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.- Arizona Public Senice Company - i

P O BOX $3999 * PHOENIX, ARIZONA 85072-3990
,

WILLidM F. CONWAY
'

July 25,1990
execurigypcsinent _ _J

t

Docket Nos. STN 50-528
!

U.S. Nuclear Regulatory Commission
Mail Station Pl 1.
" Attn: Document Control Desk j

!Washington, D. C. 20555

Dear Sirs: ;

i

Subject: Palo Verde Nuclear Generating Station (PVNGS)
Unit 1. ,

'
Decommissioning Financial Assurance Certification .

File: 90 032-419; 90 056 026 ';
,

This letter is being submitted by Arizona Public Service Company (APS), the _

'

licensee authorized to use and operate Palo Verde ' Nuclear Generating Station
("PVNGS") Unit 1 ("PVNGS Unit 1") under Facility Operating License No NPF-41, 1

as amended (the " License"), on behalf of APS, Salt River Project Agricultural
Improvement and Power District ("SRP"), El. Paso Electric Cumpany (" EPE"_) , |

Southern California Edison Company ("SCE"), Public Service Company of New Mexico
("PSNM"), City of Los Angeles Department of Water and Power; ("LADWP") , and 1

Southern California Public Power Authority ("SCPPA"), licensees (each hereinaf ter-
referred to as a " Licensee" and collectively as " Licensees") . authorized to
possess PVNGS Unit 1. This letter and attached certificates constitute the
decommissioning financial assurance certification report (the " Report") required
by the United States Nuclear Regulatory Commission ("NRC")| regulations 10 CFR ',

$50.33(k)(2) and 10 CFR 950.75(b) for PVNGS" Unit.1.

Pursuant to the Arizona Nuclear Power Project; ("ANPP") Participation Agreement
dated as of August 23, 1973, as amended by Amendmer': Nos. 1-12, which agreement
and amendments have been previously filed with the NRC, the Licensees-own, or
in the case of PSNM, lease pursuant to sale and leaseback transactions approved
by - the NRC, F 100% of PVNCS Unit 1 in the following percentages:| APS- (29.1%);-
SRP (17.49%); EPE (15.8%); SCE (15.8%); PSNM (10.2%);-LADWPf(5.7%); and:SCPPA
(5.91%). Unit 1 is a pressurized water reactor capable of preducing greater than
3400 MWt. F Pursuant to the ANPP Participation Agreement, each Licensee is

'I

1/ See Amendment Nos. 3, 6 and.11 to the License, dated December 2C,
1985, June 2,1986, and December 11, 1986, respectively.

2/ The License specifies that Unit 1 may be operated at reactor core
power levels not in excess of 3800 megawatts thermal (100% power).
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contractually responsible for the funding and payment of itsf pro rata share
(equal to its ownership and leased share, if any) of the funds necessary to
decommission each PVNGS unit.

Attachment PVNGS Unit I hereto is a statement setting forth'the certification !

amount applicable to Unit 1. 2s provided in 10 CFR $50.75(c)(1), as adjusted in ,

accordance with 10 CFR 550.75(c)(2)~ to' December'31i 1989. Attachment' PVNGS Unit
I also shows' each Licensee's share of the' adjusted certification amount.

Also attached hereto is (i) the certificate of each Licensee as required by; ;

10 CFR-850.75(b), |(11) the . Statement of each| Licensee .respecting its share !of !

the adjusted certification amount for Unit 1, status of its external funds for
Unit 1, and proposed periodic payments thereto in accordance with Regulatory -
Position 1.1.1 of the Regulttory Guide on Assuring the Availability'of Funds' for t

Decommi sioning Nuclear Re;ctors, and (iii) a' copy of the trust agreement, and
investment management agreement, if any, of such Licensee pursuant: to which the
requirements of 10 CFR G50.75(e) have been satisfied.

If you should have any questions regarding the matters discussed above, please
contact the undersigned at (602) 250 3900 or (602) 393 2522. Questions regarding

,

matters r6L. ting to the certificate of _ each individual Licensee, the trust
agreement - of each individual Licensee, or the accumulation ~of funds pursuant
thereto at any particular time should be addressed to the ~ ignatory of thes
certificate of such Licensee at the address or telephone number ~ stated therein.

Sincerely, '

-

WFC/JRP/jle

Attachments

cc: S. R. Peterson .

J. B. Martin
D. H. Coe ,

A. C. Gehr
A. H. Gutterman

i
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ATTACHMENT PVNGS UNIT 1
-

STATEMENT OF ARIZONA PUBLIC SERVICE (APS)'AS OPERATING AGENT
~

RESPECTING THE CERTIFICATION AMOUNT AND INFLATION ADJUSTMENT
APPLICABLE TO PALO VERDE NUCLEAR GENERATING STATION (PVNGS) UNIT 1

ITEM -Desionator Source or Formula Factor Amount ($)

1. Initial Certification' Amount BA 10 CFR 50.75(e)(1) 105,000,000

'2. Escalation Adjustment i

a. Labor Adiustment LA '

1/1/86~Value - (1) BLS Monthly Labor Rev. 130.1
~

Western Region Table 24 (now Table 25)
12/31/89 Value - -(l') 147.5"

-Western Region

Labor Escalation .(L) (l') (1) 1.1337
*

Factor

Weighted-Labor (L'). 10 CFR 50.75(c)(2) 0.7369 :
Factor 0.65 x (L) I

.,

' Labor Adjustment LA (L') I'$105M 77,380,000
i

b. Enercy'Adiustment EA =

.i

(1). Power Factors

1/1/86 Value - (p) BLS Prod. Price'Index 119.3.

Mountain Region Table-6-Com. Code 0543

12/31/89.Value - (p') '

Mountain Region
. 107.2

Power Escalation '(P) (p') (p) 0.8986
.|Factor
.. {

,

Weighted Power '(P') . Regulatory Guide- 0.5212
Factor 0.58 x (P) -

:..,,=-___________,__________ _ _ - - - _ _ _ _ - _ _ _ _ _ - . -- - --- .-.a .- .- - . . ~ _- , - . _ _ . - . ..
-
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ITEM Desianator Source or Formula Factor Amount'($)
'

(2) Fuel Factors
.

1/1/86 Value (f) BLS Prod. Price Ind. 82
Table 6 - Com. Code 0573

12/31/89 Value (f') 68.1*

Fuel Escalation (F) (f') (f) 0.8305
Factor

Weighted Fuel (F') Regulatory Guide 0.3488 '

Factor 0.42.x (F)
;

(3) Energy Factor (E) Regulatory Guide 0.8700
[(P') + (F')]-

(4) Weighted Energy (E') 10 CFR 50.75(c)(2) 0.1131- .

. Factor 0.13 z'(E).
t

(5) Energy Adjust-
..

ment EA (E') x $105M. 11,880,000

c. Waste Burial Adiustment WBA

1/1/86 Value - (w)
. Washington ' NUREG-1307 (Rev. 1) 1.0-

1/1/88 Value'- (w') 1.183"

Washington
1

Waste Buriall. Factor' '(W) (w') (w) 1.183
*

-Weighted Waste (W') 10 CFR-50.75(c)(2) 0.2603
Factor. 0.22 x (W) i

Waste Burial Adjustment WBA (W') x $105M 27,330,000!

,

,.

-2-

'
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,

| 1. TEM Desionator Source or Formula Factor Amount 2($)'
i
r

d. Total Escalation Adiustment
,

Labor Adjustment (LA) 10 CFR 50.75(c)(2) 77,380,000

Energy Adjustment (EA) 10 CFR 50.75(c)(2) 11,880,000

Waste Burial Adjuscmt. (WBA) 10 CFR 50.75(c)(2) 27.330.000

Total Escalation (TEA) 10 CFR 50.75(c)(2) 116,590,000
Adjustment

3. Adiusted Certification (CA) 10 CFR 50.75(c) 116,590,000
Amount

4. Licensees' Shares of.
Adiusted Certification Amount

Arizona Public Service Company 29.10% 33,928,000
Salt River ProjectJAgricultural Improvement 17.49ts 20,392,000

and Power District
Southern California Edison Company 15.80%. 18,421,000-
El Paso Electric Company 15.80% "18,421,000
Public: Service Company:of New Mexico 10.20% 11,892,000
Southern California Public Power Authority 5.91% 6,890,000 -

Los Angeles Depa'rtment of Water and Power 5.70% 6.646.000 ,

Total- 100.00% 116,590,000-

3743c

4

-3-
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ATTACHMENT APS-l' |
i

1
|
~

I

CERTIFICATE OF ARIZONA PUBLIC SERVICE COMPANY' l

RESPECTING DECOMMISSIONING FUNDS FOR '

|
PALO' VERDE NUCLEAR GENERATING STATION'PVNGS UNIT l'

1

(1
Arizona'Public Service Company.("APS") hereby'

:
certifies that financial assurance for decommissioning.APS' ;

i
29.1%' interest-in Unit l'of the Palo' Verde Nuclear Generating '

Station'willibe' provide'd in an amount which may be more but not= f
less than 29.1% of1the amount stated in the table in: paragraph:

i> >
.

, . . ..

I (c)(1) of 10 C.F.R.|S 50.75, adjustedEannually using airate at v
'

(

least' equal to that stated >in paragraph-(c)(2) of-'10 C.F.R.;$ ;

50.75. Such'amountsLwill'be accumulated in accordance withi10.

C;F.R. S 50.75(e), through:the mechanism of an-externa 1Lsinking- |
1

fund in which~ deposits 1are made at least1 annually,c unlessiany - f
Nsuch annual deposits havesbeen prepaid-through advance deposits "

or investment income and appreciation or both. '

APS has entered-into a Decommissioning Trust. Agreement j
i

(PVNGS. Unit 1) dated as of September 1, 1988Jwith Harris Trust .t
, a

and Savings Bank, as Trustee, as amen'ded by.' Amendment No.;1
-.

. 1thereto dated as of April 28, 1989 (the " Trust. Agreement").-

(See Attachment APS-3.]' Pursuant to the. Trust Agreement, APS.

has also entered into an Investment Managemest' Agreement, dated' 4

. as of April 28, 1989 with RCM Capital Management, as-amended 1by
1

Amendment No. 1 thereta dated as of' April 28, 1990. . [ See - ; {

Attachment APS-4.]
,

. . l

APS further certifies that it will make periodic. I
I

deposits into the trust funds established pursuant.to the Trust !

'l
,

'+ - , - + s -- < , - , < - ,,c- <<- -
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Agreement in an amount or amounts which, _together with

investment income and appreciation, will be sufficient to

provide decommissioning funds at the end of each. calendar year
!
1

in an amount not less than 29.1% of (A) $105 million-(January. ]
- !

1986 dollars) (amount required by 10 C.F.R. S 50.75(c)(1)),
.

1

adjusted annually in accordance with 10 C.F.R.,S50.75(c)(2) and j
ithe final Regulatory Guide on Assuring the' Availability off

Funds for Decommissioning Nuclear Reactors, multiplied by-(B) !i

the ratio obtained by dividing (C) the number'of years and any

portion thereof after June 30, 1990 to the end of the' calendar-

year for which the amount is being calculated by1(D) the_ number

of years and any portion thereof after June 30, 1990 to the- i

expiration of the term stated in the PVNGS Unit 1 Facility-
Operating License No. NPF-41.

ARIZONA PUBLIC SERVICE COMPANY

A
'n # [By:

~[g/ William J. ' HemeltTitle: reasurer & Asst. Secretary _ '

V

Address: 400 North Fifth Street
.

Phoenix. Arizona 85004-

Telephone No. (602) 250-2909
i

9950B

-2-
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ATTACHMENT APS-2

~'

STATEMENT OF ARIZONA PUBLIC SERVICE COMPANY-(APS)-

RESPECTING ITS SHARE OF THE~ ADJUSTED CERTIFICATION-
AMOUNT, STATU!' OF ITS EXTERNAL FUNDS AND PROPOSED--

'

PERIODIC PAYMENTS INTO ITS EXTERNAL FUNDS FOR
DECOMMISSIONING PALO VERDE NUCLEAR GENERATING

STATION (PVNGS), UNIT.f1;
,

,

1. Adjusted Certification Amount $116',590,000 '

for'PVNGS~ Unit 1
.[See Attachment PVNGS Unit.1)

2. APS's Share 1(29.10%) of Adjust'ed $ 33,928,000
Certification Amount forLPVNGS Unit.1

1

3. Status of APS?s External Funds for: $ 3',676,368'
'PVNGS Unit 1.as-of: March 31,.1990'

4. . Currently Proposed-Quarterly Not less
Payments into its External Funds, than :
Including Earnings'on. Investments. .$217,638 !

!

4

i-
l

i

F

3774c
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CERTIFICATE

'I, Nancy C. Lof tin, Secretary'. of Arizona Public'- i
-l
'

Service, Company, an Arizona corporation (the . " Company") , .i

do hereby. certify that each of (i) the. attached. 1

i

. Decommissioning Trust Agreement (PVNGS Unit-1) dated asLof.

.

September 1, 1988 between - Harris Trust and Savings Bank, |
4

as Trustee, and ' the Company, . (ii) the . attached Amendment j

~

No. 1 thereto dated as- of April 28, 1989, and .(iii)h the '

attached Investment Management . Agreement, dated as of

April 28, 1989, and Amendment No. 1 thereto datsd as-of. :i
t

April 28, 1990, . between . RCM Capital Management . and - tae

Company, is a true and correct' photocopy of the , original-

of such document, and that.each such document was-executed

by William J. Hemelt, the duly electedL-Treasurer- and- !

Assistant Secretary of the Company ~ pursuant * 'to authority '

granted to him, as Treasurer, in the, Bylaws of~the Company..

1.

./ |

/Amsn _sW ^ ,

' Nancy C.)Loftin'; -

|

.Arizon6,d
-

-Secreta
public Service Company

|

|
1

0466B

-, .. . ._. - , ~. . . - - - . . .
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ATTACHMENT.APS-3

,

' .

I

l

!

I

1

|

|

l
i
t

e

DECOMMISSIONING TRUST AGREEMENT I

(PVNGS UNIT-1)
Dated as of September 1,-1988

between-

ARIZONA PUBLIC SERVICE COMPANY

and !

HARRIS' TRUST'AND SAVINGS BANK,
as Decommissioning Trustee

.

1
1

!

..

|

|

|
.
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DECOMMISSIONING TRUST AGREEMENT-

'

DECOMMISSIONING TRUST AGREEMENT dated as of
September 1,-1988, between HARRIS TRUST AND SAVINGS BANK, an
Illinois corporation having trust-powers (" Decommissioning
Trustee"), and-ARIZONA'PUBLIC SERVICE COMPANY, an Arizona
corporation ("APS").

APS is required by governmental agencies having |
ratemaking authority over APS, as a' condition to including
amounts for future-decommissioning of Unit 1 of PVNGS in APS's <

rates for electric power, to place such amounts.in a trust fund
or funds for such' purpose as the amounts.are collected.

APS desires to establish.a decommissioning trust fund
(the "Decomissioning Trust Fund") and a second fund (the d
"Second Fund") to satisfy its obligation to-the regulatory 1

agencies to place amounts collected for the Decommissioning of
Unit 1.into a trust fund or funds for'such purpose. APSL
desires that.the Second Fund qualify-as a " Nuclear
Decommissioning Reserve Fund" under Section 468A of.the Code
and consequently desires to establish a single Decommissioning
Trust Fund and a single Second Fund for the. foregoing purposes.

In consideration of the premises, of the acceptance by
Decommissioning Trustee of the trusts created and of other good
and. valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, the parties hereto agree as
follows:

Section 1.. Definitions. References to Sections. All
capitalized terms used herein and not otherwise defined herein
shall have the meanings as set forth in Exhibit A hereto.
Unless otherwise stated, references to a Section are to a
section of this Agreement.

Section 2. Creation of Trust Funds. .Two funds, each-
to be held and maintained as a separate trust, are hereby

[ established, the first to be known as the Decommissioning Trust
Fund, and the second, as the Second Fund. (Either fund is i

; sometimes referred to herein as a " Fund" and collectively as
| the " Funds"). Each Fund shall include (i) all cash-and I

investments thereof, as more specifically described in'

'

Section 7,-(11) all dividends, interest, cash, instruments,'and-
p other property from time to-time received, receivable, or

;
'

otherwise distributed'or~ distributable in respect of or in '

| exchange for any or all such investments, (iii) all rights and
privileges with respect to such investments and-(iv)~allL

! proceeds of any of the foregoing and any property of any q

|
| |

| |
!

;

- . . -- . . ---, , . . . _ - - . , - , . .~. .
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1,

| character whatsoever into which any of the-foregoing may be |
converted.

Section 3. Purpose of Trust Funds; Tax Oualification.
| The Funds are solely for the accumulation and funding of amounts i'

that are sufficient-in the aggregate to pay costs,. liabilities,
I and. expenses of Decommissioning and the establishment,
( management,-and maintenance of the Funds. The Second Fund,-but

not the Decommissioning Trust Funde is intended-to qualify as a
" Nuclear Decommissioning Reserve Fund" referred-to in i
Section 468A of-the Code. The assets'of the Second Fund'shall
be used exclusively to pay, in whole or in part, (a) such I
costs, liabilities, and expenses of Decommissioning as qualify
as " decommissioning costs" under Section 468A of the Code and-
the regulations promulgated thereunder,'and (b) such expenses,.
fees, and-other costs described in Section 8 as qualify for-

payment-from such Fund under Section 468A(e)(4)(B) of the Code
,

and the regulations promulgated thereunder. y

Section 4. Declaration and Acceptance of-Trust.
Decommissioning' Trustee accepts the trusts created hereby and!
declares-that it will hold all1 estate, right, title, and
interest in and to the Funds upon the trusts set forth herein,
but only on the terms of this Agreement, and agrees to receive

,

and disburse all moneys and investments constituting any part '

of the Funds in accordance with this Agreement.

Section 5. Ownership of-Funds; Beneficial Interests.
! Each Fund is.being created by APS, and.the beneficial interest

!

| in both Funds shall be in APS. Legal title tx) any and all-
property held in the. Funds shall be held by Decommissioning
Trustee in its name as owner of record or its nominee name, or
street name or any other title holding device.without the

~

necessity of indicating the trust relationship.
Decommissioning Trustee shall at.all times, however,' maintain a
separate and distinct record of securities owned by the Funds. |Subject to the authority.of an Investment Manager as provided I

in Section 7(c), Decommissioning Trustee shall exercise the.
following powers in a fiduciary capacity andJin the best-

| interests ~of the. Funds and the beneficiaries thereof:
|

| (a) _ To incur and pay any and.all charges, taxes, and
expenses upon or connected with the Funds in the discharge of

L Decommissioning Trustee's fiduciary obligations under this
L Agreement, but'only to the extent that such amount may be-

incurred and paid from the Second Fund _without causing then
Second Fund.to become disqualified from the application of
Section 468A'of the Code.

-2-

1
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( b') To renew or extend the time of payment of any l
'

obligation, secured or unsecured, payable to or by the Funds,
for as long a period or periods of time ~and on such terms as
Decommissioning-Trustee shall determine, and to adjust, settle,
compromise, litigate, and arbitrate claims or demands in favor. H

Iof or against the Funds, including claims for taxes, upon such
'terms as Decommissioning Trustee may deem advisable,-subject to

the limitations contained.in this Agreement.

(c) To keep any property belonging to the. Funds at
any place in the United States.

(d) To delegate to other persons such ministerial
powers-and duties as Decommissioning' Trustee may deem to be ;

advisable and to employ agents, experts and counsel on
reasonable terms to obtain services, information, and advice |
reasonably required in the discharge of Decommissioning
Trustee's duties.

(e) To exercise any of such powers after the'date on
which the principal and income of the Funds shall have bLcome ,

distributable and until such time as the entire principal of, I

and income from, the Funds shall have:been actually distributed
by Decommissioning Trustee. It is intended that distribution
of the Funds will occur as soon as possible upon termination.of
the Funds, subject, however, to the linitations contained in
Sections 17 and 18.

(f) To do any and all other acts that Decommissioning
Trustee shall deem proper to effectuate the powers ~specifically
conferred upon it by this Agreement; orovided, however,.that
Decommissioning Trusteo may not do any act or participate in
any transaction that would:-

(i) Disqualify the Second Fund from the
application of Section 468A of~the Code;

<

(ii) Contravene any provision of this Agreement,
including the investment parameters referenced in-
Section 7(a); or

,

(iii) Violate the terms ~and conditions of
Applicable Law.

Section 6. Payments into the Funds; Transfers Between '

Funds. From time to time APS may make,.and Decommissioning
_

Trustee shall accept, contributions of. money-into the Funds-to !
'

satisfy the purposes set forth in Section 3, which
contributions may be made, subject to the condition in the last

-3-
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paragraph of this-Section 6, entirely into=the Decommissioning
Trust Fund, entirely into the Second Fund, or partly _into each
in_whatever. proportion APS shall determine in'its discretion.
In addition, but-subject to the condition in the last' paragraph
of this Section 6,'at any-time and from time to time, APS may,
in writing, direct Decommissioning Trustee to, and upon receipt ;

of such direction Decommissioning Trustee shall, transfer.any
amount in the_ Decommissioning Trust Fund to the Second Fund,or i

any amount in the Second Fund to'the Decommissioning Trust Fund. |
1

APS shall-not (a) make any payment or require any
transfer into the Second Fund unless such payment or transfar
is within the_ limitation imposed by Section-46&A(b) of the Code
and a deduction pursuant to Section 468A of 11e-Code is. allowed
for the entire payment or transfer; or-(b) require any transfer

_

from the Second Fund to the Decommissioning Trust Fund'unless
such transfer is permitted under Section 1.468A-5(c)(2)|of the.
United States Treasury Regulations.- Any transfer from the
Decommissioning Trust Fund to the Second Fund shall-be made
only in cash and, to the extent necessary.to-carry out the-
Purpose of this sentence, Decommissioning Trustee is authorized
to sell such investments as, in its discretion, may be
necessary to accomplish.such purpose, unless an opinion of
counsel selected by APS and satisfactory to Decommissioning. |

Trustee is provided to Decommissioning Trustee:to the effect- |

lthat such transfera are not required to be made in casu
pursuant to Section 468A of the Code, in which event such.
transfer will be made in the manner directed by APS.- Upon
making any payment or requiring any transfer described in.thisi

i

Section, APS shall deliver, and Decommissioning Trustee shall i
i

l be entitled to rely on, a certificate of APS stating that such I

| payment or transfer satisfies the conditions of this Section.

Section 7. Investment Powers;' Investment Manaaer(s). .

Subject to Section 7(c), Decommissioning Trustee shall exercise
the following investment powers, all of which are in a
fiduciary capacity and in the best-interest of the Funds and
the beneficiaries thereof:

'
(a)L To hold, manage, invest, and reinvest the assets

of the Funds in.a manner designedito maximize and preserve the ,

'

income and principal of the Funds for the purposes hereof; and
at all times to invest and reinvest in accordance with the-
investment parameters for the Decommissioning Trust Fund and
the,Second~ Fund attached ~ hereto and incorporated herein as
Exhibits B-1 and B-2, respectively; orovided,-however, that no
such investment or reinvestment of the assets of the Funds
shall be made'by Decommissioning Trustee:

I

~4-
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(i) infthe-case of the'Second Fund only,Lunless
such investment is a permitted investment for-a

-

. Nuclear Decommissioning Reserve Fund under
Section 468A of the Code and-the United States
Treasury Regulations issued' thereunder; or

(ii) if=APS has delivered to Decommissioning
Trustee:a copy of an order of a state or Federal:
-regulatory agency that APS. certifies is binding on- j

APS, limiting.the obligationsLor securities in which
all orta part of either-Fund may be invested, unless
such investment is in-accordance with such. order and 1

Decommissioning Trustee shall-be entitled to rely on.
such order until notified in writing-to the contrary
by APS;_or

(iii) -in any bankr savingsvand loan association,
or other financial institution whose deposits:are not
insured by.the Federal Deposit Insurance Corporation,
the Federal Savings E Loan Insurance Corporation, or.
other comparable federal-acency.

In all cases,.however,' Decommissioning.TrusteeLshall, at the
close of business on each day, without-prior approval or-
direction from the Investnent Manager (s), have the power,
right, and responsibility, notwithstanding the provisions of
Section 7(c), to invest cash balances, includingLthose held as |
Part of an account of the Investment Manager (s), in-Permitted "

-

Investments. Nothing in this Section shallibe. construed.as.
authorizing Decommissioning Trustee to carry on any business or
to divide the gains therefrom; -

(b) To sell, exchange, partition, or_otherwise,

dispose of all or'any part of the assets-of theJFunds;at public
or private sale, without prior application'toLor: approval by or
order of any court, upon such terms and in such manner and at-
such prices as Decommissioning Trustee shall determine;.to-
modify, renew, or extend mortgages, bonds, notes, or other
obligations, or any installment of principal thereof, or.any jinterest-due thereon; and to waive any defaultstin the
performance of the terms.and conditions:thereof;'and to execute. l

and deliver any and allJbills of sale,. assignments, bonds, or
other instruments in connection:with~these powers, all at such ;
times, in.such' manner, and upon such-cerms and conditions as 1

Decommissioning Trustee may deem expedient to' accomplish the |purposes of the Funds. |

(c) (i) APS may appoint and remove one.or more
Investment Managers ~to direct the_ investment of

I
all or any part of the-assets of the Funds.- In I

the event such appointment is made, APS shall

1
1

-5-
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i

certify to Decommissioning Trustee in writing
that such appointment,has been made and-shall-
specify the portion of the assets of.the Funds
with respect to-which the Investment Manager (s)-
has (have) been designated. Each Investment
Manager shall-certify;in_ writing to.
Decommissioning Trustee that'such Investment
Manager has accepted the appointment ~as
Investment Manager.and shall certify the-identity _
of the person or= persons authorized to give
inrtructions or directions to Decommissioning
Trustee on its! behalf, including specimen-
signatures.. Decommissioning Trustee may continue
to rely upon all such certifications unless
otherwise notified in writing _by APS or the
Investment Manager (s), as.the case may.be.

-(ii)' The Investment Manager (s) will be
authorized to invest assets of the Funds only in
Permitted Investments. The Investment Manager (s)
shall have'the power.and. authority,1 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.

.

1
I

Decommissioning Trustee, upon proper notification
from-the Investment Manager (s),.shall execute =and I

deliver instruments in accordance.with: the - ,

appropriate + trading authorizations.: _ Written '

notification of-the issuance of each'such |
authorization-shallibe given-promptlyJto '

-

Decommissioning Trustee by the Investment:
' Manager (s),-and-the: Investment Manager (s) shall ;

cause the execution of such order to be confirmed )
| in writing to Decommissioning Trustee by.the
'

broker or dealer. Such notification shall be
proper authority-for~ Decommissioning 1 Trustee 1to
pay for. portfolio securities purchased ~against
receiptithereof and to. deliver-portfolio
securities sold against payment. therefor, as the
case may be..

,

(iii) The authority of the Investment. j'
Manager (s) and.the-terms and. conditions of the.
appointment and retention of the Investment- q

-

Manager (s) shall be the: responsibility solely of I
"

APS, and Decommissioning Trustee shall not.be
deemed to be a party to-or to have any-
responsibilities or obligations under-any. !

agreement between APS and the Investment J

:

-

-6-
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L _ Manager (s). Any: duty' of supervisien or: review of
the acts, omissions, or:overall performance of _L

the-Investment Manager (s) shall be the exclusive
. responsibility of.APS and Decommissioning. Trustee' '

shall have no duty tofreview.any securities or- 1
other_ assets purchased-by.the-Investment
Manager (s), except as otherwise provided herein,
or to make suggestions to.the Investment,

Manager (s) or to'APS with respect to the exerciseI

or-non-exercise of_any power byi the' Investment.
| Manager (s).

(iv) Unless D'ecommissioning Trustee
participates. knowingly.in, or_kncwingly-
undertakes,to conceal an act or omission of the
Investment Manager (s) knowing such act or-
omission to be a. breach of:the fiduciary |
responsibility of the, Investment.-Manager (s),.
Decommissioning Trustee shall ba underino 1
liability for any loss of any. kind,that:may |
result by reason of any action taken by it,'or '

omitted to_be taken by it, in accordance with'any I

direction,;or lack of direction, of the o
Investment Manager (s).

(d) Notwithstanding anything contained 11n this
iAgreement to the contrary,-Decommissioning Trustee may not 1

authorize or carry out any sale, exchange, or other transaction. i

that would constitute an act of "self-dealing" within the !
meaning of Section 4951 of the Code, as'such Section is made- '

applicable to the Second Fund by Section 468A(e)(5) of_the
Code, any. regulations thereunder, and any applicable successor
provision.

Section-8. Eroenses; Comnensation and Reimbursement; )
Indemnification. Except to the extent payments into.a Fund-
have included amounts.for the. payment of such expenses

I

(including taxes), fees, and other. costs, which costs APS shall.
|direct' Decommissioning Trustee:in' writing to pay out of the '

Funds, APS shall pay all reasonable _ expenses-(including taxes), !fees and other costs incurred by Decommissioning Trustee in j
such capacity.

. 1

APS shall (i) pay to Decommissioning Trustee
reasonable' compensation for~all services rendered by it -1

hereunder as agreed to by APS and~ Decommissioning Trustee from
Itime to time, the current compensation arrangement: being !

a t t a c h e d h e r e t o a n d i n c o r p o r a t e d h e r e i n a s E x h i b i t C ,: and (ii) -

assume liability for, and indemnify and hold harmless
Decommissioninc. Trustee from and~against, _all claims that.may |

,

'I

-7-,
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be' imposed on, incurred by, or asserted against Decommissioning
Trustee relating to or arising from the' administration of the- _. !

Funds pursuant to this Agreement, except for any liability of *

Decommissioning Trustee-pursuant to Section'22. The i

indere;@)qs contained in~this Section shall survive the
termination of this Agreement.

Section 9. Payments from the Fund. In addition to 3

the payments authorized to-be'made pursuant to Section 7, !

Decommissioning Trustee shall make payments out of the Funds
(i) for expenses, fees,.and other costs as provided in
Section 8 and (ii) upon presentation by APS to Decommissioning
Trustee of a certificate signed by APS certifying that the-
payments are required to' pay costs, )iabilities, and expenses
of Decommissioning and instructing Decommissioning Trustee of (

the total amount of the: payment, the amount to be paid-out of '

each Fund, and the person to whom and the manner in which the
payment is to be made. In addition, APS may, in a written
direction from APS to Decommissioning Trustee stating that the
Second Fund has terminated under Section--468A of the-Code,

'

direct Decommissioning Trustee to transfer-all property
remaining in the Second Fund to Decommissioning Trust Fund-
unless both Funds are then to end as provided in-Section 17.

'

Section 10. Limitations on Transfer and Assianment..
APS may not, in whole or in part,: transfer,-assign, pledge,
encumber, or grant any security interest in its beneficial
interest under this Agreement or in either of the Funds,
whether voluntary or involuntary, except as required or allowed
by Applicable Law.

,

|

Section 11. Further Assurances. ApS agrees that-it ,

will do all such further acts and things and execute and- .

deliver all such additional conveyances, assignments,
_ ,

agreements, and instruments, all at its expense, as.
Decommissioning Trustee may at any time reasonably request in
connection with the administration and enforcement of this
Agreement,.or relative-to either Fund or any part thereof, or

'

in order to assure and confirm unto Decommissioning Trustee its
rights, powers, and remedies hereunder.

Section 1:2. Modification. This Agreement may not be
amended or modified except by_a writing 1 signed by the parties
hereto. The parties agree that they:will execute any
amendments'rsquested by APS'that-are necessary to secure and
maintain the qualification of the Second Fund as a " Nuclear
Decommissioning Reserve Fund" under Section 468A of the Code
and the deduction of contributions to-such Fund as provided by
such Section, or to comply with Applicable Law.

-8-

- - -. -.- --.



_ _

''
..,,,

Section 13. GovernIna Law., This Agreement shall be
deemed to be a contract made in the State of Arizona for.all
purposes and shall be construed in accordance with and governed
by the laws of such State.

i

'

Section 14. Resianation at;d Replacement of'
Decommissionino Trustee.

|

(a) . Decommissioning Trustee may resign at any-time '

with or without cause by giving at least 60 days' prior written
notice to APS, and APS may-remove Decommissioning Trustee at~ j
any time with or without cause,'by giving written notice to 1
Decommissioning. Trustee,.such resignation or removel to be

L effective on the' acceptance of appointment u'y a successor
Decommissioning Trustee under.this Section.14'. In case of-the

_

i

resignation or removal of Decommissioning Trustee, APS may |
| appoint a successor Decommissioning Trustee by an-instrument
| signed by APS. If a successor Decommissioning Trustee shall

not have been appointed within 60 days after the giving of?the
written notice of such resignation or removal, Decommissioning
Trustee or ApS may apply to any. court of competent jurisdiction
to appoint a successor Decommissioning Trustee to act until-
such time, if any, as s' successor shall have been appointed and-
shall have accepted its appointment as above provided. Any
successor Decommissioning Trustee so appointed by such court.
shall immediately and without further act be superseded by any
successor Decommissioning Trustee' appointed as above provided.

|

(b) Any successor Decommissioning' Trustee,1 however
appointed, shall execute and deliver to the predecessor
Decommissioning Trustee and APS an instrument accepting-such
appointment, and thereupon such successor-Decommissioning
Trustee, without further'act, shall become: vested with all the i

estates, properties, rights, powers, duties, and trusts of the <

predecessor Decommissioning Trustee herein with like-effect~as
if originally named as: Decommissioning Trustee herein; but
nevertheless, upon the written request of such successor
Decommissioning Trustee such predecessor. Decommissioning
Trustee shall execute and deliver an instrument transferring to
such successor Decommissioning Trustee, upon the trusts herein
expressed, all the estates, properties, rights, powers, duties, i

-

and trusts of such predecessor Decommissioning Trustee, and
such predecessor Decommissioning Trustee shall duly assign,
transfer, deliver, and pay over to.such successor
Decommissioning Trustee all moneys or other property then held
by such-predecessor Decommissioning Trustee upon the trusts-
herein expressed after reserving such amounts as necessary to
provide for the payment of fees and expenses then chargeable to
the Funds,

l

-9-
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(c) Any corporation into which Decommissioning i
'

Trustee may be merged or converted or with which it may be
consolidated, or any' corporation:resulting from any merger,
conversion, or consolidation to which Decommissioning Trustee
shall be a party, or any corporation to which.substantially all i

of the corporate 1 trust business of Decommissioning Trustee may. *

be transferred, shall be Decommissioning Trustee under this- -

Agreement without further act; orovided, however, that any such-

successor Decommissioning, Trustee shall be a bank or trust
company incorporated and doing business in the United States of

,

America and having a combined capital stock, surplus, and<

undivided profits of at-least $250,000,000.

'

Section 15. Transactions with Third' Parties..
Decommissioning Trustee may rely and shall be protected in
acting or refraining from acting upon any certificate,

'

statement, notice, or other writing believed by it to be 'l

genuine and to have been signed or presented"by the proper
party or parties, and Decommissioning Trustee shall not be i

bound to make any investigation into.the facts or matters
stated in any-certificate, statement, notice, or other writing
received by it.

Section'16. Successors and Assions! Additional
Parties. This Agreement shall be binding upon and inure to the
benefit of each party and its successors and permitted assigns.

Section 17. Termination of Funds in General. Unless
the Funds are required to be maintained in accordance with
Applicable Law, the Funds will terminate (in whole or in part)

I upon the earlier of:
I

! (1) Receipt by Decommissioning Trustee of-a
| certificate from APS stating that
| substantial completion of'the. nuclear e

decommissioning of Unit I has occurred
(as defined in Treasury Regulations
promulgated under Code Section 468A)
and that all costs and expenses
relating or allocable to, or incurred.
in connection with, such'

,

decommissioning have-been paid in full;L
j or

L (2)*" Receipt by Decommissioning Trustee of a-
certificate from APS stating that the

. Funds may be terminated as required or
.'

| permitted by Applicable Law.

,

,

L -10-
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Section 18. Termination of Second Fund.- The Second-
Fund shall_ terminate'upon.the earlier of:

|

(i)' _

its! disqualification from the application of
,

Section>468A of the Code, whether pursuant to an

L administrative action on the part'ofithe Internal'
Revenue Service or the decision:of any; court of
competent: jurisdiction, 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
<

(ii) the disposition by APS of any interestiin
Unit 1, to the extent provided in TreasuryJRegulations ;

-promulgated under' Code Section 468A.
,

Section 19. Distribution of Funds Upon Termination.
Upon termination.of any of the Funds,-Decommissioning Trustee-
shall assist the Investment Manager (s)-in liquidating'the
assets of the Fund (s) and thereupon distributing the !
then-existing assets of the Fund (s)/to APS.

Section~20. Accountina.- Decommissioning Trustee
shall separately account for the contributions, earnings : ,

expenses, and dietributions of the Decommissioning' Trust Fund
and.the~Second Fund. Decommissioning Trustee shall keep books 4

and records for the' Funds so-as to show separately (a) the
earnings and expenses apportioned to-each' Fund and the manner
in which such apportionment is made; and (b) the investments '

purchased, sold, converted, and held by each Fund. 1

Decommissioning Trustee shall, within 30 daysLafter
the end of each calendar quarter,~ furnish to APS' financial,

statements-showing, separately for each Fund,.the' financial
condition of such Fund including, without limitation, the
income, expenses, transactions,. contributions, distributions,
balance, and investments of eachEFund for such. quarter,

APS may request Decommissioning Trustee to furnish ai
'

performance measurement report with respect to each of.the
Funds within 45 days after the end.of each calendar quarter.'

|: Such report shall include, without limitation, comparative
_

inder performance information as is' reasonably requested by APS.!

On- a monthly basis, Decommissioning Trustee shall e

furnish a report setting forth all investments purchased'by
each Investment-Manager-during the' previous month. j

!

r

|:

|
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Decommissioning Trustee shall.promptly advise APS if any of the
investments, in Decommissioning Trustee's-opinion, do not

'

constitute Permitted Investments;

At.the request of ApS, Decommissioning Trustee shall
periodically employ independent certified public accountants to
audit the' financial statements, which independent certified
public accountants shall be approved by APS prior to such
employment. APS shall.have the right to object to any
transaction disclosed by Decommissioning Trustee's audited
financial statements by delivering notice-of its objections to
Decommissioning Trustee in writing within three years from the ;

day Decommissioning Trustee shall. mail or deliver.such' audited
financial statements to APS. If no written objectionLis made
within that time, the presen6ation of.the audited financial
statements:shall release and discharge Decommissioning Trustee
from liability with respect to all acts or omissions torthe
date of said. financial statements except to the extent provided i

in Section 22 hereof.

Section 21. Tax Returns and Other Reports.
Decommissioning Trustee shall,-with the cooperation of APSr
prepare and file, after review and approval-of APS, such tax
returns or other reports as may be' required from time to-. time

;

under Applicable Law and shall pay from' Fund assets any taxes
(including estimated tax), imposts or"other levies at the' time
prescribed by law; provided, however, that Decommissioning
Trustee shall undertake to contest any such tax, impost, or
levy that APS directs Decommissioning: Trustee in writing to
conteet in good faith and through proper. procedures..:Any such
contest shall be conducted at the sole expense of APS~.

i

Section 22. Liability. Decommissioning ~ Trustee-shall
not be liable for any acts, omissions, or defaults 1of any agent

.

'

(other than its officers and employees) or depositary, provided
such agent or depositary'was selected with reasonable care'and.
the performance and status of such agent-or depositary is ,

monitored with reasonable care. Decommissioning Trustee shall
be liable only for such Decommissioning Trustee's own. acts or
omissions (and those of its officers'and employees) occasioned' .;by the willfulness or negligence of Decommissioning Trustee and
its officers and employees. Except as otherwise provided
herein, Decommissioning, Trustee shall notLbe' liable in regard 1 1
to the exercise or nonerercise of any powers and discretions.

,properly delegated pursuant to the' provisions of this Agreement. -!

Notwithstanding the foregoing, Decommissioning
L Trustee, and not the Funds, shall be. liable for (a) any tax

imposed pursuant to Section 4951 of the Code (or any applicable

-12-
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successor provision)'as.suchisection_is made applicable to iFunds or the Trustee,:-and/or--(b)-any consequences flowing from ,

violation of the restrictions on the investment of Fund assets'- i

under Section 7(a) where the-act giving rise to the imposition~

.,

:of any tax pursuant to Section 4951 of the Code or'the decision i
to invest Fund assets in investments not meeting such-
restrictions was made.by or was in the' power and control of

,

Decommissioning Trustee as provided in this Agreement.and/or- I
_

(c) any tax imposed with' respect to any fees payable'to ,

Decommissioning Trustee under this Agreement.
']

Section 23. Form and Content ~of Certifications. When
i

written certifications or' approvals are required or arelho be '

provided to-Decommissioning Trustee by APS under.this'
!

Agreement, the President, anyLVice President, the Treasurer or '

the Secretary of APS shall be authorized to execute such|
certifications or approvals. Unti1Lappropriate written
evi6ence to the contrary.is received by Decommissioning

__

Trustee, it shall be fully protected in relyingoor actingJin |-

accordance with'any such written' certification-or approval Hbelieved by it to be genuine and to be: signed;and/or certified '

by any proper person, and Decommissioning Trustee shall'be
under no duty to make any investigation.or inquiry as-to the
truth or accuracy of any statement.

Section 24. Notices. All communications, notices,-
and consents provided for herein shall be inLwriting, including
telex, telecopy, or other wire transmission containing a |request for assurance of-receipt in a manner typical with !

respect to communications of that type, or mailed by registered )or certified mai1~and shall be addressed (i) if:to-
Decommissioning Trustee, at 111 West Monroe Street, Chicago,
Illinois 60603;'(11) if to APS, at Arizona Public Service
Company, Post Office Box-53999, Phoenix,: Arizona- 85072,.
Attention: Treasurer; or such other address;as any party
hereto may from time to time designate by~ notice. duly given in ,

accordance with-the provisions of this Section to thetother
party hereto. All such communications, notices, Land consents
given in the manner provided above shall be effective on the

-date of receipt of such communication, notice, or consent.

Section 25. Accountina Year. The Funds shall operate
'

on an accounting year that coincides with the calendar year,
January 1 through December 31.

Section 26. Countercart Execution. This' Agreement
.may be executed'in any number of counterparts and-by'each of-

,the parties hereto on separate counterparts; all such
!

counterparts shall together constitute but one and the'same-
instrument.

|
:

.
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IN WITNESS WHEREOF;- each of the parties hereto! has
caused this-Decommissioning Trust Agreement-to;be. duly. executed
as of-the day and year above written.

.

ARIZONA PUBLIC SERVIC2 i

COMPANY.

, !
, /. '
,

i 1By. f'e/ ,Tr a"urer and As51stant !

S' etary -i
i

HARRIS-TRUST AND SAVINGS. BANK,'.
as-Decommissioning Trustee

By- lb Lf
Trust-Officer I '

1

L

!

o
+

-

,

I

|
..,a* e

t

|

-1.
,
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STATE OF: ARIZONA I ) ~l
i. . ) ss;

.

'' County.of Maricopa ).

The foregoit.g. instrument was acknowledged before me
this:26th day of September, 1988,.by William Joseph Hemelt, the

,

Treasurer'and Assistant Secretary of ARIZONA PUBLIC SERVICE '

COMPANY, an Arizona. corporation, on behalf of said corporation.
1

.i

& P4- :
Notiary Public :O r

My commission expires: , ,.,

MRfP.WEf
_Ch /4 /99/ .awnnma.amemem

mesmaunt
bly Comm halus et 13,IMI

STATE OF ILLINOIS )
) ss;

County of Cook ).
;

The foregoing instrument was acknowledged before me
this 28th day of September, 1988, by Katherine Freytag, a Trust
Gfficer of HARRIS TRUST-AND SAVINGS BANK, an Illinois.

.

corporation having trust powers, as Decommissioning' Trustee, on
behalf of said corporation,

j ln
~

Notary Public
'

My commission expires:

Oh ,|91D 1vmr
,

:i -

i
'

.

.

-15-
'

_ _- .._ _ _ _ _ . _ _ . . _ . . . . . . . . . _ _ . _ . . _ _ _ _ . . - . _ _ _ _ . _ _ . _ _- -



4 1
^

1... ;.

|,

Exhibit AE
,

DEFINITION OF TERMS' f

ANPP Particioation-Aareement'shallLmean the Arizona.
Nuclear Power Project Participation Agreement dated as of |
August 23,-1973,- as now or hereafter amended, among APS, Salt-

River Project Agricultural ImprovementLand-Power' District,_
Southern. California Edison' Company, Public Service Company of i

New Mexico, El Paso Electric Company, Southern-California- 1

Public_ Power: Authority, and Department.of Water and Power'of J

the City of Los Angeles.

Apolicable Law shall mean all' applicable. laws,L i

statutes, t:eaties, rules, codes,; ordinances, regulations,; ,

Permits, certificates, orders, interpretations,Llicensas, and ;

_ permits of any Governmental Authority and judgments, decrees,
injunctions, writs, orders, or.like action.of any court,
arbitrator, or other judicial ~ tribunal (including those
pertaining to health, safety,.the environment, or otherwise).

Code shall mean the Internal Revenue Code of 1986,'as
amended, or any comparable = successor law,

.

r

|
Decommissionina shall mean the decommissioning and, !

whether or not occurring simultaneously therewith, retirement:
'

'

| from service of Unit l', and the related possession,
maintenance, removal, aid disposal of material, radioactive or'

otherwise, used in or produced by or-relating to Unit'1,
including, without limitation, as appropriate, (i) placementL '

! and maintenance in a state of protective storage,.(ii).in-place
entombment and maintenance, (iii) dismantlement, (iv). proper: 1
and permanent' removal, decontamination, disposition'and'
disposal of all radioactive' material (other than nuclear' fuel)-
and all equipment and fixtures,_(v) razing,1{vi) removal'and
disposition of debris related to Unit-1 from the~PVNGS site,

~

(vii) restoration, and_ release by-all Governmental Authorities-
having. jurisdiction, of the PNVGS site related=to Unit 1 for
unrestricted use, (viii) any other. actions ~related to
decommissioning and retirement from service required by the
NRC, and (ix) all activities undertaken incident;to'the'
implementation thereof..

Governmental Authority shall mean any Federal, state,
county, municipal, foreign,. international, regional or other- t
governmental authority, agency, board, body, instrumentality, i

or court.
|

,

I

L

'
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Investnent Manaaerts) shall mean any investment
'

manager (s) appointed by APS pursuant to Section 7(c)(1)
hereof.

HRC shall mean the United States Nuclear Regulatory
Commission or any successor agency.

Permitted Investments shall mean investments for the
Decommissioning Trust Fund and the Second Fund that comply with
the investment parameters set forth in Exhibits B-1 and B-2
hereto, respectively.

PVNGS shall mean the Palo Verde Nuclear Geneirating
Station.

Unit i shall mean the 1,270 megawatt unit, commonly
known as Unit 1, at the Palo Verde Nuclear Generating Station.

Unit 2 Trust Aareement shall mean that certain
Decommissioning Trust Agreement (PVNGS Unit 2), dated as of
September 1, 1988 between APS and Decommissioning Trustee.

Unit 3 Trust Acreament shall mean that certain
Decommissioning Trust Agreement (PVNGS Unit 3), dated as of,

September 1, 1988 between APS and Decommissioning Trustee.

'
i
I

t

. !

$

i

t

!

;

, , . ' '

<

>

h
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Exhibit B-1 -

;

PERMITTED INVESTMENTS FOO THE DECOMMISSIONING TRUST FUND

| The following is the only Permitted Investment for the i

Decommissioning Trust Fund:
i

A certificate of deposit from a domestic bank (as
^

defined in Section 581 of the Code).whose long-term unsecured
debt securities are rated at least Aa by Moody's Investors i
Service, Inc. or AA by Standard & Poors Corporation (any such >

certificate of deposit being hereinafter referred to as a ;
^

" Qualified Certificate of Deposit"); crovidad, however, that:

(1) The Qualified Certificate of Deposit
purchased with APS' initial contribution to the Decommissioning
Trust Fund shall be invested in a Qualified Certificate of
Deposit with a ninety (90) day maturity, or a maturity as close

i to ninety (90) days as is reasonably practicable;

(2) Every other Qualified Certificate of Deposit
shall have a thirty (30) day maturity, or a maturity as-close ;

to thirty (30) days as is reasonably practicable;

(3) Decommissioning Trustee shall not invest in
any Qualified Certificate of Deposit issued by Decommissioning '

Trustee or any affiliate of Decommissioning Trustee, APS, or
Pinnacle West Capital Corporation; and

(4) To the extent allowed by Applicable Law,
Decommissioning Trustee shall collectively invest all assets in

'

the Funds as well as all assets in the Funds created purarsnt
to the Unit 2 Trust Agreement arG the Unit 3 Trust Agreement in
as few Qualified Certificates of Deposit as is reasonably
practicable.i

,

I

r

94

i
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Exhibit B-2

PERMITTED INVESTMENTS FOR THE SECOND FUND
'

t

The following is the only Permitted Investment for the !

Second Fund:
'

A certificate of deposit from a domestic bank (as
defined in'Section 581 of the Code) whose long-term unsecu td
debt securities are rated at least Aa by Moody's Invest:r ',

Service, Inc. or AA by. Standard E Poors Corporation (any such
certificate of deposit being hereinafter referred to as a
" Qualified Certificate of Deposit"); provided, however, thatt

(1) The Qualified Certificate of Depc3it ;

purchased with APS' initial contribution to the Second Fund
shall be invested in a Qualified Certificate of Deposit with a -

ainety (90) day maturity, or a maturity as close to ninety (90) ,

days as is reasonably practicable; ;

;

(2) Every other Qualified Certificate of Deposit
shall have a thirty (30) day maturity, or a maturity as close
to thirty (30) days as is reasonably practicable; t

(3) Decommissioning Trustee shall not invest in
any Qualified Certificate of Deposit issued by Decommissioning .!
Trustee or any affiliate of Decommissioning Trustee, APS, or
Pinnacle West Capital Corporation; and

'

(4) To the extent allowed by Applicable Law, i

Decommissioning Trustee shall collectively invest all assets in '

the Funds as well as all assets in the Funds created pursuant
to the Unit 2 Trust Agreement and the Unit 3 Trust Agreement in
as few Qualified Certificates of Deposit as is reasonably

I practicable.
,

,

,

..,

t

?

!

J
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Exhibit C
|

DECOMMISSIONING TRUSTEE FEE SCHEDULE * ]

A. Base Charae:

(1) $1,500 per. annum for the Decommissioning Trust ;

Funds, which for this purpose means the Decommissioning Trust i
#

Fund hereunder and the Decommissioning Trust Fund under the,

Unit 2 Trust Agreement and the Unit 3 Trust Agreement,
collectively;

(2) 41,500 per annum for the Second Funds, which-for +

this purpose means the Second Fund hereunder and the Second <

Fund under the Unit 2 Trust Agreement and the Unit 3 Trust- '

Agreement, collectively. ;

The Base Charge will be payable in arrears every
3

March 30, June 30, September 30, and December 30, beginning
December 30, 1988. The Base Charge payable on December 30,
1988 for both the Decommissioning Trust Funds and the Second >

' Funds will.be $750.

B. Asset Charae:

(1) The first $50 million of all assets held by
Decommissioning Trustee in the Funds, which for this purpose
means the Funds hereunder and the Funds under the Unit 2 Trust
Agreement and the Unit 3 Trust Agreement: .04% per annum.

(2) The next $50 million: .02% per annum.

The Asset Charge will be payable in arrears each
March 30, June 30, September 30, and December 30, beginning
December 30, 1988. For purposes of computing the Asset Charge,
the amount of assets in the Funds during each calendar quarter'

will be determined as of the last day of such calendar' quarter.t

l
C. Transaction Charae: $15 per Transaction, which means each
purchase, sale, redemption, or maturity of any securities held
in or on account of, or acquired for, the Funds, excluding,
however, any stock splits, interest payments, dividends or
other distributions in respect of such securities, and the
" cash sweeps" referenced in the second to last sentence ofi

Section 7(a);

The Transaction Charges will be payable in arrears
every March 30, June 30, September 30, and December 30,
beginning December 30, 1988. '

t
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4

D. Cash Sween Charae: Computed at a rate of .05% of the cash .

'
balances invested pursuant to the second to last sentence of
Section 7(a). Interest earned on cash sweeps will be returned ;

to the Funds net of the Cash Sweep Charge payable to
Decommissioning Trustee. !

E. Performance Measurement Charon: $750 per annum for
quarterly and annual performance measurement reports for the
Decommissioning Trust Fund and the.Second Fund hereunder and i

the Decommissioning Trust Fund and the Second Fund under the
Unit 2 Trust Agreement and the Unit 3 Trust Agreenent. The

'

annual Performance Measurement Charge covers the performance
measurement reports for all of the Funds described in the +

preceding sentence.

The performance Measurement Charge will be payable in
arrears every March 30, June 30, September 30, and December 30, -

beginning December 30, 1988. The. Performance Measurement
Charge payable on December 30, 1988 will be $187.50. ,

F. Unit Accountina Charge:

(1) $250 per annum for the-Decommissioning Trust
Fund; and *

(2) $250 per annum for the Second Fund.

The Unit Accounting Charge will be payable in arrears
every March 30, June 30, September 30, and December 30,
beginning December 30, 1988. The Unit Accounting Charge
payable on December 30, 1988 for both the Decommissioning Trust ;

Fund and the Second Fund will be $125.

,

* Unless otherwise agreed by APS and Decommissioning Trustee in
writing, this fee schedule is effective until September 28,
1990.

1

|
1

|

|
|

l
.
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; This Amendment No. 1, dated as of April 28, 1989,
to the Decommissioning Trust Agreement (PVNGS Unit 1),"

dated as of September 1, 1988, is entered into between
.

Arizona Public Service Company ("APS") and Harris Trust
| and Savings Bank, as Decommissioning Trustee

] (" Decommissioning Trustee").

E E C I I & L 5:

WHEREAS, APS and Decommissioning Trustee entered
into a Decommissioning Trust Agreement-(PVNGS Unit 1),
dated as of September 1, 1988 (the " Decommissioning Trust
Agreement"); and

WHEREAS, the parties hereto wish to amend
Exhibits B-1 and B-2 of the Decommissioning Trust

i Agreement; ,

NOW, THEREFORE, in consideration of the premises
and of other good and valuable consideration, receipt and
sufficiency of which are hereby acknowledged, the parties
hereto agree as follows:

,

& G B B E N E E I E:
!

SECTION 1. Amendment to Exhibits B-1 and B-2.

Effective as provided in Section 2 hereof,
Exhibits B-1 and B-2 of the Decommissioning Trust
Agreement are hereby replaced with Exhibits B-1 and B-2
hereto.

SECTION 2. Effectiveness.

This Amendment No. I and the amendment to
Exhibits B-1 and B-2 set forth in Section 1 hereof shall
become effective as of the date hereof upon the execution
and delivery of a counterpart of this Amendment No. 1 by

i APS and Decommissioning Trustee.

SECTION 3. Miscellaneous.
|

(a) Full Force and Effect.

*Except as expressly provided herein, the
,

Decommissioning Trust Agreement'shall remain unchanged and|

in full force and effect. Each reference in the
Decommissioning Trust Agreement and in any exhibit or
schedule thereto to "this Agreement," " hereto," " hereof"
and terms.of similar import shall be deemed to refer to

,

the Decommissioning Trust Agreement as amended hereby.'

- - _ - _ - _ _ _ _ _ _ _ _ . - . - - . . _ _ _ . - - _ , . , . - . .._ . . - .-.---. . - . _ .
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(b) Counterparts.,

This Amendment No. I may be executed in any
,

number of counterparts, all-of which taken together shall
constitute one and the same instrument, and any of the|

parties hereto may execute this Amendment No. l'by signing'

any such counterpart.
'

(c) Arizona Law.

This Amendment No. I shall be construed in
accordance with and governed by the law of the State of

i Arisona. |

IN WITNESS WHEREOF, the parties hereto have
caused this Amendment No. 1 to the Decommissioning Trust
Agreement to be duly executed as of the day and year first
above written.

4

ARIZONA PUB IC SERVICE COMPANY

By |W Y
v vf-

Title U* E D

HARRIS TRUST AND SAVINGS BANK, as
Decommissioning Trustee-

By 11
I I *

Tit 1e ASSISTANT VICE PRESIDENT.

| STATE OF ARIZONA )
) ss

County of Maricopa ;

The foregoing instrument was acknowledged before
ne this 27 day of April, 1989, by WILLIAM J. HEMELT ,

the TREASURER of ARIZONA PUBLIC
SERVICE COMPANY, an Arizona corporation, on behalf of said
corporation. g ,

h V3dC -

My commission expires:

I-14-9' ,y_

~'"" W A R & ~i%= i

2 --..

.
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STATE OF ILLINOIS )
) ss:

County of Cook )

The foregoing instrument was sp. knowledged before
me this 1Q._ day of April,1989, by faikevike FL Fvcu40n ,

a Trust Office of HARRIS TRUST AND SAVINGS BANK, an ' J

Illinois corporation having trust powers, as ,

Decommissioning Trustee, on behalf of said corporation.
.|p .s,

44 (4
{ W l{ 'YV' i

s. ~~
Notary Public

Mycommjssignespires:
I gy //[)

,

o

!

. . . ,

5229B
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EXHIBIT B-1
'

PERMITTED INVESTMENTS FOR THE DECOMMISSIONING TRUST FUND

The following restrictions are placed on the
investment of the assets of the Decommissioning Trust Fund: 'f

1. Securities of APS, APS's parent corporation, )
Pinnacle West Capital Corporation, or its affiliates, are not

!,

| permitted.
J
'

! 2. Securities issued by Maricopa County, Arizona
Pollution Control Corporation in connection with the financing
of certain facilities at the Palo Verde Nuclear Generation
Station are not permitted.

<

3. Securities issued by or-on behalf of any
participant in the Palo Verde Nuclear Generating Station arei "

; r.ot permitted.

4. There shall be no short-selling, securities
lending, options trading, financial futures, or other
specialized investment activity.,"

.

5. No investment shall be made which would cause the
' holding of any one issue (excluding obligations of the United
States Government and agencies of or guaranteed by the United
States Government), to exceed ten percent (10%) of the
aggregate assets held under this Decommissioning-trust -

Agreement, the Unit 2 Trust Agreement, and the Unit 3 Trust *

Agreement, valued at cost.

6. Bank certificates of deposits must be at banks'

with a minimum of one billion dollars ($1,000,000,000) in
assets.

7. Short-term taxable and non-taxable debt
securities are not permitted unless such securities have a

| rating of at least P-1 by Moody's Investors Services, Inc.
(" Moody's") and at least A-1 by Standard & Poors Corporation
("S&P").

8. Long-term taxable and non-taxable debt securitifts
are not permitted unless such securities have's rating of at >

least "A" by Moody's and S&P.

9. No investment shall be made which would cause
sixty percent (60%)Jor more of the aggregate assets held under
this Decommissioning Trust Agreement and the Unit 2 Trust
Agreement and the Unit 3 Trust Agreement to be invested in

,

equity securities,'

t

5234B
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EXHIBIT B-2 ;-

;

PERMITTED INVESTMENTS FOR THE SECOND FUND
,

!

The Second Fund must meet all applicable requirements
,

) of the Code, and applicable rules and regulations promulgated i

by the Internal Revenue Service with respect to a Nuclear. ;

Decommissioning Reserve Fund. |,

Qualified Investments j
;

,

The assets of the Second Fund shall be invested, I

without distinction between principal and income, directly in: i

i 1. Treasury bills, Treasury notes, Treasury Bonds ,

and Savings Bonds which are obligations of the United States H

and any other obligations of the United States which are taken
,into account for purposes of the public debt limit.

! 2. Obligations of a State or local governmental' unit
the interest on which is exempt from tax under section 103(a)

;
' of the Code which are not in default as to principal or

interest.

3. Time or demand de sits in a' bank (as defined in !

Section 581 of the Code) or an naured credit union (within the I

meaning of Section 101(6) of the Federal Credit. Union Act, 12 |

U.S.C. 1752(7) (1982)). For the purposes of this paragraph,
'

" time or demand deposits" shall include checking accounts, ' ;

savings accounts, certificates of deposit, and other time or !

demand deposits but shall not-include common ~or collective
trust funds.

Investment Restrictions

In addition to the investment requirements listed
above, the following restrictions are also-placed on the
investment of the assets of the Second Fund:

1. Securities of APS, APS's parent corporation,j Pinnacle West Capital Corporation, or its affiliates, are not ,
,

' permitted.

2., _ Securities issued by Maricopa County, Arizona
Pollution Control Corporation in connection with the financing
of certain facilities at the Palo Verde Nuclear Generation
Station are not permitted.

3. Securities-issued by or on behalf of-any
participant in the Palo Verde Nuclear Generating Station are
not permitted.

|
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4. There shall be no short-selling, securities I

i1ending, options trading, financial futures, or other
!

*

specialized investment activity.

5. No investment shall be made which would cause the j

holding of any one issue (excluding obligations of the United i

States Government and agencies of or guaranteed by the United
States Government), to exceed ten percent (10%) of the
aggregate assets held under this Decommissioning Trust
Agreement, the Unit 2 Trust Agreement, and the Unit 3 Trust
Agreement, valued at cost.

6. Bank certificates of deposits must be at banks
with a minimum of one billion dollars ($1,000,000,000) in
assets.

7. Short-term taxable and non-taxable debt
securities.are not permitted unless such securities have a 4

rating of at least P-1 by Moody's Investors Services,-Inc.
(" Moody's") and at least A-1 by Standard & Poors Corporation

*

("S&P"). ,

8. Long-term taxable and non-taxable debt securities
are not permitted unless such securities have a rating of at
least "A" by Moody's and S&P.

,

.

,

1

|
.-

i5235B
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ATTACHMENT APS-4 |
1

- f.

i
!

|
.1

1

INVESTMENT MANAGEMENT AGREEMENT
Dated as of April 28, 1989 ,

between. '

AR%ONA PUBLIC SERVICE COMPANY
,

and

RCN CAPITAL MANAGEMENT

g

!

.|

,

|
;

|
,

!

1

|

!

.

9 839

|

| |

|
'

,

1
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INVESTMENT MANAGEMENT AGREEMENT |

INVESTMENT MANAGEMENT AGREEMENT (the " Agreement") )
dated as'of April 28, 1989, between RCM CAPITAL |

MANAGEMENT, a California Limited Partnership (the
" Manager"), and ARI5ONA PUBLIC SERVICE COMPANY, an Arizona j
corporation ("APS").

,

EPS has entered into those certain
Decommissi.oning Trust Agreements for PVNGS Unit 1, PVNGS ;

Unit 2, and PVNGS Unit 3, respectively, dated as of
September 1,--1988, as each has.been amended by Amendment

!

j No. 1 thereto: dated as of. April 28, 1989 (as so amended, ,

the " Decommissioning Trust Agreements"), between Harris'

Trust and Savings Bank (" Decommissioning Trustee") and APS.i

,

Pursuant'to the. Decommissioning Trust Agreements,
APS has established a separate decommissioning trust fund 4

| (a " Decommissioning Trust Fund") and a separate second |
1 fund (a,"Second Fund") for each of PVNGS Unit 1, PVNGS

Unit 2, and PVNGS Unit 3, for the accumulation and funding
, ,

of amounts and expenses of Decommissioning and the
establishment, management, and maintenance of such funds.

i (Esch fund is sometimes herein referred to'as a " Fund" and
| collectively as the " Funds.")- Each of the Second Funds,

'

but not the Decommissioning Trust Funds, is intended to'

qualify as a " Nuclear Decommissioning Reserve Fund," as
referred to in Section 468A of the Code.

Section'7(c) of each of the Decommissioning Trust
Agreements authorises APS to appoint one or more

( investment managers to direct the investment of all or any
'

part of the assets of the Funds, and APS desires to employ
the Manager pursuant to this authority. j

NOW, THEREFORE, in consideration of the promises
and mutual covenants contained herein, the parties hereby
agree as follows:

,

- Section 1. Definitionar Rafarancas to sections.
All capitalized terms used herein and not otherwise
defined herein shall have the meanings.es set forth in
Exhibit A hereto. Unless otherwise stated, references to
a section are to a section of this Agreement ~.-

Section 2. Employment of Manager. APS hereby
employs the Manager to direct.the investmentLand
reinvestment of those assets of the Funds specified in
Exhibit B hereto and/or such other assets as APS may
designate in writing from time to time, including all

1

2--

>
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dividends, interest, cash, instruments, and other property
from time to time received, receivable, or otherwise
distributed or distributable in respect of or in exchange
for any or all such assets, all proceeds of any of the
foregoing and any property of any character whatsoever
into which any of the foregoing may be converted (the
" portfolio"). Manager acknowledges that Exhibit B may be
revised from time to time by APS in its sole discretion
(subject to approval.of the ACC, FERC, and/or any other
Governmental Authority, when deemed necessary by ApS,
provided, however, that the provisions of this
parenthetical shall not be deemed to impose upn the
Manager any duty or responsibility for determining.whether
any such approval is required or has been obtained) upon
written notice to the Manager. APS acknowledges that it
has received copies of what the Manager represents =is
part II of the Manager's yorm ADV as amended to date, or a
separate brochure which the Manager represents contains
the same information as is in such part II.

Section 3. Acceptknea of AnnoinHnant. The
Manager hereby accepts the appointment as investment

'

manager and agrees to supervise and-direct the investment
and reinvestment of the portf3110 in accordance with this
Agreement. Concurrent with the execution of this
Agreement, the Manager shall certify in writing, by
telecopy or similar means, to Decommissioning Trustee,
with a copy to ApS, (i) that it has accepted the
appointment as Manager, provided, however, that the
execution by the Manager of this Agreement and the
transmittal of an asecuted copy hereof to the
Decommissioning Trustee by telecopy or other means shall
constitute adequate acceptance of the appointment by
Manager, and (ii) the identity of the person or persons i

authorised to give instructions or directions to
Decommissioning Trustee on its behalf, including specimen
signatures. A hard copy of each of (i) the executed
Agreement and'(ii) the list of persons authorised to give
instructions or directions to the Decommissioning Trustee ,

"shall be transmitted to the Decommissioning Trustee, with
a copy to ApS of the list described in (ii) of this
sentence, promptly after the execution hereof, provided,
that, the receipt by the Decommissioning Trustee and/or
APS, as the case may be, of a hard copy of the documents
listed in (i) and/or (ii) of this sentence shall not be a
prerequisite to the effectiveness of this Agreement. The

,

Manager acknowledges that Decommissioning Trustee may !

continue to rely upon such certifications unless otherwise.
notified in writing by the Manager. -The Manager shall' 1

provide to APS a copy of any such notification to the
Decommissioning Trustee. ;

|
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| Section 4. The Portfolio. On a continuing basis

| and upon reasonable request of the Manager, APS shall
provide, or shall request the Decommissioned Trustee to

; provide, such information concerning security transactionsi

| and the status of the Portfolio as it may have in its
possession. Payments from the Funds that are chargeable

:

| against the Portfolio, and transfers of assets to or from
i

a Fund and allocable to the Portfolio, may be made from
' time to time.as provided herein and in the Decommissioning {

Trust Agreements. ApS shall promptly notify, or shall'

cause the Decommissioning Trustee to promptly notify, the
Manager of any such payment or allocation.

Section 5. Investment Powers. The' Manager shall-

exercise the following investment powers over the ,

Portfolio in a fiduciary capacity and in the best interest
'

i of the Funds that constitute a portion of the Portfolio I

) and the beneficiaries thereoft
5.1 (a) Subject to the provisions of this

', Agreement, the Manager shall have discretion in the
investment and rainvestment of the assets held in the
Portfolio and shall determine what securities or other j

property shall be acquired, held, or disposed of for the ;

Portfolio, and what portion of the assets held in Lhw l
Portfolio shall be held in cash or cash equivalenta, '

provided, however, that APS shall give, or shall cause thea

! Decommissioning Trustee to give, the Manager reasonable
advance notice of'any cash requirements, and the Manager
shall maintain in cash or cash equivalents sufficient
assets to meet such cash requirements. ' Subject to the
provision" of Section 5.1(c), the Manager shall have

invest and reinvest the assets of-theauthority -

Portfolio . a manner designed to maximise and preserve !i
I! the income a..J principal thereof for the purposes stated

herein and in the Decommissioning Trust Agreements. In I

determining the potential liability of the Manager for
failure to maximise and preserve the inLone and principal
of the Portfolio, the provisions.of Section 6 hereof shall
control.

(b) The Manager shall not be required to take
any action with respect to the voting'of proxies solicited
by or with respect to the issues of securities in which
assets of the Portfolio may be invested but, upon the
request of APS, shall consult with APS concerning the~

voting of such proxies. The 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 and
Applicable Law. In construing the responsibility of the
Manager under the immediately preceding sentence, APS

4
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!

shall be responsible for advising the Manager as to any
Applicable Law of the ACC, FERC, and the NRC as it

i pertains to the Portfolio and this Agreement. The
provisions of Section 6 hereof shall control in-
determining the liability of the Manager for failure to
carry out its duties hereunder in a manner that conforms,

i to the particular sections of the Code that are cited in
Section 6.i

| (c) Notwithstanding anything to the contrary in
! this Agreement, the Manager chall at all times invest and

reinvest in accordance with the investment parameters for
,
~ each of the Decommissioning Trust Funds and the Second- 1

1

! Funds attached hereto and incorporated herein as Exhibits
; c-1 and c-2, respectively, as the'same may be revised from

time to time by APS in its sole discretion (subject to
approval of the ACC, FERC, and/or any other Governmental |"

Authority, when deemed necessary by APS, provided,
however, that-the provisions of this parenthetical shall
not be deemed to impose upon the Manager any duty or
responsibility for determining whether any such approval
is required or.has been'obtained) upon written notice to
the Manager; nrovidad. however, that no such investment or >

reinvestment of the assets of the Portfolio shall be made
by the Managert

,

(i) in the case of assets allocable to
: any of the Second Funds only, unless such
! investment is a permitted investment for a

Nuclear Decommissioning Reserve Fund under
Section 468A of the Code and the United |

States Treasury Regulations issued
| thereunder; or

(ii) if APS has delivered to the
Manager a copy of an order of a state or
Federal regulatory agency that APS certifies
is binding on APS, limiting the obligations
or securities in which all or a part of any

'

Fund may be invested, unless such investment
is in accordance with such order, and the
Manager shall be entitled to rely on such
order until notified in writing to the ,

contrary by APS; or
-

(iii) in any bank, savings and loan
association, or other financial institution
whose deposits are not insured by the
Federal Deposit Insurance Corporation, the
Federal Savings and Loan Insurance
Corporation, or other comparable federal
agency.

|
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|

\
' In determining the po6.ential liability of the Manager

under this Section 5.1(c) the provisions of Section 6a
i shall control.

| 5.2 The Manager may not authorise or cirect any !
sale, exchange, or other transaction that would constitute
en act of "self-dealing" within the meaning of Section!

4951 of the Code, as such Section is made applicable to
;

j any of the Second Funds by Section 468A(e)(5) of the Code,
!

any regulations thereunder, and any applicable successor
i provision, provided, however, that for the purpose of :

determining those persons who are affiliates of ApS, the
!, Manager may rely on the most current list provided by APS

,

to the Manager for that purpose. APS may also provide the
! Manager with, and the Manager may. rely upon, the most
i current list of those persons who are affiliates-of the

Decommissioning Trustee. In determining the potential
. liability of the Manager under the immediately preceding:

||
sentence, the provisions of Section 6 shall-control.

I 5.3 Nothing in this Agreement shall be deemed.to
: authorise the Manager to take or receive custody or

physical possession or control of any assets held in the, ,

Portfolio, it being intended that the Decommissioning );

Trustee, pursuant to the terms of the Decommissioning !

Trust Agreements, shall have sole responsibility for the
;

j safekeeping thereof and'the physical consummation of all
i transarttions made pursuant.to the. direction of the Manager
j or otherwise.

5.4 The Manager is hereby empowered and
auchorized to issue and place orders for the purchase or
sale of securities for the Portfolio directly with
qualified brokers or dealers. The Manager shall promptly,
and in any event within two business days of the order or
authorisation, provide to the Decommissioning Trustee
wfitten notification of each such order and of the
issuance of appropriate trading authorisations. The
Manager shall also. instruct the broker or dealer concerned
to forward a copf of the confirmation of the execution of '

any such order to the Decommissioning Trustee and, if APS
so requests, to APS and other interested parties.

5.5 Unless otherwise specified in writing to the
Manager _by APS, all orders for the purchase and sale of

i

securities for the Portfolio shall be placed in such
markets and through such brokers or dealers as in.the
Manager's best judgment offer the most favorable price and
market for the execution of such transactions. In
selecting a broker or dealer for any transaction or series
of transactions, the Manager may consider a number.of

-6-
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|

factors, including, for example, not price, reputation,
financial strength and stability, efficiency of execution, l
block trading and block positioning capabilities, |willingness to execute related or unrelated' difficult ;

transactions in the future, order of call, and other :

matters ordinarily involved in the receipt of brokerage j
services generally. In no event shall the Manager be .

'

under any duty to obtain the lowest commission, dealer
epread, or best not price for the Portfolio on any

>

,

particular transaction, provided that the Manager !
?

| determines in good faith that a particular commission,
dealer spread, or not price is reasonable. Nor is the

| Manager under any duty to execute any order in a fashion .

either preferential to the Portfolio relative to other |'

like. accounts managed by the Manager or otherwise- !

materially adverse to such other accounts. Brokerage :
fees, commissions, and dealer spreads shall be evaluated ;

1

i
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 Manager's .

: overall responsibilities for the Portfolio and for other'

similar accounts for which the Manager exercises
1 investment discretion. APS also understands that the

receipt and use of such services will not reduce the
, Manager's customary and normal research activities.

5.6 Provided that the restrictions of this
| Agreement and the investment objectives of the Portfolio

are adhered to, APS agrees that the Manager may aggregate
sales and purchase orders of securities held in the

; Portfolio with similar orders being made simultaneously
for other portfolios managed by the Manager if, in the'

| Manager's judgment, such aggregation shall result in~an
| overall economic benefit to the Portfolio, taking into '

consideration the advantageous selling or purchase price,
brokerage commission and other expenses, and-trading
requirements. In accounting for any such aggregated
order, price, commission and dealer discount or spread
shall be averaged on a par bond or per share basis daily.
APS ackAowledges that the Manager's determination of such

*economic benefit to the Portfolio is based on an
evaluation that the Portfolio is benefited by relatively
better purchase or sales prices, lower _ commission expenses
and beneficial timing of transactions, or a combination of
these and other like or unlike factors.

Section 6. Linh111tv and Indamnification
r

6.1 The Manager shall be liable-for, and shall
indemnify and keep harmless the Portfolio, the Funds, and 4

.

-7-
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1i

b '

APS from, any costs and liabilities (including, Rig.
,

attorneys' fees and disbursements) arising from the .4

Manager's own acts or omissions (and those of its'

officers, employees, and agents) occasioned by the willful
misconduct or negligence of the Manager, and/or its
officers, employees, or agents; provided, however,' that
the Manager shall not be liable for the acts, omissions,

j or defaults of an agent (other than its own officers or f

employees). acting in its capacity as a broker / dealer, |
; provided that such agent (1) is a widely recognised bank jj

1- or broker / dealer that commonly engages in siM1er >

investment transactions with institutional investors, and |
'

(2) was selected with reasonable care and the performance :

I and status of the agent is monitored throughout the- |
duration of the agency relationship. This Section 6.1

;
shall not apply to liability of the Manager under

| Section 6.2 hereof. !

6.2 Notwithstanding the provisions of .

Sections 6.1_and 6.3, the Manager (and not the Portfolio,
the Funds, or APS) shall be liable with. respect to its
actions hereunder as Manager, for (a) any tax imposed
ander Section 4951 of the Code (or.any applicable

i successor provision) as such section is,made applicable to
any of the Second Funds and/or (b) any taz liability

i resulting from disqualification by the IRS of any of the ,

! Second Funds as a result of a violation of the -

restrictions on the investment of Portfolio assets as set'

forth in Section 5 and Exhibits C-1 and C-2 hereof,
: provided, however, any liability to the Manager under

,

1 Section 6.2(b) is limited to the tax liability resulting
| from the deemed distribution of the balance of any such
' disqualified Second Fund on-the date of such deemed

distribution. This section 6.2 shall be-in effect for a
period of one year from the effective date of this
Agreement and shall be extended by further written
agreement between the Manager and APS.

6.3 Except as otherwise provided in this
Section 6, APS agrees (1) not to hold Manager, or any of

| its partners or employees (collectively, the ' Covered
Parties') liable for, and (ii) to indemnify or insure the'

covered Parties against, any costs and liabilities
1

(including, sagt, attorneys' fees and disbursements) the
| Covered-Parties may ineur as a result oft (a) any claim
| against any of the Covered Parties arising'out of an
| investment decision or other action taken or omitted by-
| the Manager in good faith exercise of its powers

hereunder, or otherwise related to this Agreement,

|
|

8--
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i

I excepting matters as to which the Manager shall be finally
adjudged to have been guilty of willful misconduct or j

negligence; (b) except as provided in Section 6.2 hereof. 1

I 6.4 APS shall furnish to the Manager and keep |

current a list of persons constituting " disqualified |
Persons' with respect to ApS and its affiliades-(within
the meaning of Code Section 4951(e)(4)) and in connection-

4

| with the Second Funds. APS may also include on such list
or on a separate list persons constituting " disqualifiedd

persons" with respect to the Decommissioning Trustee and"

its affiliates. For the purpose of determining those ,

persons who are affiliates of APS and/or the |
*'

Decommissioning Trustee under the provisions of code 1

i Section 4951, the Manager may rely on the most current
; lists provided for in this Section 6.4.

6.5 In the event that the Manager authorises the
purchase of a security for any of the Second Funds, which,
on the date the security was purchased, is not a permitted
investment under Code Sections 501(c)(21)(B)(ii) and/or'

468A(e)(4)(c) as such Sections are applicable to any of
the Second Funds (an " Impermissible purchase"):

,

I (a) at the time any such Impermissible
.

j purchase is identified as such, the Manager shall promptly |
' seeA to have the trade reversed and/or direct the 1

! Decommissioning Trustee of the Second Fund (s) that have j

been affected to sell the security and to replace it with
a permissible securities investment of equal value; and

| (b) the Manager will reimburse the Second
^

Fund (s) so affected for any investment loss incurred as a
result thereof.

6.6 Should a security or securities purchased
for any of the Second Funds cease to be described by
either of Sections 501(c)(21)(B)(li) and/or 468A(e)(4)(C)
of the Code (because of a change in Applicable Law or a
change in such secur$ty or the issuer thereof), at the

. time this is ascertained the Manager will direct the
i Decommissioning Tru'Jtee to sell the security or securities
i and use the procee6s to purchase securities which are
j permissible investments under'such sections.- !

*~6.7 APS shall promptly notify the Manager upon
' the discovery by APS of any security purchased by the

|
,

-9
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1

!

|
'

i Manager for any of the Second Funds which, in the opinion
of APS, may not meet the investment restrictions set forth i

in Sections 501(c)(21)(B)(ii) and/or 468A(e)(4)(C) of the !'

Code as such Sections are applicable to any of the Second |,

I Funds. The provisions of Section 5.7, however, shall not '

be deemed to relieve the Manager from any cost or J

liability otherwise imposed upon it under the provisions ,

of Section 6 hereof. |
'

'
6.8 Should any action of the Manager cause or

result in an assertion by the IRS that any of the Second ,
4

! Funds fail to qualify under Section.46SA of the Code, and i

|
APS determines to defend its qualified status, the Manager

'shall cooperate with APS in every reasonable manner,-

including providing its investment and-trading
professionals as expert witnesses at no cost to APS, the :

tPortfolio, or any of the Second Funds.;

L
! Section 7. Information and annertg. .-

1 7.1 Within forty-five days after the close of
each calendar quarter, the Manager shall submit a written
report to APS and the Decommissioning Trustee eletailing

!the' actions taken by.the Manager under this Agreement4

during such calendar quarter. Such reports shall contain
'

an asset summary, tho. Portfolio 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
| reasonably be requested by APS. Available twelve-month

and market cycle Period results shall also be provided.'

7.2 The Decommissioning Trustee, in performing !
its duties under the Decommissioning Trust Agreements, -

and/or APS may from time to time request the Manager to.

furnish the Decommissioning Trustee and/or APS with
reports of the valuation of particular assets held in the
Portfolio and copies or summaries of any-report:of the
Manager containing reasonably current information as to
the valuation or factors affecting the valuation'of such
assets. The Manager shall provide such reports-as the
Deconnaissioning Trustee and/or APS reasonably requests.

: 7.3 The Manager shall keep accurate,and detailed
records..and accounts of all investments of the Portfolio
and of all receipts, disbursements, and other transactions
hereunder affecting the Portfolio. All such records and
accounts, and all documents relating thereto, shall be
open at all reasonable times and under reasonable

-10-
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conditions to inspection and audit by any person or
'

persons designated by APS.
i

7.4 APS and the Manager agree to provide to each '

other such information as the Manager or APS, as the case j
may be, may reasonably request to enable it to carry out '

its duties, obligations, and responsibilities under this 1

Agreement, the Decommissioning Trust Agreements, and i

Applicable Law. !i

\
t

Section 8. Ranrementations and covenants of tha ;
L Manager. )
i

| _8.1 The Manager represents and warrants that it
is duly registered as an investment adviser under the
Investment Advisers Act of 1940, as amended, and agrees to <

use its best efforts to maintain such registration or
status in full force and effect throughout the term of
this Agreement. The Manager agrees that as soon as it
knows or has reason to know that such registration status .

may terminate, it shall notify APS promptly, and.in any
event within two business days thereof. The Manager
further represents and warrants that the esecution and
performance of this Agreement do not contravene the ,

provisions of the Investment Advisers Act of 1940, as ;

amended, and that if the continued performance of this ;

Agreement shall at any time hereafter be prohibited by or -

f in contravention of such Act, whether as a result of -

| amendment of such Act or otherwise, the Manager shall ;
promptly notify APS of such fact.

8.2 The Manager agrees to notify APS'in writing
of any (i) change in the partnership membership of Manager
and (ii) change in the personnel of the Manager having
management or supervisory responsibility for the

;

Portfolio, in advance, if possible, and otherwise
promptly, and in any event within two business days, after
any such change occurs.

8.3 The Manager acknowledges and agrees that it
shall be a " fiduciary" with respect to the Portfolio and ;

that it shall discharge its duties. hereunder at all times 1
with the care, skill, prudence, and diligence under the
circsmstances then prevailing that a prudent man acting i,n
a like capacity and familiar with such matters would use
in the donduct of an enterprise of a like character and
with like aims. The Manager agrees to exercise its power
and to discharge-its duties hereunder in.accordance with
the provisions hereof and of the Decommissioning Trust

-11-
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| Agreements. The Manager acknowledges that it has received |
| copies of the Decommissioning Trust Agreements.
|

8.4 The Manager agrees to notify APS promptly, !
|
. and in any event within two business days, 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

I
; administrative proceeding, if such proceeding, suit,

action, or administrative proceeding arises out of the'

conduct by the 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 ,

regulation, and (ii) the 2ommencement of any other
proceeding, suit, or act4on, whether civil or criminal,i

against the Manager or any of its principals, affiliates,
or employees if an unfavorable determination in such' '

i proceeding, suit; or action against any such person would,
.

in the reasonable opinion of the Manager, have a material
| adverse effect on the Manager's financial position or

stability or otherwise interfere with the performance ofi

its duties hereunder. ,

,

) Section 9. Eman. In consideration of the '

-

services performed by the Manager hereunder, APS will pay' ,

or cause to be paid to the Manager, as they becom,e due and '

payable, reasonable fees for all services rendered bf iti

| hereunder as agreed to by APS and Manager from time to
time, the current compensation arrangement being
determined in accordance with the schedule of Fees ,
attached hereto as Exhibit D. - Until such time as APS

| shall otherwise advise the-Manager in writing, ApS hereby 1

'

authorises the Manager to charge the Partfolio for the
full amount of such fees as they become due and payable,
provided that a copy of each fee statement sent to the
Decommissioning Trustee is at the same time sent to APS.

;
' In the event of termination of this Agreement, any

management fees paid in advance pursuant to such fee
~

schedule will be prorated as of the date of termination
and the unearned portion thereof will be returned to the
Funds.

Section 10. Amendment and Termination.

10.1 ...Except as'otherwise provided in this
Agreemen't', this Agreement may not be amended or modified
except by a writing signed by the parties hereto. The
parties agree that they will execute any amendments'

|
|

1

-12-
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requested by APS that are necessary.to secure and maintain
the qualification of each of the Second Funds as a
* Nuclear Decommissioning Reserve Fund * under-Section 468A
of the Code and the deduction of contributions.to each of
such Funds as provided by such Section, or to comply with
Applicable Law.

10.2 This Agreement shall be effective as of the
date of its execution by all parties.

10.3 APS may terminate this Agreement with or
without cause at any time (subject to the approval of the
ACC, FERC, and/or any other Governmental Authority, when
deemed necessary by APS; provided, however, that the
provisions of this parenthetical shall not-be deemed to
impose upon the Manager any duty or responsibility for
determining whether any such approval is required or has
been obtained) by written notice to the Manager, which
shall be effective upon receipt or upon such other time as
is stated in the notice, provided, however, that all-
rights and obligations under.Section 6 of-this Agreement
shall survive such termination. If at any time the
representation contained in the first sentence of Section
8.1 hereof ceases to be true, this Agreement shall i

iterminate immediately and the. Manager shall cooperate with
APS in the delivery of any of the assets, books, or
records pertaining to the Funds or the Portfolio that are
then in the possession or control of the Manager,

i

10.4 The Manager may terminate this Agreement
with or without cause at any time upon sixty days' prior
written notice to APS, provided, however, that all rights
and obligations 'inder Section 6 of this Agreement shall
survive such terwination.

>

Section 11. Miscellaneous.

11.1 This Agreement shall be binding upon and
inure to the benefit of each party and its successors and
permitted assigns. i

'11.2 No assignment of this Agreement or any '

rights or duties hereunder shall be made by Manager ;

without the prior written consent of APS. As used in this !

Section.11.2, the term " assignment" shall have the meaning
given in the Investment Advisers Act of 1940 and the rules
and regulations thereunder.

'

i

i

-13-
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i

11.3 Any notice, direction, report or other ;

communication to APS, the Manager, or the Decommissioning i

Trustee sh?11 be addressed as follows (or to such other >

Iaddress as say such person may from time to time designate
i

| by notice in uriting to each other such person): j
|- :

1 (a) To APS:
:

|
Arizona Public Service Company
P.O. Box 53999

.t
'

Phoenix, Arizona 85072'

Attention: Treasurer ;

(b) To the Manager:
,

RCN Capital Management
Four Embarcadero Center, Suite 2900
San Francisco, California 94111 j

'

Attention: E. Rust Muirhead ,

.

(c) To the Decommissioning Trustee:

Harris Trust and Savings Bank
111 Most Monroe Street '

Chicago, Illinois -60603
i Attention:- Katherine Freytag ;

11.4 Any notice, direction,. consent or ;

communication to the Manager by APS under Section 2, 4.2, )
5.1(a), 9, 10.1, 10.3, or'11.2 may be given only by the '

,
President, any Vice-President, the Treasurer, or the |
Secretary of APS. .I

"

|
' 11.5 In the event that any of the Decommissioning

Trust Agreements is. amended after the execution of this-
Agreement, APS shall furnish the Manager with a copy'of-

|such amendment promptly after such amendment is adopted,
and the parties agree to execute any amendment (s) to this
Agreement m'ade necessary or advisable thereby, for the

| purpose of conforming this Agreement to changes made by I
amendment of any of the Decomunissioning Trust Agreements. |

1

11.6 This Agreement shall be deemed to be a I
contract made in the-State'of Arizona for all purposes and- ,

shall bi~ construed in accordance with and governed by the i

laws of the such State. I

11.7 In case any provision of this Agreement-
shall be held invalid or illegal for any reason, such

.

,

-14-
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invalidity or illegality shall not affect the remaining
provisions of the Agreement, but shall be fully severable,
and the Agreement shall be construed as if such illegal or
invalid provisions had not been included herein.

11.8 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.

11.9 This Agreement may be executed in any number
of counterparts, each of which shall be deemed an
original, but all of which taken together shall constitute,

one and the same instrument.
'

11.10 Each of the individuals whose signature
appears below warrants that he or she has full authority
to execute this Agreement on behalf of the party on whose
behalf he or she has affixed his or her signature to this-
Agreement.;

In recognition of their acceptance of the
terms and conditions of this Agreement, APS and the
Manager hereby execute this Agreement by their duly
authorized representatives, as of the 28th day of. April, |

1989. |
,

1

|

ARIZONA PUBLIC SERVICE,
COMPANY, an Arizona
corporation

By:
Title: /hDEAtilDen

|

!

RCM CAPITAL MANAGEMENT, a
California Limited
Partnersh (Manager)

By: Lee N. Price. . . -

Title: General Partner of RCM General
its General Partner

;

>
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'
EXHIBIT A j

i

&CC shall mean the Arizona Corporation Commission'

i or any successor agency.

!
Aeoliemble Law shall mean all applicable laws, ,

statutes, treaties, rules, codes, ordinances, regulations,
'

]
permits, certificates, orders, interpretations, licenses,
and permits of any Governmental Authority and judgments,

9 decrees, injunctions, writs, orders, or'like action of any ,

any court, arbitrator, or other judicial tribunal
'

(including those pertaining to health, safety, the;
,

environment, or otherwise) .-

Cada shall mean the Internal Revenue code of :
1986, including any amendments thereto, any regulations ,

-thereunder, and any applicable successor provisions. ,

,

Dacommimminning shall mean the decommissioning
and, whether or not occurring simultaneously therewith,
retirement from service of Unit 1, Unit 2, and/or Unit 3,

1

and the related possession, maintenance, removal, and'

disposal of material, radioactive or otherwise, used in or ,
,

produced by or relating to Unit 1, Unit 2, and/or Unit 3,
.

including, without limitation, as appropriate, ,

(i) placement and maintenance in a state cf protectived

storage, (ii) in-place entombment and maintenance,
(iii) dismantlement, (iv) proper and permanent removal,,

decontamination, disposition and disposal of all :'

radioactive material (other than nuclear fuel) and all
equipment and fixtures, (v) rasing, (vi) removal and
disposition.of debris related to Unit 1, Unit 2, and/or

| Unit 3, from the PVNGS site, (vii) restoration, and
' release by all Governmental Authorities having

jurisdiction, of the PVNGS site related to Unit 1, Unit 2, I

and/or Unit 3, for unrestricted use, (viii) any other '

actions related to decommissioning and retirement from )
service required by the NRC, and (iz) all activities l

undertaken incident to the implementation thereof. ]

FERC shall mean the Federal Energy Regulatory
,

Commission of the United States of Awerica or any-'-

successor agency..
..

Governmental Authority shall mean any Federal,
,

| state, county, municipal, foreign, international, regional
or other governmental authority, agency, board, body,'

instrumentality, or court.

-16-
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IRS shall mean the Internal Revenue Service of
|. the United States Department of the Treasury or any

successor agency.

ERC shall mean the United States Nuclear4

Regulatory Commission or any successor agency.

Permitted Investments shall mean investments for'

the Decommissioning Trust Funds and the Second Funds that
.

comply with the investment parameters set forth in
i Exhibits C-1 and c-2 hereto, respectively, as revised from
'

time to time.

PVNGS sha) , mean the Palo Verde Nuclear Generating

Unit i shall mean the 1,270 megawatt unit, j
;

| commonly known as Unit 1, at>PVNGS. !

;

Unit i Trust Aara===nt shall mean that certain
Decommissioning Trust Agreement (PVNGS Unit 1), dated as
of September-1, 1088, as amended by Amendment No. I
thereto, dated as of April 28, 1989, between APS and )
Decommissioning Trustee. ;

,

Unit 2 shall mean the 1,270 megawatt unit,
commonly known at Unit 2, at PVNGS.

Unit 2 Trust Aare== ant shall mean that certain
' Decommissioning Trust Agreement (PVNGS Unit 2), dated as ;

.

of September 1, 1988, as amended by Amendment No. 1
thereto, dated as of April 28, 1989,.between APS and
Decommissioning Trustee.

Unit 2 shall mean the 1,270 megawatt unit,
commonly known as Unit 3, at PVNGS.

Unit 3 Trust Aareament shall mean that certain
Decommissioning Trust Agreement (PVNGS Unit 3), dated as
of September 1, 1988, as amended by Amendment No.-1
thereto, dated as of April 28, 1989, between APS and
Decommissioning trustee.

- ...

. ..

-17-
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Dated: April 28, 1989,

|

| EXHIBIT B-

' Description of the Portfolio-

All assets held in the Deconnaissioning Trust Fund and the.
6econd Fund at April 28, 1989 for each of (i) PVN38 Unit 1
pursuant to the Unit 1 Trust Agreement, (ii) PVNGS~ Unit 2
pursuant to the Unit 2 Trust Agreement, and (iii) PVNGS
Unit 3 pursuant to the Unit 3. Trust Agreennent. ,

|

I

I
-

,

e

, , , ,

i

f
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Dated: April _28, 19891
EXHIBIT C-1

PERMITTED INVESTMENTS FOR THE DECOMMISSIONING. TRUST FUNDS

The following restrictions are placed on the
investment of.-the assets of any of the Decommissioning ^

'
Trust Funds:

1. SecuritiesofAPS,-APS's' parent'corpohation,-
Pinnacle West Capital Corporation, or its-affiliates, are
not-permitted.

2. Securities issued by Maricopa County,.
.

t

Arizona Pollution Control Corporation in connection |with.
the financing of certain facilities at the Palo-Verde
Nuclear Generation Station are not permitted.

3. . Securities issued by or on behalf of-any_
participant in the Palo Verde Nuclear Generating Station'

are not permitted..

4. There shall be no short-selling, securities
lendingr options trading,-financial futures, or other
specialized investment activity.

5. No investment shall be'made which~would;
cause the holding of any cne issue (excluding obligations

the United States Government'and agencies'of or
guaranteed by the United States Government), to exceed ten
percent-(10%) of the aggregate assets held underithe Unit
1 Trv4t Agreement, the Unit-2 Trust Agreement, and the
Ur' Trust Agrenment, valued at cost.

6. Bank certificates of deposits must be at
.w -Ar ith a minimum of one billion dollars
r $1, - ( C00,000) in assets.

7. Short-term taxable and nontaxable debt
securition are not permitted-unless such securities have a
rating.of at least P-1 by Moody's Investors Servicesr Inc.
(" Moody's")-and at least A-1 by. Standard & Poors
Corporation ("S&P").

.8. Long-term taxable and' nontaxable debt'
securities _are not permitted unless.such' securities'h' ave ~at
rating of at least "A*|by Moody's and S&P.

9. No-investment shall be made which would
cause sixty percent (60%) or more of-theraggregate' assets-
held under the Unit 1 Trust Agreement and the Unit 2 Trust
Agreement and the Unit 3 Trust Agreement to be' invested 11n
equity' securities.

-19-
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Dated: April 28, 1989

EXHIBIT C-2 ;

PERMITTED INVESTMENTS FOR THE'SECOND~ FUNDS

Each of the Second Funds must meet'all-applicable r
4thquirements of the Code,-and' applicable rules and.

-regulations promulgated by the Internal Revenue Service
with respect to a Nuclear Decommissioning Reserve-Fund.

,)

Qualified investmants .!
l l

The assets of each of the Second Funds shall.be- ;

' invested, without distinction between principal and.
income, directly in:

.

1. Treasury bills, Treasury notes, Treasury
Bonds and Savings Bonds which are obligations of the' a
United States and any other obligations of the United ,;
States which are taken into account'for purposes of the
public debt limit.

2. .' Obligations of a State-or local governmental I

| unit the interest on which is exempt from tax under ;

Section 103(a) of the Code which are not in default as to,

! principal or interest.-

3. Time or demand deposits in a bank-(as
L defined in Section 581 of the Code)-or an insured credit -i

-

E union (within the meaning of~Section 101(6) of'the Federal,
Credit Union Act, 12 U.S.C. 1752(7) (1982)). For.the g
purposes of this paragraph, " time or demand' deposits"- ' -

shall include checking accounts, savings accounts,
. certificates of deposit, and other-time or demand deposits
but shall not include common or collective trust funds.

Investment Restrictions.
1

E In addition to the investment requirements-listed
above, the following restrictions are also placed on the- |

investment of = the assets of each of the Second' Funds:

.. l . Securities of APS, APS's. parent corporation,
Pinnacle, West Capital Corporation, or its affiliates, are
.not permitted.

2. Securities issued by Maricopa County,
Arizona Pollution Control Corporation in connection with
the financing of certain-facilities at the Palo Verde
Nuclear Generation Station are-not permitted.

.

-20-
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Dated: April 28, 1989- '')Exhibit C-2,1page 2-

3.- Securities issued by or on behalf of any l
~

| participant in~the Palo Verde Nuclear Generating Station'are I
not: permitted. i

1

4. . There shall be no short-selling, securities i

lending, options trading,1 financial: futures, or other
' specialized investment activity.

5. No investment shall be made which would cause the
holding-of any'one issue (excluding obligations of the United
States Government and agencies of or guaranteed by the United- ,

States Government), to exceed ' ten percent -(10%) of the-

aggregate assets held under,the. Unit 1 Trust Agreement, the
Unit 2 Trust Agreement, and the Unit 3 Trust Agreement, valued
at cost.

6. Bank certificates of! deposits must be at banks
with a minimum of one billion: dollars ($1,000,000,000) in
assets.

"7. Short-term taxable and nontaxable debt securities
are not permitted.unless such securities have a rating of at

L least P-1 by Moody's Investors Services, Inc. (" Moody's") and
L at'least A-1 by Standard E Poors Corporation ('SEP").

| 8. Long-term taxable and nontaxable' debt.' securities;
are not permitted unless such-securities have a rating of at

,

a

least "A* by Moody's and SEP.

,

j

)._

;

4
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Dated: April 28, 1989
.

EXHIBIT D

SCHEDULE OF FEES
. FIXED-INCOME ACCOUNTS NU M AR DECOMMIESIONING TRUST ACCOUNTS ;

AVERAGED MONTH-END ASSETS
ARREARS

~

(a) -For each of the~first two (2) years after the
effective date of the Agreement, the fee payable by APS to the

o - Manager for-services rendered under the Agreement shall be the ,

l lesser ofL(i) .30% of the.value of securities and cash held in .

-

i the Portfolio, computed as in subparagraph (b) below for the !

L initial calendar quarter,.and as.in subparagraph-(c) below~for-

i
L each additional quarterly' period or (ii) $25,000 per year,
| payable quarterly in arrears _upon: receipt of a fee. statement

' from the Manager.'

.

(b) .the value of securities and cash held infthe-
'

Portfolio for the period from the effective date of the
Agreement to the end of the initial-calendar quarter shall be
detern.ined by computing the-average market value of cash and
secur!. ties in the Portfolio as of the close of business on the
last tiny (subsequent to' the ef fective dater referred' to above)
of each month of the-initial calendar quarter and multiplying ,

the:rcsultant avera'ge market value'by one-fourth of the
applicable annual fee-rate indicated in clause'(i)~of
subpa:agraph (a) above, prorated for the percentage of the !
current calendar quarter for which the Portfolio =is under--

management.

(c) The value of securities and. cash held in the ;

Portfolio for subsequent three-month periods'through.the '
.

quarterly period ending on June 31, 1991 shall be determined by'

computing the average market value of cash and: securities in
! the Portfolio.as of the close of business 1nt the last day of
; each month of the three month period and multiplying the

1
resultant average market value by one-fourth of the annual

; applicable fee rate indicated;in clause (i) of subparagraph (a)1
above.>

(d)--The fee for subsequent three-month periodst after-
3 June 31r-1991 shall be the amount obtained by computing'the

average market value of cash and-securitiesuin the Portfolio as
of the close of business on the-last day of each-monthiof~the I

three-month period and multiplying the resultant average market i;

value by one-fourth of the annual-applicable fee rate (s) |
! - indicated below. This fee shall be payable upon receipt of a
2 fee statement.

4
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Exhibit D, page 2
,

Dated: April 28, 1989

Value of Securities and Cash Egg
,

On the first $25,000,000 .30% annually ;

or-fraction thereof

On the next $50,000,000 .25% annually
o rm fraction thereof '

On the next $100,000,000 .20% annually
or fraction thereof

On the next $75,000,000 .15% annually
~

or fraction thereof

On' sums exceeding $250,000,000- . 10% annually
,

,

-

|

.

l
*

...

2863C
|
|

|

, '
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This Amendment No.-1, dated-as of~ April 28, 1990,
'

to the' Investment Management Agreement, dated as of--

April 28, 1989, is-entered into between: Arizona Public
' Service Company ("APS") and RCM Capital' Management'(the !

" Manager").
,

B E C l I & L S:

WHEREAS, APS and the Manager entered into an- .;
Investment Management Agreement, dated as of April 28,

'

1989 (the " Investment Management Agreement");-

WHEREAS, the last sentence of Section 6.2 of the'
Investment-ManagementLAgreement specifies that Section 6.2;
shall be in-effect'for a period.of one year from.the
effective date of the Investment Management Agreement and_.
shall be extended by further, written' agreement.between the'
Manager and APS;Eand

-WHEREAS, the parties hereto wish to amend the
Investment Management Agreement to further extend the
effectiveness of Section 6.2 thereof.

NOW, THEREFORE, in consideration of:the premises
and.of other good and valuable: consideration,s receipt and-
sufficiency of-which are hereby acknowledged, the parties
hereto agree as follows: ;

A'G B E E N E E.T-S:

| SECTION 1. Amendment to Section16.2.

Effective as provided in'Section 2 hereof, the-
effectiveness of Section 6.2 of the" Investment Management
Agreement is hereby extended.for an' additional: period from

| April 28, 1990:to and including April ~28, 1991, and_the
last sentence of-Section 6.2 of.the Investment Management
Agreement is hereby amended in its entirety to readmas
follows:

1 This Section 6.2 shall be in effectJfrom |
I April 28, 1989 to and including April'28,

1991 and shall be extended by further
written agreement between the Manager and
AP3.

SECTION 2. Effectiveness.

This Amendment No. 1 shall become effective as of
the date hereof upon the execution and delivery of a
counterpart of this Amendment No. 1 by APS and the Manager.

. _ - _ . . . . _ _ _ _ _ . . _ _ . _ . ._ .. . _ __ _,
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SECTION 3. Miscellaneous.

-(a)' Full Force and,Effect.
,

Except as expressly provided-herein,;th'e ;L
Investment. Management Agreement, including but not limited "

to Section16.2 thereof, shall remain: unchanged and-in; full--

force'and effect. Each reference-in the1 Investment 1
Management Agreement and in'any exhibit or schedule

'

thereto:to'"this Agreement," " hereto,"-" hereof" and terms [
-

of-similar import shall be deemed to refer'to the
Investment: Management: Agreement,as amended hereby.

'

(b) Counterparts.

This Amendment No. 1 may be executed ~in'apy
number of counterparts, all of which taken together shall. 4
constitute one'and-the same instrument,--and any of the '

parties hereto may execute this Amendment:No. 11by signing
any such counterpart.-

t

(c) Arizona Law.

This Amendment No. 1 shall be-construed ino
accordance-with and governed by the-law of the State of
Arizona.

1
1 IN WITNESS WHEREOF, the parties _ hereto _have.
| caused this Amendment No. 1 to the-Investment: Management /
i Agreement-to be duly executed as of the: day and: year first

above written. '

ARIZONA PUBLIC SERVICE COMPANY,
an Arizona corporation

* ' ' iBy
. --

^
,

Title '^ i MAN 6'-
;

RCM CAPITAL MANAGEMENT, a-
California Limited 3 Partnership
(Mana ) {

- 0Jb'-A i

By
__

'

Title General Partner of'RCM General
its General Partner-

__

9349B .;

:
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ATTACHMENT SRP-1

|CERTIFICATE OF SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT
AND POWER DISTRICT RESPECTING DECOMMISSIONING FUNDS FOR- 'l

PALO VERDE NUCLEAR GENERATING STATION PVNGS UNIT 1 j

Salt River Project Agricultural Improvement and Power District ("SRP") hereby
certifies that financial assurance for decommissioning SRP's 17.49% interest in
Unit 1 of the Palo Verde Nuclear Generating Station will be provided in an amount
which may be more but not less than 17.49% of .the amount stated in the table in
paragraph-(c)(1) of 10 C.F.R. Section 50.75, adjusted annually using a rate at' |

1 east equal to that stated in paragraph (c)(2) of '10 C.F.R. Section 50.75. Such I

amounts will be accumulated in accordance with 10 C.F.R.- Section 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 through advance- !

deposits or. investment income and' appreciation or both.

SRP has entered into a Decommissioning Trust Fund Agreement dated as-of July 6,,
1990 with M&I Marshall & Ilsley Trust Company of Arizona, as Trustee (the " Trust
Agreement"). (See Attachment SRP-3.)'-

SRP.further certifies that it will make perio.dic deposits'into the trust fund
established pursuant to the Trust Agreement in an amount or amounts which,
together with investment income and appreciation, will be sufficient-to provide

' decommissioning funds at the end of each calendar year in an amount not less than
17.49% of ( A) $105 'million (January 1986 dollars) (amount required by 10 C.P.R. -
Section 50.75(c)(1)), adjusted annually in accordance with 10 C.F.R. Section
50.75(c)(2) and the final Regulatory Guide on Assuring the Availability of Funds
for Decommissioning Nuclear Reactors, multiplied by (B) the ratio obtained-by-
dividing (C) the number of. years and any portion .thereof af ter June 30, 1990'to
the end of the calendar year for which the amount is-being calculated by (D) the
number of years and any portion thereof af ter June 30, 1990 to the expiration of

.

the term stated in the PVNGS Unit 1 Facility Operating License ~No. NPF-41.

SALT RIVER PROJECT' AGRICULTURAL
IMPROVEMEN AND POWE DISTRICT

By: 8-6
Mark B. Bonsall

,

Title: Assistant General Manager,
Financial Services &
Corporate Treasurer

Address: P. O.' Box 52025
Phoenix, AZ 85072-2025

Telephone: (602) 236-5702

|
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ATTACHMENT SRP-2

STATEMENT OF SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT
AND POWER DISTRICT (SRP)

RESPECTING ITS SHARE OF THE ADJUf 1ED CERTIFICATION
AMOUNT, STATUS OF ITS-EXTERNAL FUND AND PROPOSED

PERIODIC PAYMENTS INTO ITS' EXTERNAL FUND FOR-
DECOMMISSIONING PALO-VERDE NUCLEAR GENERATING

STATION (PVNGS) UNIT-1
7

a

L

,

'

1. Total Certification-Amount, Including $116,590,000
Escalation to 12/31/89, for.PVNGS Unit 1 <

(See Attachment PVNGS-1)

2. SRP's Share (17.49%) of Adjusted
_

$ 20,392,000-
Certification Amount for PVNGS Unit |1

'

3. Status of SRP's External Fund for
PVNGS Unit 1 as of June 30, 1990*' $ 3,216,000 |

;
4. Currently Proposed Annual Payments into- Not less

its External Fund, Including Earnings -Than
on Investments S- 2;000,000

:

The assets of.an internal fund are being transferred to |
*

the Decommissioning TrustLFund on July 9,-1990.

,

-

<

.

|
|

I
|
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.



:,

&$%O
SM

_

sAtt noven enoitcr
POSI OFFCE BOX $2025
PHOCNIX, ARCONA

. 65072 2025

(602) 236 6900

July 9, 1990

|

{CERTIFICATE t

l
!

-1

I, ' William K. O'Neal,. Assistant Secretary of Salt River Project
Agricultural Improvement and Power District,- an agricultural .

improvement district organized under the laws of.the State of- |
Arizona (the " District"), do hereby certify- that the attached 3

'Decommissioning Trust Fund Agreement dated as of July 6, 1990
|between M&I. Marshall & Ilsley Trust Company of Arizona, as

Trustee, and the District is a.true and. correct conformed copy of j
the original of such document, and. that such document was !

executed by John R. Lassen,-the duly elected . President of 'nec
|District pursuant to authority grantedLto him, as President, by-

the Board of Directors of the District, in the' State of Arizona.-

|

| | |E6!e N 1
-- _ 1enb

!
I

i

.

i

;'

!! SEAL
|

,

i

! I

|
'
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CERTIFICATE OF INCUMBENCY

I, WILLIAM K. O'NEAL, the duly appointed, qualified and acting
'

'

Assistant Secretary of the Salt River- Project _ Agricultural
Improvement and Power _ District' (the " District"), DO HEREBY
CERTIFY thats.

The following-is now, and.has continuously been'since the
date of beginning of his' term shown below, the duly elected,
qualified and acting indicated officer and official of the -

District; and the.beginning and expiration dates of his
current term as such officerior officialHis correctly set forth
below:

'Date-of Date of
Beginning- Expiration
of Current of Current

Name Title Term Term
____ _____ ____ ____

Mark B. Bonsall Asst. General March 1, 1985 Indefinite
Manager-Financial'
Services & Treasurer

IN WITNESS WHEREOF, I have set my hand and seal of the Salt Rivey
Project Agricultural Improvement and Power' District' :this /T7/5
day of July, 1990.

,

$Y/ N LM| ~
WILLIAM 1. O'NEAL, Assistant. Secretary

I, WILLIAM P. SCHRADER, Vice President of the Salt River Project
Agricultural Improvement and Power District, DO HEREBY CERTIFY
that William K. O'Neal is the duly appointed, qualified and
acting Assistant Secretary of the Salt River Project Agricultural
Improvement and Power District.

,

k /b51+~ d W
WILLIAM P. SCHRADER, Vice President
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DECOMMISSIONING TRUST FUND AGREEMENT

THIS DECOMMISSIONING TRUST FUND AGREEMENT is entered into as
of this b r/./ day . of J~utv , 1990, by and between SALT

J|RIVER PROJECT AGRICULTURAL INPROVEMENT J AND POWER DISTRICT, an
- agricultural' improvement district organized under the laws of the !

State of Arizona (" Grantor"), and M-&: I MARSHALL.& ILSLEY TRUST
COMPANY OF ARIZONA, a banking. corporation having trust powers and~
organized-under the laws of the State of Arizona (" Trustee").-

i

RECITALS
I

A. The Grantor holds an . omerating- license for the Palo ;
- Verde Nuclear Generating Station, located in Maricopa County, |
Arizona, approximately 36 miles west of the City of Phoenix, and=
owns: -(i) a 17.49 percent undivided-interest in Unit One of the
Palo Verde Nuclear Generating Station ("Palo Verde Unit No. 1");- ,

(ii) a 17.49 percent undivided interest in Unit :Two of the 'Palo !

Verde Nuclear Generating Station -("Palo -Verde Unit No. 2"); and i
(iii) . a - 17. 4 9 percent undivided interest in Unit Three of the

!Palo Verde Nuclear Generating Station - ("Palo Verde -Unit No. "3") .
The Grantor also has an option to acquire an additional 5.7
percent undivided interest in Palo Verde Units Nos. 1, 2 and 3; j
and ;

B. The United States Nuclear Regulatory Commission ("NRC") Jhas promulgated regulations in Title 10, Chapter'I of the Code of
Federal Regulations, Part 50, as may be amended.from' time to time- 1

(the " Regulations"), which ' require that .the Grantor provide
assurance that funds will be available when needed for required
decommissioning activities; and

{
,

C. The Grantor is a party to that certain Arizona Nuclear.-
;Power Project Participation Agreement dated as of August 2 3 ,- }

1973, as amended and as may be further amended:from time to time
(the "ANPPPA"), which, subject to all applicable Regulations,

,

governs the administration of the Units, including but not i

limited to the preparation and submission to the NRC of a !
Termination Plan, the establishment-- of Termination Funds 'for
Decommissioning and the payment of Termination Costs, as such
capitalized terms are defined in.the ANPPPA; and

~;

i D. The Grantor has elected to use a trust fund to provide
,all financial assurance required under - the Regulations and/or -i

under the ANPPPA for the Units;

.i

o

..
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NOW, THEREFORE, in consideration of the mutual promises-
herein contained, the Grantor and the . Trustee hereby enter into'

-

[ this Agreement upon the terms and conditions herein set forth.

AGREEME]iT
i

I

DEFINITIONS. PURPOSE. REPRESENTATIONS AND ACCEPTANCE

1.01 Definitions. As used in this Decommissioning Trust Fund
Agreement, the- following terms shall- have the meanings
indicated:

(1) " Agreement" shall mean this Decommissioning Trust Fund
Agreement as the same may from time to time be amended,
modified, or supplemented.

(2) -" Authorized Representative" shall mean, the- President,
Vice President, Treasurer or Assistant Treasurer of the

. Grantor, or any other person designated as an
l' -Authorized Representative by a Certificate filed with
j the Trustee.
.

(3) " Certificate" or " Certification" shall-mean a written
| Certificate signed by. an Authorized Representative of
| the Grantor.

(4) " Code" shall mean the Internal' Revenue Code of 1986, as
the same may be amended from time to. time.

(5) " Decommissioning Costs" shall mean the costs incurred
by Grantor in connection with the Decommissioning Plan.
The estimated costs and. schedule for decommissioning
the Units shall be reviewed - periodically 'and updated
pursuant to the provisions of the -Regulations and of
the ANPPPA.

(6) " Decommissioning Plan" shall'mean the plan, as approved
by the NRC, of decommissioning activities for the
Units, including without limitation the retirement from
service of the Units,. as such plan may be amended from
time to time with the approval of the NRC.-

(7) " Investment Manager (s)" shall mean the fiduciary (which
may be the Trustee) specified in the Investment Manager
Agreement (s), if any, which has been' retained by the

6/27/90 -2-
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Grantor to manage, acquire, invest or_ dispose of any
' asset belonging to the Trust.

(8) " Investment Manager. Agreement (s)" shall mean the :

agreement (s), if any, between the Grantor and. the
. Investment Manager (s)- selected by the Grantor,' which
agreement. governs - the management of some _ or all - of the

| assets of the Trust.

(9) " Trust. Fund (s)" shall consist of all contributions to
:the Trust established _herein,.together with-investments
-and reinvestments thereof _ and ' any -income earnings and-
appreciation thereon. <

i

(10)'" Units" shall mean' Palo - Verde Unit-No. 1, Palo Verde
Unit No. 2, Palo Verde Unit No. .3 , and all auxiliary
structures, system facilities and equipment , comprising -

the Palo Verde iNuclear Generating Station,~
collectively. If.during the term of.this Agreement'any
additional nuclear generating unit in which Grantor has
an interent is' constructed at andLas part of'the Palo
Verde Nuclear Generating Station, then at.the election
of Grantor,'in writing delivered to the - Trustee, the

| NRC and as may be required under the ANPPPA, such. unit
'

shall be deemed part of the Units.

1.02 Authorization. The Trustee .and - the ' Grantor each hereby
represent and warrant to the other that it has _ full-. legal
authority and is- duly. empowered to enter' into this

i Agreement, and has-taken all action necessary to authorize
the' execution of this' Agreement by the officers and persons
signing on its behalf.

-

1.03 Trust Purpose. The- exclusive purposes of the- trust
established by this Agreement are' to provide the aDecommissioning Costs in satisfaction' .-of Granto'r's '

obligations under the Regulations and under the 'NPPPA.
<

1.04 Establishment of Decommissionina Trust Fund. -The SRP~ |
Decommissioning-Trust Fund is hereby created and established

= ;with the Trustee to provide- Decommissioning Costs for the
benefit of the Grantor. The Trust Fund shall consist- of
such monies _ and assets as ~ the _ Trustee may accept for the-
Trust Fund and also shall include all investments' and
reinvestments thereof, and all earnings and appreciation
thereon; provided, however, that the Trustee shall accept
all cash and securities delivered to- it' for' the ' Trust Fund.
All other assets shall be deemed: accepted by the Trustee

i

j
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| unless the Trustee provides written notice of rejection to
the Grantor within; ten (10) days after delivery of the asset'

to the Trustee. . The Trust Fund shall.be held in the custody
of the Trustee and accounted for separate and apart from >

other funds of the Grantor and the Trustee. No third party
shall have access to the Trust Fund except as may be
provided herein.

1.05 Trustee ~ Representations. The Trustee hereby' represents and I
'

warrants that it is (a) a corporation organized and existing .

under and by virtue of the laws of the State of' Arizona, (b) I

authorized under such laws to exercise corporate . trust
| powers, (c) subject to' supervision or examination by federal

or state banking or trust authorities; and (d) not owned by '

or subject to the control, except as 'provided in this
Agreement, of the State of Arizona, the Grantor, or any; <

other Participant under'and as defined in the ANPPPA.

1.06 Trustee Acceptance. By Lits execution of: this . Agreement, the
Trustee accepts-the terms and conditions. hereof and agrees
to perform all the duties and accept all the obligations
herein imposed.

'

II

DISPOSITIVE PROVISIONS

After payment of the expenses described in Section 6.01-hereof,-
the Trustee shall apply the Trust Fund as follows:

1
'

2.01 Payment of Decommissionino Costs. The Trustee .shall make
payments of the Decommissioning costs i accordancie with the
following procedures:

m
(1) Authorized Representative. The Grantor shall promptly '

i notify the Trustee in writing of (a) the~ identity of
! its Authorized Representatives, and (b) the termination

of any Authorized Representative's- authority. The
Trustee shall have no duty to inquire into- or

| investigate the continued authority of such persons to
act as the. Authorized Representatives.

(2) Digbursements. The Trustee shall apply amounts- on
deposit in the Trust Fund to the payment or
reimbursement of Decommissioning Costs upon receipt by
the Trustee of a certificate stating with respect to
each application for payment:

6/27/90 -4-
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(a) the name and address of.the person to'whom payment'
,

is duo -(which may be the Grantor);
I

(b) the amount of money to be paid;

(c) that the obligation __ to be paid is a
Decommissioning Cost;..and

(d) that: such payment is in accordance with the- -

Decommissioning Plan.-

2.02 Additions to Trust. From time-to time but at least. annually
(unless such deposits have been prepaid) after the initial
contribution to the Trust Fund.and prior to the termination
of this Trust, the Grantor shall make, and, subject only to. i
the' provisions set forth in Section 1.04,' the. Trustee shall
accept, additional contributions-of money or other-assets to
the Trust Fund to satisfy the purpose of. this Trust: as-set

,

forth in Section 1.03. !

2.03 Adjustments fot Excess Contributions. The Trustee and-the
Grantor understand and agree that the value:of the' assets in
the Trust Fund, including earnings thereon,' from time to
time may exceed the greater of the minimum amount then
required to be-maintained under the Regulations or underlthe
ANPPPA (such excess .is hereinafter- referred to as the
" Excess Contribution"). Upon Certification.of the amount of
any Excess Contribution, the Trustee shall pay ' the - amount
requested' in the Certificate to- the. person ,or persons
specifiN (which may be the Grantor).- -In no.eventtshall the-

| amount so paid exceed the' amount of the. Excess 1 Contribution-
spec'.fied by the Certificate.

L 2.04 No Transferability of Interest in Trust.- The interest of
|: the Grantor in the Trust Fund- is not transferable by ' the

Grantor, whether Voluntarily or involuntarily, 'nor ' subj ect
to the claims of creditors of the Grantor, provided,

,

however, that - any creditor of the Grantor as to which a
Certificate for payment . has been properly completed and
submitted to the Trustee may assert a' claim directly against
the Trust Fund in an amount not to exceed the amount !

specified on such Certificate. Nothing herein shall be
construed to prohibit a transfer of the Grantor's interest
in the Trust Fund upon sale of all or part of the Grantor's
ownership-interest in any Unit or Units; .provided,'however,
that if'the Grantor retains any vested ownership interest.in
the Units, the Trust' Fund assets remaining-for the benefit
of Grantor shall be valued on the . effective date o f. the

6/27/90 -5-
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transfer at an amount at least equal-to the greater-of the i

minimum - amount then required to be held by Grantor for
decommissioning under the Regulations or under the ANPPPA.

2.05 Termination ' of Trust., Grantor may ' revoke this Trust - by -
written notice to the Trustee at any time if,_at the time of
revocation, (a) another trust, or other . form of financial.
assurance, satisfying the' applicable requirements of the
Regulations and of the ANPPPA, _has-been established by the
Grantor for the same purposes as described in Section 1.03,
and (b) notice of such revocation is provided both- to - the
NRC and_as may be required pursuant to the ANPPPA. -Other i

than as provided above, this Trust shall be irrevocable.

This Trust shall terminate upon the first to occur of:

(1)' Revocation by the Grantor, as provided-above;-

\

(2) Receipt 'by the Trustee of |a . Certificate- from the i
Grantor stating that all Decommissioning- Costs have E

been paid; or
.!

:
(3) Written agreement by the Grantor and the Trustee to iterminate _ the Trust, consented to by the.NRC and the

. appropriate committee established under the-ANPPPA.
,

2.06 Distribution of Trust Upon Termination. .Upon the i

termination of this Trust, the Trustee shall, at the; written.
election of the Grantor, (a) immediately' transfer'all.or any
portion of the remaining monies and assets--in the Trust Fund-
to or-as directed by the Grantor, or (b) liquidate-all ori

any portion of .the assets of the Trust Fund not managed by~

| Investment Manager (s), and, as to any portion of the Trust
Fund managed by Investment Manager (s),_ assist the Investment:

! Hanager(s) in liquidating _such assets, and' immediately
.

i. . distribute the proceeds of such ' liquidation (s)' to or as-
.

'

directed by the Grantor. 3

2.07 Alterations and Amendments. .The Trustee and the Grantor
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 Grantor shall provide "

notice of any such modifications or amendments both to the
NRC and as may be required under the ANPPPA.

! 6/27/90 -6-
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III

THE GRANTOB

3.01 Duties of the Grantor. The Grantor shall appoint the
Investment Manager (s), if any, and the Trustee, and shall: |
perform all other duties required of Grantor- under this
-Agreement. The Grantor may retain the services of such
professional advisors, legal counsel, and administrative
support as it deems necessary- to' - ca rry. out its
responsibilities hereunder. The fees and/or-compensation of <

any such assistance the Grantor may desire to retain shall
be payable from the. Trust Fund and regarded as appropriate

.i

Trust administration expenses or, at the election :of the i

Grantor, shall be payable directly by the Grantor.

3.02 Grantor May Limit Trustee Actions. The Trustee shall- not - '}
take any action or participate, ;in1 -any- transaction which
would violate the terms.and conditions,of.any instructions ;
provided by a Certificate so long. as- -the terms and'
conditions of the' Certificate are consistent with the~ terms
and conditions of this Agreement.

IV'

TRUSTEE

4.01 Compensation. The Trustee shall .be -entitled to payment:
and/or reimbursement for . reasonable fees and for Lits-
services rendered hereunder and :all reasonable advances,
attorneys' fees, and other expenses 1 reasonably made or
incurred by the: Trustee.in connection with such services, as

! shall first be agreed upon in-writing by the Grantor and the ?
Trustee; provided, however, that the Trustee onlyfshall be-
entitled to payment and/or reimbursement:of attorneys' fees
if it has obtained Grantor'.s prior written approval of.. the
attorney selected by Trustee.- The Trustee shall have no .t
lien, security interest or right of set-off whatsoever upon
the Trust Fund (s) for the payment of fees and expenses for- [services rendered by the Trustee. under-:this Agreement;
provided, however, that in the' event dissolution or
bankruptcy of the Grantor prevents or prohibits -~ payment .by
the Grantor of the Trustee's fees and expenses, then the
Trustee shall be entitled to payment therefor:from the Trust
Fund (s).

- 6/27/90 -7-
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4.02 Accounts. The Trustee shall furnish financial statements to
the Grantor on a monthly basis (within thirty- (30) days
following the last calendar day of each month) , or at such |
other frequency as the Grantor shall from time to - time
reasonably require. The financial- statements (a) shall
valuate the assets comprising the Trust Fund and indicate,- |

without limitation, (i) income and expenses of the Trust,
and (ii) all-investments sold or purchased by the Trustee or
by the Investment Managers, if any, for the reported period,
and (b) shall include such other matters in respect of the
Trust Fund, and be in such form-and detail, as the Grantor
shall require. Any. securities in the Trust Fund shall be-
valued at market value as of the date of valuation. The
Grantor ~ shall employ independent certified public
accountants of its choice-to audit the financial statements ,

.not less frequently than annually.

The Grantor shall have the right to object to any of the
monthly or annual financial.= statements by. delivering written
notice of its objection to the Trustee within one hundred
eighty (180) days from the day.it receives; such financial
statements. If no written objection is - made within that
time, the Grantor shall be deemed to have released' and s

discharged the Trustee with respect to all acts or omissions :
to the date of said 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 4.04. Trustee shall maintain and keep, and upon
reasonable notice shall permit. Grantor's representatives to
examine, all . records and documentation in respect of
contributions, investments, disbursements and earnings of-
the Trust Fund for at least five (5) years.

1

4.03 Tax Returns. Although it is the intent |of the Grantor that
any and all income earnings and appreciationuon Trust Funds '

shall be exempt from taxation under the Code, the Trustee
and the Grantor shall cooperate in the preparation of income
tax returns or other reports, . if any, as may be required
from time to time and may employ independent certified
public accountants or other tax counsel to prepare or review
such returns and reports.

4.04 Liability. The Trustee shall be liable for any negligence,
,

misconduct, breach of fiduciary duty or breach. of any !provision of this Agreement ' by the Trustee, its officers, '

employees or agents. The Trustee shall not be liable for '|the acts, omissions or defaults of independent contractors, I

if any, provided that the duties of such contractor are-

6/27/90 -8-
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delegable pursuant to the-provisions of this' Agreement and-
that any such contractor was selected, and the performance i

and status of the contractor -is monitored, with reasonable
care. . The Trustee shall not be liable for the failure or
default of any bank or depository, provided any such bank or
depository was selected, and its performance and status - is
monitored, with reasonable care. The Trustee shall not be
liable for the acts' or omissions of any Investment-

;Manager (s) . acting hereunder - except (i) where the" Trustee '

exercises its investment discretion as provided in this.
|Agreement, or (ii)- if and to the extent the Trustee is !retained under an-Investment Manager Agreement. j

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 Certificate, o r.
from contravening any provision of this Agreement. .Uponreceipt of a Certificate giving the Trustee notice either of )

linstructions . to the . Trustee -or, of acts or . transactions
ibelieved to constitute a violation by the Trustee' of the aprovisions of this-Agreement, the-Trustee shall follow such--

instructions 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 '

such instructions, or continues with any act identified in '

.the certificate .as violating the provisions of thisAgreement, the Trustee (and not . the Trust) shall'be-liable j
-

for all consequences arising in; connection therewith.Notwithstanding: the foregoing, the -Trustee ;(and not the !

Trust) shall be liable-for all consequences flowing from any- I
violation by the Trustee of the provisions of this
Agreement, regardless of whether notice thereof was provided
by Certificate. In the event.of any inconsistency between ;the instructions in a Certificate.and the provisions of this
Agreement, the provisions of this Agreement shall prevail.-

4.05 Appointment of Successor Trustee (s). At any time during the
term of this Trust, the. Grantor shall1 have the right to-
remove the Trustee and appoint another qualified corporation

,as a successor trustee upon not less than isixty - (60) days' !written notice to the Trustee, or upon such shorter notice '

as may be acceptable to the Trustee.
:

Any successor trustee shall qualify by a- duly acknowledged
acceptance of this Trust, delivered _ to the Grantor and the-
NRC. Upon acceptance of such appointment by the-successor 4

trustee, the Trustee shall assign, transfer'and pay over in
trust- to such successor trustee the monies and properties

6/27/90 -9-
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then constituting the Trust Fund. Any successor' trustee
shall be vested with all the rights, powers, trusts, duties
and obligations of its predecessor and shall be-deemed to
have made all representations - herein made by the initial
Trustee. !

4.06 Resianation. The Trustee may resign and be ' relieved . as 'l

trustee hereunder at any time by a duly -acknowledged
instrument, ' which shall be delivered to the Grantor by the |
Trustee not 1ess.than sixty-(60) days prior to the effective1

date of the- Trustee's. resignation- or upon such shorter-
notice as may be acceptable to .the Grantor; provided, !

however, that no such resignation - shall take effect unless
and until a . successor trustee shall have been appointed by
the Grantor and- shall have accepted ' this Trust as provided -
above.

4.07 Notice of Chanae In Trustee. The Grantor promptly shall
send notice of any change-in the Trustee both.to the'NRC and
as may be required under the ANPPPA.

4.08 Indemnity of Trustee. - Subj ect to Section 4. 04', the, Grantor
shall indemnify and hold harmless the Trustee- from any and
all' claims, losses, actions or liabilities, including
reasonable attorneys' fees,-whichtit may: incur in acting in

.

accordance with the terms of this Agreement or with: a proper. ,

certificate. The provisions of this Section-'shall not apply '

in the event of the negligence, willful misconduct, breach
of fiduciary duty- or- breach of any- provision' of this

L Agrooment by the Trustee or by its: employees. or agents.

V
,

INVESTMENT MANAGER (S)
i'

j 5.01 Appointment of- Investment Manaaer(s). The Grantor may
L appoint one or more Investment Managers, which may be the
| Trustee,- to direct the. investment, of all or part of the

-Trust Fund; provided, however, .that such Investment
Manager (s) may not be owned by or subject to the control,

| 'except as provided in this Agreement, of - the State' of
L Arizona, the Grantor, or any other Participant under and as

defined in the ANPPPA. The Grantor also shall have the
right ' to remove any Investment Manager. The Grantor shall
provide notice of any such appointment by certification to
the Trustee, specifying the portion of the Trust Fund ~with
respect to which the Investment Manager (s) has been
designated.- The Investment Manager (s) shall certify in

6/27/90 -10-
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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 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 . Grantor or the Investment Manager (s) , .as
the case may be.

5.02 Direction by Investment Manaaer(s). The Investment
Manager (s) shall have authority to manage, acquire and
dispose of the assets of any portion of the . Trust Fund-
designated by Certification, or a portion thereof -as the
case may be, subject to the limitations specified in Section
7. The Investment Manager (s) -shall have the - power - and'
. authority, exercisable in. its sole discretion:'at any mtime
and from time to . time, .to . issue ands place orders for the-
purchase or sale of . portfolio, securities directlyJ with

L qualified brokers or dealers. The Trustee,- upon proper
| notification from an Investment Manager, shall-execute--and

deliver instruments in accordance with 'the -appropriate
| trading authorizations. Written ' notification of the
; issuance of each such authorization shall be'given promptly

to the Trustee and the Grantor by the' Investment = Manager (s),n
- and the Investment Manager (s) shall cause the execution of
such order to be confirmed in -writing to the Trustee' and .to
the Grantor by the broker or i dealer. - Such notification

| shall be proper authority for the. Trustee to pay for
I; ' portfolio securities purchased against receipt thereof and
|- to deliver portfolio securities sold against payment

therefor,.as the case may be.

The Investment Manager (s) shall have authority to exercise.
itself, or by general or--limited power |of . attorney, any-
right, including the right to vote,. incident'-to ownership of
any securities or other property constituting any 'part. of

u the Trust Fund with respect to which the- Investment
h Manager (s) has by Certification been designated; provided,.

however, that on or about the . .date of its. appointment as
Investment Manager in respect of any part of the Trust. Fund
and prior to or on each yearly anniversary date- of such
appointment, the Investment Manager (s) shall provide written
notification to the Grantor, in form and substance
satisfactory to the Grantor, of its policies with respect to
the exercise of such rights.

6/27/90 -11- '
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The authoritysof the Investment Manager (s) and the terms anel '

conditions of the. appointment and retention of he ;

Investment Manager (s) shall be the responsibility solr4y i.f
the Grantor, and the Trustee shall- not be deemed . tr> ~be-a
party to or to have any obligations under any egreement <1th -'

.

the Investment Manager (s) unless and to the extent .thc !

Trustee is retained under an Investment Manager Agreement.
Any . duty of supervision or review of. the acts, omissicMs rf
overall performance of- the Investment Manager (s) shali be
the exclusive responsibility of the Grantor- and, except asc
provided in Section 4.04 or to the ' extent. the - Trustee is-

,

retained under an Investment-Manager Agreement, 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 Grantor
with respect to the exercise or nonexercise of any-power by
the Inves.tment Manager (s). i

Unless'the Trustee;participatescin an act-or= omission-of an t

Investment Manager, or undertakes to conceal such act or-
omission, knowing such act or omission to be a breach of the
fiduciary responsibility of the Investment Manager (s), or i

except to the: extent- the Trustee is retained under an
Investment Manager Agreement, the Trustee shall be under no
liability. for. any loss of ' any kind which may result by -- ;

reason of any action taken or not taken by it in accordance
with any direction of the Investment Manager (s). In any
event, except' as. provided in any Investment Manager.
Agreement pursuant to - which the Trustee is retained as an
Investment Manager, the Trustee shall be_under=no liability
for .any loss of, any kind by reason of changes jin value of-

~ ;

the investments purchased, sold, or retained by the :
Investment Manager (s), nor for the risk or diversification

3of 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 the following powers, all of which are to
be exercised in a fiduciary capacity and in the best interests of
this Trust and the beneficiary thereof:

6.01 Payment of Expenses of Administration. Subject to the terms
and conditions of this Agreement and unless otherwise i

instructed in a Certificate, to pay all ordinary and

6/27/90 -12-
DECOMMIS.SRL

a

a

%. - ._ _ . _ _ _ _ _ . . ,_ _ _ . .- -



,

|

'o

necessary expenses and other incidental' costs including, but
not' limited 'to, Investment Manager (s)- fees .and the
reasonable ' fees and/or compensation of any professional
advisors, brokers, legal counsel, accountants, actuaries or
administrative support hired by. the Grar.ur 'as provided in
Section 3.01, and expenses incurred-in the discharge of the
Trustee's fiduciary obligations .under this Agreement.

6.02 Extension of Oblications and Neaotiation of Claims., To
renew or extend the time of -payment of any obligation
payable to or by this Trust for'as;1ong a period of time and
on such terms as the Trustee.shall-determine, and to adjust,-
settle, compromise, and arbitrate. claims, actions or demands

,

in favor of or against this Trust,-except claims for taxes, '

upon such terms as the Trustee may deem advisable, subject.
,

to the procedures contained. in Section 2.01, and ' provided
'

that (a) the Trustee promptly notifies - the Grantor of' such
claims or demands, and informs the Grantor. of the status '

thereof, and (b) such actions do not result.in anympenalty-
being imposed upon the Trust Funds.

;i

It is the intention that all income earned by Trust-Funds '

shall be exempt from. taxation pursuant 'to : applicable r

provisions'of the Code. If, however, any; tax is imposed or
threatened against the Trust, the Trustee promptly shall so
notify the Grant" r. If the Grantor, at . its - discretion, in
writing directs the Trustee to challenge such tax,'to' pay
such tax under rrotest, and/or to withhold payment of: such
tax until a binding and final ruling of a court of competent-
jurisdiction orders such payment, the . Trustee -.shall- comply

; with such direction. All legal fees and expenses L arising
from a challenge or protest shall be payable directly by the ,..)

Grantor. Any tax or fine imposed upon the Trust Fund shall'

be payable, at the Grantor's election, by. .the Trust or;by
the Grantor. Notice of.such election.shall.be 'in writing,
executed by an Authorized Representative, and .shall be
provided to the Trustee nrior to the expiration = of- any - !
period of time in which payment is required by a final, I

binding court order.

Notwithstanding anything herein to the contrary,, if the:
Trustee fails to notify the Grantor of any - claim, action,
threat or demand or fails to take action in connection ;

therewith as provided above, and the Grantor loses the right-
or opportunity to challenge, contest, protest, appeal or
respond to the claim, action, threat or demand, then the-
Trustee (and not the Trust) shall be responsible to pay the

.'

amount of such claim, action,- or demand, including any. .
,
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penalties or interest chargeable against the Grantor in
connection therewith, to the Grantor promptly after i

Grantor's request therefor.

6.03 Begistration of securities. To hold any stocks, bends,
,

securities, and/or other property in the name of a nominee, !

in a street name, or by other title-helding device, without ;

indication of trust. '

6.04 Exercise of Votina Riuhts. Except with respect to any
securities or other property which pursuant to Section 5.02
any Investment Manager (s) other than the Trustee has been

.

'

designated, the Trustee shall have authority to exercise
itself, or by. gener'1 or limited power of attorney, any -i
right, including the right to vote, incident to ownership of r

any securities or other property constituting any part of
the Trust Fund; provided, however, that on or about the date
hereof and prior to or on each yearly anniversary date
thereof, the Trustee shall. provide written notification to
the Grantor, in form and substance satisfactory to the

'

Grantor, of its policies with respect to the exercise of
such rights.

,

6.05 location of Assets. To keep any property belonging to the
Trust at any place in the United States.

6.06 Retention of Professional Services. To execute any of the
L powers hereof and perform the duties required of it

hereunder by or through its employees, agents, attorneys, or
receivers, all in accordance with the terms and conditions
of this Agreement.

6.07 Discretion in Exercise of Poy_grg. To do any and all other
acts which the Trustc) shall deem proper to effectuate thn
powers specifically conferred upon it by this Agreement,
provided, however, that the Trustee may noc do any act or
knowingly engage in any transaction whicn would:

(1) Disqua'ify the income accrued to the Trust Fund from
tax exempt status utler the Code; or

(2) Contravene any provision of this Agreement; or,

(3) Violate the terms and conditions of any instructions
provided by written certificate,

i

6/27/90 -14-
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VII

INVESTMENT POWERS

The Trustee recognizes the authority of the Investment
Manager (s), if any, to manage, invest and reinvest all or part of
the Trust Funds 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) to accomplish
these tasks. Notwithstanding the foregoing, the Trustee shall,
without the written authorization of the Grantor, invest all cash
balances in an investment account on a-daily basis to the-extent
reasonable. The Trustee and the Investment Manager (s), if any,
shall have the following investment powers, all of which are to
be executed in a fiduciary capacity and in the best interest ' of -
this Trust and the beneficiary thereof:

7.01 Preservation of Principal. In its exercise of investment
discretion as authorized by the Grantor, the Trustee and the
Investment Manager (s), if any, shall exercise the judgment
and care, under the circumstances then- prevailing, that
persons of prudence, discretion and intelligence exercise
and shall hold, manage, invest and reinvest the assets of
this Trust in a manner designed to maximize and preserve the
incomo and principal of the Trust Fund for the purposes of
this Trust, except as provided-in Sections 7.02 and-7.03t

7.02 Investment of Funds. Within the foregoing limitations, and
with respect to any Investment Manager, within'the further
limitations of any applicable Investment Manager Agreement,
the Trustee and the Investment Manager (s), if any, are
authorized to acquire every kind of- property, real,
personal, or mixed, and to make every type of investment,
specifically incitiding,. but not limited to, corporate
obligations and securities of every kind, preferred or
common stocks, and interests in investment trusts and mutual
funds, that persons of prudence, discretion and intelligence
acquire for their own account, so long as such investments
are not prohibited under applicable laws of the United
States or of the State of Arizona; provided,-however, that
no such investment or reinvestment of the Trust Funds may be

)made by the Trustee or the Investment Manager (s): '

(1) In securities or other obligations of the Grantor, _ or
of any other owner or operator of the Units, or of any
of their affiliates as defined in the Investment
Company Act of 1940, as amended (15 U.S.C. 80a-2(a)),

,'

6/27/90 -15-
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unless they are securities or other obligations of the |
Federal or state government; or ;

i

(2) In any securities that the Trust.eo may issue or from
,which the Trustee or the Investment Manager (s), if any,

rey derive any benefit, except with the written i

authorization of the Grantor; or

(3) In real property unless and until (a) a qualified,
independent consultant experienced in performing
environmental assessments has inspected such property
and issued. an environmental assessment reasonably
satisfactory to the. Trustee and to the Grantor, and (b)
hrrangements have been made for periodic monitoring of

,

'

such -property for compliance with applicable
environmental laws, rules or regulations. t

(4) Which would contravene any provision of this Agreement,
or in the case of any Investment Manager, the
Investment Manager Agreement between the Grantor and -

that Investment Manager.
.

In all cases, however, the-total investments by the Trustee
and/or the Investment Manager (s) must be cufficiently liquid
to enabl.e the Trust to fulfill the purposes of the Trust and
to satisfy obligations as such obligations become due,,

l
; 7.03 plgppsition of Investgents. Wnen required and necessary to
i make any p&yments under Sections 2.01 or 6. 01 hereof, the

Trustee and the Investment Manager (s), if any, shall sell
investments at the best price reasonably obtainable, or
present investments for prepayment, but only upon written

, direction from the Grantor. The Trustee shall have no
liability, except for its own negligence or willful

_

'

misconduct, with respect to any sale or prepayment of an
investment directed by the Grantor or an Investment Manager

i or made by an Investment Manager through a broker-dealer.
|

VIII

.
MISCELIANEOUS

>

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

F

6/27/5J ~16-
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8.02 Earticular Wordu. 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
specifically stated, the word " person" shall be taken to
mean and include an individual, partnership, association,
trust, company, or corporation.

8.03 Parties Interes1gd 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 Grantor and the Trustee, any right, remedy or claim
under or by reason of this Agreement, 'r any covenant,
condition or stipulation contained her' The Grant.or.

shall be entitled to receive payments i Decommissioning
costs and administrative expenses of the Trust which the I

Grantor may incur in carrying out the purpose set forth in
Section 1.03 of this Agreement. It is intended by the
parties hereto that the Grantor be the ultimate beneficiary jof this Agreement in that the decommissioning activities '

contemplated by this Agreement, which are to be performed by
or on behalf of the Grantor, will inure to the benefit of
the Grantor by the satisfaction of its obligations under the
Regulations and the ANPPPA. !

8.04 Severability of Provisions. If any provision of this
Agreement, or its application to any person, shall beinvalid and unenforceable, the other provisions of this-
Agreement shall remain in effect.

8.05 Form and content of Communications. The names of any person !
authorized to act on behalf. of- the Grantor shall be
certified, with the specimen signature of such person
provided to the Trustee by the Grantor. 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, direction, |

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 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.

6/27/90 -17-
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8.06 Delivery _of N_Q1]ces Under Aareement. Any notice required by
this Agreement to be given to the Grantor or the Trustee
shall be personally delivered, sent by overnight courier,
telecommunicated, or mailed, postage prepaid, by registered
or certified mail, to the person to be notified as set forth
below:

If to the Grantort

Salt River Project Agricultural Improvement & Power District
P.O. Box 52025
Phoenix, Arizona 85072-2025
Attention: Timothy M. Roberts
Fax #: (602) 236-5608

If to the Trusteet

M 6 I Marshall & Ilsley Trust Company of Arizona
One East Camelback Road, Suite 340

!Phoenix, Arizona 85012
Attention: Jon M. Rudolph

>

Fax #1 (602) 263-3808

The Grantor or the Trustee may change that address by
delivering notice thereof in writing to the other party.

8.07 Successors and Asalang. This Agreement shall be binding
upon and inure to the benefit of the Grantor, the Trustee
and their respective successors, assigns, personalrepresentatives, executors and heirs.

;

8.08 governino JurisdlEtiOD. This Trust is an Arizona trust and
all questions pertaining to its validity, construction, and
administration shall be determined in accordance with the
laws of the State of Arizona as if it was executed in and isto be wholly performed within the State of Arizona,

a
8.09 Accounting Year. The Trust shall operate on an accounting

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

8.10 Counterparts. This Agreement may be executed incounterparts, each of which shall be an original, with the
same effect as if the signatures were upon the sameinstrument.

6/27/90 -18-
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IN WITNESS WilEREOF, the Grantor and the Trustee have set
their hands and seals to this Agreement as of the day and year
first above written.

GRANTOR:

SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT

APPROVED AS TO FORM

Let/ Hy: Jk /f M7U i'
,

-7/r/9e UKn'N.' u ssen

Its: Pr sident

Attest: [l .9/, b w) 11r1 h
~ llli'am~K. O ' Neal'W

Its: Assistant Secretary i

TRUSTEE:

M & I MARSilALL & ILSLEY TRUST
COMPANY OF ARIZONA

Dy:( 7'/

Its: /IM 6 ds.#~

Attest: IN[d/t/V,7/d.i'
_.

|
;
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ATTACHMENT EPE-1
.

CERTIFICATE OF EL PASO ELECTRIC COMPANY
RESPECTING DECOMMISSIONING FUNDS FOR

PAID VERDE NUCLEAR GENERATING STATION PVNGS UNIT 1

El Paso Electric Company ("EPE") hereby - certifies that
l'inancial assurance for decommissioning EPE's 15.8% interest in i

Unit 1 of the Palo Verde Nuclear Generating Station will be
provided in an amount which may be more but not less than 15.8% of
the amount stated in the table in paragraph (c) (1) of 10 C. F.R.
S 50.75, udjusted annually using a rate at least equal to that
stated in paragraph (c) (2) of 10 C.F.R. S 50.75. Such amounts will
be accumulated in accordance with 10 C.F.R. S 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 through advance deposits or investment income and
appreciation or both. :

'1

EPE has entered into a Decommissioning Trust Agreement for !
Unit 1, dated as of April 1, 1986, with First City, Texas-El Paso, I
N.A., as Trustee-(the " Trust Agreement"). (See Attachment EPE-3.)

EPE further certifies that it will make periodic deposits into
the trust funds established pursuant to the Trust Agreement in an i

amount or amounts which, together with investment income and
,

appreciation, will be sufficient to provide decommissioning funds
at the end of each calendar year in an amount not less than 15.8%

,

of (A) $105 million (January 1986 dollars) (amount required by 10 '

C.F.R. S 50.75(c) (1)), adjusted annually in accordance with 10
C.F.R. S 50.75(c) (2) and the final Regulatory Guide on Assuring the i
Availability of Funds for Decommissioning Nuclear Reactors, '

multiplied by (B) the ratio obtained by dividing (C) the. number of
years and any portion thereof after June 30, 1990, to the.end of !

the calendar year for which the amount is being calculated by (D) ;
the number of years and any portion thereof after June 30, 1990,

,

to the expiration of the term stated in the PVNGS Unit 1 Facility
Operating License No. NPF-41.

<

EL PASO ELECTRIC COMPANY
,

By: MA #

Title: Y C6tuf [ t
!

Address: P.O. Box 982 {
El Paso, Texas 79960 i

Telephone No.j915) 543-4020

-A7061 COA.CSA
.

3
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ATTACHMENT EPE-2

STATEMENT OF EL PASO ELECTRIC COMPANY (EPE)
RESPECTING ITS SHARE OF THE ADJUSTED CERTIFICATION
AMOUNT, STATUS OF ITS EXTERNAL FUNDS AND PROPOSED

PERIODIC PAYMENTS INTO ITS EXTERNAL FUNDS FOR
DECOMMISSIONING PALO VERDE NUCLEAR GENERATING,

STATION (PVNGS) UNIT 1

1. Adjusted Certification Amount $116,590,000
for PVNGS Unit 1
(See Attachment PVNGS Unit 1) '

2. EPE's Share (15.8%) for Adjusted $ 18,421,000
Certification Amount of PVNGS Unit 1

3. Status of EPE's External Funds for $ 957,135
PVNGS Unit 1 as of June 30, 1990

4. Currently Proposed Payments Not less j
into its External Funds, than 1
Including Earnings on Investments $ 506,199

'

per year

!

. |

A7061 COA.CSA

I

|

|

|
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El Pese Electric Company
P.O. Box 982 |
El Poso, Temos 79960

(915) 543 5711

CERTIFICATE

1, Eduardo A. Rodriguez, Secretary of El Paso Electric Company, a

Texas corporation (the " Company"), do hereby certify that the attached

UDecommissioning Trust Agreement dated as of April 1,1986 between First

- City, Texas El Paso, N.A., as Trustee, and the Company, is a true and

correct conformed copy of the original of such document, and that each such
,

'

document was executed by W. J. Johnson, the duly elected Senior Vice

President and Chief Financial Officer of the Company pursuant to authority

granted to him, as an officer, by the El Paso Electric Company Board of ,

Directors.'

| |,

.

t

,se e.-.m.s.-.. ~ ,.-_,a . .,,, , , .-..
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ATTACHMENT EPE-3

|

t

DECOMMISSIONING TRUST AGREEMENT .

'
Dated as of April 1, 1986

|
| between
,

!

EL PASO ELECTRIC COMPANY ,

and

i FIRST CITY, TEXAS - EL PASO, N.A.
as Decommissioning Trustee

for

Palo Verde Unit 1

.

_

|

l-
r

(Amending and restating
Decommissioning Trust
Agreement for Unit 1 entered
'into on April 1 1986),

4
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| DECOMMISSICNING TRUST AGREEMENT, dated as of April *., 1936,
,

EL PASO, N.A., a national bankingbetween FIRST CITY, TEXAS -

association ("Deccmmissioning Trustee") and EL PASO ELECTRIC
COMPANY, a Texas corporation ("El Paso").

On April 1, 1986, Decommissioning Trustee and El Paso entered ;

into a Deccmmissioning Trust Agreement which they. amended by
Amendment No. 1 dated as of the same date (the " Original
Agreement") creating a Decommissioning Trust Fund to provide-
external funds for Decommissioning. This Agreement amends and
restates the original Agreemen nune ore tune to read in its
entirety as follows and continues the Fund created by the Criginal
Agreement as the Decommissioning Trust Fund referred to herein.

El Paso and others entered into an Aritona Nuclear Power j

Project Participation Agreement executed as of August 23, 1973 (the i

" Participation Agreement") . Amendment 13 to the Participation
Agreement requires El Paso to establish and maintain funds for the
accumulation, over a period not in excess of the remaining term of I

the operating license for Unit 1 and the period thereafter until
completion of termination work for such unit, funds sufficient to
pay Decommissioning Cost.

,

|
In addition, El Paso is required by the Public Utility |Commission of Texas, The New Mexico Public Service Commission, the '

,

Federal Energy Regulatory Ccmmission and the NRC to establish an
,

external source of funds to pay for Decommissioning Cost.|

|

In order to satisfy its obligations under the Participation ,

Agreement and to comply with the requirements of the governmental |

authorities referred to above. El Paso desires to establish the
Decommissioning Trust Fund and the Second Fund.

El Paso further desires that the Decommissioning Trust Fund
qualify as a " Nuclear Decommissioning Reserve Fund" under i

Applicable Tax Law. !

Therefore, in consideration of the premises, of the accaptance ,

by Decommissioning Trustee of the trusts created and of other good 4

and valuable censideration, the receipt and sufficiency of which l

is hereby acknowledged, the parties hereto agree as follows:
.

SECTION 1. Definitions; References to Sections. All' !

capitalized terms used herein and not otherwise defined herein
shall have the meanings set forth in Appendix A hereto. Unless
otherwise stated, references to a section are to a section of this
Agreement.

2 I
!
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SECTION 2. Creation of Trust Funds. El Faso hereby
establishes with Decommissioning Trustee the Deceraissioning Trust
Fund and the Second Fund (each a " Fund" and tcgether the " Funds").
Each Fund shall include (1) all cash and investments thereof, as
more specifically described in Secticn 7, (ii) all dividends,
interest, cash, instruments and Other property from time to time
received, receivable or otherwise distributed or distributable in
respect of or in exchange for any er all such investments, (iii)-
all rights and privileges with respect to such investments and (iv)
all proceads of any of the foregoing and any property of any
character whatsoever into which any of the foregoing may be
converted.

SECTION 3. Purpose of Trust Funds; Tax Qualification. The
Funds are for the accumulation and funding of amounts to pay costs,
liabilities and expenses of Decommissioning, including the
accumulation, over a peried not in excess of the remaining term of
the operating license for Unit 1 and the period taereafter until
completion of Decommissioning, of amounts which are sufficient to
pay Decommissi::ning Cost. The Deccamissioning Trust Fund, but not
the Second Fund, is intended to qualify as a " Nuclear
Decoraissioning Reserve Fund" under Applicable Tax Law. The assets
of the Decommissioning Trust Fund shall be used exclusively: ?

(a) subject to the conditions of Section 9, to satisfy, in
whole or in part, El Pase's cbligation to pay for Decommissioning;

(b) subject to the limitations and conditions of Section 8,
70 pay Expenses; and

(c) to the extent not currently required for the uses
described in (a) and (b) above, and subject to the limitations and
conditions of Section 7, for investment in Investment Securities.

SECTION 4. Declaration and Acceptance of. Trust.
Deccmmissioning Trustee accepts the trust created hereby and
declares that it will hold all estate, right, title and interest i

in and to each Fund upon the trust set forth herein, but only on
the terms of this Agreement, and agrees to receive and disburse
all moneys and investments constituting any part of each Fund in
accordance with this Agreement. No implied duties or obligations !

shall be read into this Agreement against Decommissioning Trustee,
except that Decommissioning Trustee shall not cerait any act, enter
into any transaction or permit any act or transaction to occur,
that is an "act of self dealing" between the Decc=missioning Trust
Fund and "a disqualified person" as those terms are defined by
Applicable Tax Law, and if such an act occurs, Decommissioning
Trustee shall promptly take all necessary steps to correct it as

3



soon as it has knowledge of the occurrence. Decommissicning
Trustee shall not be liable fer claims arising cut of acticns taken
pursuant to the terms of this Agreement, except for its cwn willful
misconduct or gross negligence.

SEC'.' ION 5. Ownership of Funds. Title to any and all
property held in each Fund shall be held by Decommissioning Trustee
in its name as owner of record. At all times, Decommissioning
Trustee shall be entitled to exercise in its discretion any and all
vcting, consensual and Other rights and powers accruing to the
cwner of the investments or any part thereof. Without limiting the
generality of the foregoing, Decemmissioning Trustee shall have the
right, in its name, to settle, : mpromise, prosecute or defend any
action, claim or proceeding with respect to any of the investments
and to sell, assign, endorse, pledge, transfer and make any
agreement respecting, or otherwise deal with, the samet'erevided,
newever, that nothing herein 00ntained shall be construed as
requiring or ebligating Decem=issioning Trustee to make any incuiry
as to the nature or sufficiency of any payment received by it, to
present er file any claim or notice, or except as required by
Section 7, to take any action with respect to any of the
investments.

SECTION 6. Payments into the Funds. From time to timeEl Paso shall pay amounts into the Funds. In addition, at any time
and frem time to time, El Paso may, in writing, direct
Decommissioning Trustee to, and upon receipt of such direction
Decommissioning Trustee shall, transfer any amount in the Secend '

Fund to the Decommissioning Trust Fund, or any Excess Centribution
Tr Deemed Distributien Amount in the Decommissioning Trust Fund to !

,

the Second Fund, previded, in the case of the transfer of any i

Excess Contribution, the transfer is made within the time permitted
for withdrawal of the Excess contribution by Applicable Tax Law.
El Paso may deposit all or any part of any payment entirely into
the Decommissioning Trust Fund, entirely into the Second Fund, or

ipartly into each in whatever proportion El Paso shall determine in '

its discretion except that if a deduction is allowed under
Applicable Tax Law for payments into the Decommissioning Trust
Fund, El Paso shall not make, and Decommissioning Trustee shall not
accept, any payment into such Fund unless such payment (a) is in
cash, to the extent Applicable Tax Law requires the payment to be
in cash, and (b) complies with the amount limitation imposed by
Applicable Tax Law and a deduction pursuant to Applicable Tax Law
is allowed for the entire. payment. Decommissioning Trustee may
accept from El Paso, as proof that these conditions are satisfied,

ia certificate executed by El Paso as to compliance with the amount
limitation and deductibility of such payment, and Decommissioning
Trustee shall be fully protected in relying upon any such

,

certificate.

4
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SECTION 7. Investment of Fu As. Any amounts held by
,

Decoraissioning Trustee in the Fund shall be invested and <

reinvested by it from time to time, but in the case of the
Deceraissioning Trust Fund, only in Investment Securities:
crevided, hevever, if El Paso has delivered to Deceraissioning
Trustee a copy of an order of a state or federal regulatory agency ;

that El paso certifies is binding on El Paso and limits the ;

investments in which all or a part of a Fund may be invested, the |

investment of such Fund shall not violate such order. El Paso or !
an investment advisor appointed by it may direct investments and !

reinvestments of the Funds by written direction which, in the case
of the Decommissioning Trust Fund, shall certify that the directed ;

investment qualifies as an investment in Investment Securities and I

is within the limitation set forth in the preceding sentence.
Decommissioning Trustee may rely upon such direction and
certifica:1cn unless it is evident that the directed investment
does net satisfy the conditiens and limitation of this Section 7.

SECTION 8. Expenses; Indemnity. El paso shall pay all
expenses, including taxes (other than taxes en or with respect te
fees paid to Decommissioning Trustee and taxes that Code Section
4951 requires be paid by Decoraissiening Trustee), fees and other
costs incurred by Decommissioning Trustee in such capacity, whether
in the administration of each Fund or otherwise. El Paso may
direct Decommissioning Trustee, in writing, to pay specified
Expenses of a Fund from such Fund. Upon request of Decoraissioning
Trustee, El Paso shall certify in writing to Decommissioning ,

Trustee whether and the extent to which an item is an Expense of
a specified Fund and wnether Applicable Tax Law permits its payment
cut of the assets of the Fund; and Decommissioning Trustee may rely
upon such certification.

t

! El Paso agrees to indemnify and hold harmless Decommissioning
'

Trustee, its successors and assigns, frem and against any and all
costs, expenses or liabilities (including attorneys' -fees) which
may be incurred by or assessed against Deccmmissioning Trustee,
acting pursuant to the terms of this Agreement (and whether or not
incurred while acting as Decommissioning Trustee) , except for sucn
costs, expenses and liabilities arising- from Decommissioning
Trustee's gross negligence or willful misconduct.

SECTION 9. Payments from the Fund. Decoraissioning
,

Trustee shall make payments cut of the Funds upon_ presentation by

| El Paso to Decommissioning Trustee of a certificate signed by El
' Paso, instructing Deccmmissioning Trustee to dispose of amounts in

the Funds in a manner designated in such certificate for purposes

|
cf paying Decommissioning Cost; crovided, however, that only the

5
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costs, liabilities and expenses of Decersissioning that qualify as
" nuclear decersissioning costs" under Applicable Tax Law shall be
paid from assets in the Decommissioning Trust Fund; and provided
f u rt he r_ that El Paso provides Decommissioning Trustee with
documentation reasonably acceptable to Decc=missioning Trustee that
such Decc=missioning cost is due and payable.

Upon termination of the Deceraissioning Trust Fund under
Applicable Tax Law, El Paso may direct Deccmmissioning Trustee to
transfer all property remaining in the Decommissioning Trust Fund
to El Paso. In addition, when Decommissioning has been completed
under Applic a le Law and all Decommissiening cost has been paid in
full, all property then held in both Funds shall be paid by
Decc=missioning Trustee to El Paso and the Funds shall terminate.
In addition, Decommissioning Trustee shall distribute to El Paso i

any Deemed Distribution Amount or Excess Centribution that El Paso
certifies in writing to Decersissioning Trustee is deemed
distributed er has occurred under Applicable Tax Law and directs
be distributed to El Paso, as well as any amount that El Paso
certifies in writing to Decemmissioning Trustee may be distributed
to El Paso in accordance with Applicable Law and Applicable Tax Law
by reason of the disposition of all or a part of El Pase's interest
in or license to possess Unit 1.

!

Decommissioning Trustee shall be fully protected in relying
upon any certificate described in Section 9.

SECTION 10. Further Assurances. El Paso acrees that it will,
211 at its expense, do all such further acts and ' things and execute

and deliver all such additional conveyances, assignments,
agreements and instruments, as may be necessary or desirable or as
Deccmmissioning Trustee may at any time reasonably request in
connection with the administration and enforcement of this
Agreement, or relative to the Funds er any part thereof, or in
order to assure and confirm unto Decommissioning Trustee its
rights, powers and remedies hereunder.

SECTION 11. Modification. This Agreement may not be amended
or modified except by a writing signed by the parties hereto. The
parties agree that they will execute any amendments requested by
El Paso that are necessary to secure and maintain the qualification
of the Decersissioning Trust Fund as a " Nuclear Decommissioning
Reserve Fund" under Applicable Tax Law and the deduction of
centributions to such Fund as provided by such law, or to comply
with Applicable Law. (

SECTION 1::. Obligation f or Decommissioning. Nothing in this
Agreement and no act or omission relating to the Fund shall be
read construed, understood or interpreted to place any obligation

0
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whatsoever en Cecommissiening Trustee relating to Decommissioning
er any Decemissioning Cest, all cf which shall at all times remain
the sole cbligation of El paso.

SECTION 13. Governing Law. This Agreement shall be deemed
to be & contract made in Texas for all purposes and shall be
construed in accordance with and governed by the laws of such
State, including all matters of construction, validity and
performance.

SECTION 14. Resignation and Replacement of Deccamissioning
Trustee.

(a) Decommissiening Trustee may resign at any time without
cause by giving at least 30 days' prior written notice to El paso,
and El paso may remove Decommissioning Trustee at any time with or
without cause by giving written notice :: Decommissioning Trustee,
such resignatien or removal to be ef fective on _the acceptance of
appointment by a successor Deccmissioning Trustee under this
Section 14. In case of the resignatien or removal of
Decc=missiening Trustee, Il paso may appoint a successor
Decommissicning Trustee by an instrument signed by El paso. If a
successor Deceraissioning Trustee shall not have been appointed
within 30 days after the giving of the written notice of such
resignatien or removal, Deccmmissioning Trustee er El paso may iapply to any court of competent jurisdiction to appoint a successer
Decommissioning Trustee to act until such time, if any, as a 1
successor shall have been appointed and shall have accepted its '

appointment as above provided. Any successor Deccmmissioning
,

Trustee so appointed by such court shall immediately and withcut '

further act be superseded by any successor Decommissioning Trustee
appointed. as above provided within one year frem the date of the
appointment by such court.

(b) Any successor Decommissioning Trustee, however appointed,
shall execute and deliver to the predecessor Decommissioning
Trustee an instrument accepting such appointment, and thereupon
such successor Decommissioning Trustee, without further act, shall
become vested with all the estates, properties, rights, powers,_
duties and trusts of the predecessor Decommissioning Trustee herein
with like effect as if originally named as Decommissioning Trustee-
herein; but nevertheless, upon the written request of such
successor Decommissioning Trustee such predecessor Decommissioning
Trustee shall execute and deliver an instrument transferring to
such successor Decommissioning Trustee, upon the trusts herein
expressed, all the estates, properties, rights, power, duties and
trusts of such predecessor Deccmmissioning Trustee, and such
predecessor Deccmmissioning Trustee shall duly assign, transfer,
deliver and pay over te such successor Cecommissioning Trustee all

7
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' moneys or other property then held by such predecessor
Decommissioning Trustee upon the trusts herein expressed.

(c) Any successor Decommissioning Trustee, however appointed,
shall be a bank or trust company incorporated and doing business
in the United States of America and having a combined capital
steck, surplus and undivided profits of at least $250,000,000, if
there be such an institution willing, able and legally qualified
to perform the duties of Decommissioning Trustee hereunder upon
reasonable or customary terms.

(d) Any corporation into which Decommissioning Trustee may
be merged or converted or with which it may be censolidated, or
any corporation resulting frem any merger, conversien or
censolidation to which Decommissioning Trustee shall be a party,
or any corporation to which substantially all the corporate trust
business. of Decommissioning Trustee may be transferred, shall,
subject to the terms of Secticn 14(c), be Decommissioning Trustee
under this Agreement without further act.

(e; No successor Decommissioning Trus.t ee (other than a
successor by reason of an event described in Section 14(d)) shall
be liable for any act, omission or breach of trust by a predecessor
Decommissioning Trustee, whether or not the successor knows or
should have known thereof, and shall have no duty to compel redress
of any breach of trust by a predecessor. Any such successor
Decommissioning Trustee shall accept as correct the accounting
statements rendered by any predecessor and that such statements
ccVer all of the assets of the Funds, and shall have no duty to
inquire into the administration of the Funds by any predecessor.

SECTION 15. Successors and Assigns; Additional Parties. This
Agreement shall be binding upon and inure to the benefit of each
party and its successors and permitted assigns.

SECTION 16. Term of Funds. If not otherwise terminated
sooner in accordance with the terms of this Agreement, each Fund
shall end on the earlier of (i) the date specified in a written
agreement between El Paso and the Decommissioning Trustee and (ii)
the date that is 21 years less one day af ter the death of the last
survivor of the descendants living on the date of this Agreement ,

of Joseph P. Kennedy, the father of president John F. Kennedy, and
upon such termination, all of the assets of the Fund shall be
distributed to El Paso; but if a Fund shall be or beceme valid
under Applicable Law for a period subsequent to the 21st

| anniversary of the death of such last survivor (or, without
limiting the generality of the foregoing, if legislation shall

. become effective providing for the validity or permitting the
| creation of such a fund for a period in gross exceeding the period
!
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for which the Fund is hereinabcVe stated to extend and be valid),
then the Fund shall not terminate as aforesaid but shall extend to
and centinue in effect, but only if such nontermination and
extension shall then be valid under Applicable Law, until such time
as the same shall, under Applicable Law, cease to be valid.

SECTION 17. Accountings; Tax Returns and Reports. Within 30
days after the end of each calendar quarter, Decomissioning
Trustee shall furnish to El Paso an accounting for the preceding
calendar quarter, shewing all receipts, disbursements and
transactions during, and the fair market value of all assets on
hand at the end of, such quarter. In addition, upon the written
request of El Paso, which may be at any time and frem time to time, t

Decommissioning Trustee shall provide El Pase with the fair market
value of the assets in a Fund as of a date other than the last day
of a calendar quarter. El Paso shall, with the cocperation of
Decc=issioning Trustee, prepare such tax returns and other reports
for or with respect to each Fund as may be required frem time to
time by Applicable Law.

SECTION 18. Limitations on Transfer and Assignment. El Paso
may transfer, assign, pledge, encurter er grant any security
interest in, all or any part of its interests under this Agreement.

SECTION 19. Notices. All communications, notices and
consents provided for herein shall be in writing, including telex,
telecepy or other wire transmission containing a request for
assurance of receipt in a manner typical with respect te
comunications of that type, er mailed by registered er certified
mail and shall be addressed (i) if to Decommissioning Trustee, at
First City, Texas-El Paso, N.A, P. o. Box 1572, El Paso, Texas
79948, Attention: Corporate Trust Department; and (ii) if to El
Paso, at 303 North Oregon Street, P. O. Box 982, El Paso, Texas
79960, Attention: Secretary; or at such other address as either
party hereto may from time to time designate by notice duly given
in accordance with the previsions of this Section to the other
party hereto. All such communications, notices and consents given
in the manner provided above shall be ef fective on the date of
receipt of such communication, notice or consent.

SECTION 20. Counterpart Execution. This Agreement may be
executed in any number of counterparts and by each of the parties
hereto on separate counterparts; all such counterparts shall
together constitute but ene and the same instrument.

IN WITNESS WHEREOF, each of the parties hereto has caused this
Decommissioning Trust Agreement to be duly executed as of the day
and year above written.

9
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EL PASO ELECTRIC COMPANY

'k[M '

By
TLut e' 5** . - v L. o s Pes t . 'de r~

i

FIRST CITY, TEXAS -EL PASO, N.A.
'

as Decommissioning Trustee,

,

h

iBy
Title

STATE OF TEXAS )
) ss.

COUNTY OF EL PASO )
dThe feregoing instrument was acknowledged before me this d 9 ~

da Qm ,by. W 5. 40/44cd6v.y o f ,

U,c / P s s,'e % f of EL PASO ELECTRIC COMPANY, a Texas
corporation,.on behalf of said corporation.

c h ,
,_.

Notary Public (/. |

My commission expires:

Nf24/93

;

'

i

:

,

10



EL PASO ELECTRIC COMPA'iY

Sv*w..,e
....

.

TIEST CITY, TEXAS -La PASO, M.A.
as Deccmmissiening Trustee,

f-

.

\ b' b '

~ . C .=Y
T:::e n y s. t tu n w.ute UT4-

i.s
STATE OF TE::AS )

) ss.
COUNTY OF EL PASO )

The f crsgeing instru=ent was- ack:.cwledged hetcre me this -
day of , by ,

cf EL PASO ELICTRIC. COMPANY, a. Texas
corpcration, en benalf cf said ccrperaticn.

-

Netary Public

My cer. mission expires

10 ;
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)STATE OF TEXAS )
) ss.

COUNT'l 0F EL Paso )
, , ,

The f oregoing instrument vag ackncwledced bef ore me this lot.h
.'T U \ v ,by ( VNA /i d T / l h ,,' r A

day o'h 8 T D
,

M of FIRST CIT't , TEXAS - EL PASO, N.A., a

national ban n ng association, en behalf of said associatien,

, [ S' l, i!(ll/O [kkO
j@d{f,;

I'
''

'~

e
a' ' \. Notary Publid [ j

*
.

y | ,/'

<

' '

My commissier ehd 4,!

PJA4ICdk''.'.$ML'[.$'''I
',

t -
'

wi.e
A1765TAA.CSA

-

,

!

i
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Appendix A ]
to !

Decommissioning Trust Agreement

1 1

| DEFINITION OF TERMS

:

| Aeolicable Law shall mean all -applicable laws, statutes,
;

treaties, rules, codes, ordinances, regulations, permits,
,

certificates, orders, interpretations, licenses and permits of any ,

'
'

Federal, state, county, municipal, foreign, international, regional
or other governmental authority, agency, board, body,
instrumentality or court, and judgments, decrees, injunctions, '

writs. orders or like action of any court, arbitrator or.other
judicial or quasi judicial tribunal (including those pertaining to
nealth, safety, the environment or otherwise).

Aeolicable Tax Law shall mean Code Section 468A, any
comparable subsequent provisions of the code, the United States

; Treasury regu'.ations promulgated under such section or provisions
and other provisions of the Code relating to the Federal taxation
cf the Funds.

Code shall mean' the Internal Revenue Code of 1986, as amended,
or any successor law.

Decommissienina shall mean Termination Work (as that term is
defined by the Participation Agreement) with respect to Unit 1.

Decemmissienine cost shall mean El Pase's pre-rata share,
under the Participation Agreement, of the greater of (i) the latest
estimate of Termination Costs (as that term is defined by-the
Participation Agreement) for Unit 1 or (ii) the minimum amount
required by the NRC to be funded for Unit'1.

Deemed Distribution Amount shall mean an amount in the
'

Decommissioning Trust Fund that is treated by Applicable Tax Law
as having been distributed by reason of the disqualification of all
or a part of such Fund.

Excess contribution shall mean the amount by which cash
payments made (or deemed made) by El Paso into the Decommissioning
Trust Fund during any taxable year of El Paso exceed the payment
limitation imposed by Applicable Tax Law.

Excenses shall mean: (i) the tax imposed by Code Section
468A(e)(2), (ii) any state or local tax imposed oit the income or
the assets of such Fund and (iii) legal, accounting and actuarial

12 :
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I

|

|

expenses, trustee's fees and expenses, and all other ordinary and
'necessary expenses, incurred by Cecemmissioning Trustee in

connecticn with the operation of the Fund, but in :ne case of the
Decemmissioning Trust Fund only to the extent permitted by
Applicable Tax Law to be paid fr:m the assets of a " Nuclear
Decommissioning Reserve Fund", as tha: term is used in Applicable '

Tax law.
,

Investment securities shall mean the follcwing obliga:icns er
securities on which the cbliger is not Il paso, Decemmissioning- ,

Trustee or another " disqualified person" as . defined in Section y
4951(e) of the Code, maturing at such time er times. as to enable -

payments er transfers to be made frem the Fund Or which-shall be ,

Creadily mLrketable prior to the final maturity thereof:

(a) Obligations of the United States of America taken
into consideration f:r purposes of determining the public debt
limit of the United States of America;

(b) time er demand deposits (which may be represented
by certificates of deposit). in a domestic bank er trust
company, a substantial part of the business of wnich consists

,

of receiving deposits and making loans , and discounts or of i

exercising fiduciary powers similar to those permitted to |
national banks under authority of the comptroller of the |
Currency, and which is subject by law to supervision and
examination by State or Federal authority having supervision i
over banking institutions, or a demestic building and loan
association as defined in Section 7 01 ci the C:de, er a_

domestic insured credit union within the meaning Of Section *

101(6) of the Federal Credit. Union Act ' (12 U.S.C. ,

1752(7)(1982)) (limited, however, if the bank er trust company
is Decommissioning Trustee, to checking accounts for which the

.

bank or trust company does not charge interest on any ;

overdrafts and savings accounts from which the Fund may
withdraw amounts on no more than 3 0 -- d a y s ' notice withou ;
subjecting itself to a 1 css of interest on its money for the
time during which the money was on-deposit); and !

(c) obligations of a State, a possession of the
United States of America, the District of Columbia or any
political subdivision of the foregoing, the interest on which
is exempt from tax under Section 103(a) of the code that are
not in. default as to principal or interest; and- .

S.C shall mean the Nuclear Regula:Ory C mmission of the United '

states of America or any successor agency.

?VNGS shall mean the Palo Verde Nuclear Generating Station, i

13
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Undivided Interest. shall mean El Pase's 15.8% undivided
interest in Unit 1.

Unit-1 shall mean the-1,270 megawatt unit, commonly known as
Unit 1, at PVNGS and one-third of the common facilities associated
therewith.

A176STAA.CSA

-
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ENCLOSURE 1.A.i
;

SOUTHERN CALIFORNIA-EDISON COMPANY [
CERTIFICATE OF FINANCIAL ASSURANCE FOR -j

DECOMISSIONING PALO VERDE UNIT 1 ;

!
I

' ,h

t

I

1

'i

!

-

;.

>

b

.

6

+

t

[ .

|
|

,

l-

'r.. . ._ . . . _ _ . . .. -- .. _ _ . . _ - . . . . _ , . . . . , . . . . _ . . , . . . . - - - . - . . . . ..



- - _ - . . . - . - --

!

SOUTHERN CALIFORNIA EDISON COMPANY

j CERTIFICATE OF FINANCIAL ASSURANCE FOR
DEC0fMISSIONING PALO VERDE UNIT 1

j 10 C.F.R. 6 50.75 (b) ,

Southern California Edison company (SCE) hereby certifies that financial
assurance for decommissioning SCE's 15.80% interest in Unit 1 of the Palo Verde
Nuclear Generating Station will be provided in an amount which may be more but
not less than 15.80% of the amount stated in 10 C.F.R. 6 50.75(c)(1)(i),
adjusted annually using a rate at least equal to that stated in 10 C.F.R. 6
50.75(c)(2). Such amounts will be accumulated in accordance with 10 C.F.R. C
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 Mana ement. (See Enclosure 1.B.ii.a. Enclosure 1.B.ii.b and
Enclosure 1.B.ii.c .

Palo Verde Unit 1 is a Pressurized Water Reactor licensed to operate at a
maximum reactor power of 3800 megawatts-thermal (MWt). Therefore, Palo Verde
Unit 1 is subject to the 10 C.F.R. 6 50.75(c)(1)(i) minimum funding requirements
for a pressurized water reactor producing more than 3400 MWt. Accordingly, the
minimum value required in January 1986 dollars is equal to $105 million. As i

required, this amount is adjusted annually at a rate which is at least equal to 4

the rate determined by the formula stated in 10 C.F.R. 6 50.75(c)(2) when the
-latest information available is used.

SCE further certifies thet 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 15.80% 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 June 1,- 1985 (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 June 1, 1985 and December 31, 2024 (expiration date of he Li ense).

Signed 41 _
!

Name: Mkh wl L. Noel
Title: Vice President & Treasurer
Address: 2244 Walnut Grove Avenue,

| City: RD.semead. California 91770 1

Telephone No.: (818) 302-1086'

!
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ENCLOSURE 1.A.ii
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'SOUTHERf! CALIFORNIA EDISON COMPANY
'

OATH OF AFFIRMATION |
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STATE OF CAllFORNIA

COUNTY OF LOS ANGELES

I, MICHAEL L. NOEL, represent that I am Vice Presidant and Treaturer, that
the foregoing certification regarding decommissioning funds for Palo Verde
Unit I 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. N0EL

Sworn To Before Me This N Day of hb 1990.,

i]>" 'g ^>' r wrce#e#4 an

[ [N'" VIRGINIA A. COLLIAU 'My Commission Expires ; hor 4Ry ruotic4.4tiroes,4 ;
-
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ENCLOSURE 1.8.1.a |
|- t

SOUTHERN CALIFORNIA EDISON COMPANY -
- NUCLEAR FACILITIES QUALIFIED CPUC DEC0f9t!SSIONING MASTER

. TRUST AGREEMENT FOR SAN ONDFRE AE PALO VERDE v

NUCLEAR GENERATING STATIONS
,

o

6

I

r

: .

i
!

I
e

.,

.

4

4

i
f

i

?

'

.

4

;

1

*
-ti

|

l

|
|

I-
i

l
--

-

>

4

L

',

--- -__=_a_ ___
- ___2 _ _m_._ ..-+,. _m_ .-d# , -, . . . ,m..,%.s. ,+ . _,,, ,, .-w,,ve.-c., ,-..,y,... . - - , , , - - - g6

'

--

- . _ _ _ _ _ _



.

i.-
.

- i

!
,

!

-j
,

. !

|

:

- !

|

I

is-

SOUTHERN CALIFORNIA ~ EDISON COMPANY-

NUCLEAR FACILITIES OUALIFIED CPUC DECOMMISSIONING MASTER TRUST AGREEMENT

FOR SAN ONOFRE AND PALO VERDE ,

!

NUCLEAR-CENERATING STATIONS ' |

1

-

:

!

.

h

.

. ' .



;l.

,

SOUTHERN CALIFORNIA EDISON COMPANY

TABLE OF CONTENTS

Article Title gggg

ARTICLE I: DEFINITIONS. PURPOSE. .AND WAME ..................... 3 j

1.01 Definitions ...................'..................... 3
1.02 Authorization ...................................... 9 |

1.03 Master Trust Purpose .......... .................... 9
1.04 Establishment of Master 1 Trust....................... 10 1

1.05 Name of Master Trust ............................... 10 i

ARTICLE II: DISPOSITIVE PROVISIONS 12.............................

~2.01 Payment of Nuclear Decommissioning Costs . . . . . . . . . . . 12
15 I2.02 Additions to Master Trust ..........................

?.03 Adjustments For Excess Contributions ..............'. 15
* 2.04 No Transfers Between Fund Accounts ................. 15

2.05- Designation of Punds .....~................ ......... 16 ;

2.06 Distribution of Income ............................. 16 1

2.07 No Transferability of Interest in Master Trust ..... 17L
2,08 Resolution of Disagreements ........................ 17
2.09 Termination of Master Trust 18 1........................

2.10 Termination =of Funds of Master Trust 18...............

2.11 Distribution of-Master Trust Upon Termination ...... 19
2.12 Alterations and Amendments .......................... 20 ;
2.13 No Authority to-Conduct Business ................... 20 '

ARTICLE III: THE COMMITTEE ...................................... -22 !

3.01 Members ............................................ 22
3.02 Term .................-.............................. 23 j-
3.03 Acts of Committee .................................. 23
3.04 Duties of Committee ................................ 24
3.05 Committee Reports .................................. 24
3.06 Compensation ....................................... 25
3.07 committee May Limit Trustee Actions ................ 26-

ARTICLE IV: TRUSTEES ........................................... 27

4.01 Designation and Qualification.of Succetsor
Trustee (s) 27......................................

4.02 Resignation ........................................ 28
4.03 Compensation ........................................ 28
4.04 Establish Fund Accounts ............................ 30
4.05' . Accounts ........................................... 30
4.06 Tax Returns and Other Reports ....................... 31
4.07 . Liability ........................................... 32
4.08- Indemnity of Trustee ............................... 34

ARTICLE V: IRVESTMENTS .......................................... 13 5
,

5.01 Appoir.tment of Investment Manager (s) 35,
...............

5.02 Direction by Investment Manager (s) 35.................

_ t-

h



. . -. --. ~__ - - . .
-- ,_- .

* '

,

| 1

a

TABLE OF COMTENTS -|

_(Continued)
!

Article Title Pagg

38 - iARTICLE VI: TRUSTEE'S GENERAL POVERS ...........................
.

!1

,

6.01 Payment of Expenses of Administration .............. 38-

6.02 Extension of obligations and Negotiation of Claims . 38-
,

| 6.03 Registration of Securities .......................... 39 -

6.04 Location of Assets ................................. 39 -

'

| 6.05 Retention of Professional Services ................. 39-
'

| 6.06 Delegation of Ministerial Powers ................... 39-

6.07 Powers of Trustee to Continue Until Final
Distribution .................................... 139 i

6.08 Discretion in Exercise of Powers ................... 40

ARTICLE VII: TRUSTEE'S INVESTMENT POWERS ....................... 41. - [

7.01 . Preservation of Principal ............. ........... 41.-.

7.02 Investment of Funds ................................ 41

l -7.03 Management of Master Trust 42......................... ;

7.04 Disposition of Investments ......................... 43. ,
.

1

ARTICLE VIII: MISCELLANEOUS .1................................... 44

8.01 ' Headings ........................................... 44

8.02 Particular Words',................................. 44

8.03 Parties Interested Herein ........................... 44

:8.04 Severability of Provisions ........................ 45
,

-8.05- Form f.d Content of Communications ................ 45- *

8.06 Delivery of Notices Under Agreement 45...............

8.07 Successors and' Assigns ............................ _46 ,

8.08 Governing Jurisdiction .................-........... 47 '

8.09 Accounting Year ................................... 47

8.10 Counterparts .............................-......... 47'
8.11 Disbursement / Withdrawal Certificate ...............; 47

8.12 .Approva1........................................... 48 '

.

EXHIBIT A: D ISBURS EMENT CERTI FICAT E . . . . . . . . . . . . . . . . . . . . . . . . . . 49

EXHIBIT B: V I THD RAVAL C ERT I F ICAT E . . . . . . . . . . . . . . . . . . . . . . . . . . . . -50

..

LL --

.. .-



_. _- - _ _ _._ . _ . ._ _ . -. _

,

..

'j<
.

* NUct. EAR FACILITIES OVAL.IFIED CPUC DECOMMISSIONING MASTER TRUST AGREEMENT .

AGREEMENT made this day of N . 1987. by:and2

between Southern California Edison Company, a California corporation
,

(" Company"), and Harris Trust and Savings Bank, an' Illinois banking ,

corporation having. trust powers ("Trusteet).

1
~

;l

VHEREAS.'the company.is the owner of: (1)-an 80 percent undivided- !

interest in. Unit one of the San onofre Nuclear. Generating Station (" SONGS Unit
1

No. 1"): (2) a 75.05 percent undivided interest in Unit Two.of the. San Onofre
t

-Nuclear-Generating Station-(" SONGS Unit No. 2"):,(3) a'15.05 percent undivided .;'

interest in-Unit Three'of the San Onofre Nuclear-Generating. Station.(" SONGS.
1

Unit No. 3'): (4) a 15.80 percent undivided' interest in' Unit one of the Palo
1
i

'

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- 'j
'

("Palo Verde Unit No. 2"); and.(6)'a 15.80 percent' undivided. interest.in Unit i

~ Three of the Palo Verde Nuclear Generating Station'("Palo Verde-Unit No. 3"):
A

i- and
o

VHEREAS. the company is subject to regulation by the California.i

1

Public Utilities Commission ("CPUC"), an agency of the State of California ,

'

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. 55841: and
i

VHEREAS pursuant to Section 468A of the. Internal Revenue Code of-

1986, 26 U.S.C. 51 el seq., certain Federal income tax benefits are available

to the company-by creating'and funding qualified decommissioning funds _ g

1

. _ _ . _ _ - _ - _ - - . . . _ _ _ _ , _. . - - - -
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associated with the. San Onof re 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- ||
-

. 'l
Company to qualified' decommissioning funds in order to provide adequate monies .i

for the Company's share of decommissioning: costs with respect to SONGS and '

palo Verde:- l
!

I
i.

NOW. THEREFORE. in consideration.of the mutual promises herein- I
i

contained.-the Company hereby agrees to deliver to the' Trustee and the Trustee .;

lhereby agrees to receive the initial contribution of monies to the Master'

Trust on or before M 4/C k I ,'198 ; and.

1

TO KAVE AND TO HOLD. such monies and such additional- monies as may .
!

from time to time be'added thereto as provided herein, together withrthe
j

1

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 i

and conditions-hereinafter set forth:

/ ;

.

-/

/

/

/

/

-2-
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DEFINITIONS ,' PURPotE . - AND NAME =

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

the following. terms'shall have the.following meanings: 'I

i

=(1) "Act" shall mean the Uniform Principal' and Income Act from time to

time in ef fect in the State' of Califcinia, and on the date hereof - 1
-f

set-forth in California Probate Code 516300 et-seg. t

I
!.

(2)' ~ " Agreement" shal'1 mean and inc'.ude 'this Decommissioning -Master

- Trust- Agreement as the same may from- time to time be t amended.
-i.

modified. cr supplemented.
.

!

!

(3) " Authorized. Representative" .shall mean. with respect' to the - ;

;

Company, the Chief Executive Officer, President,;or any.Vice-
.

i

President of~the' Company; and with| respect?to the. committee, the

members of the Committee,'or /.ny otherTperson; designated as an'

Authorized Representative lof the Committee- by a Certificate filed ,

;

with the Trustee.

(4) " Board of Directors" shall mean the Board of Directors of the ,

i
company, as duly elected from time to tune.

-

(5) " Certificate" or " Certification" shall mean a written Certificate
a

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,

i

-3- 1
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.(6) " Code" insll mean'the Internal Revenue Code.of 1986, as the~same

may be amended - f roca' time to t ime. 1
!
!

(7) " Committee" shall mean'the Nuclear Facilities Decommissioning | )
,

Master Trust Committee established' pursuant to Article III. !

!

.

(8) "CPUC" shall mean the California Public Utilities Commission. as
i

. defined and, set forth in.Section :I of Article XII of the' California

~ I
' Constitution, or-its successor. '

'l
(9) "CPUC order" shall.mean<an order or resolution issued by.the CPUC

-1after the Ccapany. the; Committee.=the CPUC Staff.cthe' Trustee'?and~ |.

other interested parties have been-given notice'and an opportunity j
to be heard. The order may be~ issued.with oriwithout hearing or

!

'by the CPUC Advice Letter procedure or: comparable' procedure.

i

(10) " Decommissioning Contributions" shall mean al'1 amounts |for.
2

.i

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.
,

!

1

(11) " Decommissioning Costs" shall mean the costs. incurred.in
-

. 1

decommissioning the Plants. to the extentLthat-such costs may be

paid out of the Funds pursuant to Section 468A ofithe Code.|and !

any regulations or rulings.of the Service issued thereunder.

1
(12) " Disbursement Certificate" shall mean a document properly completed

-4-
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!

t

*and' executed by,two Authorized' Representatives of thelCompany.and

= substantially in'the| form of Exhibit A hereto.. ,

'!

E i

(13) " Excess Contribution" shall have:the meaning set forth' ing>-
,

.

Section 2.03 hereof. [
-i

[

(14) " Funds" shall mean the SONGS Unit No.1 Qualified Fund' the: SONGS..

Unit No. 2 Qualified Fund, the SONGS ~ Unit No.-3 Qualified' Fund., j
-!

the Palo Verde Unit ~No. l QualifiaJ' Fund,:the Palof erde Unit W.
.

V
1

- No. 2' Qualified Fund, ' and the Palo VerdeL Unit No. 3- Qualified j

Fund,' collectively. 0

.:t

.-|

(15) " Fund Account" shall mean a separate account established by.thisi .j
-

!'Agreement and maintained'by the. Trustee for each1 Fund to account

for all Decommissioning Centributions'(or other?contrib'utions'as- .

described in .Section 2.02)Lmade' to' each Fund' al191ncome and other,

increments to each Fund. and. all disbursements from' each Fund.

"
i

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

|
2.01(6) hereof,

t

i.

(17) "InterLa Disbursements" shall have the meaning set.forth 'ni

Section 2.01(5) hereof.
.

k

f'

|
-

1

|. (18) " Investment Manager (s)" shall mean the fiduciary'specified,in the

Investment Manager Agreement (s):

i

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

5--
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J
*

L 1
'

,

) |
u '

or1 dispose of any asset belonging-to theLMaster Trust; and

(b)~ Which is: ,

l

|

| . . t
' (1) registered as'an investment adviser,under;the Investment'

~

Advisers Act'of 1940. or
~

,

,

(ii) a bank, as-defined in~that Act..or
-t

i

(iii) An insurance-company qualified.to perform services S

|-
_ 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 1 Trust,<thats-it?.is qualified to act

.underrsubsection (b),above. andLhas agreedLto 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 ~1
'

|

| Committee which agreement governs.the'managementfof the. assets of-
-

3

|

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

!

-6. I
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'I
1

. .l
l

Nos.'l', 2 and-3 and the Palo Verde Nuclear Generating Station' Unit
~

..
1

Nos.1, 2,' and 3, collectively. >

;

(22) "Palo Verde Unit No. 1" shall.mean-Unit one of the'Palo Verde 3

Nuclear Generating Station.

(23) "Palo ' Verde Unit No. l Qualified' Fund" .shall' mean the Fund- . ;
;

established and maintained under the Master Trust for. '

decommissioning Palo Verde Unit No "1 to.which monies are
.

contributed' subject to the conditions and limitations of |
1

4.
:Section 468A-of.the Code. . .

- -<

(24) "Palo Verde' Unit.No.' 2" shall mein Unit Two of'the Palo Verdei-

.

Nuclear Generating Station.

!

(25) "Palo Verde Unit No. 2 Qualified-Fund":shallImean the Fund
^

established and maintained.under the Master Trust 1for

decommissioning Palo Verde Unit No. 2..to which. monies are

L contributed subject to the~ conditions and limitations of

b
Section 468A of the Code. ||

,

1

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

Nuclear Generating Station. |
1

l,

l

(27). "Palo Verde Unit No. : 3 Qualified Fund" shali .mean the - Fund ' |-

,

|-

. established and maintained under the Master Trust for

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

_m .L_ _l _ - _ ,_ -. _ - . . - , . . . , . e , - , , , ..-%,. . . .- . e - ..m - ,_
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L

contributed. subject to the conditions.and limitations of Section ;j
.!468A of the Code.- J

l

!,
(28) "Ratepayers" shall mean those customers of the Company receiving '!

1
electric service in accordance with CPUC approved tariff schedules, l

,

-(29) " Schedule of Ruling Amounts" shall have the meaning set forth in

Section:468A(d) of the. code. ,

i

I

(30) " Service" shall mean the Internal' Revenue Service.

]
(31) " SONGS Unit No. 1" s' hall-mean Unit One of,the San Onofre Nuclear'

Generating Station.

!
i

-(32) " SONGS Unit No. 1,Qua1ified Fund" sha11 mean the-Fund' established;
. p

and maintained under the Master. Trust for^ decommissioning SONGS'
-

- '

Unit No. I to which monies are contributed subject to the1

- . -

!conditions and limitations of Section 468A of the Code.

J

(33) " SONGS Unit No. 2" shall mean~ Unit-Two'of~the San Onofre Nuclear'
-

-

Generating Station.-
a

i

(34) " SONGS Unit No. 2 Qualified Fund" shall mean the Fund established
- ;

and maintained under the Master Trust for decomissioning SONGS'

Unit ik). 2 to which monies are contributed subject to the

conditions and limitations-of Section 468A of the Code. -

,

-8-
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(35)' " SONGS-Unit No. 3" shall mean Unit-Three of the. San.Onofre Nuclear
J

Generating Station.

(36)- " SONGS Un,tt No. 3 Qualified Fund" shall mean the Fund' established

and maintained for- decommissioning SOHCS Unit No. 3;to which monivts

are contributed subject to the conditions and, limitations of=
-

Section'46BA of.the Code,

i

I

( 3'J ) " Trustee" shall have the meaning set forth~in the;first paragraph

of this' Agreement.

!

.|

-( 3 8 )- "Unics" shall mean- SONGS Unit No.1,' SONGS Unit No. 2, SONGS! Unit i4

. !

No. 3. palo Verde Unit No. l..palo Verde = Unit No. 2, and palo Verde

Unit No.-3, collectively.

o

(39) " Withdrawal Certificate" shall mean a document | properly' ccepleted' 9

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 j

that each has fuli legal authority andLis' duly empowered.to enter into j

this Agreement,'and has taken all action necessary-to authorize the-

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

l.03' 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 deccarsissioning funds -for the Units-within

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

-e-
_

|
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' .e
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c

' Provision and the regulations thereunder.

i

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

^

L

| Company:-

L

(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 earnitas and appreciation:

thereon:.

.(b) establishes-the Funds.ceach of which shall constitute a trust

consisting of such Decommissioning Contributions.(or-other

centributions as described in Section 2.02) as may beidelivered to the

Trustee by the Company designated for such Fund. Each Fund sha'llL also 1

include additional Decommissioning Contributions 1(or:other

contributions as described in Section:2.02) designated for such-Fund,
1

. . .

~}together with investments and reinvestments' thereon; and, o

,

-(c) appoints Harris Trust and Savings Bank Es Trustee of the Master.

Trust and each of the runds.

;

1.05 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
1

'' Southern California Edison Company Nuclear Facilities Qualified CPUC i

- 10 -
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l
-II

'

DISPOSITIVE PROVISIONS

Af ter payment of.the expenses described in Section 6.01 hereof, the Tr'ustee -!

shall distribute the Master Trust as follows:

2.01. Payment of' Nuclear ' Decommissioning Costs. The Trustee shall make

payments of the Decommissioning Costsoin accordance with- the following

procedures:

t

(1) Authorized Representative. The-Committee shall promptly. notify the .(

Trustee of the selection andiappointment of any Authorized |

Representative of the' Committee. ;The-Trustee shall have no-duty

. . i
to inquire into or investigate the' continued authority of such j

;

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.
..

| L
!

L (2) Disbursements to Third' Parties. Requests'.for payments of
L

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-
l

submitted to the Trustee.on a Disbursement Certificate..y

l'
|

|
|: .(3) . Reimbursement to the Company. Requests for payments' to the-

Company in reimburseme,nt of ' Decommissioning costs. actually

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

I shall be submitted to the Trustee on a Withdrawal Certificate.

l

- 12 -
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:

1
,1

-I

(4) Payment of Decommissionino 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) t;henameandaddre'ss'of-thepersonorentitytowhompayment.

is due1(which may,be the Company);

!

(b) the amount of money-to.be paidi !
'

!

i

~
~ i

:(c) the purpose for ~ which the Jobligation to be: paid was incurred;> 'l

and 3
4

i

-(d) a CPUC Order authorizing either Interim-Disbursements'or

Final Disbursements. . A. copy.cf such.orderishall accompany

the Disbursement Certificate or Withdrawal Certificate.

Each Disbursement! Certificate,or Withdrawal Certificate'aust

certify that the expenses,to be. paid' constitute Decommissioning
|

L Costs and shall provide satisfactory evidence to'the' Trustee of
,

same.

-!
!

!
i(5) Interim Disbursements.. The estimated costs and schedule for

decommissioning each of the Plants shalli 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 is'

- 13.--
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.

estimated' to begin. the -Company shall apply for' CPUC approval of

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
i

schedule for decommissioning each Plant. Interim Disbursements t

1
Ishall be limited to 90% of the forecast'of Decommissioning Costs

!
approved by the CPUC. Final payment from the applicable Fund for. '

J
J

all Decommissioning costs'shall be.made pursuant to Section-

2.01(6). i
;

,

1j .

The Company shall apply 1forEand acquire CPUC1 (6) Final Disbursements.-

approval of the estimated final: cost for ' decommissioning:each
L .

|- Plant or 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 f approved by;the:CPUC s

4

will be required.- Upon approval of the final cost of- <l

decommissioning each Plant or Plants.|the CPUC shall authorize.

.

Final Disbursements:from the applicable-Fund.to pay Decommissioning-

|

Costs. The Trustee shall:make azFinal; Disbursement when a CPUC.

Order and a Disbursement Certificate or-Withdrawal certificatecis-
!

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;

.

- 14 - d
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.

1

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

i

(c) the purpose for which the ob1'igation.to be paid was incurred.
|
;
1,

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- t
i
'

L contributions of money to the-Master: Trust to satisfy-the purpose of
i

^
.

,. . ,

this' Master Trust as set-~forth in Section'l'.03, which contributions may. !'

be made to the applicable Fund. Account (s). 1

L

2.03 Adiustments for Excess contributions. .The. Trustee and the Company
|
1

( understand and agree that the contributions'made by the company,to any,

of the Funds -f rom time to time may' exceed the amount permitted. to be

paid into such fund (s) pursuant to :Section.-468A of the Code f and|any:

regulations thereunder based upon changes in estimates, subsequent

developments, or any other event'or. occurrence which could.not- i
|

reasonably have been foreseen Dy;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 j

-I
amount of any Excess contribution (together with any income | accrued i

thereon)-shall be. paid ~to'the' person-cr persons specified by.the
3

Company.in a certification to the~ Trustee.
>

1

2.04 ,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 is to occur between Fund Accounts:except when explicitty'.

'

indicated by certificate of the company that such transfer is necessary '

i

'

- 15 -"
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I

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

the requirements of Section 468A of the' Code. I

2.05- Desienation of Funds.. Upon:- (a) th3 ' initial contribution to the -

Master Trust: (b) any withdrawal.from-the~ Master Trust for
i

Decommissioning Costs pursuant-to Section 2.01 or-for' administrative-

expenses pursuant to Section 6.01;.(c) any addition to the Master Trust I

- .

. .

j~

pursuant to Section 2.02: or-(d) any adjustment to the Funds pursuant j
'|

toSection2.03,theCompanytshalldesignate.~Dycertificate.|the_

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

contribution, withdrawal, addition. orsadjustment '.and the Trustee shall

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

designation.

!

2.06 Distribution of Income, i

i

,

I

(1) cenerally. The Trustee.shall not be precluded from pooling-
'

Decomnissioning 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
a

Decommissioning Contributions (or other contributions as described
,

in Section 2.02) as having received or accruedEa' ratable Portion '

i

of the Master Trust income in any year.

(2) PrinciDal and Incorne. All questions relating to the. ascertainment- 1,

4

of income and principai 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 -
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(3). Income on Current Collections.- As'of the end'of each' accounting

period:of the Trust,; the income of the' Malter Trust shall, for [

purposes of-all subsequent accounting periods, be treated as

|. Master Trust principal.
l

N
'

.2.07. No Transferability of Interest-in Trust. The interest'of the company in 4

the Master Trust is not transferable by the company, whether voluntarily
.|

L or. involuntarily, nor subject to the claims of: creditors of the Company, !I
i

provided. h_owever,;that any creditor of the company asLto 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 cons' trued 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 or! Plants;'previded,

however, that any such transfer shall be subject;to the prior approval.

of the CPUC.

2.08 Resolution of Disaareements. If any oisagreement arises between the.

Company, the Committee, and/or the CPUC; Staff regarding the Master
a

..
-

t'Trust, the disagreement shall be submitted to the CPUC for resolution
:

by issuance ofsa 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:~

s

any interested parties. The CPUC, on its own nK) >n, may . raise ;and

-consider any issue with regardzto 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 .
.

| - 17 -
'

|
!

_ _ _ _ _ , _ .. - _ ___. _ _ _ _ _ _ _ _ . _ _ ___ __ _-. _ _ ._



.

i

-

1
| accordance with the Committee's direction. _Nothing in this Agreement

shall be construed to.1 Lait the rights of the Company. the Committee.

1the 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,

d
.. .i2.09 Termination'of Master Trust. This Master Trust shal1~be irrevocable I

and will terminate (in whole or in_part)-upon the earlier of::
1

d

(1) Receipt by the Trustee of a Certificate from the Committee stating
j

that substantial completion of the ' nuclear, decommissioning of the' ]
Plants has occurred (as defined in Treasury Regulations promulgated :< ,

under Code Section 468A); 'I

(2) The twentieth anniversary of.the date of.the death of the survivor-- j
;

from among a class consisting of all of: the descendants of John D.' I
,

Rockefeller. late of New York, New York.' bot 1 on or prior:to '

January 1. 1987: or

4
,

,

(3) At such earlier time as the'CPUC may order 1the Committee to

terminate all or a portion of this. Master Trust.

-

;

i

2.10 Termination of runds of Master Trust. One:or more ofsthe 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-jurisdiction.

I

- 18 -
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1

'f
but:in notevent 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.

t

2.11 Distribution of' Master Trust Upon Termination. Upon termination of= ,

this Master Trus2 or-of'any one or more.of the rund(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- i

assets of the Master Trust, or Fund (s) (including: accrued : accumulated,

and undistributed net income)-less finaliMaster 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 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 Fundsfare'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. 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 -
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2.12 A1terattonsiand 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.
I

1

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- I

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 I

i

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.. I

Proposed amendments filed with the CPUC shalllinclude in the transmittal
,

letter a reference to the foregoing procedure. for making written

objection to such proposed. amendments. Notwithstanding anything herein .j

to the contrary, no amendment which affacts'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 l

Trustee receiving reasonable notice thereof.

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

limit'ed to the matters set forth in Section 1.03 above, specifically,

- 20 -
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'and,there is no objective to carry on-any> business unrelated to the=
.t

Master Trust purposes set forth in Sectiot. l'.03 hereof, or divide tho' :
'

(. gains therefrom. j
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III

L THE COMMITTEE
l
l

i

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 i

Company. No more than two (2) of the members of the Committee shall be

!' employees, of ficers. . or directors of the Company.- or otherwise be .!

agents of the Company in any capacity except as members of the. 1

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

writing within ten. (10) -days of their nomination., The Company: shall: '

furnish the CPUC with afresume 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.cthe Company shall furnish to the CPUCLa-statement in..

,

-i

writing affirming that such nominees are not' employees, o'fficers,
;

directors. or otherwise agents' of . thel Company and providing suf ficient

additional information to determine:the existence of.any conflict or jz
e

3

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
.

- iwith 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 cervices 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

1

22 --
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!

. 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 .I

l

oorder' allowing the- Committee to function for a limited period of time "

i

l'ith more than two (2) members who. are employees, officers sad /or

' directors of.the company. Should the CPUC. issue such an Order, it i
'f

! 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 '

,

.;
i

!
! officers, employees and/or directors of the Company. and it shall
1~

l

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.

3.02 . 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) ofP

all appointments and replacements of Committee members,in writing
!

signed by an Authorized Representative. Initial 4ppointments of
|

Committee members may be for lessithan a five year term in order to
.

; establish staggered membership terms among the members of-the Committee.

3.03 Acts of cammittee. 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-deci6ed by the Committee.
'

Full minutes of Committee meetings shall be maintained. The Committee

,

- 23 -

'

-- . - - - - ,



l'

| .

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 dutles 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. LThe committee may retain the=-

I
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:
i

any such assistance the committee may desire to retain shall be'

regarded.as appropriate. Master Trust, administration expenses.:

i

-|3.05 conunit t ee Repor t s . The Committee shall evaluate the performance of the:

Trustee and' Investment. Manager (s) annually,and' submit;a written report i

. . (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 snall !

include, at a minimum: ,

i

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

Trustee and Investment'. Manager (s) should be retainad or-replaced:,
~

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

justification therefor:

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

committee meetings; and
.

|

t
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(d) 'An itemized accountir. of the Master Trust administration espenses

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 $83 of the Public

Utilitics code or applicable successor provision. This report may be

combined with'the annual report described above, and shall include, at'

a minlaum:

(a) A deteription of the committee's attempts to Jolicit proposals

from other firms which can perform the trust and investment

management duties;

(b) ,aluation of at least three firms which could potentially'

replace uit current Truric a and/or Investment Maragar(s); and
I
|

. 1

(c) A justification of the continued use of investment manager (s) on a j
i

retainer basis, as opposed to the Trustee's employment of an "in I

!

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 j
1and/or Investment Manager hereunder for less than three years, i
i

!

3.06 concensation.- tach committee member who is not an employee, officer, '

,

- 25 -
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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 arrangemerts shall be subject to the approval of the 'i

CPUC. If the fee and/or compensation arrangements with any member

should be changed for any reason whatsoever, within ten (10) days of i

such change, the Company shall furnish to the CPUC a statement in

writing fully describing the new fee and/or compensation arrangements,

and surh 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
i

Agreement. Fees and/or compensation paid to members of the Committee,

reasonable expenses of the members of the Committee, including premiums

for liability insurance if applicable, shall be regarded as' appropriate
|

Master Trust administration expenses.
I

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

act or participate in any transacticn which would violate the terms and I
|conditions of any instructions provided by a Certificate of the
j
icommittee so long as the terms and conditions of the Certificate are '

consistent with this Agreement.

/ i

I.

s

/

/

1

s
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IV

II.MI.IIII

4.01 Eggienation and oualification 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
|

I
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

j right to remove the Trustee acting hereunder and appoint another !

qualified corporation as a successor Trustee upon thirty (30) days' ;

Inotice in writing to the Trustee, or upon such shorter notice as may be;
i

acceptable to the Trustee. In the event that the Trustee or any

successor Trustee shalt: (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
i

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 11guid=61on law, statute or proceeding; or I
,

(f) resign, the Trustee or successer Trustee shall cease to act as a

| fiduciary of this Master Trust and the committee shall appoint a
.

Successor Trustee. In the event cf any such removal or resignation,
c

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 rigt.t.to remove

| and to Oppoint any Trustee or successor Trustee.
1

.

'
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Any Successor Trustee shall qualify by a duly acknowledged acceptance

of this Master Trust. delivered to the Company, the Committee, ond 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' ca,U.ot 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

accordance with Section 6.01 hereof.

I

4.02 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 e duly acknowledgird

instrument, which shall be delivered to the Company and the committee !
{by the Trustee not less than sixty (60) days prior to the effective I

i

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

acceptable to the Company and the Committee.

4.03 Compensati m . The Trustee shall be entitled to compensation from ti.e ;

Master Trust as follows:

|

,

-
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!

i
'

!

| Fee Schedule ;

i

tBase Fee: 5500 per investment manager ;;
*

|
i

Transaction charge: $15 per transaction ;

!
.

Combined Asset charge (applied to the total of all assets held by |
1

the Trustee in the company's nuclear decommissioning trusts): |
;.

:|
|

-;

20s per $1,000 on the first.350 million

v

j 12f per $1.000 on the next $150 million l
.

7t per $1.000 on the next $100 million
f

5f per $1,000 on the excess

t

1 i
;

. 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
i

schedule shall require the approval of the CPUC prior to be00 ming I
r

effective, '
!

Whenever the Trustee exercises its investment discretion as provided Ln !

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

as follows:

i

-

i
>

|
,

:
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Investment Management

Fee Schedule

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

placed under the Trustee's investment discretion):
.g

$1.00 per $1,000 on the.first $50 million
' '80.80 per $1,000 on the next $150 million

$0.10 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 pt. aced under the Trustee's investment |

discretion on or after January 1, 1990 sbg11 be subject to !

renegotiation. The renegotiated fee schedule shall require the
i

approval of the CPUC prior to becoming effective. |

4.04 Establish rund Accounts. The Trustee shall maintain separate rund
i

Accounts for each rund' established by this Agreement to account for
i

Decommissioning contributions (or other contributions as described in

Section 2.02) made to each Pund, and all income and other increments to

each rund, and disbursements from each Fund subject to the provisions

of Section 2.05 above. L

1

1

4.05 Accounts. The Trustee shall present financial statements to the-
~

Company and the Committee on a quarterly basis (within forty-five |
I

(45) days following the close of each quarter), or at such other

frequency as the committee shall from time to time require, The

!
- 30 -
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'

financial statements shall show the financial condition of the Master

Trust, including, without limitation, incone 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

financial statements. If either the Company or the Committee desists

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 ac:s or omissions to the date

of said audited financial statements; provioed, 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.

| 4.06 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 counsei 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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*

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.

4.07 Liability. The Trustee shall be liable for the acts omissions or

oefaults of its own officers and employees. The Trustee shall not be

liable for the acts, omissions or defaults of its agento. Provided any

such agents were selected with teasonable 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 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 Laposed pursuant to Section 4951 of the

Code sur 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)(21) (or

applicable successor code sections) where the act giving rise to the

- 32 -
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|

,

i

imposition of any tax pursuont to taction 4951 of the code or the

j decision to invest trutt assets in investments not meeting the

restrictions outlined in code Section 501(c)(21) was made by or was in
|
I

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

|
I

pursuant to section 6.08 of this Agreement, the Trustee is prohibited
- 1|

|
from doing any act or knowingly engaging in any transaction that would,

i t'

violate the terms and conditions of any instructions provided by- '

written certificate of the Committee, or contravening any provision of
i

this Agreement. Upon receipt of a certificate of the Consittee 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
4

|
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. d

- 33 -
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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 Conreittee.

/

/
|
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INVESTMDITS

5.01 Aeoointment of Investment Manacer(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 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 bnposed on it under the Investment Manager Agreement.
5

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 say be,

i

5.02 Direction by Investment Manaaer(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
i

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

- 35 -
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J

have the power and authority. exercisable in its sole discretion at any
1

time, and from time to ti.me, to issue and place orders for the purchase i

.

or sale of portfolio securities directly with qualified brokers or

|' dealers. The Trustee, upon proper notification frors an Investment
!

IManager, 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 brcker or dealer. Such notification shall be proper authority for f
the Trustee to pay for portfolio securities purchased against receipt

thereof and to deliver portfolio securities sold against payment
t

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 ar.y agreement

with the Investment Manager (s). Any duty of supervision or review of

the acts, omissions or overali 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),
s

Unless the ' trustee participates knowingly in, or knowingly undertakes to

conceal an act or omission of an Investment Manager (s) knowing such act

- 36 -
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or omission to be a breach of the fiduciary responsibility of the

Investment Manager (s), the Trustee shall be under no liability for at y

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 de under no 11ab(11ty for any loss of any kind

by reason of changes in value of the investaents purchased, sold, or

retained by the Investment Manager (s). not 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.

/

/

f
/

|

./

/

/

/

/

/

/

!

/

/

/

I
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!

/

/
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TRUSTEE'S CENERAL POVERS

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
t'

,

beneficiaries thereof, and which are to be exercised as the Trustte, 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

ef fice, namely:

'

6.01 Payment of Expenses of Administration. To pay a!! 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
L

counsel or administrative support hired by the comraittee as provided in
s

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 disenarge 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 runds to

become disqualified from the application of Section 468A of the Coce or

any applicable successor provisions.

6.02 Extension of oblications and Neootiation 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
.

1

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

,
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I
!

i
: 1

|
and arbitrate claims or demands in favor of or against this Trust. !

including claims for taxes. upon such terms as the Trustee may deen ;
'

advisable, subject to the limitations contained in Section 7.03
,

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

!

i 6.03 Resistration of secur,ultg. 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.

6.04 t,ocation of Assets. To keep any property belonging to the Master Trust
,

at any place in the United States.

,

t

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

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

employees, agents, attorneys, or receivers.
.

6.06 Delegation of Ministerial Powers. To delegate to other persons such

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

6. 0'? 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
t

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 2.11 hereof. '

.
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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

conterred 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 frors 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 Comenittee.
1

/,

l
'

/

l
/

1

/ 1

i

/

/
.

|

/

/ 1

|I

'
|

| /
1
1'

/
|

/ j

/

1

/ i

i

/ .

.

.-
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|

)

VII

TRUSTEE'S INVESTMERf POWERS
|
l
i

The Trustee recognizes the authority of the Investment Manager (s) '.o 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 I

l

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 ttme, 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 in

its discretion, acting in such fiduciary capacity:

7.01 Preservation of PrinciDal. 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: Drovided, however, that

no such investment or reinvestment of the 'unds may be made by the
.-

Trustee: )

I

(1) Unless such investment is permitted to be made by code .

- 41 -
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Sections 501(cit:1)(B)(ii, and 468A(e)(4)(C), the regulations

thereunder, and any applicable successor provisions; or
.

(2) Vhich would contravene any instructions issued tq( 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 I

become due. Nothing in this Section 1.02 shall be construed as

authorizing the Trustee to carry on any business or to divide the gains ;

therefrom.

7.03 Manacement of Master Trust. To sell, exchange, partition, or otherwise' '

l

i

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. j

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 thase powers, all at such tLaes. 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
isection 1.03.

.

Notwithstanding anything contained in this Agreement to the contrary,

the Trustee may not authorize or carry out (a) any sale, exchange or

-42-
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;..

!,

other transaction which would constitute an act of selt-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.

'
_

i
7.04 Disposition of Investments. When required to make any payments under >

1 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 frons tne committea. The Trustee shall

have no liability, 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.
>

/
'

| -

j,

/
,

/
;

|

/

/

/

,

/

/

/

/

/
'

- 43 -
. _ _ .. . _ _ . . _ _ . _ _ _ _ _ _ . _ . . , - _ _ _ _ . _ _ _ - . _.



.

vti!

MiscELLANE0us

8.01 Headines. The section headings set forth in-this Agreement and the

Table of contents are inserted for convenience of reference only and

shell be disregarded in the construction or interpretation of any of the

provisions of this Agreement.-

8.02 Particular Vords. 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 specifically stated the word " person * shall be taken

to mean and include an individual, partnership, association, trust,

company, or corporation,

i

8.03 Parties Interested Herein. Nothing expressed or implied in this

Agreement is intended or shall be, construed to confer upon. or to give
ito, any person or corporation, other than the company, '.no committee.
;
.

the Trustee and the CPUC any right, remedy or clata vader or by reason
:

of this Agreement, or any covenant, condition or st'.pulation-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 Ln 1

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
j

decommissioning activities contemplated by this Agreement, which are to

be performed by the company. will inure to the benefit of the company's !

i

- 44 -
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Ratepayers and the General Public.

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

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.

8.05 Porm and Content of communications. The names of any person authorised

to act on behalf of the company and/or the Consmittee shall be

certified, with the specimen signature of such person, to the Trustee

by the Company and the Committee. Until appropriate written evidence
i

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, direction, certificate, resolution, or other communication
j

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

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.

1

i8.06 Delivery of No'sces Under Acreement. Any notice required by this

Agreement to be given to the company or the Trustsc 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 belows

- 45 -



_ . _ _ . ~ _ . . _ _ . _ _ . _ . _ _ _ _ _ _ . _ _ _ . _ . __ __ .

I
*

<

I

|'
If to the company:

I
i

SOUTHEAN CAL,IFORNIA EDISOW CCMPANY
!

P.O. Box 800 j
2244 Valnut Grove Avenue '

| Rosemead. California 91770

Attention: Nuclear Facilities Decommissioning 'l
Trust Committee

;

1

l If to the Trustee:
iHarris Trust and Savings Bank

111 West Monroe Street
P.O. Box 755

iChicago. 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

i

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

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.

.

8.07 Successors and Assions. Subject to the provisions of Sections 2.07 and
4.01 this Agreement shall be binding upon ant. inure to the benefit of

'

t

-l
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\
*

|

|
|

the Company, the Trustee and their respective successors, assigns. !

personal representatives, executors and heirs.
|
.

|

8.08 Governino JurisdicQga. 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 I

the State of California.

i

8.09 Accountino Year. The Master Trust shall operate on an accounting year .

'

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

8.10 ,C_gunt e r ca r t s . This Agreement may be executed in any number of I
i

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

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

8.11 Otsbursement/vithdrawal certificate. No provision of this Agreement
!

shall be construed or applied so as to require the preparation of a 4

Disbursement Certificate or a Withdrawa1' Certificate to authorize the

payment of compensation to the Trustee under Section 4.03 or of the

expenses of administration under section 6.01.

/

; -

| / r

/

/

/

/

/ -

i
!
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,

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

and signed by all parties,

i
IN WITNESS WHEREOF. the Company and the Trustee have set their

hands and seals to this Agreement as of the day and year f$rst above written. i
"

CALIF 0 hissION

,,me ,_ _.

ekAttest: M ov
Title: I

' '
'[

APPROVED As TOEk .
SW C I N A EDI NM [

JOHN R. BURY

8 it e: g W c. , g/, f, O' Anortwy L | '

M'\, /,,, 'f- /h , f fig, I 7 .? Attest:
Title: / ddC Y, *

I'
HARRIS TRUST AND SAVINGS

'

By 4
4

T'tle: 0 / VicofM9h*Pi

[(ekb MC- M
i

Attest:

TilI# .h.y. 3m,. #
'

.

4

!

6

e
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Exhibit A

DISBUR$DIENT . CtJtTIFICATE

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 Qualified CPDC Decommissioning Master Trust for San

onofre and Palo Verde Nuclear cenerating stations, pursuant to Section 2.01 of
,

that certain Master Trust Agreement, dated . 1987. between theTrustee and Company as follows:
i

j (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 (Sopos/Palo Verde)
as evidenced by the Invoice Schedule (with supporting exhibits). '

i attached as Exhibit 1 hereto!
|

(2) all such amounts due and owing to the Payees constitute ;i Decommissioning Costs; and
4

(3) all conditions precedent to the making of this withdrawal and '

disbursement set forth in any agreement between such Payee and the
j 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) Qualified Fund of the

4

Master Trust in order to permit payment of such sua 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: JOINTPAYtt CHECK, WIRE TRANSFER, ETC. )- on or before

. 19,_.

Executed this day of
, 19,_.

_

|

t

By
_ _ ,

Authorized Representative
|

|

By

Authorized Representative

<

V
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Exhibit B
VITHDRAVAL 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 Qualified

i

CPUC Decommissioning Master Trust for San Onofre and Palo Verde Nuclear t

Generating stations, pursuant to Section 2.01 of that certain Master Trust ,

Agreement, dated . 1987, as follows: 3
6

t

(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

i
evidenced by the Invoice Schedule with supporting exhibits attached

-

as Exhibit I hereto ,

'l

|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 $ from
the (SONGS Unit No.1/ SONGS Unit No. 2/ SONGS Unit No. 3/ Palo Verde Unit

i

| No.1/palo Verde Unit No. 2/Palo Verde Unit No. 3) Qualified rund 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, VIRE TRANSFER. ETC. ) on or before
. 19__.

Executed this day of
__, 19__.

'

|
SOUTHERN CALIFORNIA EDISON COMPANY

|

By
Authorized Representative

By
Authorized Representative

- 50 -
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NUCLEAR FACILITIES NONOUALIFIED CPUC DECOMMISSIONING MASTER TRUST AGREEMENT
s

i

AGREEMENT made this day of MM ..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").

WHEREAE, the company is the owner of: (1) an 80 percent undivided 1

interest in Unit One' of the San Onof re Nuclear Generating Station (" SONGS Unit

(2) a 75.05 percent undivided interest in Unit Two 'of. the San Onof reNo. 1");

Nuclear Generating Station (" SONGS Unit No. 2"); (3)'a 75.05 percent undivided

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

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

in Unit Two of the Palo Verde Nuclear Generating Stationundivided interest
in Unit("Palo Verde Unit No. 2"); and'(6) a 15.80 percent undivided interest

Three of the Palo Verde Nuclear Generating Station ("Palo Verde Unit No.,3");

and
-!

| VHEREAS, the Company is subject to regulation by the California

| Public Utilities Commission ("CPUC"), an agency of the State of Cat.ifornia-

to Californis Constitution Article XII, 51, andcreated and existing pursuant ,

by the Nuclear Regulatory-Commission ("NRC"), an agency of the United States

government created and existing pursuant to 42 U.S.C. 55841; and

|

VHEREAS, 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

- - _ . _ _ _ _ _ ..
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the-Internal Revenue Code of 1986. 26 U.S.C. 51 et ges. in order to provide

adequate monies for the Company's share of decommissioning costs with respect

to SONOS 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 q

lhereby agrees to receive the initial contribution of-monies to the Master

[idl' 4- !.198[: andTrust on or before ,

!
!

!

TO KAVE 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 thereofx(hereinaf ter collectively called the
!

.i
i" Master Trust") unto the Trustee:

!
'

i

IN TRUST NEVERTHELESS. for the uses and purposes and upon the-terms .!

.1

and conditions hereinafter set forth:

/

/

/

/

/

/

/

/

/

/

/

/
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I

DEFINITIONS, PURPOSE, AND NAME 7
.

t

I

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

i

the following. terms shall have the following meanings:
1

l
r

(1)- "Act" shall mean the Uniform PrincipalLand Income Act.from time to j
time-in effect in the state of California, and on the date hereof

~f

set forth in California Probate Code $16300 et Egg.
-r

(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 Committee by a Certificate filed
~

with the Trustee.

(4) " Board of Directors" shall mean the Board of Directors of the
i

L 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 t3W) Authorized Representatives of

dY''the Committee for a Certificate of the Committee,

-3-

. . . - . ., _ -



1

l'
1

(6) " Code" shall mean the Internal Revenue Code of 1986, as the same

may be amended from time to time.

(7) " Committee" shall mean the Nuclear Facilities Decommissioning

Master Trest committee established' pursuant to Article III._ -

i-

(8) "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.

|
-11

1

(9) "CPUC order" shall mean an order or resolution issued by the CPUC'

af ter the company, the Committee - the CPUC Staf f, 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.
- 1

,

e,

(10) " Decommissioning Centributions" shall mean all amounts-for,

decommissioning <.xpenses of the Plants reflected in the Company's ,

adopted annuali:ed costiof service in and.for;the CPUC:

jurisdiction-and contributed to the~ Funds for decommiss'ioning-

-expenses of the Plants.
.

|
4

(11) " Decommissioning Costs" shall mean the costs incurred in-
!

decommissioning:the Plants. j

(12) " 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.

1

-4- j
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1

:(13) " Funds" shall mean the SONGS Unit Wo, 1 Nonqualified Fund. the.

SONGS Unit No. 2 Nonqualified Fund, the SONGS Unit No. 3 .j

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. .|
1

!

l
!

(14) " Fund Account" shall mean a separate account established by this

/.greement 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.. i

L

k
. !

(15) ' Final Disbursements" shall have the' meaning set forth in Section j
"

;
'2.01(6) hereot.
i

d
(16) " Interim Disbursements" shall have the meaningtset forth in '

Section 2.01(5) hereof.

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

Investment. Manager Agreement (s): ;

4

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

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

1(b) Which is:

(1) registered as an investment adviser under the Investment

Advisers Act of 1940, or

-5-



~(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

|
I

(c) Which has:ackiiowledged, 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.-

i
>

(18) " Investment Manager Agreement (s)" shall mean;the agreement (s).

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

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, carnings and appreciation thereon.

(20) " Plants" shall mean the San 40nofre' Nuclear Generating Station Unit

Hos. 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 0ne of the Palo VerdeL

Nuclear Generating Station.

(22)' "Palo Verde Unit No.1 Nonqualified Fund" shall mean the Fundi

6--
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_ _ . . _ _ _ . _ _ . .

>

=establishedi and' maintained under the Master: Trust for
4

.

i

decommissioning Palo Verde Unit No.;l to which monies'are

contributed which are not subject to the conditions and

limitations of Section 468A of the code.
[

-I
;

-(23) "Palo Verde Unit No. 2" shall mean Unit Two of the Palo Verde
>

Nuclear Generating Station.
1

(24)- "Palo Verde Unit No.'2 Nonqualified' Fund" shall mean the Fund

established and maintained under the Master Trust for
i

decommissioning Palo Verde: Unit No -2 to which monics are
'

i

contr'ibuted which are not sub',ect'to'the conditions and

flimitations of Section 468A of the Code,

(25) "Palo Verde Unit No. 3" shall mean Unit Three of'the Palo Verde
i

Nuclear Generating' Station.
!

(26) "Palo, Verde Unit No.13 Nonqualified Fund" shall mean the Fund- .

~

established and maintained under the Master Trust for ,

'ldecommissioning Palo Verde Unit No. 3'to which monies'are1

contributed which are not subject to the conditions and

limitations of Section-468A of the code.

(27). "Ratepayers" shall mean those customers of the Company receiving

electric service in.accordance with CPUC approved tariff schedules.

(28) " Service" shall mean the Internal Revenue Service

_7-
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!

(29) " SONGS Unit No.1" shall-mean Unit One of the San Onof re Nuclear.

Generating Station.

(30) '" SONGS Unit No. 1 Nonqualified Fund" shall mean the Fund

established and maintained under__the Master' Trust for

decommissioning SONGS Unit No. l~to which monies are contributed
~

. -i
which are not subject to the conditions and limitations of }

Section'468A of the Code.

(31) " SONGS Unit No. 2" shall mean Unit Two of the. San Onofre Nuclear-

Generating Station. .

'32) " SONG 9 Unit No. 2 Nonqualified Fund"'shall 'mean -the Fund

| established and maintained under the Master' Trust for
!

decommissioning SONGS Unit No. 2 to which monies are contributed
7
i

|
which are not subject to the conditions and limitations of.

.

f Section 468A of the Code.

i

1

i (33) " SONGS Unit No. 3" shall mean Unit Three of the San Onofre Nuclear
:
s

Generating Station,
!
!

(34) " 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.

1

(35) " Trustee" shall have the meaning set forth in the-first paragraph j
!

of this Agreement.

. -8-
I
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. . .

1

";

(36) " Units" shall mean SONGS Unit No 11 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 Vithibit'B-hereto. 1

\
a

~

1.02 Authorization.- The Trustee and the Company hereby represent and warrant ;

i

that each hasffull legal authority and is duly empowered to enter into

this Agreement, and has taken all1 action necessary to authorize the-
t

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

j
1.03 Master Trust Purpose. .The exclusive' purposes of this Master Trust are

. . . . i

to provide monies for the contemplated decommiss.ioning of the Plents,

t
E!

1.04 Establishment of Master Trust. By execution of this Agreement, the. 3

i

company:
.

!
,

(a) establishes the Master Trust which shall.consis't 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 H
.

. 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

-9-
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,

- . :)

I

consisting of such Decommissioning Contributions 1(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) designatedLfor such Fund,

together with investments and-reinvestments thereon; and ;

,

-(c) appoints Harris Trust and Savings Bark as Trustee of the Master:
,

Trust and each of the Funds.

1.05. Name of Master Trust. The monies rective'd- by the Trustee frota 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 Decommissioning Master Trust for San Onofre and Palo Ver'e Nuclear-

Generating Stations".

/

'

1/
..

/

/

/

|
|

/

/

/ |

. /

/

/

|
'

- 10 -
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$

-II

DISPOSITIVE PROVISIONS

Af ter payment of' the expenses described ist Section 6.01 hereof, the Trustee
i

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:
a

|

(1) Authorized Representative. -The Committee shall promptly' notify the q

1

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 written notice of the. termination
1

'of any Authorized Representative's' authority.

!

(2) 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.

(3) 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.

- 11 -
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. (4) : P_t went: of Deconnaissionina' Costg.. The Trustee shall pay

Decommissioning Costs when a Disbursement Certificate or
i

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 a whom payment
.

~ ~

kis due (which may be the Company);

'

i
q

'(b) - the' amount of moneyLto be_ paid;

t

(c)= the purpose for which the obligation.to be paid was incurred:- ]
i

and -|

\

(d) a CPUC order authorizing either. Interim Disbursements or j
i

A copy of such order shall accompany'fFinal Disbursements. .

the Disbursement Certificate or Withdrawal Certificate.-
i

!

Each Disbursement Certificate or Withdrawal Certificate must-
i

~|certify that the expenses to be paid constitute Decommissioning >

.

Costs and shall provide satisfactory evidence to the,Tr'ustee of-

same.

(5) Interim Disbursements. The estimated costs and schedule' for

decommissioning each of the Plants shall be reviewed periodically. -l
,

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 is.

estimated to begin, the Company shall apply for CPUC approval of
1

- 12 -
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.

E

t:

ithe estimated cost'and~ schedule for decommissioning each Plant or

Plants. Upon approval of the' cost and. schedule 1for' decommissioning~

,

i
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 ecst and ,

schedule for decommissioning each Plant. ^ Interim Disbursements
t

shall be 1[mited.to 90% of the forecast of Decommissioning' costs.

approved by the CPUC. . Final payment from the applicable Fun'd-for f
^

all Decommissioning ca s Gcall be made pursuant to Section'-

2.01(6)' .

(6) Final Disbursements. The' Company shall apply for'and acquire CPUC
i

approval of the estimated' final cost for decommissioning each

Plant or Plants. Such application shal1 be-made one year-in .

!

advance of the time the Company estimates use 'of funds exceeding 1

90% of the forecast of Decomissioning costs approved-by:the CPUC

will be required. Upon approval of the final cost of=
n decommissioning each Plant or Plants, the CPUC shall authorize ji

|-
L

Final Disbursements from the applicable Fund to pay .

Decommissioning Costs.. The Trustee sh'all'make a Final

i -Disbursement when a'CPUC Order and a Disbursement-Certificate or

Withdrawal Certificate is filed with the Trustee to show: q
|

|

(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

- 13 -
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-

(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 .j

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 1

1

de made to the applicable Fund Account (s).

l

2.01 No Transfers Between Fund Accounts.. The Trustee and-the Company
i

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

monies is to occer between Fund Accounts except when explicitly-

indicated by certificcte of the Company that such transfer is necessary!
l

to effectuate the purposes of this Master Trust. j
q

i

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

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

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 ar'e to be credited-

or debited-by such contribution, withdrawal, addition, or adjustment,.

and the Trustee shall credit or debit the appropriate Fund Account (s) j
1

in accordance with such designation.

,

2.05 Distribution of Income.

-

!

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

- 14 -
q
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'

.

f

Decommissioning Contributions-(or other: contributions:as described

in Section 2.02) with respect to each of the-Fund Accounts for
-

t

investment purposes, and may treat each Fund Account?s 1

_

Decommissioning Contributions (or other' con'tributions as described
-

i
;

in Section 2.02) as having received or accrued;a ratable portion i

of the Master Trust income in any yect.
?

.

(2) Principal and Incyme. All questions relatingEto the ascertainment ]
of income and principal and the allocation of receipts and

1

i

disbursements between income and principal.shall be resolved by the
4

Trustee in accordance with the terms of the Act.

(3) Income on current Collections. As of the en'dLof each accounting

period of the Trust,-the-income of the Master Trust.shall, for

l
l purposes of all-subsequent accounting periods -be treated as

Master Trust principal.

( 2.06 No Transferability of Interest in Master Trust..?The interest of thei
|

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 atount 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, howevet, that any such transfer shall be subject to:

the prior approval of the CP1C.

15 --
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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 ~!
1

Trust. the disagreement shall _ be submitted to the CPUC for resolution

by- issuance of a CPUC Order , af ter 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 j
- - i

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

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 Utilitics Code or the- California Constitution or
,

'

other applicable laws or regulations.

-!

2,08 Termination of Master Trust. This Master' Trust - shall be irrevocable I

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 anniversar / of the date of the death of the survivor

f rom among a class consi. ting of. all of .the descendants -of John D.

Rockefeller, late of-New York.'New York, born on or prior . to

January 1. 1987; or

.

- 16 -
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3

(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 termination of

this Master Trust, the Trustee shall assist the Investment Manager-in
.,

liquidating the assets of the Master ' Trust, and thereupon distributing
i

the then-existing assets of the Master Trust, (including accrued . j
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 1CPUC

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 prescribed in an Order'of the CPUC. In the-event the CPUC.

or a - successor - no longer exists, the ' Trustee shall make such-
I

distribution to the Company upon receipt of .an opinion of ?egal counsel, ;

to the Company accompanying a certificate of the Company st6 ting that

no such CPUC Order is necessary to authorize such' distribution.

<

2.10 Alterations and Amendments. The Trustee and the Company understand and- !

agree that modifications or amendments may be required to-this Agreement

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

I

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

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

| - 17.-
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shall n:t caus3 - th3 Comp ny .to amend- this AgrGement if such action

would defeat the purpose of the Master Trust. The Committee may-also

amend this Agreement thirty days afts . .ng a copy of the proposed-
-

i

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

1

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 writtyn objections

which cannot be settled shall be resolved -in accordance with ,

. 'h
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 rightF, duties, responsibilities, or. liabilities- of the

Trustee, shall be made without its consent and. no Lamendment shall be

effective prior to the Trustee receiving reasonable-notice-thereof.
>

!

2.11 No Authority to conduct Business. The purpose of this Master Trust , is i

limited to the matters set forth in Section l'.03 above,,-specifically,

i

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.

/ '

'

i
/

'

i
/

'

/

/
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III. - |
1

THE COMMITTEE ;
!

a

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 - j

Company. No more than twoL(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
'

i

Committee. The names of the nominees shall be furnished to the CPUC'in- ,i

writing within ten-(10) days of their nomination. 'The Company shall j

;

furnish the CPUC with a resume of' their background and _ qualifications. i

!

The three (3) nominees who are not affiliated-with the company shall be !
i

!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, 4

directors, or otherwise agents of the Company and providing1 sufficient
|

additional information to determine the existence of'any conflict or

potential conflict of interest. The three-(3) nominees who are not i

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 responsibilitiesLas. Committee members.

Ownership of minor amounts of the company's stock and/or being a

customer of the Company, and/or having routine business relationshipse
.

1

s

such as providing normal banking services shall not be regarded as
8

creating such a conflict-or an agency relationship.

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

|- 19 -
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j-

Committee net. affiliated with the Company to permit:the Committee toi

obtain a quorum, the CPUC, a't' 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 employees, officers and/or-
i

directors of the Company. Should the CPUC' issue such an Order, it - d

L shall prescribe;in that order the limited period of time during which
1

=the Committee may be composed of more than two (2) members who are !

officers, employees and/or directors of the company, and.it shall
i

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- ,

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

!

c-- 3.02 Term. The term of each member shall be five-(b) 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
~

i

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
:t
'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 regttire 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

- 20 -
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!
s

to the jurisdiction of the CPUC. |shall be, subject J

i

)'
3.04 Duties of-comrnittee. 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 |
i

whatever contracts, agreements._ or other _ documents it deems necessary.'
~

to manage and invest such assets.- The Committee may retain the I

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 .i
!

any.such assistance the Committee may desire'to retain shall be

regarded as appropriate Master Trust administration expenses.- ,

j

3.05 Committee Reports. The Committee shall' evaluate the performance of_the i

Trustee and Investment Manager (s) annually and submit:a written report

to the CPUC. The report shall be confidential and submitted to the - 1

'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
i

justification therefor;

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

Committee meetings; and
i

.
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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
r

substitute trustees and investment managers _and submit _a report 1 thereon '

.;-

to the CPUC. 'The report shall be confidential and submitted to the .j

CPUC by the Company under the provisions of Section 583 of the Public
|

Utilities Code oriapplicable 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 attemptsLto 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
i-
|

.;

(c) A justification of the continued use of investment manager (s) on a '

retainer basis,'as opposed toithe 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. i

!
i

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

|-

| - 22 -
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director, or otherwise an agent of the Company shall'be entitled to. i

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 il =

fee and/or compensation arrangements with such nominee. The fee and/or-
i

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- .j
"

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.
~

:

i

reasonable expenses of the members of the Committee, including premiums
.

for liability insurance it applicable, shall t'e. regarded 'as approprlate.

Master Trust administration expenses.

;

3.07 Committee May 1,imit 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.

/.
|

/
,

/

/

/
1

e
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IV -

!'

TRUSTEES

4.01 -Designation and oualification of Successor Trustee (s). The Company by
3

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. t

l' provided to it by the Committee under the terms of this Agreement. .At-
i

any . time during-the. term of this Trust the Committee shall haveL 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 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

(e) commence a case under or=otherwise seekEto-take1filed against it:

advantage of any bankruptcy, reorganization, insolvency, readjustmenttof-
'

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

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.

- 24 -
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''Any Successor Trustee _ shall qualify by a duly acknowledged acceptance
'

of this Master Trust, delivered to the Company, the Committee and the j

I
CPUC. Upon acceptance of such appointment byfthe Successor Trustee, j

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. '|
1

r

If for any reason the Canmittee cannot or does not act in the event of
;

the resignation . or removal of ; the: Trustee, as provided above. - the
,

i

Trustee may apply' to the CPUC for the appointment of a Successor - !

!
Trustee. Any expenses incurred by the-Trustee in connection therewith

'

l
shall be deemed to be an expense oi administration ; payable - in-

,

accordance with Section 6.01 hereof.
4

I
- !

4.02 Resignation. The Trustee or.any Successor Trustee hereof:may resi'gn and- '

be relieved- as Trustee at any time without prior-applicati.a:to or i

approval,by or order of the CPUC or oIf 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. I

4.03 Compensation. The Trustee shall be entitled t'o compensation from the

Master Trust as follows:

- 25 -
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L Fee Schedule
'

"

~

Base Fee: $500 per. investment manager ,

.q

!

Transaction Charge: -$15 per transaction-
,

i..
,

'combined Asset Charge (applied to the. total of all assets held by.

the Trustee in the comoen.y's nuclear decommissioning- trusts): i
-i

i

I

20W per !!:000.on the first:$50 million

12W per $1,000 on the next $150 million

i

7W per $1,000 on'the next $100 million
'

-i
5W per $1.,0's0 on the excess 1

i

This fee schedule is effective for the first six-years from the date

assets are initially contributed to the company's-nuclear. i

decommissionitig Master Trust. 'Nothing herein=shall preclude: I

!

renegotiation of the foregoing fee schedule due to significantlyE

~

I

changed circumstances, provided, however.- that any change Lin .the ' fee i

I

schedule shall require the approval of the CPUC prior-to becoming *

effective.- }
:

'l

-

Whenever-the Trustee exercises its investment discretion as'provided in

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

as follows:

!
-|

- 26 -

>



_ _

Investment Managem#a!

Fee Schedule

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

placed under the Trustee's investment discretion):

$1.00 per $1,000 on tre first $50 million
'

' $0.80 per $1,000 on the next $150 million

80.70 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 |

J

approval of the CPUC prior to becoming effective.

|
L

4.04 Establish Fund Accounts. The Trustee sha!! maintain. separate Fund

Accounts for each Pund 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 rund, and disbursements from each Fund subject to the piovisions

of Section 2.04 above. >

,

;

4.05 becountr. The Trustee shall present financial statements'to the

r

Company.and the Committee on a quarterly basis (within forty-five (45)

dsys 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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statements shall show the financial conditione of the Master Trust.

including, without limitation, income and expentes 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 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

audited financial statements; provided, however, that nothing contained

herein shall be deemed to relieve the Trustee of any liability which

may be imposed porsuant to Section 4.07 hereof.

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

i

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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if any of the investments in the Trustee's opinione may constitute a

violation of the restrictions on investment of trust assets outlined in,

Section 7.02 hereof.

4.07 Liability. The Trustee shall be liable foi the acts, omissions or

defaults of its own officers and employees. The Trustee shall not be-

lirbic 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 f ailure or def ault of any bank or depositary, provided any such

bank or depositary was selected with reasonable care and its $hrformance

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 br 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 any losses, penalties or a?3essments 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 ar.d control of the Trustee as

provided in this Agreement.

c

4
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Pursuant to Section 6.08 of this Agreement, the Trustee is prohibited
f

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

1 Agreement. Upon receipt of a certificate of the Committoa giving

the Trustee notice of either (a) instructions of the committee to the

Trustee or (b) acts or transacticos 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

Agreement, regardless of whether notice thereof was provided by the

Committee.

|
1

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.
I

|
<

9
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! IRVESTMEWTS

,

5.01 Appointment of Investment Manaaer(s). The Committee may appoint one or
,

j more Investment Managers to direct the investment of all or part of the
,

I
'

Master Trust. The Committ6e shall also have the right to remove any 'i

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
| t

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.capat.cy provided under the=

.

Investment Manager Agreement, shall accept its appointment as such
I

'

' 'nvestment 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

i otherwise notified ': writing by the Committee or the Investment
1

Manager (s), as the case may be.
|

5.02 Direction by Investment Manaaer(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
,

- 31 -
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l

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 directly with quellfied 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 sucn 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
1

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
iprovided 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
4

|
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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 tihall 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

1

investments, nor for any other aspect of a portfolio for which an !-

I
Investment Manager (s) has been appointed. i

| |
;

'
,

I <

/ ;
I \ ,

( / 1

I !

| /
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VI !

l

TRUSTEE'S GENERAL, POWERS
,

a

The Trustee shall have, with :=cect to the Master Trust, the following |
.

*

powers, all of which powers are fiduc1*ry powers to be exercised in a

fiduciary capacity and in the best interests of this Master Trust and the
,

1

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: j

t'

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

9

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
r

Master Trust in the discharge of the Trustee's fiduciary obligations *

under this Agreement. [

l

f6.02 Extension of Ob11 cations and Neootiation of Claims. To renew or extend

the tLae 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 determine, and to adjust, settle, compromise,
,

,

and arbitrate claims or demands in favor of or against this Trust,

including claims for tsxes, upon such terms as the Trustee may deem. .

advisable, subject to tht procedures contained in Section 2.01.
' ;

.
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,

6.03' 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.

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

at any place in the United States.

6.05 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.

6.06 Delecation 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 2.08 and 2.09 hereof. 1

6.08 Discretion in Exercise of Powers. To do any and all other acts which )
|
|the Tru=*; 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 I
l '

'

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 connaittee,

/

/

/

/

/

/
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VII

TRUSTEE'S INVESTMENT PCWERS

|

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 aid as provided in Section 5.02 of this Agreement, and the

Trustee agrees to cooperate with.the Investment Manager (s) as deemed necesser:

to accomplish these tasks. Notwithstavding the foregoing, the Trustee shall

without the written authorization of the L9mmittee 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 fiduciary 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 1.|

its discretion, acting in such fiduciary capacity:

i
i

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

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.

i

7.02 Investment of rundt. 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
_

i

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:

- 37 -
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(2) cuaranteed investment contracts, high quality corporate bonds and

equity securities as established by written guidelines of the

Committee which shall be provided to the Trustee from time to

time, and other securities- guaranteed or secured by the U. S.

governmenti 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 i

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-

rection ~1.02 shall be construed as authorizing the Trustee to. carry on
iany business or to divide the gains therefrom.
)

1.
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'

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

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
l

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 j

fother obligations or ' any insta11erant of principal thereof or any

interest 'due thereon and to waive any defaults in the performance of |
!

the terms and conditions ther sof; 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- r

!

upon such terms and conditions as the Trustee may deem expedient to j,

accomplish the purposes of this Master Trust as set forth in

Section 1.03.
4

|

Notwithstanding anythirag 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
i

Section 7.02 herein. ~)

7.04 Disposition of Investments. When required to make any payments 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 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.
,

/

/
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VIII

MISCELLANEOUS

8.01 Headines. 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 .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 permissible in the particular context.

Unless otherwise specifically . stated, the word " person" shall be taken

to mean and include an individual . partnership, association, trust,

company, or corporation.

1

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
i

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 Agree 1ent, which are_to

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

'{
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Ratepayers and the General public.

|
| i
'

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

affected by such invalidity or unenforceability.

8.05 Form and Content of Congsunications. The names of any person authorized |

to act on behalf of the Coe.pany and/or the Committee shall be

| certified, with the specimen signat'ure of such person, to the Trustee )
I

by the company and the Committee. Until appropriate written evidence- 1

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, direction, certificate, resolution, or other communication

believed by it to be genuine and to be signed and/or certified by any ;

e

i 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.
|-
1:

8.06 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:

I

- 41 -
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1

i

I

I

If to the Company: |

!SOUTHERN CA1,IPORNIA EDISON COMPANY
|

P.O. Box 800
2244 Walnut Grove Avenue i

Rosemeno, California 91770

Attention: Nuclear Tacilities Decommissioning !

Trust Commit'ee |

l

If to the Trustee: ;

Harris Trust and Savings Bank i
'

111 West Monroe Street
P.O. Box 755
Chicago, Illinois '60690.

Attention: Southern California Edison Company
4

Nuclear Facilities Decommissioning '

Master' Trust (s) |

If to the CPUCI j

California Public utilities commission I

505 Van Ness Avenue. Roon 5025' )
San Francisco. Californ4a 94102

;

Attention: Executive Director
,

If to the CPUC Staff:

California Public Utilities 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. >

1

[

8.07' successors and Assions. 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,

t

. .

-f|
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personal representatives, executors and heirs.

8.08 Governino 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 i

'the State of California.

8.09 'Accountina Year. The Master Trust shall operate on an accounting year

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

|

8.10 Counterparts. -This Agreement may be executed in any number of'
|

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

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

8.11 Disbursement /Withirawal certificate. No provision of this Agreement *

4 t

shall.be construed or applied so as to require the preparation of a

Disbursement Cer:ificate or a Withdrawal Certificate to authorize the i

payment of compensation to the Trustee under Section 4.03 or of the

expenses of administration under Section 6.01..

/

I
,

l'
.

/

-/

|
.

1

. i

/

|
*
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8.12 Acoroval. 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.

/')11
.

Id; pIsslowcat.I In tu l C r

By ]
.. ] )

Title's" " " ' *

Attest: e --f ^ ~~7
Title: f ()'

SOU tW C LIFORNIA E COMPANY
.

.y 7ic 9..-4. .. ".Th-

_
A *" '"" 1 18 dy4c . v. 8. 8

''
Att st: "

Nn.2% $Y~ ' " * * * 3" Y..
, ,

HARRIS TRt)ST AND SAVINGS BAN

By D eO > /, '/ '#L -

T1tle: 'f .% e/liVyJ61

Attest: 'k V
#

Title: .; , ,, ,g . ((q ,, ,. d

|

1
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Exhibit A

i

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

1

Company Wuclear Facilities Wonqualified 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 I hereto;

,

(2) 'all such amounts due and owing to the Payees constitute.
Decommissioning costs; and

(3) sell 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 $ . from
the (SONGS Unit No. 1/ SONGS Unit No. 2/ SONGS Unit No. 3/ Palo Verde Unit. l

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__..

2

|

Executed this day of . 19 .
.

)
!

l
By .j

Authorized Representative i

1

By |
Authorized Representative

1

*

r 1
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Exhibit B

VJTHDRAVAL.. 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 2.01 of that certain Master i

Trust Agreement, dated . 1947, as folk.rst I

4

(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 l

connection with the decommissicning of (SONGS /Palo Verde) as I

evidenced by the Invoice Schedule with supporting exhibits attached
as Exhibit I hereto

(2) all such amounts have been paid by the company and constitute
Decommissioning Costsi and

(3) all conditions precedent to the making of this withdrawal and
,

disbursement and the payment by the company of '.he 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 t_o disburse such sum, once
withdrawn, directly to the Company in the following manner: (DESCRIBE:
CliECK, VIRE TRANSFER, ETC.) on or before . 19_.

I
Executed this day of . 19_.

'

SOUTHERN CAL.IFORNIA EDISON COMPANY

I
i

By |
Authorized Represortative

!
By !

Authorized Representative ,

| |

I

I
'
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Amandment No. 1 To The Monauallflad

CPUC Master Trust Aare===nt .

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:-

EA23 Amendment (Additions are italicized)
34 Shown as:

6.01 Payment of Ernennen of Administration. To pay
all ordinary and necessary expenses and_other
incidental costs including, but not limited to,
Ir4 vestment Manager (s) ' fees and Committee i

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 Enyment of Excenses 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 che company for taxes >

paid on entst 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 premiums as provided in Section 3.06,
incurred in connection with this Master Trust or
the Master Trust in the discharge of the ;

y Trustee's fiduciary obligations under this
Agreement.

3. This amendment shall be effective as of1 November 25, 1987',
the date the Non-tax Qualified Nuclear Decommissioning Trust

.was originally executed. !

:

i

'

-1-
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,

4. IN WITNESS WHENEOF, 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.

t

Dated: February b , 1989 *

CALIFORNIA PUBLIC UTILITIES COMMISSION ,

*
/

l! ,7 ) Y\ .

,'
,

By: | ') f AL ll . ''A ,

Vi'clo r' We'i s te r ,

Executive Director
i

i

SOUTHERN CALIFORNIA EDISON COMPANY
P

s .i.

'
By: ' .* -.-

i
I', John E. BrysonL Executive Vice President

i

./l

') -A
Attes t's /'

|Jennffer Moran
Corpbrate Secretary

/

HARRIS'TR ST AND SAVINGS BANK

By:- 0 1 A.O.WCd '

Katherine A. Yre" tag
Assistant Vice' President

/

Atttist: .MM -

Assistant Secretary
,

,

,

)
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ENCLOSURE 1.B.li.a

SOUTHERN CALIFORNIA EDISON COMPANY -
INVESTMENT MANAGEMENT AGREEMENT BETWEEN RCM CAPITAL MANAGEMENT

AND THE NUCLEAR FACILITIES DECOMISSIONING MASTER TRUST
ComITTEE FOR THE CPUC QUALIFIED MASTER TRUST

o

|

o

i

6

;

J
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,

INVESTMENT MANAGEMENT AGREEMENT ,

BETWEEN

RCM CAPITAL MANAGEMENT
.

AND
.

h

THE NUCLEAR FACILITIES DECOMMISSIONING

MASTER TRUST COMMITTEE

FOR THE

CPUC QUALIFIED !% STER TRUST
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INVESTMENT MANAGEMENT AGREEMENT

1. 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").

2. 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 regulations

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 f

Trust with Harris Trust and Savings Bank (" Trustee"),
,

in order to provide adequate monies for the Company's
<

e

-1-
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CPUC jurisdictional share of decommissioning costs4

associated with SONGS and palo Verde.

2.4 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. ,

2.5 The Committee desires to employ the Investment

Manager to manage > a portion of the CPUC Qualified

Master Trust.

3. AGREEMENT

In consideration of the promises and mutual covenants

| contained herein, the Committee and the Investment Manager -

hereby mutually covenant and agree as.follows: :

.

,

4. EMPLOYMENT

I

| 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 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.

-2-
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[

| |.

t i

!

4.3 The Investment Manager shall not under any

circumstances have custody or physical control of any
i
>

assets of the Investment Account, it being intended
i

that the Trustee, pursuant to the terms of the CPUC i

Qualified Master Trust, shall be responsible for the f
s

safekeeping thereof and for the physical consummation
of all transactions made pursuant to the directions

of the Investment Manager or otherwise. ;

i
i
!

5. THE COMMITTEE
.

i

In this Agreement certain powers (including, without'

limitation, the right' to give certain directions, notices, !

|
| instructions and consents) are reserved to the Commititee. ,

l
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.ori

persons, as the Committee may from' time to-time determine.'
i

The Committee shall give the Investment Manager written' _,

i

| notice of any such delegation, including ~ specimen

signatures of all persons authorired to exercise such i

. 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,

| . .

L

'

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.

!
-3- 'r
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6.- THE INVESTMENT ACCOUNT

The C'ommittee shall provide, or shall cause the Trustee to j

provide, ~ to the Investment Manager .,n i continuing basis ,

such information concerning security transations and - the j
status of the Investment Account as the Investment Manager*

may reasonably request. Payments f rom the CPUC- Qualified

Master. Trust which, are chargeable acainst the-Investment :

' Account, and allocations 'of assets to ' or' f rom the

Investment Account, . may~ be mude from time to time as

}rovided insthe 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

Investment Manager reasonable advance notice ' o'f.~ any cash

requirements, and the Investment Manager'shall--maintain in
'~

cash or cash equ. 'l?nts' suf ficient as' sets to meet such

cash requirements,

i
!7. MANAGEMENT'OF INVESTMENT ACCOUNT

7.1 The Investment Manager shall, subject to the ;

J

provisions of Section 7.4: hereof, 'have complete
|

discretion- in the investn.ent . and reinvestment' of the
l

l assets held in the Investment Account and shall

determine what securities or other property shall be
1

acquired, held or disposed of for the Investment - |
~

Account and, subject .to the 1 provisions of Section 6 . |

hereof, what portion of the assets - held in the

'

Investment Accounc shall be held in cash or cash

equivalents. 1

-4-
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7.2 The Investment Manager shall have authority as

provided in Section 5.02 of .the CPUC Qualified Master

Trust. agreement to directLthe Trustee with respect to.
~

the investment and' management of the assets-held ini I'

~

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 Agt-eement , the CPUC Qualified Master - Trust- .- |-

agreement, and applicabledlaw.

7.3' Unless _otherwise spe'cified :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 inL such markets
!

and .through such brokers or :' dealers ' as' in the-

Investment Manager's best judgment' _of f er ' the mosti j
q

f avorable price and : market for - the .. execution' of such-3 q

transactions. The Committee understands and agrees.
.|

that the Investment Manager may L ef f ect- securities j

transactions. which cause ' the Investment Account ito
'

-1

pay an amount of commission in excess of-the amount < 3

of commission another broker or dealer would ::have j'

u
^1charged, provided', however, that the Investment

< Manager determines in -good f aith that such amount of- '

, commission is reasonable. Brokerage fees or e

b' commissions. shall be evaluated in relation to the- q

value of brokerage and' research services provided -by

such broker or dealer, viewed in terms of'either the :

.

i
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specific' transaction. or 'the Investment - Manager's

overall responsibilities-for the Investment. Accounts-

fo_r 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 provision's of 'IRC = Section 468A.

Specifically, investments for the Ir; vestment Accoun't I

shall be-limited to:
a

(A)' public debt securities df the United States '

|
--(Oblig ations that are taken into consic.eration 4

for purposes of the public-debt limit); -

i
'

(B)' Obligations of a_ state or local government that-
-i

i

are not in default asato principal-_or-interest !

4

(Obligations of a State or._ local government-means-

the obligations of L a States or f-local . governmental 5~

unit the interest on which is exempt from-tax
,

under IRC Section 103(a));.and-
'

1

]
(C) Time or demand' deposit 4 n a beak (as . defined in-

'

IRC Section' 501). or an insur ad credit union ,

(within the meaning of ' Sec.tf on 101(6) of the

Federal Credit Union Act, 12 U.S.C. 1752(7)),

,.

I
-6- |
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|

l

1

I
1

located in the United States. The term " time or, 1

demand deposits" < includes checking . accounts,.

savings accounts, certificates of. deposit L or
,

other time or demand deposits. The-term does:not-
include 'conunon or collective trust funds, such as

a common trust! fundlas d'efined' 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 SectionE4951- as - made
Iapplicable: to the CPUC Qualified DMaster. Trust by IRC

Section 468A(e)(5) any regulations ' thereunder, and ' any

successor provision.- The. Committee. agrees to cooperate

with the Investment Manager in identifying and/or.

ascertaining any conduct,e act 'or. transaction which may
:

constitute "self-dealing"'under IRC Section 4951..
;

7.5 The' Investment Manager is hereby.. empowered - to. issue orders
ta

'for ' the: purchase or sale.'ofisecurities for-the-Investment

Account. directly to ' a. broker or'- dealer. . The Investment-

-

Manager shall give the Trustee prompt 1 writtercnotification-

of each such order unless the Trustee < settles such orders

through a securities- depository-Lusing an institutional

delivery system, in which case-the Trustee may deliver or )
' . receive securities 'in accordance with appropriate trade q

l

reports or statements given the' Trustee by,such depository 1.

without having received commdnications or instructions;

L
from the Investment Manager. In any event, the Investment;

. x.
-7-
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Manager shall instruct the . broker'. or dealer concerned to !

~

forward a' copy.of the . confirmation- of' the execution or .;

such order to E the Trustee and,--if the Committee so
o

requests, _to the Committee and other. interested parties._ - i

,

i

'8. STATUS. REPRESENTATION AND ACKNOWLEDGEMENTS OF INVESTMENT MANAGER ,3

8 . l~ The Investment _ Manager ' represents |and warrants that itlis'-

-(a) duly registered _as 7an investment adviser under the_
[, . .

-

~

.-

;,

Investment . Advisers ' Act of; 1940! or (b); a- bank, . as defined !-

;

.in that Act,.or-(c) an-? insurancu ' company qualified L to.- j,
,a

perform investment advisory services under the laws |of- '

more than.one state. The Investment Manager agrees' to- '';
t a

maintain such registration' or status . inl full f orce ''and:

effect. The Investment. Mana'ger agrees that' as.soonLas it'

L knows or has reason-to know that such registration or- a
+

b' status may terminate it shall- notify _ the. Committee 1 >

.

forthwith,

8.2 The Investment Manager acknowledges thatt it shall bela-

"fiduciiry" with respect to ' the ..cpUC Qualified . Master _-

,

Trust and that it shall discharge-itsiduties hereunderTat

all times with . the care, skill,~ prudence,, and' diligence s

under the. circumstances-then prevailing;-that;a prudentiman~-'

_

acting in a like capacity land f amiliar with such matters |
./' _

_

would use in the conduct of. an enterprise'1of a- like-- '

character and with like aims. The -Investment Manager. {

(i agrees to exercise its powers and.to discharge its duties.
I hereunder in accordance with the provisions of the CPUC

1-

l'
I: '

i

1: \

b
h t

li *
t, - . ., -8 :
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Qualified: Master Trustfagreement. The Investment Manager
, t

acknowledges that it :has' ' received copies of the CPUC-

'Qqalified Master TrustIagreement.- !

q

' 9. INFORMATION AND REPORTS

9.1. Within 45. days' .af ter- the' ;close = of : each calendar i<

quarter, the I n v e s t m e n t M a n a g e r -- s h a l l' -submit ~ a; v

written _ report to -the Committee detailing the actions I
taken by'the Investment. Manager under,this Agreement

during such calendar quarter- Such reports-si,all be.

~
L

furnished to -thei Committee containing. an: asset I

summary, the Investment-Account 1nvestments' cost and. j-

1

market values, before- and after-tax rate of return
i

measurements computed on '.altime-weighted basis,c along

with other selected measures and characteristics 'as
'

may be requested. by ' the Committee. Available

twelve-month ' and' market'; cycle period results shalli d
.I

,

also be provided.,
o

9.2 The Trustee in performing''its duties- under

' a s't e r L T r u s tSection 4.05 of the CPUC Qualified M

agreement may from- time to time- request the I

Investment Manager .to. furnish the Trustee with- 1

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- m
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LInvestment Manager shall. provide such reports as-the

Trustee reasonably requests.

9. 3' Th_e Investment- Manager shall | keep accurate 'and

detailed records ? and accounts -of: all investments of ;
o

the' Investment Account; and of: all' receipts,

idisbursements and- other transactions hereunder '

affecting;the Investment Account.' All such records - !

und accounts and all documents relating thereto shall ;

be open at' all reasonable' times and'under reasonable-

i

conditions to inspection- and': audit 'by _ any personf or 4

- persons designated ~by.the Committee.
'

9.4 The Committee and 'the Investment' Manager agree to
,

provide t'o each other such 'information as- the ;

!

Investment Manager, or theLCommittee, as the case may I

be, may reasonably request"to enable it to carry out i

its duties, obligations -and responsibilities under
;

this Agreement, the CPUC Qualified Master Trust j
agreement and applicable 11aw. The Investment' Manager

-i

agrees to notify the Committee,promptly in writing of
_

(i) the commencement of f any proceeding, suit -or. - j
.

. i

action,' whether . civil or c riminal', or -the
'

commencement by any ' state' or federal ' administrative

authority of any ' investigation or other 1

administrative proceeding,J-if-such proceeding, suit,

action-or investigation arises out of the conduct by d

'

the Investment Manager 'or its- principals,- or
'

employees, or arises out of a . violation- or alleged-

.

-

-10-
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-;
J

violation by any such person' of any state or federal '

securities law, _ rule. or regulation', and '(ii) the j
co,mmencement of~any other proceeding, suit or action, , '

t

whether civil or. criminal, against ' the Investment #

lManager or any of its principals, affiliates or-
?

employees if an . unf avorable < determination in such'

'

.i

proceeding, suit or action 1 against' any.~ such - person-

would have' a -material- adverse effect on : the;

Investment Manager's financial position or stability. -)
i

or otherwise interfere with = performance 'of 'its duties
i

hereunder.- m,

9.5 .All information and advice 3 furnished to- or obtained,

by the Committee, the' Investment Manager, the Trustee

or the CpOC under or in ' connection with ' this i

Agreement shall. be treated- as confidential and shall'

not be disclosed to. third parties except as required -
i

by law.-

9.6 As provided in the CpUC -Qualified Naster' Trust-

agreement, the- Committee shal'1 evaluate the, i
~

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 ,

1provided in the CPUC ' Qualified . Master . Trust >

agreement, the Committee shall evaluate. potential
;

| substitute investment managers at least once every-

I.

;

-11-
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:.-

three years and shall submit.a report to the: CPUC..
3

The report . may' be' combined. with 1 the annual report '

,- .

de_ scribed above and 'shall :be subject to. the same

confidentiality provisions.. I
.

:
i

The' following . f actors! may; necessitate a formal:.

i,

reconsideration - of the' retention' of ~ the ' Investment '

-

Manager' or. the allocation Jof funds . t'o- 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 subs t anti've D chan'ge , as. defined by ~ t e:-

- i
Committee', in "the! management. of' the

:

Investment . Manager,y including a1significant

change of professional staff, .a' change in

ownershi~p-, of .the Investment Manager's -firm,

or other:sigdificantLorganizationalichanges;-
!

or i

;

(C) Any . violation of permitted investment:

strategies as- defined: by IRC

: Sections!501(c)(21)(B)(ii)_ and

4 68A(e)'(4)'(C), or- _this' Agreement.

.

.~12- [
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10.. LIABILITY

10.1 ~The Investment Manager shall be: liable) for any acts,

om_issions or def aults - of its own of ficers and ~ agents;

provided, however,: that the Investment Manager?sha111 'r
i

not be liable for.the acts, omissions'or defaultsLof |
-i

an agent; acting in its capacity as a. broker / dealer - y

provided that such agenti (1) is a wicicly recognized #
-

bank or broker / dealer _ thati commonly engages, in
;

-similar investment U transactions with institutional .
-inves to rs , .. a nd (2)Lwas selected 1 with drea'sonanle ' care

and the. performance ' and ~ status ;of. the agen't J is --

monitored with reasonabitE care- throughout the

duration of .the agency ..elationship. This J Section|

10'1 shall not; apply-~to'any--liabilities imposed under

the IRC. '
.

10.2 The Investment Manager shallibs liable ~ f o r' :any.i tar

imposed pursuant to IRC Section 4 9 51. |(or. any'
"

applicable successory provision) with_ respect only to .|

investment - transactions autihorized .by the. -Investment

Manager for the CPUC Qualified Master Trust provided,
~

however, that in' determining the _ applicabilitiy of - |
|Section.4951, the. Investment: Manager 1may rely-on a j

listi provided ~ and maintained ,by the Committee of !

" disqualified Lpersons" as defined -in Section-
,

4951(e)(4),of the IRC.

10.3 Except as provided in - Sections L10.1,110.2, 10.4, and |

10.5, the Investment -Manager shall. not be = responsible | j
| :

1
i

I
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I

f or, _ - and shall be i held harmless ~ f rom, ,any and~ all

liability to the_ Company, the Committee, or-the CPUC

Qu,alified Master. Trust, : including, but not limited
to, any and all liability. resulting from

_ disqualification of the CPUC QualifiedL Master Trust-

by the Internal ~ Revenue 1 Service or taxes imposed on;

: the CPUC4 Qualified ' Macter Trust,' the L Committee, ori
~

t h e' C o m p a n y'.

10.4 In ' the event the : Investment Manager' . authorizes

. purchase'of a security _ for n the CPUC Qualified Master -

Trust which, on theedate._ the~. security was purchasedi

violates the-investment' restrictions. set forth-in IRC

Sections-501:(c)(21)(B)(ii) and 4 68 A'_- (e) (4 ) (c) , the-
~

Investment Manager will: purchase the sec'trity. .f rom

the CPUC Qualified. Master -Trust at'its coat-to the
trust and will replace it' with a qualifying security =
of equal value. Theicost of..the replacement 1 security

will be determined by the applicable -prevailing

yields or prices on.the date-;the restricted security'
was purchased. Should a security cr securities

subsequently become restricted, at the time this.is L
-

ascertained, the ~ Investment Manager will sell .the

security or securities' and use the proceeds to- y

purchase qualifying securities.

In the event the ' Investment Manager authorizes

purchase of a security for the CPUC Qualified Master
n

1

-14-
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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 - tax. I

However, the Investment Manager, shall not~beJliable- -i

for, and shall' be heldL harmless f rom, any- tax imposed- ,

on the TrusteeLpursuant: to IRC Section 4952(a)(2), ' orc

any other tax- resulting f romi the nonqualifying '

transaction.

i
!

Should the -Interna 1r Revenue Service ' disqualify, the-

CPUC Qualified Master Trust and the = Committee
,

determines: to defend its qualified status, the '

Investment Manager.shall. cooperate with the Committee Ej

and the Company' in every reasonable manner, . including-

iproviding its investment'and~ trading; professionals as- 1

expert witnesses at no cost to the ' Committee,- the

CPUC Qualified-Master: Trust or the; Company.
'

'

,

t

The Committee;shall promptly notify -the Investment- -

' '
Manager upon its discovery of any security purchased 1

iby the In. vestment Manager ' for the CpUC Qualified-
<

-

4

'

Master Trust which, in the opinion of the Committee

or the Trustee, may not meet _ the investment |L
restrictions set- forth in IRC

Sections 501(c)(21)(B)(ii) and 468 A(e)(4)(c).
, ,

-15- '
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1
10.5 Should thet Investment . Manager, knowingly and-

willfully, with scienter' violate'the restrictions on.

th,e investment of' ' trus t assets set forth' in . -IRC -

Sections 501 (c)(21)(B)(ii): and1468 : A -(e)(4)(c) with
respect to the CPUC - Qualif ied .: Master Trust' the

Investment Manager. shall 1e liable .for any ,

consequences flowing from suc.t.. violation (s).; 1

-i
11. COMPENSATION i

'

!
The - Investment Manager's fee . rates. are set forth ' on ',

.

;

Appendix B which is ' attached hereto and by this reference ^ -- ic

made a part hereof. .
,!

'

. i,
-

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 f.be' ef f ective until !

approved by the;Cp0C.

12.2 Except as noted'below, this Agreementishall continue'

in force until terminationEby the Cor.nittee - or the

Investment Manager -upon 30 days -prior' written notice.

to the other party. Fees paid in -~advancel will be

prorated to the date of terminationland any unearned
portion thereof will be refunded. If at any time:the

.

representation contained in the first- sentence of
;

iSection 8.1 hereof ceases.to be true, this Agreement

-16-
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shall terminate immediately and the. Investment

the Committee : and the -shall cooperate withManager
booksany of the assets,Trustee in the delivery of

-

to the CPUC Qualified Master =
~

or records' pertaining
or control,.

Trust'which are then in the possession,;
L

of the Investment Manager.

13. MISCELLANEOUS

13.1 No assignment of this. Agreement or any rights'or i

f
-

bv made : by the : Investment
duties hereunder shall
Manager without the written cansent- of the- |

As used" herein,- the term , " assignment" lCommittee.
shall' have the meaning given in .the Investment

|

Advisers Act of 1940 and the rules, and regulationst i

i

adopted thereunder.
' the

Investment :-Manager shall .promptly . notify13.2 The
.

Committee in writing of _any- significant; change'in the.
|

including a:
management of the Investment Manager,,

*

change in professional staff, ownership, or.other: .. ;

significant organizational changes.
direction, report;or-other communication

13.3 Any notice,
~ or the

to the Committee, the' Investment Manager i
!

Trustee shall be addressed as follows:
'

I

i

(a)- 'To the Committee: ,

Southe3n California Edison-Company 1,_ Room 233 9

2244~Ntinut Grove Avenue, G.O. ,

Rosemead, CA 91770 <
r

*

.

-17-



Attention: _Ouclear Facilities Decommissioning-
F. mter Trust Committee-

(b) To the Investment' Manager:,

RCM Capital. Management'
_Four Embarcadero Center,z Suite:2900..

San Francisco, CA- 94111-

Attn: Southern : California < Edisoni Company-
1
i

Nuclear Facilities
Trust (s) Decommissioning. ; Mas ter;

i

(c) To the Trustee: .

Harris Trust and Savings Bank"
.111 West Monroe Street-
P.O..E^x 755
Chicago, IL 60690-

Attn:
- Southern California: . Edison = Company

~

Nuclear -- Facilities ~ Decommissioning Master-Trust (s)
I13.4

In the event that the CPUC' Qualified SMaster Trust

agreement is amended afterz the-- execution - of this :
iAgreement,

the Committee shall? urnishJthe-Investmentf

Manager with a copy of such amendment promptly!after .
-j

. i

such amendment is-adopted.
13.5 This-' Agreement

and its performance shall be governed 1
. i-

by and construed-in'.accordance with the laws-of the-
State of California as if ' this Agreement were

q

executed in and were to' be wholly performed within
the State.of California.- 'In case 'any provisionEof
this Agreement'shall be' held'to be' illegal or invalid-

:

for- any ' reason, such illegality or invalidity shall
not affeet the remaining provisions of the Agreement- 1

but shall be fully severable,- and ' the Agreement shall;

-18- i
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.

b e -' c e n s t r u e d and enforced: as if such illegal or- :

invalid provisions'had--not been included herein. >

' 13.6 Tile titles to sections of'this-Agreement.are intended
-

solely as a convenience and shall. notL be used .as an- l
~

aid in construction of.any of the provisions' hereof.'

13.7 This ' /Ag reement may.. be ' executed :in three- (3) !

counterparts, and any- 'such counterpart shall . . be - ;

deemed an- original; if- it has , been- signed and
|1

delivered by the. parties' hereto. )
13'8 This Agreement,shal] .be i ef fective when approved: by. ].

the'CPUC'and signed-by all' parties.

-t

,

i

'i

i

.

1

I

l'
l

!.

| >

|

|

.
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LIn recognition of- their acceptance of|the terms-and-
!

conditions of this Agreement, .the Committee and'the Investment
i

Manager hereby execute this - Agreement by their duly authorized
4representatives, a s o f t he M ''- d ay - o f IAvo <', 1988. . !,

./
i
!

|

1APPROVED B : NUCLEAR FACILITIES- !PUBLIC UTIL TI Ei COMMISSION DECOMMISSIONING MASTER . TRUST ~ i

// / CALIFORNIA'. EDISON COMPANY _ ,

COMMITTEE FOR THE_ SOUTHERN-
4

By: /' ). 4/ ) NUCLEAR ' FACILITIES ' QUALIFIED 5 .hEnddutiv'e D'irector CPUC DECOMMISSIONING ; MASTER
TRUST- AGREEMENT, DATED I

NOVEMBER 25,- 1987
Date:

By:1 D -

Autht,r M Representati e

APPROVED AS TO FORM: 1

*
- --

| _ '

19 II gy; hAtterm t, 4,

' ' ' ''

|Authorized' Representative *

:

,) 1

'RCM CAPITAL-MANAGEMENT
_

,

By: M L \ k l. i,

Title: %
By: , ///4r /,

'

Title: [_
-

,

I

<
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1

SOUTHERN CALIFORNIA EDISON CONPANY -
INVESTMENT'MANAGENENT AGREENENT BETWEEN RCN CAPITAL-MANAGENENTx

AND THE-NUCLEAR FACILITIES Deco m ISSIONING MASTER TRUST- .;
COMMITTEE FOR THE CPUC NON-QUALIFIED MASTER TRUST
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INVESTMENT MANAGEMENT-AGREEMENT.:
i
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RCM CAPITAL MANAGEMENT ;

i

. AND '- 'i
t

THE NUCLEAR FACILITIES DECOMMISSIONING-

MASTER' TRUST COMMITTEE'
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INVESTMENT MANAGEMENT AGREEMENT'

l.- 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

Non-Qualified CPUC Decommissioning ~ Master' Trust Agreement, i

dated November 25, 1987 ("CPUC Non-Qualified' Master: Trust") .

!

2. RECITALS

2.1 Southern California Edison Company-(" Company") is a

public utility subject; to regulation- by the

iCalifornia Public Utilities Commission ("CPUC")._
2.2 The CPUC has permitted the Company'to include in itsi -i

cost of service for ratemaking p u r p'o s e s c e r t a i n

amounts to be contributed by the - Company 'to - i

decommissioning funds which are not~ tax qualified'

under Section 468A-of the - Internal- Revenue Code of

1986 ("IRC") (all- ref erences to'. the - IRC - shall include

any amendments - thereto, any regulations . thereunder-

and any applicable' successor provisions) in order to

provide adequate monies for the Company's share' of . ,

decommi.ssioning costs with respect to the San Onof re

Nuclear Generating : Station (" SONGS") and the Palo

Verde Nuclear Generating Station ("Palo Verde"). q

.
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'
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'

2.3; The Company h'as-- established the CPUC Non-Qualified '

,

|L, Master Trust with Harris Trust and Savings , Bank-
f

'

(" Trustee"), in ' order to provide' adequate monies for-
'

the Company's CPUC Jjurisdictional- share of.

, ' ' , decommissioning < costs associated with SONGS .and Palo-
t. '
u

| Verde. |
'

n
'

2.4 The Committee . has been= created -to ! direct and-manage
:

all assets of'the CPUC.Non-Qualified Master? Trust and

to perform all dutiesi attendant? th'ereto,', including !

,

the - appointment' _of inves tment- managers and the- *

execution of. whatever contrLets, agreements, -or4 other

documents it deems necessary to manage and -invest

such assets.

2.5 The Committee Ldesires to employ ' the ' Investment

Manager to 1 manage a portion' of - the CPUC Non-Qualified

Master Trust.

3. AGREEMENT
a

In consideration. of the promises and mutual covenants

contained-herein, the Committee and'the Investment Manager I

hereby_ mutually covenant and agree as.follows: :!

<

v

4. 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
,

' I

.
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hereto and made a part hereof, and such other-assets-o

'

as the Committee may, from time to. time, designste in?
O
1writing-

. - |

4.2 By execution of this Agreement- the Investment Manager- _!

accepts the - appointment as investment manager and:
y

,

agrees to ' supervise and direct the investments of the'. l
y

Investment . Account in= accordance with - Section- 7.4 _j
i

hereof.

4.3- The . Investment Manager shall not 'und e r. any
9 ,

circumstances L have -custody or physical control of' anyL 1

assetsnof'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- -

>

to the !consummation of all transactions made pursuant n

directions of the Investment Manager or'otherwise.,
~

\

5. 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 shal'1 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 the Investment Manager written

'
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. notice of any such delegation,. including specimen

signatures of all persons authorized to : exercise such -
.

powers o.r to sign any documents on behalf of the- Committee,

and. the -Investment Manager - shall be? entitled to-rely on

' such written notice of any s u c h ? d e l e g a t i o n~, 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
1

rely on such written L notice =' of d e l e g a t i o n , u n t i l' given i

written _ notice of any revocation-df any such. delegation.

.

6. THE INVESTMENT ACCOUNT j

The Committee shall provide, orishall.cause the Trustee to
~

-

,

provide, to the Investment' Manager 'o'n 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 i

~

Non-Qualified Master Trust which are chargeable against- the -!

Investment Account, and allocations of ' assets to or f rom-
-

the Investment Account, may be made f rom time to time as-

provided in the CPUC Non-Qualified' Master Trust agreement. *

The Committee shall promptly notify, 'or shall cause the.-

Trustee promptly to notify, the Investment Manager _ofnany.
:

such payment or allocation. The Committee shall give the
,

Ins estment Manager reasonable advance' notice of any, cash '

requirements, and the Inv_estment Manager -hall maintain in
.

I

cash or cash equivalents sufficient assets to meeti such
,

cash requirerents.a

I

-4-



. __ . ._ __ .. y

4
-

:q,

7.. MANAGEMENT OF INVESTMENT ACCOUNT

7.1 The Investment Manager' shall, subject f to the. l
. . 1

provisions ~ of Section 7.4 hereof, have . complete !
;

-discretion in the investment and reinvestment'ofIthe-- f

assets held in' the Investment ' Account; andy shall
|

determine what securities'or other property'shall-bei I

acquired, held i or disposed ' of for Lthe1 Investment

Account and, subject- to the provisions of. Section 6

!n theihereof, what portion of the Eassets held

Investment - Account ' ahall be held in cash _or cash-.
equivalents.

7.2 The Investment Manager shall have = authority as i

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 lits power and ' carry

out its - duties. hereunder at all times in a manner-

which conforms to the terms of this Agreement, the

CPUC. Non-Quall'fied Master Trust agreement, and'

applicable law.

7.3 Unless otherwise st3cified in writing to the-

Investment Manager by the~-Committee, all orders for

the purchase and sale of securities for the

Investment . Account 'shallL be placed - in such ' markets

and through such brokers or dealers as in the-

,

-5- 1
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Investment Manager.'s - best' judgment' of fer' the most-

f avorable price. and market ' for the execution of such,

transactions. The Committee understands and agrees i
'

that the Investment | Manager may. ef fect securities
4

transactions ;which cause the Investment - Account ' to |
!

payJ.an>6 mount 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-
1

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 Manager exercises investment

discretion. The Committee also understands that the _;
;

'Ireceipt and use of such services will not reduce the

Investment Manager's customary and normal research

activities.

7.4 Investments for the Investment ' Account shall be i

limited to:
,

(A) public debt securities of the' United States--

(Obligations that' are taken= into consideration |

for purposes of the public debt limit); !

o

- ,
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(B) Obligations of ~a t 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 _ f rota tax

under IRC Section 103(a));-

(C) Time or demand deposits in a bank (as! defined:in
i

IRC Section 581) or an insured credit lunion
(within the meaning of Section 101(6) of - the

Federal Credit Union Act, 12 U. S .C. 17 5 2 (7) ) ,;

located in the United States. The7te'rm " 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-trustifunds,.,such:as

a common trust fund as defined in-IRC Section,584;~

,

(D) Guaranteed investment contracts, .high'-quality- .

~

-

!

corporate ' bonds and equity securities- as- 1

established by written . guidelines of- the-

Committee; which - shall be- provided to: the ;

Investment Manager f rom _ time' to time by the-

Committee, and other securities guaranteed :. or

ecured by' the -U.S. g'overnment;- provided ' however,
'

that investments in 'high quality 'etd'V ;

securities shall not exceed 60 percent la the

CPUC Non-Qualified Master Trust's f air market
value;

l-7-
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'

,e
,

.

(E) Such-other investments authorized by the'CPUC:as- ,

the~ Committee so notifies the Investment:-Manager; :-

'or
.

.

4

(F) An investment fund whose- ~ underlying assetA

Iinclude the investments permitted in-(A), (D),"

(C)., . (D) _. and (E) above..- {

t

7.6 The Investment _- Manager - is hereby empowered.' to issue orders-
'

,,.

for the purchase or sale of securities for the' Investment

Account directly to aibroker or dealer. .The-Investment
,

Manager shall give the Trustee prompt' written notification
i

of each such : order unless~' the Trustee settles Esuch orders
~

,

#

through a securities depository using| an institutional.

delivery system, in which case' the Trustee ma'y deliver.or
>

receive securities in - accordance 'with s appropriate . trade . ;j
'

reports or statements .given the Trustee by1such. depository 'l

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.
!

q

8. STATUS. REPRESENTATION AND ACKNOWLEDGEMENTS OF INVESTMENT' MANAGER

8.1 The Investment . Manager represents and warrants - that it is

(a) duly registered as an investment advise.r under the

I

-8- i
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!

f
.

;

(

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 reason to know 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 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 then 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 >

Icharacter 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 ackntwledges that it has received copies of the

|

CPUC Non-Qualified Master Trust agreement.
>

9. INFORM 37JON AND REPORTS ;

9.1 Within 45 days after the close of each calendar "

quarter, the Investment Manager shall submit a
i

[

'

-9-
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t

i-

!written report to the Committee detailing the actions
;

taken by the Investment Manager under this Agreement
during such calendar quarter. Such reports shal.1 be !

!furnished to the Committee containing an asset
i

summary, the Investment Account investmeats' cost and

market values, before and' af ter-tax rate of return i

,

measurements computed on a time-weighted basis, along '

with other selected measures and- characteristics as
!

'

<

may be requested by the Committee. Available
itwelve-month and market cycle period results shall
|

also be provided.
9.2 The Trustee in performing its duties ,nder

.

,

Section 4.05,of the Cp0C Non-Qualified Master Trust
i
tagreement may from time to time request the

Investment Manager to furnish the Trustee with
,

ireports of the valuation of particular assets held. in
the Investment Account and copies or hun maries' of any

.

reports of the Investment K3 nager cor ta-ining
i

reasonably current informition .as to the taluation or e

|
factors affecting the v.aluation of such assets. The

Investment Manager shaAl provide such reports.as the
Trustee reasonably requests.

9.3 The Investment Managet shall keep accurate and

detailed records and accounts of all investments of
the Investment Account and of all. recelpts,

i

disbursements and other transactions hereunder.
,

e

affecting the Investment Account. All such records- !

+

-10- I
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!

:

i

and accounts and all documents re ing 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
i

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
I

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 c: vil' 'or criminal, or the ;

commencement by any state or federal Lar ministrative

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 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 regulation, and (ii) the

commencement of any other proceeding, suit or; action,

whether civil or criminal, against the Investment
1

Manager or any of its principals, af filiates . or :

employees if an unfavorable determination in such !

proceeding, suit or action against any sucn . person

!.
.

s

-11- i
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,

would have a material ' adverse effect on the

Investment Manager's financial position or stability

or otherwise interfere with performance of its duties i
!

hereunder. '

.

9.5 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 I

Agreement shr,11 be treated as confidential and shall )
'

not be disclosed to third parties except as required
I

by law.
;

i

9.6 As provided f.n 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 q

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 Non-Qualified Master Trust
agreement, the Committee shall evaluate potential i

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 f act' ors may necessitate a formal
,

reconsideration of the retention of the Investment. i

.

-12- ,
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,

II

.

Manager or the allocation of funds to the Investment.

Manager at any time:
i

(A) A change in investment philosophy and/or |

style of the Investment Manager as discerned
1

by the Committee; ;

i

(B) A ' substantive change, as defined - by the

Committee, in the management of the j
|

Investment Manager, including a significent

change of professional staff, a change in

ownership of the Investment Manager's firm,

or other significant organizational changes;

I
or ,j

,

|
! ;

(C) Any violation of permitted investment I

strategies as set forth in Section 7.4 of

I

this Agreement.

i

10. LI ABILITI

10.1 The Investment Manager shall be liable for any acts,.

omissions or def aults of its own of ficers and agents; |

provided,ihowever, that the Investment Manager shall
not be liable for the acts, omissions or defaults of j

,
;!

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- !
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I.

t

similar investment transactions with institutional-
i

|
Investors, and (2) was: selected with reasonable care ;

'and the performance and status of the agent is
i

monitored with reasonable care throughout- the :
.

;

duration of the agency relationship.
'

.

10.2 Except as provided in Sections 10.1, 10.3 and 10.4,
the Investment Manager shall n'ot be responsible for,

and shall be held harmless from, any and all

liability to the Company, the Committee, or the CPUC

Non-Qualified Meater Trust.

10.3 In the event the Investment Manager authorizes

purchase of a security for the Cp0C 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 CpDC Non-Qualified Master Trust at its cost to
,

,

the trust and will replace. it with an acceptable

security of equal value.- Tha cost'of the replacement

| security will .be - determined by she 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.

.

-14-
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|
The Committee shall promptly notify the Investment j

Manager upon its discovery of any security purchased

Iby the' Investment Manager for the CpOC Non-Qualified

Master Trust which, in the opinion of the Committee

or the Trustee, may not meet t:he investment

testrictions set forth in Section 7.4 of this
!

Agreement. l
1

10.4 .Should the Investment Manager, knowingly and

willfully, with scienter violate the restrictions on
t

the investment of trust assets set forth in

Section 7.4 of this Agreement the Investment Manager

shall be liable for any consequences flowing from,

;

such violation (s). i

:

!

!

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. !

.

i

12. AMENDMENT AND TERMINATION

12.1 This Agreement may be arinded by written agreement of

the Committee and the Investment Manager. Any

amendments, however,-shall not' be ef fective until
-

;

approved by the CpUC.
7

12.2 Except as noted below, this Agreement-shall continue -

'

in force' until termination by the Committee or.the i
,

p

i

*

-15- .|
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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 i

,

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 Non-Qualified
Master Trust which are then in the poasession, or
control, of the Investment Manager.

13. MISCELLANEOUS
1

13.1 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 Inve s tment .. '

Advisers Act of 1940 and the rules and regulations
adopted thereunder.

13.2 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.

.4

significant organizational changes.
13.3 Any '40tice, direction, report or other''commt nication

to the Committee, the Investment Manager or the

Trustee shall be addressed as follows:
I

-16- '
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.

(a) To the Committee: ;

.

Southern California Edison Company ,

2244 Walnut Grove Avenue, G.O. 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 Trustee:

Harris Trust and Savings Bank. *

111 West Monroe Street
P.O. Box 755 .

Chicago, IL 60690

Attn: Southern California Ed:. son Company i

Nuclear' Facilities Decommissioning Master
Trust (s)

13.4 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 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
i

the State of C:lifornia. In case any provision of

.

p
,

-17-
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.

!
d

.

t

this Agreement shall be held to be illegal or invalid ;

such illegality or invalidity shallfor any reason,
,

not. af f ect 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..

13.6 The titles to sections of this Agreement are intended
i

solely as a convenience and shall not be used as an !

aid in construction of any of the provisions hereof.

13.7 This Agreemeri. may be, executed in..three (3)'

i

counterparts, and any such, counterpart shall be
<

deemed an original iE it has been signed and

delivered by the parties hereto.. ;'

13.8 This Agreement shall be ef fective when . approved by

the CPUC and signed by all parties.

.

f

.

i

|

.

-18--
_ _ _ _ _ _ __ _. _ _ _ _ _ _ _ _-_



.- .- .. . . .- . .-. - .- - - -. ._ -

u"
*

*
. ,

<

\
'

the terms andIn recognition of their acceptance of
the Committea and the Investmentconditions of this Agreement,

d
Manager hereby execute this Agreement by their duly authorize

j

,

of theadday of buuv _, 1988. .!
Irepresentatives, a*3 o'

,

'
NUCLEAR FACILITIES

APPROVED BY: DECOMMISSIONING MASTER TRUST
CALIFORNIA PUBy C UTILITIES COMMITTEE FOR THE SOUTHERN

-

9
t

CALIFORNIA EDISON COMPANYCOMMISFtN -'/ NUCLEAR FACILITIES NON-QUALIFIED ]

i
l

/
CPUC DECOMMISSIONING MASTER

,

j / I
i

TRUST %GREEMENT, DATEDBy:
Exedbtive Directbr# NOVEMBER 25, 1987

>

h , ~_ ,~4 DAN
_

v

Date:
_

s
,By:-er ^Authofive'd Representative \

.i

FAppRov6L
f ouRY .

vm P! / .

--
-

( h ytd _ '

,

j By: Authorized e gresuntative

3
'

RCM CAPITAL MANAGEMENT i

_ A d l w \. L N ._

,

By:
Title: %qJ ,

.'# M'.
' i

By: /- '

Tit e:
,

,

i

*

.

|

I
~1

-19-
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;

;

|
,

ENCLOSURE 1.B.li.c. !

|

-SOUTHERN CALIFORNIA EDISON COMP /NY -
:

INVESTMENT MANAGEMENT AGREEMENT BETWEEN STh' FILED INCOME MANAGEMENT '

AND THE NUCLEAR FACILITIES DECOMISSIGN!!E MASTER TRUST
COMITTEE FOR THE CPUC QUALIFIED MASTER TRUST

,

1

h
I

l

,

!,

.

!

,

,$

:

- 1

)
,

1

l
|

|
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,

INVESTMENT MANAGEMENT AGREEMENT t

:

BETWEEN

STW FIXED INCOME MANAGEMENT
,

AND

THE' NUCLEAR FACILITIES DECOMMISSIONING I

MASTER TRUST COMMITTEE

FOR THE

CPUC QUALIFIED MASTER TRUST -

I
:

i

(

l

i

k

1

| .y
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INVESTMENT MANAGEMENT AGREEMENT v

,

b

1. PARTIES ;

The Parties to this INVESTMENT MANAGEMl'NT AGREEMENT !

( " Ag reeme nt"'i 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"). <

i

2. RECITAL 1

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 ,

Iany amendments thereto, any regulations, thereunder and

any applicable successor provisions)Lcertain Federal

income tax benefits are available to the Company by
.

creating and funding qualified decommissioning funds 1

associated with the San Onofre Nuclear Generating

Station (" SONGS").and the Palo Verde Nuclear Generating -

Station ("Palo Verde").
2.3 Tha 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

.

-1-
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i

i
i

:

CPUC jurisdictional share of decommissioning costs f
L . !

'
associated with SONGS and palo Verde..

2.4 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.
*

:

2.5 The Committee desires'to employ the Investment
,

Manager to manage a portion of the Cp0C Qualified'

'

|
Master Trust.g

,

3. AGREEME!'T ' ,

In consideration of the promises and mupual covenants ,

contained herein, the 1ommittee'and the Investment Manager-

hereby mutually covenant and agree as follows:

|
4. EMPLOYMENT

4.1 The Committee hereby employs the Investment Manager

|
to manage the CpDC Qualified Master Trust assets

(" Investment Account") shown on Appendix.A, attached

hereto and made a part hereof, and such other assets

as the Committet may, from-time to time, designate in f
'

L
writing.

4.2 By execution of this Agreement the Investment' Manager

accepts the appoint'mant as invest'' ant n onager andi
,

agrees to supervise ar.d direct the investments of; the

Investment Account in a:cordance with Section 7.4
'

hereof.

-2-
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i

!

,

.

The Investment Manager shall not under any !.4.3
circumstances have custody or physical control of any ,

it being intendedassets of the Investment Account, ,

,

that the Trustee, pursuant to the terms of the CpUC :

shall be responsible for theQualified Master Trust,
safekeeping thereof and for the physical consummation

of all transactions made pursuant to the directions

of the Investment Manager or otherwise.
,

,

5. 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 delehate the right to

and anyexercise such powers, or any one or more_of them,

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
-

i

notice of any such delegation, including specimen

signatures of all persons authorized to exetcise such
|

I

powers or to sign any documents on behalf of the Committee,

and the Investment Manager shall be entitled to rely on
includingsuch written notice of any such delegation,

specimen signatures of all persons authorized to exercise
,

powers or to sign any documents on behalf of thesuck.

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.

6

. - . .__ , _
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,

i

!

6. THE INVESTMENT ACCOUNI *

The Committee shall provide, or shall cause the Trustee to [,

'

provide, to the Investment Manager on a continuing basis
i

such information concerning security transactions and the f
i

status of the Investment Account as the Investment Manager j

i
may reasonably request. Payments from the CPUC Qualified *

Master Trust which are chargeable against the Invectment ,f

iAccount, 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 f

Committee shall promptly notify, or shall-causc the Trustee |
:

promptly to notify, the Investment Manager of any such i

payment or allocation. The Committee shall give the j

Investment Manager reasonable advance nptice of any cash |
;

requirements, and the Investment Manager shall maintain in -j
;

cash or cash equivalents sufficient assets to meet such 4
;

cash requirements.
!
,

| i

7. MANAGEMENT OF INVESTMENT ACCOUNT !
l

i
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 i
i

determine what securities or othnr property shall be i

acquired, held--or disposed of for the Investment !

IAccount and, subject to the provisions of Section 6
!

| hereof, what portion.of the assets held in the
||

Investment Account-shall'be helti $n cash or cash -|

equivalents. 1

i
-4- ]
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!

|
|

[ 7.2 The Investment-Manager shall have authority as I

provided in Section-5.02 of the CpilC Qualified Master
>

Trust agreement to direct the Trus:ee with respect to
:

l- 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.
,

7.3 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 *ch markets '
.

and through such brokers or dealers as in the !

Investment Manager's best judgment offer the most
t

favorable price and market for the execution of such

t r a ns ac tior. s . The Committee understands and agrees
|

that the Inrestment Manager may effect securities

transactions which cause the Investment Account'to
pay an arrount of commission in excess of L the amount

,

of comm'.ssion another broker or dealer would .have

chargod, provided, however, that the Investment
*

Manager determines in good faith that such amount of I

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

.

-i
-5-
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E

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 i

receipt and use of such services will not reduce the
.

Investment Manager's customary and normal research i
i

activities. ,

7.4 The Investment Account shall be invested.in ,

4
>

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 a. State or loca1' government means

the obligations of a State-or local'governm9ntal

unit the interest on which is exempt -f rom tax

under IRC Section 103(a));-and-

l'
I

(C) Time or demand deposits in a bank (as defined in

IRC Section 581) or an insured credit union
l

(within the meaning of Section 101(6) of the
'

Federal Credit Union Act, 12 U.S.C. 1752(7)),
1

'

-6-e
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located in the United States. The term " time or i

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. '
t

->
;

t

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
i

Section 468A(e)(5) any regulations thereunder, and any
i

successor 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 IRC Section 4951.

7.5 The Investment i
ager is hereby empowered to-issue orders

;

for the purchase c. sale of~ securities for the Investment1
'

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
,,

t

;

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 i

-without having received. communications or instructions
from the Investment Manager. In any event,.the Investment

,

'

.

-7-
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| 1
i

'

.

!
I

Manager shall instruct the broker or dealer concerned to

forward a copy of the'confirmstion of the execution or i
)

|
such order to the Trustee and, if the Committee so J

d

:
I requests, to the Committee and other interested parties. ;

)

1

8. STATUS. REPRESENTATION-AND ACKNOWLEDGEMENTS OF INVESTMENT MANAGER

8.3 The Investment Manager represents and warrants that it.i:s 3

(al 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 , i

perform. investment advisory services under the laws of j
, !

more than one state. The Investment Manager agrees to 4

!
maintain such registration oristatus.in full force and ,

I

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.

8.2 The Investment Manager acknowledges that it shall be a

" fiduciary" with respect to the CPUCtQualified Master

Trust and that it shall discharge l'ts duties; hereunder at i
e

'

all times with the care, skill, prudence, and diligence

under the circumstances then prevailing that a prudent man ;

acting in a like capacity and fam*. liar with such matters
.

would use in the conduct of ar. enterprise of a like r

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

I
-

.

'

F

L

i -8-
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1

, .

Qualified Master Trust agreement. . The Investment Manager
,

L acknowledges that it has received copies of the CPUC

Qualified Master Trust agreement. ,

'
4

9. INFORMATION AND REPORTS -

i

9.1 Within 45. days after the close of each calendar ;

-quarter, the Investment Manager shall' submit a' .

t

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 Investmaat 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.

(
9.2 The Trustee in performing its duties.under,

Section 4.05 of the CPUC Qualified Master Trust
>

agreement may from time to time request thec

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 Inves?, ment Manager containing

reasonably current'information as to the valuation or

factors affecting the va2uation of such assets., Thei j

1

:.

P

-9- ;
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i

|

Investment Manager.shall provide such reports as the
-

Trustee reasonably requests. I
!

The Investment Manager shall keep accurate and !9.3
i

detailed records and accounts of all investments of i

the Investment Account and of all receipts,,

i

disbursements and other transactions hereunder I
affecting the Investment Account. All such records
and accounts and all documents relating.thereto shall

be open at all reasonable times and under reasonable i

conditions to inspection'and audit by any person or
t

ipersons 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 Committeeg as the case may
be, may reasonably request to enable it to carry out '

its duties, obligations and responsibilities under <

this Agreement, the CpVC Qualified Master Trust i

r

agreement and applicable law. The Investment Manager 1

agrees to notify the Committee promptly in writing of
|

(i) the commencement of Tny proceeding, suit orI

action, whether civil 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.1

:
the Investment Manager or its principals, or

''

employees, or arises out of a violation'or alleged

.

-10-
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violation by any such person of any state or federalo
1

securities law, rule or regulation, 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 ;

i 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.
,

a

9.5 All information and advice furnished to or obtained
by the Committee, the Investment Manager, the Trustee

or the Cp0C under or in connection with this *

Agreement shall be treated as confidential and shall 1

not be disclosed to third parties except as required
by law.

9.6 As provided in.the CpUC Qualified Master Trust

| agreement,.the Committee shall evaluate the
.

performa.nce of the Investment Manager annually and

submit a written repoit to the CPUC. The report
,

shall be confidential and submitted to the CpUC under

the provisions of Section 583 of the public Utilities
i

Code or an applicable successor provision. Also, as;

Provided in the CPUC Qualified Master Trust

agreement, r@e Committee shall evaluate potential
.

substitute investment managers at least once every i

i
.

i

! f

-11-- '
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l

three years and shall submit a reportLto 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 f
reconsideration of the retention of the Investment

3

i
Manager or the G11ocation of funds to the Investment-

'

'

'

Manager at any time: ,

(A) A change in investment philosophy and/or f
!style of the Investment Manager as discerned

by the Committee;

|

(B) A substantive change, as defined by the;

Committee, in the management of the

Investment Manager, including a significant

change of professional. staff,1a change'in '

ownership of the Investment' Manager's firm,
;

or other significant organizational changes;

or

!

(C) 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- "
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1

10. LIABII1IX q4

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 |

$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 (mposed under

the IRC. )

!
10.2 The Investment Manager shall be liable for any tax

imposed pursuant to IRC Section 4951 (or any ,

applicable successor provision) with respGCt only so >

investment transactions authorized by the Investment

Manager for the CPUC Qualified Master Trust.provided,
'

however, that .a 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.
'10.3 Except as provided in Sections 10.1, 10.2, 10.4, and -

10.5, the Investment Manager shall not be responsible

:
4

&

-13- :

-. . . - _ _ . .- ~. . ... . -. - ., ,. -

-



. . .__ _..._._ _ _ . ___. _ _ - . . . _ . . _ _.. _ _ . _ _ _ . _ _ ._. _ _

,

[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
L 1

|
the Company.

I' 10.4 In the event the Investment Manager authorizes

f
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' j
Investment Manager will purchase the' security from

the CpUC Qual ~ified Master Trust at its cost 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 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. 7

i
security or securities and use the proceeds to

purchase qualifyir.g securities.

In the event the Investment Manager authorizes

purchase of a security for the Cp0C Qualified Master
i

.
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Trust which, on the date the.securi,ty 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 Cection 4952(a)(1), the
,

: Investment Manager-shall be liableifor that tax.

However, the Juvestment Manager, shall not be111able

for, and shall be held harmless from,.anyctax imposed

on theLTrustee pursuant to !*.C Section~4952(a)(2),7 or

.any otheritax resulting from-the nonqualifying

transaction.

Should the Internal Revenue Service disqualify the

CPUC Qualified Master Trust and the Committee
determines to-defend its qualified status, the

Investment Manager shall cooperate ~with thcI Committee-

and the. Company in every reasonableLmanner, including

providing its investment and-trading professionals ~as,

expert witnesses at no cost.to the! Committee, the
,

CPUC Qualified Master Trust or.theLCompany.

The Committee shall promptly notify the Investment'
'

Manager upon its discovery of any security purchasedt

by the Invastment Manager for'the CPUC' Qualified

Master Trust which, in tha opinion of the Committee
-

orithe Trustee, may.not meet the investment

restrictions set forth in IRC

Sections 501(c) il)(B)(ii) and 468 A(e)(4)(c). .

-15-
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1

.

i
i

10.5 Should the Investment Manager, knowingly andt 7

willfully, with scienter violate the restrictions on
'

.the investment ~of trust assets set 1forth in IRC .

-Sections 501 (c)(21)(B)(ii).and 468 A;(e)(4)(c)!with
4>

respect to the CPUC Qualified Master. Trust the,

InvestmentLManager-shall be liable for.any
i

consequences flowing from such violation (s).-

!

11.' COMPENSATION' '

The Investment-Manager's fee rates are set forth;on .I'

.

. iAppendix B which-is attached hereto and_by this; reference 1
|

made a part hereof. !
'

' l.

12. AMENDMENT AND TERMINATION
!

-

'r

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.
..

i

12.2 Except as noted below, this AgreementLshall: continue

in force until termination by'the Committee or the 'I
-

Investmeat Manager upon 30'daystprior written-; notice-
[ to the;other party. Fees paid in advance will' bel -

prorated to the date of termination and'any unearned,
; portion thereof'will be refunded. :If atiany~ time the'

1

representation contained in'the first' sentence of
.

'

Section 8.1 hereof' ceases to be-true, this Agreement

f'

i
*

)
;

I i

-16- a'
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;~ shalliterminate immediately and theLinvestment
!'

'

Manager shall cooperate:with the. Committee a'nd the 1

/ ;

Trustee in the delivery of any'of the assets,-books .)

or records pertaining to the CPUC' Qualified Master
.,

1

Trust which.are'then in the possession,'or control, t,
'

-

of the Investment Manager.
,

n

~13. MISCELLANEOUS

13.1. No assignment ~of-this Agreement-or any: rights,or

duties hereunder shall:be made by the1 Investment ~

-Manager without the written consent.ofJthe

. Committee. . As used herein,.the term " assignment" 1

shall have the meaning given in.the Investment' '

Advisers Act of:1940 and the-rules!and regulations
adopted thereunder. > -

4

13.2 The Investment Manager shall promp'tly?. notify:the-

Committee in writing of:any significant:changevin the :)

management of the Investment Manager, including i

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: ~

Southern California Edison Company
2244 Walnut Grove Avenue, G.O. 1,. Room 233
Rosemead,- CA 91770

,

-17-
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. ..

JAttention: Nuclear Facilities-Decommissioning
. Master Trust Committee' l

l 1

(b)- To the; Investment-Manacer:'
.

' l|
STN Fixed-Income. Management
1165 Coast Village Road

'
Santa Barbara,.CA 93108 m

!

Attn: Southern | California Edison, Company- ,

Nuclear Facilities Decommissioning; Master -.

Trust (s). |
!

(c) To'the Trustee: U
u<

Harris Trust and Savings Bank'
'

}
111 West-Monroe Street "'

P.O.- Box 755 si
Chicago, IL 60690, j

. .!
Attn: . Southern, California Edison. Company

~

Nuclear Facilities Decommissioning Master- j,

Trust (s)
1

13.4 In the event that the CPUC Qualified Master' Trust
agreement is amended after the execution of;this

. Agreement, theCommitteeshallfurnishthefInvestment
L Manager with a copy of1such amendment promptly aftere
1

such amendment is adopted.
e,

13.5 This Agreement and.its performance shall be governed A
|

il
by and construed-in accordance withithe laws of:the ]j
State of California as ifithis Agreement were ]
executed in and were.to be wholly performed within d

t

the State of California.: -In case any^ provision ~of-
i

this Agreement shall be: held-to be illegal.or invalid
!

for any reason, suchuillegalityfor invalidity shall 'l
.P]t affect the remainingnprovisions:of the Agreement' <

but.shall be fully severable, and the Agreement shall' f

.>

s

?

-18--
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be' construed'and enforced as if such illegal or

invalid provisions had not been included herein. q

13.6 The.titlesito sections of this Agreement are intended' j
L solely; asia convenience and.:shall-not be used as an.

-aid in construction:of any of the provisions: hereof.-~

-- t

13.7 This Agreement may be' executed in three (3) ',
,

'

(

counterpar'ts,.and any such counterpart shall'be i,

a

deemedi an originalfif:,it has been signed and
~

.

delivered,by the parties hereto.!
D

13.8 This Agreement shall be effective when approved 1by

the CPUC and: signed by all parties,~

i

e

i

.

.-

.

.i

..

i.
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In recognitio'n.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 the26 day of b bu.c.ev 1988.,

APPROVEDBY:) ,

NUCLEAR FACILITIES ,

PUBLIC VT3E2 E 'C MMISSION DECOMMISSIO' 'e ' ASTER TRUST
ff COMMITTEE I SOUTHERN

, U'O ' / fi . CALIFORNIA ~DMPANY
#

By: / '// / /- . NUCLEAR FAr .n .UALIFIED
Executive' D'i recto r CPUC DECOMMISS..ONINJ MASTER .

'

TRUST AGREE' '*T, DATED
NOVEMBER 2' 4387-

Date:

By: 'Y D-

Autho r'11HHi> Rep resent ative
__

|
1MR040 As to poses:

By K :

4H . /(108 By: i - Wu'

V - Ethorized Represafatative

STW FIXED OME MENT 4

By:~ $OfW
|
' Title:/' <? W(/#f-

f .

By: . L _d
., Title:p ]

:

,

,
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ATTACHMENT PSNM-1

CERTIFICATE OF PUBLIC SERVICE COMPANY OF NEW MEXICO
+

RESPECTING DECOMMISSIONING FUNDS FOR!
PALO VERDE NUCLEAR GENERATING STATION (PVNGS) UNIT 1-

Public' Service' Company of New Mexico ("PSNM")'hereby certifies that financial
assurance for decommissioning PSNM's 10.2% interest in Unit 1 of the Palo Verde
Nuclear. Generating Station wir be provided-1"in amount _ vhich may be more ht
not less ~ than 10.2% of the amount stated in the table in paragraph (c)(1)-of 10 .

C.F.R. Soction 50.75, . adjusted annually using a ' rate at leastrequalito>that'

stated in paragrsph (c)(2) of 10 C.F.R. Section 50.75. Such amounts v111'be-
accumulated in accordance.vith 10 C.F.R. Section 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 _ through advance deposits or investment
income and appreciation or:both.

PSNM-has entered into a-Decommissioning Trust Agreement dated as of July'31,
1987 with First Interstate Bank of Albuquerque, as Trustee,'as amended by the-
First Amendment thereto dated as of January 1, -1990J(the " Trust Agreement").

. lsee At tachment PSNM-3. ] t Pursuant to the Trust Agreement',- PSNM has also entered
into a Service Agreement, dated as of; July 31, 1987- vith.First Interstate Bank =
of Albuquerque and Financial Marketing Services, Inc., as amended by Amendment

' No. I dated July 31, 1988 - and Amendment No. 2 datedLJanuary'1, 1990. [SeeAttachment PSNM-4.]

PSNM further certifies that it-vill make periodic deposits-into the trust fund
established pursuant to the Trust Agreement in an amount or' amounts which,
together with investment income and appreciation, vill be sufficient to provide
decommissioning funds at the end of each calendar year in an amount not less than
10.2% of_(A) $105 million (January 1986. dollars) (amount required =by 10 C.F.R.
Section 50.75 (c)(1)), adjusted annually in accordance with 10 C.F.R. Section:
50.75(c)(2) and the final Regulatory Guide on Assuring.the Availability of-Funds
for Decommissioning Nuclear Reactors, multiplied by (B) the ratio obtained _by
dividing-(C) the number of years and any portion thereof af ter June 30, 1990 to
the end of the calendar year for which the amount ^1s being calculated by (D) the
number of years and~any portion thereof-after_ June 30, 1990 to'the expiration
of the term stated in.the PVNGS Unit 1 Facility Operating License No. NPF-41.

PUBLIC SERVICE: COMPANY OF NEW AEXICO

By: -

M. H. Maerkl
,

Title: Senior Vice President and
Chief Financial Officer

Address: Alvarado Square
Albuquerque, NM 87158

Telephone No.: 505-848-6555

Date: July 13, 1990
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ATTACHMENT PSNM-2 |

1

|l STATEMENT OF PUBLIC SERVICE COMPANY OF NEV MEXICO (PSNM)
i. RESPECTING ITS. SHARE OF.THE ADJUSTED CERTIFICATION

|
| AMOUNT,' STATUS OF ITS EXTERNAL FUNDS AND PROPOSED

PERIODIC PAYMEN?S INTO ITS EXTERNAL ~ FUNDS FOR
c DECOMMISSIONING PALO VERDE NUCLEAR GENERATING

STATION (PVNGS) UNIT 1
,.

5

1. ' Adjusted Certification Amount $116,590,000'
for-PVNGS Unit l' ,

[See Attachment PVNGS Unitol)
'

3

2. PSNM's Share (10.2%) of Adjusted $ 11,892,000-
Certification Amount for.PVNGS Unit 1

3. Status of-PSNM's External Funds for $ 598,322
.PVFGS Unit'I as of Junee30, 1990

. 4. Currently | Proposed Annual . Not.less-than ,

Payments into-its External Funds, S- - 327,353.* l

Including Earnings on. Investments
,

!

!

* Calculated as follows:.
i

!. (a) PSNM's share of. Certification Amount $ 11,892,000
(b) Less Balance in External Funds 598,322

.

.

at 06/30/90 i

(c) Balance remairing due on .11,293,678 [
'

.

expiration date of Unit.1 <

license (12/31/24) :
,

. (d) Divide balance by 414.(no of months 27,279 .!

L 06/30/90 to 12/31/24) , ;.

| (e) Multiply (d) by twelve to reflect 327,353
annual payments

1

f
t

'

1

,

1

',

'

V

j
1

:

;
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CERTIFICATE

I, J. B. Mulcock, Jr., Senior Vice President, Corporate Affairs and Secretary
of Public Service Company of New Mexico, a >New' Mexico corporation (the
" Company"), do hereby certify that each oft.

'(i) the attached Decommissioning Trust Agreement: dated as of July
31, 1987 between First Interstate Bank of Albuquerque, as Trustee,
and the Company;

(ii) the attached First Amendment to Decommissioning' Trust Agreement
dated as of January 1, 1990;

(iii) the attached Service Agreement, dated as-of-July 31, 1987,
among First Interstate Bank of Albuquerque, Financial Marketing
Services,fInc. and the Company;

(iv) the attached Amendment No. 1 to Service Agreement dated as of
July 31, 1988; and

(v) the attached Amendment No. 2 to Service Agreement' dated as of
~

January 1, 1990;
'

is a true and correct conformed copy of the original of such document.

I do further certify that each of:

(1) the Decommissioning Trust Agreement dated as of July 31, 1987
between First Interstate Bank of' Albuquerque, as Trustee, and the.
Company;

i (ii) -the Service Agreement, dated as of July 31,-1987, among First
Interstate Bank of Albuquerque, F4nancial Marketing Services, Inc.
and the Company; and

(iii) Amendment No. 1 to Service Agreement - dated ~ as of July 31,
'1988;

vas executed by B. D. Lackey, the duly elected Vice President and. Corporate
Controller of the Company, pursuant to authority granted to him, as Vice
President, pursuant to the company's Bylavs, and'that each'of: ,

(ii) the First Amendment to Decommissioning 1 Trust-Agreement dated
| as of January 1, 1990; and

(1) Amendment No. 2 to Service Agreement dated as of January 1,
1990;

.

e

?

.k

__ __ _ _ . . - , , _
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1

'

l was executed by H. II. Maerki, the duly elected Senior Vice President and Chief
Financial Of ficer of the Company, pursuant to authority granted to him, as |

Senior Vice President, pursuant to the Company's Bylaws. I

9

\ LklALs J| .\

| J B. Mulc< 6k, Jr. {}
S nior Vic President, corporate' l-

Affairs and Secretary

'Date: July 13, 1990-

,
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ATTACHMENT PSNM-3
,

'

Decommissioning Trust Agreement dated as of July 31, 1987 between First- -

Interstate Bank of Albuquerque, as Trustee, and Public Service Company'of New
Mexico, as amended by the First Amendment- to Decommissioning Trust Agreement
dated as of January 1, 1990.
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DECOMMISSIONING TRUST AGREEMENT !

>

between' !4

i

PUBLIC~ SERVICE; COMPANY OF;NEW MEXICO-

and
'

FIRST INTERSTATE BANK OF. ALBUQUERQUE-

["4
{ l
'
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DECOMMISSIONING TRUST AGREEMENT *

l

THIS TRUST AGREEMENT.is dated as of July 31, 1987,
between PUBLIC SERVICE COMPANY OF NEW MEXICO, a New Mexico
corporation (herein called the " Company"),. and FIRST-INTERSTATE

-

BANK OF ALBUQUERQUE, a New Mexico banking : corporation (herein
called the " Trustee").

WHEREAS, the Company is a corporation' duly Drganized
,

and existing under and by virtue-of the-laws-of the OtateLof New.

Mexico and.has full corporate power and authority to snter into'
this Trust Agreement and :to undertake the. obligations undertaken-by it herein, and-

WHEREAB, the Company intends-to secure permaneat life
insurance in order..to fund all or part of its PVNGS- !

decommissioning program and to provide 1 benefits to employees-of
the. Company and its Affiliates as more fully described in
Exhibit A hereto).and

WHEREAS, the Company has received commitments for theissuance of certain Insurance Policies; and.,

L
WHEREAS, the company' intenda to restrict the use of. the

Insurance Policies and other assets constituting the corpus ofthe Trust; and "

. WHEREAS, it is the intent of this Trust Agreement . to
provide-for the segregated safekeeping of-the, Insurance Policies
and other assets of the Trust and to provide for;the -application
of certain moneys contributed-by the company.oriobtained from
the-Insurance policies, and'to use the. proceeds thereof in

-

accordance with the terms of this Agreement; and |

"

WHEREAS, the Trustee is a New Mexico banking corporation
with its principal offices located in.the -State and 'has full
power: and authority tel enter:into this! Agreement;.

NOW,.THEREFORE, in consideration of the premises and'
the mutual agreements herein contained, the. Company and theTrustee agree as follows:

7/31/87
.

'I

-({)~ .

.
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ARTICLE I ,

|'
DEFINITIONS i

Section 1.01. Definitions. Unless the context
otherwise requires, capitalised terms used herein shall.have the
meanings provided herein,(such definitions to be equally

'

applicable to-both-the singular:and the plural forms of theterms-defined).

" Affiliate,* with-respect to any person or entity, shall
mean any other person or entity'directly or indirectly i

controlling or'contrclied by, or under direct or indirect common-
'

,

control with,?such person or entity. For purposes of this
definition, the term " control" (including the-correlative i

meanings of the terms " controlled by" and "under common controlwith"), as used with: respect-to'any person or entity,;shall meanthe possession,:directly or' indirectly iof the power to: direct
or cause the direction of the managemen,t policies of such' person

"

or entity, whether through the ownership-of voting securities or-by contract or;otherwise. '

" Annual Review" shall mean a-review of the' InsurancePolicies provided-by the Insurance Servicing Agent-pursuant:to("-
-

the Service Agreement once each year for the
determining the gross insurance outstanding, purpose of 'the policy 11oans= !

outstanding, interest dueion policy loans, and.the. cash value of
outstanding Insurance Policies and: addressing certainco
matters with respect to the Insurance Policies as. more' ther'
particularly provided in the Service Agreement.. .

" Company" shall mean Public Service Company of New
Mexico, a New Mexico corporation, and-its successorsiand: assignsunder this Agreement. -

" Company Representative" shall mean:the individual or
individuals designated by the Company and having-authority toissue Letters of Instruction.

"COMReP" shall mean the Cost of. Money Reduction Plan, i

ac more fully describerl in-Ezhibit A hereto.-
i_

" Decommissioning" shall mean the decommissioning and'
retirement from service of all or any~ interest in Unit 1,and/or
Unit 2 and/or Unit 3 of PVNGS~ (the " Covered Unita"), as elected J

by the Company, and the related possession, maintenance and

|the possession and operation of the Covered Unit (s) disposal of radioactive material used in or produced' incident to
- , including,

2

I

; . . . . , - . - - - - -
-A- -
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|
|

' '

wit'sut limitation, (a) placement and maintenance of the Covered
|
' Unit (s) in a state of protective storage, (b) in-place entombment

and maintenance of the Covered Unit (s), (c) dismantlement of the
Covered Unit (s), (d) any other form of decommissioning and
retirement from service required by or acceptable to the Nuclear
Regulatory Commission, and (e) all activities undertaken incident
to the implementation thereof and to the obtaining of Nuclear
Regulatory Commission authority therefor, iceluding, without
limitation, maintenance, storage, custody, renoval,i

t

decontamination, and disposition of materials, equipment and
fixtures, rating of the Covered Unit (s), removal 6nd disposition;

|

of debris from the site and restoration of the site related tothe Covered Unit (s) for unrestricted use.
i

; " Insurance Policies" shall mean the policies of!

insurance generally described in Exhibits B and D hereto,
initially issued or to be issued by the insurance companies
listed in Exhibit B hereto, and any additional, supplemental or;

replacement policies therefor issued by such insurance companies
or other insurance companies specified in a Letter of; Instruction, provided that in no event shall death benefits
payable to an insured's beneficiaries, as specified in the

L Split-Dollar Agreements, constitute part of the Trust Fund.

" Insurance Servicing Agent" shall mean Financial
Marketing Services, Inc., a Nebraska corporation, and its,

( ,|
successors and assigns under the Service Agreement, and any'

successor agent engaged by the Trustee and/or the Company to
perform servicing activities with respect to the Insurance-,

Policies.j

'

" Letter of Instruction" shall mean a notice in writing' .

issued from time to time by the Company Representative _ directing
'

the Trustee concerning the Insurance Policies, the investment of
the Trust. Fund, the payment of administrative costs or
Decommissioning costs, or other matters relating to the
administration of the Trust Fund or this Agreement, including
vithout limitation the payment of premiums due on the Insurancei

Policies and the payment of other expenses, borrowing against: such Insurance Policies and receipt of the proceeds of the'

Insurance Policies, all as provided in Articles III, IV, IX andX hereof.,

.

" Permitted Investment" shall mean the Insurance
.

| Policies and any investment other than the following: ';.

(a) capital stock or other ownership i

interests in, or debt obligations of, or other l

securities issued by, any entity which is a "PVNGS i

Participant", or any Affiliate thereof; t

i
i

3
,

l

iL
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(b) capital stock or other
:|interests in,Jor debt. obligations. ownershipof, or other-

securities. issued by, the Company or any Affiliate
of the Company; _

(c). capital' stock or other ownership,

interests in, or-debt obligations of,- or other j
securities; issued.by, any New Mexico public ;

utility'or'any:public utility company operating-in
.

i

1.- - the State, or'any. Affiliate thereof;-
(d) margin purchases;

(e) commodities speculation;-
; (f) fimed' income securities or commercial

.

'

paper not rated at least'" investment grade" by~at;
: least one of: the national'ly recognized statistical o

rating services.-

" Proceeds" shall mean any amounts received in the Trust' i
4

Fund from the- Permitted Investments,' including surrender of the
| Insurance Policies, payment.upon' death of an insured (other than
| death benefits payable to ant insured's-beneficiaries as ,

specified in the Split-Dollar Agreement, which shall.be and.--
.

,'

remain the property of such beneficiaries) or borrowing against{.

the? Insurance Policies, or interest, dividends- or sale proceeds l

| ~from other Permitted; Investments. ~ ;
"

"PVNGS" shall.mean the Palo Verde Nuclear Generating i

. Station, located approximately 55 miles west of downtown Phoenix,'Arizona. I

"PVNGS Participant" shall mean a " Participant" as l
defined in the Arizona Nuclear Power' Project Participation
Agreement, dated as of Augustz23, 1973, among Arizona Public
Service Company, Salt River . Project Agricultural _ Improvement andPower District, Southern CalMornia: 1Edison Company, Public
Service Company- of New Mexico, El Paso Electric: Company, the-
Department of Water and Tower of ~ the City.of Los Angeles, - and- .i

Southern California Pub'.ic Power Authority,_ as heretofore and - .j
hereafter amended. -

L;

" Responsible' Officer" shall mean any officer in the
Trust Department of the Trustee designated by the Trustee as
responsible for the administration of the Trust.

o

" Service Agreement" sha11'mean the Service Agreement
among the Insurance Servicing Agent, the Trustee and -the Company

4 -

,
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dated as of July 31, 1987, with respect to managa unt and
servicing of the Insurance Policies, a copy of which is attached =
hereto as Exhibit D, as it may be amended from time to time, and
any replacement agreement entered into by the Trustee and/or the
Company with respect to management and servicing of the
Insurance policies.

" Split-Dollar Agreement" shall mean a Split-Dollar
Agreement as defined in the Service Agreement.

" State" shall mean the State of New Mexico.

" Trust" shall mean this Trust created by the Companypursuant to the terms of this Agreement.

" Trust Agreement" or " Agreement" shall mean this Trust
Agreement by and between the Con;pany and the Trustee, as amendedor supplemented from time to time.

" Trustee's Annual Report" shall mean the annual report
by the Trustee with respect to the assets of the Trust, to be
provided pursuant to Section 5.06(b).

" Trustee" shall mean First Interstate Bank of
. Albuquerque, a New Mexico banking corporation, as trustee under(, the Trust Agreement, and any successor independent trustee'' appointed hereunder.

" Trust Fund" shall mean the fund created by Section *2.01 hereof.

" Trust Obligations" shall mean amounts payable from the| Trust Fund, including the payment of premiums on the Insurance <

Policies, payment of interest and repayment of principal on
borrowings against the Insurance Policies, the payment to the
Company of amounts due for any income taxes payable with respectto earnings of the Trust Fund, the payment of other
administrative and incidental expenses.related to the
administration of the Trust Fund and this. Agreement, and the
payment of the costs of Decommissioning. i

l

ARTICLE II

THE TRUST FUND; DEPOSITS TO THE FUND;
WARRANTIES AND COVENANTS

Section 2.01. Creation of Trust. There.is hereby
created b1 the company.and ordered maintained in a special trust
account-in the custody of the Trustee in the name of the Company
a trust fund, to be-designated "Public Service Company of New

,

,

5
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Mexico PVNG8 Decommissioning Trust Fund" (herein called the
" Trust Fund") to be held in-trust by the Trustee separato and
apart from any other funds of the Company held by the Trustee.

Section 2.02. Initial Deoosits. Concurrently with the
execution of this Trust Agreement or within a reasonable time
thereafter, the Company shall deliver to the Trustee funds in
the amount set forth in Exhibit C. The Trustee agrees to
acquire, on behalf of the Company, by purchase from the *

Insurance Companies or by assignment f rom the Company, the
Insurance Policies, and related Split-Dollar Agreements,
described in the-Service Agreement when issued. Except 70-
specifically provided in Section 3.01 of this Trust AgreEaent,
the Trustee shall-have no power or duty to invest or reinvest
any moneys held hereunder or to make substitutions for the
Permitted Investments initially purchased hereunder or to sell,
transfer or otherwise dispose of the Permitted Investments,
except to collect the princi;ci cf :nf i.iterest thereon, and
except as specifically directed by the Company by a Letter of
Instruction.

Section 2.03. Initial-Investments. The initial fundsreceived by the Trustee pursuant to Section 2.02 shall bedeposited in the Trust Fund. Upon receipt of a Letter of
Instruction to such effect, the Trustee shall apply the sum so
deposited to the payment of the amounts necessary to bind the
initial Insurance Policies as more particularly set forth in'

Exhibit C.
'

Upon receipt, the initial Insurance Policies shall
be deposited in the Trust Fund,- although physical custody
thereof shall be released to the Insurance Servicing Agentpursuant to the Service Agreement.

Section 2.04. Secreaation and Safekeenina of TrustFund. -The Trustee shall hold, for the benefit of the Company
-

the Permitted Investments in the Trust Fund at all times as a,
special and separate trust fund wholly segregated from other
funds and securities on deposit with the Trustee, shall never
commingle the Permitted Investments with other funds or
securities owned or held by it, and shall never at any time use,
loan, or borrow the same, or use the same as collateral, in any
way other than as provided in this Trust Agreement. The Trusteeshall take reasonable efforts, consistent with the-standard'of
care required by Section 5.01, to physically safeguard permittedInvestments in its possession. Nothing herein contained shall

! be construed- as requiring the Trustee to keep the identicali

money, or any part, thereof, in the Trust Fund if it is-
impractical to do so, out money of an equal amount, except to
the extent represented by the Permitted Investments, must always
be maintained on deposit in the Trust Fund as trust funds held
by the Trustee as trustee; and a special account for the Trust

{} 6
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Fund evif ancing such facts shall at all times be maintained on
the books of the Trustee, together with such PermittedInvestments so purchased. Except as otherwise expressly
provided herein, the Trustes shall not be liable for any
interest on any money held pursuant to this Agreement.i

herein shall prevent the Trustee from borrowing against theNothing
Insurance Policies pursuant to a Letter of Instruction as
contemplated by COMReP or from relinquishing physical custody of.
the Insurance Policies to the Insurance Servicing Agent for ease
of administration of COMReP as more particularly described inExhibit A and the Service Agreement.

Section 2.05. Purnoses of Trust rund. The Companyhereby warrants and covenants that, subject to applicable law
and the right of the Company to the allocable balance of the
Trust Fund upon completion of Decommissioning of each Covered
Unit as provided in Section 10.03 below, the Trust Fund shall
only be used for the following purposes:

(a) The accumulation of funds for the payment of.
the Company's share of Decommissioning costs;

(b) The payment of the Company's share of any-
costs, liabilities and expenses relating to or allocable to, or
incurred in connection with, Decommissioning; and

.

'

(c) The payment of any administrative costs and
other incidental expenses relating to or allocable to, or
incurred in connection with, the Trust Fund, and the
administration of this Agreement, including, without limitation, 4

any federal, state or local tax imposed on the income or the
assets-of the fund, legal expenses, accounting expenses
actuarial expenses, trustee expenses, and the expenses o,f

-

operating and administering COMReP.

The Company shall not authorize or permit the Trustee to invest
or use the Trust Fund except in accordance with the terms ofthis Agreement. It is the intent of the Company that the Trust
Fund be held tar the Trustee and remain segregated from the otherassets of the Company.

Secton 2.06. Rayocation. The Company may revoke this
Agreement at any time upon 30 days written notice to the Trustee,
provided the assets of the Trust Fund are transferred to another
Decommissioning trust or otherwise dedicated to the payment of
the costs of Decommissioning and administrative expenses
associated with-the operation of such trust or other financial
program to accumulate funds for Decommissioning.

(J) 7
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.j PRTICLE'III

INVESTMENT AND COMPANY DEPOSITS

Section.3.01, comoany Direction of Investment. At the
written request of the company by Letter.of Instruction and upon
compliance with the conditions hereinafter stated, the Trustee
shall sell, transfer or otherwise dispose of, or request the
redamption of, any of the Permitted Investments and shall either
purchase other Permitted-Investments or substitute PermittedL

Investments for such Permitted Investments. With respect-to the
Permitted Investments constituting the Insurance Policies, the
Trustee shall at the written request of the Company 1by. Letter of
Instruction pay the Trust Obligations due thereon,. surrender the ,

policies, substituto other Permitted Investments of equivalent
!

value for the Insurance Policies and transfer such InsurancePolicies to the Company, borrow against the Insurance Policies
and perform such other services- with respect to and incident too

'

the Insurance Policies, and perform' any and all. other , actions as
are specified in such Letter of Instruction, provided that the
Trustee may delegate some or all of: such activities to the ;

Insurance Servicing Agent.as more particularly described in the
3

Service Agreement for. ease of adt..Inistration. The Trustee-shallpurchase directly or take by assignment such Permitted:
Investments as specified by the Company with deposits by the
Company and/or the Proceeds derived from the sale, transfer,
disposition or redemption of the Permitted Investments or from(

any other moneys on deposit in the Trust Fund. Any Permitted
Investments substituted for existing Permitted Investments under
this Section 3.01 shall be held by the. Trustee in trust in 'the
Trust Fund for the same purposes as the existing Permitted
Investments, and the principal and Proceeds of such-Permitted . '

Investments and the interest, dividends 'or other income received
thereon shall be. applied and dealt with-in the:same manner as is

*

herein prescribed for the Permitted Investments. Nothing herein
shall be construed to prevent the Trustee from holding ,

securities in the names of nominees for ease of administration.
,

*

Section 3.02. Trust Recelots. The Trustee shall from
time to time collect and receive the interest or other Proceedsaccruing and payable on the Permitted Investments and the ,

maturing principal amounts of the Permitted Investments as the"

same become due and credit the same to the Trust Fund. If the
Trustee shall receive death benefits from the Insurance Policiespayable to an insured's beneficiaries, the Trustee shall not- t

,

J 4

accept such payment and as soon as practicable shall return such'

payment to the applicable insurance companies for payment tosuch beneficiaries.

[
'
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Section 3.03, cash Denomits. The "ampany may make
,

| cash deposits to the Trust Fund from time to time in such amounts '

as it shall determine. Money deposited in the Trust Fund shall,

be invested pursuant to a Letter of Instruction from the Company
'

| . and only in Permitted Investments, and neither the Company nor
the Trustee shall otherwise invest or reinvest any money in thet

Trust Fund.

ARTICLE IV

DUTIES OF TRUSTEE

Section 4.01. Restrictions on Trustee. The Trusteeagrees that it shall not manage, control, use, sell, dispose of
or otherwise deal with the Trust Fund except as expressly
required by the terms of this Agreement or as expressly provided
in written instructions from the company pursuant to Articles
III, IV, IX or X hereof.

Section 4.02. Comoany Instructions. Upon receipt of a
Letter of Instruction at any time and from time to time from the
Company, the Trustee shall take such of the following actions as-
may be specified in such Letter of Instruction: (a) give such
notice or direction or exercise such right, remedy or power
hereunder or in respect of all or any part of the Trust Fund, or
take such other action in respect of the Permitted Investments,(1, as shall be specified in such Letter of Instruction; (b) take! %* such action to preserve or protect the Trust Fund as may be
specified in such Letter of Instruction; and (c) take such other
actions not inconsistent with the terms of this Agreement which
the Company deems necessary or desirable to consummate the
transactions contemplated hereby.

, , ,

Section 4.03. Comnensation and Indemnification ~ofTrustee. The Trustee shall not be required to take any action
or ref rain from taking any action under Section 4.02 hereof

! unless the Trustee shall have been indemnified by the. company ini manner and form satis- factory to the Trustee against any'

liability, cost or expense (including counsel fees) which may beincurred in connection therewith; and, if the Company shall have
directed the Trustee to take any such action or refrain from
taking any action, the Company agrees to furnish such indemnity
as shall be required and in addition to pay the reasonable
compensation of the Trustee for the services performed or to beperformed by it pursuant to such direction. As between the
Company and the Trustee, the Company and the Trustee agree that
the Trustee shall not'be required to take any action under
Section 4.02 hereof if the Trustee shall reasonably determine, '

or shall have been advised by counsel, ' that such action-is
contrary to the terms of this Agreement or is otherwise contraryto law.

'
'

9
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! !The Trustee shall be entitled to (a) such reasonable
| compensation for its services under this Trust Agreement as shall

be agreed upon from time to time in writing by the Trustee and
i

Company, provided that the Company and the Trustee shall formally'

review the Trustee's fee structure at least every five (5) years,
and (b) reimbursement for all reasonable expenses and
disbursements incurred by the Trustee in accordance with anyprovision hereof (including the reasonable fees and
disbursements of its counsel, agents, accountants and other
skilled persons employed-in accordance with section 5.03I hereof). The Company shall be liable to the Trustee for such
obligations to pay compensation and to reimburse for expenses ,

and disbursements, to the extent such amounts are not paid
,i

directly from the Trust Fund,

Section 4.04. No Imolied Duties. The Trustee shallnot have any duty or obligation to manage, control, use, sell,
dispose of or otherwise deal with the Trust Fund, except as .

!expressly provided by the terms of this Trust Agreement or in a
Letter of Instruction from the Company received pursuant to the )
terms of Articles III, IV, IX or X hereof, and no implied duties ;

or obligations shall be read into this Trust Agreement against ,

the Trustee. !

1

ARTICLE V
|

THE TRUSTEE

Isection 5.01. Accentance of Trust; Etandard of Care.
The Trustee accepts the trusts hereby created and agrees to ;

perfor.m the same but.only upon the terms of this Trust Agreement.applicable to it. The Trustee also agrees to receive and
disburse all moneys received by it constituting part of the

!

Trust Fund upon the terms of this Trust Agreement and with ,

respect thereto to exercise the same degree of care and skill as
1

is customarily exercised by similar institutions in the receipt
and disbursements of money under similar circumstances. TheTrustee in its individual capacity shall not be. answerable or
accountable under any circumstances, except for the willful
misconduct or gross' negligence of the Trustee and except for its
f ailure to exercise the degree of care and skill in the receipt
and disbursements of moneys actually received by it as set forth
in this Section 5.01 and except for liabilities that may result
f rom the inaccuracy or breach of any covenant, representation or
warranty made by the Trustee under this Trust Agreement.

Section 5.02. Recorts. Except as otherwise provided
in this Trust Agreement or by a Letter of Instruction furnished-
pursuant to Section 3.01 or 4.02 or Article X hereof, and without

10
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limiting the generality of Section 4.04 hereof, the Trustee shall
furnish to the Company promptly upon receipt thereof duplicates,

or copies of all reports, notices, requests, demands,
certificates, financial statements and other instruments and all
reports from any governmental authorities or agencies received
by the Trustee with respect to or srising ec.t of this Trust!

i

Agreement or the administration of the Trust Fund (collectively,i " Communications"), unless such Communications expressly indicatei that a duCompany. plicate copy thereof was sent by the originator to the

Section 5.03. Reliance on Ernerts. The Trustee shallincur no liability to anyone in acting in reliance upon any
signature, instrument, notice, resolution, request, consent,
order, certificate, report, opinion, bond or other document or
paper believed by a Responsible Officer of the Trustee to be
genuine and believed by such Responsible Officer to be signed bythe proper party or parties. In the administration of thetrusts hereunder, the Trustee may execute any of the trusts or
powers hereof and perform its powers and duties hereunder
directly or through agents or attorneys and may consult with
counsel, accountants and other skilled persons to be selected
and employed by it, and the Trustee shall not be liable for 4

anything done, suffered or omitted in good faith by it in
accordance with the advice or opinion of any such counsel,accountants or other skilled persons.

..

'

Section 5.04.-

Trustem's claims Acainst Trust Fund.Except as provided in Section 6.01 hereof or as directed by the
Company in a Letter of Instruction, the Trustee agrees that itshall have no right agai 3
compensation for its si: : Aces hereunder.the Trust Fund ~for any fee as

6

Nothing contained in
this trust. Agreement re.411 be construed as authorising or
permitting the Trusthe to assert any-lien on the Trust Fund for
the payment of any fee or other sum owed to it under any
agreement with the CoPpany except as specifically providedherein.

Section 5.05. Tax naturns. Upon receipt of a Letter
of Instruction from the Company to such effect, the Trustee shall
sign and file all such tax reports'and tax returns relating to
the transactions contemplated by this Trust Agreement as may be
delivered by the Company to the Trustee and shall' execute such
other instruments, documents and certificates as are necessary
to enable the Company to make any such' tax report or tax return,
provided that the Trustee shall have no liability with respect
information supplied by the Trustee for inclusion therein.to such tax returns and reports other than for the accuracy of
Trustee shall give to the Company,- upon request, such periodicThe

advice concerning receipts and disbursements. of the Trustee as
would be helpful to the Company in preparing its tax returns.

,

11
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Section 5.06. Monthiv m rts and Annual Review.
! (a) No later than the 15th day of each calendar'

month, the Trustee shall deliver to the Company a brief reporti

with respect tot

j (i) the character and amount of
any advances (and if the Trustee elects so to
state, the circumstances surrounding the

-

i making thereof) made by the Trustee (as such)
which remain unpaid on the date of such
report, and for which the Trustee claims it
is entitled to reimbursament hereunder;

(ii) the property and funds, if; any, in the possession of the Trustee as such
j on the date of such report;
-

(iii) the property and funds, if
t any, constituting part of the Trust Fund in

the possession of third parties
without limitation the Insurance (Servicingincluding
Agent) on the date of such report, provided;

that any information with respect to the
Insurance Policies may be based solely upon l

.

the latest information provided by the,.

Insurance Servicing Agent pursuant to the ): "
'

service Agreement;

(iv) all receipts and disbursements
by the Trustee from the Trust Fund during the

, preceding calendar month; and,

(v) such other information withrespect to the Trust Fund and the
administration of this Agreement as the
Company shall request, and in a form
requested by the company.

The Trustee shall periodically review information and reports
supplied by the Insurance Servicing Agent pursuant to the
Service Agreement for accuracy, consistency and completeness and
shall consult with the Company and the Insurance Servicing Agent
as necessary to ensure accurate and complete recordkeeping. withrespect to the Insurance Policies.

(b) Within thirty (30) days following the end of
each calendar year, the Trustee shall furnish to the Company the

12
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Trustee's Annual Report with respect to the immediately preceding
calendar year, which shall include the information required.
under subparagraph (a) with respect to such preceding calendar!

year and any Annual Review, actuarial analysis and outside'

evaluation of the Insurance Policies provide.d by or through the
Insurance Servicing Agent as contemplated by the ServiceAgreement.:

Section 5.07. Audit by the comeanv.
written notice to the Trustee, the Company shall have the rightAt any time, upon

4

to inspect and examine the books of account, records, receiptsi

and other pertinent information of the Trustee, and of its
agents acting hereunder, including without limitation thei

this Trust Agreement. Insurance Servicing Agent, with respect to the Trust Fund and
The Company shall also be entitled, at

Company e2 pense, at any time upon written notice to the Trustee,
to an independent audit of such books of account, records,
receipts and other pertinent information by a certified publicaccountant designated by the Company. Any such inspection or
audit shall be conducted during the Trustee's usual businesshours.

ARTICLE VIi

( ' '. INDEMNIFICATION OF TRUSTEE BY THE COMPANY
'

Section 6.01. Indemnification. The Company hereby
-

agrees to indemnify, protect, save and keep harmless the Trustee,
and the successors, assigns, legal representatives, agents and
servants of the Trustee, from and against any and allliabilities, obligations

- (excluding any taxes paya,ble by the Trustee on o: losses, damages, penalties, taxes
any compensation received by the Trustee for its services undermeasured by

this Trust Agreement), claims, actions, suits, costs, expenses
or disbursements (including, without limitation, the reasonablefees and disbursements of counsel, accountants and other skilledt

persons employed by the Trustee in connection with this Trust
Agreement) of any k ind or any nature whatsoever which may be )
imposed on, incurred by or asserted against the Trustee in any s

way relating to or arising out of this Agreement or the )
enforcement of any of the terms hereof, or in any way relating
to or arising out of the purchase, acceptance, nonacceptance,
rejection, delivery, possession, condition, sale, return or
or in any way relating to or arising out of the administrationother disposition of the permitted Investments or part thereof,
of the Trust Fund hereunder, except (a) in the case of willful
misconduct or gross negligence on the part of the Trustee or the
f ailure to abide by its standard of care set forth in Section

!

5.01 hereof or (b) those resulting from the inaccuracy of any
representation or warranty of the Trustee in this Trust

I.$.v.
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) Agreement. The indemnities contained in this Sect'on 6.01ext;nd to the Trustee and shall not be construed as indemnitiesof the Trust Fund. The indemnities contained in this Section
-

! 6.01 shall survive the termination of this Trust Agreement. Ini addition, if necessary, the Trustee shall be entitled to
indemnification from the Trust Fund for any liability,
obligation, loss, damage, penalty, tax, c1kim, action, suit,!

cost, expense or disbursement indemnified against pursuant to
this Section 6.01 to the extent not reimbursed by the Company or!

; others, but without releasing any of them from their respective
; agreements of reimbursement. .

-

ARTICLE VII
j

TRANSFER OF THE COMPANY'S INTEREST

Section 7.01. Earmitted Transfers. The Company
(including .9ny successor pursuant to this Section 7.01) shall,

'

not assign, convey or otherwise transfer any of its rights and
interests in and to this Trust Agreement and the Trust Fund
except in accordance with the terms of this Trust Agreement.
Subject to the approval of the New Mexico public Service
Commission and/or any other governmental agency or entity with,

jurisdiction, to the extent such approval is required by
applicable law, the Company may convey to any other person: (hereinafter in this Article VII referred to as the'

{ " Transferee *) all or any part of its rights and interests in and:

to this Trust Agreement and the Trust Fund if (a) the Transferee
has the requisite power and authority to enter into and carry
out the activities required or contemplated to be performed by
the company under this Agreement; and (b) the Transferee enters
into an agreement, in form and substance reasonably satisfactory
to the Trustee, whereby the Transferee confirms that, to the
extent of such conveyance, it shall be deemed to be the
named as the Company in this Trust Agreement and agrees, partyto suchextent, to be bound by all the terms of, and to undertake all
the obligations, contained in this Trust Agreement.

1

Section 7.02. Release of the comoany. Upon the
transfer of all of its rights and interests in and to this Trusti

;

Agreement and the Trust Fund in a transaction permitted by
Section 7.01, the Company shall be released and discharged,

without further act or formality whatsoever- from its obligations.

i

hereunder with respect to the interest transferred. In the caseof any such permitted conveyance or transfer of less than all of! the interest of the Company,
or Transferees shall be severa(e) the transferor and Transferee

'

lly (and unt jointly) obligated
with respect to' the obligations of the Company hereunder in
accordance with the interest held by each of them, and (b) if:

necessary, appropriate amendments shall be made to this
- . .s

' 5 14
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Agreement to providt for the situation in which there is more
than one beneficiary as may be agreed to by the transferor and

! Transferee or Transferees and consented to by the Trustas.
,

'

i
i iSection 7.03. Notlea to Trustaa. If, pursuant to '

Section 7.01 hereof, the Company proposes to transfer all or any
i part of its interests hereunder, it shall give written notice to ,

y
. the Trustee specifying the name and address of the Transferee, '

I at least thirty (30) days prior to the conveyance. The Trustee
^i shall not be beund by any assignment, conveyance or transfer

until it shall have received an executed counterpart of the
instrunent of such assignment, conveyance or transfer and of the ,

,

instrument of essumption required by this Section.
?

ARTICLE VIII

SUCCESSOR TRUSTEES; CO-TRUSTEE AND SEPARATE TRUSTEES
.

| Section 8.01. gungammer Trustagro

(a) If the Trustee or any successor Trustee shall
for any reason esase to be eligible under Section 8.01
(e) of this Trust Agreement, the Trustee or any such,

successor Trustee s' tall immediately give written notice ,

to the company of such fact and, upon appointment of a ,

successor Trustee,, shall resign and be succeeded by
such successer trustee who is eligible under Section
8.01(e).

(b) The Trustee or any successor Trustee may
resign at an) time without cause by giving at least 90
days' prior Fritten notice to the Company. In addition, ;

,

the Company may at any time remove the Trustee without
cause by giving at least 90 days' prior written notice
to the Trustee. In the case of the resignation or
removal of the Trustee, the Company may appoint a
succesror Trustee by an instrument signed by it. If a
successor Trustee shall not have been appointed within
30 days after such notice of resignation or removal,
the Trustee may apply to any court of competent
jurisdiction to appoint a successor Trustee to act
until such time, if any, as a successor shall have been

L appointed as above provided. Any such successor-
| Trustee so appointedby such court shall immediately and

without further act be superseded by any successor
Trustee appointed as above provided.

(c) Any successor Trustee, however appointed,
shall execute and deliver to the predecr.ssor Trustee an
instrument accepting such appointment, and thereupon

15
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such successor Trustee, without further act, shall.,

become vested with all the estates, properties, rights, }
powers, duties and trusts of the predecessor Trustee in ,

the trusts hereunder with like effect as if originally inamed the Trustee herein; but nevertheless, upon the
written request of such successor Trustee, such jpredecessor Trustee shall execute and deliver an 1

instrument transferring to such successor Trustee, upon
the trusts herein expressed, all the estates, ,

properties, rights, powers and trusts of such
;predecessor Trustee, and such predecessor Trustee shall

duly assign, transfer, deliver and pay over to such
successor Trustee all moneys or other property then
held by such t'edecessor Trustee upon the trusts herein
expressed. Upon.the appointment of a successor Trustee
hereunder, the predecessor Trustee shall execute,
acknowledge and deliver such instruments as will

-effectively transfer to such successor Trustee. title to
all permitted Investments which then constitute a part

.of.the Trust Fund. Any successor Trustee appointed !

hereunder shall not have any liability for the acts or '
: omissions of any predecessor Trustee.
| (d) Any resignation or removal of the Trustee or

;

!

of any successor Trustee shall be effective when, and'

(;-) only when, all actione re:uired to be taken under
Section 8.01(c) hereof shall have been taken.

-
;

(e) The Trustee and any successor Trustee, however
appointed, shall be a financial institution organised ,

iunder the laws of the United States or any state thereof
and having a combined capital and surplus of at least '

$25.000,000. -

(f) Any corporation into which the Trustee may be
merged or converted or with which it may be '

consolidated, or any corporation resulting from any
;

merger, convorsion or consolidation to which the :

Trustee shall be a party, or any corporation to which .

substantially all the corporate trust business of the
Trustee may be transferred, shall, subject to the terms
of paragraph (e) of this Section 8.01, be the Trustee
under this Trust Agreement without further act.
Section 8.02 co-Trumtmas. Whenever the Trustee orthe Company shall deem it necessary or prudent in order either

to conform to any law of any jurisdiction in which all or any ,

*

part of the Trust Fund shall be situated or to make any claim or
bring any suit with respect to the Trust Fund, or the Trustee or

() -16
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the Company shall be advised by counsel satisfactory to it that; it is so necessary or prudent the Trustee and the Company shall'

execute and deliver an agreeme,nt supplemental hereto and all! other instruments and agreements, and shall take all other
action, necessary or proper to constitute one or morei

individuals or corporations (which may not be an Affiliate of
t

i

the Company) either to act as co-trustee or co-trustees jointlyj with the Trustee of all or any part of the Trust Fund, or to act
as separate trustee or separate trustees of all or any part of

,

!
,

the Trust Fund. The Trustee shall execute, acknowledge andi

deliver all such instruments as may be required by any such
i co-trustee or separate trustee for more fully confirming the
i rights or duties of such co-trustee or separate trustee. Uponthe acceptance in writing of such appointment by any such

co-trustee or separate trustee, such co-trustee or separate!

trustee shall be vested with such rights and duties as shall be
specified in the instrument of appointment, subject to all the

i terms of this Trust Agreement. In case any co-trustee or
separate trustee shall die, become incapable of acting, resign
or be removed, all rights snd duties of such co-trustee ori
separate trustee shall, so far as permitted by law, be vested in
and be exercised by the Trustee, without the appointment of a

,

i successor to such co-trustee or separate trustee.
1

Every co-trustee and separate trustee hereunder shall,(,
to the extent permitted by law, be appointed and act, and the
Trustee and its successors shall act, subject to the followingprovisions and conditions:

(a) all powers, duties, obligations and rightsconferred upon the Trustee in res
control and management of moneys,pect of the custody, *the permitted

Investmene's or documents authorized to be deliveredhereunder shall be exercised solely by the financial
institution desigaated as Trustee in the first
paragraph of thit: Trust Agreement, or its successors asTrustee hereunder;

(b) all other rights, powers, duties and
obligations conferred or imposed upon the Trustee shall
be conferred or imposed upon and exercised or performed
by the financial institution designated as Trustee in
the first paragraph of this Trust Agreement or its
successor as Trustee, and such co-trustee or separate
trustee jointly, except to the extent that under any ,

!law of any jurisdiction in which any particular act or
acts are to be performed (including the holding of
title to the Trust Fund or any part hereof), the i

Trustee shall be incompetent or unqualified to perform
such act or acts, in which event such rights, powers,,

(.I
17

.

,., ., -, . %w == een === * * * - * * " " ' " * * * * * " * * ~ ' * * *
_w-m M _--.



- - _ , . __ _ - - _ - - _ - ...- -._ - _- _ ___ __- -- . _ _ . -. -

. -; . .,

0
.

1
*' '

'

duties and obligations shall be exercised and performed
by such co-trustee or separate trustee;,

! (c) no power given to, or which it is providedi
; hereby may be exercised by, any-such co-trustee or

separate trustee shall be exercised hereunder by such-!

co-trustee or separate trustee, except jointly with, ori with the consent in writing of, the financial
institution. designated as Trustee in this Trust'

Agreement or its successor as Trustee, anythirg herein
contained to the contrary notwithstanding;,

; (d) no trustee hereunder shall be. personally
liable by reason of any act or-omission of any othertrustee hereunder; and

(e) the Company at any time, by an instrument in
writing may remove any, such co-trustee or separatetrustee. In the event that the Company shall not have
executed any such instrument within 10 days af ter theL receipt of a written request from the Trustee to do'so,
the Trustee shall have the power to remove any-such
co-trustee or. separate trustee without:the concurrence

i of the Company; and the Company hereby appoints the
Trustee its agent and attorney-in-fact to act for it in
such connection in such contingency. ,

Section 8.03. Bankrunte,of Trustee.
the Trustee shall make an assignment for the benefit of.If at any time;
creditors, admit in writing its inability to pay its debts,
suffer a receiver or trustee for it or substantially all of its
property to be appointed, suffer proceedings under.any law
relating to bankruptcy, insolvency,.arrangsment, reorganization

'c

or relief of debtors to be instituted by or against it or shalli

suffer any writ of attachment or execution or any similar
.

of its property, then the Trustee shall be deemed to haveprocess to be issued or levied against al1~or substantially all
'

resigned hereunder immediately prior to the occurrence of anysuch event.

ARTICLE IX

SUPPLEMENTS AND AMENDMENTS

Section 9.01. A==nd==nts and sunnir==nts.
and from time to time, but only upon receipt of a Letter ofAt any time
Instruction from the Company, the Trustee shall execute a *

aupplement to this Trust Agreement for the purpose of adding L

provisions to, or changing or eliminating provisions of, this
Trust Agreement as specified in such request.

.. ,
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Section 9.02. T_ustee Refusal to Etscute.Notwithstanding the provisions of Section 9.01, if in the
opinion of the Trustee any document required to be executed
pursuant to the terms of Section 9.01 hereof increases, withcut
reasonable compensation, any duties of or decreases any rights,
immunities or indemnities in favor of the Trustee under thisTrust Agreemant, the Trustee may in its discretion decline to
execute such document.

ARTICLE X,

PAYMENTS AND DISTRIBUTIONS
>

Section 10.01. Payments from Trust Fund only. All
payments to be made by the Trustee under this Agreement shall be
made only from the assets, income and proceeds of the Trust Fund,except as specifically provided in Section 6.01. The Companyagrees that it will look solely to the assets, income and
proceeds of the Trust Fund to the extent available for payment
as herein provided and that, except as specifically provided
herein, the Trustee shall not be liable to the Company for any
amounts payable under this Agreement and shall not be subject toany liability under this Agreement.

Section 10.02. Payments of Administrative and
Incidental Ernanzas. Upon receipt of a Letter of Instruction,.

'

from the Company, the Trustee shall distribute from the Trust
Fund, as directed by the company, such amounts as shall be
required to (a) pay or reimburse the Trustee for any fees or
expenses (including reasonable attorneys' fees and expenses) not
otherwise paid or reimbursed to the Trustee as to which the
Trustee is entitled to be paid or reimbursed hereunder; and (b)
pay all other administrative costs and other incidental expenses
relating to or allocable to, or incurred in connection with, the
Trust Fund and the administration of this Agreement, including
without limitation, any federal, state or local tax (as
calculated by the Company) imposed on the income or assets of
the Trust Fund, legal expenses, accounting expenses and
actuarial expenses. The Company shall pay directly or reimburse
the Trustee for all such costs and expenses not paid by the
Trustee out of the Trust Fund pursuant to a Letter ofInstruction.

Section 10.03. Distributions for Decommissionina Costs.The Trustee shall distribute from the Trust Fund to the Company,
or as directed by the Company, amounts for the payment of the
costs and expenses of Decommissioning, on the basis of statements
and Letters of Instruction it receives f rom the Company. The
Trustee shall distribute such funds no later than one (1)

h) 19
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! business day following receipt of a statemtat therefor and a'

corresponding Letter of Instruction from the Company. It is the
Company's intent that at the time Decommissioning commences with!

'

respect to any of the Covered Units, the funds accumulated in
the Trust Fund shall be allocated to each of the covered Uni'ts,

in the same ratio that the estimated cost of Decommissioningi

such Unit bears to the estimated aggregate cost of4

;Decommissioning all the Covered Units. Upon the completion of
, Decommissioning with respect to any Covered Unit, as certified'

to the Trustee by the Company, any amounts remaining in the'

Trust Fund allocated to the payment of Decommissioning costs
with respect to such Unit shall be distributed forthwith to, or
as directed by, the Company. The Trustee shall have noobligation to inquire into the accuracy of any statement
received from the Company or the application of funds
distributed by the Trustee pursuant to this Section.,

ARTICLE XI

MISCELLANEOUS,

f

Section 11.03. Termination. This Trust Agreement and
the trusts created hereby shall terminate and this Trust
Agreement shall be of no further force or effect upon the
earlier of (a) the sale or other final disposition of all

. property constituti.sg part of the Trust Fund and the finali distribution by the Trustee of all moneys or other property or*
i

proceeds constituting part of the Trust Fund, (b) the revocation
of thir \greement by the Company as permitted by Section 2.06,

'

(c) thu -completion of Decommissioning, as certified to the
Trustee by the Company, or (d) 21 years less one day after the

| death of the last survivor of all of the descendants living ont

the date of this Agreement of the present members of the Boards
of Directors of the Trustee and Public Service Company of New
Mexico, but if any such rights, privileges or options shall be
or become valid under applicable law for a period subsequent to
the 21st anniversary of the death of such last survivor (or,,

without limiting the generality of the foregoing, if legislation
shall become effective to grant such rights, privileges and
options for a period in gross exceeding the period for which
such rights, privileges and options are hereinabove stated to
extend and be valid), then such rights, privileges or options
shall not terminate as aforesaid but shall extend to andcontinue in effect, but only if such nontermination and I

extension shall then be valid under applicable law, until such
time as the same shall, under applicable law, coess to be valid,
otherwise this Trust Agreement and the trusts cr23ted hereby
shall continue in full force and effect in accordance with theterms hereof. Any assets remaining in the Trust Fund upon
teneination shall be distributad forthwith to, or as directedby, the Company.>

(s)
20
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Section 11.02. Transfer by comration of Law. No
transfer, by operation of law or otherwise, of all or any
portion of the rights, titles and interest of the Company in and
to the Trust Fund hereunder shall operate to terminate this
Trust Agreement or the trusts hereunder or entitle any successort

! or transferee of the Company to the transfer to it of legal
| title to say part of the Trust Fund.

Section 11.03. Transfers by Trustee. Any assignment,sale, transfer or conveyance of any right or interest in the
Trust Fund or the Permitted Investments by the Trustee made,

| pursuant to the terms of this Trust Agreement shall bind the
1 Company and shall be effective to transfer or convey such right

or interest. No purchaser or other grantee shall be required to
inquire as to the authorization, necessity, expendiency or
regularity of such assignment, sale, transfer or conveyance or
as to the application of any sale or other proceeds in respect

-

thereof by the Trustee.

Section 11.04. No Third-Party Beneficiaries. Nothingin this Trust Agreement whether express or implied, shall be ;

construed to give any pe,rson other than the Trustee and the
Company any legal or equitable right, remedy or claim under or '

in respect of this Trust Agreement; but this Trust Agreement
shall be held to be for the sole and exclusive benefit of theTrustee and the Company., .

'

\
.

Section 11.05. Notices. Unless otherwise expressly
specified or permitted by the terms hereof, all notices shall be
in writing, and shall be deemed duly given if mailed by certified
mail, postage prepaid, return receipt requested; personally
delivered; delivered by expedited delivery service; or sent byfacsimile or telecopy transmission. Notice shall be sent toeach party at its office as set forth below, or to any other
address subsequently specified in writing by such party to theother party:

If to the Company, at: public Service Company of New Mexico
Alvarado Square
Albuquerque, New Mexico 87158
Attention: Secretary

1Telephone: (505) 848-2700
i

If to the Trustee, at: First Interstate Bank of Albuquerque'

320 Gold Avenue, S.W.
Post Office Box 1830 l

t

Albuquerque, New Mexico 87103
|Attention: Trust Division

Telephone: (505) 766-6330 i

1
, 21
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If any notice is given by mail it will be effective on the third
business day after it is deposited in the mails as provided
above; if given by personal delivery or expedited delivery

: service, when delivered; or if given by facsimile or telecopy |
transmission, when received.

i i

; Section 11.06. Severabi11tv. Any provision of this'

Trust Agreement which is prohibited or unenforceable in any
jurisdiction shall, as to such jurisdiction, be ineffective to
the extent of such prohibition or unenforceability without
invalidating the remaining provisions hereof, and any such
prohibition or unenforceability in any jurisdiction shall not ;

invalidate or render unenforceable such provision'in any other Ijurisdiction.
'

Section 11.07. Amendments. Waivers. This Agreement imay not be amended or modified except by a writing signed by
|both parties. No term or provision of this Trust Agreement may

be waived or discharged orally, but only by an instrument in |

writing signed by the party or other person against whom !! enforcement of the waiver or discharge is sought; and any waiver
| of the terms hereof shall be effective only in the specific

instance and for the specific purpose given.

Section 11.08. countercarts. This Trust Agreement may
be executed by the parties hereto in separate counterparts, each
of which when so executed and delivered shall be an original,
but all such counterparts shall together constitute but one and
the same instrument.

Section 11.09. Successors and Assions. All covenants
-

and agreements contained herein shall be binding upon, and inure !
!to the benefit of, the Trustee

noted herein) and the successors (in each case in the capacityand assigns of the Trustee in l

each case in such capacity) and the Company, its successors a(nd,
)to the extent permitted by Article VII hereof, its assigns. Anyreguest, notice, direction, consent, waiver or other instrument

j or action by the Company shall bind its successors and assigns. ,

:

|Section 11.10. Headinas. The headings of the various,

Articles and Sections hereia are for convenience of referenceonly and shall not define or limit any of the terms or provisionshereof.;

,

! Section 11.11. Governino Law. This Trust Agreement
shall in all respects be governed by, and construed in accordance
with, the internal laws of the State of New Mexico, including
all matters of construction, validity and performance.

22
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; Section 11.12. Repres 7tations and Warranties. THE
TRUSTEE MAKES NO REPRESENTATION OR WARRANTY AS TO THE VALUE,

;

i

CONDITION, MERCHANTABILITY OR FITNESS FOR USE OF PVNGS, THE COSTS
i

OF DECOMMISSIONING PVNGS, OR ANY OTHER REPRESENTATION OR WARRANTY:

WITH RESPECT TO PVNGS WHATSOEVER. The Trustee and the Company I: each represents and warrants, in its individual capacity, as to!
itself that this Agreement has been executed and delivered by
one or more of its officers who are duly authorized to executeand deliver this Agreement on its behalf.

Section 11.13. Como11ance*with Aeolicable Law. TheCompany shall exercise its rights and perform its obligations
under this Agreement in conformity with and subject to all
applicable laws, including without limitation the restrictions
imposed by the Stipulation on Daicommissioning as approved by the
New Mexico Public Service Commissicn in case No. 2004 (the" Stipulation") so 1cng as such Stipulation remains in effect and
binding upon the Company, provided,~however, that the Trustee
shall have no obligation whatsoever for the failure of the
Company to comply with applicable law, including suchStipulation, for any reason.
inquire into whether any act by or Letter of Instruction fromThe Trustee shall have no duty to
the Company hereunder complies with applicable law, including
the Stipulation, and shall be entitled to rely absolutely upon
any Letter of Instruction from the Company.

IN WITNESS WHEREOF, the parties hereto have caused this'

Trust Agreement to be duly executed by their respective officers!

thereunto duly authorized as of the day and year first abovewritten.
!

"The Company".

PUBLIC SERVICE COMPATI OI' NEW
MEXICO, a New Mc.{ico corporation

By 1 v > ,

| Title: h /ArrW7/ifA&D R# 4~

/

"The Trustee"
|

FIRST INTERSTATE BANK OF'

,..
ALBUQUERQUE, a New Mexico bankingAttes4A corporation

i /
. .

By:l
nr. < i

Titie:. Title: 1 ,w d w [u u d.N A #d.AALe-a /r
23
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RXHIBIT A [
COMRep PROGRAM DESCRIPTION I4

General
:

.COMReP is a program by which Public Service Company of4

New Mexico (the " Company"), will simultaneously provide certain
employee. insurance benefits and institute an investment program '

the purpose of which is to fund the. Company's share of the
decommissioning costs of certain nuclear towered. generating
facilities. These dual objectives will-be achieved through the
purchase and maintenance of individual permanent life insurance
policies insuring the lives of. participating Employees of the
Company and its. Affiliates. Permanent life insurance policies !provide a pure insurance benefit upon.the death of the insured, ;together with an investment conponent. Upon the death of an
insured employee, the insurer will pay both a pure insurance
benefit and the accumulated cash value.

Reference is made to that certain Service Agreement
(the " Service Agreement") among the Company, Financial Marketing-
Services, Inc. (*FMS") and First Interstate Bank of Albuquerque
(the ' Trustee") and the form of Split-Dolla Agreement (the
" Split-Dollar Agreement") between the. Company and each Insured
which is attached to the Service Agreement. Capitalized terms
used herein shall have the same meanings in this Exhibit A as in
the Service Agreement, the Split-Dollar Agreement and the
Decommissioning-Trust Agreement to which this Exhibit A is
attached.

,

,

Imolamentation

To implement COMReP, the Company will replace certain
existing group term insurance coverages on participating,

'

Employees with individual permanent life Insurance Policies '

issued on their lives. Pursuant to the Split-Dollar Agreement
between the Company and each Insured, the Employee will have the ,

right to designate the Beneficiaries of the Term Portion of the
Insurance Policy, and to select the settlement option therefor.<

The Company will be entitled to all other rights and interests
in the Insurance Policy, including the cash value build-up and

-

the right to borrow from the Insurance-Company to the extent of
such accumulated cash value.

.

Emelovea Death Banafit
i

t

The Split-Dollar Agreement between each participating
Employee and the Company will entitle the Employee to the same

|

1
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1

insorance benefit which the Company has historically provided
him through the use of group term life insurance. The amount of
the Employee Death Bcnefit will be based upon the Employee's
eligibility for benefits as from time to time set forth in the

| Company's then current Summary Plan Description af the'

Management Life Insurance Plan and the Service I le Insurance
Plan for Exempt Employees or any subsequent plan covering suchEmployee. Reference is made to the form of Split-Dollar
Agreement which is attached as an exhibit to the Service
Agreement. Each eligible Employee shall have the option of'

j participating in either the COMReP program or the Company'sgroup insurance program.
,

The amount of the Employee Death Benefit is the Term
; Portion of the Insurance Policy. Upon the Employee's death, the

Employee's designated Beneficiary will receive the Term Portion
-

of the proceeds payable by the Insurance Company. Such proceeds
iwill be distributed by the insurer in accordance with the ;settlement option selected by the Employee. The Employee will |have the exclusive right at any time during his life when his
|Insurance Policy is in force to change Beneficiaries or the
lsettlement option.

Comnany Financial Banafft !

As the beneficial owner of all other rights and.
'

interests in the permanent life Insurance Policies, the Company
will have the opportunity to commence an investment program that i

;

is uniquely advantaged because of favorable federal income taxtreatment. The amounts payable under an Insurance Policy in
excess of the Term Portion is the Cash Value component. Aportion of each policy's annual premium will be credited to the
Cash value component of the Insurance Policy. Based = principallyupon the portfolio earnings performance of the Insurance
Companies underwriting the Insurance Policies, earnings on the
accumulated Cash value will also be credited annually in theform of dividends. Depending on returns that might be earned in
future years from alternative investments, the accumulated Cash
Values of the Insurance Policies may-be left to accrue further,
or may be withdrawn in the form of policy loans and

! alternatively invested to realize greater returns. In this waythe Company can maximize over-the years-the growth of'the fund
which will be accrued to eventually defray its share of the cost
of decommissioning nuclear power generating facilitier..

! Decommissionino Trust
i

! The Company's rights and interests in the permanent
life Insurance Policies will.be administered through the use of
a grantor trust to assure segregated administration of its
decommissioning program. The assets of the Trust including the

2
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| Company's rights in the Cash Value of the Insurance Policius are
not for the benefit of the insured Employees and such Employees
shall have no rights to any assets in the Trust. The Trust isbeing created to provide an external funding vehicle to

| accumulate funds for the Company's share of the Decommissioning
| Cost of PVNGS. The Insurance Policies constitute a Permitted' Investment under the Decommissioning Trust Agreement. '

On a periodic basis, the Company will deposit funds
designated for decommissioning to the Trust. From such funds
the Trustee will pay the annual premiums due on the Cash Value
component of the Insurance Policies and other expenses. In
addition, the premium due on the Term Portion of the Insurance,

Policies will be paid by the Company and/or its affiliated
companies directly to the Insurance Companies. The amount ofi

such Term Premium is calculated as provided in the Service
1 Agreement.

The additional duties and responsibilities of the
Trustee are described in the Decommissioning Trust Agreement.

t

The Trustee shall act solely at the direction of the Company
pursuant to periodic Letters of Instruction. However, the
Trastee is responsible that the assets of the Trust are used for
the purposes specified in the Decommissioning Trust Agreement.i

Custodian and Earvicina

In accordance with the Servicing Agreement, FMS, the
originator of COMReP, will provide certain services in securing
the Insurance Policies and otherwise implementing COMReP. FMS
will also conduct certain annual reviews and analyses of'COMReP
and investment alternatives, and will prepare certain reports .

for and make recommendations to the Company and the Trustee. On
i

.

an annual basis Touche Ross & Co., or other nationally
recognized independent certified public accounting firm, will
prepare a special procedures report using selected auditing
tests. The nature and scope of such report is as provided in
the Service Agreement. A copy of the report will be distributed
to the Trustee and the Company. FMS will also provide
assistance in the administration of claims filed with Insurance '

Companies and payment of death proceeds to Employee
Beneficiaries and the Trust. To facilitate handling of the

! Insurance Policies, FMS has been designated in the Service
Agreement as the custodian of the actual Insurance Policies.'

| Copies will be available to the Trustee and to the Company.
t

I

0137q:7/18/87:13
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EKHIBIT 3
.

PARTICIPATING INSURANCE COMPANIES

i AND FORMS OF POLICIES
, -

.

1. General American Life Insurance Company-,

2. New England Mutual Life Insurance Company ',

3. Connecticut Mutual Life Insurance Company
,

4. The Equitable Life Assurance Society of the
United States

i

!

^
i
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| Ju17 St. 1987
|

,

;

,

i

| Public Servies Co. of
'

New Mastee
Alvarade Square, Third Pteer :

| Albuquerque, IBt 87101
,

)i Financial Markettag Services. Eas.
' '

| 10150 sageney Citale, tutte 304
omaha, Ms 65114' -

Rae Naiver of contestability Provistem of Polistes Issued Dader
! Ccomer 1seurence Program for Publie Servisa Campsey of KG y=sise
!

c Sestlemene

Gemarat Amerissa Life taeurance coupesy (the " Company"), estias
through Jobe E. Lyons, e duly 11esased agent of the Coupeay, has
agreed ta tosse and deliver to Publia Service Ceapany of New Montes.;

and Publie Servise Company of New Mastee- ("FIOf"). has agreed to| ,

perehase pursuant to the C#1 rap Life lasurasse Program ("00NRat
Program") presented to P308 by Finaasial Marketing Services, laa.
whose prisespel to Jeha 3. Lyons, eartain individual ordtaary 1tfe
taeuranse polistes (the "00NRa7 Policy or Pe11eies"). ,

..

The Compaoy agrees to toeve the Cimaat Policy en the life of eseh
employee of Plot er any affiliate of P30t severed ander tho' 00MasP
Program provided eatd employee shall be raadenly assigned to the i
Campany.

The Company agrees to permit FIDI to substitute a saw insured on each
00BasP Po11ey la place of say surrently participatias employee who
terminates employment with PNM, provided the new insured shall be
readenly seeigned to the company.

:

The Company agraes skat the effective date of each polier shall be 1

the date the Appliestion is sempleted and signed'by the proposed
inevred and sesepted by FIST. The Company else agrees that the death
benefite payable pursuant to the Split-Dellar Life Insurasse-
Agreement by and between Flet and the Bayleyee shall be paid purement
to the Designaties of Senefistory Form em' file with PISt.

. _ 24 77 _ ._
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.- tJuly 29, 1937
|

, *

Pese 8 ;-
,

- -

.i .; .

t

t

Essept for the settvet as week tweetten eestained es the Part 11 et
j the Application the Company agrees to waive the "laeostostability"
.

and "guielde Esetusion" of al' 00NRe7 Polistes teamed os lives of t

1

j employees of P308 purement to the CONRef Program.

The company agrees that the foregetas previsiese of this letter s

shall be seasidered as a lege11y bindias egrosesst en each 00NRe7 I.
'

Pettey issued er to be issued by the Company mader the CONRe7
Frogres. ,

Staserely, ,

! A 1
i M.. . . CE - j .g, *

Rowland Riskette l

i
.

|j

.

.

.

%

l.

1 -

l
L
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| POLICY NUN 881 ;
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\.
RIONT TO INAMIN8 POLICY >

, ,) ( '
v.s .e,t.iure ata t-

) 14y withis tweety days
i- efter resetvias Lt. It ;

i
; any be delivered or

melled te se or the
|i egeet through When it

Qf wee purchased. the
Per patter the11 thee he

;- deemed veld free the '
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) start. Aay preatus
ps&d will be returned.-
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WHOLS Lly5 INSURABCS:--

\JA17 VP. Af. As8,0,4 "'
..

Fece esevat payshie spee
death of the teoured.

: Preatues payehle usata
petity easiversary
neerest age et er matti,

prior death of taeured.
.

l
: ISSURD BY TMS GENRRAL AMERICAN L!yt T!!$URANCE Co. -

P.O. 30X 396* -

St. LOUIS. MISSOURI '43166

.,.
$
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| 05&34Nf389 V&LW38 948L3*-
.

{' W50LB LIPS IN8V3&Nc3 p&lt Up at 403 98 70LICt.
| 395358'1

, .

8 NALB IN8NSING AGE'

| VALNB8 FOR P&tt AN0UNT ON POLICT SPECIFIC &f!0NS P408

| i-

! SND OF ATTAIN 39 casa PAID =Wp 88738039 9828 .

i p0L!ct not 03 Le&N LIFE INS IN8VRANCR'

f3AR TALVE
388 3418

|
'

\

1 0 0 0.00 0 0 00 0 03

| 3 0 0 00 0 00 0 0 >

; 3 10 0.00 0 00 0 0
4 11 10 00 190 00 0 348
8 13 40.00 930.00- 3 190'

6 13 10.00 1,300 00 3 388
i 9 14 90 00 1,400.00 4 384
i 8 18 130 00 1,090.00 8 344'

9 18 180 00 3,370 00 7 131 ,

le 11 170 00 3,400 00 8 188

l Ii 11 18 200 00 3e830.00 10h84
13 19 330 00 3,130.00 13 383
A3 to 380 00 3,300.00 14 383
14 31 300 00 3,840.00 19 103,

18 33 310 00 3,980 00 19 183
.

10 .33 380 00 4e110.00 31 390-

11 34 380.00 4,300.00 33 0
18 38 430.00 4,880 00 34 188
19 38 480.J0 4.800 00 38 197'80 31 810.00 8e100.00 38 381

'

83 60 3,7?t.00 9,300 00 19 388
88 SS 4,098 00 9,300 00 at 348
SS 68 4.880 00 9,430 00 11 St

| Values snown apply at the one.et the potter year prev &ded praatuas have been .
| paid to the est of that pe1&ey year ame there as as team en the peiter. *

Talues for periods . net sneva V111 be furagsnes spea request. They are
,

calculated with a netterfeature f aster et- 3 34348 dur&at the preatus parta
pothee ans are equal to att levet pressun reserves thereafter. estranteet

L values ans act sta91e praatuas are based en interest of 6 004 a yeare
sempeusses annua 117 -

&ay values &a.the fers of paid =up med&t&oss e 4&v& dead see'usulattene, er

(") entstaastat e&v& dense'are sa a441tten to these Guarantees values.
e:

setenses fera sneirasse to a. avattamie at the rien elase &steauen en one
p.1&er spes&f teat &eas pato as saeva as ''apeetal treassa'' or ''Ratee'' elas

,
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1. DEFINITIONS IN THIS POLICY
.

j we, us one our no General Amerteen Life insuranse compar:y.

no .owrier o,f mis gioy. n. own ,4 as shown in = es ne on unises i.,T.u v.u,
e m ein p.ney. ewn, may be som.on. et, un =gyasrove ,

gie on m. we,de vou an Yo, ,ef, is = ,re,. sed me,w
,

|
!

gwhom we is hwred und, en peney = ehown en me Peerinsured

Age Age means the insured's see nearest birthday.

. Senefielary The person named in the appucadon or by later designeuen to reeelve the proceeds in
| the event of the insured's doelh.

;

: Proseede The amount payable as a result of he insureiro doelh. This includes:
1 1. The fees amount of Wie poRoy.

| S. Any amount payable under en asamhed rid,,

8. Any dMdenda payable upon deem.

! 4. Any WMeend sooumuladone.and
i S. Any premium refund,

i This amount wm be reduced by any posey indet,tedness. ,

Meturfly Death of meinsured.; ,

1. OlVIDENDS
1
l A'rinual Dividende Your polley'ehares in our dMelble surplue while R le in , except as extended term

insuranee. Each year we wit determine me share of d le surplus, if env, acoruine
to your polley. We wn! disertpute ele surplus as a dMdend. We wel eredt the Are't
p'Mdend. lf any, to you upon payment in fun of the premium for the second polley year.

hereafter, we wlN eredR dMdende at the end of the essend and each subsequent
'' potey year. '

If there would have been a dMdend etmeend of tie pete
Insured dies, unless me pelley is a guaranteed velve op en, y year in whleh mewe wB pay a part of
that WMdend to me benenelary, dMilend wil be for mat part of the polley year
during which the insured Oved.

Olvidend Optlene You may shooes one of the fellowing optene:
Optlen 1.Oesh. Paid in eneh.
Option 3. Redues premlum. Used to pay part er el of me premium on your poney.
Option 3.Pold.Up Adeluens. Used to buy a egne level said ve insurance

addition. Adeftlone are payable et me same as me pohy proceeds.
Option 4.Olvleend Assumulattene. Left with esmaany to assumutet

by us from Nme to Wme, tethtFget. The Interest rete wE mis.

rees wlN never be less than i1 a yeer, esmpounded annuapy. DMdend
esoumulations outstand at Wie death of me insured WW be payeble as^

!

k.) part of the pelley pre .

g,og ,eae,ese

~ _i_L_ ~ L___. _-. _. - .- -. . . - . - - :: * ~- 4. _ - = .
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2. POLICY $PECIFICATIONS.

.-
'

.

howho Aar 07 Inewed

les Male pase Amews 8 %0.000

ad om of hous August 87e 1986 .

n@ 8tandard
Pelley Number !

:

e .

Peam tensAs Annual memhan
Nwdes lAs agosland in Pelley and la Any Bldeel Pesmium Pwice

84 4 Polney Man: Ubete Life tasuraase Paid 4p at Age 98 6 73.80 91 Veers
M4
M -100
M -800
M -300 -

M4M 1
-

'M400
M *100

*
-

.

79483..

(
'

.

"

79-720 Vaives of Premium Besafit Rider , .80 $8 Years

831L4 Modifisatica
|

.
..

.

.

%

.

.

TOTAL, ANNU4 PtaMsWM 67460*

.
1974 PasmiuM PAYAsh8 AT Nonthly INTIAV48 8 4 67

(. :h'i
- . u. n h .n. .e e,. . .e.e. w o e m . d .. . i, me, a

unisseeush se embasqueady changed as posided in thb Pelley,

e an esmessy va sesept te mosl# W4 enesed eben se tue as ass premess me see
'

andw 6e Campost/s ludem howenee, Pre Asterised Ched e Pose tened Ched Manas eennelse,
'

e mer be sold diready se she Commeny in escenienee wie to es ba.had reses and esime i

, ~ - : Z, ---. . . -- ~ .|,;__ ' 1 a 7 7
_

. 47 ~:- ~ . - _ .. , . . . . . . _
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You maychosee a@vidend ethin aber a dMdend is credt, W you do-

yns such eme asnot we elB eredt the under
remem m anset untR tw @you request e

*

effe, rent opdon. Any ep6en y as choses engeR.
You may pald up ed@6one at any time for elr som g alue, valese their
each value was appeed under a guaranteed value epWn or le required =
escute ebeenen the .

We wR eredtinterest on dMdend for fulpo8ey ye.e only, interest we
be eregned on each posey gardversary. assumplement een be used to pay

' premiums as dolcrhed in me Premiums and Period aestion. You enay alae
withdraw the entre amount or any part of a h eash at any eme by maldag paper
written reguset.

ab dN 9 almple

.Thea E ase N Yanamed age and umDe i

" thle
must make a "'"f"y paey h.nd -,Ae.ase.dbyany

request a,

a.eumum n n.e p
unless sepaid, erred te uppo8cy.

le andermed as paid up, any riders regulitag e additional premium wB

8. PREMlUMS AND GRACE PERIOD

Prom aher t litet mum paldYa b Y ' premiums
*

anu et

"""* 5"=."eu".W'M,her is no",J*r&RMm
a *

!%".%. en or.umbny == ,,. .e,m 3*a
.rh

| be reduced accordingly. A premium reselpt wil upon requeel.
'

If tile le in your possemelon and you have not peld the trat premium. R le not h
force, be sonsidered that you have the poBay tier inspeogen only.

Grace Period Your premium le in defaut if yo.u do not pay a on or belpre its due date. We wm abow a,

see period of 31 de eher e premium due date er payment or each premium
e first. O period nointerest wR charged on the premium due, and-

the we remain fores.If theinsured 8les fin 0 the oraes perted, the amount

o,f any unpaid premium due through the saledeem wR be-Bedveted from the
,essede .l = xie,. ,

!am&TE.gf" ',,n22oc'o41** " '''" "'

Wm*a'' '**'"yL**m*a,n.r.aP.a*4.ved . us . eu,e%*L2"o*g _#r,.can,2 @ rt aTww e

# d . Mene'DE.Ef @ N'

a

gg,g.4,se em*stmerm **y*2.M.e:n, ale.*i*
pganannae maeraaen .-

mmet"tpoed m e

usL,'t*esiaem"'**Tm""d.LT.,m r***
!

,,g,*,gg,,,,ygg,,*,r,gp= a t==
e au e m. ev e.

ma au

e,ess..eep** ,

n . . _, . . k.vv .

..
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You may eeneel either er bem Automalle Premium Pr:=wnt optione et any 9me. Wei *- -

must resolve a wrinen reeuent from you et our Home 0..ee. Any eremiun, affeedy paid
.

:
under mese optlene before we recalve your request wil not be affected.-

'
.

Reinstatement At any 9me wPhin Sve years eher me default in you may soph ler.

reinstatement, unless me pelley has been surrend ler he each value. You must
submit proof estisfestery to us met the insured lp insurable by our standarde. You
must pay all overdue premiums and pay or reinstate loan mterest. Both WHI be
secumulated at 9% per year sempeuneed annualy to the date of reinstatement. You
must ellher pay or reinstate any pelley loan (N me reinstated pelley has aufhelent

;

| Welveh
The insured must be alive en he date we aperovs the reevest for reinstatement, if the;
insured le not ellve, auch approval le veld and of no afleet.

a does not app (y to anyme insure #o esth wilPremium Refund Any partof apremiumwhleh he policy to e date
at Death be refunded as of the receeds. This pro

premium walved a walver m benefit rider.

.

:

a

.

1
.

,

.

-
.

.

..

|
|
,

j
1

.

l
:

h
.

'

9g77
3,03 3eOSSeseeg

'
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4. LOANS
.

we we iend - an amouni n.i m sees of m. iean wilb,e.e y , whee n m
foreu.es, emer plan as entended term ineu.ranos. Your es, curt.y ter..we have = g is ,00 g

%,e,.fm"e"%es ,e,,t::
ese t of

.K r a.l a " * a ,m e tey, a .e.rp * %" T "is
iemese ,a. W e- pe as mo en

econen.
r,ie w pos

y.a man oree ie me.n.a..f me "e.l&n = end .f m. =n"F'ded.ey E,
,

pipe = each v e mm f.e .f .y g p .up ad a e . we w
1 a.

i 1. Interest et N rate of f.4 per year h advance to me next peNey anniversary; and i

8. Any e.leths leana; and
8. Any unpaid premiume Ier he current peney year.

hierest we be e annuesy h advance en seen posey anniverstry, u yw de not
pay me Intereel t le due, we wit add R to your enleting legn u your pelley hae

, suRiolentloan value, w0l sharge me teme rate of interest en 9tm ame6nt as en me
[ peNoyleen.
: We may e interest rate en any loan Oneluding loans made to per premiume

. he effective date of any increase wm not be lose man e6e year aher)1 from tithe to
the effec 6ve dele of me prevleue rate. Any increase shal be no more # tan one percent

! per yet. The totallean rate shaR not e. seed 7.4 per year paid in advance. The
current Interest rate wlO be lumiehed when you make a loan and when me Interest le,

'

due if you have a lean outstanding at least 40 deve prior to the date of any increase, .

, we will send you and any seeignee of resere a wrkten nodes at least 80 days pfler to I

i pie date of any increase. If you make a loan less tien 40 daye prior to the este of any
! meresse, nellee will be given at the time the loan le made.

,
'

You outstanding loan h whole er in part at any sme before the deem of
^

II me pe le m foros. Unpaid loans and interest wlR be dedveted from.

I eny settlement your '
.

.

j If you faa to meLa when the totalloan interest would aussed sie toen
. value of your will terminate . We wR allow you a 31 day grace,'

period for payment of loans and Interest. such event me peNey wiu beeome
vois 41 days aftw we have maged nellee to your last known ellgrees the last known
address of the insured, and Ihet of any anel of he reserW. TNe wk apply whether
er not premiume are paid m a dets after of terminaden. Any outstandin
dividend noeumulations we be appned under uvanteed value ops 6n someted. g

5. BENEFITS ON PREMlWM LAPSE OR SURRENDSR-

NaYVYlve
hvM.NnNvN*sWalue!S

YeNaNN'

- - - - - - --a,

we- me -tm~.me,mswpadSamese~ - .

,

g Oplen 8 le not eveReblo N tie flak ele le Speelal Premium

I Option 1. Ceeh Sutronder. Surrender your petoy for se not seeh value ao of me due -

dele of sie first unpaid premium; er wth our eencent, en any monthly poter* enniversary date.

We may defer savment of me not cash value 1er up to ela ments. N we
deler perment for~40 dare er more, we wE pay interestat tie role of 81/95
per year ter me perted of determent.

,

400- 4.01 3.038,844
W** /0 g 7:=:=2 -.L:f,auna- == === =mw===
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opuen n.,ein.up eggyJ.enwyg.gesLL. .e
< e.g,y.egg '||Wan.e..eu

,

.er
,n==.i.w a .f= m ,w.n d. W

e.e
nlm=f4

< ne. ,r

.,uen .. Ife,o,,..d v.. in.ur. o ee.i. U,.",'id.''R.e.a.s e.w. .m
i

.m ,. .ve ,pu.e,w n i,s.e ..f ndn e .an.os d
e =

n .m
ane..the amouni,

f .e 6 . ew w:

dividen( t
interest, of ed inevranes!

we be ma value wS a ngt le premium|

at me attained see of me insured en (** Este W metre; unpaid*
'

' premium,if heamountof ed brm >:' uM tess pian the amount
of paid.up Be insuranee under 2. N 9 B u :yappW.

Option 4., eld.pp and Estended femi ines'se4 Mh Mur as a 'Isembhation of reduesd level paid 4 m eww+ ww termi

Insurance. Your poley wW eentinue to . t sMba N MW4a. amount i;

! of paid.pp heumnee w be met whleh t ' e % An Na i oe any amount !J
| palled to purchaos extended term incoWm *4 tw Atee e4 dehned
; under Option 3. The hitial ameent of estei M i++ mmaos wE be an

amount whleh not more man me amount et entended.
! term insurance under 8 less the amount a paid.up Ele

insurance.The period extend term may be continued from year to year
by apphcation of dividend The amount of extended term wN be the Inlual

,

amount when mis option wu elected lose me emount of any paid up
additlene purchased after mis tien wee elected or eueh lesser amount as .

l .e surrent hidend een . TM purchase,prios Ier seended term '

heurance wn1 not exceed 2 speciled in tie Basle of Computation, and'

,.

( may be a lower rate whleh we determine, ,

Automelle Option ggigthg aggtlen unless wie gg to shown as *Sep |

ano. opeen . "33. * d. .
automatitop n will take en unless Wie premium !
mplies. Tne date of opten the sie due me '

unpaid m. You have me itpht to sleet another option wipiin after m e *'

date of Hrot unpaid premlun
,

go ,eney .or t.r your h. Boy fo.r li.e not I"" va.lu,e while R ,le sen.dnu.ed.as li.,da,e
.

Butronder of Yew may au.trende aid.v

.h .e.sh n. ca
me he,an nds

R,.i, up e ,d.
ei . es e e.e, e ;

ione .an = es.e we use,,m.d.ye pe.e,.e.e,e. = an es.e|:i ..u,
d vs ees, n 5,i. de. e, a p

.e ,e

h

hin thle s. insurance Tableespim.. hm=,.M. .sh N E.iuNtlen r .en eruenant,d TermL tutende In Guaranteed

Th.e U,e|"tod .see,e.nWim.".M|f7."'kes .terest as stated on
.

*" %"' J"Ef#* **c:'% i
e

riderp. At guaranteed values ar.ne. erd n.n.'r.'*"e"., u.e .prov of I"m*e'
n io .is

e.e e.da li comp.

! . uar ee .se
| e equel er greater men reau by any e

low for Wie state Dial goveme your pi . A detaRed statement er tie ted of !

esmoutng guaranteed values has been with Wie insurance supervleery ofneled of
such state || requested. s

O j<

:

'. . , " . . . . ~ ., ..... . [.7.,.,1 1.. , , ,]',,Z.,~ ~~71,2Nii_ j' -:..,.p.. .
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The each of paid up We heurence and term insurange en e'*

ennhertory the not eingle premium ihr auch et me ent.hed 800 of
s

,

insured on anniversary. The each value .up additione en e
|

/- annivertery he nel ein le ten 'em for auch W me engned pg -)
; ,,

! Insured en hat enn ameent wil not be lese men the divid usedte i
,

j purehase auch addllione.. .

If you have paid premiums for sert of a poley me each value en the date to whleh i.

you have paid premiums wel be proportie .d
"

I

eddllione are surrendered between anniversaries,peld.up 9e insurance er pWW.go*

he each value en me Wale ofsurrender willbe proportonele.
I
I

i
1

i .

i

[

.

.

*
;

l
*

il 6

;

1

j .

!

es .

.. .

.

.- ,.
'

!
.

*
-

,

.

I

.

(s.Qe

.

400- 4.08 'Seese.e44
(1/04
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8. PERSOM WITH ANINTERESTIN THE MUCY.

i
*

-,

i ., t. ,,, .f ey i. . . .",e,p,, " 3 .,"k*.n%.E,... . 2. anne #e*e" *J,.*t,,t.t,7,,.rt,*,.,gn. h, "
*%."e

' '''
i
3

* r.,.,.,e,ar .e =

. tr.,.!,,.,
.,.m.& .f n

f ,

, .

,eaven.i., n. e. =r., e,
,

..wn.f . . as ,e unm4 ,,. .wne, . .iven mu.
P

; **""*"' ;'e*,emt,,L".'2|no"wi.".e mn, .%'t'!",I' J.ty",EW'.,"VJ:* * *
, . ,, . . e<. e, ,e . e. .f = .i,,... .ms o.,. . .,. .,e. .eny ,,a.
4

.n
.n

,* ...n a. . '"I,...e. .. .

o , . .a,me

6
.f e .e ,,..e . . ,aya n a m.. F *" .* " L ,

.

e. . .
e

am, .. m -

;
t

!
'"me,tif,""' !."et ".'T7.,tuf..t."*.e.W..f4N "w,.Ci f.T. '.* ate.:"i.',v i*a'"#"* *r

.

'
:; i . n. , .n .. , u w ,,e .

.-o ne s. vine when w. rw.a
i me

t. to ny as.i nm.nl .f oil,y.w reque.st. Hane .tl.n It ween.e wm i
ve

! be
.

t p.lley .t mer al ,eetri ;

we accept m h,anee. W. h.v.ade r a.m.n w. t kthe right t require ti. p.lley f., received y.m sh,. b.n.
e

of.any aymenu we m we w w te ;n. e ondereement bef.r. )i shahg.,
i N y.v are ele.

vesym .m.the ben.fl.1"l f the p.ucy at,t.he.t.ime f tie,in ured's d.am y.u mayn.e.mvwe r ome = , . .f= cywonsobareen.

(- = .

4

) A..lgnm.nte W. wE n.t b. b und by .n a lgnm.nt .f 9,. p.Iey .r of my inherest h I uni.e.:
i 1. Ris made e. .writt.n in.rument,
| 3. Y.s fu. .rtgin.1 in.trument .r . run.d py wlm u. .t our M.m. OfRo., and
j 8. W. nd yev .n ackn wled.ed e.py.. -

. -

W. er. n.t roep.neble for 9,. vahdity of any e.elgnm.nt.
W e claimis based .n an asA valid assignment wm tak l.nment, w. may re.utre pr f .f 4,,terest of #ie .leimant.

pr cedence over any elebm of a ben. Rotary.,
.

7. THE CONTRACT

|' " * " * ' " '

,",:,a*m. 'm"' **.!ta.n%. ,.M".*""W.'||.f.A.y.m.y|",,.". .* 2."r.ie.i 1
* * *f2 '

a , ,*.,e ne.r
.e m

u , m..n C.a.l?"' a. . m. , any i an.A. m :.n
,y # e , ,

lmsn .y. w

* N 1. [tut w am.need .,

oei. .f ..e . ,em.fiseuei. . ve.r.. .,= un.e,.e
due Wate,. .

o
. is .

6 40. I which p.4ey anniv saries, p.5ey y.ar., and ar.m.a.ured.

(.) '

13 g 77 Y
eOO t.01 .,038. 4e
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Mlestateme9. et if the age er the sex of me Insurad has been misetated on he applesson, any enount =
Age or Sea payable on me polley wlR be such as me premium Dald would have purchased had me'

and Correctione insured's age and een been correcdy stated, if we make any permont or poucy
changes in good faNh, relying on our records, or evidence supp8ed 10 pa. we we be
fuBy discharged. We reserve the right le correct any errors in the polley.

All statementa made by the insured or en his or her behalf, or by me u wR beStatements in
deemed representations and not warranties, eacept in the saae o'

p
Application ..

misstatements will not be used to vold the polloy or deny a claim unless made in the
appleation.

.

Inconteetability We cannot contest his poDey, except for nonp premium, aber R has been in
force durtne the lifetime of me inaured for a of years from me sete of le ue.
This provlefon will not apply to any rider whi contains lie own incontestabWty clause.

Suloide Eselusion if me fMured dies by suloide, whBe sane or insane, within two years from me date of
leeue (or within the maximum period permitted by laws of the state in whleh Ble polley
was delivered, N less man two years), me amount payable wiu be 8mhed to me amount
of promisme paid. lass any outstanding poney loans with interest le the date of death.
This provialon does not apply W thle poucy a leeued to a Missourt ettlaan, unless the
Insured intended suicide when this polley was appaed for.

Claims of Creditore To be extent permitted by law, neither me polley not any payment under R wiu be
subject to me claim of crecMore or to any legal prooces, ,

\

Change of Insured While ele collry is In force you may change me insured. To de this, you must be the
8 owner of mie ' policy on the date of change. You and me aew Insured must also anon an

("j, appleation fr,r auch change.

The Insuro6 may be changad only on the basic poRoy. AR r6dere anached to thle polley.

wilbe ear.oelled If a rider has a surrender vasue, we WW make the proper refund to
you

.

You m' At have an insurable laterest in me life of me new insured. We wW require proof *
that l'.e new Insured is insurable by our standards, if the new Inoued would have been
oldy man age 75 on me date of leaue of me polloy the change we not be permitted.

Cover.iae on the new insured wiu become effective on the date of change. Coverage
on the former insured wm terminate on me prior day.-

The date of change wm be the later of me date we approve me application for me new
Inauted, or me date you pay me cost of change.

Deleeue date of me policy wlR remain the same, or wB be changed to the Bret-

g anniversary of mis policy aber the birm of tha new insured. N ieler.

The fece amount for the new insured wil be computed one of two ways:
Method 1. The osah value of he solley wuI remain the same as of the date of change.

The face amount we lhofbe determined by the each value, if there is a
acro each value on that date, we wW use reserves in place of caph values,

under Meiihed 1.
'

WAhod 3. The face amount wW be the same on the date of change.
,

Under olther method, the amount of the coverage may not be lese man our minimum
Bmit lor the plan of Insu;1sace chosen as of the sete or leeue.

The oost of the change will be the sum of the logowing items which apply to me
changebeing made:

1. The enount needed to pay the premiums on this polley to the dele of she'ese.

(,) 8. BeIM premium for the newInsured. -

a. Any amount reevired to rewe your indebtednese a vs. es iisserted in me
1.caneesonen. .

4. Any adm'+.letrative coste required to make thle change.

. J.'/ g 77
8.088,8444 7._ _

_. _. . eca
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W MethodIle used,and 55.
s. me eseh value based on me leeue egg of me new Insured le prester map me

cash value of mis polley on the date er change, you must par us to emount of
me oneses,if your state hee a premium tax. yet M need to pay us the amount |

of mat tax on me eneses,or .
b. De cash value based on the leave age of the new inputed le less than the eseh -

value of this polley on me dele of change, we will rotund you the differenes,
( Any refund from ble change wR be applied fIret to me cost.cf he change,' Any

befence not used wlb be paulto you.

Premiums for in wR be beasJ on the rates ch ed forme plan as of me 1

date of leaue. wul be based on me new
age at the date of issue -

,

L and the risk n e the newinsured as ofhe ehengo,

The aret premium due for the new insured wil be fe/ me amount needed to par|

prerfeume from the date of change to the next premium qiue date. The frequency of|
premium payments wIl be se stated in the appilpation for change.:

Any loan and lean interest .on the poller wlN be sont!nued unless repaid on the 'date of '.
.

change. lf such loan 6xoosde the new cloh value,you must pay me difference as part
I

of me cost of sis change.
Any dividend scoumulations wlR remain on the poley. Tte face amount of any existing

,

paid up additions will be adjusted so mat the cash value wel remain the same as si the'!
.

-

date of change. i
'

Riders that we are leaving on the date of chance may be attached to the polley. This!
may be done enht upon your written requeel We wil reeutre proof that the new
Insured le insurabfe by our standards.

,

(. Premiums for euch ridere wEl be based upon rates eherged by us for the age of me
-

|newInsured on medate of change.
Suicide and incont6 stability periode in the Rey wfl beg in 90eln and run from the date

.

of change. For the purpose of determt the amount of 6ey EmblNty !'

premiums willIr. only those on-

under the Suicide Exclusion, the amount
4

as of me of -
and aher the date of changg. plus the eseh value of the gity of the poney wileennection with a contest of

g Any refurd oilersh'

! 2. the .mouni of any coh veive . of D. dais of changei end
;,

2. The amount of premiumn paid with Interest from the dets of sh4nge, |
';

The sotey di sentinue to be subject to any exiadng assignment,
[iq- I..
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8. PAYMENT OF POUCY BENEFITS -

, payment Peyment wE be made as provided on me lese pa04.

If a beneflolary entmed to proceeds dies ther the insured, and '
1. ne set 5ement option elected by you is in eNect, and.

i
<

, 3. the deoensed beneflotary has not chosen an option er requested the proceeds in !eash,

L his er her prooseds WII be paid as though he er she died before tie insured. !
'

interest en We wil pay interest on eingig aum proceeds frem the date of me ineured's death to the !preseeds date of payment. Interest wu_l be at an annual rate determined by us, but never less
than tie Guaranteed settlement Option rate.

ulottlement Optione (See Goedement Option Tables at the end of this eestion.) At theImatuetty of file peney, !
me proceeds may se placed under any of the fotowing options:,

Option A.Lifeincome.*

We wE pay equal monthly instalments as long as me payee gves.
Option B.LNeincome for Two Uves.

.We wE'osy instalments join to two named savees W be#t are i
Ivin whenthe to me p one payeeirill be nated2

'

- as p yee. In to continue so lone a me
payee g. N me primary . payee dies after instalihen;ts
instalments or instalments of 1/r or 8/8 (whlehever you elec en

g for this opUon) wel continue to the other payee durin0
-

or her

Option C income for Spoolflod Number of Years and Life thereafter.

We we pay tw3n instalments beginning on me effective date of the

for 5,10,a Bletime. years certain, as may be choosn,
option and continul 18 or 80
and a$er met durfag e payee

.

Option D. Life Ittoome Wim Ceeh PWfund.

We wm pay soual monthly instalments as long = es me payee Ives. W.the
payee dies before the total am
pay me differsnoe In one sum. ounta paid equal the proceeds applied, wei

, Option E. Instalments of a Speelfled Amount.
' '

We will p'ayinstalmente at dates and in amounto choesn by'f the proceeds,the payee with
our agoroval.We wlR conthue is m_ ehe'

with Werest, are paid. The final pa, payments untR 48 oment wiu not exceed me unpais;

; balwee.,

I Option F. heome for Spoolfled Number of Years...

We wit pay monthly Instalmente inning on me effective date of 9te-

! Option eu conunutng for a number of years, not to esosed 80
| years.

Option G. interest,,

W6 wR hold me proceeds on depoelt durint me myse's Rietime or for anyi
'

other period eclected with ou; esp'annu! Ihteres; may be soeumulated orrove<

received in monthly, quarterly, see al or annual payments, as mao

shoesn. interest begir's to acorus as of me, effective date of the option. y be
'

I Election- of prior to N maturtly of N pollo4, you may shoose a soldement option. After the
a sw 't endtled to receive o in one sum may choose en-

Settlement Options maturkyof me pollcy,benou, ben nt f n thei option er his or her If you have not ' done so. With our consent, an -
1 option maybe chosen for the eoao r payee.- .

I Foryou to chcoes an option, we must seceive wrfuen request et our Home Office.
; N the request le satisfactory lo us, we will a written agreement showing the
. (.' .
r ,

m due of iss.ue of = effadve de of memm.wnw.ey, or me este m ooren who is mawns a mesen. -
essa ya eiwied. The we be a des of me roovesipos
sonen m agr vwa me wow.i

; You may ahenge w revoke en opson durmg me medme of me insured.. .

!. -
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| ' payee A person who rueNes benefits under en option is a cayee, tsoept for a
cuardian.s payee must be a natural person receMne benente in his or her own t.
With our content, the payee may be e trustee, seel060s, corporation, or partnersh .

tettlement Option options. We may pay interest in excess of mis amount.We Ues 6 guaranteed effective annual rate of 4% in computing paymente under apuarenteed
i interest Rate;

Minimum Amoynte - The minimum amount that can be_ placed under an option and me minimum smount of
(for eseh payeeJ any paymente under an option wm be based on our rules at the time the option le to

become effective.
The required minimum amount to be placed under an option wRI never be more than
96,000, nor shall me minimum amount of any payment be est at more man 460 per
mont.

Life income Opi!sne LNe income Optiongective date. We haveg.oe sex and age nearest birmday on meare based on the
settlement 0ption e htto require satisfactory proo of age
and ses. lf age or sex has been incorrectly stated, the proper adjustment in payments
willbe made.We may also require proof mat me payee le living on any payment due
dele.

Death of Payee if a payee dies, any amount etfil peyeble under en option will be paid as hoy becomo
due to the survtving or next succeeding payee, if no designated seyee survives, any
amounto payable in one sum, or the commuted value af any unpaicfinatalmente, we be
paid in one sum to the estate of the last payee to die.

First Payment We win make the first payment under an option other man Option 0 as of me option
f- offec6ve date. We wlR pay interest under Option 0 at the and of each period selected
i, . i let payment.

mente Under No payee has the ht to make any change in the prevlolone of me atreement or to
Settlement optione receive the pro e in any manner other than mat stated in the aereement, unless

such fleht was reserved in the 40reement. The richt may be reserved to the payee to
withdraw all or part of any amount held under Op6one 0 and E. Including any interest,
or me commuted value.of any unpaid instalments under. Option F. We will not mehe
any paymenta in advance, nor commute instalments under any Rfe income option.
Under e partial withdrawal right, the number of withdrawals allowed per year and me
minimum amount of each wtedrawal shall be determined try our rules in effect at the
time of tne request for a partial withdrawal.

Beale of Commutation of instalments wul be et the effective annual rate of 4% compounded
Commutation annua #y.

Contingent Peyee The payee may name contingent pars, es, subject to any restrictions under a settlement
option chosen during the inaurste metime, under me renewing conditions:

1. If you arethepayee;or -

3. If me payee has the right to withdraw me entire amount under me potion, even
though contingent payees may have been previously named; or

8. If as any tirne after me insurers dest and during the option period no previously
named contingerd payeele tving.

| Deelonesons made by me payee under mese provleione be eh by the
. Such char'ges must be made by wettien request to us, wlB

tehe effect when we acompt them in wridne et our Home . At that .Se
contheent interest of any other person le terminated as of the date the payee signed
me request, whether er not me payee le living when we receive the request..,

L')
Estended ProvlelonsProvieleno Ibr settlement of raroesede different from those stated in mio polley may

only be made upon written agreement with us.

Company Liability We we be futy discharged by any pavmW we make when a written reeuset for an
alassen, change, or revocation was made era le received in our Home Offlos. -

7.08 /I $7 3, 0 H e' 8447.2%~ ,' '
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SETTLEMENT OPfl0N TABLE 8 CONTINUED
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l WAWER OF PRDJiUM BEN 8 PIT RIDER

If thle rider is Itstad on the PoDcy SpoolficAUone page it le a part of the poney. ILis subject to all of the
provisions of the policy whleh are not inconsistent with the provielone of this rider. Tne annual premium and
the premium paying period for this rider are shown on the Po!loy Specinoatione page.

Walver of If you fumleh us with due written proof that the insured le totally disabled as defined in' Premium Benefit this rider, we will walvo premium payments on this policy. The insure,d must have
become disabled after aos 8 and before age 86. The d!aablitty myot have continued
without interruption for afleast ein months. This rider must be in force. Premiums on
this polley win be walved as follows:

Disability Beginning Before Age 80. lf the Insurere disability begina before age 60, we
will wane premiums whleh were due during the six months of uninterrupted disability.
We will conUnbe to wahre premlume after that. However, the insured must continue to
be totally disabled.,

DisablINy Boolnning Between Ages 80 and 65. If me insured's disability begins on or
shar age 60 but before age 85 we will walve premiums whleh were due during me ela
months of uninterrupted cleabIlity. We will continue to wahre premiums ther Bat, but
no later than age 65. However, me Insured musi, continue to be totally d!eabled.

Definition of ' Age h* * age to,' and ' age 66* begin on theAge 6, Ase 60, insured e Beh,80th, and 06th litethdays, respectbety, policy annNorsanes nearest the
and Age 45

Total Olsability " Total Disability * means the complete inablitty of the Insured to pe.!orm all of the
substantial and material dulles of his regular occupation. Such disability must be the
result of an inlury or a alckness. The Ir@ry or alcknees must originate after mis rider( boosmo effective.

However, ther thle period of d has continued for 60 months, the Insured wlit be
conaldered to be totally disabled on if he le unable to perform all of the substantial
and materialduties of any occupatio for which he is reasonably fitted by educadon,
training or experience. Such disabliity must be the result of an injury or a alcknesa,

if ther this rider becomes effectNe you suffer the total and irrecover6ble lose of eight
in both eyes or of the use of both hande or both feet, or of one hand and one fo'ot,
thle wal be , considered total dleability as defined la this rider. On such a lose the
insured will still be conaldered disabled even though working at an occupation.

Resurrent Total it, whlie this Dolley is M force, the insured becomes disabled agala ther having beenDI6ebility totally disabled before, the new ditab#ity will be conaldered a continuation of the
previous period unleet:
1. It is due to an entirely different ceueel or
2. Theinsured has performed aR of the malartel and substan6al duties of a gainful

occupetion. These duties must be performed for a continuove period of 6 months
or more between such periode of total disability.

Riske Not We wlI not wane premiume under this rider W dlaablRty results from war or any act ofAssumed war while the insured le in the mnitary, naval or air forces o' eny cou.itry at war. We wlN
also v.et wane premiume if the ineured becomes dis &Ied while in a civ9 tan
non combatant unit serving with auch forces. " War * Inoloce undeclared war and
'any country" includes any intomational organtaation or combinWon of countries. '

Termination You may terminate thle rider es of any premlum due date. Te do this you must make a
'

proper wsmen request. If this rider is not already termitted it w01 hrminase en me..

date any of the following events ftrat ocoute:

1. When the insured attains age 85. This will be without praiudice to any benefits
31bnted for total disabellty coeurring before age 65; or

i

h7L 3 ,03 8.. Se e.
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,1 - 3. Theduedateof anypremium' Ste pe8cy er Ihle rider whleh remaine unpaid W
,. meand of me posey peos -i or

.

4. The date any guerenteed value option in the polley becomes effeepvet or 1
4. When me matures or terminates. N thle b an annuhy poRoy, me date jannuay aredue to compnenes;or..

6. The end of the premium payino period. With' respect to any other dder to whleh
thle benent appitse, me end of the premium paying parla4 let that rider.-.

We wls incur no Rebulty for mie O:? If atomisme for it are beyond lie termination !date. Any premiume paid beyond b ete will be retu with ocmpound interest et - 1e% per year. '
.

Nottee of Before we wolve any premium, we must receive et our Home Offles: -
Claim and Proof ,*

of Oleability -
=

1. Wdtten no6ee of ' beneRt during the Rfetime af me insured. This a

no#ce mus. A me eentinuance of total d embluty. This.nettee
sannetbesubmittedlaterman months aher a0088 of meinsured.

_ y
R. Written proof of total diesbWty within ela enenths aRar we receive wdnen nouce of

3

claim. In no event ehen thle proof be submitted later man me date when any of the -
following evente fitoccurs:

a. ' One year aber 69606 of the insured;
'

_

- b. Pdormaturity of me pogeyi
s. Surrender of SM poRoy for its het seeh valuet

d. g from me due dess of me first unpaid premium N any premium to in '

Pallure to give such notlee end proof within the Ome eBowed als not always invalidate
e claim. We will conalder me stelm If you

,file nonce and proof on time. However, show us that it wee not reasonably possible toyou must file notice and proof as soon as le1
reasonably poselble, in no event wm any premium be wePwed or refunded 8 lie due date !
was more man eno year before we rece'Ived nettee of etelm et our Home Offlee.

W. we e.gre no former proof of diesbay and we we em waive as f me,premiume -

-

.
,

.

1. The Insured le totally diesblad at eGe 86; and
8. Au premiume for at least me thre years preceding ese 65 have been walved.

Examination' We have the right to have the insured examined by our oppointed eneminer. We alsoot* the lasured have me rient to receive written proof of continuance of disability from the insured et
me followMg times:

1. After receipt of such notice of cialm;
2. At any time within two peers after we receive proof of total diesbRty;
8. Not more man once seeh year after the Bret two years.

We wB not wolve any further premiums W the insured refuses to be medleepy.

enemined. Nor WW we wolve further.premiume B proof of continuance of diesbWty le
notturnlehad when werequestR.

n

Insentestability We gennet conteet mis rider as to statements made h me appBoedon Ier tho' potey
after a perted of two years from me does of leave m

1. This dder shall have been in foros during the Ilfetime of the insured; and
3. The insured does not become totally dieebied within thle peded.

@ -

*
.
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. premium Benent rider.
.

o.oe,si p,.visione gej,,,gggur a,nounis ,ay.i. onder = p y = eame .e d <

veo meured vocomes d ied e,iodof u n,.p,.,* m mdefsun
we wil allow this Walver of prem v mo <lr-, default had not oseurred. However. '

'

ium seneR.es N
you wul be liable for the premium in defaut, atorest compounded at 4% per year we..
to charged on this premium.

This rider wu not affect the guaranteed values. Ioan velves. nor other values of the -
posey. # any. This rider dues not apply to any Insurance provided by any guaranteed
value options of N poiley.-

You may apply for reinstatement of this policy with or without this Mer. We have the -
rioht to decide whcor to anprove the reinstatement of Ble po8ey w'ith or without this
rt3w. W mis ridw is attachaTio en annuity poecy. me word "ineured is changed to the

.

word "annultant.' This benefit is not applicable sher annuity paymente have begun. !
,
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WNDORSEMENT.

;

The 'incontestabWty' provielen and 'Suloide Eaoluelon' of ele pday are amended at leeue to read as
follows: ',

insurecei ,or a his poney wW be infLtestable sher 11 has been i.n force d"""feuincontestat$ tty . T he Ufetime of me-

nonpayment of premiume. This is not appucable to any increassa coverage acces a WIEWu,cy.w ier
mumum penu o years from m.... . o.

'

'

Any increase in face amount made and/or any rider benefits added to ele y ws be inoontestable
after beine in force during the ufetime of the insured (s) for o ' maximum of two years from,me

. effectve d' te of such increased coverste, except for nonpayment of pra

Any rider benefits added to thle polloy sher he date of leeue wm also be tut @st to any addllionsi
condsono contained in me ridw's own incontestabety* provleien. .

Suloide Excluelon . If the insured commits suleide, whue sane or insane, within a ' maximum period of two
years from __ ItJL,, our payment for the polley wm be limited to:Au uae t.

'

the amount of premiume paid on the poNey; lese !
i i *!
1 I the amount of any outstanding polley loans;less
L J loan Interest to the date of dost1. )

This le not appilceble to any increased coverage added to mis poley,

if the insured commite suleide, whne sane or insane, within a ' maximum period of two years from the
data the face amount was incrossedl and/or the date that any fider benef ts were added to thle poNoy;-

our payment for auch increased oeverage wW be Imited to:( :
-

. .

'

I l the amount of premiums for suchincrease; lese
i i the amount of any ou ucyloansilese
1D loan Interest to me date of .

Any rider benefits added to thle poR after lie date of leeue wR also be sub 3ct to any additional
conditione contained in the rider's own 'leide Exelvelon. ,

This Sulcido Exclusion does not apply if the insured was a chinen of hGenourf et me time the soverste
took effoct; unless, me insured Intended suicide at that ilma !

Any amountmat we are Rable for under any of the conditions stated above wlR be paid as death claim

|
proceeds under me policy provisione governing such pr.yment.'-

. .

(' me incontestabRty and/or suleide excluelon period te lose man two years in me state in whleh your'

coveraSe became effective, such shorter pened wtI be appilosble to euch severa0s.

k% WYAJ s. _ A ? -'

m ._ _ A ._ _.- - -
SECRETARY PRESIDENT

() j
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'. sCDIFICATION
'

j

The madmum and current lean rates provided in the loans and reinstatement gevlelone of your policy are
modified as follows:

Leone The loan interest is charged ddy at a rate we set from eme to Vme. This rate wm never-

be more than the maximum permined by law. We wlN not change this rate more than
once a year on your pelley anniversary date.

;

We will tell you the current loan interest rate when a lean le made. We wlft also mar you
'

an advance nouse if there le to be a change in the. loan laterest rate applicable to any
exleting lean balance.

Reinstatement Any loen and lean interest due from the date of lapse must be paid or reinstated.
Compound interest to the date of reinstatement will be charged on any unpaid lean et
the loan interest rate which was in effect at the date of lapse and as changed from time*

to time up to the date of reinstatement,

gwp me wW be accumulated at 8% 'per year compounded annually to the

.
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reue servios of new nandeo .L
Floor 4

Alvarado Spasse, Masdoo.47102 -
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.

'
'

,

Flasnoial services, De.-
.

-

casha, untenda 6884 uits 30410250 megency s i
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- ass m1ver of contestability Prwisim of policies Zeeued thder 03her
.

Insurance Program for publie, Service Omgery of_New nemies
. ' !

Gentimens
.- a

(the facompany=), asung esemah ameL
usw unesana stunt use znsuranse the cagery,- het apsed to' issue and -
s. Igens, a Ady had agentof New Manico,-and PubMe Servies of.L dauver to puhus Service to purehees pursuant to .the: Se-'

Msw: Needeo (19ei') : has
Insuranos Program ("COMRep Program") presented to Mgt by Financial Mesheting% 3 is John'a.,Egens,'eartain individual ordinasy -

'

ansviens, 2ho moes p@(the *QCNRep poMey or mMoses')..lies insurance pouotes
er

es capany agrees to isms the camer sonoy on the use of one said
'

DIt or as afb 11sts of Bal covered ader te1DGet Progra
.

,

solares shan in renom1r assignes to the consag.

me campany assess to Penese not to sentitute a new insurea en each comes
. .

"

current 3r participating splages tes teeminates '

seHay la plass -of any: dea the.asw insuras chan he senacear ames to,

empsessent de not, gewi
.

serz

es amesay, sea stat the sentitution se a now insurea chan tein assordonne Wth the Car;esy's standest pseceouses for lessing new poliales
'

;
unear the counse zesuranse Psegros.'

that the eftmotive dets of aesh pe eben be es-date i

es ant signe8 by the proposed and-
the -is toagrees that the death benefits parende

by and between net ant.by the ,

Lgo splitpoonar Id Insurance
she11 he paid pursuant to the pation of Benefiolary Poen 214 is en
te e , ard in a Sogn setietectory to,the campesy. i
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'

So Company agrees to waive the "bbnoontestable After 1%D Years Provision' of.
.

all Comer P311oies issued on lives of employees of 3104 pursuant to the Caesp '

encept that the; Compargr seserves the< rs@t to confism that- the
'

was active 1;r at wask on a ibli time basis on the date of application; ,
r

'in the event of a e,ain.:

en Company agrees to waive 'suloide Mithin Two Years' peerision of the CCDenP
|-

solistes.-
agrees that the foregoing provisions of this letter constitutes

he company's wwlerstanding of the noministrative procedures to be sollowed .I

the r Icies issued moor the Camer Insurance Progra in the areas described
- =y

sor po1
by this letter.
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%. ew Englahd Mutual Life "'
L Insurance Contpany

Whole Life Policy-
_

* The Policy Proceeds are payaHe a: :he Jea:h of:he
Insured...

. msurance company (caneo tne company J. trw
- hich includes the attached Application,is the entire et . The Face Amount increases each year for a specihedf

between you and the Company. All Riders are listed in S period' !

1. No change in or waiver of the provisions of the Policy i . Premiums are payable to the Company for a j
* -i

unless the change or waiver is signed by the President - specified period.
Secretaryof theCompany. )

. The Policyparticipatesin Dividends. '

*ayments Under the Contract.: All contract avounts
41:rs of the United States of America. Payments by the Please Read YourPoliC7 Carefull7 '

. , . . . . . . . . . . . . .. ^"

This Policy is a legal contract between you and the
Company.

Ten DayRight to Return ThePolicy -
t

When this Policy is issued, you have 10 days after
you receive it from the Compa ny to examine it. Within

New En and Mutuallife those 10 days you can retum the Policy to the

Insurance CompanyAgrecs topay Company or its Agent for any reason. lf you do, the
Policy will be cancelled. Any premium paid h ill then .

| the Face Arnount of this Policy for the be refunded and the Policy will be void from the '

policy yearin which theInsured dies beginning.

. to the Beneficiary on receipt of proof of
' the death of the Insured; and toprovide

theotherrights andbenefits of the
Policy.

These agreements are subject to all the provisions of
.

the Poliev.

Signed on the Date ofIssue for-
the Companyatits Home Office.
301 Boylston 5treet. Boston, Massachusetts 02117.

a>
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PolicyProvisions AlphabeticalGuide
satsa Secties

. . Section( ) PolicySchedule 1,4 AgeofInsured 13,14 - WeIncomeOptions~

2 TableofValues 12 Assignmens _ 15 WeincomeTables3 TableofFaceAmounts 5 AutomaticPremium Payment 2.9 - 1.oans. Policy4 contract 12 Benendary 8 ' NetCashValue5 Pamiums 13 Benents.Paymentof 6 NonpaymentofPremiums6- NonpaymentofPremiums 2.8 - CashValue - 12 Owner ~- 7 Reinstatement Afterlapse. 11 ChangeofPlan 10 Paid Up Additions
'

8 CashValueofthePolicy 4 ClaimsofCreditors 2.6 - Pald UpInsurance

-

9 Policy Loans 4 Contestable
10 Dividends 14 PaymentOptions -

4 - Contract . 9 PolicyI.oanBalance11. ChangeofPlan 1,4 Dateofissue
5 J Pamiums-12 Ownerand Benenciary < 1,4 Date. Policy 7 _ Reinstatement13 Payment of Benefits

10 Dividend Accumulations IL Schedule, Policy14 PaymentOptions 10 Dividends
_ 4 Suicide15 ' WeincomeTables 3 Face Amounts.Tableof

..

8 Surrenderof the PolicyRiders.ifany 5 CracePeriod 2 Values.Tableof
-

- _ AmendmentsandEndorsements 6 LapseOpt>ons
CopyoftheAppikation-
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L Contract-

The Contract This Policy is a legal contract between the Cialms of Creditors. The Policy an ; payments under it wdl be
Owner of the Policy (called "you") and New England Mutual

exempt from the claims of creditors to the extent allowed by
Life Insurance Company (es"j "the Company"). The Policy, law.
which includes the attached Application. is the entire contract
between you and the Company. All Riders are listed in Section

Basis of Values. Reserves. Cash Values and net single pre.
1. No change in or waiver of the provtsions of the Policy is valid

miums are based on the Commissioners 1958 Standard Ordi.
-s

unless the change or waiver is signed by the President or the nary Mortality Table. Contmuous functions arc md. !nterest is
Secretaryof theCompany,

at the rate of 4%% per year compounded yearly. However, for
Paid.up Additions (see Section 10) a higher ra te ofinterest mayPayme.9s Under the Contract. All contract amounts are in
be used by the Company. Reserves are computed by the Com.

dollars of the United States of America. Payments by the Com.
missioners Reserve Valuation Method. The Cash Value of thepany under the contract will be made at the Home Office of the Policy will be equal to the full reserve no later than the end of '

Company. The obligations c( the Company are subject to all the tenth policy year or by the end of the period for which
payments made and actions taken by the Company under the premiums are payable illess than ten years. The Cash Value of
Policy before receipt by the Company at its Home Office of the Policy at any time within a policy year while premiums areproof of deathof theInsured.

being paid will refleet the lapse of time and the premiums paid.
A detailed statement of the method of computing values has -

Dates. Policy years. months and anniversaries are all measured been filed with the Insurance Department of the state in which
from the Policy Date. The contestable and suicide periods start the Policy it to be delivered. All values are equal to or are in
on the Date of issue. The Policy Date and the Date of Issue are

excess of the minimum values required by the law of that state.
both showninSection 1.

Not Contestable After Two Years insurance is issued by the
Company in reliance on the statements made in the Application
for the insurance. Those sta'ements are representations: they
are not warranties. No statement can be used to contest orI
rescind insurance or to defend against a claim unless contained
in the Application for the insurance.The insurance issued under
this Policy will not be contestable after it has been in force
during the life of the Insured for two years from the Date of
Issue.

Suicide Withla One Year. If the Insured dies by suicide '
'

within one year from the Date of Issue, the Face Amount will
not be paid. The policy proceeds will be limited to the amount
of the premiums paid. less any Policy 1.oan Balance on the date
of death, and less any dividends paid in cash or used in
reduction of premiums.

Age ofInsured.The age of the Insured on the Policy Date and
on policy anriversaries means the age at the nearest birthday
cf the Insured. Between anniversaries, age means age on the
last anniversary plus elapsed time. lf the .ge of the Insured has
not been correctly stated in the Application, the values and
benefits will be corrected to the amounts which the premiums
paid would have purchased for the correct age.

1203.s
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3. Premiums
..

Pa, ient. Premiurru ere your payments to the Company for if the unpaid premium is an annual or a semt. annual premium,
the Policy. Payments en be made at the Hame Office of the it will be paid in full,if possible. If the amount availaNe is not
Company or at any Agency of the Company. A receipt for sufficient to pay a prerruum to the next quarterly due date. no
' payment signed by the Secretary of the Company wsil be

premium will be paid. Loan interest will be charged on auto-furnished on request. The Policy will not be in force until the
matic Policy Loans from the due date of the premium. You canfust premiurnis paid, from time to time elect in wnting to use Dividend Accumda-
tions or 1.oan Values or both for this Option; or you can elect to

Am:unt and Frequency. Annual premiums for the Policy and cancelthis Option.
for'any Riders are shown in Secnon 1. Payment can be semi.

. annual or quarterly or can be at any other frequency agreed to
Premium Adjustment At Death. The pro rata pomon of anyby the Company. Payment is due in advance on the first day of premium paid for a penod beyond the date of death will be

each payment penod. starting on the Policy Date. No premium
added to the policy proceeds. This adjustment does not apply towill be due or payable for any period after the death of the Paid.Upinsurance.

>

Insured.
If the insured dies dunng the grace period of an unpaid

.

premium, a pro rata premium to tha date of death will be
Crace Period. There is a grace period of 31 days in which to deducted from the policy proceeds,
pay a premium, without interest, after its due date. The insur-
a nce remains in force during the grace period..

Optirn foe Automatic Premium Payment from Dividend
Accumulations and By Policy 1.oans. If this Option has been
elected in writing, and if a premium is not paid by the end ofits
grace period, a premium will be paid automatically to the next
quarterlydue date:

,rNr. by using any Dividend Accumulations (see Section 10);
(

Second, by using any available Loan Value of the Policy (see
Seenon 9).

' '

.
.

.
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. 6.1Non.nmentofPremiums

pse of Policy. Any premium which is not paid by .ts due _
l

uate is in default, if it remains unpaid at the end of its 31. day
grace period and is not paid automatically under the Option in --!

Seenon 5.the Policy willlapse. |
;

Lapse Option. If the Policy lapses because a premium is not
paid, any Net Cash _Value of the Policy will be used to continue

the Policy in force as Paid Up insurance. Any Riders will lapse
unless otherwise stated in the Rider. Any Dividend Accumula-
tions. Paid.Up Additions and Policy Loan Balance will termi-

- nate when the Net Cash Value is used for this purpose, ,

i

t

Fald Up Insurance Option. Paid Up Insurance is permanent
' life insurance with no further premiums due, it has increasing ?
Cash Values and Loan Values and shares in dividends. The

- amount of Paid Up Insurance is payable at the death of the - !
' Insured,

{
Paid Up Imurance will be provided by using the Net Cash a

Value of the Policy as a_ net single premium at the age of the- -i
Insured on the due date of the premium in default. The Table

cf Values (Section 2)ahows samples of the amount of Paid Up
.

'I

Insurance which tbt Ca:h Value could provide.

.

.

.
.

.

.

1

'

!
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9. ReinstatementAfterLapse
.

: Rennstatement Within 62 Days. If the Policylapses because a ' Limitations on Reinstatement. The Policy and Riders cannot
'

premium remains unpaid at the end of its grace penod, the be reinsated. except with the consent of the Company:
,

Policy and Riders can be remstated by payment of the premium . If more than seven years have passed since the due date of the
L within 62 days aher its due date, but only if the Insured is living premiumin default;or

| at the time of payment. (See Urnitations on Reinstatement , if the Policy has been sunendered for its Net Cash Value. (See

l bel w.) Section 8.)

| Reinstatement at a Later Time. The Policy and Riders can be Any Rider which provides life or disability insurance on a

| reinstated at any later time.(See Umitations on Reinstatement Person other than the Insured can be reinstated only as stated m
the Rider.'

bel:w.) Reinstatement wi!! then be subject to:

* Applicationtoreinstate:and
. Proof that theInsured is theninsurable;and

. Payment, while the Insured is living, of each ur aid pre-
mium, plus interest at the rate of 6% per year compounded
yearly;and

* Paymsnt or reinstatement of any Policy Loan Balance on the
due date of the premium in default, plus the interest that
wculd have accrued if the Polley had not lapsed.

Policy Loans may have been made while the Policy is in force as
Paid Up Insurance. (See Section 6.)lf the Loans are not repaid,
they will continue in force after the Policy is reinstated.

Upon reinstatem-nt the Policy will be credited with any
aeditional dividends .vhich would have been credited if the
Pe"g had not lapsed. Any Paid Up Additions and Dividend
i mulations at the time oflapse will also be reinstated.

;

|

|
- -

; ,

,

4
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MCash ValueofthePolicy

ii f'rnader of the Policy, You can surrender the Policy for its
.'.et Cash Value at any time by notice to the Company in ,

_

writing. Upon surrender, the Pohcy will terminate.' The Net |
Cash Value wdl be paid to you in one sum. unless you elect in :

4

writing to apply all or part of the Value to any Payment Option.
(See Paymer.t of Benehts. Section 13.) '

The Company can postpone payment of the Net Cash Value !

- for not more than six months after surrender. If payment is :
_ postponed for more than 30 days it will be credited with interest

from the date of surnnder. The rate of interest will be deter.
mined each year by the Company; but the rate will not be less
than3%% peryear.

Net Cash Value. The Net Cash Value of the Policy is equal to:- '

o TheCash Valueof the Policy;.
PLUS

* The Cash Value of any Paid.Up Additions:
PLUS

o AnyDividend Accumulationsandunpaiddividends;
L155

+ Any Policy Loan Balance.

Cash Value. The Table of Values (Section 2) shows samples vf
th2 Cash Value of the Policy at various dates, assuming that all j
premiums due have been paid. Values at other dates will be

(.ouoted by the Company on. request. The Cash Value of the i

* icy is not increased by the Cash Value of any Rider, unless
wated in the Rider. For 90 days after the due date of a premium
in default the Cash Value of the Policy will not be kss than on
th? due date.

The Cash Value of Paid.Up Insurance (including Paid.Up
Additions)is equal to the net sin 8' Premium which would be1

required to pmvide the insurance at the age of the Insured on J, .

the date of the valuation. For 31 days aber each policy anniver. i

sary, the Cash Value wdl not be less than on the aNversary. :i
j

i'
i

!

.
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[PolibyLoans

J 'o' P Loans. You can borrow all or pa of the Loan Value of The loan interest rate set each year will not esceed the greater
hei olicy from time to time by wntten application to the of:
:ompany. Policy Loans are made on the sole secunty of the . The Published Monthly Average for the secund calendar_

1

' obey. The amount available to be borrowed at any time is
month before the date on which the rate is set: and

'

qiaal to the loan Value less any Policy Loan Balance at that
ime. Pobey Loans may be charged automatically against the . The rate per year used to compute the Cash Values of this

otey to pay premiums. (See Option for Autornatic Premium
Policy plusone percent.

in no event wdl the loan interest rate be greater than allowed by

can postpone the making of any Policy Loan law. " Published Monthly Average" means "The Moody's Cor"- j
or not more than six months from the day 'vou' apply, except p rate B nd Yield Average-Monthly AverageCorporates',as
.oens to pay premiums on policies issued by the Company. Published by Moody's investors Service, Inc.: or an average that

is similar in substance and which is approved by the insurance
-

.een Value. The Loan Value of the Policy is the amount which Department of the state in which this Policy is delivered.

> vish loan interest will equal the Cash Value of the Policy and of **"I" " * ''''*
ny Paid Up Additions on the next loan interest due date or on * May be increased when the maximum allowed rate is at least
he wat premium due date, whichever is the smaller amount. one half of one percent Greater than the rate then in use:

>uring the grace period of an unpaid premium, the "next~ . Will be decreased when the maximum allowed rate is at least )
remium due date means the due date of the unpaid premium, one half of one percent less than the rate then in use.
The Table of Values (Section 2) shows samples of the Loan

/akar of the Policy at various dates, assuming all premiums due Repayment of Loans. Policy Loans may be repaid to the Com- |iare been paid. Pany at any time in whole or in part. A Policy Loan is a charge '

against the Policy. 'the proceeds of the Policy will be re duced by
_

nereest on Loans; Policy Loan Balance. Policy Loans bear any Policy Loan Balance on the date of death of the Insured. If
nereest at an adjustable rate as allowed by law. Interest the Policy Loan Salance at any time exceeds the Cash Value of
iccnses daily. The Policy Loan Balance at any time means the Policy and of any Paid Up Additions, the Company wdl
'olW. Loans outstanding plus interest accrued to date. Loan mau a notice to you and to any assignee. The notice wC1 be
nl e is due each year on the annual premium anniversary mailed to the addresses on record with the Company, if the
ia:E Loan interest not paid when due will be added to the - excess amount is not paid to the Company within 31 days after
.oan. The loan interest rate will be set by the Company once a malling of the notice. the Policy w0llapse without value. Any
ear, in advance, on the annual premium anniversary. Dividend Accumulations will then be paid to you.
When a Policy Loan is made you wul be informed in writing

if the annualloaninterest rate applicable until your next annual Policy Loans Affect Dividends. Policy Loans on this Policy
>tomium anniversary. While there is a Loar Balance, you will will affect the amount of dividends for the Policy. (See Section

.

v gim advance notice, in writing, of any change in the loan 103 '

nterest rate which will be effective on your next annual pre-
4

'

uum anniversary.

.

k

420s.s .
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| '10. " Dividends

'71vidends. The Policy will share in the divisible surplus of the
Election of Dividend Option. You can change the elecnon of .

Jompany. The share. if any, to be apportioned to the Policy wul
be determined each year by the Corepany and credited to the the Disidend Opoon from time to time by noece to the Com. !

Policy as a dnidend. Each dividend for the Policy will be pany in writing. lf no election is made, Option "C" will be used.

affected by the average Poucy Loan Balance on the Policy. The Dividend at Death. A pro rata portion of the dividend for the
dividend date wiu be the annual premium anniversary date

year in whkh the insured dies will be added to the policyeach year.
Proceeds unless the Insured dies in the first pelq Far.

,

Dividend Options. You can elect to have dividends appued
underany one of these Opcons:
"A" Paid toyou in cash:

'8" Used in reduction ofpremiums:

"C" Used to provide Paid Up Additions; or
"D" Held by the Comnany as Dividend Accumulations.

!

Pald Up Additions. Under Option "C" each dividend will be
used as a net single premium at the Insured's age on the
dividend date to provide additional Paid Up Insurance (called
" Paid Up Additions"). Paid Up Insurance is permanent life
insurance for a level amount with no further premiums due. it
has increasing Cash Values and Loan Values and shares in
dividends.The amount of any Paid Up Additionsin force at the
death of the Insured will be added to the policy proceeds.

Dividend Accumulations. Under Option "D" the Company
z vill hold the dhidends at interest (caDed " Dividend Accumula-

ons"). The rate of interest wiu be determined by the Company
each year; but the rate wiu not be less than 3%% per year
compounded yearly. You can withdraw Dividend Accumula.

urns in cash at any time. They may be used automatically to pay
premiums. (See Option for Automatic Premium Payment in
Section 5.) Any balance of Dividend Accumulations at the death - '

e f the Insured will be added to the policy proceeds. !
- '

'

;
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.,1,: Change ofPlan
12. OwnerandBeneficiary )

1

C".3ge of Flan. You can exchange this Policy,1(it has not
la, d, for a pobey on another plan of insurance. The new Owner. The Owner of the Tc.~ eyis narr.ed in the App!.: cation
policywulbeissued: (See copy attached.) However, the Owner can be changed from

3

time to time. The new Owner wul succeed to aU of the nghts of!. . On any plan of Whole Ufe or Endowment insurance with a
the Owner, including the right (? make a further change ofhvellace amount issued by the Company on the Policy Date: I

Owner. At the death of the Owner, his or her estate wtll be the
* With the same Face Amount as this Policy in the year of the Owner, unless a successor Owner has been named. In this )

exchange; Policy "you" means the Owner, whether the Owner is an
* With the same Insured, Age, Poucy Date, and underwriting individual, a partnership, a corporation, a 6duciary or any other

.

citss as this Polky; legal entity. The rights of the Owner wUl terminate at the death,

* On a policy form and at premium rates in use by the Company of the insured, except for Payment of Benehts. (See Seenon 13.)
on thePoucyDate;and

* Subject to any assignments and Policy loans on this Policy, Bene 6ciary. The Benenciary is named in the Application. (See

any limitations on this Poucy stated in Riders, and any cost or copy attached.) However, the Benenciary can be changed from

creditdescribed below, time to time before the death of the Insured. The Bene 6ciary has
no rights in the Policy untU the death of the insured. An

Proof of insurability will not be required unless the term of
individual must survive the lasured to qualify as Benenciary. lf

insurance will be loriger, or the Cash Value or poucy reserve wUl none survives, the proceeds will be paid to the Owner. The
. be smauer, than (or this Poucy. Benefits provided by Rider wUl

Beneficiary can also be a corporation, a permership, a fiduciary

'

be available on the new poucy only with the consent of the oranyotherlegalentity.
Company.

Change of Owner or BeneSciary. A change of Owner or
Change Cost or Credit. If the new policy has a larger Cash Benenciary must be in written form satisfactory to the Com.

! - Value on the date of change than this Poucy, or if the total pany, and must be dated and signed by the Owner who is
| premiums from the Foucy Date to the date of change would be making the change. The change will be subint to all payments

larger (or the new policy than for this Policy, the cha,ge will be made and actions taken by the Company under the Poucy
subiect to a change cost payable to the Company. The cost will before the signed change form is received by the Company at its
bg' .largerof: HomeOf6ce.
* 103%of anyincreaseintheCashValue;and,

* Any increase in the total premiums to date, with interest from Assignm nts. An absolute assignment of the Pouey by the
the due date of each premiur 't the rate of 6% per year Ownw is a change of Owner and Beneficiary to the assigna. A
compoundedyearly. collateral assignment of the Policy by the Owner is not a change

if the new poucy has neither a lager Cash Value nor larger total of Owner or peneficiary; but their rights wiu be subject to the
,

M N assi Ass es will be subiwt to au
,

|- premiums to date, there may be a change credit payable to you.

| ThecreditwiUbethesmaUnd
payments made and actions take.. g .. Company before a
signed copy of the assignment form is received by the Company* Anydecreasein the Cash Value;and
at its Home Office. The Company will not be responsible fo'r -

. Any decrease in the total premiums to date. detemuning whether or not an assignment is valid. i
in computing the cost or credit, premiums will be adjusted to
redect dividends, without regard to how dividends were used.

. Any Poucy 1.oan Balance in excess of the Loan Value of the new
[ pobey must be repaxi to the Company at the time o(change.

i.

!~
<

I .1-
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| 13. PaymentofBenefits
-

l
c ,

L .sesignation of Owner and Beneficiary. A numbered Payment. The policy proceeds will be paid in one sum. unless
! sequence can k used to name successive Owners or Benenci- you elect to apply all or part of the proceeds to any Payment -

anes. Co.Benefmaries will receive equal shares unless other. Option. (See Section it) The Company will pay interest on
wise stated. the proceeds from the date they become payable to the date of

| In naming Owrers or Benenciaries,unless otherwise stated: payment in one sum, or to the Option Date. The rate of interest
s

t * " Child" includes an adopted or posthumous child; will be determined each year by the Company; but the rate on -
{

! " Provision for inue" means that if a Benenciary does not death and maturity proceeds wili not be less than that raquired*
|

survive the Insured, the share of that Benenciary will be taken by law and the rate on other proceeds will not be less than '

by his or her Imng luue by right of representadon; and 3%% per year.

* A family relation such as " wife." " husband." or " child"
means the relation to theInsured. Eledon d Payment OpHon@pdon Date. h election of a

Payment Option and the naming of the Payee must be m,
At the time for payment of benents the Cornpany can rely on an written form satisfactory to the Company. You can make or
affic.avit of any Owner or other responsible person to determin* change or revoke the election from time to time before the death
family relations or members of a class.

M tM Insured. 'I'M W Date is tM dfwdve dam M h
,

Payment Option, as stated in the election.

Payee. A Payee is any individual, corporation. parme ship. ,

nduciary or any other legal entity entitled to receive payment in
onesum orundera Payment opdon.

Election By Payees, any p ocwds payable in one sum at the
death of the Insured, ce upon surrender of the Pobey, can be
applied to any Payment Opdon at the election of the Payee.

>

Further, subject to the consent of the Company, any Payee who,

(,, is endtled to receive procwds in one sum at the expiration of a
Payment Option, or at the death of a prior Payee, or upon
withdrawal of the proceeds, can elect to apply the proceeds to a
Payment Option.

|

Rights of Payees. In the election of a Payment Option the right'

cah be given to the Payee:

* To withdraw principal and interest under the Fourth or Fihh ;

Option;or

* To withdraw the commuted value of payments cenain under
. the First.Second.or Sixth Opoon.

Payments under the Life Income Options cannot be commuted,
except for payments certain. No Payee can assign, anticipate,
commute or withdraw the payments'under any Payment
Option, unless the right is reserved in the election of the Option.

Limitations. Amounts less than $2,000 can be applied to a
Payment Option only with the consent of the Company. If
instalments under an Opdon are less than $20, the Company
can change the interval of payment to 3 or 6 or 12 months in
order to increase each payment to at least $20.

1203 8

'' K N(f,% i& X.'.' .';[M , _f ^~QH2. ? - 2.f .M. 9 . Q - [~ ' y : ^ C y' 2.h:e[i'
':). 'h' ' . :Q.s ; * ':'' . . . b rj> '

.

f.?; M.Qh-D.5 +.h ::
pr ! i;' . H - ,. ', L': 8 ;.i '' ' 'y... . .

a' . n .a. x . ?. 4,., ;, / . 7 ..n.. L. y - * _ _ a .7 t ... .- e

C (fCf ' t '. q| f,'Q- ;[:4 '3,;.p]p K % ., n*. ' N :::% ..'LY--||]|Ff $ j.Yj \|J',LN){|:h. m .G Qh.

.gf, 5' ': 7M 3 rICj . 4 .' - y- ;af" f,"k ,.N; 9, , . r. ? > . J ' .f YQ*..

0 , jm'I .o .s . ,. a'- . n'',n. .c=. # ' x .
.. 7/ ' '' y'

, .. e ~
3 -.u

, . NJ . . g .f *O*^ h &a.Lf f.g'. JJ*% : W Y, '~I ' . - . , % V ', c*,, . : g .h|;e,Q $:y;% ;'.9., ;;.&| L '% y. W. : p.[ f T.x: ''s.--?,s ':.+ .- r Q Gt; & ..?f y';^'.,p y
: ' .-*.. vv '

: .c % , -1 -J . .. L ' E s .'' ^ '- | | ~ ;' L ? , L
'. - A"

Th < A ' 2 J*yl : %qD- -er.

f,n n

,.~.A
- -- - *T & ~ ~ ~' ~ ~-; . .a,. - . . . - . < -



,
_

1. .

!.- .

'

14. PaymentOptions-

[ Income options. Life income Options a.e based on the Payment Options. You can elect to have all or part of the
age of the Payee on the Payee's birthday nearest the Option policy proceeds applied to provide payments under any one of
Date. The Company will require proof of age. The Life income the fouowing Options, subject to Section 13, Payment of Bene.
payments will be based on the rates shown in the Life income fits:
Tables (Section 15) or on the Payment Opnon rates of the

!
Ccmpany on the Option Date, whichever rates are more fa vor. First Option: Income for a Speci8ed Number of Years. The !able to the Payee. If the rates at a given age are the same for Company will make equal monthly payments which wiu y
different penods certain, the longest period certain will be include both principal and interest. Payments will begin on the i

t desmed to have been elected. Option D tte and will contmue for the number of years elected. '

which ma / not be more than 30. Interest is at the rate of 3%%
Purchase of increased We income Bene 6ts. On the Option per year ;ompounded yearly. Additional interest paid by the
Date a or,e sum purchase payment can be made to the Com- Compny for any year will be added to the monthly payments
pony to add to the proceeds being applied to any We income fo .natyear. .'

option. The porton of We Income payments purchased in this Guaranteed monthly payments per $1,000 of proceeds
way will be based on the nonparecipating Payment Option a pplied to the First option ate shown below:
rates cf the Company on the Opoon Date, which may not be the
rates shown in the We Income Tables (Section 15). The pur. um6, u..,6n u. e

__

chise payment will be limited to the Company's published */ Y<m *I Yem e/ Yrm
maximum for single premium immediate annuities on the
Option Date. A portion of the purchase payment may be used | N N U 8j y'
by the Company to pay premium taxes on the purchase pay. 3 2e.le is 7.e4 23 s.24
ment. 4 22.27 14 7.4e 24 5.09.

$ 18 12 IS - 7.10 25 4 e6
6 15.35 le 6.76 26 4.s4Death of Payee. Amounts to be paid after the death of a Payee 7 13.as 17 6.47 27 4.73

under a Payment Option will be paid as due to the surviving or s 1830 is 6.20 2s 4.63

t' succeeding Payee. If no Payee survives, amounts to be paid j 3@ $ $ $ 4j
in one sum, or the commuted value of any unpaid payments
certain, will be paid in one sum to the estate cf he last Payee to '

t

die if a Payee under a We Income Option b within 30 days Second Option: 1.lfe Income. The Company will make equal
after the Opuon Date, the amount applied to the Option, less monthly payments. Payments will begin on the Option Date
any payments made, will be paid in one sum, unless a Payment andwub:ontinue:
Optioniselected. * *

Dunng the life of the Payee. with no further payment after the.

death of the Payee, caUed "Ll!r income, No Refund"; or
Ccmmutation Rate. The interest rate used to compute the h life of h Pa but fm at least M m m

,

commuted value of any unpa:d payments certain:
..We income,10 Years Certain";or

* Under the First Option will be 3 % % per year: and
During the life of h Pam but for a le 20 m &*

* Under the We Income Options wiU be the rate used by the "We Income,20 Years Certain."
Company in computing the amount of the monthly pay.
ments.

I
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- i hted Option: Life income with Refund. The Company wul
Slath Option: Life laceme for Two ijves. The Company willmake equal monthly payments. Payments w0l begin on the
make equal monthly payments. Peyments wtll begin on theOpoon Date and will continue during the life of the Payee. AtOpnon Date and willcontinue:

the death of the Payee,if the total of the payments made is less
than the total proceeds applied to the Option, then: . While either of two Payees is 1:ving, called " Joint and Survivor

ufeincome";or
* The difference wul be paid in one sum. called "ufe Income.

Cash Refund";or - . While either of two Payees s living, but for at least 10 years. !
* The equal monthly payments wQl continue until the total called " Joint and Survivor 1.h e income,10 Years Certam": or

payments are equal to the total proceeds applied to the * Whue rwo Payees are living, .nd after the death of one Payee.
Opoon. called "Elle Income. Instalment Refund." two. thirds of the monthly amount whde the other Payee is !

hving, caDed " Joint and 2/3 to Survivor life income." '

Tsurth Option:laterest. The Company will hold the proceeds s

at interest during the life of the Payee ce for any other period '

agreed toby the Company. interest on the proceeds:

* Will be paid each month to the Payee beginning one month
afterthe Opcon Date;or .

* Wul be added to the principal amount each year and eam
interest.

At the death of the Payee, or at the end of the period agreed to,
the balance of pnncipal and any accrued interest will be paid in
ono sum. The rate of interest will be determined each year by
the Company; but will not be less than 3% % per year.

?'% Option: Speci8ed Amount of Income. The Company
8., .1 make equal monthly paymens which will include both

principal and interest. Payments will be in the amount elected.
Payments may be quarterly or at any other frequency elected,
and payments may be in variable amounts, all subject to the
consent of the Company. Payments will continue untu the ,

balcnce is fuDy paid out. At the death of the Payee any unpaid
balcace and accrued interest will be paid in one sum. The rate of

.

interest will be detemuned each year by the Company; but the ,

rate will not be less than 3%% per year. Interest will be added
each year to the petnapal and will eam in terest.

1

.
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15. LifeIncomeTables Aviv No WhmL at hm . Cnh instalmen
heat - Rehad Costela Certain Rehnd Rehng,

JLI ~ .ncome Tables. Cuaranteed monthly payments per . ,,s p .,i ge p o: o i7 g 4;
-

,51,000.cf amounts applied to the Life income Options are ** 5.7* 4M S on - 3 2n 5 35

shown below:- a7 5 ': 83 5 15 - 33* '#
aa * in . t w7 s.:i 5 si a se

- M b.3 . 6 02 . 2Y t n) -4 . 724

Secsad and Third Options: Life income 70 6a 6 ir 3.33' he, 4 as
71 A 70 A.33 5.34 5 99 6 n)

' Aer of No 10 Yem 20 Yem Cah Instalment 72 . n v2 e 4g 4 43 6 (W 6 16 .
here Rehnd Certain Certain ReNad ReN ad 73 7.3; aa 5 4n . a to 33;,.

'

74 70 6M 4 52 hN n ae
1.4 ' - $11* $318 5119 5.1 18 5119 .g

. .I . P2 $ se . a .a., . n n., '|*' ,

- 16 3 :1 3 20 3 20 3 19 1 20 !.A 8 02 < .3 SM AM n un'gy 3 3 3;g 3' g 12
s1 77 8" 73" 5 a3 * *7 7 0a-18 35- 5 3 23 34

3'243 3.24 35 35 h "* '

11 33 n7 1

30 -3.26 3 26 3.3 3.3 3 :s - I" ' ## * E'* - I d' I ~4 'Il 21 - 3.3 3.27 3 27 3.26 - 3 26 " "U " 7I I#3 M-22 129 ' 3.24 3 2A 3 28 3 28'
M2 10.36 8.2A 513 ~7 e4 x 2523 3.11 3.30 3~30 3 29 1 29
M3 10 44 AAS 513 # 21 4 5324 3.32 3.32 3.31 3.31 3.31 N. 11.M 8 42 SJ4 4 50 u s)

25 3.M 3M 3.33 3.32 13.1 att 11.g6 p yy 515 nJs. 9 14 I

26 3D 3 36 3.15 AM 3 35
3 3.1B - 3 37 3.9 3M 3.M * ind under f and over i.

'28 3.4o 3.N 1M 3 38 1 38
29 3 42 3.41 3 41 3 40 1 40

30 3 44 3.44 3.43 3 42 1 42 Sixth Option: Life income forTwo Lives
31 3 46 3# 3 45 3 44 3 44

{32 34* 3 4A 3 47 3 46 - 3.47 Aw d Oar - Ayrdother hver
33 3.51- 3.51 1 50 1 49 3 49 hwr .U - en 63 in 73 .

M 3 34 3.53 3.52 3.51 152 !

( 35 3% 3% 3 35 1N 1N Joint and Svevivor
i e 16 3 39 3.58 3.58 3.M 1 57 45 54 04 H.17 54 28 54 37 9 43I- 7 3 n2 3 e: 1 en 15e 3M M L17 4.16 4 53 4.e4 4Je
'

*
'

3A 3.,v. 1 c5 3 63 le2 3 63 65 4.3 4.53 - LN . 5 02 5.22 i
39 3 e* 3 69 3 67 3.65 3 ea 70 4 37' LM 5.02 5 3m 5ft

'

3 M- LN. 5:2 511 6:2 ;40 313 312 3 70 3 68 36,, " #dI # 5'37 I '' 6 68t 41 3 76 316 373 311 312
i 42 3 po 3J9 317 3 75 316

43 3 A4 3N 3 80 3R 319 Joint and Survivor,10 fem cenain
55 $3.Sh HW W.20 $4.36 54 4244 3 Se .3 88 3.M 3 82 3 83,

60 - 4 0* - IN 4 44 4 se 4-45 3 83 3 42 3 AR 3 86 3 87 33 4,jo 4,4, - 4 no 4 og gy. ju 3 al 3 97 1 02 3 40 3 *1 7n 4.y 4.59 ei - 5 ** i no .

4 '0* $(5., - U 1
47 4 03 4 02 3 87 1 44 3 e6 75 4 42 417 t
48 4 De 4 07 4 01 3 we - 4 00 yo a in ; 4.g3 .i''33 , ;g41 4.14 4 12 4 Oa 4 03 4 05 * * *

50 ( 20 4 18 4.11 4 08 4 10 Joint and 2'3 to Survivor
t1 4.:n 4 23 4.16 - 4.13 4.15 45 H.37 54 % ~ HJ6 54 ** st. 352 4 32 4 30 4.21 4.19 4.21 M 4M 4JR 5 02 5 30 * $953 (Je 4 3A 4 26 4.24 4.3 n5 436 5.0 5.33 5 67 6 03N 4.4 4 43 4.32 4 30 4.33 70 4.98 5.30 ' 5 67 a 10 n.5* !

~ 55 4 54 4.5n ( 37 4.% 4.3, 75 5.23 5.59 6.03 69 7.18
% 4 62 4.54 4 43 4.43 4.g A0 $# $m 6.41 7.06- ? 54
57 4fD in5 4.49 4 49 153 ;

58 439 414 4.56 4.57 ( 60 hymeents he other exts asil N gewent ly ter C.anpeny on erges ,'
59 -4 99 4.83 4 62 LH 4.M,

,

en 4.we 4.92 4 6a 4 12 436 The rates shown above are based on an interest rate of 3% jM 5.so 5 02 ( 75 4.no 4.85 per year; and on mortality: using a 60/40 matelfemale "

U [.fs N ['nn I fas weighting; based on the Individual Annuitant Mortality !q
..

!
L

Table for 1983; and with projection on Scale C to the year i
M 5.47 - 5.35 4.95 5.07 5.13

- 2000 and then on Scale 8 Modified to year 2010, i
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LWhs!2LifePolicy,.
_ ,.f * The Pdiev Prmvd< are pavaHeat the death cf the

incursd.
,,...-,........:..................,....:..

, .

'
penal.-

Premium are payaHe to the Company for a
>peaned penod.

The Poiicy participates in Dividends.

NoticeofAnnualMeeting
andVotingPn'vilege

The Ownerof this Policy,byvirtue of '

thePolicy,isa Memberof New
England Mutual LifeInsurance .
Company and can vote; either in person .
or by proxy, at all meetings of Members '
of the Company. AnnualMeetings are
held at the Home Office of the
Company on the third Wednesdayin

e . March each year at eleven o' clock A.M.
.-

New England Mutual Life Insurance Company.-
501 Boylston Street, Boston,-
Massachusetts 02117
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Rider: LevelTermInsurance

The Company agrees that if the Insured dies while this
Exchange Option. The Owner may exchange this Rider

.

- Rider is in force, the policy proceeds wiu be inaeased by for a new policy. The new policy will be issued:
,

'

the amount of Level Term Insurance shown in the Policy
Schedule. (See Section 1 of the Poucy.) This agreement is * Without proof ofinsurability;

(
subject to the fonowing provisions. * With a Pace Amount equal to the amount of term in. I

sura - An provided by this Rider;L i

Premiums For This Rider. Premiums for this Rider are " * * * * "" "" '" "8 * ** *
*

' due with the premiums for the Policy. The annual pre- gg it
'

mjums for the Rider are shown in the Policy Schedule. No * On any plan of Whole Life or Endowment insurance,
premium wiB be due or payable for the Rider for any with a tevel face amount, issued by the Company on the jperiod after the death of theInsured or the termination of Policy Date of the new policy;.
th2 Rider.

* On a policy form and at premium rates in use by the 1

Date of lasse. -- The Date ofissue of this Rider is the same
Company on the Policy Date of the new policy; i

as the Date of Issue of the Policy unless a different Date of * Subject to any assignments and limitations to which
this Rider is subject and to the exchange cost described

,

Jesue is shown for the Riderin the Policy Schedule. Rider below;andf ,

7 ears will coincide with policy years. If this Rider is issued !

! cit:r the Date of Issue of the Policy, the Srst rider year wiu * As either an " Original Date Exchange" or a " Current

begin on the policy anniversary on or next foHowing the Date Exchange," at the election of the Owner.: l
Date of Issue of the Rider. The term insurance provided by

'

this Rider wiB be in force from the Date of Issue of the Rider.Original Date Exchange: . The new policy wiU have a
Policy Date and Age oflasured as of the date the Srst rider

' Not Contestable After Two Years. The Company wiD not ' year began. The exchange cost will be the larger of:

c:ntest or rescind this Rider afterit has been in force during * 2% of the reseve for me new policy; or
'

'

th? I the Insured for two years from the Date of Issue - *hW ms e dak for Mw W h h
total premiums for the Rider from the Poucy Date of the*

new policy to the date of exchange, with interest at the
Suicide Withim '!Wo Years. If the Insured dies by suicide rate of 65 per year compounded yearly. In computing '
within two years from the Date of 1ssue of this Rider, the ** C08t, Premiums will be adjusted to reflect divider.os,
amount of 1.evel Term insurance wiD not be paid. The without regard to how dividends were used.

-

amount payable under the Rider wiu be limited to the
premiums paid for the Rider. Current Date Exchange The new policy wiu have a

current Policy Date and Age of Insured. The exchange is '

C ntract. A copy of the application for '."s Rider is subject to payment of the Srst premium for the new policy.
attached to and made a part of the Rider. Ms Rider is ;,

made a part of the Policy to which it is attached if the Rider -|
is listed in the Policy Schedule. This Rider has no cash
value. j

!
,
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Exchange With Walver of Pnalues Rider. -If this Policy
has a rider for Waiver of Pamiums for disability, the new -

.

,

1
policy can have a similar Walver of Pr miums rider, but
(nly if: -
e The person insured under the Waiver of Premiums rider

has not been disabled within two years before the ex.
change;or>

'

* The new policy is a Current Date Exchange on the
Ordinary Life plan. In this case if the person insured -

|under the Waiver of Premiums rider is disabled at the
| time of the exchange, premiums for the new policy will .|

'

L be waived as if the rider had been in force when the -
disability commenced.

'

A:tomatic Exchange:With Waiver of Premiums Rider.

\,; t the Expiry Date of this Rider,if premiums are being
'',

dved under a rider for Waiver of Pamiums for dis-.

ability, then an automatic Current Date Exchange will be
made. The new policy will be on the Ordinary Life' plan.
A similar Waiver of Premiums rider will be attached to thei

new policy. Premiums for the new policy will be waived '

as if the rider had been in force when the disability '

commenced. -

Termination. This Rider will terminate upon the earliest
ef: (a) failure to pay any premium for the Policy or for the

. Rider by the end of the pnmium grace period: (b) termi ~
nation or maturity of the Policy other than by death:
(c) exchange of the Rider for a new policy; (d) receipt at
the Home Office of the Company of written election signed
by the Owner of the Policy to terminate the Rider;or(e) the
Expiry Date shown for the Rider in the Policy Schedule.

,

|'

}
.

_

T

.

New England Mutual Life Insurance Company
50t BoylstonStreet, Boston, Massachusetts

YkA
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Rider: Exchange ofInsurance to a Substitute Insured ..

-

. . . -.

. .o

' The Conspany agrees that the PoNcy to which this Rideris
attached sney be eartpd for a new policy on the life ofFace Amnomme of New PoNcy.

.

fo5owing provisions.a substitute insesed. His agreeseent is subject so thenew policy cannot be amore than the larger of:The Face Asnoont of the
.

a

* & Face Amount of this Policy;or
. The Face Asnowne whicle is n,, .J by the policy

;
&

Memadeo@ reserve n ;' .. 4 gio the new poucy.* Upon apphcation signed by the Owner of this PolicTDe Face Ammount of the seew policy is subject to t0ne Come

.
,.

1

and the substituteinsessed;

* Subiect to proof satisfactory to the Comepony that thepony's pobushed meanimemme and minimeom liasies ofissese
~-

'

sobreituteinsmeedisinsurable; , .

Cash Vahse or a larger sesesve on its Daee ofIssue thase thisEnchassge Cost or Csedit. 'If the new poNcy has a larger~

j
* If the Owner of this Policy has an iseensable interest in .)

thelifeof thesubstitoseinsessed;and
.

Poney, or if the sotsi psemelesas frome the Polecy Deee of this* If the Insured under this Poacy is Nelseg on the Date ofPoucy to flee Dese of Isome of time new policy would b
~

3,,,, ,g g, ,,, pagcy, |larger for the new policy desse for this Policy, afse eacleangee

Benents provided be Rider we be arallable on the seewwill be subject so an exchange cost payable to the Com - hj
J

.

policy only with the losesent of the Coenpany. Pany.heestwsbeheaargeston -

b
the Date of Issese of the new poucy. The new policy willhis Policy wiB teradante at the end of the day prior so -* 103% of any saamesein dwCasle Value;or

4

* 103% of any aseaesse in the reserve; or g
take effect on its Dateoflosee.

* Any iseaease in 19ee total premisesne to date, with isegerest
i

Isome the doe date of each preunimes at the rate of6% perThe New Policy. - De new poucy wiB be issued: ' year.n ,_ f:2 yearly.
o On any plan of Whole I.ife or F fw 4 i

. If the new poHcy does not have a larger Cash Value, oce a
;

Policy Dateof the seewpoucy;-with a level face annount issued by the Couppeny on the
nsurance.

be an enchange credit payable to you. The credit wiB belarger reserve, nor larger total premiums so date, Heere may
t

|
o With a Policy Deee the sasse as this Poucy or the polithe sneaBest oE

-

anniversary next fotowing the substitute insured's date. Anydecreaseise the Casle Vahse;or
cy

- of birth, whicheverislater:
,

'

* Any hin me reseve or.
o Ox a Policy dose and at psemitsee rates in use by th* Any A_ ise the toest psessiesns to date.

j
ConaPany on the Foucy Date of he anew peelcy;e 'In

o Sobiect to any assignmesets and Policy Emeses on di tso neect dividends, wieleout negard so how dividesidehecoat orcredit,W wW bar %"22I
Policy, and any cost or aedit described below.

. os *

wese ised. Assy Poucy Lo
Pressiones for the ~seeer poucy wlB be bened en else sub-_ y.h , a g eh,,,, peggey a,an Balance in emcess of the Isen '

stitute insured's sex and age on the Poficy Dnee of the newthetinna of timeencleange. est be sepaid to the Commpany at
policy. & Deen of lesse of the sneer policy wiB be the Best

..

i_.

day of the pohey month which begins on or next sonows:Dividend Aeemanaiselons and Paid-Up Diehsend Add 6,
.* h approval by the Comepony of the appucation for thesons.

Ariy Dividend Accan=Is'ioas on ehes roncyat me-

". '" and
tiew d me enchange wW be r i-J eo me new peeler-

,'
-

o Payment to the coniren, of any eachense cost . Any Paid.Up .* 'f
In force on this Po0Ecy at alte tiene :

g,f he enchange we eenninsee and sheer Cash Veene wm
o -

. .

, , , , , ,= O

,,,,,g,,,,,,,,,,,,,,,,,,,,,,,,,y, -
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Rider: Exchange ofInsurance to a Substitute Insured '

-

$.

The Company agrees that the Poucy to which this Rider is
-

,

attactwd may be enchanged for a new poucy on the life of Face Amount of New Policy. The Face Amount of the i

a substituse insured. This agreement is subject to the new pohcy cannot be more than the larger of:
8888"ias Provisions. * The Face Amount of this Policy;or

D* The Face Amount whach is supported by the policy
enc angecp e made4 reserve transferred to the new policy. .

'!
* Upon appair=*ia= signed by the Owner of this Policy h Face Asmount of the new policy is subject to the Com- '

and the substitute insured; pany's published amimum and minimurn lianies ofissue.
* Subtect to proof satisfactory to the Cosmpany that the

E',

sutetitute insured isinsurable; Exchange Cost or Csedit. If the new policy has a larger
.

* If the Owner of this Policy has an E====ha-interest in Cash Value or a larger reserve on its Date of Issue than this
the life of the substituee insured; and Poucy, or if the total premiums from the Pobcy Date of this.

,

Policy to the Date of lasue of the new poucy would be j'
* If the Insured under this Palicy is Ewing on the Deee of

larger for the new policy than for this Policy, the exchange
i!

Issueof thenewpolicy. N iwill be subject to an eachange cost payable to the Com- b ,!Bene 6ss provided by Rader wiu be avadable on the new Pany. h cost wid be thelargest d
.

poEcv only with h consent of the Company. * 103% of any increasein the Cash Value;or 4
This Policy win eernianase at the end of the day prior to

the Date of Issue of the new policy. The new pohcy wilt
* 103% of any increasein the reserve;or ;

take effect on its Dateo(Issue. * Any increase in the total premiums to date, with interest g

i frosn the due date of each premium at the rate of 6% per
] The New Policy, h new polacy wiB beissued: year cosnpounded yearly. !

* On any plan of Whole Life or Endowinent insurance If the new policy does not have a larger Cash Value, nor ai

{ with a level face asnount issued by the Company on the larger reserve, nor larger total premiums to date, there mayi

PolicyDateof thenewpohcy; be an enchange credit payable to you. The credit will be
the smanest of:

* With a Policy Dnce the samme as this Policy or the poucy
,

anniversary next following the substitute insurad's date . Anydecreasein h Cash Value or
e

of birth, whichever aslater: * Any d-sein ik we w
i !

,

1 * O - a Policy loran and at premiums rates in use by the * Any decrease in the total premiums to date.;
?

Cosmpany on the Foucy Date of the new policy. In Computing the cost or credir, presniums wiu be adjustedt

* Subsect so any assignments and Policy Imens on this to reDect dividends, without regard to how dividends:

j Poucy.ased assy cost or cmdit described below. were used. Any Policy Loan Balance in excess of the Loan.

Frensiusns for the new policy will be based on the sub- Value of the new policy must be repaid to the Company at I
s

stitute insured's sex and age on the Poucy Date of the new the tisme of the exchange.i
j!

poucy. The Dase of leeue of the new poiscy will be the first
day of the pohcy snonth which begins on or next follows: Dividend Accumulations and Paid-Up Dividend Addl- ;

|tions. Any Dividend Accumul-tions on this Policy at the'

* The appsoval by the Company of the sig.R.Gs for the time of the enchange will be transferred to the new policy '|enchange;ands

! Any Paid-Up Additions in force on this Policy at the tinw
.

,

* Payment to the Companw of any exchange cost. OI'h''" change win terminate and their Cash Value wiu .(
!

-
- -

be used so provide Paid-Up Additions on the new policy. ;';

|*. - ' * s ._ .' O. .

1
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Centract. This Rider is made a part of the Foucy to which
it is attached if the Rider is listed in the Policy Schedule. a
1his RJder has no cash value.

Tenslaation.L This Rider wig terminate upon the earliest
Of (a) termmation or matunty of the policy;(b) failure to
pey any premium for the Poucy by the end of the premium
grace penod; or (c) exchange of the Policy for a new policy
under the provisions of the Rider.

.

New England Mutual Ufe Insurance Company 't

501 Soyleton Street, Boston, Massachusetts .
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July 28, 1987-
:

Public service of How Mexico i
'

Alvarado Square, r Ploor
Albuquerque, New Mexios $7101- ;

#

Financial Marketing services, Inc.
'

10250 megency circle, suite 304
Onahm, Nebraska 68114 -

'Re: Waiver of Contestability Provision of Policies fasued
under CQ9eP Insurance Program for Public service-
Concany of New Mexico '

() Gentlement

connecticut mtual Ltfe znsurance &v (the 'caspany'I, acting through John
3. !#cos, a duly licensed agent of the compaq, has agreed to issue and -
deliver to public Service coupaq of New Mexico, and-Publio' service Company of
New Mexico ('Pitt') has agreed to purchase pursuant ho'the castep Life i

Insurance Program ('COMRe7 Program')' presented to M91 by Financial'Itrhoting 1
services, Inc. whose principal. is LJohn 3. teens, certain indivital ordinary }
life insurance policies (the 'Cannne policy or Policies').

Se Cenpany agrees to' guarantee the issuance of the castep Policy on-the life ,

iof each employee of PNM or any affiliate of PNM covered under the_ CONRe7-*
.

Program until January 1, .1989, provided said enployee shall be randomly
assigned to the Coppany. ,

-y agrees to permit PNM to substitute a-neW insured on each COttep
The G-l+a place of any currently participat'w enployee who terminatespolicy
engloyment with PIO(, on a guaranteed issr Asis until January 1,1989,
Provided the new insured shall be randonaf essigned to the ccupany,

the agrees that the effective date of each policy shall-be the date;
~

the ication is completed and signed by the' proposed insured and accepted
by PNN. However, coverage will commence no earlier than the date of a Peet
check payable to the company for the_first oremium for a policy. :The compaq
also agrees that the death benefits by;and between Ptol and the amployee shall

@,,'. be paid pursuant to the Designation of Beneficiary Form on file wlth P188.
Upon the death of en employee the company will pay proceeds pursiant to an ..

affadavit signed by Piet specifying the split of proceeds |betweer Pitt and the
employee's beneficiary.

-- ~. .. ._ - ,. _ ._ 4 g477. w _ _ __ _
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page 2 July 28, 1987

.

The Company. agrees to waive the.' Incontestability' provision of all coastep I
pellaies issued on lives of enploW of PNM pursuank to the COMhar program. .

the Conpany agrees to waive the ' suicide * provision of the carglaP policies.;

i.

: me coupany agrees that the foregoing provisions-of this letter shall be ..
! considered as a legally binding agreement on each COMRsP Policy issued or to-

he issued by the conpany under the ccMRep Program. - he ' Incontestability' and:
' suicide' waivers will be reflected by endorsements attached to each euch
9011 @ .

sincerely,

S
3. 3 alton, JD, M, ~ CIAl (

Vice President-

( f> !Arge Corporate Marketing
,
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Connecticut Mutual Life Insurance Company |-(v. N=wns, c wi e 1

1

INSUttO -|
ACE ANO ltX ' s

POLICY NUMSER
FACE AMOUNT

POLICY Daft ,

i

The Company will pay the Face Amount to the Genefici y in the event of the
irsumsi death while this Policy is in force. Payment wdl be subsect to au the provi-
sions of this Policy. Payment will be made upon receipt at the Home Office of due ;

fproof of the insure #$ death.

This Policy is knued by the Company at les Home ONice,140 Camden Street. Hanford.
Connecticut. 06 54 on the Date of hsue. It es a legalcontract between the owner . (
and the Company. ;

READ YOUR POLICY CAREFULLY
t.

\

/J'u:u % s

.

hAu 1
StCRitAeV

' CHANtAWee. .

k.)
.

>

>etCestuAs

, , * . .

RIGHT OF INSURED TO YOft

While this Policy is itt force. the losured is a member of the Company and has the
eght to vote in perwn or by prosy at all meetinip of the Company,

TEN DAV tlGHT TO EXAMINE THE POLICY

This Policy can be returned to us at any time within 10 days a4er you recewe it.
Upon as return, the Policy wdl be considered void from as inceptaon. Any premsums '
paid will be returned to you. To return the Pohey, med or deliver it to our Home -

.

Ohsce. to any general agency osface, or to the agent who sold a to yovc ,i
~

3

d fD M Y*l.h
EcoowLin

n'.
t

- WHOLI LIFE POLICY
D Payable at Death

Premiums Payable For Life '
Participerms-Annual Dividends

.

4

So $77 l}3P+
ou , __ _.. _. -. ~ y ~. -
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[' PM Mintalement of Age or les

pgg if the age or sea of the insused has been mestated, we will adiust the
amount payable under ihn Pokcy. It wdl be the amount the

YOU. YOUR-The Owner. premiums paid would have purchased at the inwred's correct age
%t OL.It, US-Connecticut Mutual Life lasurance Company, and sea. The amovm wiH be bawd on tht raws apphcable to this

cy and m Wet on as Daw W hNCNI CWFICl-Connecticut Mutual Leie inwrence Company, la0
Garden Street. Hartiord. Conneciscut 01:154. Incontestability

DMD(%D CREDIT 5- Any dividende due you, they melude any ow w, c,nnot coniest th pohcy e cept fa, nonpay,nent or p,rmium
sanonrig dividend accumulJtent. aner a has been m force during the heetime of the tr*sured for a period i

,

OtST-Any unpad loans aSainst this Pohcy, mcluding any accrued of two years from the Date of issue. l
8stewet. * The provneon wdl not apply to any entra bene 61 rider providing

i POLICY VALUt-N amount of cash value, plus dividend credits, bene 6ts en the event of deatsley or drash by accidental boddy entury,
bse any debt. Asadable in the Policy at any given time.

PDeuu.PAylNC-The Pohey n e force and premiums are payable i

e the future. If the insured dies by suicide within two years from the Date oilssue.

"h''h'' '*"y'"A** M' k" **Y # "* *# "" *
'*"''*''*****'**"'''""d"'* ''Y*'"WRITTtw RtQUEST-A request in writma in a form satisfactory to us '

and seceived at our Home Ohce. '

g
ATTAMD ACI-The issue age shown in the Pokcy Speci6 cations

acre sied by the number of Pokcy ears elapsed. Assignments or Transfers
y

POLICY YtAR. POLICY ANNivtRSARY POLICY MONTH-Are com-
ped from the Pohey Date shown m the Pokcy Speedicahons. The * wntien notice of the terms ola transfer or a copy of an awgnment

6 tit Pohey Year begms on the Pokey Date. The 6tst Pohey Anniver. . must be Gled at the Horne Of6ce. Until we receive such notice. we
,

sary en the Pohcy Date plus one year. The Pohcy Month besms on will not be required to take notice or os he responwbie sor any'

the name date in each calendar month as the Policy Date, tearwiev of meerest in the Policy by an amunment agreenient or
otherwne.

PREMfUM MOD (-Premiums Int this Pohey can be paid either: * We will not be sesponsible for the vahdety of any assignment.
er AnnuJUy . onCe a year. on the PnhCy Anniversary; or * Any anagnment made Jetet the losufed's death wdl be vahd only
os SemwnnuaHy . twice a year, on the Pohey A,iniversary and sin with out consent.

nuotWhs thereaner; or
c1 Quarterly . iour times a year, on the Pohcy Anniversary anc Pro (eeds'

every three months thereafter. * Death proceeJs payable under the Pohcy will consist oI. *
DATE OF 155Ut -Date of iswe suhnwn in the Pohey 50ccincahons. til The face amount. or ihr amount of catendest or swid up msur-

ence m ennt..

' (2) Paid.up additens and devidend credits outstandin5-| i

(3) Any postmortem dividend we apportion.
GENEBAL PAOvl510N5 e Proceeds win be reduced by any debt. They win also be adsusted

:
by a premium refund or charge an desenbed in the Premium |

The Contract Adtustment prownen.
, We win pay mievest on death proceeds paid in a single som from

The Puhey and the applicahon constitute the entire contract. A copy the date of death to the dase of payment. The rate or mee .ast win
or the applicaten is attached to and made a part of the Pohey, not be less than the current rate credned on death proceeds left on
a AR statements in the apphcaten wdl be deemed representations deposit with us, but in no case less than 3% a year,,

and not warranties. Policy 5dlement
* No saatement wdl be used to void this Pohey or to defend against a

then under it unless contained in the apphcaten, e AH amounts payable by us ase payable only at out Home OVice.
* Our agents cannot ahef or mudeiy any of the terms of this Pohey, * Any debt wiH be deducted from the amount payable at settlement,

They cannot wane any of its proviwons. We may require seturn of the Pohey. -

,

Owns, Reserves and Net Single Premiums ,

The Cknet has the esclusive nahe to esercise aH nahts and privileges * Reserves and not single premiums ave computed usina the 1930
and so receive tu benetits under the Pohey durms the hfetime of the C50 Mortahey Table-Uhwnate for the sen of the insured.
tamured. If no hvner devanated under this Pohey is hving and d the e Reserves anti not single premiums for entended insurance are com-
Pohcy cloes nos provide otherwise the Owner wdl be the taecutor or puted usms the 1930 CET Table not the sea of the insured.
Admutantrator of the last Owner to die.

'

genefichry * Reserves for aH years are calculated based on the Commimoner's

e ti no bene 6cury desagruted under the Policy survives the Insured. Reserve Valuaten Method, continuous functions and compound
the Genescury wat be the f aecutot or Admmatrator of the Insured. interest at 5% a year. -

unhess the Policy states otherwise.
e The enterest of any Benencury win he subject to- PAYMENT OF PREMlUM5

Ill Any assignment of this Pohcy which is hinding on us.
LL Any opnonal settlement agreement in enect at the insured's Premium Paymenes

death. This contract is made in conssieration of the applicaten and the pay.

Chaage of Owner or geneficiary *'"' 'I *" P"*'ums as provided in the Pohey.
,

* AH premiums ase payable in advance. They can be paid at out
while she insured is ahve you can change the Owner or Seneficiary gom, o,c,ce or to one oious authonted agents. A receipt wanedby wresen request.

by the President or Secretary and counterugned by the agent will be
* The change wiH take effect on the date you signed the request - given to you if you requeu it. Posseguon of such a receipt udt be

,

y wksher or not the Insured is Ininst when we receive the request at sole evidence of the agent's authoney to recewe a premium due.-
J the Home On'sce. Howeser the thange wd! be suh ect to any pay. * Annual premiums and the period for 'whu:h they are paphie aret

meus made, or actions taken by us bet' ore receiving the request, shown in the Policy Specincations.

.

I
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.

.
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\* m welchanca Ae method of premium payment upon your wreen 01 Overdue premiums, adsusted for dividends, are pad with com.
,+

' woueu The 4hange wdl be effectwo on the nest apphcable pound interest at a ser not to enceed 6% a year.
premium due date. You can change to any pretnium mode aved. (41 Any debt which enned at the date of default a paid or remstated,
aber The applicatde pubinhed rates for this Pohey will be used. It will be increased by interest at the pokey loan rase from the

* ef aw premium is not pad as proiided in this Policy, all liabday date of default to the date of reinstatement.,

; unce+ the Pokey will end, racesM M otherwoe provided in tNs
)Poicy. OlvlDENDSi
'

I * Prem.uras paid for any entra benefs rider will not increaw any cash.
| loan. paid.up or eilended term insurance value under ihn Policy. N Didd'ad

The% wdl not ncreaw any dmJend paid under the Polcy. While INS Pohey is in force, escept as entended term insurance, we
i

|

C#*" P''i*d win credit it with dwidends. Dwidends are based 01 such shares of
the dwnetde surplus (if any) as we may appornon at the end of each

Foe tsue payment of each premium aher the Jrst, we wdl allow a grace Pokey Year.'
pered or 31 days aher the due daee. The Polcy mdl continue m force
dunrig the grace period. The dividends will renect our monality esperence and investment es.

perience. It will be affected by any outuanding loan and loan interest
Premmum Adjustment dunns the Policy Year,

if the latured des whie the Pohcy is in force, we wdl refund any * As you direct, we wig apply each dividend under one of these
l

prem um paid beyond ine end of the Polcy Month of death. We wdt options:
make a charge for any premium not paid to the end of the Pohey (1) CASH-The dividend is paid to you in cash.
Month of death. N refund or charge wdl be made by an adiuument ' (2) ACCUMULATION-The dmdend is left with us to accumulate
in the death proceeds. at intereu, subsect so withdrawal at any time, interest wdl be
Payment of Premium and Loan laterest Credited annually at a rate of no less than M. No mierest wdl
by Accumulated Dividends be credited for any fraction of a Policy Year. '

0) PREMlUM PAYMENT-We apply the dividend to a premium
We will automatically apply dwwlend credits to pay any premium in due on the Pohey,
derault on this Pohey and any entra benefit rider attached tu n. Any .141 OfVIDEND ADDITION-We conven the dwidend into a par.
loan emerest due may also be paid by dmdend credas, if you did not tecipating pais-up addnica to the face amount of the Pohcy,
elect trus option m your apphcation, send your wrnten request to us You may, at any time, s trender to us for cash any such dwi. -
wNie premiums are being paid, if operatwe, you may revoke this dends outstanding. The ( ash amourd wdl be equal to the reserve
proveson by sendmg your wrnten request to us. The revocation wdl of the paid up addeens.
appsy so any premiums coming due aher we recewe the request-

If no dividend option is in edret when a dwidend becomes payable,
o Quvu$end credits may be irnulhcuent to make the required payment. we wdl use the drvidend to perchase a paid up adddion under option

if so. we will will apply the credes towards the payment if the (4) above. You can elect one af the other options up to 31 days ahet *

Premium Loan provnaon is operatwe and there o enough premium the dwidend becomes payable.
loan value to cover the balance due.

_i * Dna$end credits may be insulhcient to meet the required payment * When this Policy matures we wiu py any dividend cre6ts and |
,,

\ and the PremIWm Loan provision may not be operative. If so, we padop adddions -a4 We W also pay as pan of N polcy
,

wel change the method of premium payment to quarterly, if there proceedJ any postmortem dividend we may apporte,
are sufiscient credits to meet the quarterly premium. If not, the Paid.Up or Matured by Owidends
P'mnen wiu not apply.

* Upon your request, Isis Policy win be endorsed as fully paid.up

AUTOMATIC PatulUM LOAN whenever the cash value plus dwidend credes equais the net
s.ngle premsum. The not nsagie premium will be that for a fully

We wis automatically apply the loan value to pay any premium in padup puhey of the ked and face amount for the Wn age of h
desault on this Policy and any entra bene 64 tider attached to it. If you 4g g g ,g,did not elect this option in your application, send your wrwien
request to us whde premiums att being paid,if operative, you may g
revoste thrs proveen by sending your wnteen request to us. N

-

revocasion will apply to any premmems coming due after we rece,ve NONPOff t| TURI PROY1540NS
* '9""8-

Automatic Estended form lasurance* ~

v av i le for premiums due in the Arst Policy Year: The benefit wdl become eescove if any premium is not paid by the
thewill not apply if the new loan, plus any existing deb', would ex. end of the grace pened from dividend credes. by premium loan or

coed the manimum loan value of this Policy: otherwise. We weis automaccally continue this Pokcy m force as non.
Ic3 will apply only if the loan value is svNicient to meet the required partecipating entended seem insurance. This bene 6e will not become

payment oleither an annual, semiannual or quarterly premium; eHecen if you have elecwd the Pasd.Up insurance benest. i

We will change the premsum trede if necessary to keep this Policy * The amount of estended term insurance will be the face amountan force, of this Poiscy, plus any pedes additions and dividend credds due
* If two or more successive premiums have been paid in whole or you, less any debt.

part try premium loan, we may change the method of payment to
annual. We will make this change providire the available loan e N entended term insurarmi wi8 ;,wn as of the due daw of the

premium in default. It wig connnue for such term as the policy valuevakse is sufficient to pay the annual premium or balance of the will purchase as a not single prenwum.annual pmmeum..

* A premium loan will bear interest from the premium due date. N * N surrender value aveilaide as a not single premium enay purchase

loan will be subject to the policy loan terms of this Pohey. A loan a smaller amount of entended term insurance than pseup insur.
ayeement or dehvery of this Policy is not required. ance. if it does, we wie provide paid.up insurance instead.

4

'

Sainssatement Paid.Up Insurance *
This Pohey may be minstated at any time within 5 years after default

You can have this benent instead of the Extended Term lasurancein premium payment.The following conditions must be met: bene 6t. To elect this beneet:
,

'
'

(]j fil The Pohey has not been surrendered for its surrender value. *'You must make a weinen request before 90 days have elapsed lQ) Evidence of insurability san 6 factory to us must be furnished, since the due date of the premium in default.
|

'
pew
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* The loan values are the nuaimum loan values available at the end
.-

'I Page 3 of the Pokey year shown.
<

* Pwmeums on tNs Pokey must have been paid for ons ful year or * Values wdl be increewd by dividend credits and by pedup adde. e
teons only as specchcally provided m the Pohcy.more.

* The Pohcy will have a value during the Policy Year for wNch a
* A survendet value ersst te available as a net single premium suffi. - va6e first appears m the Table of values. Premiums must havecone to purchase a minimum face amount of $1.000. been paid for at least one ivN Pohey Year.
If *ne above conditens are met, we wdl contmve ins Pohcy in force * All values are greJter than or equal to thote required by any state
as panecipaung padup hee mourance for the remainder of the period stJIute.
of the, Pohey. Any outstanding dividend accumulations wiu cononce * We will furnnh values for any Pulacy Year not shown in IN Pohey
at ansevest, If the above cond tions are not met, we wdl provide es. 5pecnications, upon mque
tended term insotance. ,

i

The paid.up insurance will start as of the due date of the premium in CHANGE Of PLAN ~
desaut. It will have su,h face amount as the werender wake wiil pub
chase as a not sengle P'emsum, Upon written request wNie tNs pokey has been in force for 10 years -

and is premium. paying, you may enchange it for another on or wuhin
31 days sosiewing any Pohey Ann.wrury.

. Army insurance continued under these nonforfesure provsens will r

not enclude benefus wNch supplement the basse hie insurance- * The Policy usued in enchange:
tenet's unless specifically provided for where the wpplemental (1) cannot involve any other hie;
bene 6 is descr; bed. N apples whether the supplenental benents (21 may be any other premium. paying Whole Ufe Policy (having
are merwioned in the Pokey itself or p'ovided for by a nder anached level premiums and face amount) that was available when tNs
to the Pohcy Nw nonforfeiture benere are not less than the Pokey was iswed:

- .I minimum beneGts required by the mourance law of the state in (3) will be wntien with the same Policy Dase. age and face amouruwhsch the Pohcy is dehvered,
as ins Pohey; it wdl be subiect to any hmitation of enk, any detu '

,

Survende value and assignmets outstanding against ins Policy;
(4; win be based on the published premium rate in use when this

The surrender value of the Policy in the cash value, less debt. The sur. Pokey was issued:
eender value is paniin ivH wttlement of out hability under the Pohey. ($1 wdl be usued wah the same ruk clauincaten as this Policy,
You may surrender it at any time aner prerniums have been paid to
the dase the Pohcy Arst has a cash value.. * Any entra benent rider wiH be available only with our consent.
* Upon surrender we wat also pay you any dividend credits. * Ivedence of msurabdwy sama.ctory so us wdl tw requued only W the
* Survender will be effectrve on the date of your wntwa request. term of the insurance is increased or the premium taae decreased.
* We may delet making a wtrent er payment. We wiu not deier a * E n a rewk W h eackage, enkt IM rewm w cuh wave m :i

pavment for more than 6 months astet we receive yout wntien increased, the cost of the plan change win be $25 plus the areater
gg'

request. If we deier a payment for 30 days or more, we wdl pay'. '

enserest at a tale no leu than 3% a yest tot the pened the payment tal10a% of tha ddierence in reserws.
n drierred (bl104% of the deherence in cash values, or

* We may requue the Pokey be dehvered to us before making a sur. Iciin the Erst three Pokey Years the defference in accumulased !,,,,g,, pp .,,,,, premiums (at 6%I under the two Pohcies from the onginaliuue
* The surrencer value is not less than the minimum value required date to the dase of enchan

by she insurance law of the state m wNch the Pohey is deintered. * If as a result of the enchnge.ge. adeussed for dividends,Doth the reserve and cash value are -
decreased, the decrease in cash values wdl be refunded, less a $25

CA569VALUE deducten of plan change cosa.-*

* If any premium or premiums fallire due aber a proposed change
* Guararweed Cash Values are shown in the Policy Specsfications, of plan date have been paid in advance the amount of such pre.,

The guaranwed cash values for the Pokey Years twenty and payment may. weh our permessen. be deducted from the cost or
Iwyond equal the pokey reserve. the pian change. or added to the rotund.

* Whsie this Pohcy is m force as premium paying and aR premiums
have been paad. the cash value on any Pokcy Anneversary wdl be. POLICY LOAN
lardie guaraneeed cash value: plus
en she cash value of any paid.up additions. General

e The cash value of pasdep additions is the reserw sor these adde.
hans.- -

At any time after the Pokcy a in force and has a cash value. you may
* The cash value at any time during a Pohcy Year will be equal to the borrow against it. We willloan you any sum up to the Pohty's maak

wehae on the date to wNch premiums have twen paid. We wiE mum loan value less esistmg debt. The maaimum loan value is that

compute the vakse wnh allowance for the twne elapsed in the Policy amount wNch together weh inserest at the loan interest race, wdl
Year. equal the cash value as of the nest Policy Annevefnary or the nest

* In no event will this Policy have a cash value if premiums have premium due date if earliet. However, the enesimum loan value can.

been paid for leu than one fut Policy Year. not onceed the surrender value at the time of calculation. You cannot
* The Pohey may become funy paid up under the Paid.Up or Matured borrow if the Policy is in force as Exterided Term leisurance.,

by Dividends prownen. If it does. the cash valve will be the then . We wat make the loan when we receive a wnteen request. We >

reserve plus the reserve on any paid.up addwoons. rewtw sk nght to inspect w endww IM Policy before ruuking
the loan'* This Pokey may be in force under the Automatic Extended Tenn

lanurance or Paio Up lasurance proves ons. If it is, the cash value . We may defer making a loan for a pened not exceeding 6 rnonths
we be the then reserve plus the reserve on any paid up additions. ahet you apply for it. However, we will not defer the loan if it a to

However, the cash value witNo 90 days aber the due date of a pre. be used to pay premiurin under the premium loan provision.
mium en derault will be computed as c(the due date. Aho the cash * Any premium due when the loan is made wi!I be deducted from

the loan avnount.welue within 30 days aher any subsequent Policy Anniversary will be
not less than the value on that anneversary, * The Policy wdl be the sole securtry for the loan. Lack of endorse.|

ment will not indicate that the Policy is free of loans.

(^) Table W Valu" * Any inlevest not paid when due win be added to the loan. Insevent

The values shown in the Table of Values in the Policy Speci6 cations
is payable on the Policy Anniversary.'

appey if aR premiums have been paid to the end of the Pohey Yeat
* Any debt may be repaid in whole or in part at any time while this -

specded and these is no debt. Policy is in force unless it has been deducted from the Automat c
f atended Term insurance nr Paid Ug insurance benefit.

""
54f77n a_ . :- -- - - = - =
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* Both prmcipal and insereu are payable at our Home Office. - . ahve. as shown ir de Opison 2 Table. Payments with or mthout in.
* When debt equals or enceeds the maaimum loan value thes Policy - sullments certain nay be elecsed,

mil terminate. We mil mail nouce of termmanon lo the last linown
address of the insured tot o(the person design.ited to receive such Option 3. Inte est. Interest pyments while the payer es ahve or for
noticel and of any assignee of record at our Home Otisce. This a $onc pened Immu me be paid aun ekt we rate of 3% a year.
Pokey will have no valv 't days ener we mail this nobce. PayrneNs are increased by any addihonal imerest earnints we may

* Any outstanding loans ani.Nimerest willanect any dnedend pay- apporuon. For each $1,000 of proceeds, interest payments equal 130<-

able under this Policy. annually, $14.39 semaannuaty, $7.42 quanerly and $2 # monthly,

Option 4. Installments of Specified Amount. toual annual, semi.

LOAN INTIR($f Mit * ^""* I 4"* ""'Y '' **"' hI 8'Y*'"'' I'' i '''''d * ***"'' P8 Y *'"''V
mil be 'made until the proceeds and interest are all paid out. The total -

Interes on any loan rs at an effectise annual rate. This rate will apply yearly amount paid must be at least 6% of the or smal proceeds. Any
to all debt under lhe Policy. This rare may change. Changes mil be unpaed balance lett mth us mil be increased by interest at 3% a year.

;made only on a Policy Annsverwry and mil remam m enect for the We mH also add any addeponalimerest earn #ngs we may apportion. -

following Nicy War'
Option S. Life income With lentalltnent Refund. Equal monthly pay-

* The loan interest rate is based in a pubhshed Monthly Average. ments as shown in the .Oppon 5 Table. Payments will be made unut
That Avvage mil be: the total amount paid equals the proceeds. and as long thereaner as
(1) The Monthly Average of the Composete Yield on Seasoned Cor. the payee lives,

potate gonds as publshed by Moody's invenors Service, Inc.,
or any successor to the Service: or Option 6. loint ufe income for the Payee and One Other Person

(21 If that Monthly Average is no longer published, a subsuntially with Two Thirds to $wevivor IOne Hundred and Twenty Months Cee.
similar average, established by regulanon issued by the insurance tainl. Based on the Option 6 uble, we will pay a iomt monthly in.
supervisory official of the state where this Pohcy was dehvered. come to the payee and one other person designated at esercise of this !

oppon. We win pay the income for 120 months certain, and as long* The loan inserest rate mil be deterrr:ined two momhs prior to the amerwards as both payees are livmg. After the death of either payee,
fitu day of the anonth in whech your Policy Anniversary occurs. It and (oHowmg paymem of any remaming income ceruin, inonthly pay.
will not exceed a maximum rate which is the greater of: ments equal to two thirds of monthly income will be conunwed to the
(1) The Published Monthly Average for the calendar month ending surviving payee for life,

two months before the date we determine the rate; or
(2) The inserest rate used to compute the Cash Value for that Policy Ahernate Ufe lacome

Dear plus 1%.

e The foHowing resenctions apply to the loan interest rate as desenbed if Option 2,5 or 5 is elected. the payee may elect to recewe an aher.
above: nate hie income. This is instead of receivmg income based on the
(1)We will not increase the rate unless the new rate would be at rates shown in the foHowing ubles. The election must be made at the

least Va% hegher than the rate in effect for tne previous Policy time the mcome is to began.
[ Year. * The alternaie life income mH be more than the monthly income

121We will reduce the rate whenever the maaimum rate is at least P'ovided by a new 54ngle premium immediate annuity (first pay.
( M% lower than the rate in effect for the pnor Policy year. ment immediatel, based on our published rate then m use.

Osli the rate is changed, the new rate will become effective on
your Pohcy Anniversary, p,y,,,g p,,,g,3,,,

(4) The loan inserest rate may not escoed the manimum loan interest

| rate aRowed by the suto in which this Pohey a delivered. e b opporal em pmm becoms Wkcmt W im
j e We will noufy you of the current loan interest rate: a supplementary contract m enchange for the Poicy and agreement.

(11upon your wenten request; The contract will show the nghts and benefits provided by the
(2)at the time a poisey loan is made: and agreement.

,
'

Ol as soon as reasonably pracucal aher the initial premium loan is * We may change the payment bases to quanerfy, semiannual, or
made. annualif any payment is leu than $50.

* Whenever there is any debt under this Policy we will notify you of e We may pay proceeds in one sum if they are less than 55.000.
any change m the loan interest rate before it becomes effectrve. Proceeds will be paid to the then payee of mcorne named in the

-

Any nouce of loan interest rate mil state that the rate may vary and - opuonal settlement agreement.
will sute how frequently the rate e determmed, e Payments under Options 2. 5 and 6 w,H be subrect to proof of the

pavees' ages.
INCOME StTTLEMINT OPTIONS * The hrst irstallment under Oppons I,2. 4. 5 and 6 is due as of the

- date the proceeds become pnyable.
Rather than pay proceeds as provided in this Policy, we win pay them o Installments ceriam under Options 1. 2. 5 and 6 are computed at
based on the terms of an opponal settlemer.t agreement. you may 2g interest compounded annvany. This does not apply when
elect such an agreement before proceeds become payable, if pro. - ahernate life income is elected,
coeds are at least 55.000 the payee may elect such an agreement if

| none is in effect. The foHowing opteons are available: InsuRmem enum, ahn h Eru. win be increased by an@iorul
interest earnings we may apportion, if the alternate hie income es

| Option 1. Installments for a Special Perloo Equal payments for a elected we mit not increase payments certain by additionalinterest
j stated number of years, not more than 30. The amount is shown in earnmas,

the Opuon 1 Table | * No endorsements of the Poncy are required when an opponal
Option 2. Life income. Equal monthly payments while the payee is settlement agreement is completed.

.
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Connecticut Mutual Life insurance Company.

unans,c e v

INSuelD ACEANDSEE
POllCY NUM8f 8 FACE AMOUNT

POUCY DAff flNAL EXPIRV DATE

'.,

,

The Company will pay the Death Proceeds to the tenenciary in the evc's of the
insure (s death while thes Policy is in force. Payment we be made upon reces,;: t
the Home Of6ce of due proof that the lasure(s death occuteed on or before the .
Final E pry Date.

This Pohey may be renewed suNeo the Renewal Privilege and payment of in.
creased premiums as provided.

This Policy is issued by the Company at its Home OIRee,140 Casden $tseet. Haniosd.
i Connectxut. 06154 on the Oste of issue. It is a legal contract between the Owner -

and the Company. -

READ YOUR POLICY CARtFULLY '

<,

| dl ( .% k%n,

L
..

West:Aaf CHAsRAM

:-

ascataAe
, , .

,

RIGHT Of INSURED TO VOTE

Wheie this Policy is m force, the Insured is a member of the Comoany and has the :
right to vote m person or by pecay at all meeongs of the Company.

TIN DAY RICHT TO EXAMINE THE POUCY .

This Pokey can be returned to us at any time wuhin 10 days aber you receive it.
Upon its retum, the Pohty will be conudered ved from its inception. Any premnsms
pad we be returned to you. To return the Policy, maa or dehvor is to our Home
Ofnce, to any general ascrisy ofEce. or to the agent who toki k to you.

.

a

9

7..( SWW- '

s'
'Y$ T I00 - YEARLY RENEWASLE TERM UfE INSURANCE POUCY

ray.bie at Desih on or sese,e ihe Pinai r ,cv D.te
Itenewable to Policy Anniversary at Attained Aec 100

Convertible Until Policy Anniversary at Astained A * 70 '
t

Participating-Annual Dividends
,

8 %

*. , es.-4 =. %,-- 4.,-- ,>g,. <s , ; < a, g ,
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Page 1 * Ns prownen en not anniv to any daahihty wance tw premium
ridet proved.ng henefas in =nt et dSih.hty.

|OtfINITIONS g
YN TOUR-W Owner.

,,,h, in,,,ed dies by suicide withm two years from Ihe Date or tuue. |wt. OL'R. US-Coanecticut Mutual Life lasurance Company.
whether sane or insane. the amount we winmy under ihn Policy win |DIVIDEND CRf DtTS- Any dmdends due you, they include any out. be limited to the premauem past.

standing dwwtend accumulatons.
Assignments or Transfers

WRITTEN RIQUEST- A request in writmg in a form sausfactory to us
and received at our Home Of6ce. ' W""'n ^0''C ' Ol t h' *'** 8' d ''i'4'" 0' 8 COPY O' **d''*"*'"'
ATTAINED ACI-Ne nsue ese shrmn m the Pohey Specificatens must be (ded at the Home Office. Until we recewe such notice. we

increawd by the number of Policy Years elapsed. mn not qui t amce or he reponWe W any
PottCY ytAR. POUCY ANNIVE RSARY, POLICY MONTH- Are com. transfer of mterep m thn Pnhcy by an auignment, agreement or

Otherwtw. Iputed from the Pohcy Date shown in the Pohcy Specifications. The * We mit not he reponuhle int the watelity of any auienment.Erst Pohcy year beges on the Policy Date. The Grit Policy Anniver'
* Any assegnment made aher the insured s ricath mil he vat <f only

sary as the Polecy Date nlus one year. The Policy Month begins on mth ny, conwnt.
the same dass in each calendar month as the Policy Date.

PRIMtUM MOChPremiums for this Policy can he paid either: E**'
tal Annually . Once a year. on the Pohcy Anneversary; or Reserves at an durations are based on the Net Level Premium method

,

Ibi 5emiannuaPr twice a year, on the Pol'cy Ann've'sary and every using the 1980 C50 Mortaley Table with select factors for the ses of
ses months thereafter; or the insured. Continuous functons and Compound mterest at 5% a year.

ICI Quarterly * Iout times a year. on the Pohcy Anniversary and *
every three months thereafter. OfYlDtND5

DATE Of 155Ut-Dale of lisue shown en the Pohey Specifications. While thn Pohey e in force i.e win credit it with dwirtends. Dividends
are based on such shares of the dwisable surplus (if anyl as we may

CINERAL PROVI580N5 '''"#' # ** '''

The Centract e As you direct, we will soply each devidend under one of these
options:

N Pohcy and the apprication consolute the entire contract. A copy (1) CASH-The dwidend es pe=f to you in cash.
of the application rs enached to and made a part of the Policy.

(28 ACCUMULATION-The dwidend is left with us to accumulate
* Alt tsatements in the apphcation win be deemed representatens at interest. Subtect to wahdrawal at any time. Interest wdl be

and not uarrantees.. credited annually at a rate of no less than )%. No interest will
e No statement will he used to void th's Pohey or to defend against a be credited for any fraction of a policy year. If any premiush due

clawn under it unless contamed m the apphcaten. is not paid by the end of the grace period this Policy wdl ter.
e Our agents cannot alter or moddy any of the terms of the Policy. minate. We mil pay dmdend accumulatens to you m cash.

/ They cannot wawe any of Ws provnions. OIPREMlUM PAYMENT We apply the dwidend to a premium
s

Ownee due on this Pohey._

The Owner has the escluvve nt t to exercise an nghts and pnvdepes if no dividend option n in cAces when a dwwiend becomes payable.h

and to sective all benehts under the Pohcy dunng the lifetime of the we w,11 apply the dmdend under the accumulaten option. You can

lasuved. If no Owner designated under ihn Policy a livmg and if the elect one of the other optens up to 31 days aher the clividend
becomes Nyable.

Poricy does not provide otherwise. the Owner will he the (mecutor o'
Adeninittrator of the last Owner to die- * ef the insured dies while th s Policy n in force, we wdt pay any

devidend credits outstanding. We win aho pay as part of the policyg,oegich,y procieds any postmortem dmdend we rnay apporten..

e if no gene 6ciary stated in this Policy survwes the insured. the PRIMlUM PROVISION -
Senw4ciary wdl be the inecutor or Admmntrator of the insured,
unless the Policy states otherwese. Premium Payments

e The interest of any Benericory wdl be subtect to:
The contract es made in conwderaten of the appheation and the pay.til Any assignment of this Pohey which a bmdmg nn us. ment of premiums as provided m the Policy.

(2) Any optional settlement agreemerit in effect at the Insureds
'

,

Ofhee or to one of our authonted agents. A receipt signed by ourChange of Owner or geneficiary
Preudent or Secretary and countersegned by the agent win be given

While the insured is alive. you can change the Owner or Benenciary to you if you teovat it. Poiwssion of such a receipt will be soie
by wnnen p evidence of the agen(s authonty to receive a premium due.

* The change wdl take e#ect on the date you signef the request * Annual premiums and the penod for which they are payable are
whether or not the insured is living when we recerve the requet at shown m the Policy Specdications.

the Home Omce. However, the change will be suhteet to any Ny. * We will change the premium mode upon your written request. The

ment made or actions taken by us be! ore recewmg the rt.rivent. change will be made on the nest appheable premium due date. You
can change to any premium mode available. The apphcable pub.

Mintatement of Age or 5n lished rates for the Pohey will be used.

if the age or seu of the lasured has been misstated. we will adjust the * If any premium is not paul as provided in this Policy, all habihty

amours payable under the Policy. It win be the amount that the premi- under this Pohty win end. encept as otherwise provided in thes
Poucy,

ums paid would have purchased at the Insure (s correct age and sex.
This amount wdl be based on the rates applecable to this Policy and * Premiums paid for any otra benent rider wdl not increase any Cash

in edect on its Date of issue. Value under this Policy. They will not increase any dividend paid
under this Policy.

loconhnaabisty
Grace Period

We cannot contest this Policy. except for nonpayment of premium af-
g let it has been in force dunng the hfetime of the Insured for a period For the payment of exh premsum after the 6tst. we will anow a grxe

] of two years from the Date of issue. period of 31 days after the due date. The Policy win continue m force
durms the grace penod.

.
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seimiasment

the poney may he reenstami et any time within 5 years after default m alwr tM end of the theed Policy ear, upon payment of:y
er : e=ensm roymr*nt, The irllowsma crMens must he met: 134% of the resefve of the new Policy as of the dele J

1 $ (le seemietement rRust occur beIore the final [apify Date of th8s eaChange. [Ptplicy:
rh new Policy must not have been released in aCcordanCe with the if the Insured as tot 4Ny disabled within the meanmg of any disalklity

Corwervon Pnvdese provision: wa,ver of premium tider in force with this Policy, Conversion will be
permetted only at the lasure(s ariained age. Conversion win be sub-01 ewlence of insuraMity natsfactory to us must be furnished: sect to the follomng conditons.

14) y,mium payment es made Dom the Pohey Month of reinstate- >

went to the nest applicable premium due date, depending on , con,,,sen wiH be made to our lowest premium V| hole Life Policy
h,,,ng ig,,q ,,,,ums and lewt face amount payable for Me. k wdlpto, pwmium mode.
how a similar form of desabihty warver of premium rider.

* The new Poi cy mil be issued for the lasure(s attamed age at outt(Nt m lPitOvtllON then rates. '

Eene*48 * The face amount of the new Policy cannot exceed the face amount
of thes Policy. The face amount for the new Policy cannot be less

While tous Polecy is in force, we will renew it annually without than the minimum we then anow.
evide ite of insurabilev, te will he renewed until the Final (spiry Date * Converson mn be made automaticaNy if we m waiving premiums
shousi e the Policy $pecrhcatens. This Policy win not be continued under thss Policy at the teme this ophon would espire.
beyond the Final (spiry Date. It wil nut be renewed if premiums are j

in defaut. PROCEED $
* Renewal will:

(11be for the term of one year; it wiR begin when the preceding term
g ,,,g

emps.
* Death pror neds payable under this Policy win consist of:

(2) occur on each Policy Anniversary; (1) the face amount.
Dibe subtect to the payment of the premium in the Policy $peciA- 01 dividend credits, and

caone and Premium Payments provisson; the premium payment 01 any postmortem dividend we apportion.
sesnt be recerved by us wahin 31 days aber the end of the preced.
irg term period. * Proceeds will be adiviled by a premium refund or charge as

desenhed in the Premium Adtustment provision.
* Any estra beneln rirter .n force will continue accorefing to the

* We will pay interest on death proceeds paid in a single sum fromterms of the nder.
the date of death to the date of payment. The rate or interest will
not be less than the current rate credned on death proceeds left on *CONVgt$50N PitOVlilON deposit with us, but in no case less than M a year.

Coswereson PoEcy $ettlement
,

While asus Policy is m inste,11 may he released and converted to a * All amounts payable by us are payable only at our Home Office,
new pemium guymg Policy, upon your wntlen request. * We may reevire retum of the Policy.
* Corwesen will occur wahout evidence of insurabilwy.

( * Corwasson must occur on or before the Policy Anneversary at the Premium Adh;stment
'

I"'"'"I'''"M"'d88' E
* The sww Policy w& If the latured cNS while this Policy is in force, we win refund any

(like of the same risk classincation a this Policy; premium pairl hevond the end of the Policy Month of death. We will
Q1we not involve any other life; make a charge for any prenuum not paid to the end of the Policy
Olwa be subsect to any limaations of risk and any anignments out- Month of death. The refund or charge will be made by an adjustment

samnding against 18us Policy.
in the death proceeds.

* Or* those entra benefs riders in e#ect under this Policy wiH be
issued with the new Policy without evidence of insura%Iity. I E SE O m ONS e

;

you may request on' of the followmg, Rather than pay proceeds as provided in thil Policy, we will pey them
,

e

un Anamed AneConversion based on the terms of an optenal settlement agreement. you may
elect such an agreement bedose proceeds become payable. If pro.

* The view Policy wsN be hM C'"'' are at least $$.000. the pavee enay elect such an agreement, if
la) ter the insureds attamed age at our then rates: none a in e#ect. The follomag options are available:
Ibn en any Regular $enes Whole Life plan we then o#er:
ett with a face amount not escoeding the face amount of this Policy; Option 1. Installments for a Specified Period. Equal payments for a
te weh a face amount not less than the mmimum we then allow, stated number if years, not more than 30. The arnount is shown in ~the Opten i Table.

L2) Onsinal Age Conversen
Option 2. Life income. Iowal monthly payments while the payee is* Th's change muu occur on a Phhey Anniversary. alm. as shown in the Option 2 Table. Payments mth or wrthout in-* The view Pohey win be issued: stallments certain may be elected.

tal ==th the same Policy Date and ase as this Policy:
. til on any Regular Series Whole Life form, having levet premiums Option 3. laterest. Interest payments while the payee is alive or for

and face annount. that we o#ered when this Policy was issued: a shorter period. interest wiD be paid at an v6ective rate of 3% a year,

tct weh the same face amount as this Policy; Payments are increased by any additional interest earnings we may

te m the twemium rates in e#ect on the Policy Date of this Policy: apportion. For each $ 1.000 of proceeds, interest payments equal $30

tel before the end of the therd Policy yenr. upon payment of annually. $14.89 semianncNr. $7.42 quarterfy and $2.47 monthly,
Option 4. InstaNments of Specified Amount. Equal annual. semi-

$se accumulated value of annual premiums on the new Policy anesual, tiuarterly or monthly payments for a stated amount. Payments
less the accumulated value of annual premiums on this Policy:
the accumulation wiR be for the penod from the issue date to

wiH be made until the proceeds and intesest are aH paid out.The total
yearly amount paid must be at least 6% of the origma! proceeds. Anye= date of enchange: the premiums on och Policy wsfl be ad.
unpaid balane,e let with us wiB be incitated by interest at 3% a year,janted for devidends: the accumulation win be at 6% a year; We wiH also add any additionalinterest eamings we may apportion.

..
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| Page 3 Payment Previsions

Option 5. Life facume Wish lastaNment Refund, foual monthly pay. * (an opional s,,ti, ment ag,,ement becomes efective, we will asue
i ments as shown in the Opton 5 Tatde. Payments wdl be made until

a supplementary contract in enchange for the Policy and agreement.
| the sonst amount paid equals the fwocads, and as long thereaher as The contract v, ell show the nshu and bene 64 providW by N
|

the payee hves.
ag,eement.

Ophon 6. loint life faceme for the Payee and One Other Person * %v may change the payment bass to guarterly, semiannual, or
with Two Thirds le Svevivor (One Hundred and Twenty Months Cer. annual 4 any payment is less than $50.

j. tain.) based on the Option 6 table, we wdl pay a tomt monihty in. ' We may pay proceeds in one sum 4 they are less than 55.000.
; come so the payee and one other person designated at the esercise ProceWs wdl be oned to the then payee of income named in the
| of thes option. We win pay the income for 120 months certain, and optional settlement agreement,

as long aherwards as both payees are hving. Ahst the death of either e Payments under Options 2. 5 and 6 will be subsect to proof of the
payee, and following payment of any sememing mcome certain, month, oevees' ages.
ly payments equal to two-thirds of monthly mcome will be contmuod * The Grit instenmen: under Optens 1. 2. 4. 5 and 6 is due as of the
to the surviving payee for lede. date the proceeds beCome payatpie.

Allemate Life income * Instanments certain under Optens 1. 2. 5 and 6 are computed at
M interest compounded annuaHy. This does not apply when

if Opien 2. 5 or 6 is elected, the payee may elect to receive an aher. alternate hie income is elected.
nate Ide mcome. This is instead of receiving income based on the * Installments certam, after the Erst. will be increased by any addi.
rates shown m the loHowing tables. The election must be made at the teonel interest earnings we may apportion, if the alternate lefe
twne the mcome a to begin. income is elected, we will not increase payments certam by addi.
* The alternate life income will be more than the monthly income tionalinterest eamings,

primded by a new single premiem immediate annuity (first pay. * No endorsements or the Policy are required when an optonal
ment emmediatel. based on our pubinhed rate then in use. settlement agreement is completed.
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.

July 88,1987;o

Public 8ervise Company of New Wealce
~ Alvorado Square, Third Floor;
Albuquerque. IIM 87101'

.

Finaaelal Marketing Services Inc.
10250 Regeney Cirele, suite 504
Omaha, NI'68114i

Coatlement

The. g uitable Life Assurance Society -(the "Coppany")g
acting through John- R.

Lyone, a duly. 3teensed agent of the Cospany, hea agre,ed to isave and deliver -!c
to Public Service company. of New Hemico, and' Public Service Company of - Nov

.
'

Neatcol"pWN") has agreed. to purchase af fe insurance policies presented to PM
by Financial Marketing services. Inc., whose principal is John 8. Lyons.

The Company. agrees to- goarentee the issuance of the policies os the -life - of.
m

_

'

each esp 3 cree of pNH er any affiliate of : pMM eovered : ender tha . InsurancePrearas unti3. January 1
assigned to the Company. ., 1989, provided said esployee shall be' randomly

'

w,the Coopeay agrees. to permit pNN to substitute a new lasured 'on each Policy laslac
has,e of any currently participettog esAoyee who terminates employeest with

on . e guaranteed 1save1 baats ' untia January 1. 1989, v provided the new
insured-shall be randomly' assigned to the company.

The C'copany eareas that the effective date of ~each polley'shall be the data
the Application la sospleted and sigaed by the proposed insured-~and seseptedby PM.

-Novaver, coverage- will seasence no earlier than the 'date of. e PR
cheak payable to the Company for the first premium for a policy.
also agrees that the death benefits by and between PM and the Reployee shallthe Company.be paid pursuant to the Destgastion of Beneffetsyy Form os- file with PM.Upos the death - of an esplayee the com
affidavit signed by- P301 speettying the pany will pay proceeda pursuant to an -
employee's benefietary. split of ' proceeds' between pm and the

,
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'

The Company agrees to waive the " incontestability" provision of all- Policies
1ssued on lives of employees of PNM pursusn_t:te the Progras, escept we retela
the right to confira *sctively at work" status-la the event of a clais. - The
Company agrees to waive the " Suicide * provision of.the Policies.

.

The company agrees thet- the foregoing provisions of- this letter shall be
consideres as a lessily binding agreement es each Policy issued f or to be-
issued by the Company.under the Progree.

,

fin erely,
'

.

..is . it t. .
<Vice President
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a
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THE EQWTABLE wtAssunAncesocierrcw rutunirsosreras

Agrees '

* Topay theinsurance benefits of this policy to the Beneficiary upon
receiving proof of the Insured's death, and

* To provide you (the policy Owner) with the other rights and bene-
fits of thispolicy.

These agreements are subject to the provisions of this policy.

Ten Days to Examine Policy If for any reason 'you are not satisfied'
with your policy, you may cancel it by returning the policy to us

'

within 10 days after you receive it. If you do, we will refund the
premium that was paid.

.

Aj,,_ A President_
.. - _._

t VicePresident
,

andSecretary

( . ..' -

tknited Payment 14e - Executive 100 Plan. Insurance payable upon dieth.
Pnmkas payable for Premtum Period shown on page 3 or untB esdier

'

-No.uoos
doth. Policy participates in dividends. Corne.;ce Option.f ava8able.

;
'
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| Agrees '

1

j * To pay the insurance benefits of this policy to the Beneficiary upon
,

receiving proof of the Insured's death, and
i

* To provide you (the policy Owner) with the other rights and bene-
fitsof thispolky.

These agreements are subject to the provisions of this pobcy.
I
t

Ten Days to Examine Polley - If for any reason 'you are not satisfied '

i

with your policy, you may cancel it by returning the policy to us
'

within 10 days after you receive it. If you do,' ~ e wS refund the
premium that was paid.

.

)j m

_
_

I

Vice President

and -
.

ed

lanited Payment ufe - Ewcutive 100 Plan. Insurana payable upon duth.*

Pnelums payable for Premium Period shown on page 3 or unta eerberNo.1200s deth. Petcy participates in avidmds. Conversion @lon.f avaanbie.e
;
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Insurance benefits 2
Policy owner and beneficiary 4
Premiums, grace, lapse, reinstatement 4

Dividends 5 i

Cash value 5 s

i Loans, automatic premium loans 6
:|

. Options on lapse 6 I
i , ;

$n this POhCy:Conversion option 7
General provisions 7
Payment options 8

"We " "our"and "us" mean The Equitable Life
,

l

Assurance Society of the United States.
Ariy additional benefit riders and a copy 7.
of the . application are included in this "Youf and '"your" mean the Owner of thepolicy after page 9.

policy at the time an Owner's right is exercised.
s,

.

.. .

.. =

,

Insurance Benefits .
.

The, insurance benefits we pay at the Insured's death
include: We will add interest to the resultins amount for the

period from the date of death to the date of
,

the Face Amount of this policy, payment. It will be computed at the interest rate we*

are then paying under the Deposit Option on page s. .

plus any additional benefits due from riders toe

this policy, We will pay these benefits only if premiums have
been paid as called for by this policy. However, 4

plus any amount due from dividends lefI under even if premiums have been discontinued we maye

this policy, still pa y certein benefits. See Options on lapse, page 6. c

plus or minus any. adjustment for the laste

premium, Payment of these benefits may also be affected by
other provisions of this policy. See the Suicide

minaas any loan (and loan interest) on the Exclusion, Incontestability and Age and Sex clausese

policy, on page 7. Special exclusions or limitations (if any)
arelisted on page 3. '

(.lh.s
.

.
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Policy Owner and Beneficiary.

,

I

OWNER. The Owner of this policy is the lasured
unless otherwise stated in the application, or later CHANGES. While the Insured is living. you may
changed. As Owner, you can exerciw all the rights chans the Owner or Beneficiary by written notice
in this policy while the Insured is living. You do not in a form satisfactory to us. The change will take
need the consent of anyone who has only a effect on the date you sign the notice, except that it
conditional or future ownership interest in this will not apply to any payment we make or other '

policy. action we take before we receive the notice. If you
change the Beneficiary, any previous arrangement

BENEFICIARY. The Beneficiary is as stated in the you made under the Payment Options provision on 3
'

application, unless later changed. If two or more page la cancelled.
i persons are named, those surviving the Insured will

share equally unleu otherwise stated, ASSIGNMENT. You may aulgn this policy, but wei

;
will not be bound by an assignment unless it is in

We will pay any benefit for whkh there is no stated writing and we have received it. Your rights and
Beneficiary living at the death of the Insured to the those of any other person referred to in this policy,

children of the Insured who then surviva, in equal will be subject to the anignment. We anume no
>

shares. If none survive, we will pay the estate of the responsibility for the validity of any assignment,
I"* * "O ' 1

!>:.:q..h.2J
t ( ; '- 1. L .s

(,; '. l'; .- QP D. Q
, ,, n 'k q, . ^ :' 8

; *
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' Premiums
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AMOUNTS AND DUE DATES. Page 3 shows the
amounts and due dates of premiums and the period Additional benefit riders do not continue beyond the
for which they are to be paid. Each premium is grace period of an unpaid premium. '

payable on or before its due date at our Home
Office or premium collection office. REINSTATEMENT. You may reinstate this policy

within five years after lapse, if (1) the policy has
You may write and ask us to change the frequencynot been given up for its net cash value: (2) you

i

ci premium payment. If we approve the change. the provide evidence of insurability satisfactory to us:
new premium will be determined on the rate scale (3) you pay all overdue premiums with interest at
fer this policy. 6% per year compounded annually; and (4) you

repay or reinstate any policy loan, with loan
interest.GRACE PERIOD. We allow a grace period of 31

days for payment of each premium, after the first
premium. The insurance will continue during the PREMlUM ADJUSTMENT. We will add to the

insurance benefits any part.of the last premium paidgrace period.

that applies to a period beyond the policy month in
L. APSE. If a premium is not paid by the end of its which the Insured dies. If the Insured dies during the
grace period, the policy willlapse as of the premium grace period of an unpaid premium, we will deduct
due date. If this occurs, all insurance ends, except asfrom the benefits the part of the overdue premium

ated in the Options on lapse section on page 6. for one policy month.

.

b

A4 01 '

Page 4

U&
- - = = = = = _

- ~ . - . " - - ~ ~
-



. ,- - - - - _ .-- . _ _ - .. - _

n,r,a 3 p.ff,pa P g 3
'

i

3 ;, h-

: u. :. .,e t.q! tt
.

P. j . m'Di6idends ' , : . 'yi En%y

g .' m.
,,~a

5 , .; ., s .. .

| ; L,|,3.1 1 ,'/ 3 '.) O U LT"G Q
'

| We will determine your policy's share, if any, of our paid-up insurance, any dividends will be und to'

divisible surplus annually. It will be payable as a provide dividend additions. No dividends are paid
dividend at the end of each policy year if the policy under any extended term insurance,
is then in effect with all premiums duly paid. We do
not expect any dividend to be paid on your pelicy Dividend additions and dividend accumulations
before the end of the wcond polley year, existing when the Insured dies, plus any dividend

then payable, will be included in the insurance
DIVIDEND OPTIONS. You may choose one of benefits,
these options:

" Dividend credits,"as used in this policy, means theCASH: Your dividends will be paid directly to sum of dividend accumulations, the cash value of
*

you.
dividend additions, and any dividend that has not

PREMlUMS: Your dividends will be used to
been applied under an option. The cash value of*

help pay any premium then due. dividend additions is their rewrve, or the original
cash dividends if greater. -

DIVIDEND ADDITIONS: Your dividends will*

be used to provide paid up additional whole You may use dividend credits toward making the

life insurance on the Insured. policy peld.up for its Face Amount. We will do this
at your written request on any premium due date

DIVIDEND ACCUMULATIONS: Your divi- when dividend credits plus the reserve on this policy*

dends will be left with us to accumulate with
equal the reserve for the paid up policy. No further

Interest at 3% per year compounded annually. premiums are due on a paid up policy.

We may allow excess interest each year.
You may withdraw dividend credits at any time, if
they are not required as security for a loan, if this i

Your dividends will be used to provide dividend policy lapses, any dividend credits that are not
additions if you have not advised us otherwise withdrawn will be applied as part of the net cash
within three months after we mail the dividend value in the Options on Lapse section. .

notice. While this policy is continued as reduced

Cash Value

You may give up this policy for its net cash value at request. We will determine the cash value as of a
any time while the Insured is living, in the first date within a policy year with allowance for time
policy year, however, you may not do this before a elapsed and premiums paid.( date to which premiums have been paid.

|

NET CASH VALUE. The net cash value is the cash The cash value within three months from the date of
lapse will be the same as it was on that date. The

value plus any dividend credits, minus any loan and
loan interest, cash value after three months from the date of lapse,

while the policy is continued as reduced paid up or

CASH VALUE. The Table of Values on page 3 extended term insurance is the reserve for the policy

.

based on the Insured's then current age. The cash

(. ,
shows the cash value of your policy at the end of value of paid up insurance within 30 days after a

-

. policy years for which premiums have been paid. policy anniversary will not be less than it was on
Any cash values not shown will be furnished on that anniversary.

,
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: You may get a loan on this policy while it has a loan prior notice to you and any assignee of record at last
! value and it is not being continued as extended term known addresses.

insurance. This policy will be the sole security for
the loan. REPAYMENT. You may repay a loan, and loan
The amount of the loan may not be more than the interest, at any time while the Insured is living, and

j loan value. Any existing loan and loan interest on it before the end of the grace period of an unpaid
,

j will be deducted from the new loan. We may also premium. We will deduct any existing loan, and
deduct any unpaid premium then due. loan interest, from any benefits we pay at the

Insured's death.

LOAN VALUE. The loan value is the policy's cash
'

value plus any dividend credits on the next premium AUTOMATIC PREMIUM LOAN OPTION. While
] due date (or the next poucy anniversary, if this has this option is in effect, any unpaid premium will be
; become a pald up policy), minus interest at the loan paid by policy loan as of the end of its grace period.

rate to that date. The amount then available as a loan must be large
enough to pay the premium, if you are using

LOAN INTEREST. Interest on a loan accrues daily, dividends to help pay premiums, a loan will be
at an annual rate of 8%. We may charge a lower made only for the part of the premium in excess of

'

rate for any period of time. Interest is du: on each the dividend.
policy artniversary, if the interest is not paid when
due, it will be added to the loan and bear interest at This option will be in effect if asked for in the 1

the loan rate. 8pplication or you ask for it in writing before the

This policy will terminate when a loan with loan end of the grace period of an unpaid premium You
may suspend its operation by written notice. This( interest first equals or exceeds the cash value plus option is not applicable if premiums are paidany existing dividend credits. We will mail 31 days' monthly.

Options on Lapse
,

You have a number of options if the policy lapses, dends. This option is not available if so stated on
,

You may apply for reinstatement. If there is a net page J.
cash value. you may withdraw it and give up 'the
policy. Or, you may continue insurance under one Extended tenn insurance will apply automatically if
of the foDowing options: you have made no other choice within three months

after the date of lapse. Reduced paid up insurance
REDUCED PAIDUP INSURANCE. This is insur- will apply instead if the extended term insurance
ance for the Insured's lifetime and for the amount option is not available.
that the net cash value will buy. This option
participates in dividends.

If the Insured dies after the grace period but within

EXTENDED TIRM INSURANCE. This is term
three months from the date of lapse, the greater of

insurance for an amount equal to the Face Amount the benefit under reduced paid up or extended term

plus any dividend additions and dividend accumula- insurance will apply. In this case, any restriction on

tions, minus any unpaid loan and loan interest. The page 3 as to extended term insurance will not apply,

insurance will continue from the date of lapse for as
We will determine amounts and term periods for

-

long a term period as the net cash value will buy. In
these options as of the date of lapse (the due date of

( ; no event, however, will this period be less than 90the unpaid premium), using net single premiums for
,

days if premiums have been paid for at least three
the Insured's then current age. We will use net cashmonths before lapse and there is no loan on this
values as of the date of lapee, adjusted for any loanpolicy. This option does not participate in divi-
or dividend transaction on or after that date.

Age Page 6
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This option is avaliable unless there is a statement on
date and continue while the Insured lives. We will

' '

Page J that it is not available.
furnish premium rates on requnt,i

You may t.onvert this policy to a whole life policy for Upon conversiori, we will pay you the cash value ofi

a reduced face amount. This may be done as of any this policy minus any loan and loan interest on the
premium due date between the policy cnniversaries c nyersi n date, if the amount of any loan plus loan
nearest the Insured's 60th and 70th birthdays, but intuest is m te than the cash value, the difference
not before the 10th policy anniversary. You may do will e ntinue as a loan against the converted policy,
this only if premiums have been duly paid and are not
being waived under a Disability Premium Walver if this policy contains additional benefit riders which
rider of this policy. are stillin effect on the conversion date, they may be

continued with the same benefits and premiums in the

The cenverted policy will have a face amount equal
converted policy. However, the converted policy
may not contain a Disability Premium Walver rider,

to the excess of the . race Amount of this policy over
its cash value on the conversion date. Its premiums Your request for conversion must be made to us in
will be based on the Insured's age at the birthday

writing within 31 days of the conversion date you
,

nearest thai date. The ptemium rate scalc in effect on
choose. This policy must be returned with yourthe Register Date of this policy for the same class of
request and payment of the first premium for therisk will apply. Premiums will start at the conversion converted policy,

i

''

.. ,

General Provisions

THE CONTRACT. We provide this msurance in
premium paid would have purchased at the correct

consideration of payment of the required premiums, age and sex.
This policy and the attached copy of the application.

make up the entire cont,ract. SUICIDE EXCLUSION. 'll the Insured commits;

,34 g ,, g,

The contract may not be modified; nor may any of the Date of Issue shown on page 3 our liability will
our rights or requirements be waived, except in k hmW to tk payment of a single sum equal to

,

'

the premiums paid, m,nus any loan and loanwriting signed by our President or one of our Vice i
Presidents. I"I""''

,

INCONTESTABILITY. All statements made in the POI.lCY PERIODS AND ANNIVERSARIES. Policy
'

application are representations and not warranties- years. policy months, policy anniversaries and
We have the right to contest the validity of this premium periods are measured from the Register
policy based on material misstatements made in the Date. Each policy month beginion the same day in
application. However, this policy will become each calendar month as in the Register Date. If the
incontestable after it has been in effect during the end of a premium period or policy year is indicated
lifetime of the insured for two years from the Date by an age, it ends on the policy anniversary nearest
of issue shown on page 3. the birthday on which the Insured reaches that age,

See any additional benefit riders for modifications DEFERMENT, We may defer payment of a cash-

value and the making of a loan (other than to pay
(.. .,' that apply to them. premiums on policies we have issued) for up to.six

-

AGE AND SEX. If the Insured's age or sex has been - months after we receive a request. We will allow
interest, at a rate of at least 3% a year, Uri ' nmisstated, any benefits will be those that the - a
cash value payment we defer for 30 days or more. y:

A647 Page 7 70 g 77
,

-

. . = - - - '

- - --- -



, - - - - - - - - - - . . . . - - - - - - . . - ._ - _. . _ .

hCLICY CHANGES. Ycu may change this policy to
equal 13 cr mtre than th:se required by law. A*

another plan of insurance er add additional benefit
detailed statement of the method of esmputing

.

riden or make other changes, sub}ect to our rules at
the time of change, values and benefits has been filed with the insurance,

supervisory official of the jurisdiction in which thisI *

f
policy is delivered. The cash value at the end of a

| BASIS OF COMPUTATION. Cash values, reserves policy year after the 20th equals the reserve.
'

:

and net single premiums are band on the Commis.
Reserves referred to in this policy are computed by

$

stonen 1958 Standard Ordinary Mortality Table. the net level premium method.
-

For any extended term insurance, they are based >

instead on the Commissioners 195 Extended Term
Insurance Table. Continuous functions are used with

VOTING RIGHTS. After this policy has been in

interest compounded annually at 4% during the fint effect for one year, you will have the right to vote in

20 policy years and 3% thereafter, the annual election of our Board of Directors. You
may do this in penon, by mall or by proxy. For
more information, write to our Vice Pruident andThe cash values and paid up insurance benefits are Secretary. '

Payment Options
Instead of having the insurance benefits or net cash B.
value paid immediately in one sum, you can choose

Paid as a monthly income for life underi

another form of payment for all or part (if at least any other form of single premium annuity

$2,500). If you do not arrange for this before the we make available wht1 the policy bene.

insured dies, the Beneficiary will have this right fits become payable. Annuity payments
will be at least 103% of those detenninedwhen the Insured dies. Arrangements you make,
on a basis consistent with our annuity rateshowever, cannot be changed by the Beneficiary after then in effect for a comparable form ofthe Insured's death. The options are: annuity.

"Y IT Ci' TION: Left on deposit for a peri-
(f mutuaUy agreed upon, with interest paid at We guarantee internt under Option 1 at the rate of
"'-'-~~ Aerd of each month, each 3 months, each 6 3% a year and under Option 2 at 3%% a year, or% .f.-

ths or each 12 months, as chosen, such higher rates as we may determine. We maym
allow excess internt dividends under Options 1 and

2. I A!. MENT OfrTIONS:
! m. .~ . .
! FIXED PERIOD: Paid in equal instalments .

We rewrve the right to change how often we make

' ' ~ ~ ~ ~ ~ "

.

|

,p'J-'.7~D for a specified number of years (not more
payments, so that each payment is for at least 525.% :.. . . . than 30). The instalments will not be less

~,. ...i . ,.,.,,.)
than thow shown in the Table of Guaran.

The payee under an option may name and change a
successor payee for any amount we would otherwise

.' a 3 teed Payments on page 9. pay to the payee's estate.
;. .... -

r . n g FIXED AMOUNT: Paid in instalments as
mutually agreed upon until the amount Any arrangements involving more than one of the

~~~'"''*]'g applied, together with interest on the un**'3 I .. options, or a payee who is not a natural penon,

(such as a corporation) or who is a fiduciary, must
CE'O'~ f, paid balance, is uwd up, have our approval. Also, details of all arrangements

3. 1.l E INCOME OPTIONS: will be sub}ect to our rules at the time the
3A Paid as a monthly income for life in an or commutation rights, designation of payees and

arrangement takes effect. Thew include withdrawal

CI4Q[i amount we determine but not less than

*

successor payees, and evidence of age and survival,
shown in the Table of Guaranteed Pay.g ..

"
ments on page 9. We guarantee payments

U for life and in any event for 10 years, 20 Choices (or any later changes) under these options
will be made and will take effect in the same way as

^ '

years, or until the payments we make equal a change of Beneficiary. Amounts applied underf)# the amount applied (called " refund cer.
these options will not be subject to the claims ofN '

. .tain"), according to the "certain" period
creditors or to legal procos, to the extent permitted

.

y. - i ' chosen,
by law. '
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I
Option 2A Option 3A

HXED PERIOD INSTALMENTS MONTHLY LIFE INCOME

', ',"ff "j,' 10 Years Certain 20 Years Certsin Refund Certein
i "

y
Instalments ment ment ACE Male Female Male Female _ Male Female

,

i 1 584.70 $1000.00 50 $4.50 $3.96 54.27 $3.89 54.28 $3.87 !!
2 43.00 500.60 51 4.58 4.02 . 4.32 3.94 4.35 3.93

i 3 29.21 344.86 52 4.67 4.09 4.38 4.00 4.42 3.99
53 4.75 4.16 4.44 4.06 4.50 4.05

,

4 22.28 263.04 34 ' 4.85 4.24 4.50 4.12 4.58 4.115 18.12 213.99 ',

55 4.94 4.32 4.56 4.18 4.M 4.186 15.36 181.32 56 5.04 4.40 4.62 4.24 4.74 4.25: 7 13'38 158.01 57 5.15 4.49 4.68 * 4.31' 4.83 4.33'

58 5.26 4.58 4.74 4.38 4.93 4.418 11.91 140.56
59 5.37 4.68 4.81 4.45 5.03 4.49g 9 ,10.76 127.00 <

10 9.84 116.18 60 5.49 4.78 4.06 4.52 5.13 4.58
61 5.62 4.80 4.92 4.59 5.24 4.67gg 9,g, 107,34 62 5.75 5.00 4.98 4.66 5.35 4.77
63 5.88 5.12 5.04 4.73 5.48 4.8812 8 47

99;98 H 6M W W W W W.

33 7,,4 93 7,
'

14 7.49 88.47 65 6.17 5.39 5.14 4.88 5.74 5.1015 7.11 83.89 66 6.32 5.53 5.19 4.95 5.88 5.22
67 6.48 5.68 5.24 5.01 6.0" 5.35

16 6.77 79.99 64 6.64 5.83 5.28 5.00 6.1b 5.49
17 6.47 76.37 #

'

' 18 6.20 73.25'
'

70 6.97 6.17 5.35 5.20 6.53 5.7919 5.97 70.47 71 7.15 6.34 5.38 5.26 6.71 5.9620 5.76 67.98 72 7.32 6.53 5.41 5.30 6.91 6.13
73 7.50 6.71 5.43 5.35 7.12 6.32
74 7.67 6.92 5.45 5.38 7.34 6.5221 5.57 65.74

22 5.40 63.70 75 7.85 7.12 5.47 5.42 7.58 6.7323 5.24 61.85 76 4.02 7.32 5.48 5.44 7.82 6.9624 5.10 60.17 77 8.19 7.53 5.49 5.46 8.09 7.2125 4.97 58.62 78 8.36 7.75 5.50 5.48 8.38 7.47
79 8.52 7.96 5.50 5.49 8.67 7.75

26 4.84 57.20 80 8.67 8.16 5.51 5.50 9.00 8.0527 4.73 55.90 81 8.81 8.36 5.51 5.51 9.34 8.3924 4.63 54.69 82 8.94 8.55 5.51 5.51 9.70 8.7329 4.54 53.57 83 9.06 8.73 5.51 5.51 10.10 9.1230 4.45 52.53 84 9.16 8.90 5.51 5.51 10.52 9.53
85 as over 9.26 9.05 5.41 5.51 10.96 9.97.

If instahnents are paid each 3 months, they
will be 25,32 % of the annual lastalments, if Income amounts for 1.ife Income Options are based on ase

l''.; . they are paid each 6 months, they will be nearest birthday when income starts. Income amounts for'

50.43% of the annualinstalments.
a8es not shown will be furnished on request.-

.
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:EXHIBIT C '

i

!

INITIAL DEPOSIT AND I

.

INITIAL INVESTMENT INSTRUCTIONS,

As its initial deposit hereunder, the Cornpany has
;

'

deposited, or shall within a reasonable time- af ter the date of;
>

this Agreement deposit, Three Hundred Thousand Dollars i

i

.

($300,000) with the Trustee. The Trustee shall pay $75,000 to
.,

!,

each of the Insurance Companies specified on Exhibit 8 to bind
1
,

'

the initial Insurance Policies.

,
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SERVICE AGREEMENT l
,

dated July 31, 1937 ;

amo.g
; I

FUBLIC SERVICE COMPANY OF NEW MEXICO,

FIRST INTERSTATE BANK OF ALBUQUERQUE
.

| . .

_
'

FIIUuICIAL MARKETING SERVICES, INC. '
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SERVICE AGREEMENT '

|

! THIS SERVICE AGREEMENT (the " Agreement") is made as of
! July 31, 1987 by and among FINANCIAL MARKETING SERVICES, INC.
| (*FNS*), FIRST INTERSTATE SANK QF ALBUQUERQUE, as trustee (the |

' Trustee *) under that certain Decommissioning Trust Agreement ;
'

dated as of July 31, 1987 with Public Service Company of New
'

Mexico (the * Trust Agreement"), and PUBLIC SERVICE COMPANY OF
-

j NEW NEXICO (the " Company"), |

! iWHEREAS, the Company has decided to im
! of Money Reduction Plan" (the "COMReP program")plement a ' Costas described in; the Trust Agreement, which is incorporated herein by reference;

'

and:

!
WHEREAS, it is the intent of the parties that FMS shall

i

; act as agent of the Trustee in connection with the
administration of the Trust Fund 'and as agent of the Company in

-.
,

I

! connection with the administration and servicing of the Term
Portion of the ''surance Policies, and that the Trustee and theCompany any frA N )ndently exercise their rights under this.

1 Agreement; e - .

!
WHEdiAS, the parties desire to enter into en agreement

{whereby FMS will agree to provide certain services to the
-

;

;

company, including certain consultation, assistance and advice ',
to the company in connection with the COMReP program;1

Now, THEREFORE, in consideration of the promises and ,

mutual covenants set forth herein, it is mutually agreed by the .

parties as follows:
.'

DEFINITIONS

All words and phrases defined in the Trust Agreement
shall have the same meanin

-

otherwise defined herein. gs in this Service Agreement, unlessIn addition, the following words and
. phrases shall have the following meanings,
i
i

* Beneficiary" means the party or parties entitled to:

i receive the death benefit proceeds associated with the Termi

Portion of the Insurance Policies in the event of the death of; the Insured.
i " Cash value' means all amounts payable under an

Insurance Policy, except the amounts payable under the TermPortion.;

* Cash Value P'remium* means all premium amounts payable
i,

(3;,) under an Insurance Policy except the Term Premium.,

,i .
-

| ik
'

|.

., . -
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! "COMRer* means the Cost of Money Reduction Plani
developed by FMS and is the process of using permanent life

j insurance policies for various corporate funding purposes.
1 *COMReP Administrative Software * means (i) all Companyi

census and insurance policy data compiled and stored by FMS ini
connection with the COMReP program through the date of any!
transfer of such COMRep Administrative Software to the Company,! and (ii) such administrative software as is required to maintain tthe ability to service the COMReP program in a manner
substantially consistent with the servicing of the COMReP
program prior to any such transfer, including preparation of:

actuarial analyses and projections. Transfer of such COMRep
-

Administrative Software to the Company will be contingent upon
the Company and its servicing agent signing a " confidentiality

,

and non-disclosure agreement * reasonably satisfactory to FMS. ,

i ;

! * Event of Default * means a failure of FMS to perform or
observe in any material respect any covenant or agreement :

expressed in this Service Agreement which has been the subject
'

;of a written * Notice of Def ault* given by the Trustee or the.

:
Company to FMS, and which failure shall have continued following
receipt of the Not!ce pf Default for a period of 60 days.:' ,

,

(

"FMS* or " Financial Marketing Services" means Financial
Marketing Services, Inc., a Nebraska corporation which, pursuant
to the terms of an Agent of Record letter and this Service
Agreement, will assist the Company and the Trustee in the
implementation of CONReP and provhde the annual ongoing reviewof the performance of the Insurance Policies.-

,

'FMS Servicing Compensation * means the fees payable to
,

FMS by the Insurance Companies in connection with servicing the
Insurance policies, without regard to whether FMS is then acting , ,

as servicing agent (the " Unconditional Service Fees"), and shall /
'

be equal to (a) with respect to the initial Insurance Policies,for'the first ten (10) policy years (1) two percent 2%) ofthe annual premiums paid with respect to the Insurance (Policies
issued by General American Life Insurance Company plus
nine/ hundredths of one percent (.09%) of the annua,l " total cash
surrender value" of such Insurance Policies; (ii) two percent
(2%) of the annual premiums paid with respect to the Insurance
Policies issued by New England Mutual Life Insurance Company;
(iii) two poteent (2%) of the annual premiums paid with respect
to the Insurance Policies-issued by The Equitable Life Assurance
Society of The b.Tited States; and (iv) two percent (2%) of the
annual premiums wi .h respect to the Insurance Policies issued by

6

Connecticut Mutual itfe Insurance Company; and (b) with respect
to additional Insurance Policies, for such period as the:?

J

2

9
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iUnconditional Compensation with respect to such Insurance
Policies is payable to FMS, an amount equal to the annual
' service fees' specified as such in the agent or broker
contracts between FMS and the Insurance companies at the time of ithe issuance of such Insurance Policies
fees * are separately identified as a comp (onent of thewhether the ' service i

Unconditional Compensation or combined with sales commissions as
lump sum Unconditional Compensation). If such ' service fees *are not identifiable in the agent or broker contracts with 1

!

respect to the additional Insurance policies, then the annual
PNs Servicing Compensation with respect to such additional
Insurance Policies shall be deemed to be equal to an amount
determined by neitiplying the annual Unconditional Compensation
with respect to such Insurance Policies by a ratio, the

-

numerator of which is the aggregate annual Unconditional Service
Fees payable pursuant to (a) above, and the denominator of which
is the aggregate annual Unconditional compensation payable withrespect to the initial Insurance Policies.

' Insurance Companies' means the insurance companies
| listed in Exhibit t to the Trust Agreement initially writing'

Insurance Policies and any additional insurance companieswriting Insurance Policies in the future.
,

" Insurance Policy" or " Insurance Policies * mean e life( insurance policy or policies, the initial forms of which are
attached as Exhibit B to the Trust Agreement, issued by the
Insurance companies listed therein, including any additional or
substitute Insurance Policies.

" Insured * means an employee of the Compan
Affiliate of the Company (at the time of issuance)y or of an ,

on whom anInsurance Policy is issued and who, pursuant to the Split-Dollar
Agreement, shall designate the Beneficiary of the Term Portion.

' Notice of Resignation * means a notice from FMS to the
Trustee and the Company of its intention to resign as servicing '-

agent under this Agreement pursuant to Section 13(c) below.

' Policy Anniversary Date* means January 1 of each year,
unless another date is sPecified on a particular Insurance
Policy. Such January 1 corresponds to the initial dates on
which the Insurance Policies included in the COMReP program <

*

become effective. If such dates shall fall on a Saturday,
Sunday or legal holiday, the Policy Anniversary Data shall be
the next succeeding business day.

' Split-Dollar Agreement" means the split-dollar
agreement, the form of which is attached hereto as Exhibit A,
between the Company and each Insured named therein pursuant to )

-

|

3

1
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which the respective ownership of the Cash value and Termi

Portion of each Insurance Policy are described. The Company's'

rights under the Split-Dollar Agreement will be assigned to the
Trustee while the Trustee holds title to the related Insurance

,

Policy or policies. !
:

1 * Term Portion * means the portion of each Insurance
Policy to which the Insured is entitled pursuant to the terms ofthe Split-Dollar Agreement.

;

" Term Premium * neans the premium amount for the Term,

i Portion of the Insurance policy, calculated at the average rate
paid by the Company (at the time of such calculation) with
respect to group term life insurance policies maintained Dy the
Company on employees of the Company and/or its Affiliates.

" Triggering Event * means an event terminating the right
of FMS to collect the FMS Servicing Compensation as provided inSection 4(a) below.

I
t

" Unconditional compensation * with respect to any
Insurance policies means the compensation payable to FMS by the
Insurance Companies with respect to such policies without regard;

to whether FMS is then acting as servicing agent.
( Section 1. Inauanea of Insurance Polician. Upon

<

'

receipt of an Agent of Record letter signed by an officer of the
company, FMS shall recommend to the Company the names of!

nationally recognized life insurance companies qualified to'

write the insurance policies for the COMReP program. At thedirection of the company, FMS shall obtain the Insurance:

i Policies from those companies approved by the Company.' Any
Insurance Policies not in the forms attached as Exhibit S to the
Trust Agreement must be approved in advance by the Company.
coordination with the Company, FMS will handle enrollment of theIn

initial Insureds and future Insureds, submission of insurance ..

applications to the Insurance Companies and provide other -

assistance necessary for the issuance of the Insurance Policies.
Section 2. custodian. The Insurance policies will be

*

issued either to the Trustee on behalf of the Company or to the
Company and then assigned to the Trustee.:

! appointed custodian of the Insurance Policies.FMS is herebyFMS shall retain
either the Company or the Trustee to deliver such InsurancePossession of the original Insurance Policies until requested by

.

!

| Policies to the Trustee or the Company.
deliver to the Trustee and the Company a copy of theFMS shall autom;:tically,

declarations page of each Insurance Policy upon issuance and/or;

modification, and shall deliver copies of the entire Insurance!

Policies upon request by the Trustee or the Company.
.

! *
.

I |
t
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Section 3. FMS Fees. FMS agrees that for its services,

i under this Agreement, it shall look solely to the Insurance'

Companies issuing the COMReP Insurance policies for its
'

! compensation, and neither the Company nor the Trustee shall have
t

j any liability whatsoever in connection therewith; provided,
however, if insurance policies are obtained by the Trustee or,

i the Company from insurance companies for whom FMS is not acting! as Agent of Record, and FMS is requested to monitor such
{ insurance policies and provide similar services as specified

herein, FMS shall be entitled to reasonable compensation from
i

! the Trust Fund or from the Company in an amount to be agreed to
by FMS and the Company, and provided further, that if FMS and

i the company f ail to agree on such additiona'. compensation, FMS: need not provide such similar services. 74 addition, if
services not contemplated herein are requested of FMS by either
the Company or the Trustee, FMS nhell be entitled to additional
reasonable compensation from the Company or the Trust Fund, aselected by the Company, in an amount to be agreed to by the.

parties hereto; provided, that if FMS and the Company fail to
agree on such additional compensation, FMS need not provide such

4

additional services.
i

Section 4. Aasian= ant of FNs servicina comnannation.
(* (a) FMS acknowledges that the Trustee and the

:
-

Company have entered into this Agreement in reliancei

upon the insurance expertise of FMS and with the
expectation that FMS will assist the Company and the,

'

Trustee in the administration of the COMReP program
throughout the term of this Agreenent by prov' Jing theservices contemplated herein. FMS further acknowledges

,

that it will be paid certain FMS Servicing Compensation
by the Insurance Companies issuing the Insurance
Policies which are intended to reimburse the costs ofservicing the Insurance Policies while they are inforce. FMS further acknowledges that if it ceases to ,'

provide the services contemplated by this Agreement,
| the total cost thereafter to the Company and/or the,

| Trustee to maintain and administer the Insurance
Policies and the COMReP program would be likely to'

increase. In consideration of the foregoing, FMS
hereby assigns to the Company (for payment to a,

licensed insurance agent approved by the Company and by
the Trustee) all rights of FMS, hereafter accruing, to
the FMS Servicing Compensation payable by the Insurance

'

Companies with respect to the Insurance Policies ;

obtained via FMS or otherwise related to the
implementation by the Company of the COMReP prcgram;
provided, that this assignment of the rights to the FMS

-

(;)
.

5
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Servicing Compensation shall be conditioned upon the
occurrence of one of the following events (the

,

* Triggering Events"):
i

(i the ccmpany or the Trustee shall givenotice o)f the intent to terminate this Agreement! due to en Event of Default by FNS hereunder; |

! )
1

I (ii) FMS shall dissolve or otherwise cease )

to esist, voluntarily or involuntarily;
'

!
:

(iii) FMS shall deliver to the yrustee and i

,

j
the Company a Notice of Resignation which shall be !

followed by totaination of this Agreement, all4

pursuant to Section 13(c)(ii) below; or *;
.

(iv
other pro)ceeding seeking liquidation,FMS shall commence a voluntary case ori,

i

reorganisation or other relief with respect to
insolvency or other similar law now or hereafter

,

- '

in effect or seeking the appointment of a trustee, ;

receiver, liquidator, custodian or other similar >

official of it or any substantial part of its
property; or shall consent to any such relief or-

.

i to the appointment of or taking of possession by ;

I any such official in an involuntary case or other
proceeding commenced'against it, or-shall make a!

general assignment for the benefit of creditors,|

or shall take any corporate action to authorise4

| any of the. foregoing; or en involuntary case or '
,

other proceeding shall be commenced against FMS;

seeking liquidation, reorganisation or other' .

relief with respect to it or its debts under anyI

bankruptcy, insolvency or other similar law now ori .

hereafter in effect or seeking the appointment of
a trustee, receiver, liquidator, custodian or
other similar official of it or any substantial .

'-
part of its property, and such involuntary case or 1

| other proceeding shall remain undismissed or
,

unstayed for a period of 60 consecutive days. '

L
FNs hereby gives to and confers upon the Company!
exercised through a licensed insurance agent appro(ved b|rthe

to be-
i

Company and by the Trustee) the right, power and authornty toi

collect the FNS Servicing Compensation, subject to theI

true and lawful attorney-in-fact, at the optionconditions set forth above, and_hereby appoints the Company its|
i

at any time and from time to time (acting through a licensedi the Company _

demand, receive and enforce payment, to give receipts,'releasesinsurance agent approved tar the Company and by the Trustee), to
*
.

4 T
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and satisfactions, and to sue, in the name of FNs or the,

Company, ter all such FMS l'orvicing Compensation subject to theassignnent provided for in this Section 4. >

;

(b) The condititnal assignment of the FMS '

Servicing Compensation provided for in this paragraph
j is intended to be an absolute assignment from FMS to,

the Company and not merely the passing of a securityi interest.
t

(c) Upon the occurrence of any Triggering Event,i et the option of the Company in the case of Tri
Events specified in paragraph (a)(i), (ii) or (ggering:

iv), (i)!
FMS shall assign its rights and~ obligations under this

*

Agreement to another servicing agent reasonably
approved by the Company and the Trustee, which assignee
shall enter into a written agreement with the Company;

,

; and the Trustee assuming all the obligations of FMS
! hereunder, or (ii) this Agreement ~ shalt terminate and
:

the Company (or the Trustee, if so elected by the .

Company) shall thereaf ter collect, or assign to another
servicing agent selected by the Company, the FMS

-

Servicing Compensation. "

If the Company and the Trustee
,

i

fail to disapprove in writing of any successor iservicing agent proposed by FMS pursuant to
subparagraph (c)(i) within 30 days af ter a written( request from FMS for approval, the Company and the

| Trustee shall be deemed to have approved such servicingagent.,

i

(d) FMS represents, warrants and covenants thatit (i) has not previousl
a security interest in, y assigned, pledged or granted

-

its rights to the FMS Servicin
Compensatnon 6r any part thereof or interest therein, g
and will not do any of the foregoing in the future;
(ii) shall not amend, cancel, modify, release,supplement, terminate or waive or enter into or give
any agreement, approval or cons,ent with respect to the . !

FMS Servicing Compensation; or (iii) shall not tske any
action with respect to the Ph8 Servicing Compensation

-

which is inconsistent with the provisions or purposes
of this Agreement or which would adversely affect the
rights of the Company or the Trustee hereunder.

(e) FMS further agrees that, upon the occurrence
of a Triggering Event, FMS will deliver to the Company
or the new servicing agent the COMRep AdministrativeSoftware. The Company shall not distribute any such .

' '

software to any party which is not an Affiliate of the
| Company or of such new servicing agent.

h ! 7
'

| ;
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! Section 5. Advisory service. Mot later than 60 days!

prior to each policy Anniversary Date, FMS shall review thei

Insurance policies hneluded in the COMRep program and, in! accordance with such review make recommendations and render i

advice on matters with respe,ct to the COMRep program to the'

Company and the Trustee including advice relating to taking and
repaying policy loans and such other. matters as are related to
the application and transfer of COMRep funds. Upon the writtenrequest of the Company or the Trustee FMS -shall provide such| additional advisory services as may re,asonably be requested, at 1

the expense of the Company or the Trust Fund as provided in
i '

! Section 3. The services of nts contemplated by this section 5 i'

are advisory only and FM8 assumes no, and shall have no,
responsibility for making any decisions on behalf of the company i

or the Trustee with respect to matters for which its ,

recommendations and advice are requested. ;
'
4

Section 6. menortino and Evaluation.
'

(a) t

on a quarterly basis using a calendar year,i nas shall prefere a report, in a form reasonably;

acceptable to the company and the Trustee, setting
forth with respect to each Insurance policy included in'

the COMRep program during the preceding calender, f quartert

fsee amoun(t of the Insurance policy; (iii1) the name of the Insured emplo
I

!
'

outstanding; (iv) the interest paid or acc)yee; (ii) thepolicy loans
! rued during

the gross and not surrender values of the policy.the preceding calendar quarter on policy loans; and (v)
!

.I
| Such iquarterly report may be based upon the latestl ,

information provided by the Insurance Companies or
reasonably determinable by nts and shall be delivered
to the Company and the Trustee on or before the
fif teenth day of the next calendar quarter, commencing

-

April 15, 1980,
to the fourth quarter of any calendar year after 1987provided that the report with respect

.,

-

shall be incorporated into the annual report providedpursuant to paragraph (b) below.

(b) FMS shall prepare and deliver to the Trustee
;

and the Company an annual report, in a form reasonably
+

acceptable to the Company and the Trustee,
'

i) settingforth with respect to each Insurance policy (included in
the COMRep program during the Company's fiscal yeart
(A) the name of the Insured employee; (8) the f ace
amount of the Insurance policy; (C) policy loans
outstanding; (D) the interest paid or accrued during ,

the calendar year on policy loans; and

h and not surrender values of the policy;(E) the gross(ii) containing

3.

,[ w . -. -
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i a report on the latest projected earnings on or
increases in the Cash Value of the Insurance policies,,

|
L

based upon the latest earning projections of the
Insurance Com If in the reasonable judgment ofthe company, panies.l'

the new earn,ings projections of the i
?Insurance Companies differ-materially from those used

in preparing the latest actuarial analysis contemplated :

by paragraph (c) below, FMS shall, upon the_ request of'

the company, prepare and deliver to the Company and the
Trustee, within sixty _(60) days following such request,
a new actuarial analysis in the form required by-
paragraph (c). Each such annual report shall be
delivered to the Trustee and the Company no later than
20 days before the end of the Company's current fiscal
year (or such other date identified by the Company with
reasonable advance notice to FMS), beginning. December11, 1987. Such report shall be as of December 31 of

; such year.

(c) Eveky three years, commencing in 1990, FMS-
shall prepare and deliver _to the Company and the
Trustee an actuarial analysis, based upon reasonable
assumptions agreed to by FMS and the Company
without limitation estimates of future insura,nceincluding

'

premiums.and future returns provided by the Insuraade
( Companies, of whether the funds generated by the

-

Insurance policies-(other than the Ters portion),
together with the other permitted Investments then held
in the Trust Fund, will be -sufficient to provide the *

funds necessary to pay the costs of Decommissionin
.

covered Unit (s) at the end of their useful. lives, g theand arecommendation as to whether the company's annual
,

contribution to the Trust Fund should be changed. Suchanalysis shall include a-projection of yearly cash
flows over the Decommissioning funding period, using ,

historical and forecasted data.- Such report shall be
delivered no later than 20 days before the end of the
Company's current fiscal year -(or such other date

"

identified bri the Company with reasonable advance
notice to FMS), beginning December 11, 1990. Withrespect to incorporating the other permitted ,

Investments referred to above in the analysis to be*

prepared by FMS, the Company shall provide to 148 the*

current value of such permitted Investments and the
.

Company's espectation of future earnings on such
permitted Investments sufficiently in advance of the
due date of such report as to allow FMS to incorporatesuch data in its analysis.

' h,' I

! I[
9> ~

:-.zt :===-- - - -~ -_m . . w



,

i b'

.
,

.

4 !
;

-

(d) On an annual basis, FNs shall retain at itsi

expense Touche Ross & Co.,-or another nationally-

recognised certified public accounting firm approved byi the Company and the Trustee (the ' Accountants *), toperform a review and evaluation of the report roferred,

I

to in paragraph (b) of this section relating to the
i COMRep program, and, in connection therewith, deliver

to FMS, the Company.and the Trustee a special '

procedures report, which report ~shall be developed,

i

using selected auditing procedures reasonably i

acceptable to the Company and.the Trustee and shall i

include, but-is not limited 's, a discussion of the:
,

following matters: (1) gross insurance outstanding;
! (ii) policy loans outstanding; (iii) interest paid or !

accrued on poliev loans; and (iv Cash Value on ;
outstanding Insutance policies. )such report will be
presented to the Trustee and the Company no later thani

|
20 days before the end of the Company's
current fiscal year (or such other date identified by .

+
! the Company with reasonable advance notice to FMS),! beginning December 11, 1987. Such results shall be asi of December 31 of each year. ,

'

(e) From time to time as requested in writing byi the Company or the Trustee, and at the esponse of thei

k'- Company or the Trust Fund as contemplated by Section 3,
i

i FMS shal? provide the Company and/or the Trustee with
'

i

! auch inir.rmation related to the CONRep program which is
in its possession or reasonably accessible to FMS as'

(1) may be required to allow the Company or the Trustee
to comply with applicable laws and regulations; or (ii)
may be reasonably requested by the Company and/or thej

-
.

'

; Trustee.
|

(f) on an annual basis, on or before May 1 of.the
following year (or such other date identified by the
Company with reasonable advance notice to FMS), FNS :-

*

shall provide the Company with the information in its
possession or reasonably .rcessible to it which may bei

requested by.the Company to meet its reporting4

requirements of part I of Title I of the Employee ,

Retirement Income Security Act of 1974 (ERISA) in
i

:
connection with the Company's Management Life Insurance t

j iplan and Service Life Insurance plan for ExemptEmployees.
1

i
; (g) FNs shall provide to the company and the'

:

Trustee copies of all annual summary reports issued by
-

I
the Insurance' Companies with respect to the Ir.surancei

policies not later than 14 business days followingreceipt of such reports by FMS.O
,

-.

;

*

I 10
|'

,

9
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(h)' Theparagraphs (a) performance'of the services set forth in-
through (g)7above shall be conditioned

upon the timely receipt:by FMS'and the Accountants, orf
their designees, of all information necessary to

-

;

commence and complete or comply with the appropriate _
'

review and evaluation or information request which is'
the subject of such subsections, including-receipt by i

FMS of information in the. control of the Company or the
'

Trustee. PMS' reports pursuant-to this Section shall
be based upon information obtained from the Insurance

-

Companies issuing-the Insurance policies.under the
COM M program and from the Company'and/or the Trustee !

to t w <ttent any required information'is exclusively }withr.4 she control of the Company and/or the Trustee. j

Section 7.
-

Settla==nt of neath manafits.
assist the Company in obtaining in'a timely manne_r theFMS shall

'

settlement of death benefits with- the' appropriate Insurance j
.

-

Company for claims submitted under an. Insurance policy withrespect to a deceased Insured'.
Company shall be accompanied by a valid and: legal death-Each claim submission by the

'

;

certificate.
Insurance company shall be-directed to pay the proceeds of theIn accordance with the Split-Dollar Agreement, tho'
Term portion to the Beneficiary _ and to pay the: balance:of the(

-

;

pursuant to a written instruction from the Trustee'to FMS-toamount payable under,the Insurance policy to the Company, or,.
1-

been assigned to the Trustee.such effect, to the Trustee if. the Split-Dollar Agreement has
shall request the Insurance Companies-to make such payments by.Mhen commercially reasonable, FMSwire transfer.

,
.

>

,

Section 8. Emniovea Itarellment. . The Company-shall~
.

provide FMS, on a timely basis, enrollment lists identifying
employees who have or will become eligible for enrollment:in:theCOMRep. program-since the!

same. time notify FMS of employees being terminated- from: thePreceding enrollment period,'and at=-theCOMRep program..
,

referred to in Section 6, FMS will provide to the Company aAs part of the quarterlyiand annual reports
listing of all employees insured under the COMRep
Company agrees to notify FMS of.any discrepancies, program. The

take any action necessary to correct such discrepancies.:and FMS shall*

Section 9. Dav-to-Day Activition. 4

the Trustee, FMS shall coordinate-with the-Insurance (a)- Upon the receipt of written instructions from!

Companies the payment of insurance premiums, borrowing
against the Insurance policies, repayment of principal

h 11
.

3 . b
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of and inte.est on policy loans,'the surrender of
.

.

.

Insurance. Policies,csubstitution of other ?ermitted
Investments for- the Company?s interest in t he Insurance
Policies and transfer of the Insurance pclicies to the
Company, the issuance'of Insurance Policies on
additional employees of the-Company and/or its
Affiliates, the. substitution of-alternate Insureds
under the Insurance Policies, and such-other' services
reasonably requested by the Trustee or the Company =with
respect to servicing the Insurance Policies. FMS shallconfirm all such transactions by written notice to the

>

Trustee and the Company, unless such confirmation
notice is waived,-and shell-forward to the Trustee and
the Company copies of all confirmations issued byLthe

; Insurance Companies with respect to such-transactions.=

. (b)- Without limiting the: generality of the .
foregoing, FMS'will coordinate premium billings with ]
respect to the Insurance Policies issued by each _

''

Insurance Company so' as. to provide one' invoice- to the-
Trustee-and the Company for the aggregate Cash-Value .j

-

iPremiums' and separate invoices ~ to the company and each
Affiliate whose employeesLare covered by Insurance ,

Policies for the Term Premiums on the InsurancePalicies covering the respective employees of the|'

(~' Company.and each Affiliate.- All invoices shall be sontto the attention-of the Employee: Benefits' Department of'
the Company, and the-invoices for the Cash Value-
Premiums shall also-be sent to the Trustee.- FMS.shall- !,
provide the Company (to the attention of tho' Employee
Benaf!19 Department) and the Trustee. copies of alli r. ' ' sued'hytthe Insurance Companies.~

-

+
'

u) With respect-to.each Insurance Policy. FMS ~s5- 11 also, ion notice from the' Company,: notify theIrrr'ance ' 'nies.of, and;take'such action as may be a
nsu etr <__act, any changes in the designated

.

.

'-

Bet t c? th , l'e amount each Beneficiary is'to receive
a . avis ee's-death-or the settlement ot ,e.

tiarez . e ,chall" deliver.to the Company (ption 1

to theatiantien c'. the Employee Benefits Department) written |

constraccaon'o2 all such changes from FNS.and from:the-Insurance Companies.
.

'

'

(d) FM8 agrees to testify before any regulatory
bodies with jurisdiction-over the. Company or the
subject matter.of this Agreement as may be reasonably
requested by the-Company from time-to time. FMS shallbe entitled-to reasonable compensation for services ;

i

rendered under this subparagraph (d) and reimbursement,

,

-

12'-,

L
i

!

.
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L for reasonable expenses: incurred by FMS in. connection
therewith, including costs.for: legal, financial,

[ accounting, and; actuarial: services.

(e) While this: Agreement is in effect, FMS agrees.
that if,'following the termination of any Insured as-an .

iemployee of the Company or:of an Affiliate;of the
Company, such former waployee-continues to be the
Insured under.an Insurance policy, FMS'will continue to i

sortism adch Insurance Policy as provided herein,
! egebet abat FMS will coordinate directly with the-

it@ura$ with respect to the payment lof the Ters ;1
PrcNives and the designation of-the Beneficiary. !

!Section 10. Recordkaapino and security. FMS_shall iheep fulli complete and: accurate: records of all transactions and- '

communications under this Agreement or otherwise related to the
Insurance Policies, and shall keep such additional records-
related hereto r as may reasonably be requested by the Company or . }

_

the Trustee or, upon notice-from the_ Company- or the Trustee, as4
may beErequired- by any applicable- lawf or' regulations 1or-
requ1 story. body or agency with jurisdiction over the Company, . 1

,

the Trustee or the subject matter; of the Trust Agreement-or. this
FMS shall maintain-such records,' including.without !Agreement.

limitation.the Insurance policies, in: safe and secure facilities
- 1

( ''

reasonably protected-against damage from fire,: flood,< vandalism- !
1 ior other hasard.. FMS shall not-destroy any records related:to

this Agreement or.the Insurance policies without the-prior-
written consent of the Company and the Trustee. The Company and
the Trustee shall have the right .at/ any time 1during FMS': normal j

;
working hours to inspect the FMS recordkeeping system and '

-facilities, and FMS shall promptly:implementiany reasonable
. -

ichanges requested by the Trustee orLthe Company. Promptl
request by the' Trustee or - the. Company, FMS shall deliver 'y uponto the
Company or the Trustee copies of any records maintained by FMS
hereunder, and, upon termination of this Agreement, FMS 'shall .

deliver all such records to, or as directed in writing by, the- ' 'Company. FMS acknowledges that it is the intent of. the parties.|
i

that FMS shall maintain the primary. records with respect to the-
L Insurance policies and all transactions and communications ='

related thereto. 4

;

Section 11. Audits. At any time,-upon written not' ice
to FMS, the Company and the Trustee shall have the~right to ,

inspect and examine the books'of account,. records, receipts and
'

other pertinent information of FMS with respect to the Insurance 'policies and.this Agreement.. The Company.and the Trustee.shall1
also be entitled, at no expense to FMS,' at any time upon written
notice to FMS, to an independent audit of-such books of account,
records, receipt.t and other pertinent . inform: tion by a certified

'

1:
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!public accountant designated by the company or the Trustee. Any jsuch inspection or audit shall be conducted during the usual
!business hours of FMS.
tSection 12. Payment of Ernanman. Unless otherwise !provided for herein, each party to this Agreement shall be '

responsible for payment of all expenses, claims and fees paid to
i third parties as a result of the performance of their respectivel

obligations and duties under this Agreement, except.to the
extent the Trust Agreement provides that such expenses of the
Company and the Trustee are to be paid from the Trust Fund.

-

Section 13. Term and Termination. '

(a) The term of this Agreement shall commence on
the date hereof and terminate upon such date as the
last Insurance policy issued-under the COMReP program- ,

obtained via FMS is no longer in force, unless sooner
terminated as provided in this Agreement. FMS *

acknowledges that the Trust Agreement has been entered
into in contemplation of a term ending after final
Decommissioning of the Covered Unit (s), which is
presently estimated .to be completed in approximately 46

i years, and th)t the Company may elect, but is not
obligated under the Trust Agreement or this Agreement,

( to maintain the COMRep program in force until such time.
1

'

| (b) This Agreement may be terminated by the!
Company or the Trustee upon delivery of written notice.
(the "Terminatioh Notice") to FMS, and neither the
Company nor the Trustee shall have any' liability
whatsoever to FMS in' connection with such termination,.

,

Upon such termination in the absence of a Triggering '

Event, the conditional assignment provided for in'

Section 4 shall terminate and FMS shall have full
-

rights, title and interest to the FMS Servicing
Compensation.' Upon such termination of this Agreement ,

by the Trustee or the Company following an Event of,

|

Default by FMS, the Company shall have the rights
specified in Section 4. The right to terminate this
Agreement, whether pursuant to Section 4 or pursuant to
this Section 53, shall be the exclusive remedy of the

i Company and-the Trustee for a default by FMS hereunder,' ,

except' as otherwise provided in Section 14 below.

(c) At'any time following the second anniversary
of the date the initial Insurance policies are issued,
FMS may elect to resign as servicing agent hereunder
upon at least 90 days' prior written notice (the
" Notice of Resignation") to the- Company and the

. .s

e
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trustee,-which~ notice shall specify~the effective-date;
lof such resignation, provided no Event of Default has *

occurred end is continuing.at the time the Notice of
Resignation is given or at the 61me the resignation is
to become effective. In= such A=.ent,- FMS (i) may assign

!

-

its rights and obligations under~this Agreement to a
new servicing company approved by.the Company and'the '

Trustee, which approval shall not be unreasonably '

withheld, which assignee shall enter into a written
agreement with the Company and the Trustee assuming all-
of the obligations of FMS hereunder, or (ii)-in lieu:.

thereof, this Agreement shall terminate and the Company
,

!shall be entitled to.the FMS Servicing Compensation.as.
|

provided in Section 4.
>

. If the Company and-the Trustee
' fail to disapprove in writing of any successor

servicing. agent proposed by FMS and provided above
within 30 days af ter a written request from FMS for
such approval, the: Company and Trustee shall bc deemed- ,

;
to.have approved such successor servicing agent.

-

i.

(6) . Termination of this Agreement shall have.no
- ieffect upon the' rights and performance of:the parties

to and under the Insurance Policies.- FMS expressly
waives any claim, based on the assertion that the.

/, COMRep program is-a proprietary concept, lor otherwise,
k that the Company does not have the absolute right-

following any such termination :without any payment to
FMS, to continue to use permane,nt life insurance
policies, including without limitation the Insurance
policies, for.Various corporate: funding. purposes,
including the accumulation of funds for Decommissioning
as contempleted by the Trust Agre' ment, or'to ,

e
independently, or through a new agent employeed by the
company, develop,- implement and' administer a similar !

funding program.- Notwithstanding.the' foregoing,.
nothing herein shallibe construed'to require FMSito' *

provide to= the Company, cut allow the Company to use,
the computer sof tware developed by FMS in connection .

.

with the COMRep program except as expressly provided in
this. Agreement or:any " confidentiality and
non-disclosure agreement".with respect to the COMRep

;

Administrative Software.
Section 14. Liabilltv of EME. Neither FMS nor itsdirectors, officers or: employees will have any: liability with

respect to any loss, damage or expenses incurred by the Company
or the Trustee as a result of any claims,. actions or proceedings

-

threatened or brought'against the company or the Trustee by.
third parties based upon any acts or omissions of~FMS in its
performance of this Agreement undertaken.in good faith and

( .'
15,
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without gross negligence or intentional or willful misconduct.
In the event of the gross negligence or intentional or willful
misconduct of FMS, the Trustee and the Company shall be
entitled, in addition to the rights specified in Section 4, to
any remedies available at law or in equity.

Section 15. Successors and Assions! Aa s ia nment . .TheCompany may, without the consent of FMS or the Trustee, transfer
all or any portion of its interest under this Agreenent. NeitherFMS nor the Trustee shall assign its interest and obligations
under this Agreement without the written consent of the Company,which consent shall not be unreasonably withheld. Upon^any
transt3r of its interest hereunder by the Company, the Companyshall be released and discharged without further act or
formality whatsoever from its obligations hereunder with respect,

! to the interest transferred. In the case of any such conveyance!
' or transfer of less than all of the interest of the Company, (a)the transferor and Transferee or Transferees shall be severally

(and NOT jointly) obligated with respect to the- obligations of
the Company hereunder in accordance with the interest held by
each of them, and (b) if necessary, appropriate amendments shall
be made to this Agreement to provide for the situation in which
there is more than one party holding the original interest of 'the Company. Upon the substitution of a new person or entity
for the Trustee named above as trustee under the Trust
Agreement, such successor trustee shall automatically, without'-

further act or formality whatsoever, succeed to the interest ofthe Trustee under this Agreement. This Agreement shall be
binding upon and inure' to the benefit ~ of the permitted
successors and assigns ~of the parties hereto.

*

Section 16. . Notices. Any notice required to be given
.

in writing by any party to this Agreement shall be deemed duly
given if mailed by certified mail, postage prepaid,: return
receipt requested; personally delivered; delivered by expedited
delivery service; or sent by facsimile-or telecopytransmission. If any notice is given by mail, it will be
effective on the' fourth business day after it is deposited in
the mails as provided above; if given by personal delivery or
expedited delivery service, when delivered; or if given by
f acsimile or telecopy transmission, when received. .If notice isto be given to one party, notice shall also be given to eachparty using the same method of notice. Unless otherwisespecified herein, notice shall be sent to each party at its
office as set forth be, low, or to any other address subsequently

,

:

specified in writing by such party to the other parties:
If to FMS, at: FMS, Inc.

Suite 304
10250 Regency Circle

'f, Omaha, NE 68114
{ (f Telephone: (402) 391-4121'

.
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If to the 1

2Company, att public Service Company of New Mexico
Alvarado Square

'

Albuquerque, NM 87158
Attention: Secretary
Telephone (505) 848-2700

i

If to the
- 1Trustee, att First Interstate Bank of Albuquerque-

320 Gold Avenue, S.M.
post Office Box 1830
Albuquerque, NM 87103
Attention: Trust. Division
Telephone (505) 766-6330

Section 17. Default by Trustee or Comnany. In theevent that the Company or the Trustee shall breach this
Agreement, any non-defaulting party may give notice specifying ,

the breach to such breaching party. The Company or the Trustee,
,

as the case may be, shall have 30 days following such notice to- t

cure the breach, and the obligations of the parties not in
breach shall cease until such cure has been completed. If the-breach is not cured at the end of the 30-day period, the parties
not in breach shall be entitled to all legal and equitablef. 'C
remedies available; provided, however, if the breach stated in
the notice cannot be corrected within the 30-day period from the -

;

date'of such notice and the Company or Trustee, as the case may
be, has. instituted corrective action within the 30-day period .
and is diligently pursuing correction of the breach, the time ,

for such cure shall be extended,. but in no event'shall'such cureperiod exceed 90 days. If the breach is not' cured in the 90 ocy
period FMS shall have the option to terminate those services of
FMS under this Agreement which cannot reasonably be performed byFMS due to the def ault of the Company or the Trustee.

Section 18. Attornavn Feen. In an
.

under this Agreement, the party (or parties)y action arisingwhich prevails
shall be entitled to rbcover reasonable costs and attorney fees
incurred in such action from the nonprevailing party.

Section 19. Entire Aaremment. This' Agreement,
including exhibits hereto, constitutes the entire understanding

!

and agreement between the parties hereto and supersedes any;;

prior agreements between-the parties pertaining to FMS' servicesto the Company and the Trustee. There are no representations,
,

:

warranties, promises, covenants or understandings between the
parties with respect to such services other than those herein1

j expressly set forth.

k
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Section 20. Amendmentaf Waivers. No change,
modification or amendment of this Agreement shall be valid
unless in writing and signed by all parties hereto. No waiveror discharge of any provision of this Agreement shall be valid
unless in writing and signed by the party against whom its
enforcement is sought, and any waiver of the terms hereof shall
be effective only in the specific instance and for the specific
purpose given.

Section 21. section Headinos. The various section
headings are inserted for the convenience of reference only- and
shall not affect the meaning or interpretation of this Agreement
or any section hereof.

Section 22. severability. The invalidity or
unenforceability of any particular provision of this Agreement-
shall not af fect the other provisions of this Agreement, and
this Agreement shall be construed in all respects as if such

( invalid or unenforceable provision is omitted.
Section 23. Governino Law. This Agreement is made

pursuant to and shall be construed and enforced in accordance
with the laws of the State of New Mexico, irrespective of any

(' forum in which an action may be brought to enforce or secure an.interpretation of this Agreement.

Section 24. counternarts. This Agreement may be
'

executed in one or more counterparts, each of: which shall be
deemed an original and all of which together shall constitute
one and the Dame-instrhment.

|
' Section 25. survival. Any liability of a-party to any

other party hereunder accruing prior to the termination of this
Agreement as provided herein shall survive-such termination.

.

Section.26. Direct naalinas with Insurance comnanies.
Nothing in this Agreement shall be construed to limit in any way
whatsoever the right of the Coinpany and the Trustee to
communicate and deal directly with .the Insurance Companies. TheCompany and the Trustee shall give prompt written notice to FMS
of any matters arising from such direct dealings or*

communications which may affect the obligations of FMS
hereunder. ;

|
|

IN WITNESS WHEREOF, the parties have executed this
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Agreement as of the date first above written.

|

PUBLIC SERVICE COMPANY OF NEW
MEXICO

By-

f

Its

|
:

FINANCIAL MARKETING SERVICES,
L INC.

-

i
.

By-.
, ,

Its '

I
-

FIRST INTERSTATE BANK.OF "

ALBUQUERQUE, Trustee

Attest: gy_
. .

*Ny

.

..

.-

0222q:7/31/37:13
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- Exhibit A, ,,

SPLIT-DOLLMt LIFE INSURANCE AGREDer!

1
., THIS AGREDeff (" Agreement") d. cod the date indicated below is by andbetween Public Service Company of New Mexico (" Company") and the undersigned

employee ("Doployee"), and is entered into for the purpose of providing life
insurance protection for Employee upon the following terms and conditions:

1. Purchase of Insurance. Company agrees to cause to be purchased and
maintained, subject to Dnployee's rights provided in this Agreement, a policy.or
policies of life insurance on the life of Employee which Company deems appropriate
sufficient to provide insurance benefits upon Employee's death in the amount of the

: Employee Death Benefit (defined in Paragraph 3). The insurance company or
| companies issuing the policy or policies of life insurance (collectively, the

" Policy") are hereinaf ter collectively referred to as " Insurer." Company and or at

trustee on behalf of the Company will pay the annual gross premiums due on the
Policy. Employee expressly consents to the purchase and . ownership of the Policy

,

insuring -Employee's life in all respects as contemplated by this Agreement.

2. Richts in the Policy. Employee, . without the consent of any other
party, shall have the sole right to designate and change the beneficiaries of an
amount payable under the Policy upon Employee's death equal to' the~ Employee Death;

Benefit (as defined in Paragraph 3) and to select the settlement option under the
policy with respect to such amount. Company shall not terminate, alter or amend
any such beneficiary de'signation or settlement option election without the express
writsen consent of Employee. Company shall be entitled to receive the balance of
the proceeds of the death benefit payable under the Policy by Insurer upon
Employee's death not paid to Employee's designated beneficiaries. Payments to

i

Employee's beneficiaries and to Company of their respective portions of the death(i, benefit proceeds -due under the Policy shall be made by separate payment directly byInsurer. Company shall have and may exercise, except as limited hereinafter, any
and all other ownership rights and interests in the Policy, including, but not to
be limited to, any right to borrow from Insurer and to secure such borrowings byCompany's interest in the Policy provided that Company shall exercice its rights

.and, interests in this Agreement and the Policy _ in such a manner that upon, '

Deployee's death, at any time, the proceeds payable by the Insurer shall be in an
.

amount sufficient to pay the Employee Death Benefit (as defined in Paragraph 3).

3. Smoloyee Death Benefit. The Employee Death Benefit shall at any time
be the amount of life insurance benefits to which the Employee would be entitled if
the Deployee- had been insured under the Company's then current " Management Life
Insurance Plan" and " Service Group Term Life Insurance Plan." Notice of increasesi

or decreases in the Deployee . Death Benefit shall be as provided in Paragraph 4herein.
!

4. Increase or Decrease in Insurance. Subje-t to Employee's right to
decline, Company may, at its discretion, increase the amount of the Deployee DeathBenefit. Notice of any increase or decrease in Deployee Death Benefit may be
provided to Dnployee and Insurer under Company's' normal business practices and
Company shall maintain a record of the then current Deployee Death Benefit.

5. Acolication of Polley Dividends. On an annual basis Company shall, at
its discretion, have all rights to determine the application of Policy dividends,
provided that no such application of Policy dividends shall in any event reduce the_,

(, i amount of the Deployee Death Benefit.
J

6. Plan Manacement. For purposes of the Employee Retirement Security Act
of 1974 ("ERISA"), Deployee and Company intend and agree that Dnployee has no
right, interest or claim to any of Company's rights or interests in this Agreement

I i

I ,

*

v-r .. ,,-t..-
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or the Policy, and that none of Company's rights and interests in this Agreement or
the Policy shall constitute " plan assets" for purposes of the fiduciary obligations

,

prescribed ay ERISA, or shall otherwise be subject to the provisions of ERISA.
Company will be the " Named Fiduciary" and " Plan Administrator" of the welfare
benefit plan comprised of Employee's interest in this Agreement and the Policy (the
" Plan"), for which this Agreement is hereby designated the written plan instrument. |

7. Amendment and Assignment. This Agreement may be altered, amended or
,

modified only by a written agreement signed by Company and Employee. Either party
| any assign its interests and obligations under this Agreement provided that any

such assignment shall be made subject to the terms of this Agreement. This
Agreement, and any amendments hereto, shall be binding upon Company and Employee,
their heirs, legal representatives, successors and assigns.

8. Termination. This Agreement may be terminated at any time while
Employee is living by written notice thereof by either Company or Employee to the
other, and shall teminate upon (i) termination of Employee's employmenc, (ii) the
bankruptcy, receivership, insolvency or dissolution of Company, or (iii) nonpayment
of premiums on the Policy. In the event of termination of this Agreement, Company
shall have the right to designate and change the beneficiaries of the Employee
Death Benefit, and to select the settlement option therefor.

9. Governino tav. This Agreement sets forth the entire agreement of the
parties hereto with respect to the subject matter hereof, and any and all prior
agreements, to the extent inconsistent herewith, are hereby superseded. This
Agreement will be governed by the laws of the State of New Mexico.

( 10. Company Trustee. Employee acknowledges that the Company's rights and
interests in this Agreement may be assigned to First Interstate Bank of'

Albuquerque, or any other comparable financial institution satisfactory to Co.npany
(the " Trustee"), and such Trustee may become the record owner and co-beneficiary
v 'ar the Policy under a trust for the benefit of Company. Establishment of such
trust and assignment of Company's interest hereunder shall not modify or alter
Employee's rights or interests in this Agreement or the Policy. . .

IN WITNESS WHEREOF, the parties hereto have executed this Agreement, Company
by its duly authorized officer, on .

Employee - Print or Type Name

Employee - Signature

PUBLIC SERVICE COMPANY OF NEW MEXICO

By

'

.

.

Part 1. Company Copy . Part 2 Employee Copy Part 3 Custodian Copy
s , u_ > . . . _ . _ . . . _ . _ _ _ _ ._ _ _ _
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FIRST AMENDMENT TO ;

DECOMMISSIONING TRUST AGREEMENT- 1

,

This First Amendment to Decommissioning Trust Agreement
(" Amendment") is entered into as of January 1, 1990, between
PUBLIC SERVICE COMPANY OF NEW MEXICO, a New Mexico corporation
(the " Company"), and FIRST INTERSTATE BANK OF ALBUQUERQUE,-a New
Mexico banking corporation (herein called the " Trustee"),

"

RECITALS

A. The Company and the Trustee-previously entered-
iinto that certain Decommissioning Trust Agreement dated as-of -j

July 31, 1987-(the " Original Trust Agreement"), providing for '

the funding of certain decommissioning 1 costs and employee ibenefits through the use of permanent life insurance on certain '

employees of the Company. Unless otherwise defined herein, all
capitalized termscused in this Amendment shall- haventhe meanings i

assigned to such terms in the Original Trupt Agreement. !

B. The-Company has determined that'it is in its best
iinterests to generally provide the employee benefits previously

provided through the Insurance Policies through-alternate life .-

insurance programs and to devote the Insurance Policies, with
certain exceptions, solely to the purposes for which the Trust
Fund is to be used pursuant to:the Original Trust Agreement.

NOW, THEREFORE, in consideration of the foregoing and
the mutual covenants and conditions contained herein, the
parties agree as follows:

1. The definition of " Insurance Policies" is hereby
amended and superseded in its entirety to. read as follows:

-

" Insurance Policies" shall mean the policies of
(insurance generally described in Exhibits B and D

hereto, . initially issued or to be issued'by.the
insurance companies listed in Exhibit B hereto, and any
additional, supplemental or replacement Itherefor issued by such insurance companpolici'esies specified
in a Letter of Instruction, provided thatiin no-eventt

'

shall death benefits payable to an insured's
beneficiaries, as specified in any Split-Dollar

. ,Agreements in effect.from time, constitute part of.the '

Trust Fund.

2. The definition of'" Proceeds" is hereby amended-and
superseded in its entirety to cead as follows:

,

'- . . . . .
'"
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:

" Proceeds'' shall mean any amounts received in; the-
Trust Fund from the Permitted.-Investments, including-
surrender of'the Insurance Policies, payable'upon death

L of-an insured (other than death-benefits payable to:an-
insured's beneficiaries as-specified-in any
Split-Dollar Agreement in effect at the time of the
insured's death, which_shall be and remain the property
of such beneficiaries) or borrowing against-the

.

'

i

Insurance Policies, or. interest, dividends or sale-
proceeds from other-Permitted Investments.

3. Exhibit.A.to the Original Trust Agreement entitled
"COMReP Program Description" is hereby amended-and superseded in
its entirety by Exhibit A-1 attached hereto.

4. Except as amended hereby,.the Original Trust
Agreement shall_ remain unamended and in full--force and effect.

.

IN WITNESS WHEREOF,-the parties have-executed this
Amendment as of the date first set forth above.

|
.

l. PUBLIC SERVICE COMPANY'OF
NEW MEXICO, a New Mexico
corporation

By:
Title: %x v,w ?nes,,eur suo

CmerF,wouu Omcek

FIRST' INTERSTATE: BANK OF.
ALBUQUERQUE,'a New Mexico.
banking corporation'

,

y da By: AAL M bOI;

i TitYei JM/ Dif/ma Title: Mo/6141 C
'

- jg p
1659q
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EXHIBIT A-1

COMReP PROGRAM DESCRIPTION i

l

General ii

COMReP is primarily an investment program by Public
Service Company of_New dexico (the " Company"), the purpose of
which is to fund the Company's share of the decommissioning. 3
costslof certain nuclear powered generating facilities. 'In
addition, from time to time the-Company may provide-certain
employee insurance benefits through the COMReP' program. These
dual objectives will be achieved through the purchase and
maintenance of individual permanent life insurance policies
insuring the lives of participating ~ employees =of.the1 Company and
its Affiliates. Permanent life insurance policies provide a
pure insurance benefit upon the death of the insured,-together-
with an investment component._ Upon the death of an insured
employee, the insurer will pay both a-pure insurance benefit and
the accumulated cash value.

Reference is made to that~certain~ Service Agreement-

,

among the Company, Financial Marketing Services, Inc. ("FMS")
|

and First Interstate Bank of Albuquerque (the " Trustee"), as
; amended (the " Service Agreement") and the form of Split-Dollar i

Agreement (the " Split-Dollar Agreement")-which may be in effect
from time to time between the. Company and an Insured, which ist

I attached to the Service Agreement. Capitalized terms _used
herein shall have the same meanings in-this Exhibit A as-in the-
Service Agreement, the Split-Dollar Agreement'and the
Decommissioning Trust Agreement to which this Exhibit-A is
attached.

'

Implementation

To implement COMReP, the Company will maintain
individual permanent life Insurance Policies on participating
employees.. If there is a Split-Dollar Agreement in effect
between the Company and an Insured, the employee will have the

,

right to desigt te the Beneficiaries of the Term Portion of the |
Insurance-Policy, and to select the settlement option therefor.
The Company will in such event be entitled.to-all other rights-
and interests in the' Insurance Policy, including the cash value
build-up and the right to borrow from the Insurance Company to
the extent of such accumulated cash value. If there isEno
Split-Dollar Agreement in effect between'the Company and an-
Insured, the Company will have the' rights and benefits.under the
Insurance Policies covering such Insured and the employee will
have no rights or benefits with respect thereto.

t

-

;

;
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-_ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ - _ _ _ _ _ _ _ _ . . _ _ _ _ . _ _ _ _ _ _ _ . _ ___ . _ _ .

.

1

Employee Death Benefit,

| The Company anticipates that, as of January 1, 1990,
most participating 9mployees will receive their employee life

L insurance benerats through the Company's group term insurance
| policies. From time to time, the Company may determine that

additional and/cr alternate life insurance benefits for one or
more Insureds (who may but need not be a current employee of the
Company at such time) should be provided through COMReP. In
such event, the Company and the Insured will enter into a

i Split-Dollar Agreement, which will entitle the Insured to
l insurance benefits as may'be agreed upon between the Company and -

the Insured. Reference is made to the form of Split-Dollar
Agreement which is attached as an exhibit to the Service
Agreement.

The amount of the Employee Death Benefit is the amount +

of benefits to which the Insured's designated Beneficiary will
be entitled upon the Insured's death. Such proceeds will be
distributed by the insurer in accordance with the settlement
option selected by the Insured. The Insured will have the
exclusive right, at any time during his life when a Split-Dollar
Agreement is in effect with respect to his Insurance Policy to
change Beneficiaries or the settlement option.

Company Financial Benefit

As the beneficial owner of all other rights and
interests in the permanent life Insurance Policies, the Company
will have the opportunity to commence an investment program that
is uniquely advanta9ad because of favorable federal income tax
treatment. The amounts payable under an Insurance Policy in

i excess of the Term Portion, if any, is the Cash value
component. A portion of each policy's annual premium will be
credited to the Cash Value component of the Insurance Policy.
Based principally upon the portfolio earnings performance of the
Insurance Companies underwriting the Insurance Policies,
earnings on the accumulated Cash Value will also be credited
annually in the form of dividends. Depending on. returns that-
might be earned in future years from alternative investments,
the accumulated Cash Values of the Insurance Policies may be
left to accrue further, or may be withdrawn in the form of
policy loans and alternatively invested to realize greater
returns. In this way the Company can maximize over the years
the growth of the fund which will be accrued to eventually
defray its share of the cost of decommissioning nuclear power
generating facilities.

Decommissioning Trust

The Company's rights and interests in the permanent
life Insurance Policies will be administered through the use of

2

1
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,

a grantor trust to assure segregated administration of its
decommissioning program. The assets of the Trust including the
Company's rights in the Cash Value of the Insurance Policies are
not for the benefit of the Insured employees and such employees
shall have no rights to any assets in the Trust. The Trust is
being created to provide an external funding vehicle to
accumulate funds for the Company's share of the Decommissioning
Cost of PVNGS. The Insurance Policies constitute.a-Permitted
Investment under the Decommissioning Trust Agreement.

On a' periodic basis, the company will-deposit funds
designated for decommissioning to the Trust. From such funds
the Trustee will pay the annual premiums on the Insurance
Policies and other expenses, except for premiums allocable to
the insurance benefits provided to employees or former employees
pursuant to any Split-Dollar Agreements (ths " Employee Benefit
Cost"). The Employee Benefit Cost shall be paid by the Company
and/or its affiliated company and/or the Insured as provided in
the Split-Dollar Agreement.

The additional duties and responsibilities of the
! Trustee are described in the Decommissioning Trust Agreement.

The Trustee shall act solely at.the direction of the Company
pursuant to periodic Letters of Instruction. However, the

i Trustee is responsible that the assets of the Trust are used for
the purposes specified in the Decommissioning Trust Agreement.
Custodian and Servicing

In accordance with the Servicing Agreement, FMS, the
originator of COMReP, will provide certain services in securing
the Insurance Policies and otherwise implementing.COMReP. FMS
will also conduct certain annual reviews and analyses of COMReP
and investment alternatives, and will prepare certain reports
for and make recommendations to the Company and the Trustee. On
an annual basis Touche Ross & Co., or other nationally
recognized independent certified public accounting firm, will
prepare a special procedures report using selected auditing
tests. The nature and scope of-such report is as-provided in
the Service Agreement. A copy of the report will be dis.tributed

~

to the Trustee and the Company. FMS will also provide
assistance in the administration of claims filed with Insurance
Companies and payment of death proceeds to the Insured's

.

Beneficiaries and/or the Trust. To facilitate handling of the
'

Insurance Policies, FMS has been designated in the Service'
Agreement as the custodian of the actual Insurance Policies.
Copies will be available to the Trustee and to the Company.

1664q
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ATTACHMENT PSNM-4
i

Service Agreement, dated as of July 31, 1987, among First Interstate Bank of'
Albuquerque, Financial Marketing Services, Inc. and Public Service Company of
New Mexico, as amended by Amendment No. I to Service Agreement dated as af July
31, 1988 and Amendment No. 2 to Service Agreement dated as of January 1, 1990.
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iSERVICE AGREEMENT 'i
i

dated: July 31, 1987
i

among

i

(. PUBLIC SERVICE COMPANY OF'NEW MEXICO, I

1

FIRST INTERSTATE BANK OF-ALBUQUERQUE
.

<
.

and-

FINANCIAL MARKETING SERVICES,,INC. .
!

. .
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SERVICE AGREEMENT
i

I
THIS SERVICE AGREEMENT (the " Agreement") is made as ofJuly 31, 1987 by and-among~ FINANCIAL MARKETING SERVICES, INC. ,

("FMS"), FIRST INTERSTATE BANK QF ALBUQUERQUE, as trustee (the
" Trustee") under that certain-Decommissioning Trust Agreement .

dated as of July 31, 1987 with Public Service Company of New
'

Mexico (the " Trust Agreement"), and PUBLIC SERVICE COMPANY OF !NEW MEXICO (the " Company").

WHEREAS, the Company has decided to im
of Money Reduction-Plan" (the.*COMReP program")plement a " Costas described in
the-Trust Agreement, which11s incorporated herein by reference;and.

I

WHEREAS, it is the intent of.the parties that FMS shall
| act as agent.of the Trustee in connection with the

administration of the Trust Fund. and as agent of the Company-in
connection with the administration and servicing of'the Term
Portion of the Insurance Policies, and that.the Trustee and the. '

Company may independently exercise -their rights under. thisAgreement; and

WHEREAS, the parties. desire to enter.into an agreement
whereby FMS will agree to provide certain services-to.the

-
!-

Company, including certain consultation, assistance and advice
to the Company in connection with the COMReP program;.

NOW, THEREFORE, in consideration of the promises and
mutual covenants set forth herein,.it is mutually agreed by the. par. ties as follows:

1 DEFINITIONS

All words and phrases defined in the Trust Agreementshall have the same meaninotherwise defined herein. gs in this Service Agreement,;unlessIn addition, the following_words and. phrases shall have the following meanings.

" Beneficiary" means the party or parties entitled to:;

receive the death benefit proceeds associated with the Term
Portion of the Insurance Policies in the event of. the death of '

>

the Insured. i

" Cash value" means all amounts payable under an
.

Insurance Policy, except the amounts payable under the Term-'

Portion.

" Cash Value Premium" means all premium amounts payable
under an Insurance Policy except the Term Premium.

h.)

,

|
t.

.
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"COMReP* means the Cost of Money Reduction Plan! developed by FMS and is the process of using permanent life
insurance policies for various corporate funding purposes,

t

"COMReP Administrative Sof tware" means (i) all Company
-I

census and insurance policy data compiled and stored by FMS-in
' connection with the COMReP program through the date of any
;

transfer of such COMReP Administrative Sof tware to the Company,!- and (ii) such administrative software as is required to maintainl the ability to service the COMReP program in a manner i

substantially consistent with the servicing of the COMReP
program prior to any such . transfer, including preparation of 1

actuarial analyses- and projectiona. Transfer of such COMReP
Administrative Sof tware .to the Company will be contingent upon:
the company and its servicing agent signing a " confidentiality
and non-disclosure agreement" reasonably satisf actory to FMS. ;

" Event of' Def ault" means; a f ailure of FMS to perform or .
observe in any material respect any covenant or agreement
expressed in this Service Agreement which has been the subject
of a written " Notice of Def ault" given by the Trustee or -the
Company to FMS, and which f ailure shall have continued following
receipt of the Notice of Default for a period of 60 days.

-

*FMS" or " Financial Marketing-Services".means FinancialL

Marketing Services, Inc., a Nebraska. corporation which, pursuant
-

to the terms of an Agent of Record letter and this' Service
Agreement, will assist ~ the Company and the Trustee in the
implementation of COMRep and provide the annual ongoing reviewof the performance of the Insurance Policies.|

. -
,

"FMS $eivicing- Compensation" means the fees payable to
FMS by the Insurnuce Companies in connection:with servicing the
Insurance Policies, without : regard to whether FMS is then: acting
as servicing agent (the. " Unconditional Service Fees"), and shall

-

be equal to (a) with respect to the initial Insurance Policies, >

for the first ten (10 - policy years: (i) two percent 2%) of.the annual- premiums- pa)id with respect to the Insurance (Policies
issued by General American Life Insurance Company, plus
nine/ hundredths of one percent (.09%) of the annual " total cash

-

surrender value" of such Insurance ~ Policies; (ii) two percent(2%)_ of the annual premiums paid with respect to the Insurance
Policies issued by New England Mutual Life Insurance. Company;
(iii) two percent (2%) of the annual premiums paid with respect
to the Insurance Policies issued by The Equitable Life Assurance
Society of The United States; and (iv) two percent (2%) of the
Connecticut Mutual Life Insurance Company; and (b) with respectannual premiums with respect to the Insurance Policies issued by _
to additional Insurance Policies, for~ such period as the ,

'

O
2
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[' Unconditional Compensation s.ith respect to such Insurance'

Policies is payable to FMS, Han amount equal to the annual-
* service fees" specified as such in the agent;or broker
contracts between FMS and the Insurance Companies at the time of
the issuance of such Insurance Policies
fees" are separately identified as a comp (whether the " serviceonent of the
Unconditional compensation or. combined with sales commissions as
lump sum Unconditional Compensation). If such " service fees"are not identifiable in the agent or broker contracts with
respect to the additional Insurance Policies, then the annual
FMS Servicing Compensation with respect to such additional,

i

Insurance Policies shall be deemed to be equal to an amount
determined by multiplying the annual Unconditional Compensation

-

with respect to such Insurance Policies by a ratio, the
numerator of which is the aggregate annual Unconditional Service
Fees payable pursuant to (a) above, and the denominator of which
is the aggregate annual Unconditional Compensation payable with,

respect to the initial Insurance Policies.

" Insurance Companies" means the insurance companies
listed in Exhibit B to the. Trust Agreement initially-writing
Insurance Policies and any additional insurance companieswriting Insurance Policies in the future.

" Insurance Policy" or " Insurance Policies" mean a life
insurance policy or policies, the initial forms of which are.--,

i ( attached as Exhibit B to the Trust Agreement, issued by the;
Insurance Companies listed therein, including any additional or
substitute Insurance Policies.

l

" Insured" means an employee of the compan
Affiliate of the Company (at the time of issuance)y or of an;

! on whom anInsurance -Policy is issued and who, pursuant to the- Split-Dollar
Agreement, shall designate the Beneficiary of the Term Portion. ,

" Notice of Resignation".means a notice from FMS to the
Trustee and the Company of its intention to resign as servicing
agent under this Agreement pursuant to Section 13(c) below.

" Policy Anniversary Date" means January 1 of each year,.
unless another date is specified on a particular InsurancePolicy. Such January 1 corresponds to the initial dates on
which the Insurance Policies included in the COMReP programbecome effective. If such dates shall fall'on a Saturday,
Sunday or legal holiday, the Policy Anniversary Data shall be
the next succeeding business day.

" Split-Dollar Agreement" means the split-dollar
agreement, the form of which is attached hereto as Exhibit A,
between the Company and each Insured named therein pursuant to-

3
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i which the respective ownership of the cash value and Term
Portion of each Insurance Policy are -described. The Company'srights under the split-Dollar Agreement will be assigned to the |

!Trustee while the Trustee holds _ title to the related InsurancePolicy or Policies. !
'

" Term Portion" means the portion of each Insurance
Policy to which the Insured is entitled pursuant to the terms ofthe Split-Dollar Agreement.

|" Term Premium" means the premium amount for the Term !

Portion of the Insurance Policy, calculated at the average rate
paid by the Company (at the time of such calculation) with
respect to group term life insurance policies maintained by the
Company on employees of the Company and/or its Affiliates.

" Triggering Event" means an event terminating the right
of FMS to collect the FMS Servicing Compensation as provided inSection 4(a) below.

" Unconditional Compensation" with respect to any-
Insurance Policies means the compensation payable. to FMS by the
Insurance Companies with respect to such policies without regard
to whether FMS is then acting as servicing agent.

(" Section 1. Issuance of Insurance Policies. Upon
receipt of an Agent of Record -letter signed' by an officer of the
Company, FMS shall recommend to the Company the names of
nationally recognized life insurance companies qualified to
write the insurance policies for the COMReP program. 'At thedirection of the Company, FMS shall obtain the Insurance

,

'

Policies from those companies approved by the Company.
-

,

Any
Insurance Policies not in the forms attached' as Exhibit B to theTrust Agreement must be approved in advance. by the Company.

-

Incoordination with the Company, FMS will handle enrollment of the
initial Insureds and future Insureds, submission of insurance
applications to the Insurance Companies and provide other
assistance necessary for the issuance of the Insurance. Policies.

Section 2. Custodian. The Insurance Policies will beissued either to the Trustee on behalf of the Company or to the
Company and 'then assigned to the Trustee.
appointed custodian of the Insurance Policies.FMS-is hereby-FMS-shall retain
possession of the original Insurance Policies until requested by
either the company or the Trustee to deliver such Insurance
Policies to the Trustee or the Company.
deliver to the Trustee and the Company a copy of -theFMS shall automatically
declarations page of each Insurance Policy upon issuance and/or
modification, and shall deliver copies of the entire Insurance
Policies upon request by the Trustee or the Company.

O
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Section 3. MS Fees. FMS agrees that for its services
under this Agreement, it shall look solely to the Insurance

,

!

Companies issuing the COMReP Insurance Policies for its
compensation, and:neither the Company nor the Trustee shall have
any liability whatsoever in connection therewith; provided,
however, if insurance policies are obtained by the Trustee or-
the Company from insurance companies for whom FMS is not acting
as Agent of Record, and FMS is requested to monitor such
insurance policies and provide similar services as specified
herein, FMS shall be entitled to reasonable compensation from| ;

the Trust Fund or from the Company in an amount to be agreed to
by FMS and the Company, and provided further, that if MS and!

the Company fail to agree on such additional compensation, FMSneed not provide such similar services. In addition, if
services not contemplated herein'are requested of FMS by either
the Company or the Trustee, FMS shall- be entitled to additional
reasonable compensation from the Company or the Trust Fund, ,

elected by the Company, in an amount-to be agreed to by the- as '

parties hereto; provided, that if M S and the Company fail to
agree on such additional compensation, FMS need' not provide such

'

additional services.

Section 4.
Assianment of FMS Servicina Comnensation.

I. (a) FMS acknowledges that the Trustee and the
Company have entered into this Agreement-in reliance
upon the insurance expertise of ms and with the
expectation that FMS'will assist the Company and the
Trustee in the administration of the COMReP program ,

throughout the term of this Agreement by providing the
'

services contemplated herein. FMS further acknowledges' ,

that it will be paid certain FMS Servicing Compensation
by the Insurance Companies issuing the Insurance
Policies which are intended to reimburse the costs ofservicing the Insurance Policies while they are in -

force. MS further acknowledges that if it ceases to
provide the services contemplated by this Agreement,
the total cost thereaf ter to the Company and/or the
Trustee to maintain and administer the Insurancel

Policies and the- COMReP' program would be ,likely to
increase. - In consideration of the foregoing,- FMS-
hereby assigns to the Company (for payment to a-
licensed insurance agent approved by the Company and by

-

the Trustee) all rights of FMS, hereaf ter accruing, to
the FMS Servicing Compensation payable by the Insurance
Companies with respect to the-Insurance Policies
obtained via FMS or otherwise related to the
implementation by the Company of the COMReP program, ;

provided, that this assignment of the rights to the FMS
{

'
5
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Servicit.g Compensation shall be conditioned upon the- - i
.

occurrence of one of the.following events (the. - !
:

' Triggering Events")

(i) the company or the Trustee shall give
notice.of.the intent to terminate this Agreement
due to. an Event of Def ault by FMS hereunder;: 4

1
(ii) FMS shall dissolve or otherwise ceaseto exist, voluntarily.or involuntarily;
(iii) FMS shall deliver to the Trustee and .the Company a Notice of-Resignation which shall be ' i

followed by termination of: this Agreement, all
pursuant to Section'13(c)(ii) below;-or

!'

(iv ~ !

other pro)ceeding seeking' liquidation,FMS shal1 commence a voluntary case..or-
reorganization or other relief with respect-to-
insolvency or other similar-law now or hereafter ,

in effect or seeking the ~ appointment of : a trustee, I

receiver, liquidator, custodian or other similar ;

official of it or any, substantial-part of its 1

property, or shall-consent'to any such relief or ,

to the appointment of or taking of possession by- ;-

any such-official in an involuntary case or other-I ;

proceeding.commenc,ed against it, orcahall make~a
general assignment for the benefit of creditors, j

or sha111take any corporate. action- to Lauthorise- 1

any of the foregoing; or an involuntary case'or
other proceeding shall be commenced against'FMS
seeking liquidation, reorganisation or.other.

,

j

relief with respect 1to it or its debts,under any L

bankruptcy, insolvency or other similar law now or I

hereafter in effect:or. seeking the appointment of
a trustee, receiver, liquidator, custodian or

,
'

other similar official of'it or:any substantial
part of.its property, and such involuntary case or '

other proceedingishall remain undismissed or
unstayed for'a period'of!60. consecutive days..

FMS bereby gives to and confers upon the: Company (to be
exercised through a licensed insurance agent' approved by the ;

Company and by the Trustee) the|right, power; and authority to .
acollect the FMS Servicing Compensation, subject to the

conditions set forth above, and hereby appoints the. company its
'

true and lawful attorney-in-fact, at. the option of the Company
-

at any time and from time to time (acting through a licensed
demand, receive and enforce payment, to give receipts, releasesinsurance agent approved by the Company and~ by the Trustee), to-

O
6
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|' and sacisf actions, and to sue, ir. the name of MWB or the i

Company, for all such FMS Servicing Compensation subject to theassignment provided for in this Section 4.
.

(b) The conditional assignment of the FMS
Servicing Compensation provided for in this paragrapn-

s

is intended to be an absolute assignment from FMS to
the Company and not merely the passing of a security

^

interest.. i

(c). Upon the occurrence of any: Triggering-Event,
at the option of the' Company =in the case of Tri

-Events specified in. paragraph- (a)(i), . (ii) or -(ggeringiv),-(i)FMS shall assign-its rights and obligations under this
Agreement to another servicing agent reasonably
approved by. the Company- and the Trustee, -which assignee
shall enter into.a written-agreement with the' Company
and the Trustee assuming:all the obligations of FMS
hereunder, or (ii).this Agreement shall terminate.and
the Company (or the Trustee, if so' elected by the
Company)'shall.thereafter collect, or' assign to another
servicing agent selected by the. Company, the FMSServicing Compensation. If the Company- and the Trustee

' fail to disapprove in writing of any successor,

servicing. agent-proposed by FMS pursuant to
subparagraph (c)(i) within 30 days-after a written-,'

t,

request from FMS fori approval, the company and the
Trustee shall be deemed to have approved such servicing -! agent.

*

(d) FMS represents, warrants and covenants that -i

it (i) has not previously assigned, pledged or granted.a security interest in
''

Compensation or any par,t thereof;orsinterest therein,-its rights to-the FMS Servicing
,

i '

and will not do any of.the foregoing in the future;
(ii) shall not amend, cancel, modify , release,
supplement, terminate or waive, or en,ter into or give
any agreement, approval or consent with respect.to the
FMS Servicing Compensation;'or -(iii) shall not take any
action with respect to'the FMS-Servicing ~ Compensation!

which is inconsistent with the provisions or: purposes
of this Agreement or which would ~ adversely. affect theL

! rights of the Company or the Trustee hereunder. ;

(e) FMS further agrees that, upon the occurrencei

of a Triggering Event, FMS will deliver to the Company:
or the new servicing agent the'COMReP' AdministrativeSoftware. The Company shall not distribute any such ,

! software to any party which is not an" Affiliate of the
,

Company or of such new servicing agent.

( '
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Section 5. Advisory Service.
prior to each ' policy Anniversary Date, FMS shall review theNot later than 60 days
Insurance policies included in the COMRep progr.im and, in
accordance with such review, make recommendatioas and rtnac
advice on matters with respect to the COMRep program to the. ,

Company and the Trustee including advice relating to taking and .

repaying policy loans and such other matters as are related to
the application and transfer of COMReP funds. Upon the writtenrequest of the Company or the. Trustee FMS shall provide such
additional advisory services as may re,asonably be requested, at
the expense of the Company or the Trust Fund as provided inSection 3. The services of FMS contemare advisory only and FMS assumes no, plated by this dection' 5-and shall have no,
responsibility for making any decisions on behalf of the Companyor the Trustee with respect to matters for which its-
recommendations and advice are requested.

, Section 6. Reoortina and Evaluation.
(a) On a quarterly basis using a calendar year,

FMS shall prepare a report, in a form reasonably
acceptable to the Company and the Trustee, setting
forth with respect to each Insurance Policy included in.
the COMReP program during the preceding calendar( quarter: (i) the name of the Insured employee; (ii). the( f ace amount of the Inst ::ance Policy; (iii) policy loans
outstanding; (iv) the i storest paid or accrued during
the preceding calendar quarter on policy loans; and (v)
the gross and net surrender values of the policy. ,

Suchquarterly report may be based upon the latest
information provided by the Insurance Companies'or
reasonably determinable by FMS and shall be delivered
to the Company and the Trustee on or before the
fif teenth day of the next calendar quarter, commencing| April 15, 1988, provided that the report with respect
to the fourth quarter of any calendar year after 1987
shall be incorporated into the annual report providedpursuant to paragraph (b) below.

(b) FMS shall prepare and deliver to the Trustee
and the Company an annual report, in a form reasonably
acceptable to the Company and the Trustee, (i) setting
forth with respect to each Insurance Policy included in
the COMReP program during the Company's fiscal year:
(A) the name of the Insured employee;-(B) the face
amount of the Insurance Policy; (C) policy loans
outstanding; (D) the interert paid or ' accrued ~ during
the calendar year on policy loans; and (E) the- gross
and net surrender values of the policy; (ii) containing

8
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j a report on the latest projected earnings on or--

j increases in the Cash Value of the-Insurance policies #
| based upon the latest earning projections of the

Insurance Com If in the reasonable judgment ofthe Company, panies.
<

the new earn,ings projections of the ,
1

!

Insurance Companies differ materially from those used
in preparing the latest actuarial analysis contemplated|

j by paragraph (c) below, FMS shall, upon the request of l
j the Company, prepare and deliver to the company and th
! Trustee, within sixty (60) days following such request'

i

'

a new actuarial analysis in the form required b;

]
paragraph (c). Each such annual report shall be '

delivered to the Trustee and the company no later than;

20 days before the end of the compan 's current fiscal
'

I

) Year (or such other date identified the company with
reasonable advance notice to FMS), be inning Decemoer I1 1 Such report shall be as of December 31 of

]
.

,

:

|
(c) Every three yet.s, commencing in 1990, FMS

shall prepare and deliver to the Company and the
Trustee an actuarial analysis, based upon reasonable
without limitation estimates of future insurance-assumptions agreed to by FMS cnd the Company, including,

i

premiums and future returns provided by the InsuranceI

!
( Companies, of whether the funds generated by the'-

j Insurance policies (other than the Term portion),
together with the other permitted Investments then heldi

in the Trust Fund, will be sufficient to provide the
:!unds necessary to pay the ' costs of Decommissioning the '

;

covered Unit (s) at the end of their useful lives, and a
recommendation as to whether the Compa*ny's annual

.

i contribution to the Trust Fund should be changed.
analysis shall include a projection of yearly cash Such

flows over the Decommissioning funding period, using
*

historical and forecasted data. Such report shall be
delivered no later-than 20 days before the end of the
Company's current fiscal year (or such other'date
identified by.the Company w!th reasonable advance-
notice to PMS), beginning December 11, 1990.. With
respect to incorporating the other permitted
Investments referred to above in the analysis to be
prepared by FMS, the Company shall provide to FMS who ,

current value of euch permitted Investments and the
Company's expectatfoi of future earnings on such
permitted Investments sufficiently in advance of .the -
due date of such report as to allow FMS to incorporate .

such data in its analysis. i

h 9
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(d) On an annual basis, FMS shall retain at its
esponse Touche Ross & Co., or another nationally
the Company and the Trustee (the * Accountants"), torecognised certified public accounting firm approved by

i

perform a review and evaluation of the report referred :

to in paragraph b) of this Section relating to theCOMRep program, a(nd, in connection therewith, deliver
.

4

to FMS, the Company and the Trustee a special j

_ procedures report, which report shall be developed i

using selected auditing procedures reasonably i

seceptable to the Company and the Trustee and shall {
-

include, but is not limited to, e' discussion of the
'

followin matterst (i) gross insurance outstanding;(ii) pol cy loans outstanding; (iii) interest paid oraccrued on policy loans and (iv Cash value o.soutstanding Insurance po;licies. )Such report will be
presented to the Trustee and the Company no later than
20 days before the- and of the company's
current fiscal year (or such other date identified by
the Company with reasonable advance notice to FMS),beginning December 11, 1987
of December 31 of each year. Such results shall be as I

!

the co(mp)any or the Trustee, and at the expense of theFrom time to time as requested in writing by
e

i-

I. - Company or the Trust- Fund as contemplated -by Section 3, .

FMS shall provide the Company and/or the Trustee with
such information related to the CONRep program which is
in its possession or reasonably accessible to FM8 as

'

(i) may be required to allow the Company _ or the Trus
to comply with applicable-laws and regulations; or (tee
may be reasonably requested by the Company and/or theii)

.

Trustee.
:

i
(f)following yearOn an annual basis, on'or before May 1 of the

Company with rea(sonable advance notice to FMS), FMSor such other date identified by the
!
l

I shall provide the Company with the information in its
'

possession or reasonably accessible to it which may be|

requested by the Company to meet its reporting'

! requirements of part I of Title I of the Employee
Retirement Income Security Act of 1974 -(ERISA) ini

connection with the Company's Management Life Insurance
plan and Service Life Insurance plan for Exempt -

4

Employees.
1

(g) FM5 shall provide to the Company and the
Trustee copies of all annual summary reports issued by

'

!
the Insurance Companies with respect to the Insurance|

policies not later than 14 business days following
'

receipt of such reports by FMS.

10
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(h) The !

-paragraphs (a) performance of the services set forth in )through (g) above shall be conditioned
upon the timely receipt by FMS and the Accountants, or i

their designees, of all information necessary to |

commence and complete or comply _with the appropriate
review and evaluation or information request which is

'i

the subject of such subsections, including receipt by t

_|FMS of information in the control of the Company or theTrustee. FMS' reports pursuant to this Section shall :

be based upon information obtained-from the Insurance !

iCompanies issuing the Insurance Policies under the
| CoMaep program and from the Company and/or the Trustee

-

to the extent any required information is esclusively!

! within the control of the Company and/or the Trustee. ,

;
l Section 7. settimmant of Death manafits. FMS shall !

'

| assist the Company in obtainin in e timely manner the
settlement of death benefits w th the appropriate Insurance '.

'

Company for claims submitted under an Insurance policy with; respect to a deceased Insured. Each claim submission by the
'

'

Company shall be accompanied by a valid and legal death
certificate. In accordance with the Split-Dollar Agreement, the ,

Insurance company shall_ be directed to pay the proceeds of the
'

,

'

Tara portion to the Beneficiary and to pay the balance of the; (
amount payable under the Insurance. Policy to the Company,' or,{

't
pursuant to a written instruction from the Trustee to FMS to ,

such effect, to the Trustee if the Split-Dollar Agreement has
'

'

been assigned to the Trustee. '

When commercially reasonable, FMS
wire transfer.shall request the Insurance Companies to make such payments by

-

. . .

Section 8. Employee Enre11mant. The Company shall
,

provide FMS, on a timely basis, enrollment lists identifying
employees who have or will become eligible for enrollment in the
COMReP program since the preceding enrollment' period, and at thesame time notif
COMReP program.y FMS of employees being terminated from the .

_ As part of the quarterly and annual reports
referred to in Section 6, FMS will provide to the Company- a r

listing of all employees insured under the COMRep
company agrees to notify FMS of any-discrepancies, program. The

and FMS shalltake any action necessary to correct such discrepancies, ;

Section 9. Dav-to-Day Activitian. i

'.
(a) Upon the receipt of written instructions from

the Trustee, FMS shall coordinate with the Insurance
Companies the payment of insurance premiums, borrowing
against the Insurance Policies, repayment of principal

() 11
.
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i
of and interest on policy loans, the surrender of

I

, ,

Insurance Policies, substitution of other Permitted
1Investments for the Company's interest in the Insurance
!

| Policies and transfer of the Insurance Policies to theCompany, the issuance of Insurance Policies on (
I

l additional employees of the Company and/or its !

Affiliates, the substitution of alternate Insureds !*

{ under the Insurance Policies, and such other services 1
i

i reasonably requested by the Trustee or the Company with irespect to servicing the Insurance Policies. FMS shall ;
i confirm all such transactions by written notice to the;

'

; Trustee and the Company, unless such confirmation-
I notice is waived, and shall forward to the Trustee and ":

the company copies of all confirmations issued by the
!

Insurance Companies with respect to such transactions.
-

i

(b) Without limiting the generality of the ii foregoing, FMS will coordinate premium billings (th i
'

respect to the Insurance Policies issued by est
Insurance Company so as to provide one invoice ,o the >

| Trustee and the company for the aggregate Cash Value .

Premiums and separate invoices to the Company and each
*

!

Affiliate whose employees are covered by Insurance1 *

policies for the Term Premiuns on the Insurance1 :Policies covering the respective employees of thei company and each Affiliate.,

All invoices shall be sent'

to the attention of the Employee Benefits Department of
;

,

-

ithe Company, and the invoices for the Cash Value
Premiums shall also be sent to the Trustee.

4

FMS shall '
provide the company (to the attention of the Employee
Benefits Department) and the Trustee copies of all .

invoices' issued by the Insurance Companies.
*

.

(c) With respect to each Insurance Policy, FMS
shall also, upon notice from the Company, notify the ,

Insurance companies of, and take such action as may be
'

necessary to effect, any changes in-the designated
Beneficiary, the amount each Beneficiary is to receive .

upon the employee's death.or the settlement optioni therefor. FMS shall deliver to the Company (to the
attention of the Employee Benefits Department) written-
confireation of all such changes'from FMS and from theInsurance Companies.

(d) FMS agrees to testify before any regulatory
bodies with jurisdiction over the Company or the
subject matter of . this Agreement- as may be reasonably
requested by the Company from time to time. FMS shallbe entitled to reasonable compensation for services
rendered under this subparagraph (d) and reimbursement

h
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$or reasonable es enses incurred by FMS in connection! therewith, includ ng costs for legalaccounting, and actuarial services. , financial,j

; 1
1i

(e) While this Agreement is in effect, FMS agreesI that if, following the termination of any Insured as an ,

), employee of the Company or of an Affiliate of the
I company, such former employee continues to be the t
i ;Insured under an Insurance policy FMS will continue toi service such Insurance policy as p,rovided herein,

t

:
|

except that FMS will coordinate directly with the
!

Insured with respect to the payment of the Term !

premiums and the designation of the Beneficiary.
;

t. Section 10. maeordkaanine and security. FMS shall -I

keep full, complete and accurate records of all transactions and ,

communications under this Agreement or otherwise related to thei

Insurance policies, and shall keep such additional = records :

:related. hereto as may reasonably be requested by the Company orj the Trustee or, upon notice from the Company or the Trustee, as .'

may be required by any applicable law on regulation or.

'

regulatory body or agency with jurisdiction over the Company, !
|

the Trustee or the subject matter of the Trust Agreement or this -

| Agreement. FMS Ah411 maintain such records, including withoutj limitation the Insurance policies, in safe and secure f acilities ;

(' reasonably protected against damage from fire, flood, vandalismi

\ or other hasard. FMS shall not destroy any records related to,

i this Agreement or the Insurance policies without the prior
'

i

written consent of the Company and the Trustee.
'

The Company and
the Trustee shall have the right at any time during FMS' normal

-

working hours to inspect the FMS recordkeeping system and
*

facilities
changes req,uested by the Trustee or the Company.and FMS shall promptly implement any reasonable'

,
.

,

promptly uponi

request by the Trustee or the Company, FMS shall deliver to the t

Company or the Trustee copies - of any records maintained by FMS
hereunder, and, upon termination of this Agreement, FMS shall
deliver all such records to, or as directed in writing by, theCompany. FMS acknowledges that it is the intent of the parties
that FMS shall maintain the primary records with respect to the
Insurance policies and all transactions and communicationsrelated thereto.

Section 11. Audits. At any time, upon written notice
toFMS, the Company and the Trustee shall have the right to
inspect and examine the books of account, records, receipts and
other pertinent information of FMS with respect to the Insurancepolicies and this Agreement. The Company and the Trustee shall
also be entitled, at no expense to FMS, at- any time upon written >

notice to FNS, to en independent audit of such books of account. -

records, receipts and other pertinent information by a certified
O '
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public accountant designated by the Company or the Trustee.
such inspection or audit shall be conducted during the usual Anybusiness hours of FMS.

Section 12 Payment of Ernennen. Unless otherwiseprovided for herein, each party to this Agreement shall be
responsible for payment of all expenses, claims and fees paid to

,

|
third parties as a result of the performance of their respective
obligations and duties under this Agreement, except to the
extent the Trust Agreement provides that such expenses of the

i

{ Company and the Trustee are to be paid from the Trust Fund.
'

Section 13. Term and Termination.
(a) The term of this Agreement shall commence on;

the date hereof and terminate upon such date as the
last Insurance policy issued under the COMRep program
obtained via FMS is no longer in force, unless sooner;

terminated as provided in this Agreement. FMS
acknowledges that the Trust Agreement has been entered) into in contemplation of a term ending after final

| Decommissioning of the covered Unit (s), which is
.

j presently estimated to be completed in approximately 46 i

years, and that the Company may elect, but is not I'

obligated under the Trust Agreement or this Agreement,(- to maintain the COMRep |program in force until such time.'.;

(b) This Agreement may be terminated by thei
Company or the Trustee upon delivery of written notice|

(the ' Termination Notice') to FMS, and neither the
Company nor the Trustee shall have any liability
whatsoever to FMS in connection with such termination.

-

,

Upon such termination in the absence of a Triggering s

Event, the conditional assignment provided for in
Section 4 shall terminate and FMS shall have full

,

rights, title and interest to the FMS ServicingCompensation.
Upon such termination of this Agreement

by the Trustee or the Company following an Event of
Default by FMS, the Company shall have the rightsspecified in Section 4. The right to terminate this
Agreement, whether pursuant to Section 4 or pursuant to
this Section )3, shall be the exclusive remedy of the

,

i

Company and the Trustee for a default by FMS hereunder, j

except as otherwise provided in Section 14 below. !

(c)
of the date the initial Insurance Policies are issued,At any time following the second anniversary
FMS may elect to resign as servicing agent hereunder
upon at least 90 days' prior written notice (the
' Notice of Resignation *) to the Company and the

C
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Y Trostee, which notice shall specify the effective date
of Tuch resignation, provided no Event of Default has
ocettred and is continuing at the time the Notice of '

Resignation is given or at the time the resignation is
to become effective. In such event, ms (1) may assign
its rights and obligations under this Agreement to a
nem servicing company approved by the Company and the
"rustee, which approval shall not be unreasonably,

withheld, which assignee shall enter into a written
agreement with the Company and the Trustee assuming all
of the obligations of FMS hereunder, or (ii) in lieu
thereof, this Agreement shall terminate and the Company
shall be entitled to the FMS Servicing Compensation as,

iprovided in Section 4. If the Company and the Trustee
! fail to disapprove in writing of any successor

servicing agent proposed by FMS and provided above
| within 30 days af ter a written request from FMS fori

such approval, the Company and Trustee shall be deemed'

to have approved such successor servicing agent.;

(d) Termination of this Agreement shall have no
, effect upon the rights and performance of the parties
! to and under the Insurance policies. FMS expressly

j

waives any claim, based on the assertion that the
COMRep program is a proprietary concept, or otherwise, i

1 '

( that the Company does not have the absolute right
-

1following any such termination without any payment to,

I

FMS, to continue to use permane,nt life insurance !
i 1

| policies, including without limitation the Insurance
Policies, for various corporate funding purposes,
including the accumulation of funds for Deconnaissioning

,ias contemplated by the Trust Agreement, or'to *

independently, or through a new agent employeed by the
Company, develop, implement and' administer a similarfunding program. Notwithstanding the foregoing,,

nothing herein shall be construed to require m8 to
provide to the Company, or allow the Company to use,
the computer software developed by' FMS in connection
with the CONRep program except as expressly provided in
this Agreement or any ' confidentiality and
non disclosure agreement" with respect to the COMRep
Administrative Software.
Section 14. Liability of run. Neither VMS nor l'tsdirectors, officers or employees will have any liability.with

respect to any loss, damage or expenses incurred by the Company
or the Trustee as a result of any claims, actions or ,vroceelings 4

threatened or brought against. the Company or the Trustee by
third parties based upon any acts or omissions of FMS .'n itsperformance of this Agreement undertaken in good faith and )

{,5
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without gross negligence or intentional or willful misconduct.
In the event of the gross negligence or intentional or willful
misconduct of FMS, the Trustee and the Company shall be
entitled, in addition to the rights specified in Section 4, toany remedies available at law or in equity.

Section 15. Suceassers and Annianst Assionmant. TheCompany may, without the consent of FMS or the Trustee, transfer
all or any portion of its interest under this Agreement. NeitherFMS nor the Trustee shall assign its interest and obligations
which consent shall not be unreasonably withheld.under this Agreeme'nt without the written consent of the Company,Upon any
transfer of its interest hereunder by the Company, the Companyshall be released and discharged without further act or
formality whatsoever from its obligations hereunder with respectto the interest transferred. iIn the case of any such conveyance
or transfer of less than all of the interest of the Company,
the transferor and Transferee or Transferees shall be severally(a)
(and NOT jointly) obligated with respect to the obligations of
the company hereunder in accordance with the interest held by
each of them, and (b) if necessary, appropriate amendments shall
be made to this Agreement to provide for the situation in which
there is more than one party holding the original interest ofthe company.
for the Trustee named above as trustee under the TrustUpon the substitution of a new person or entity

{. Agreement, such successor trustee shall automatically, without
further act or formality whatsoever, succeed to the interest ofthe Trustee under this Agreement.
binding upon and inure' to the benefit of the permittedThis Agreement shall be
successors and assigns of the parties hereto.

Section 16. Notices.

given if mailed by certified mail, postage prepaid, returnin writing by any party to this Agreement shall be deemed dulyAny notice required to be given
'

delivery service; or sent by f acsimile or telecopyreceipt requested; personally delivered; delivered by expedited1

!

transmission. If any notice is given by mail, it will be
effective on the fourth business day af ter it is deposited in
the mails as provided above; if given by personal delivery or
expedited delivery service, when delivered; or if given byf acsimile or telecopy transmission, when received. !

to be given to one party, notice shall also be given to eachIf notice isparty using the same method of notice. Unless otherwisespecified herein, notice shall be sent to each party at its '

office as set forth below, or to any other address subsequentlyspecified in writing by such party to the other parties:
If to FMS, att FNS, Inc.

Suite 304
10250 Regency Circle

h, Omaha, NE 68114
Telephones (402) 391-4121

16
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If to the,

l Company, att Public Service Company of New Mexico
Alvarado square

-!

Albuquerque, NM 87158
Attention: Secretary '

s

Telephone (505) 848-2700
| *

; If to the
Trustee, att

| yirst Interstate Bank of Albuquerque,

320 Gold Avenue, S.W.'

post Office Box 1830
Albuquerque, MN 87103
Attention: Trust DivisionTelephonet (505) 766-6330

Section 17. Default by Trustaa or ca==anv. In theevent that the Company or the Trustee shall breach this
Agreement, any non-defaulting party may give notice specifyingthe breach to such breaching party. The Company or the Trustee,
as the case may be, shall have 30 days following such notice to,

t

cure the breach, and the obligations of the parties not in
breach shall cease until such cure has been completed. .

If thebreach is not cured at the end of the 30-day period, the parties
not in breach shall be entitled to all legal and equitable~

k. remedies available; provided, however, if the breach stated in
'

the notice cannot be corrected within the 30-day period from the
'

date of such notice and the Company or Trustee, as the case may
be, has instituted corrective action within the 30-day period
and is diligently pursuing correction of the breach, the time
for such cure shall be extanded, but in no event-shall such cure -

period exceed 180 days'
period FMS sha'41 have the option to terminate those services ofIf the breach is not cured'in the 90 day

. ,

FMS under this Agreement which cannot reasonably be performed byFMS due to the default of the Company or the Trustee.
Section 18. Attornavn Faan. -In anunder this Agreement, the party (or parties)y action arisingwhich prevails

shall be entitled to recover reasonable costs and attorney fees
incurred in such action from the nonprevailing party.

; Section 19. Entire Aara===at. This Agreement,.
including exhibits hereto, constitutes the entire understanding ,

and agreement between the parties hereto and supersedes any
prior agreements between the parties pertaining to FMS' . servicesto the Company and the Trustee.
warranties, promises, covenants or understandings between theThere are no representations,
parties with respect to such services other than those hereinexpressly set forth.

()
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Section 20. Amendmentar Waivers. No change,i

modification or amendment of this Agreement shall be valid
unless in writing and signed by all parties hereto. No waiveror discharge of any provision of this Agreement shall be valid
unless in writing and signed by the party against whom its,

'

enforcement is sought, and any waiver of the terms hereof shall |

be ef fective only in the specific instance and for the specific _

j
'

purpose given.
1

Section 21. Eaction Headinam. The various sectioni
headings are inserted for the convenience of reference only and'

shall not affect the meaning or interpretation of this Agreementj or any section hereof.

Section 22. Severabl11tv. The invalidity ori unenforceability of any particular provision of this Agreementi shall not af fect the other provisions of this Agreement, andthis Agreement shall be construed in all respects as if such!

invalid or unenforceable provision is omitted.
Section 23. Governino Law. This Agreement is made

pursuant to and shall be construed and enforced in accordance
with the laws of the State of New Mexico, irrespective of any

;

i forum in which an action may be brought to enforce or secure an
i interpretation of this Agreement.
; (.~

'
Section 24. counternarta. This Agreement may be .

;
executed in one or more counterparts, each of which shall be'

deemed an original and all of which together shall constitute
one and the same instrument.

Section 25. ' survival.
'

other party hereunder accruing prior to the termination of thisAny liab'ility of a party to any:
|

| Agreement as provided herein shall survive such. termination. |

Section 26.
Direct Dealinan With Insurance comnanien. I

I

whatsoever the right of the Company and the Trustee toNothing in this Agreement shall be construed to limit in any way
.|

,

|

communicate and deal directly with the Insurance Companies. TheCompany and the Trustee shall give prompt written notice to FMS
.

; of any matters arising from such direct dealings or ,

communications which may affect the obligations of FMS '

,

i

hereunder.

IN WITNESS WHEREOF, the parties have executed this
i '

) !
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Agreement as of the date first above written.

PUBLIC SERVICE CONFANY OF NEWMEXICO

gy .h-/

Its Vd> b ^Y Wl d
i

FINANCIAL MARKETING SERVICES,
INC.

)
'

1

< ?gy _ 4 I -

Its __ w a n.w
i

.

FIRST INTERSTATE BANK OF..

-

ALBUQUERQUE, Trustee ;,

'

Attestt ( '

. / /../

hn62'5.' bit,t.~,

,,,m -

,

} Its $ ^*.er l!*tf b's usc!'$' ._'''Y'..

*~' j j/ /

.
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i
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SPLIT-DcLtAR LIFE INSURANCE AGREDerf
,

'

,. THIS ACREDerf (" Agreement") dated the date indicated below is by a.4*
betseen public Service Company of New Mexico (" Company") and the undersigned j
employee ("tmployee"), and is entered into for the purpose of providing life
insurance protection for Employee upon the following terms and conditions:

1. Purchase of Insurance. Company agrees to cause to be purchased and
maintained, subject to Employee's rights provided in this Agreement, a policy or
policies of life insurance on the life of Employee which Company deems appropriate
sufficient to provide insurance benefits upon Employee's death in the amount of the

|Employee Death Benefit (defined in Paragraph 3). The insura cne company or ;
| companies issuing the policy or policies of life insurance (collectively, the l

" Policy") are hereinafter collectively referred to as " Insurer." Company and or a
on behalf of the Company will pay the annual gross premiums due on thetrustee

policy. Employee expressly consents to the purchase and ownership of the Policyj insuring employee's life in all respects as contemplated by this Agreement. '
,

i

2. Richts in the Policy. Employee, without the consent of any other
.

party, shall have the sole right to designate and change the beneficiaries of an
payable under the Policy upon Employee's death equal to the Employee Deathamount

;
Benefit (as defined in Paragraph 3) and to select the settlement option under thepolicy with respect to such amount. Company shall not terminate, alter or amend

i
,

any such beneficiary designation or settlement option election withcut the express'

written consent of Employee. Company shall be entitled to receive the balance of
i the proceeds of the death benefit payable under the Policy by Insurer uponEmployee's death not paid to Employee's designated beneficiaries. Payments to
.

Employee's beneficiaries and to Company of their respective portions of the! (, death
benefit proceeds due under the Policy shall be made by separate payment directly byInsurer.

Company shall have and may exercise, except as limited hereinafter, any
i

and all other ownership rights and interests in the Policy, including, but not,

to
be liuited to, any right to borrow from Insurer and to secure such borrowings by

'

Company's interest in the Policy: provided that Company shall exercise its rights
and interests in this Agreement and the Policy in such a manner. that upon
Employee's death, at any time, the proceeds payable' by the Insurer shall be in an

sufficient to pay the Employee Death Benefit (as defined in Paragraph 3).amount

2. Employee Death Benefit. The Employee Death Senefit shall at any ti:te
be the amount of life insurance benefits to which the raployee would be entitled if
the Imployee had been insured under the Company's then current " Management *ife
Insurance Plan" and " Service Group Term t.ife Insurance Plan." .

Notice of increases
or decreases in the Employee Death Benefit shall be as provided in Paragraph 4herein.

4. Increase or Decrease in Insurance. Subject to Employee's right to-
decline Company may, at its discretion, increase the amount of the Employee DeathBenefit. Notice of any increase or decrease in Employee Death Benefit may be
provided to Employee and Insurer under Company's normal business practices and
Company shall maintain a record of the then current Employee Death Benefit.

L Acolication of Policy Dividends.
itr discretion, have all rights to determine theOn an annual basis Company shall. at

application of Policy dividends,
provided that no such application of Policy dividends shall in any event reduce theamount of the Employee Death Benefit.

(* ^ /
6. Plan Management. For purposes of the Employee Retirement Security Act

of 1974 ("ERISA"), Employee and Company intend and agree that Employee has no
right, interest or claim to any of Company's rights or interests in this Agreement

.

, . ., e *
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or the Policy, and th&t none of Company's rights and interests in this Agreement or
,

the Policy shall constitute " plan assets" for purposes of the fiduciary obligations*

prescribed by ERISA, or s .all otherwise be.

subject to the provisions of ERISA.'

Company will be the " Named riduciary" and " Plan Administrator" of the welfare
-

benefit plan comprised of Employee's interest in this Agreement and the Policy (the
4

" Plan"), for which this Agreement is hereby designated the written plan instrument.
7. Amendment and Assianment. This Agreement may be altered, amended or

modified only by a written agreement signed by Company and Employee. Either partymay assign its
interests and obligations under this Agreement provided that any

such assignment shall be made subject to the terms of this Agreement. ThisAgreement,
and any amendments hereto, shall be binding upon Company and Employee,

their heirs, legal representatives, successors and assigns.
!

8. Termination. This Agreement may be terminated at any time whileEmployee is
living by written notice thereof by either Company or Employee to theother, and shall terminate upon (i) termination of Employee's emplo (ii) the

'

bankruptcy, receivership, insolvency or dissolution of Company, or (yment,iii) nonpaymentof premiums on the Policy.
In the event of termination of this Agreement, Companyshall have the right

Death Benefit, and to select the settlement option therefor.to designate and change the beneficiaries of the Employee
i 9. Governino Law. This Agreement sets forth the entire agreement of the

parties hereto with respect to the subject matter hereof, and any and all prior
agreements, to the extent inconsistent herewith, are hereby superseded. This;

Agreement will be governed by the laws of the State of New Mexico.
10. Comoany Trustee.

Employee acknowledges that the Company's rights and
-

(' * interests in this Agreement may be assigned to First Interstate Bank of
1

Albuquerque,
(the " Trustee"), and such Trustee may become theor any other comparable financial institution satisfactory to Company
under the Policy under a trust for the benefit of Company. record owner and co-beneficiaryEstablishment of suchtrust and assignment of Company's interest hereunder shall not modify or alter
Employee's rights or interests in this Agreement or the Policy.,

-

IN WI* NESS WHEREOF,
by its duly authorized officer, on _the parties hereto have executed this Agreement,Company

.

Employee - Print or Type Name

Employee - Signature
|
|

PUBLIC SERVICE COMPANY OF NEW MEXICO

By

C',.: .;

-

,.

p

;Part 14 Coinpany Co'py Part 2. Employee Cc~e
Pan 3. Custoclee ceren4 7 .m _ . . __ . = . - - ~ -
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ANtJNDMENT NO. 1 TO SERVICE AGREEMENT

This Amendment No. 1 to Service Agreeme..t is entered

into as of the 31st day of July, 1988 by and among Public

Service Company of New Mexico (*pMM*), First Interstate Bank of

Albuquerque (" Trustee") and Financial Marketing Services, Inc. 1

("FMS*).
!
' RECITALE

A. pNM, Trustee and FMS previously entered into that

certain Service Agreement dated July 31, 1987 (the " Original

! Agreement") relating to the administration of the COMRep

insurance plan developed for pMM.
i
iB. The parties now desire to amend the Original

Agreement to (i) substitute a new form of Split-Dollar Agreement

for the form originally attached as Exhibit A thereto, and (ii)

permit the future amendment of such form of Split-Dollar

Agreement without further amendment to the Service Agreement, i

NOW, THEREFORE, in consideration of the foregoing, and

the mutual covenants and conditions contained herein, the

parties agree as follows:

1. Definition of Bolit-Dollar Agreement. The

definition of " Split-Dollar Agreement" contained in the Original
Agreement is hereby amended and restated in its entirety as
follows:

"' Split-Dollar Agreement' means the split-dollar
agreement, the current form of which is attached hereto
as Exhibit A, between the Company and each Insured

,

F
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|
'

named _therein pursuant to which the respective |i

| ownership of the Cash Value.and Term Portion of each |
'

Insurance Policy are described, and any substitute or
amended form thereof submitted by the Company to the
Trustee and FMS. The Company's. rights under the

,

j
i

Split-Dollar Agreement will be assigned to the Trustee
while the Trustee holds title to the related Insurance

' '

Policy or Policies." i

i

2. Substituted Form of Enlit-Dollar Aaremment. The

form of Split-Dollar Agreement attached as Exhibit A to the ;

!

original Agreement is hereby superseded in its entirety by the

form of Split-Dollar Agreement attached hereto'as Exhibit A.

3. No Other Amendments. The Original Agreement, )

except as amended hereby, shall remain unmodified and in full

force and effect.
'

,

IN WITNESS WHEREOF, the parties have executed this i

Amendment No. 1 to Service Agreement as of the day and year

first set forth above.,

PUBLIC SERVICE COMPANY OF NEW
| NEXICO

By: >M '

' .
ItF:bu / kid IS,1 # b eruTr k

'

I

FINANCIAL ING ERVICES,INC.

! By:
P U ti(MIts: '

\
,

FIRST INTERSTATE BANK OF
'

ALafmtin Trus e

eL 1/
Its: L . LA', Mw r .h57A:"de

! $!* * /db
v- ( '~/ .

4 .

0822q 7/13/88 ''

1

! 2
;

i
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EXH! BIT A

SPLIT. DOLLAR LIFE INSURANCE AGREEMENT

Til!S AGREEMENT (" Agreement") dated the date indicated below is by and between Public
Service Company of New Mexico (" Company") and the undersigned employee (" Employee"), and is
entered into for the purpose of providing life insurance protection for Employee upon the following terms
and conditions:

1. Purchase of Insurance. Company agrees to cause to be purchased and maintained, subject
to Employee's rights provided in this A greement, a policy or policles oflife insurance on the life of Employee

'

which Company deems appropriate, sufficient to provide insurance benefits upon Employee's death in the ,

amount of the Employee Death Benefit (defined in Paragraph 3). The insurance company or companies
issuing the policy or policies of life insurance (collectively, the " Policy") are hereafter collectively referred
to as " Insurer." Company and/or a trustee on behalf of Company will pay the annual gross premiums due
on the Policy. Employee e xpressly consents to the purchase and ownership of the Policy insuring Employee's
life in all respects as contemplated by this Agreement.

2. Rinhts in t he Pollev. Employee, without the consent of any othe r party, shall have the sole right

to designate and change the beneficiaries of an amount payable under the Policy upon Employce's death
equal to the Employee Death Benefit (as defined in Paragraph 3) and to select the settlement option under
the Policy with respect to such amount. Company shall not terminate, alter or amend any such beneficiary
designation or settlement option election without the express written consent of Employee. Company shall ;

be entitled to receive the balance of the proceeds of the death benefit payable under the Policy by Insurer upon

Employee's death not paid to Employee's designated beneficiaries. Payments to Employee's beneficiaries
and to Company of their respective portions of the death benefit proceeds due under the Policy shall be made
by separate payment directly by Insurer. Company shall have and may exercise, except as limited hereinafter,
any and all other ownership rights and interests in the Policy, including, but not to be limited to, any right
to borrow from Insurer and to secure such borrowings by Company's interest in the Policy, provided that
Company shall exercise its rights and interests in this Agreement and the Policy in such a manner that upon
Employee's death, at any time, the proceeds payable by the Insurer shall be in an amount sufficient to pay
the Employee Death Benefit (as defined in Paragraph 3).

3. Emnlovec Death Betard. The Employee Death Benefit shall at any time be the amount of
life insurance benefits to which the Employee is entitled under Company's then current" Management Life
Insurance Plan"and " Service Life Insurance Plan for Exempt Employees." Notice ofincreases ordecreases

i in the Employee Death Benefit shall be as provided in Paragraph 4 herein.

4. Increase or Decrease in Insurance. Subject to Employee's right to decline, Company may,
at its discretion, increase the amount of the Employee Death Benefit. Notice of any increase or decrease in

the Employee Death Benefit may be provided to Employee and Insurer under Company's normal business
practices and Company shall maintain a record of the then current Employee Death Benefit.

5. Aonlication of Pollev Dividends. On an annual basis Company shall, at its discretion, have
all rights to determine the application of Policy dividends, provided that no such application of Policy
dividends shall in any event reduce the amount of the Employee Death Benefit.

6. Plan Manacement. For purposes of the Employee Retirement Security Act of 1974
("ERIS A"), Employee and Company intend and agree that Employee has no right, interest or claim to any
of Company's rights or interests in this Agreement or the Policy, and that none of Company's rights and
interests in this Agreement or the Policy shall constitute " plan assets" for purposes of the fiduciary
obligations prescribed by ERIS A, or shall otherwise be subject to the provisions of ERIS A. Company will
be the " Named Fiduciary" and " Plan Administrator" of the welfare benefit plan comprised of Employce's

- ..- -- - . --. - - _. -- .
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interest in this Agreement and the Policy (the " Plan ') for chich this Agreement is hereby designated the I

written plan instrument. {
7. Amendment and Assignment. This Agreement may be altered, amended or modified only )

by a written agreement signed by Company and Employee. Either party may assign its interests and4

obligations under this Agreement provided that any such assignment shall be made subject to the terms of ,

this Agreement. This Agreement, and any amendments hereto, shall be binding upon Company and j

Employee, their heirs, legal representatives, successors and assigns. |
8. Termination. This Agreement may be terminated at any time while Employee is living by

'

written notice thereof by either Company or Employee to the other, and shall terminate upon (i) termination

! cf Employce's employment, (ii) the bankruptcy, receivership, insolvency or dissolution of Company or (iii)
nonpayment of premiums on the Policy. In the event of termination of this Agreement, Company shall have |
the right to designate and change the beneficiaries of the Employee Death Benefit and to select the settlement

;
option therefor.

9. Governine Law. This Agreement sets forth the entire agreement of the parties hereto with
respect to the subject matter hereof, and any and all prior agreements, to the extent inconsistent herewith, i

are hereby superseded. This Agreement will be governed by the laws of the State of New Mexico. |
10. Company Trustee. Employee acknowledges that Company's rights and interests in this |

'

Agreement may be assigned to First Interstate Bank of Albuquerque, or any other comparable financial i'

!
institution satisfactory to Company (the " Trustee"), and such Trustee may become the record owner and co-
beneficiary under the Policy under a trust for the benefit of Company. Establishment of such trust and
assignment of Company's interest hereunder shall not modify or alter Employee's rights or interests in this !

Agreement or the Policy, f

IN WITNESS WHEREOF, the parties hereto have executed this Agreement, Company by its duly
authorized officer, on !_.

!

!

!

i
Employee - Print or Type Name |.

.

Employee Signature

( PUBLIC SERVICE COMPANY OF NEW MEXICO F

L
By ;

1

I

|

Pan 1 PNM Copy Pan 2 FMS Copy Pan 3 EmployecCopy
| M - - . - - . . - - - . . . - _ -. - _ -
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AMINDMENT No. 2 70 SERVICE AGREDENT

This Amendment No. 2 to service Agreement is entered
into as of January 1, 1990 by and among PUBLIC SERVICE COMPANY
OF NEW MEXICO, a New Mexico corporation ("PNM"), FIRST
INTRR8 TATE RANK OF ALBUQUERQUE (" Trustee") and FINANCIAL
MARKETING SERVICES, INC. ("FM8").

RECITALS

A. PNM, Trustee and FM8 are parties to that certain
Service Agreement dated July 31, 1967, as amended by Amendment
No. 1 to service Agreement dated as of July 31, 1968 (as so
amended, the " Service Agreement"). Capitalised terms used
herein, unlese otherwise defined herein, shall have the meanings
assigned to such terms in the service Agreement.

B. PNM has now determined that it is in its best
interests to generally provide the employee life insurance
benefits formerly provided through COMReP using alternate life
insurance policies, and, with limited exceptions, to terminate
all the Split-Dollar Agreements and assign to the Trustee all
the rights and benefits under the Insurance Policies.

.

C. Concurrently herewith, PNM and the Trustee have
entered into a First Amendment to Trust Agreement to reflect the
changes in the COMReP program described above.

D. The parties now desire to amend the Service i

Agreement to reflect such changes in the COMReP program.

NOW THEREFORE, in consideration of the foregoing and
the mutual covenants and conditions contained herein, the
parties agree as follows:

1. The definition of " Insured" set forth in the
Service Agreement is hereby amended and superseded in its
entirety to read as followst |

" Insured" means an emp1 yee of the Company or of |
an Affiliate of the Company at the time of issuance) !
on whom an Insurance Policy is issued and who, if and
so long as a split-Dollar Agreement with respect to

'

such Insurance Policy is in effect, shall designate the
Beneficiary of the Term Portion.

i

I

-

- -- - --

. . . _ . . . . . . . ..
_. .. .. ..
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3. The definition of "Belit-Dollar Agreement" set
forth in the Service Agreement is breby amended and superseded'

in its entirety to read as follows:

"8plit-Do11ar Agreement" means any split-dollar
agreement, the current form of which is attached hereto
as Exhibit A, between the C g any and an Insured
pursuant to which the respective ownership of the Cash
Value and Term Portion of such Insurance Policy is
described, and any substitute or amended form thereof .

submitted by the Company to the Trustee and FMS. The
Company's raghts under any such Split-Dollar Agreement
will be assigned to the Trustee while the Trustee holds
title to the related Insurance policies or Policies.

3. The definition of " Term Portion" est forth in the
Service Agreement is hereby amended and superseded in its
entirety to read as follows:

" Term Portion" means the portion of an Insurance
Policy to which the Insured is entitled, if any, I
pursuant to the terms of any Split-Dollar Agreement in 1

effect between the Company and the Insured.

4. The definition of " Term Premium" set forth in the
service Agreement is hereby amended and superseded in its
entirety to read as follows: ,

" Term Premium" means the premium amount, if any,
for the Term Portion of the Insurance Policy,
calculated and to be paid as provided in the service
Agreement.

5. Section 6(f) of the Service Agreement is hereby
amended and superseded in its entirety to read as follows:

(f) on an annual basis, on or before May 1 of the
following year (or such other date identified by the
company with reasonable advance notice to FMS), FMS
shall provide the company with the information in its
possession or reason 21y accessible to it which may be
requested by the company to meet its reporting
requirements of Part I of Title I of the Employee i

Retirement Income'8ecurity Act of 1974, as amended and.
in effect from time to time, or any successor statute i

("ERISA") in connection with the company's employee !
life insurance benefit plans then in effect. '

6.. The third sentence of Section 7 of the Service
Agreement is hereby deleted in its entirety and the following is
substituted in its pasco:

2

.

.
.

.
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If there is a 8plit-Dollar Agreement-in effect at the
time-of the death of the Insured, the Insurance Company
shall be directed to pay the proceeds of the Term
Portion to the Beneficiary and to pay the balance of
the amount payable under the Insurance Policy to the
Company, or, w esuant to a written instruction from the
Trustee to M to such effect, to the Trustee if the
company's rights under the Split-Dollar Agreement have
been assip ed to-the Trustee. If there is no
8plit-Dollar Agreement in effect at the time of the
death of the Insured, the Insurance company shall be
directed to pay all the proceeds of the Insurance
Policy to the Company. Or, pursuant to a written
instruction from the Trustee to FM8 to such offect, to
the Trustee if.the company's rights under the Insurance
Policy have been assigned to the Trustee.

7. The first sentence of Section 9(b) of the Service
Agreement is hereby amended and superseded in its entirety to
read as follows:

(b) Without limiting the generality.of the
foregoing, FMS will coordinate premium billings with
respect to-the Insurance Policies issued by eacho ,

'Insurance Company so as to provide one invoice to the
Trustee and the company for the aggregate Cash Value
Premiums and separate anvoices to the party or parties
responsible, pursuant to any Split-Dollar Agreements in 4

effect at such time, for payment of the Term Premiums
on any Insurance Policies.

,

8. Section 9(e) of the Service Agreement is hereby
amended and superseded in its entirety.to read as follows:

(e) While this Agreement is in effect, FM8 agrees
that if, following the termination of any Insured as en
employee of the Company or of an Affiliate of the

!Company, such former employee continues to be the
Insured under an Insurance Policy and a Split-Dollar
Agreement is in effect with respect to such Insurance ;

Policy, FMS will continue to service such Insurance '

Policy as provided herein, except that FM8 will
coord,,nate directly with the Insured with respect to
the payment of the Term premiums and the designation of !
the Beneficiary. ,

9. Except as amended hereby, the Service Agreement
shall remain unamended and in full force and effect.

,

3
,
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IN NITNESB NMER30F, the parties.have entered into thisI

Amendment as of the date first set forth above.j

PUBLIC SERVICE C0KPANY OF
NEW MEK!C0

i

,%, . , x rb / Jh n ;
'

. ~ x ..... - ~
Cner &ne*s- creneA-

|FINANCIAL MARKETING SERVICES, INC.-

6.W.W#4, -

;

I ties W /Xxr _

i

i

?'

FIRST INTER 3 TATE BANK OF
i ALSUQUERQUE, Trustee

'
3|r 3|r d <
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ATTACHMENT LADWP-1
.

i

!

CERTIFICATE OF LOS ANGELES DEPARTMENT OF >

i

WATER AND POWER RESPECTING DECOMMISSION FUNDS FOR t

PALO VERDE NUCLEAR GENERATING STATION UNIT 1 :

i

i

The Los Angeles Department of Water and Power ("LADWP") .

hereby certifies that financial assurance for decommissioning the

LADWP's 5.70 percent interest in Unit 1 of the Palo Verde Nuclear j
Generating Station (PVNGS) will be provided in an amount which !

may be more, but not less than 5.70 percent of the amount stated
*

!

in the table in paragraph (c) (1) of 10 C.F.R., Section 50.75, {
.

adjusted annually using a rate at least equal to that stated in

|- paragraph (c) (2) of 10 C.F.R. Section 00.75. Such amounts will i

|

be accumulated in accordance with 10 C.F.R., Section 50.75.(e),

through the mechanism of an external sinking fund in which

deposits are made at least annually, unless any such annual
1

deposits have been prepaid through advance deposits or investment
e

income and appreciation or both.
,

LADWP has' entered into a Decommissioning Trust Fund

Agreement (" Trust Fund Agreement") for PVNGS Unit 1 dated as of.
.

July 17, 1990 with Security Pacific National Bank, as Trustee. |

!

i

i

i

1,
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LADWP certifies that it will make periodic deposits

into the Trust Funds established pursuant to the Trust Agreement
,

i in an amount or amounts which, together with investment income

and appreciation, will be sufficient to provide decommissioning

funds at the end of fiscal year in an amount not less than

5.70 percent of (A) $116,590,000 (1989 dollars) (amount required

by 10 C.F.R. , Section 50.75(c) (1)), adjusted annually in

accordance with 10 C.F.R., Section 50.75(c) (2) and the final
Regulatory Guide on Assuring the Availability of Funds for

Decommissioning Nuclear Reactors, multiplied by (B) the ratio

obtained by dividing (C) the number of years and any portion

thereof af ter June 30, 1990 to the end of the fiscal year for

which the amount is being= calculated by (D) the number of years

and any portion thereof after June 30, 1990 to the expiration of

term stated in the PVNGS Unit 1 Facility Operating License No.

NPF-41.

LOS ANGELES DEPARTMENT OF
WATER AND POWER

'

By:
ELDON A. COTTON

Title: Assistant General Manager -
Power

Address: P.O. Box 111. Room 1155
Los Anaeles. CA 90051

Telephone No.: (213) 481-5651

|

*

'

>
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ATTACHMENT LADWP-2

STATEMENT OF LOS ANGELES DEPARTMENT OF WATER AND POWER (LADWP) I
RESPECTING ITS SHARE OF THE ADJUSTED CERTIFICATION

AMOUNT, STATUS OF ITS EXTERNAL FUNDS AND PROPOSED
PERIODIC PAYMENTS INTO ITS EXTERNAL FUNDS FOR
DECOMMISSIONING PALO VERDE NUCLEAR GENERATING j

STATION (PVNGS) UNIT 1 |

1. Adjusted Certification, amount for $116.590.000
for PVNGS Unit 1 (See Attachment 3)

2. LADWP's share (5.70%) of adjusted j 6.646.000
Certification amount for PVNGS Unit 1

3. Status of the LADWP's External Funds 9 1.168.514
| for PVNGS Unit 1 as of 6/30/90

4. Currently proposed (semiannually) Not less than
payments into its External Funds, $ 79.662*
including 7% projected earnings
on investments,

I

,

.

h
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DepartmentofWaterandPbwer j ) theCityof LosAngeles
10M BR ADLI Y Commission
Meyat ' R10K J. CARtF50, hrudrat

) ACL W. Li t Ni Y, Ike besMent
NOR M AN L. NICHOLE, General Menever and Chief Engtwer

AN01.L M. ICHI VAR Rl A E LDON A. COTTON, Anorant Genrrel Manager. Power
CAROL WHtI.Lt R DUANE L. 01OR05.50N. Anhient GrneralManager. Hasar
u ALtiR A. Et t M AN DANllL W Wall RS, Auktent General Manager e Essernel AfetusJUD11H K. DAY 150N,3rrreserr NOR M A N J. POWL R$, Chef Anencial Ohler*

CERTIFICATE

I, Judith K. Davison, Secretary of the Los Angeles

Board of Water and Power commissioners, do hereby certify that

the attached Decommissioning Trust Agreement dated as of July 17,
{

1990 between Security Pacific National Bank, as Trustee, and the

Los Angeles Department of Water and Power (the " Department"), is

a true and correct conformed copy of the original of such

document, and that such document was executed by Eldon A. Cotton,

the duly appointed Assistant General-Manager - Power of the

Department pursuant to authority granted to him as the Assistant
General Manager - Power of the Department.

eck Y 2- c- On
V /]6

'

;

;

,

Water and Power Conservation . . .a way of life
ill North Hope Strat, les Arytes, Cabfornia O Mohg addesr Box li t, les Angeles 900510100 I

7skpluvr:(213) 4814211 CsNraddrra tooot A TAX (213)481441
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DECOMMISSIONING TRUST FUND AGREEMENT I

9

:

By and Between n.

! :

LOS ANGELES DEPARTMENT OF WATER AND POWER
.

.

!

-| and
f-

SECURITY PACIFIC NATIONAL BANK, ap' Trustee

t

Dated as of July 17, 1990

i

?

k

.j
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LOS ANGELES DEPARTMENT OF WATER AND POWER
DECOKMISSIONING TRUST = FUND AGREEMENT I j

.7

|

This DECOMMISSIONING TRUST FUND AGREEMENT-I.is entered into I
L '

as of July __, 1990,.by:and.between the LOS ANGELES DEPARTMENT OF
WATEk AND POWER ("LADWP"), a municipal corporation organized and' ,

existing under and by the laws'of the' state of California ^and +

SECURITY PACIFIC NATIONAL BANK (" Trustee"),_a national banking
association having trust powers and organized under the laws of
the United States as Trustee.

WHEREAS, the United-States Nuclear Regulatory Commission
("NRC"), has promulgated re ulations in Title.10, Chapter I of 1

v
the Code of Federal Regulations, Part~50, as may be amended from y

- time to time (the " Regulations"),.which are applicable to LADWP, !

and require that a holder of a license issued pursuant to 110 CFR
Part 50 provide assurance that funds will be available when .

needed for required decommissioning activities;
'

WHEREAS LADWP is a party to that certain Arizona Nuclear-
Power Project Participation Agreement (" Participation. Agreement")

;

dated as of August 23, 1973, as amended:and as may;be further
amended from time to time, which, subject .tx) all applicable laws
and regulations, governs the' administration of-the Units,
including but not limited to the preparation and! submission to
the NRC of a Termination. Plan, the establishment of Termination
Funds-for Decommissioning and the payment of Termination Costs, i

as such capitalized terms are defi..ei in the Participation [
Agreement;

I
WHEREAS, LADWP desires tx) establish.a decommissioning! trust

to provide all financial assurance required!under the' Regulations'

and the Participation' Agreement as amended.from: time-to time for
its 5.70-percent share of facilitiesLidentified as Palo Verde 1

Nuclear Generating Station ("PVNGS") Units 1, 2, and 3, located
in Maricopa County, Arizona, approximately 36; miles westxof the

H . - . _..ucity of Phoenix; ..-

|

'

WHEREAS, LADWP, acting through its duly Authorized
L Representatives, has selected Trustee to act as its trustee under
L this Agreement,^and Trustee is willing to act as trustee, ,

L NOW,ETHEREFORE, in consideration of the mutual covenants'and
obligations set forth herein, LADWP:and Trustee agree as follows:

2 i

u
i

!
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I. DEFINITIDMR. PURPOSE. REPRRRENTATInkR AND-LEERPTANCE

1.01 Definitions. The following terms as used in this
Agreement shall have the meanings indicated:-

a. " Agreement" shall mean this Decommissioning Trust' Fund
Agreement-I as the same may, from time to time, be
amended, modified,-or supplemented.

b. * Authorized Representative" shall mean LADWP's General- 1

Manager, Assistant General Manager - Power, Chief
Financial Officer, or any other person designated by-a
certificate filed with the Trustee,

" Certificate" or " Certification" shall meania written:c.
certificate signed by an Authorized Representative of
LADWP.

- d. " Code" shail mean the Internal RevenEe Code of 1986 as
amended from^ time to time,

. Decommissioning Costs" shall-mean the; costs incurred ~"e.
by LADWP'in connection with.the Decommissioning Plan.
The estimated costs and schedule for decommissioning
the Units shall be reviewed periodically and updated
pursuant to the provisions of the NRC and'of the
Participation Agreement. ,

'

f. " Decommissioning Plan"ishall mean the plan.for-
decommissioning of the Units, as' approved by the NRC
and established in compliance with the Participation
Agreement, including without limitation, the retirement
from service of the Units, as such Plan may be' amended j

4from time.to time with the approval of the NRC and in
compliance with the Participation: Agreement.

t

g. " Investment Manager (s)" shall mean the fiduciary'(which.
may be the= Trustee) specified.in the Investment Manager
Agreement (s), if any, which has been retained'by LADWP
to manage, acquire,-invest or dispose of any asset
belonging to the Trust. _ ._ _ . . - - - . - _ _ . - _ - -=

| h. " Investment Manager Agreement (s)" shall~mean the
| agreement (s), if any, between LADWP and the-Investment

Manager (s) selected by LADWP, which Agreement governso the management of some or all of the assets of the-
Trust Fund,

i.- " Trust Fund" shall mean the Decommissioning Trust-Fund
I, and shall consist of all contributions-thereto,
together with-investments and reinvestments.thereof and

'any income earnings and appreciations thereon.
>

3 |
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'j. " Units" shall mean Palo Verde Unit No._l, Pelo Verdo
-Unit No. 2, Palo Verde Unit No. 3,_and all auxiliary.
-structures, system facilities'and equipment comprising;
the:Palo Verde Nuclear Generating Station,
collectively.-

1.02 Authorization. LADWP and Trusten each hereby represent-
and warrant to'the-other that-itLhas full legal authority'and is.
' duly empowered to enter into this Agreement, and has taken all'
actions necessary<to authorize the execution of this Agreement by
the individual signing on its. behalf.

1.03 Declaration of Trust;' Trust Purpose. _There is_hereby'
established a trust ("the Trust") for the exclusive: purpose set
'forth in this.Section 1;03, and the Trustee declares that it:
holds the Trust for such purpose-and:for the benefit of'LADWP. .i
The exclusive purpose'of the Trust andETrust Fund established by_ |

this Agreement is to provide the requisite funds to satisfy 1

- LADWP's1 obligations-for Decommissioning Costs as required by the [
'NRC and the~ Participation' Agreement, to the extent of amounts !

required by the NRC under the Regulations. ;f
T

1.04 Establishment of Decommissioning-Trust Fund:I. .The.Los I

Angeles ~ Department of Water and Power Decommissioning Trust' Fund- pj
c I is hereby created and established with the Trustee to provide.
payment: or reim, ursement of Decommissioning Costs for the benefit -
of LADWP. .The Trust shall consist of such monies.and assetsias ;

1LADWP may deliver to the Trustee for the Trust Fund and also
shall include all investments and.reinvestments thereof, and all
earnings and appreciation thereon. -The Trustee shall acceptoall ,

cash and. securities delivered to it for.the-Trust, Fund._ ;

s

The Trust Fund shall be held in.the custody of.the ;
*Trustee IN TRUST and accounted: for separate -and apart from other|-

! funds of LADWP and the Trustee. No-third party shall have access j
l' to the Trust' Fund except as provided herein'.-

At the direction of LADWP, the Trustee:shall1 establish- 1

within the Trust. Fund a separata account with respect to each of |

the Units. Each such account shall hold such portion of the
Trust Fund as directed by LADWP. Moneys and" investments. held.in- |
each such account shall be separately accounted for-,Lalthough j

!

| moneys within two or more such accounts may be combined for i
purposes of investment, j

| 1.05 Trustee Representations. The Trustee hereby-represents
i and warrants-that ittis (a) aJnational banking association- ]. organized and existing under and by virtue of :thellaws: of the - ,)l

United States (b) authorized under such laws to exercise s

corporate trust powers; (c) subject to supervision or examination j
by federal or state banking or' trust authorities; and (d) not 4

owned by or subject to the control,'except as provided in this {
~

4 _j
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Agreement, of the State of California, LADWP, or any other
Participant under and as defined in the Participation Agreement.

1.06 Trustee Acceptanco. By its execution of this
Agreement,-the Trustee-accepts the-terms and conditions hereof
and agrees to perform all the duties and accept all.the
obligations herein imposed. The Trustee undertakes to perform
such duties and only such duties'as are specifically set forth in
this Agreement, and no implied duties or obligations shall be
. read into this Agreement against Trustee.

II. DISPOSITIVE PROVISIONS

Subject to payment of the expenses to be' paid from the
Trust Fund pursuant to Section 6.01 hereof, the Trustee shall
apply the Trust Fund,as follows: ;,

1.01 Payment of Decommissioning Costs. The Trustee shall
make payments of the Decommissioning Costs in accordance with the
procedures described below,

a. Authorized Representative. LADWP shall promptly not'ify ,

the Trustee in writing of (a) the identity of its >

Authorized Representatives, and (b) the termination of
any Authorized Representative's authority. 'The Trustee ,

shall have no duty to. inquire into or investigate the ,

continued authority of such persons to-act as the
Authorized Representative.

b. Disbursements. The Trustee shall apply amounts.on
deposit in the Trust Fund:to the payment or
reimbursement of Decommissioning, Costs upon receipt'by
the Trustee of a Csrtificate stating with respect to
each application for payment: (1):The name?and address
of the person to whom payment is due, which may be i

;

LADWP; (2) the amount of money.to be paid;1(3)_that the
obligation to be paid is a Decommissioning Cost;'and
-(4) that such payment is.in accordance with the

- . . _ _ .._..__, Decommissioning P1an.- . . . . .

2.02 Additions to' Trust. From time to time-but at least
'

annually (unless such deposits have been prepaid) after.the
initial contribution to the-Trust Fund-and prior to the
termination of the Trust, LADWP'shall make, and the Trustee shall
- accept, additional contributions of money or other assets to'the
Trust Fund to satisfy;the purpose of the.. Trust as set forth in
Section 1.03.

2.03 Transfer Trust Fund Monies Among Unit Accounts.. LADWP
may in writing direct the Trustee to, and upon receipt of such'

S
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direction, the Trustee shall transfer any amount in one Unit- :

account to another Unit account within.the Trust Fund to satisfy. i

NRC and Participation Agreement funding requirements or provide
funds for payment-or reimbursement-of Decommissioning Costs.-

2.04 Adjustments for Excess Contributions. The Trustee and
LADWP understand.and agree that the value of.the assets.in the
Trust Fund, including earnings thereon, in time may exceed the '

amount then required to be maintained by the NRC under the ,

Regulations (such excess is hereinafter referred to as " Excess ;
'

Contribution"). Upon Certification of the amount of any Excess
Contribution, the Trustee shall pay the amount stated in the
Certificate to the person or persons specified,.which may be ..

?

LADWP. In no event shall the amount so paid exceed the amount of
the Excess Contribution specified-by the Certificate.-

L

2.05 No Transferability of Interest in Trust Fund. The
interest of LADWP in,the Trust is not transferable by LADWP,

- whether voluntarily or involuntarily, nor subject to the claims :

of creditors of LADWP,.provided, however, that any creditor of
LADWP as to which a Certificate for payment has been properly
completed and submitted to the Trustee may assert a claim-
directly against the Trust in an amount not to exceed the amount'
specified on such Certificate. Nothing herein shall be construed
to prohibit a transfer of LADWP's interest in'the Trust upon. sale

,|of all or part of LADWP's ownership interest in any Unit or
Units; provided, however, that-if.LADWPDretains any vested
ownership interest in the Units, the Trust assets remaining-for- -

the benefit of LADWP shall be valued on the effective date of the
;

I transfer at an amount at least equal to the greater of the '

minimum amount then required to be held by LADWP for decommis-
sioning under the Regulations. i

!

2.06 Termination of Trust. -LADWP may revoke this-Trust by
delivery of a Certificate to the Trustee at any time if, at the- t

| time of= revocation, (a) another trust, orrother form of financial.
assurance, satisfying the applicable requirementsaof the NRC and- a

of the Participation Agreement, has been established by LADWP for
the same purpose as described in Section 1.03, and (b) notice of
such revocation is provided both to the NRC and as may be
required pursuant to the Participation Agreement.. Other_than as - -

provided above, the Trust shall be irrevocable.
The Trust shall terminate upon the first to occur oft

(a) Revocation by LADWP, as provided above; (b) receipt by the;
Trustee of a Certificate from'LADWP stating that all Decommis -
sioning Costs pertaining to the PVNGS facilities have been paid;
or (c) written agreement by LADWP and the Trustee-to terminate
the Trust.

2.07 Distribution of Trust Upon Termination. Upon the
termination of the' Trust, the Trustee shall, at the written - i

6
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election of LADWP, (a) immediately. transfer all or any portion of
the remaining-monies and. assets in the Trust Fund to or as- '

directed.by LADWP,.or (b) liquidate _all or any portion of the-
assets of the Trust Fund and immediately distribute the proceeds-
of such liquidation (s) to or as directed by LADWP.-

l

2.08 Alterations and Amendments. The Trustee and LADWP j

understand and agree that modifications or amendments may be
'

~

required to this Agreement from time to time to effectuate the ;

purpose of the Trust. LADWP shall provide notice of'any such
'

modifications or amendments'to the NRC and as may be required ;

I
under.tle Participation Agreement.

III. LAnWP

3.01 Duties of LADWP.- LADWP shall appoint,the Investment-
Manager (s), if any, and the Trustee, and shall perform all other-

duties required of LADWP under this Agreement. LADWP may retain '

the services of such professional advisors, legal counsel, and
administrative support as it deems necessary to carry out its
responsibilities hereunder. The fees and/or compensation of any-
such assistance LADWP may desire to retain shall be payable from
the-Trust Fund and regarded as appropriate trust administration
expenses or, at the election of LADWP, shall be payable directly
by LADWP.

3.02 LADWP May Limit Trustee Actions. The Trustee shall not'
take any action or participate in any transaction which would f

violate the terms and conditions of any instructions-provided by
a Certificate so long as the terms.and conditions of-the i

!Certificate are consistent with the terms and conditions of this
Agreement. The Trustee shall not have any obligation to invest,
manage, control, make any payment from, or otherwise deal.withi

the Trust Fund except as expressly provided in this Agreement or
i

a Certificate, pursuant to the terms thereof,

|
,

:

--
IV. TRUSTEE |

4.01 Compensation. The Trustee shall be entitled to 'i

reasonable compensation for its services rendered hereunder and ;
'

all reasonable advances, attorneys' fees, and other expenses
reasonably made or incurred.by the Trustee in connection with
such services, as shall first.be agreed upon in writing by LADWP~ i'

and the Trustee. The Trustee shall have no lien,: security
interest or right of set-off whatsoever upon the Trust Fund for ,

the payment of fees and expenses for services rendered-by the
Trustee under this Agreement; provided, however, that in the
event dissolution or-bankruptcy of LADWP prevents or prohibits

!
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'!payment by LADWP of the Trustee's fees and expenses, then the
Trustee shall be entitled to payments therefor from the Trust
Fund.

4.02 Accounting. The Trustee shall furnish financial
statements to LADWP on a monthly basis', within thirty (30)' days
following the last calendar day.of each month, or at such other !

frequency as LADWP may from time to time reasonably require. The ,

financial statements shall'(a) set forth the then-current value 1

of the assets comprising the Trust Fund and indicate, without
'~

-

limitation, (1) income and expenses of the Trust, and (2) all
I investments sold or purchased by Trustee or by the Investment

~

,
'

( Manager, if any, for the reported period, and (b) shall include
such other matters in respect of the Trust' Fund, and be in such t'

form and detail as LADWP may reasonably require. Any securities

in the Trust' Fund shall be valued atLmarket value as of the date
of valuation. LADWP may employ independent certified public
accountants of its choice to audit the financial statements. 1

The Trustee shall maintain and keep, and upon
reasonable notice shall permit LADWP's--representatives to examine
all records and documentation in respect of contributions,- ,

investments, disbursements and earnings of'the Trust Fund for at
least five (S) years.

.
"

4.03 Tax Returns. Although it is'the intent of LADWP that
any and all income earnings and appreciation on Trust Fundo shall

, be exempt from taxation under the Code, the Trustee if requestedj

[
by LADWP shall cooperate in the preparation of income tax returns
or other reports, if_any, as may be required from time to time.-
With the prior written approval of LADWP, Trustee may employ- ;

independent certified public accountants,or other tax counsel to
prepare or review such returns and-reports.

i4.04 Liability. The Trustee shall be liable for any
negligence, misconduct, or breach of any provision 1of this
Agreement by the Trustee,-its officers, empicyees or agents. The

i

|
Trustee shall not be liable for the acts, om'.ssions or defaults.
of independent contractors, if'any, to which it delegates dutiesI

f under this Agreement, provided that the duties of'such. contractor
are delegable-by the -Trustee pursuant to the provisions of this
Agreement and that any such contractor has been-selected, and the
performance and status of the contractor has'been monitored, with
reasonable care. The Trustee shall not be liable for the' acts or
. omissions of any Investment Manager (s) acting hereunder, or for
anything done, suffered or omitted in good faith by the Trustee
in accordance with the advice or opinion of. counsel, accountants,
or other skilled persons retained-by it in the performance of its
duties under this Agreement.

'

The Trustee shall not be liable for (a) the accuracy of
the recitals to this Agreement, (b) the validity of this

~ '
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Agreement =(except insofar.as validity relates to the power of the ,
'

Trustee to enter into and perform this Agreement)-or (c) the
adequacy of this Agreement-for its purpose. 4

!

The Trustee is prohibited-from doing any act or i

knowingly engaging-in any transaction that.would violate the |
terms and conditions of any instructions provided by Certificate, 1

or from contravening any provision of this Agreement.

Upon receipt of a Certificate giving the Trustee notice
either of instructions to the Trustee or of acts or transactions |

believed to constitute a violation by the_ Trustee of the
provisions of this Agreement, the Trustee shall~ follow such
instructions and/or cease and desist from the acts identified in ,

the Certificate as violating the provisions of this Agreement. |
So the extent the Trustee fails to follow such instructions,-or
continues with'any act identified in the Certificate _as violating
the provisions of this-Agreement, the Trustee (and not the Trust.

'
*

or the' Trust Fund) shall be liable for all consequences arising
in connection--therewith. Notwithstanding the foregoing, the
Trustee-(and not the Trust or the Trust Fund) shall be-liable for 3

all consequences flowing from-any violation by the Trustee of the !
'

. provisions of this Agreement,--regardless of whether notice
thereof was provided by Certificate.

In the event of_any inconsistency'between=the - j

instructions .n a Certificate and'the provisions of thisi
Agreement,'the provisions of this Agreement-shall' prevail.

4.05 Appointment of Successor-Trustee (s). At any time
during the. term of the Trust, LADWP;shall have the right to i

remove the Trustee and appoint another qualified organization.as
a successor trustee upon not less than sixtyc(60) days' written
notice to.the Trustee, or upon such shorter notice as may be
acceptable to the Trustee. j

acknowledged acceptance of the Trust, delivered to LADWP and the .
lAny-successor trustee shall qualify by.a duly

NRC. .Upon acceptance of1such-appointment by.the successor
trustee, the Trustee shall assign, transfer and pay over in trust-
to such successor trustee the monies and properties then- - --- -- -?+

constituting the Trust Fund. Any successor' trustee shall be ;

vested with all the rights, powers, trusts, duties and. !

obligations of its predecessor and shall be deemed to have made
all representations herein made by the. initial-Trustee.

I4.06 Resignation. The Trustee;may resign and be relieved as
trustee hereunder at any time ~by a. duly acknowledged instrument,

,

which shall be delivered to LADWP by the Trustee prior to the |
effective date of the Trustee's resignation; provided, however,
that no such-resignation shall take effect unless and until a
successor trustee shall have been appointed by LADWP and shall j

1
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have accepted the Trust-as provided above. R

4.07 Notice of Change in Trustee, fLADWP promptly shall send
notice of any successor Trustee to the NRC and as may be required
under the Participation Agreement.

4.08 Indemnity of Trustee. Subject to?Section 4.04, LADWP-
shall indemnify.and hold harmless the Trustee from any and-all
claims, losses, actions or liabilities which it may incur.in

.

i

acting in accordance with the terms of this Agreement or with a t

Certificate. The provisions of this.Section shall not apply in
~

the event of the negligence, willful misconduct, or breach of any !
'provision of this Agreement by the Trustee or'by its employees or

agents. Such indemnityLshall survive'the resignation or removal
of the Trustee or= discharge of this Agreement.

,.

4.09 . No Duty to Advance Funds. The. Trustee-shall have no
duty or obligation to risk or advance its'own funds.or incur any .,

expense-in'the performance of its duties'hereund() for which it i

is not reimbursed by LADWP.

.

V. INVESTMRMT MANAGERIS)
~

5.01 Appointment of Investment Manager (s). LADWP may ,

appoint one or more Investment Managers, which may be the i

Trustee, to direct the investment of all or part of the Trust
Fund; provided, however, that such Investment Manager (s) may not
be owned by or subject to-the control, except as provided in this
Agreement, of the State of California,.LADWP, or any other
Participant under and as defined in'the-Participation Agreement. i

LADWP also shall have the right to-remove:any' Investment Manager. ;

LADWP shall provide notice of any-such appointment by. !

Certification to the Trustee, specifying-the, portion of the Trust

L
Fund with respect to which the' Investment Manager (s) has been
designated. The Investment Manager (s) shall certify 1 1n writing

| to the Trustee that it is qualified.to:act in the capacity.
provided under the Investment Manager Agreement', shall accept its

i appointment as such Investment: Manager (s), shall certify thei

identity of the~ person or persons. authorized to give instructions-.

or directions to the Trustee on its-behalf, including specimen.
,-

i signatures, and shall undertake to perform the duties imposed on -i

it under the Investment Manager Agreement. The! Trustee may
continue to rely upon all such certifications unless otherwise-
notified in writing by-LADWP or the, Investment Manager (s), as the ;

case may be.

5.02 Direction by Investment Manager (s). The Investment
Manager (s) shall have authority.to_ manage, acquire and dispose of
the assets of any portion of the Trust Fund designated by

| Certification, or a portion thereof as-the case may be, subject |
|

10
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to the limitations specified in Section 7. The Investment. ,

Manager (s) shall have the power and authority, exercisable in its (
sole discretion at any time and from time to time, to issue.and. i

place. orders for the purchase or sale of portfolio securities I

directly with qualified brokers or1 dealers. The Trustee, upon |

proper notification from an Investment Manager, shall execute and-
deliver instruments in accordance with the. appropriate trading |
authorizations. Written notification of the issuance of each I

such authorization shall be given promptly to the Trustee'and
LADWP 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 and to LADWP 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 Investment Manager (s) shall have authority to exercise
itself, or-by general or limited power of attorney, any right,
including the right to vote, incident to ownership of any-
securities or other property constituting any part of the Trust
Fund with respect to which the Investment' Manager (s) has by
Certification been designated; provided, however, that on or
about the date of its appointment as Investment Manager in,
respect of any part of the Trust Fund and prior to or on-each- i

yearly anniversary date of such appointment, the Investment
Manager (s) shall provided written notification to LADWP, in form
and substance satisfactory to LADWP, of its policies with respect '

to the exercise of such rights. !

The authority of the Investment Manager (s_) and the-
'terms and conditions of the appointment and retention of the

Investment Manager (s) shall be tne responsibility' solely of
LADWP, 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) unless and to the extent the Trustee is retainedLunder
an Investment Manager Agreement. Any-duty of supervision or
review of the acts, omissions or overall performance of the
Investment Manager (s) shall be the exclusive responsibility of;

LADWP, and, except as provided in Section 4.04 or to the extent
- the Trustee is -retained under an -Investment Manager Agreement,

the Trustee shall have no. duty to review any securities or other.

assets purchased by the Investment Manager (s), Hor to:make
suggestions to the Investment Manager (s) or-to LADWP with respect
to the exercise or nonexercise of any power by the Investment
Manager (s).

Except to the extent the Trustee is retained under an
Investment Manager Agreement, or fails to comply with-the terms
of this Agreement or any instructions provided by a Certificate,,

the Trustee shall be under no liability for any loss of any. kind
which may-result by reason of any action taken cn: not taken.by it.

11
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in accordance with any direction of the Investment Manager (s).
In any event, except as provided in any Investment Manager !

iAgreement pursuant to which the Trustee is retained as an
!Investment Manager, the Trustee shall be under-no. liability for

any losstof any kind by reason-of changes in value of the
investments purchased, sold, or retained by.the Investment -|

Managor(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 the following powers:

6.01 Payment of. Expenses of Administration. Subject to the
terms and conditions of this Agreement and unless otherwise'

,

iinstructed in a Certificate,~to pay all ordinary and necessary
expenses and other incidental costs including, but not limited
to, Investment Manager (s) fees and the reasonable fees and/or .

?compensation of any professional advisors, brokers,. legal*

counsel, accountants, actuaries or administrative support' hired'
by LADWP as provided in Section 3.01, and fees-and out-of-pocket-

-

expenses incurred in the discharge of the Trustee's obligations
under this Agreement.

6.02 Extension of Obligations and Negotiation of Claims. To ,

renew or extend the' time of payment of any obligation payable to
or by this Trust for as long a period of time and on such terms
as LADWP shall determine, and to promptly notify LADWP of any ;

claims, actions or demands in favor of or against this, Trust. t

Upon the written request of LADWP, Trustee shall assist in the- j
settlement, compromise, or arbitration of claims, actions or "

demands in favor of or against this Trust.
;

It is the intention that all income _ earned by the Trust
Fund shall be exempt from taxation pursuant to applicable
provisions of the Code. If, however, any tax is imposed or
threatened against the Trust, the Trustee upon. receipt of notice- -----

thereof shall promptly so-notify LADWP. If LADWP, at its
discretion, in writing directs the Trustee to challenge such tax,
to pay.such tax under protest, and/or to withhold payment of such
tax until a binding and final ruling of a court of competent
jurisdiction orders such-payment, the Trustee shall comply with
such direction. All legal fees and expenses arising from a
challenge or protest shall be payable directly by LADWP. Notice
of such election shall be in writing, executed by an Authorized
Representative, and shall be provided to the Trustee-prior to the
expiration of any period of time in which payment is required by
a final, binding court order. !

12
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6.03 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.

6.C' Exercise of Rights. Except with respect to any
securities or other property which pursuant to.Section 5.02 an
Investment Manager (s) other than the Trustee has been designated,
and except as otherwise provided in a' Certificate,.the Trustee o

shall have authority to_ exercise itself, or by general or limited
j power of attorney, any,right, including the right to vote, ,

incident to ownership of any securities or.other, property- |

constituting anyVpart of the Trust Fund; provided, however, that~ i

on or about the date hereof and prior to or on each yearly anni- |
versary date thereof, the Trustee shall provide written notifi-
cation to LADWP, in form and' substance satisfactory to LADWP,' of ;

its policies with respect to the exercise.of such rights.-L

L > Location o'f-Assets. To keepLany prop'erty belonging to
'

6.05,

the Trust at any place in the United States.

L 6.06 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, all
in accordance with the terms and conditions of'this Agreement.-

p

6.07 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 Agreement,
provided, however, that the Trustee may not do any act or

|
' knowingly engage in any transaction which would (a) Disqualify

the income accrued to the Trust Fund from tax exempt status under-
l- the Code; (b) contravene any provision of this Agreement; or (c)

- violate the terms and conditions of any instructions provided by
written Certificate.

L

|
VII. INVESTMENT POWERS

-- The Trustee recognizes the authority of the Investment
Manager (s), if any, to manage, invest.and reinvest all or-part of

'
;

; the Trust Fund pursuant to the Investment Manager Agreement (s),;

and as provided in Section 5.02 of.this Agreement, and the-
Trustee agrees to cooperate with LADWP and zhe Investment
Manager (s), to accomplish these tasks. The Trustee'and the

,.

. Investment Manager (s) shall have the fo)iowing investment powers: ;

;

7.01 Investment by Trustee. Subject to the foregoing, the
Trustee shall invest and reinvest the Trust Fund as directed in-
Certificates received by the Trustee from time to time. No such-

certificate shall direct the acquisition of any investment-
.

13
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prohibited-under. applicable laws of'the United States or the
State of California.

7.02 Absence of Directions. The Trustee shal'1 invest any

portion of the Trust Fund with respect to-which it has not
received investment direction'from LADWP.or an Investment 1 Manager
in one or more taxable government money market portfolios (which ,

imay be established'cr managed by the Trustee)-restricted to (a)
obligations with maturities of one year or less issued or
guaranteed by the United States and (b) repurchase agreements-
collateralized by such obligations.

7.03 Limitations. Subject to Sections 7,01 and 7.02,: the
Trustee and the Investment Mcnager(s), if any, are authorized <to
invest the Trust Fund-in securities that are indebtedness of the
United States Government, the State of California or any
political' subdivision thereof and any other permissible
investments that may,be allowed by7 amendment to the City Charter
-from time to time; provided however, that no such investment or
reinvestment of the Trust Fund may be-made by the Trustee or the
Investment Manager (s):

In securities or-other obligations of LADWP or.the Citya.
of Los Angeles or-any political subdivision.thereof;

b. In securities or other. obligations of any other owner
or operator of the Units, or of any of.their affiliates

.

as defined in the Investment-Company Act of-1940, as
amended (15 U.S.C.180a-2(a)),.unless they are .

;

securities or other obligations of the Federal or a
state government;

In any securities.that the Trustee'may issue or-fromc.
which the Trustee or the Investment Manager (s)',Lif any,
may derive any benefit, except-with the written
authorization of LADWP; or

d. Which would contravene any provision of this Agreement r

|

| or in the case of any. Investment Manager,'the
|- Investment Manager Agreement:between LADWP and that

: Investment Manager,- or. would conflictjwith any'

,'
Certificate issued by LADWP..

t -

7.04 Disposition of Investments. When required and'
,

necessary to make- any payments under : Sections 2.01 or 6.01 -

hereof, the Trustee and the Investment Manager (s), if any, shall
sell 1, vestments at the best price reasonably obtainable, or ;n
present investments-for prepayment, but only_upon written i

direction-from LADWP or an Investment Manager. .The Trustee shall
have no liability with respect to any sale'or prepayment of an

i investment made in accordance with written direction'of LADWP or
an. Investment Manager. |

l'
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VIII; MI SERT.T.AMROUS =

8.01 Headings.' The section headings set forth in.this .

'
Agreement'are inserted for convenience of' reference only and.
shall be disregarded in the construction or interpretation of.any

|of the provisions of this Agreement.
t

8.02 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
permissible in the particular context. Unless otherwise

l.specifically stated, the word " person" shall-be taken to mean and'
include an individual, partnership, association, trust, company,

_

or corporation.

8.03 Parties Interested Herein. Nothing expresend or
implied in this Agreement is intended or shall,be construed to
confer upon, or-to give to, any person or corporation, other than-

LADWP and the Trustee, any.right,1 remedy or claim under.or by
reason of this Agreement, or any covenant, condition or
stipulation contained herein. LADWP shall be entitled to receive
payments for Decommissioning Costs and administrative expenses of
the Trust which LADWP'may incur in carrying out the purpose. set >

!
forth in Section 1.03 of this Agreement. It is intended by LADWP
thatLit-be the. ultimate beneficiary of this Agreementiin that the
decommissioning activities contemplated by this Agreement, which
are to be performed by or on behalf of LADWP, will inure to the
benefit of LADWP by the satisfaction of its obligations under the
Regulations-and the Participation Agreement.

8.04 Severability of Provisions. If any provision of this
Agreement, or its application to any person, shall be invalid and f
unenforceable, the other provisions of this Agreement shall

'

remain-in effect.

8.05 Form and Content of. Communications. The names of any
person authorized to act on behalf of'LADWP shall be certified, 4

with the specimen signature of such person provided:to the
Trustee by LADWP. 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, direction, certificate,' resolution, or other

L 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 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.

i
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l; 8.06- ' Delivery of NoticestUnder~' Agreement.- Any notice
required by this - Agreement to be given to- LADWP ;cn: the Trustee
shall be personally delivered, sent by overnight courier,
telecommunicated,.or mailed, postage prepaid, by-registered or i

certified mail, to the person to be notified.as. set forth'below: -|

If to LADWP:

Los Angeles Department of Water and Power ;

|P. O. Box 111, Beaudry 1720-
Los Angeles, CA 90051
Attention: Chief Financial Officer |

Fax: (213) 481-3644 ,

.1

If to the Trustee: ,

1

Security Pacific National' Bank
'333 South Beaudry Avenue

' ;Los Angeles, CA 90017
Attention: Corporate Trust Division 7(W24-30)' .

'

Fax: (213) 482-3288

.

LADWP or the Trustee'may. change its address, or" add
additional addresses for notices to be given to it hereunder by '

delivering notice thereof in writing to.the other party.

8.07 Successors and Assigns. This Agreement-shall;be ,

binding upon and inure to the benefit of.LADWP, the Trustee and i

their respective successors, assigns, personal representatives,
executors and heirs.

8.08 Governing Jurisdiction. .This 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 cif it was executed = in and is
to=be wholly performed within the State of California.

4

8.09 Accounting Year. The Trust shall operate on an
accounting year which coincides with LADWP's: fiscal year,, July 1
through June 30.

~

"~~ ~ Counterparts. This Agreement may belexecutedLin-8.10
counterparts, each of which shall'be an' original, with'the same
effect as if the signatures were:upon thet same. instrument.

.
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IN WITNESS WHEREOF the' parties have~ caused this ,
'

Agreement to be executed by the respective officers duly- '

;

authorized as-of the date first written above.

.

s

LOS ANGELES DEPARTMENT OF
WATER AND POWER-

'

'

DATE: JtJL 171990 ELDON A. COTTON ,

Assistant General Manager.- Power- !'

./

.I

!

SECURITY PACIFIC NATIONAL BANK
. TRUSTEE

I

< w-' ---- !DATE: JUL 171990
-

TAMARA MAWN: )
Vice President J

-

1

| ')

:]
i
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ATTACHMENT SCPPA-1
.!

,

.

b

CERTIFICATEf0F SOUTHERN CALIFORNIA PUBLIC:

POWER AUTHORITY RESPECTING DECOMMISSION FUNDS FOR,

!

PALO VERDE NUCLEAR GENERATING STATION UNIT 1- u

L !

.

The Southern-California Public Power Authority
5

~

("SCPPA")'hereby certifies that financial assurance'for

decommissioning the SCPPA's 5.91 percent interest in Unit 1 of

|:
the Palo Verde Nuclear Generating' Station.(PVNGS) will be

provided in an amount'which may'be'more, but not:1ess'than;5.91

percent of the amount stated in the table in_ paragraph (c)-(1) of; ;
4

'

10 C.F.R., Section 50.75, adjusted annually:using a rate at least,

.

equal to that stated in paragraph (c).(2) of-10 C.F.R. Section
,

L _ 50.75. Such amounts will be accumulated 11n:accordance'with 10 '

L
C.F.R., Section 50.75.(e), through the mechanism ofcan external'

sinking fund in which deposits'are made at least. annually, unless,

any-such annual deposits have been.prepaidithrough advance
k

deposits or investment income and. appreciation or both.

! 1

L SCPPA has entered into a Decommissioning Trust Fund
L
' Agreement (" Trust Fund Agreement I") for PVNGS Unit 1 dated as of

|| July 13, 1990 with Security Pacific National Bank) as Trustee.

l
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SCPPA certifies that ih will make periodic deposits

into the Trust Funds established pursuant to the Trust Agreement

in.an amount'or amounts which,.together:with investment income

and appreciation, will be sufficient to provide decommissioning
funds at the end of fiscal year in an amount not less than !

5.91 percent of-(A) $116,590,000-(1989 dollars)- (amount required i

by 10 C.F.R. , Section 50.75(c) (1)) , adjusted annually in

accordance with 10 C.F.R. , Section . 50.75 (c) (2)' and, the final
.

Regulatory Guide.on Assuring the Availability of Funds for

Decommissioning Nuclear Reactors, multiplied _ by (B) the. ratio- !
!

obtained by dividing-(C) the number of years and any portion '

thereof after June 30, 1990 to the end of the fiscal year for
which the amount is being calculated-by (D) the number of years

and any portion thereof after June 30, 1990 to the expiration of-
term stated in the PVNGS Unit 1 Facility Operating License-No.
NPF-41.

6

SOUTHERN CALIFORNIA PUBLIC
,

-POWER AUTHORITY-

' '
94By: 2

RONALD.V. STASSI
Title: Vice President

|

Address: 150 South Los Robles Ave.
Pasadena. CA 91101 '

Telephone No.: (818) 953-9640-

|
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. ATTACHMENT SCPPA-2'

!

STATEMENT OF SOUTHERN CALIFORNIA PUBLIC-POWER AUTHORITY-(SCPPA) ]
RESPECTING ITS SHARE.0F THE ADJUSTED CERTIFICATION |

AMOUNT, STATUS OF ITS EXTERNAL FUNDS AND PROPOSED
!

PERIODIC PAYMENTS INTO ITS EXTERNAL FUNDS FOR !

DECOMMISSIONING PALO VERDE NUCLEAR 1 GENERATING I

STATION (PVNGS)-UNIT 1

1. Adjusted certification,-amount for $116.590.000
for PVNGS Unit 1'(See Attachment 3) %

2. SCPPA's share (5.91%) of adjusted
.

$ 6.890.0001 ,

Certification amount for PVNGS Unit 1 j
3. Status of the SCPPA's External Funds: $ 0 i

for PVNGS Unit 1 as of 6/30/90
'

4.- Currently-proposed (semiannually) Not less-than 'l
payments into its External Funds, $ ~100.20S*

;including 7%-projected' earnings -!
on investments !

\
;
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Southern California Public

S PPA Power Authority, Room 1149
P.O. Box 111
Los Angeles, CA 90051

,

CERTIFICATE

!

'l
I, George R. Spencer, Assistant Secretary of the

Southern California Public Power Authority (the " Authority") ,- a
'

s.

public entity organized under the. laws of the State of

California, do hereby certify that the attached Decommissioning

Trust Fund Agreement dated as of July 13,.1990 between Security

L Pacific National Bank, as Trustee, and the Authority, is a true

and correct conformed copy of the original of such document, and

4that such uocument was executed by Gale A. Drews, the duly

'

appointed President of the Board of Directors of the Authority

pursuant to authority. granted to him, as President, in Resolution i

1990-8 dated July 11, 1990.

i

i

J

f /

:

.

.esucces orm6f .ansem. Azusa.sann:no.netam .cmon.clenda:e.tos Anocies.PasarJena.Riversidavemon .and :ne impenanmgat en omoct

, __ _ -- _ . . _ _ ,- .- - . . , --_
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ATTACl& LENT SCPPA-3

. 1
'!

,

DECOMMISSIONING TRUST FUND AGREEMENT I i

!

: i

By and Between

SOUTHERN CALIFORNIA PUBLIC POWER AUTHORrrY

n

and-

0
ISECURITY PACIFIC NATIONAL BANK, 1

as Trustee -

.I

i

a

Dated as of July 13,1990
,

..

-!
i

t

D:\1037\94506.1\DECOM1V2. DOC ;

i

.

.



. - - _ _ - - - - - - _. - _-- .. .. .- -_-

!
.

. -A'

- .
,

;

TABLE OF CONTENTS

1

I. DEFINITIONS, PURPOSE, REPRESENTATIONS AND ACCEPTANCE . . . . . . . . . . . 2
,

1.01 Definitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ' 2 .

1.02 Aut h oriza t io n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 ;

1.03 Declaration of Trust; Trust Purpose . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . 3 !

1.04 Establishment of Trust Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3

1.05 Trustee Representations . . . . . . . . . . ._ , . . . . . . . . .. .. . . . . . . . . . . . . . . . . . . . _ 3 1

1.06 Trustee Acceptance . - . . . . . . . . . . - . - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 !
i
i

II. DISPOSITIVE PROVISIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -. . . . . . . . . . . . . . 4 :
2.01- Payment of Decommissioning Costs . . . . . . . . . . . . . . . . . _. . . . -. . . . . . . . . . . 4

2.02 Additions to Trust Fund . . . . . . . . . . . . . . . . . . . . c. . . . . . . . . . . . . . . . . . . . . 4
2.03 Adjustments for Excess Contributions . . ... . . . . . . . . . . . . . . . . . . . . . . . . . . 4

2.04 No Transferability of Interest in Trust . . . . . . . . . . . . . . '. . . . . . . . . . . . . . . . 4
2.05 Termination of Trust . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 ;

2.06 . Distribution of Trust Fund Upon Termination , . , . . . . . . . . . . . . . . . . . . . . . '5
2.07 Alterations and Amendments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5

.

III. THE G RANTO R . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - . . . . 5
3.01 Duties of the Grantor . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5

'

; 3.02 Grantor May Limit Trustee Actions , . . . . . . . . . . . . . . . . . . . . .' . . . . . . . . . . 5.
l <

r

IV. T R USTE E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 i

i 4.01 Com pensa t io n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5-
4.02 Accou nting . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . 6
4.03 Tax R e t urns . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6
4.04 Liab ility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . '6- 1.
4.05 Appointment of Successor Trustee (s) . . . . . . . . . . . . . . . . . . . . . . . . . . .. . 7.

L '4.06 Resigna t ion . . . . . . . . . . . . . . . . . . . . - . . . . . . . . . .' . . . . . . - . . . . . . . . . . . . . . . . - 7
4.07 Notice of Change In Trustee . . . . . . . . c . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~7 I

4.08 Indemnity of Trustee . . . . . . . . . . . . . . . . . . . . . . :. . . . . . . . . . . . . . . . . . . . . 7 !

V. INVESTMENT MANAGER (S) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7
.

5.01 ~ Appointment of Investment Manager (s) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7
5.02 Direction by Investment Manager (s) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

.

a
VI. TRUSTEE'S GENERAL POWERS . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . 9 7

6.01 Payment of Expenses of Administration . . . . . . . . . . . . . . .. .. . . . . . . . . . . . . . 9
6.02 Extension of Obligations and Negotiation of Claims . . . . . . . . . . . . . . . . . . . . 9

.

6.03 Registration of Securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . L9
6.04 Exercise of Rights . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10- q
6.05 Iacation of Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10
6.06 ' Retention of Professional Services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 -
6.07 Discretion in Exercise of Powers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10

D:\t037\94506.1\DECOM1V2. DOC

!

. . , - . _ _ _ _ _ . ~. _- _



_ _ - __ . _ - -

g.
g...; .

.

[ . .

. , . ..: ,

.|.

6.08 Rights of Trustee . . . . . . . .- .. . . . . . . a . . . . . . . . . . . . . . -. . . . . . . . . . . . . . . . . ; 10 '

I I

L vu. InvESmswr POwenS . . . . . . . . 10 l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -

-. 7.01 - Investment by Trustee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . .. . . . . . . . 10 q

7.02- Absence of Directions ~ . . . . . . . . . . . . . . . . . . . .. . . . . . -. . . . . . . . . . . . . . . . . . 11
7.03' Limitat ions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . - . . . . . . . . . . . 11
7.04 Disposition of Investments . . . . . . . . . . . . .. . . . . . . . , . . . . . . . . . . . .. . . . , . 12'

|. VIII. MISCELLANEO US . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 ,
,

| 8.01 . Head in gs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 12 ).

8.02 . Particular Words . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - . . . . . . . . . . . . . . . . 12 - J
8.03 Parties Interested Herein . . . . . . . . . . , , . . . . . . . . . . . . . . . . . . . . . , , , . . . . 12-
8.04 Severability of Provisions . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . -. . . . . . . .: . 12- J
8.05 - Form and Content of Ccmmunications . . . . . . . . . . . . . . . . . . . . . ... . . . . . .. 12 -
8.06- Delivery of Notices Under Agreement . . . . . . . . . . . . . . . . , . . . . . . . . . . . . '. - 12
8.07 ' Successors and Assigns . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . 1 ... 13-

8.08 Governing Jurisdiction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.' ,
8.09 Acco un tin g Year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - . . . . . . . . . . . . . . . . 13- j"i
8.10 Cou n terpa rts . . . . . - . . . . . . . . - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . s . . . . 13

.

,

;

i

1

..

.

.

!

D:\l037\94506.1\DECOMlV2. DOC 11

.

. _. - __ , _ .



- _ _ _ _ ___ _ - _ _ _ - _ _ _ . _____ _ _ - _

?
, . ,

't,- ,

-
, ., ..

r

DECOMMISSIONING TRUST FUND AGREEMENT I

L 'ITIIS DECOMMISSIONING TRUST FUND AGREEMENT I is entered into as
"

of this thirteenth day of July,1990, by and between SOUTHERN CALIFORNIA PUBLIC POWER '

AUTHORITY, a public entity organized under the laws of the State of California (" Grantor"), and
,

SECURITY PACIFIC NATIONAL BANK, a national banking association having trust powers and - 1
,

( organized under the laws of the United States, as Trustee (" Trustee").

RECITALS

A. ' The Grantor is a licensee with respect to the Palo Verde Nuclear Genera'ing it
|. Station, located in Maricopa County, Arizona, approximately 36 miles west of the City of Phoenix,

and owns: (i) a 5.91 percent undivided interest in Unit One of the Palo Verde Nuclear Generating ~
Station ("Palo Verde Unit No.1"); (ii) a 5.91 percent undivided interest in Unit Two cf the Palo - '

Verde Nuclear Generating Station ("Palo Verde Unit No. 2");~and (iii)'a 5.91 percent undivided <

interest in Unit nree of the Palo Verde Nuclear Generating Station ("Palo Verde Unit No. 3");
and

l
B. The United States Nuclear Regulatory Coe.2aission ("NR'C") has promulgated

regulations in Title 10, Chapter I of the Code of Federal Regulations, Part 50, as may be amended
from time to time (the " Regulations"), which require that the Grantor provide assurance that funds

,

'

, will be available when needed for required decommissioning activities; and

C. De Grantor is a party to that certain Arizona Nuclear Power Project -
Participation Agreement dated as of August 23,1973, as amended and as may be further amended
from time to time (the "ANPPPA"),,which, subject to all applicable Regulations, governs the
administration of the Units, including but not limited to the preparation and submission to the NRC '

of a Termination Plan, the establishment of Termination Funds for Decommissioning and the
. payment of Termination Costs, as such capitalized terms 'are defined in the ANPPPA; and '

D. The Grantor has elected to use trust funds to provide all financial assurance
required under the Regulations and/or under the ANPPPA for the Units; and

E. He Grantor has elected to use the trust fund established by this Agreement -
to provide Decommissioning Costs in satisfaction of Grantor's obligations under the Regulations 1
and under the ANPPPA, to the extent of the amounts required by the NRC under the Regulations;-

NOW, THEREFORE, in consideration of the mutual promises herein contained, the !

Grantor and the Trustee hereby enter into this Agreement upon the terms and conditions herein y
set forth.

!

|

|

!' I

|
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AGREEMENT _j
|

1. DEFINITIONS, PURPOSE, REPRESENTATIONS AND ACCEPTANCE |

I
1.01 Definitions. As used in this Decommissioning Trust Fund Agreement I, the !

following terms shall have the meanings indicated: !

i

(a) " Agreement" shall mean this Decommissioning Trust Fund Agreement I as |
the same may from time to time be amended, modified, or supplemented. i

(b) " Authorized Representative" shall' mean, the President, .Vice President, j
-

Secretary, Treasurer or Executive Director of the Grantor, or any other
person designated as an Authorized Representative by.a Certificate filed
with the Trustee. 1

(c) " Certificate" or " Certification" shall mean a written certificate signed by an !
Authorized Representative of the Grantor. I

(d) " Code'shall mean the Internal Revenue Code of 1986, as the same may be
amended from time to time.

~;

(e) " Decommissioning Costs" diall mean the costs incurred by Grantor m '

connection with the Decommissioning Plan. The . estimated- costs and
schedule for decommissioning the Units shall be reviewed periodically and -
updated pursuant to the provisions of the Regulations and of the ANPPPA.

(f) " Decommissioning Plan'shall mean the plaa, as approved by the NRC, of j

decommissioning activities for the Units, including without limitation the
i

retirement from service of the Units, as such plan may be amended from i
time to time with the approval of the NRC.

(g) " Investment Manager (s)" shall mean the fiduciary (which may beI the-
|

Trustee) specified in the Investment Manager Agreement (s), if any, which
-

I

has been retained by the Grantor to manage, acquire, invest or dispose of
any asset belonging to the Trust. ;

(h) Investment Manager Agreement (s)" shall mean the' agreement (s), if any,
"

between the Grantor and. the Investment Manager (s) selected by the
Grantor, which agreement governs the management of some or all of the
assets of the Trust.

3

(i) " Units' d.ali mean Palo Verde Unit No.1, Palo Verde Unit No. 2, Palo
Vede Unit No. 3, and all auxiliary structures, system facilities and i

equipment comprising the . Palo Verde Nuclear Generating Station,
collectively. If during the term of this Agreement any additional nuclear
generating unit in which Grantor has an interest is constructed at and as part
of the Palo Verde Nudea Generating Station, then at the election of

D:\t037\94506.t\DECOMtV2. DOC 2
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. .

Grantor, in writing delivered.to the Trustee, the NRC and as inay be
required under the ANPPPA, such unit shall be deemed part of the Units.

| |
'

1.02 Authorization, ne Trustee and the Grantor each hereby represent and
warrant to the other that it has full legal authority and is duly empowered to enter into this |
Agreement, and has taken all action necessary to authorire the execution of this Agreement by the
officers and persons signing on its behalf. |

1

L 1.03 Declaration of Trust: Trust Purnose. nere is hereby established a trust (the |

" Trust") for the exclusive purpose set forth in this Section 1.03, and the Trustee declares that it .

holds the Trust for such purpose and for the benefit of the Grantor. The exclusive purpose of the !
Trust is to provide for the payment or reimbursement of Decommissioning Costs in satisfaction of |
Grantor's obligations under the Regulations and under the ANPPPA, to the extent of the amounts

'

I required by the NRC under the Regulations.- ;

l
'

1.04 Establishment of Trust Fund. There is hereby established with the Trustee
as part of the Trust a special trust fund, which special trust fund shall be designated the " Southern
California Public Power Authority Decommissioning Trust Fund I" (the " Trust Fund").

The Trust shall consist of such monies and assets as the Trustee may accept for the '

Trust and also shall include all investments and reinvestments thereof, and all earnings and
appreciation thereon; provided, however, that the Trustee shall accept all cash and securities
delivered to it for the Trust.

ne Trust Fund shall be held in the custody of the Trustee separate and apart fromi

I uther funds of the Grantor and the Trustee. No third party shall have access to the Trust Fund
except as provided herein.

At the direction of Grantor, Trustee shall establish within the Trust Fund a separate
account with respect to each of the Units; each such account to hold such portion of the Trust Fund
as shall be directed by Grantor. Moneys and investments held in each such account shall be

1. separately accounted for. Moneys within two or more of such accounts may be combined for
purposes of investment, provided that the moneys so combined shall be separately accounted for.

'

1.05 Trustee Recresentations. De Trustee hereby represents and warrants that
it is (a) a national banking association organized and existing under and by virtue of the laws of the
United States, (b) authorized under such laws to exercise corporate trust powers, (c) subject to
supervision or examination by federal or state banking or trust authorities; and (d) not owned by

_

or subject to the control, except as provided in this' Agreement, of the State of California, the .
Grantor, or any other Participant under and as defined in the ANPPPA.

.

1.06 Trustee Accentance. Byits execution of this Agreement, the Trustee accepts

| ! " i conditions hereof and agrees to perform all the duties and accept all the obligations
4'

|
l
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IL DISPOSITIVE PROVISIONS

Subject to payment of any expenses to be paid from the Trust Fund pursuant to |

Section 6.01 hereof, the Trustee shall apply the Trust Fund as follows:

2.01 Pavment of Decommissionine Costs. De Trustee shall make payments of 0
the Decommissioning Costs in accordance with the following procedures:

(a) Authorized Reoresentative. He Grantor shall promptly notify the Trustee
'

in writing of (1) the identity of its Authorized Representatives, and (2) the
termination of any Authorized Representative's authority. ne Trustee shall
have no duty to inquire into or investigate the continued authority of such
persons to act as the Authorized Representatives.

(b) Disbursements. He Trustee shall apply amounts on deposit in the Trust
Fund to the payment or reimbursement of Decommissicning Costs upon '

receipt by the Trustee of a Certificate stating with respect to each ,

application for payment: (1) the name and address of the person to whom- i
payment is due (which may be the Grantor); (2) the amount of money to be
paid; (3) that the obligation to be paid is a Decommissioning Cost; and (4)
that such payment is in accordance with the Decommissioning Plan.

; 2.02 - Additions to Trust Fund. From time to time but at least annually (unless.
such deposits have been prepaid) after the initial contribution to the Trust Fund and prior to the-
termination of the Trust, the Grantor shall make, and,~ subject only to the provisions set forth in
Section 1.04, the Trustee shall accept, additional contributions of money or other assets to the Trust
Fund to satisfy the purpose of the Trust as set forth in Section 1.03.

2.03 Adiustments for Excess' Contributions, ne Trustee and the Grantor
understand and agree that the value of the assets in the Trust Fund, including ' earnings thereon,
from time to time may exceed the amount then required by the NRC under the Regulations (such

.

excess is hereinafter referred to as the " Excess Contribution"). Upon Certification of the amount
of any Excess Contribution, the Trustee shall pay tne amount requested in the Certificate to the
person or persons specified (which may be the Grantor). In no event shall the amount so paid

'

exceed the amount of the Fw" Contribution specified by the Certificate.

2.04 No Transferability of Interest in Trust. He interest of the Grantor in the
Trust is not transferable by the Grantor, whether voluntarily or involuntarily, nor subject to the

. claims of creditors of the Grantor; provided, however, that any creditor of the Grantor as to which
a Certificate for payment has been properly completed and submitted to the Trustee raay assert a
claim directly against the Trust Fund in an amount not to exceed the amount specified on~such
certificate. Nothing herein shall be construed to proidbit a transfer of all or part of the Grantor's
interest in the Trust upon sale of all or part of the Grantor's ownership interest in any Unit or
Unit,s; provided, however, that if the Grantor retains any vested ownership interest in the Units, the
Trus: assets remaining for the benefit of Grantor shall.be valued on the effective date of the
trans!ar at an amount at least equal to the minimum amount then required by the NRC to be held
by Grantor for decommissioning under the Regulations.
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~" Termination of Trust. Grantor may revoke the Trust by delivery of a

Certificate to tra frustee (upon which the Trustee may rely without investigation) at any time if,-
at the time of revocation, (a) another trust, or other form of fmancial assurance, satisfying the
applicable requirements of the Regulations and of the ANPPPA, has been established by the
Grantor for the payment or reimbursement of Decommissioning Costs, and (b) notice of such

,

revocation is provided both to the NRC and as may be required pursuant to the ANPPPA. Other
than as provided above, the Trust shall be irrevocable.

,

ne Trust shall terminate upon the first to occur of: (a) revocation by the Grantor,I

as provided above; (b) receipt by the Trustee of a Certificate from the Grantor stating that all
Decommissioning Costs have been paid; or (c) written agreement by the Grantor and the Trustee

.

to terminate the Trust.|

2,06 Distribution of Trust Fund Uoon Termination. Upon the termination of the
Trust, the Trustee shall, at the written election of the Grantor, (a) immediately transfer all or any

,

'

portion of the remaining monies and assets in the Trust Fund to or as directed by the Grantor, or
(b) !iquidate all or any portion of the assets of the Trust Fund and immediately distribute the
proceeds of such liquidation (s) to or as directed by the Grantor. ;

2,07 Alterations and Amendments. De Trustee and the Grantor understand and
agree that modifications or amendments may be required to this Agreement from time to time to
effectuate the purposes of the Trust. The Grantor shall provide notice of any such modifications
or amendments both to the NRC and as may be required under the ANPPPA.

IIL THE GRAN'IOR

3.01 Duties of the Grantor. The Grantor shall appoint the Investment
Manager (s), if any, and the Trustee, and shall perform all other duties required of Grantor under
this Agreement, ne Grantor may retain the services of such professional advisors, legal counsel,-,

'

and administrative support as it deems necessary to carry out its responsibilities hereunder. ne fees
and/or compensation of any such assistance the Grantor may desire to retain shall be payable from
the Trust Fund and regarded as appropriate trust administration expenses or, at the election of the

| Grantor, shall be payable directly by the Grantor.

3.02 Grantor May Limit Trustee Actions. He Trustee shall not take any action
or participate in any transaction which would violate the terms and conditions of any instructions
provided by a Certificate so long as the terms and conditions of the Certificate are consistent with .
the terms and conditions of this Agreement. .

;

IV. TRUSTEE

4.01 Comoensation. The Trustee shall be entitled to payment and/or
reimbursement of its reasonable fees and charges for its services rendered hereunder and all
reasonable advances, attorneys' fees, and other expenses reasonably made or incurred by the
Trustee in connection with such services, as shall first be agreed upon in writing by the Grantor and
the Trustee. The Trustee shall have no tien, security interest or right of set off whatsoever upon
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the Trust Fund for the payment of fees and expenses for services rendered by the Trustee under ;,

'

this Apeement; provided, however, that in the event dissolution or bankruptcy of the Orantor I

prevents or prohibits payment by the Orantor of the Trustee's fees and expenses, then the Trustee I
shall be entided to payment therefor from the Trust Fund.

4.02 kmun'ian ne Trustee shall furn a financial statements to the Orantor
on a monthly basis (within thirty (30) days following the last day of each calendar month), or at 1

such other frequency as the Orantor shall from time to time reasonably require. He financit!
| statements shall (a) set forth the then current value of the suets comprising the Trust Fund and

Indicate, without limitation, (1) inmme and expenses of the Trust Fund, and (2) all investments sold ,

or purchased by the Trustee or by the Investment Manager (s), if any, for the reported period, and
'

(b) include such other matters in respect of the Trust Fund, and be in such form and detail, as the
Orantor shall reasonably require. Any securities in the Trust Fund shall be valued at market value
as of the date of valuation. De Orantor shall employ independent certified public accountants of
its choice to audit the financial statements not less frequently than annually,

Trustee shall maintain and keep, and upon reasonable notice shall permit Orantor's !i

i representatives to examine, all records and documentation in respect of contributions, investments,
I disbursements and earniny of the Trust Fund for at least five (5) years.
| |
| 4.03 Tax Returns. Although it is the intent of the Orantor that any and all income

earnings and appreciation on Trust Funds i. hall be exempt from taxation under the Code, the
Trustee (if requested by the Orantor) and the Orantor sha!! cooperate in the preparation of income
tax returns or other reports, if any, as may be required from time to tune and may employ i

independent certified public ac auntants or other tax counsel to prepare or review such returns and
|

reports.
-

4.04 Liability, ne Trustee shall be liable for any negligence, misconduct or
breach of any provision of this Agreement by the Trustee, its officers, employees or agents, ne
Trustee shJ not be liable for the acts, omissions or defaults of independent contractors, if any, to
which it delegates duties under this Agreement, provided that the duties of such contractor are
delegable by the Trustee pursuant to the provisions of this Agreement and that any such contractor
has been selected, and the performance and status of the contractor has been monitored, with

| reasonable care. The Trustea 6" rat be liable for the acts or omissions of any Investment
Manager (s) acting hereunder, L itustee shall not be liabh for anything done, suffered or
omitted by it in good faith in accordance wi h the advice or opiriin of counsel, accountants or u.kr
skilled persons retained by it in the performance of its duties under this Agreement.

De Trustee shall not be liable for (a) the accuracy of the recitals to this Agreement,
(b) the validicy of this Agreement (except insofar as validity relates to the power of the Trustee to
enter into and perform this Agreement) or (c) the adequacy of this Agreement for its purpose.

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 Certificate,
or from contravening any provision of this Agreement.

Upon mipt of a Certificate giving the Trustee notice either of instructions to the
Trustee or of acts or transactions believed to constitute a violation by the Trustee of the provisions
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of this Agreement, the Trustee shall follow such instru[tions and/or cease and desist from the acy
identified in the Certificate as violating the provisions of this Agreement. To the extent the Trustee
fails to follow such Instructions, or continues with any act identified in the Certificate as violating

,

the provisions of this Agreement, the Trustee (and not the Trust or the Trust Fund) shd be liable
for d consequences arising % connection therewith. Notwithstanding the foregoing, the Trustee,

I
(and not the Trust or the Trust Fund) 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 Certificate.
i

'

In the event of any inconsistency between the instructions in a Certificate and the
i provisions of this Agreement, the provisions of this Agreement shall prevail.

4.05 Aopointment of Sueca=w Trustee (s). At any time during the term of thei

Trust, the Grantor shall have the right to remove the Trustee and appoint another qualified
corporation as a successor trustee upon not less than sixty (60) days' written notice to the Trustee,
or upon such shorter notice as may be acceptable to the Trustee.4

Any successor trustee shall qualify by a duly acknowledged acceptance of the Trust,
delivered to the Grantor and the NRC. Upon acceptance of such appointment by the successor
trustee, the Trustee shall assign, transfer and pay over in trust to such successor trustee the monies
and properties then constituting the Trust Fund. Any successor trustee shall be vested with d the
rights, powers, trusts, duties and obligations of its preher and shall be deemed to have made
all representations herein made by the initial Trustee.

4.06 Resimtion. He Trustee may resign and be relieved as trustee hereunder
at any time by a duly acknowledged instrument, which shall be delivered to the Grantor by the
Trustee prior to the effective date of the Trustee's resignation; provided, however, that no such
resignation shall take effect unless and until a sumaamr trustee shall have been appointed by the
Grantor and shall have accepted the Trust as provided above.

4.07 Notice of Change In Trustee. The Grantor promptly shall send notice of any
successor Trustee to the NRC and as may be required under the ANPPPA.

4.08 Indemnity of Trustee. Subject to Section 4.04, the Grantor shall indemnify
and hold harmless the Trustee from any and all claims, losses, actions or liabilities, including
reasonable attorneys' fees, which it may incur in acting in accordance with the terms of this
Agreement or with a Certificate. De provisions of this Section shall not apply in the event of the
negligence, willful misconduct or breach of any provision of this Agreement by the Trustee or by
its employees or agents. Such indemnity shall survive the resignation or removal of the Trustee or
discharge of this Agreement.

V. INVESTMENT MANAGER (S)

5.01 Anoointment of Investment Manager (s). De Grantor may appoint one or
more Investment Managers, which may be the Trustee, to direct the investment of all or part of the
Trust Fund; provided, however, that such investment Manager (s) may not be owned by or subject
to the control, except as provided in this Agreement, of the State of California, the Grantor, or any
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other Participant under and as defined in the ANPPPA. De Grantor also shall have the right to
remave any Investment Manager. The Grantor shall provide notice of any such appointment by ,

Cert 6 cation to the Trustee, specifying the portion of the Trust Fund with respect to which the
Invest'nent Manager (s) has been designated. ne 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 s!gnatures, and shd undertake to perform the duties imposed on it under the
Investment Manager Agreement. He Trustee may continue to rely upon all such certifications
unless otherwise notified S writing by the Grantor or the Investment Manager (s), as the case may
be.

!

| 5.02 Direction by Investment Manager (s). De Investment Manager (s) shall have
| authority to manage, acquire and dispose of the assets of any portion of the Trust Fund designated

by Certification, or a portion thereof as the case may be, subject to the ilmitations specified in'

| Section 7. The Investment Manager (s) shall 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 directly eith qualified brokers or dealers. The Trustee, upon proper notification

'

from an Investment Manager, shall execute and deliver instruments in accordance with the
appropriate trading authorizations. Written notification of the issuance of each such authorization .

shall be given promptly to the Trustee and the Grantor 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 and to the Grantor 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.

He Investment Manager (s) sha!! have authority to exercise itself, or by general or
limited power of attorney, any right, including the right to vote, incident to ownership of any
securitie or other property constituting any part of the Trust Fund with respect to which the
Investment Manager (s) has by Certification been designated; provided, however, that on or about
the date of its appointment as Investment Manager in respect of any part of the Trust Fund and >

prior to or on each yearly anniversary date of such appointment, the Investment Manager (s) shall
provide wntten notification to the Grantor, in form and substance satisfactory to the Grantor, of
its policies with respect to the exercise of such rights.

He 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;

| Grantor, 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) unlest and to the extent the Trustee is retained under
I an Investment Manager Agreement. Any duty of supervision or review o( the acts, omissions or
I overall performance of the Investment Manager (s) shall be thc exclus'.ve responsibility of the

Grantor, and, except as provided in Section 4.04 or to the extent the Trastee is retained under an
Investment Manager Agreement, the Trustee shall have no duty to resiew any securities or other
assets purchased by the Investment Manager (s), or to make sugpstions to the Investment
Manager (s) or to the Grantor with respect to the exercise or nonerarcise of any power by the
Investment Manager (s).

1

|
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Except to the extent the Trustee is retained under an Investment Manager
Agreement or fails to comply with this Agreement or any instructions provided by Certificate, the
Trustee shall be under no liability for any loss of any kind which may result by reason of any action
taken or not taken by it in accordance with any direction of the Investment Manager (s). In any,

event, except as provided in any Investment Manager Agreement pursuant to which the Trustee is
retained as an Investment Manager, 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
'

Manag:r(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.

,

.
VL TRUS'IEE'S GENERAL POWERS

,

The Trustee shall have the following powers:

6.01 Payment of Ernenses of Administration. Subject to the terms and conditions
of this Agreement and as instructed in a Certificate, to pay all ordinary and necessary expenses and
other incidental costs including, but not limited to, Investment Manapr(s) fees and the reasonable
fees and/or compensation of any professional advisors, brokers, legal ccionsel, accountants, actuaries
or administrative support hired by the Grantor as provided in Section 3.01, and fees and expenses
incurred in the discharge of the Trustee's obligations under this Agreement.

6.02 Ertension of Obilgations and Negotiation of Claims. To renew or extend the
time of payment of any obligation payable to or by the Trust for as long a period of time and on

'

such terms as the Grantor shall determine, and to adjust, settle, compromise, and arbitrate claims,
actions or demands in favor of or against the Trust, except claims for taxes, upon such terms as the
Grantor may deem advisable, subject to the procedures contained in Section 2.01. The Trustee shall
promptly notify the Grantor of any such claim or demand known to the Trustee.

It is the intention that allincome earned by the Trust Fund shall be exempt from ,

taxation pursuant to applicable provisions of the Code. If, however, any tax is imposed or threatened
against the Trust, the Trustee upon receipt of notice thereof promptly shall so notify the Orantor.
If the Grantor, at its discretion, in writing directs the Trustee to challenge such tax, to pay such tax
under protest, and/or to withhold payment of such tax until a binding and final ruling of a court of
competent jurisdiction orders such payment, the Trut, tee shall comply with such direction. Alllegal

| fees and expenses arising from a challenge or protest shall be payable directly by the Grantor. Any
I tax or fine irmsed upon the Trust Fund shall be payable, at the Grantor's election, by the Trust

or by the Grantor. Notice of such election shall be in writing, executed by an Authorized
Representative, and shall be provided to the Trustee prior to the expiration of any period of time
in which payment is required by a final, binding court order.

6.03 Renistration of Securities, To hold any stocks, bonda, 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.
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| 6.04 Excreise of Rinhts. Except with espect to any securities or other property
which pursuant to Section 5.02 any Investment Manager (.) ather than the Trustee has been
designated, the Trustee shall have authority to exercise itself, or by general or limited power of
attorney, any right, including the right to vote, incident to ownership of any securities or other
property constituting any part of the Trust Fund; provided, however, that on or about the date
hereof and prior to or on each yearly anniversary date thereof, the Trustee shall provide written
notification to the Grantor, in form and substance satisfactory to the Grantor, of its policies with
respect to the exercise of such rights.

6.05 Location of Assets. To keep any property belonging to the Trust at any place
in the United States.

6.06 Rg,Igation 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, allin accordance with the terms and conditions of this Agreement.

6.07 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 Agreement,
provided, however, that the Trustee may not do any act or knowingly enpge in any transaction
which would: (a) disqualify the income accrued to the Trust Fund from tax exempt status under the
Code; (b) contravene any provision of this Agreement; or (c) violate the terms and conditions of
any instructions provided by written Certificate.

6.08 Rinhts of Trustee.

(a) ne Trustee undertakes to perform such duties and only such duties as are
specifically set forth in this Agreement or are required pursuant to a Certificate, and no implied
duties or obliptions shall be read into this Agreement against the Trustee.

(b) ne Trustee shall not have any obliption to invest, manage, control, make
any payment from, or otherwise deal with, the Trust Fund or any moneys or securities therein
er ept as expressly provided by this Agreement or a Certificate. i

(c) The Trustee shall have no duty or obliption to risk or advance its own funds
in the performance ofits duties under this Agreement.

VII. INVESDENT POWERS
'

ne Trustee recognizes the authority of the Orantor and the Investment Manager (s),
if any, to manage, invest and reinvest all or part of the Trust Fund pursuant to the Investment
Manager Agreement (s) and as provided in Section 5.02 of this Agreement, and the Trustee agrees
to cooperate with the Investment Manager (s) to accomplish these tasks. The Trustee and the
Investment Manager (s), if any, shall have the following investment power *

7.01 Investment by Trustee. Subject to the foregoing, the Trustee shall invest and
reinvest the 'Irust Fund as directed in Certificates received by the Trustee from time to time. No
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such Cert [ficate shall direct the acquisition of any investmen, )rohibited under applicable laws of
the United States or the State of California.

7.02 Absence of Directions. He Trustee shallinvest any portion of the Trust
Fund with respect to which it has not received investment direction from the Grantor or ar,
Investment Manager in one or more taxable government money market portfolios (which m"v be
established or managed by the Trustee) restricted to (a) obliptions with maturities of one yur or
less issued or guaranteed by the United States and (b) repurchase agreements collateralized by such
obligations.

7.03 Limitations. Subject to Section 7.01 and Section 7.02, the Trustee and the
Investment Manager (s), if any, are authorized to acquire every kind of property, real, personal, or
mixed, and to make every type of investment, specifically including, but not limited to, corporate
obliptions and securities of every kind, preferred or common stocks, and interests in investment
trusts and mutual funds, that persons of prudence, discretion and intelligence acquire for their own

'

account, so long as such investments are not prohibited under applicable laws of the United States
or of the State of California; provided, however, that no such investment or reinvestment of the
Trust Fund may be made by the Trustee or the Investment Manager (s):

(a) In securities or other obliptions of the Grantor, or of any other owner or !
operator of the Units, or of any of their affiliates as defined in the
Investment Company Act of 1940, as amended (15 U.S.C. 80a.2(a)), unless

,

they are securities or other obliptions of the Federal or a state government;
or

(b) In any securities that the Trustee may issue or from which the Trustee or the
Investment Manager (s), if any, may derive any benefit, except as provided
in Section 7.02 or with the written authorization of the Grantor; or

|

(c) In real property unless and until (1) a qualified, independent consultant !

experienced in performing environmental assessments has inspected such
property and issued an environmental assessment reasonably satisfactory to
the Trustee and to the Grantor, and (2) arrangere.cnts have been made for
periodic monitoring of such property for compUance with applicable L
environmental laws, rules or regulations; or

i

(d) Which would contravenny provision of this Agreemem or any Certificate,
or in the ca3 of any Investment Manager, the Investment Manager |

Agreement between the Grantor and that Investment Manager.s

He provisions of the Code with respect to the proceeds (including investment
proceeds) of tax exempt borrowings by the Grantor may establish a maximum yield permitted on
investment thereof. Notwithstanding the foregoing provisions of this Section 7.02, upon receipt by -
the Trustee of a Certificate specifying a maximum yield on all or any portion of the Trust Fund, the
Trustee shall not invest the Trust Fund or such portion of the Trust Fund in securities bearing

!yields in excess of such yield limitation.
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7.04 Disoosition of Investments. When required and necessary to make any
payments under Sections 2.01 or 6.01 hereof, the Trustee and the Investment Manager (s), if any,
shall sell investments at the best price reasonably obtainable, or present investments for
prepayment, but ordy upon written direction from the Grantor or an Investment Manager, ne
Trustee shall have no liability with respect to any sale or prepayment of an investment made in
accordance with written direction of the Grantor or an Investment Manager.

VIII. MISCELLANEOUS

8.01 Headings. He section headings set forth in this Agreement 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 Particular u/ords. Any word contained in the text of this Agreement shd
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 specifically stated, the word " person * shd
be taken to mean and include an individual, partnership, association, trust, company, or corporation. A

!
8.03 Parties Interested Herein. Nothing expressed or implied in this Agreement I

is intended or shall be construed to confer upon, or to give to, any person or corpora:lon, other
than the Orantor and the Trustee, any right, remedy or claim under or by reason of this Agreement,
or any covenant, condition or stipulation contained herein, ne Grantor shall be entitled to receive
payments for Decommissioning Costs and administrative expenses of the Trust which the Grantor
may incur in carrying out the purpose set forth in Section 1.03 of this Agreement. It is intended by
the Orantor that the Grantor be the ultimate beneficiary of this Agreement in that the
decommissioning activities contemplated by this Agreement, which are to be performed by or on
behalf of the Grantor, willinure to the benefit of the Orantor by the satisfaction of its obligations

,

under the Regulations and the ANPPPA.

8.04 Severability of Provisions. If any povision of this Agroement, or its
application to any person, shd be invalid and unenforceable, the other provisions of .his Agreement
shall remain in effect.

8.05 Form and Content of Communications. He names of any person authorized ;

to act on behalf of the Orantor shall be certified, with the specimen signature of such person '

provided to the Trustee by the Orantor. Until appropriate written evider.e to the contrary is
received by the Trustee, it shd be fully protected in relying upon or acting in accordance with any
written notice, instruction, direction, certificate, resolution, or other communication believed by it
to be genuine and to be signed and/or certified by any proper person, and the Trus;ee shd 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 shd 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 Deliverv of Notices Under Anreement. Any notice required by this '

Agreement to be given to the Orantor or the Trustee shall be personally delivered, sent by overnight
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courier, telecommunicated, or mailed, postage prepaid, by registered or certified mail, to the person
to be notified as set forth below:

|

If to the Grantor-
'

l
Southern California Public Power Authority ;'

| 200 South Los Robles Avenue :

Suite 155 -
,

| Pasadena, California 91101 :'

Attention: Executive Director i

Fax #: 818/793-9461
:
,

if to the Trustee: !
:
I*

Security Pacific National Bank
333 South Beaudry Avenue

! Los Angeles, California 90017 |

Attention: Corporate Trust Division (W24 30) !
Fax #: 213/482 3288

*

i

ne Orantor or the Trustee may change its address, or add additional addresses, for notices to be
,

given to it hereunder by delivering notice thereof in writing to the other party. >

8.07 S-=rn and Anniana. His Agreement shall be binding upon and inure to ;

the benefit of the Grantor, the Trustee and their respective s==mrs, assigns, personal ;
! represantstives, executors and heirs.

8.08 Governinn Jurisdiction. De 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 it was executed in and is to be wholly performed vithin the :

State of California.
;

8.09 muntine Year. De Trust shall operate on an accounting year which
,

coincides with Grantor's fiscal year, July 1 through June 30. !

8.10 Counterparta. This Agreement may be executed in counterparta, each of
which shall be an original, with the same effect u if the signatures were upon the same instrument.

,

i

I
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IN WTrNESS WHEREOF, the Grantor and the frustee have set their hands to this
Agreement as of the day and year first above written.

GRANTOR:

SOUTHERN CALIFORNIA PUBLIC POWER
AUTHO

sh d,-
Its: Presi t

Attest: #
Its: Assistant %etary

TRUSTEE:

SECURITY PACIFIC NATIONAL BANK,
1

As Trustee != - -
t .m i

r i ! !\
By: I --m

Its: V#

1-

!

e

1

|
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