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Oecision 89-10-029 Octol><>r 12, 1989 ®OO~@~[(1~IL 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Applic,,-tion of PACIFIC GAS. & 
ELECTRIC COMPANY (U 39 M) 
Requesting Approv,,-l o·f "­
Proposed. Investment Man,,-qer 
Agreement with ReM Capital 
M,,-n"-gement. 

) 
) 
) 
) 
) 
) 
) 

-------------------------) 

Application 89-09-010 
(Filed September 6, 1989) 

o PIN ION 

Summ~rx of-peeision 
This decision grants Pacific G,,-s and Electric Company 

(PG&E) the ,,-pprov,,-l requested in its ,,-pplication. 
PG&E has requested the California Public Utilities 

Commission (Commission) to· approve the proposed Investment 
M,,-naqement Agreement with RCM C,,-pital Management (RCM) and to 
authorize the Acting Executive Director to sign such Agreement on 
behalf o·f the Commis.sion. 

Since 1905, PG&E h"-s operated as a public utility 
corporation, organized under California law.. It is engaged 
primarily in the ):)usiness of furnishing electric and gas. serviee 
in northern and central California. 

In Decision No. (D.) 87 -05·-0 62, the Commission required 
extern,,-lly m,,-n,,-ged trust funds to fin"-nce the decommissioning of 
nuclear power plants. In ,,-ccord,,-nce with the guidelines sot 
forth in th"-t Decision, PG&E met with the Commission at"-ff and 
developed trust agreements for its nuclear decommiss·ioning costs. 
Since the inception of the PG&E trus·ts, M. D. Sass Investors 
Services, Inc. (M •. D .. Sass) has· been the sole- Investment Manager 
directing the investment of its trust fund assets·. By this 
application, PG&E is requesting the approval of an agreement with 
a second Investment Manager. 

S.,ekgxound 
In Order Ins.tituting Investigation No. 86 (011 86) I the 

Commission conducted an extensive investigation into alternative 
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methods of financing tho ultimate cost of decommiSSioning the 
nuclear power plants. owned by California utilities. In 
D' 87-05-062, the Commission adopted an externally managed trust 
fund as the vehicle for accruing funds for the decommissioning o·f 
the nuclear power plants. In that decision, the Commission also 
established guidelines for these trust agreements. 

In response to D. 87-05-062,. PG&E met with the 
Commission staff and developec:l trust agreements for its nuclear 
decommissioning costs in accord.ance with the guidelines set forth 
in that Decision. One trust agreement was established' as the 
vehicle to hold the decommissioning fund.s which qualify for an 
income tax deduction under Section 468A of the Internal Revenue 
Code (Qualified ~rust) and the other was designed to hold the 
remaining funds· (Nonqualified ~rust). On November 25, 1987, 
PG&E's Trusts were approved by the Commission and executed 
shortly thereafter. 

Both Trusts provide for the establishment of the 
Nuclear Facilities Decommissioninq Master Trust Committee (the 
Committee) consisting of five members, at least three of which 
cannot be employees, o·fficers, directors, or agents of the 
Company. Pursuant to· the Trusts, and. subject to Commission 
approval of the Investment Manaqer Agreement, the Committee is 
authorized to· appoint one or more Investment Manaqers to direct 
the investment of all or part of the ~rust assets. 

On Oecember 17, 1987', the Commission approved the 
appointment by the interim Committee (composed of five company 
employees, prior to Commission confirmation of the current 
Committee) of M. D. Sass· to direct the investment of the 
Qualified and Nonqua.lified Trusts. An Investment Manager 
Aqreement, effective as of s.uch date,. was· executed by the 
Committee, M.. 0., Sas·s and the Commission. The trusts were 
initially fund.ed.· on December 23, 198:7. . 
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~quest £o~Order Aeprovin~nve'tmen£~n~ge~~greement wi£h 
~ 

The Qualified Trust provides that ~[T)he Committee may 
appoint one or more Investment Managers to direct the- investment 
of all or a part of the Master Trust .. '" "Investment Man,."gers'" are 
defined as the fiduciaries who· have: been retained by the 
Committee to manage, acquire or dispose of trus·t assets .. 

The Qualified Trust contemplates the execution of an 
agreement with each Investment Manager selected to· direct the 
investment of trus·t assets.. It defines the Investment Manager 
Agreement as the '·agreement(s) :between the Committee and an 
investment manager selected :by the Committee which agreement 
governs the management of the assets of the Master Trust and is 
confirmed :by the CPUC.... The Commiss;i.on in D. 87-0S-0S2.and 
Resolution (R .. ) E-3071 explicitly required its approval of all 
Investment Manager Agreements. 

By resolution of August 21, 1989, the Committee, on a 
5-0 vote, approved. retaining RCM as an additional Investment 
Manager under the Qualified Trust and authorized the execution of 
an Investment Manager Agreement between such firm and the 
Committee.. The Nonqualified Trust will continue to be man,."ged 
solely by M. D .. Sass. 

In its meetings of November 2, 1988· and March 3, 1989, 
the Committee requested its staff t.o· pre-screen investment 
management firms professing nuclear decommissioning trust 
expertise.. Committee staff conducted extensive interviews with a 
total of ten organizations and evaluate~ each based upon the 
selection criteria discussed with the Committee.. Three firms 
were invited to make presentations to the' Committee. 'rhe 
Committee :believed that :based upon the selection criteria RCM 
best fulfilled the Committee's goals. and o:bjectives for an 
Investment Manager .. 

The Committee and. RCM propose to·. execute an' Investment 
Manager Agreement, upon approval 0'£ the. Commi8sion~ This 
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proposed agreement is substantially the same as the Investment 
Manager Agreement with M. D. Sass, already approved by the 
Commission, except for Section 6 and Section 8. Section 6-
provides for lower fees than are currently paid to M. O. Sass. 
Section 8 provides comparable or greater liability protection for 
the Qualified Trust than an agreement approved by the Commission 
between ReM and Sou'thern California Edison. 

The Committee intends· that, after approval and 
execution of the Investment MAnager Agreement, funding of RCM's 
investment account will commence, with the entire amount of 
subsequent monthly contributions- to the Qualified Trust 
(currently $ 5.2 million). The monthly contributions by PG&E to 
the Qualified Trust will continue to be allocated to RCM until 
the Committee decides otherwise. Consistent with the expressed 
desire of the Committee, an initial allocation to RCM will be 
made based on an aggregate of the monthly contributions to the 
Qualified Trust due in September, October, and Novertlber, 1989' • 

The CommiSSion AdVisory and Compliance Division (CACD) 
has an ongoing monitoring program and has met from time to time 
with the Committees, all three utilities which have nuclear 
decommissioning trust funds, the trustee and all of the 
investment managers, including RCM in its capacity as manager for 
Southern California Edison Company. CACO has also interviewed. 
RCM following the Committee's resolution and it concurs in 
recommending approval of the appointment. CACO further concurs 
that the aggregation of the September, October, and November, 
1989 contributions to start funding for RCM is reasonable. 

ReCtll~st for Ex Parte .BelJ&g 

In the interests of time, administrative efficiency, 
and because there are no- additional facts to be prov.:Lded or 
issues to be deCided, PG&E reques·ts that the CommiSSion act on 
this Application on an ~ parte basis· and without hearings ~ ~ 
parte treatment of this Applieationwill have no adverse impact 
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on the public interest bec~use, ~s the Commissi<)n has alre~dy 
determined, the Qualified ~rust and Investment Manager Agreement: 

••• provide adequate requirements th~t the 
inves·tment manager or advisor will be fairly 
evaluated on a reasonable and regular basis. ~his 
as-sures (the investment manager) an adequate· 
opportunity to perform, yet still provides 
sufficient safeguards to preserve the o.s·sets of 
the trus,t funds and maximize the earnings on 
allowable investments. 
Commission R. E-3071, mimeo, p. 5, finding #3.-

llnd!nge of Fact 
1. PG&E, a California corporation, operates ~s ~ 

public utility under the jurisdiction of this Conunission. 
2. In D .. 97-05-06.2, the Commission required externally 

m~na9'ed trust funds to finance the decommissioning of nucle~r 
power plants. 

3. D. 97-05-06,2 required PG&E to obtain the 
Commission"s approval prior to executing the trust agreements for 
its Diablo Canyon Nuclear Generating St~tion and Humboldt Bay 
Nuclear Unit No.3. In addition, PG&E was required to obtain 
approval of its selection for Investment Manager. 

4. In R. E-3071, the Commission approved the 
appointment of M. D. Sass as the Investment Manager of the trust 
funds. 

5·. In this Application, PG&E has requested 
confirmation of ReM, a second Investment Mano.ger appointed by the 
Committee. 

6. In this Application, PG&E has also- requested 
approval of the proposed Investment Manager Agreement between the 
Committee and RCM. 

7 .. In support of this Appl:ication, PG&E, has included , 
the qualifications and credentials of,RCM .. 
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8. The Investment Manager Agreement for the Oiablo 
canyon Nuclear Generating Station and H~oldt Bay Nuclear Unit 
No.3, is fair and reasonable. 

9. The Investment Manager Agreement is in compliance 
with the requirements of o. 87-05-062 and R. E-3.07l .. 

10. In conforming to o. 87-05-062 and R.- E-3071, the 
Investment Manager Agreement provides adequate requirements that 
RCM, as investment manager, will be fairly evaluated on a 
reasonable and a regular basis, while assuring the· necessary 
latitude and safeguards. 

ll.. The CACO concurs with the appo·intment of ReM. 

12. There 121 no· known oppoeition to this proceeding 
and no reason to delay granting the approval reqUested. 

~~ 
1. The Application is made pursuant to Section 701 of 

the Public Utilities Code of the State of California, the 
Commission'S Rules of Practice and Procedure, and prior 
decisions, orders and resolutions of the Commission· and 
specifically o. 87-05-062 and R. E-3071. 

2. A public hearing is not necessary. 
3. The application should be granted to· the extent 

set forth in the order that follows. 
4. The following order should be effective on the date 

of signature, to enable PG&E. to proceed with its plans in an 
expeditious manner • 
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IT IS ORDERED that: 

, . 

ORPER 

1. Pacific Gas & Elec~ric Company is qran~ed approval 
~o execute its proposed Investment Manager Agreement between the 
Committee and RC~ Capital Management; and 

2. The Acting Executive Director is directed to Sign 
such Investment Manager Agreement on :beMlf of the Commission. 

California. 

This order is effective today. 
Dated. ___ O_C_T ..... 1 .... 2 __ 19 .... 89..;;.-_· ___ At SAn FrAncisco, 
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G .. MITCHELLWLK 
Preaident 

FREDERICK R;. DUDA 
STANLEY W~. foIJLE1T 
JOHNB~ OHANIAN . 
PATRICIA M. ECIWti 

CommIMionn 
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• BEFORE THE: PUBLIC UTILITIES COMMISSIO~ OF THE 

Application of PACIFIC GAS, & ) 
ELE:C':RIC CO:1P'ANY, (U 39 M) ) 
Requesting Approval of a ) 
Proposed Investment Manager ) 
Agreement ",v"ith Ret! Capital ) 
Management~ ) 

) 

-------------------------) 

Summary of pecision 
This decision grants Paci ic Gas and Electric Company 

(PG&E) the approval requested in s application. 
PG&E has requested the California Public Utilities 

Commission (Commission) to app va tho proposed Investm0nt 
Management Agreement with RCM apital ~nagement,(RCM) and to 
autho:ize the Acting Executi e Director to sign such Agreement on 
behalf of the Commission. 

Since 1905" PG& has operated as a public utility 
corporation, organized u ~er California law. It is engaged 
primarily in the busin s of furnishing electric and gas ser.rice 
in northern and cent: California. 

In Oecisio No. (0 .. ) 87-05-06,2, the Commission required 
externally m~n~ged rust funds to finance the decommis8ioning of 
nuclear power plan s. In accordance with the guidelines set 
forth in that Oec sion, PG&E met with the CommiSSion staff and 
devel~ped g:eaments for its nuclear decommissioning eosts. 
Since the inca ion of the PG&E trusts, M. o. Sass Investors 
Ser..rices, Inc. (M. 0 .. ,Sass) has been the sole Investment Manager 
directing th investment of its trust fund assets. By this" 
~pplication PG&E is requesting the approval of an agreement with 
a second I estment Manager. 

In Order Instituting Investigation No. 86 (OIl 86), the 
an extensive 1nvestigationinto alternative 
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