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BEFORE THE PUBLIC O''I'ILI'l'IES COMMISSION OF 'I'HE S'I'A'l'E OF CALIFORNIA 

In the Matter of th~ Application of) ~l\fi.Q)1 n~. n~qt1'.l\ 
PACIFIC GAS A.~D ELECTRIC COMPANY ) ~ LnlU~HUWLnj~ 
(0 ~$ M) Requesting Approval of ) 
propose4 Invastment Manaqer ) 
Aqreements with RCM capital ) 
Manaqement, National Investment ) 
Service of Alnerica, Inc., and. ) 
Sanford c. Bernstein & CO'r, Inc. ) 

------------------------------) 
OPINION 

~mmpary of Decisism 

Application 90-12-025 
(Filed Dece~er12, 1990) 

':I:his decision grants Pacific Gas and Electric CO'lnpany 
(PG&E) the approval requested in its application. 

PG&E's Applic;ation 90-12-025, (Application) requests the 
California P~lic Utilities Commission (Commission) to approve the 

propo~QQ InVestment Manager Agreements (Aqreements) with RCM 
capital Management (RCM) , N~tional InvestmQnt services of AmQric~, 
Inc. (NISA),. anc. S·anford C. Bernstein & Co .. , Inc. (Bernstein) I and 
to· authorize the Executive Director to siqn such Agreements en 
~ehalf of the Ccmmission~ 

Notice of the filing appearea on the commission's Daily 
calendar of December l7, 1990. No pr~tests have been receiveQ. 

.-

Sinc::e,1905, PG&E has operateQ as a public utility 
corporation, orqanized unc.er California law. It is engaged 
primarily in the business of furnishinq electric and gas service in 
northern anc. central California. 

In Oecision (0.) 87-05-062, the Commission required 
externally manaqec. trust funds to finance the decommissioninq of 
nuclear pcw$r plants. In accordance with the quic.elines set fortn 
in that c.Gcision, PG&E met with the Commission statt an~ Qevelopea 
trust aqreements for its nuclear deeommissioninq costs. Since ~he 
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inception of the PG~E trusts, several Investment Managers have been 
retained to direct the investment of its trust fund assets. By 
this Application, PG&E is requesting approval of Agreements with 
two new Investment Manaqers, NISA and Bernstein. PG&E is also 
requestinq approval o-t an additional Aqreement with RCM, an 
eXisting trust fund manaqer. 

Bas;kgrouncj _ 
In Order Institutinq Investiqation (OIl) 8-6·, the 

commission conducted an extensive investigation into alternative 
metho~5 of financing the ultimate cost of decommissioninq the 
nuclear power plants own.~ ~y California utilities. In 
0.87-05-062, the commission adopted an externally manaqe4 trust 
fund as the vehicle for accruinq funds for the decommissioninq of 
the nuclear power plants. In that decision, the commission also 
established quidelines for these trust aqr •• ments. 

In response to 0.87-05-062, PG&E met with the commission 
statf and developed trust aqreements for its nuclear 
decommissioning costs in accor~ance with the guidelines set forth 
in that decision. A Qualified Trust Agreement was desiqned as the 

vehicle to hold the decommissioninq funds which qualify for an 
income tax deduction under Section 468A of the Internal Revenue 
Code and a Nonqualitied Trust Agreement was desi9ned to hold the 

remaining funds. PG&E's Trust Agreements were approved ~y the 
Commission on November 25, 1987, and were executed shortly 
thereafter. 

Both trusts provide tor the establishment of the Nuclear 
Facilities oecommissioninq Master Trust Committee (Committee) 
consistinq of five members, at least three of which cannot ~e 
employees, officers, directors, or agents ot PG&E. PUrsuant to the 
trusts, and subject to Commission approval ot the Investment 

- 2 -



A.90-12-025 CACO/CHR/~jt 

Man~qer Aqreement, the Comxnittee is authorized to appoint one or 
more Investment Managers to direct the investment of all or part of 
the trust assets. 

On OeeQrnDQr 17, 1987, the Commissiqn approve4 the 
appointment l::>y the interim committee (compose4 of five company 
employees, prior to commission confirmation of the current 
committee) of an initial Investment Manaqer eM. O. Sass Investors 
Services, Inc.) to direct the inves~ent of the Qualified and 
Nonqualified Trusts.. An Investment Manaqer Aqreement, effective as 
of such date, was execute4 by the committee. The trusts were 
initially funded on December 23, 1987. Subsequent Investment 
Manaqer Aqreements were approved. on Octo.ber 12, 1989 (RCMwith 
respect to- the Qualitied 'trust) and December 6, 1990 (BanJcers Trust 
Company with respect to, the Nonqualified 'trust). 

Regue:rt; fgr Order A'Qproying Imt'1!stment ManAg§:t, Asn::!!emfmts 
The Qualified and Nonqualified 'trusts provide that *'I'he 

Committee may appoint one or more Investment Manaqers to direct the 
1nvQ~tmont of all or a part of the Master 'l'ruot.* *InveGtment 
Managers* are defined as the fiduciaries who have been retained by 
the Committee to manage, acquire or dispose ot t~st assets. 

~he Qualified and Nonqualified Trusts contemplate the 
execution of an Agreement with .~ch Inv.5tmont Mana90r soloet,d to 
direct the investment of trust assets. They define the Investment 
Manaqer Agreement as the Wagreement(s) ~etween the Committee and an 
investment manaqer selected by the Committe. which agreement 
governs the manaqement of the assets of the Master trust and is 
contirmod ~y the CPUC (Commission).* The Commission in 
0.87-05-062 and Resolution (Res .. ) E-:3071 explicitly reqUired it~ 
approval of all Investment Manager Aqreements. 

By resolution of December 12~ 1990, the Committoe on a 
5-0 vote: (1) approved retaininq RCM as Investment Manager un4er 
the,Nonqualitied Trust (RCM is currently actinq as Inve$t~ent 
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Manaqer under the Qualified Trust), (2) approved ret~ininq NISA and 
Bernstein as Inv~stment Manaqers under ~oth the Qualified and 
Nonqualitied Trusts; and (3) authorized the execution ot 
Investment Manaqer AqreQments ~etwQQn ouCh tirms and the committee. 

In its meeting ot octo~er S, 1990, the committee 
requested its statt to pre-screen investment management firms 
professing nuclear decommissioning trust expertise for the purpose 
of selecting two new Investment Managers. Committe. statt 
oonducted extensive interviews with a total of eignt organizations 
and evaluated each based upon the selection criteri~ discussed with 
tho Committe.. Three tirms WGre invited to make presentations to 
the Committee. The Committee believed that" based upon the 
selection criteria, NISA and Bernstein best fulfilled' the 
Committee's goals and objectives for an Investment Manager. 

The Committe.'also approved expandinq RCM's role to 
include investment management responsibilities over the non-equity 
portion of the Nonqualified Trust. The Commission had previously 
approved a Qualified Investment Manager Agreement between the 
Committee and RCM (0.89-10-029, dated October 12, 1989). 

The Committee proposes to execute Investment Manager 
A9reements with RCM, NISA, and Bernstein (attached to, the 
Application as EXhibits A, S, ,and C, respectively), upon approval 
of the Commission. Although none of the Investment Manager 
Agreements are identioal, they all include provisions and terms 
oommon to Aqreements alre~dy approved by the Commission. 

Section 6 of each Aqreement, addressing tees, provides 
for fees comparable or less than tee scheduling previously approved 
~y the Commission in the RCM Qualified Investment Manager 
Agreement. Seotion 8 of the Qualified Aqreements, addressinq 
manager liability, provides tor comparable or qreater protection 
for the Qualified Trust than the RCM Qualified Investment Manager 
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A9reement, alreaay approvea by the Commission. In the c~se of the 
Nonqualitied Agreement$, comparable lia~ility protection to other 
Nonqualified. Aqreements approved ~y the Commission is obtained. 

The Committee intends that,. after approval and. execution 
of the Agreements, (1) RCM's non-qualified investment account will 
be funded with the entire amount of the non-eq1J,i ty portion of the 
Nonqualified Trust, as well as all subsequent monthly contrjJ,utions 
allocal:lle to- non-equity investments;. and. (2) the NISA and Bernstein 
investment accounts will be funded. with amounts currently bein9 
managed. :by Mellon Bank,. N .A., an amount which will result in 
approximately equivalent funds for each of th~ three Qualified 
~rust Managers. The Committee's intention is that subsequent 
monthly contributions by PG&E to the Qualified Trust will be 
allocated evenly amonq the three manaqers. No Nonqualified Trust 
tundinq ot the investment accounts of either NISA or Bernstein is 
~nticipatad: however, approval of Nonqualif1ed. A9r~.m.nt5 with oach 
firm is requested, so' that the Committee will have suffieient 
latitude to utilize each firm's expertise promptly should future 
circumstances warrant. 

The Commission A~visory ~nd compli~nce Oivision (CACO) 
has an on90i:.l9 monitoring' pro9'%'am and. has met from time to time 
with the Conuni ttee, the Trustee and the Investlnent Managers. CACD 
had previously interviewed ReM and. it concurs in recommendin~ 
approval of the appOintment ot RCK as Investment' ,ManAqer of the 
Nonqualified ~rust. CACO attended the Committee meeting ot 
Oecember 12, 1990, approvinq the retention of NISA and Bernstein, 
and CACD also concurs in these appointments. 

Request tor Ex iAxte Belier 
In the interest of time, aaministrative efficiency, and 

because there are no additional facts to be provided or issues to 
be decided, PG&E requests that the Commission act on this 
Application on an ex part, basis and without hearinqs. Ex parte 
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treat~ent of this Applic~tion will have no- aaverse impact on the 
public interest ~ecause, as the Commission has alreaay aetermined, 
the trusts ana Investment Manager Agreements will: 

* ••• provide aQequate requirements that the 
investment manager or advisor will be fairly 
evaluated on a reasonable and reqular ~asis. This 
assures (the investment manager) an adequate 
opportunity to- perform, yet still provides 
SUfficient sateguards to preserve the assets ot 
the trust funds and maxtmize the earnings on 
allowable investments.* 
(commission Res. E-307l, mimeo, p.S, findinq #3.) 

[indinq§ ot Fact 
1. PG&E, a Calitornia corporation, operate. as a public 

utility under the jurisdiction ot this commission. 
2. In D.87-05-062, the commission required externally 

managed trust tunds to- tina~ce the decommissioning of nuclear power 
plants. 

3. 0.87-05-062 required. PG&E to obta.in the Commission's 
approval prior to e~eeuting the trust aqreements for its Diablo 
canyon Nuclear Generating Station and Humboldt Bay Nuclear Unit 
No.3. In addition, PG&E was required to obtain approval ot its 
Investment Manager Agreements. 

4. In 0.89-10-029, the commission approved an 
Investment Manager Agreement with RCM, 'enqaqing them as an 
additional Investment Manaqer tor the QualitieQ Trust~ 

s. In-this Application, PG&E re~qsts approval of a 
proposed Investment Manaqer Agreement between the Commi~tee and RCM 
tor the Nonqualified Trust. 

6. In this Application, PG&E alsoe requests approval ot 
proposed Investment Manaqer Aqreements with NISA And Bernstein for 
both the Qualitied Trust and Nonqualitied Trust. 

7. In support of this Application, PG&E has submitted 
profiles ot NISA and Bernstein. 

- 6 -



A.90-12-02S CACO/CHR/wyt 

z. The proposed Investment Manager Agreements are in 
compliance with the requirements of 0.87-05-062 and Res. E-Z071. 

9. In contonninq to· 0.87-05-06,2 ana Res. E-3071, the 

proposed Investment Manaqer Agreements provide adequate 
requirements that RCM, NISA, and Bernstein, as Investment Managers, 
will be tairly evaluated on ,a reasonable and a reqular ~asis, while 
assuring ~~e necessary latitude and satequards. 

10. CACO concurs with the appointment ot RCM, NISA, and 
Bernstein. 

11. ~her. is no known opposition to this proceeding and 
no reason to delay granting the approval r~quested. 

~QDklpsigns ot LAW 
1. ~h. Application is mad. pursuant to Section 701 ot 

the PUblic Utilities Code ot the State ot Cali!ornia~ the 
commission's Rules ot Practice and Procedure, and prior decisions, 
orders and resolutions ot the commission and speeitically 
D.87-05-062 and Res. E-3071. 

2. A public hearing is not necessary. 
3. PG&E's Application should ~e qranted to the extent 

set forth in the order that tollows. 
4. ~he following order should be ettective on the date 

of signature, to· enable PG&E to proceed with its plans in an 
expe~it~ous manner. 
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o B pER 

IT IS ORDERED that: 
1. Pacific Gas ana Electric company is qrantea approval 

to execute its proposea InvQstment Manager Agreements ~.tween the 
Nuclear Facilities Oecommissioninq Master Trust committee and RCM 

capital Management~ National Investment Services ot America, Inc., 
and santora C. Bernstein & Co., Inc. 

2. The Executive Oireetor is directed to· sign sueh 
Investment Manager Agreements on behalf o! the Commission. 

This order is etfeetive today. 
Dated January 25..1 1991 at San Fr~ncisco, C~litorni4. 
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PATRICIA M. EC1CERT 
Pres1dent 

C. MITCHELL YILK 
JOHN B. OHANIAN 

Comm:f.5 s:f.onerr;. 


