'Decision 92 01 027 January 10, 1992 - 7 ]
BEFORE THE PUBLIC UTILITIES COHHISSION OF THE STATE OF CALIPORNIA't

In the Matter of the Application,of [:)
SOUTHERN CALIFORNIA EDISON COHPANY
- {U 338-E) Requesting. Approval of the ca 033
)

Appointment 6f Thée Northérn Trust (Plled NOVember 14, 1991)
Company as Trustée for Edison’s
Nuclear Decommissioning Trusts. ;

Summary of Decision
This décision grants Southern california Edison Company

(Edison) the approval réquésted in its Application 91-11-033

(Application).
Edison requests approval under Public utilities (PU) COde"

§ 701 to appoint Thé Northeérn Trust Company (Northern) as a .

" substitute trustée of Edison’s nuclear decommissioning trusts, and-

to executé réstated trust agreements with ‘such substitute trustee.

' Notice of the filing of the Application appeared on the

'Commissioﬁ‘s pafly Calendar of Decéember 2, 1991. No protests have»

- ~ been received.

Background : ‘
Edison is a public utility organized and existing uﬁder

the laws of the State of California. Edison is engaged in the
businéss of generating, transmitting, and distributing electric
energy tn portions of Céntral and Southern California.

, In Order Instituting Investigation No. 86, the commission
conducted an extensive 1nvestigatioh into alternative methods of
financing the ultimate cost of decommissioning the nuclear péwer
plants owned by California utilities. - In Decision (D.)87- 052062,
the commission adopted an externally managed trust fund as the
vehicle for accruing funds for the decommissioning of the nuclear
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power plants.' In that decision, ths Commission also established S
guidelines for these trust agreements. : S

‘ In Yesponsé to D.87- 05-062, Edison met with the
COmmission staff and developed trust agreeménts for its nuolear
decommissioning costs in accordance with the. guidelines set forth
in that decision. Oné trust agreement was established as the
véhiclé to hold the decommissioning funds which qualify for an c‘,
income tax deduction under Section 468A of the Internal Reéenue,
Code (Qualified Trust) and the other was designed to hold the
'vémaining funds (Nonqualified Trust). On Novémber 25, 1887,
Edison'sitrust agreements were approvéd by the Commission and
executed shortly thereafter. Sincé the inception of Edison’s
Qualified and Nonqualified Trusts, Harris Trust and Savings Bank

(Harris) has béen the trustee. :
Both trusts provide for the establishment of the Nuclear

Facilities Decommissioning ‘Master Trust Committeé (the Committee)
consisting of five members, at léast three of which cannot be ‘
employees, officers, diréctors, or agents of Edison. '
Article 4. 01 of the qualiffed and nonqualified trust
agreements provide that the Committeé shall have the right to
remové the acting trustée and appoint another entity as a succéssor7a
trustee. Article 2.10 of the qualified trust agréeement and Article
2.12 of the nonqualified trust agreemént provide that the Committee'
may amend the trust agrééménts by filing a& copy of thé amendment '
with the Commission. D.87-05-062 and Resolution (Res.) E-3057
expressly require Commission approval of all subsequent pfoﬁOsed
trust agreements, '

Requést for Order Approving Substitute Trustee and Associatéd.
Restated Trust Agreements

As set forth above, the qualified and nonqualified trust
agreements allow the Committee to replace the trustée and appoint a
substitute trustee. 1In turn, the Commission has éffectively
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1required its approval of this action, which reQuires revision of
thé trust documents., : : o o
' By résolutlon of August 21, 1991, (Exhibit A to the R
Applicatioén), the Committeé on a 5-0 vote approved réplacing
Harris, and in its place, appointing Northern as trustéé., i
. The Committee’s proceéss in deciding to replace Harris and,
~appoint Northérn as trustee was completé and comprehénsive. The -
Committeé astaff’s rationalée for appointing Northern, as presented
to the Committeé, was submitted to thé Commission (Exhibit B to the
Application). Among other factors, the Committee staff’s :
recommendation was supported by considerations of timeliness,.
quality of sérvice and performance méasurément and tax reporting
capabilities. 1In addition the Committéé‘s staff preseéntéed
information demonstrating that Northern‘s fées, although higher
than Harris‘ are competitive with thosé of thé other substitute»"
trustéé candidate evaluated. CLo
Based on thé Committeeé's reésolution adopting its stéff‘
récommendation, Edison proposes to execute, upon approval of the - o
commission, réstated trust agreements with Northern (Exhibits ¢
and D to the Application) with éssentially identical terms as the
existing agréements, except for a revised feé schedule (p.38, _ ‘
Quatified Trust} p.35, Nonqualified Trust). The rémaining changes .
from the presént trust agreements are technical and c0nforming in
nature. ‘
Fhe Committee intends that, after the Commission iésu’es
its order, the Committée will remove Harris as Trustee and appoint
Northern, as soon as is reasonably practicable. -
The Commission Advisory and Compliance Division (CACD) -
has an ongoing ménitoring program and has met from time to time
with the Committees of all three utilities which have nuclear
decommissioning trust funds, the trustees and the trusts’
investment managers. The CACD has reviewed Edison’s Application
and concurs in recommending approval of Northérn as trustee.




'”'fBeaneat for Ex Parte Relief : : :
. in'the interests of time, administrative efficiency, and :
‘because theré are no additional facts to be provided or issues t6
‘be declded, Edison reQuests that the commission act on this
application on an ex parte basis and without hearinqs.' The
_rationale for affirming éx Q'r te tréeatment here is the samé as thé
'COmmlssion used in D.90-08-067 in approving a substitute tfusteé )
-for Pacific Gas and Eléctric Company’s nucléar decommisbibning
,ttrusts ONn an ex Qarte basist namely, theré aré adequate procedures
" in place to monitor the entity’s performance (in this casé,,‘ o
Northérn) on a reasonablé and. regular basis (D.90-08-067, p.4,
mimeo) . In this regard, Article 3.05 of the trusts exPressly 4
reQuires the Committée to provide annual reports as to whether the
trustee should be réplaced as well as a triennial report evaluating
-on a competltive basis other firms which can providée the trusteée.

‘function.

,»Pindings of Fact

, 1. Edison, a California corporation, operates as a
'public utility under the jurisdiction of this Commission. -

. 2. 1In D.87-05-062, the Commission required éxternally
managéd trust funds to financeé the ‘decommissioning of nucleéar power
'plants.' - _ - _ . ' ’
: 3. D.87-05-062 required Edison to obtain the
COmmission s approval prior to executing the trust agreéments for
its Palo Verde Nuclear Generating Station (PVNGS) and San Onofré
_Nuclear Generating Station (SONGS).

: 4. In Res. E-3057, the Commission required its approval
of all subsequént trust agreements.
: 5. In this Application, Edison requests approval of
 Northern as réplacement trustee and approval of the proposéd
restated trust agreéements between ftself and Northern.
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6. 1 support of this application, Ed 'oh has :inoluded_i

'considerations supporting the aubstitution of Northern'as trustee.*'
7. -The restated trust agreeménts for the’ PVNGS and -

SONGS are fair and reasonable. * *

e , 8. The restated trust agreements are within thé

requirements of D,87-05- 062 and Res. E- 3057.

, 9, 1In conforming to D.87- 05 062 and Res. ‘E- 3057, the
trust agreements provide adequate requirements that Northern, as‘
trustee, will be fairly évaluated on a reasonable and a regular
basis, while assuring the necéssary latitude and’ safeguards.' :

10. The CACD concurs with the appointment of Northern.
: 11. Théré is no known opposition to this proceeding and
ﬂo reason to délay granting the approval réquested. :

'Qonolusions of Law : _
1. Theé Application is made pursuant to SectiOn 701 of

the. Public utilities Code of the State of California, the S
Commission & Rulés of Practice and Proceduté, and prior d(‘-zc.':isiorls,f_'E
orders and resolutions of the Commissioﬁ and specifically
D.87-05-062 and Rés. E-3057. :
' 2. A public hearing is not necessary. _ :
3. The application should be ‘granted to the éxteﬂt set

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

of signature to enablée Edison to proceed with its plans in an
expeditious manner, S




1T 18 ommaxo that: R :
RS 1. Thé replacémént of the present trustee, Harris Trust ~
f»and Savings Baﬂk, with The Northern Trust company is approved./z: -
2, Southerﬁ California Edison Company is granted -

‘";approval to execute its prOpésed féstated trust agreemehts with The.'

Northern Trust Company. C

e N 3.» The Execut1Ve Director is directed to Bign such trust'
.:'agreements on behalf of the COmmission. : « .
This order 18 effective today. - .
Dated January 10, 1992 ‘At San Francisco, Califérnia.-r
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Président
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