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Decision 98-03-031 March 12, 1998 WJItJU~J«~Mi~8 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Rulcmaking on the Commission's Own Motion into 
Univ('rsal Service and to Comply with the Mandates 
of Assembly Bm 3643. 

Invcstigation on the Commission's Own Motion into 
Universal Service and to Comply with the Mandates 
of Assembly Bill 3643. 

R.95-01-020 
(Filed January 24,1995) 

1.95-01-021 
(Filed January 24,1995) 

INTERIM OPINION APPROVING TRUST·AGREEMENTS AND 
INVESTMENT OBJECTIVES FOR THE CALIFORNIA HIGH COST FUND·B 

AND THE CALIFORNIA TELECONNECT FUND 

This decision approves, with modlficatioJ\s, the proposed trust agreements for 

the California High Cost Fund-B (CHeF-B) and the California Telcconnect Fund (CTF) 

submitted by the Interim Administrative Committee (or the CHCF-B and CTF 

(Committee).' This dedsion also approves the Committee's proposed investment 

objectiv('s for the CHCF-8 and CTF. 

I. Background 

In Decision (D.) 96-10-066, the California Public Utilities Commission 

(Commission) created the CHCp·B to fund the provision of affordable telephone service 

to residential customers located in high-(ost areas scn'cd by the five largest local 

exchange carriers in Ca1ifomia. Dedsion 96-10-066 also established the elF to fund the 

deployment of advanced telecommunications services to schools, libraries, and other 

designated organizations. The CHCF·B and LIF are financed by Commission­

determined surcharges on all end users of intr,l·state telecommunications services. 

I The approvoo trust agreements .\re cont.\inN in Attachments A and B to this dedslon. 
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; Iri,RtsolutionT-t6071, issued on August 1,1997, the Commission directed the 
,~ - ~ \ ~ !. <"; .: ~~ \ :; 

Comrilittee'to meet ,VHhthe IRS (or the purpose Of Securing tax-exempt status for the 

CHCF·B and CTF. Resolution T-l6071 also instructed the Committee, fonowing its 

meeting with the IRS, to submit a motion in this proceeding regarding the steps the 

Commission should take to implement the CHCP-B and CfF. 

The Committee met with the IRS on August 19, 1997, and in compliance with 

Resolution T-l6071, the Comnlitte(' "-ubmittcd a moHon on Octobc "l, 1997, which 

(c<:ommended that the Commission issue adedsion taking the (011· 'rlg actions! 

(1) Direct the Committee to seek private letter rulings from the 1R5 " iltinb {lx-exempt 

status to the CHCp·B and CfFi (2) Appro\'" .["~ Committee's prop" . trust agreements 

(or the CHCP-B and UF; (3) Approve the Committee's proposed investment obje-:tives 

for the monies held by the CHCF-B and CfF; (4) Appro\'e the Committee's proposed 

charters forthe CHCF-B and CfFj and (5) Provide clarification and further diredion On 

a number of operational and oversight issues. lher(' were no responses filed regarding 

the portion of the Committee's motion pertaining ~.' . '1st agreements and investment 

objectives lor the CHCF-B and erF! 

In D.98·01·023 the Commission directed the Committee to seek private letter 

rulings from the IRS granting tax·exempl status to the CHCF-B and CTJ~.' Today's 

decision addresSl."S the Committee's requested approval of its proposed trust 

agrccments and investment objectives for the CHCp·B and erF. A subsequent 

Commission decision will address all other matters contained in the Committee's 

motion. 

I The (\I\ly response to the Committee's m ~._ ';", was filed by lM ('~lIular Carriers Association of California 
(CCAq. In irs r('Sponse, CCAC ('C('nuT.:· kd that the Conu·~ "sion lake various acHOi\S ~rlaining to 
interesl earned on CtlCf·B and CTF surcharge rcwou('s. CCAC's ('Commendations were addres....~ by 
the CommissIon in 0.98-01-023. 

, To date there has been no 10mlal1RS action On this malter. 

• 
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II. Proposed Trust Agreements for the CUCF·B and elF 

\Ve have reviewed the proposed trust agreements· and find they conform 

to our general principles and requirements for such agreements.s In particular, 

the proposed agreements dearly establish that the Commission retains ultimate 

authority and control over the Committee, the trustee, and the funds held by the 

trusts. Furthermore, the proposed agrccn\ents are substantially similar to the 

trust agreements we adopted in 0.98-02-040 for the California Board lor Energy 

Efficiency (CBEE) and the Low-Income Governing Board (UGB), and thus reflect 

our preference that Commission-approved trust agreements uSe common, 

uniform provisions whenever possible. Therefore, except as noted bel()\v, We 

shaH approve the proposed trust agreements for the CHCF-8 and CfF.' 

Our first modification to the proposed trust agreements concerns the designation 

of trustors. According to the Committee, obtaining tax-exempt status lor the CHCF-8 

and elF is contingent upon the Commission being in dear control of the Committee. 

To demonstrate this control, the Committee drafted the trust agreements to name the 

Commissioners as the trust~rs. 

It is not necessary to designate the Commissioners as trustors in order to 

demonstrate our control over the Committee; the proposed trust agrccments are 

already quite dear about our having complete control o\'er the Committee. Moreover, 

in 0.98-02·040 we directed the CBER and UGB to sign trust agreements on the basis 

that establishment of trusts and oversight of trustees are administrative (unctions that 

should be performed by these Boards. Therefore, consistent with our practice for 

previously established Boards and trusts, we modify the proposed trust agreements to 

• The proposro trust agreements are attached to the Committee's motion. 

s Resolution T.16071, issued on August 1,1997, approvoo Uin principle" the trust agreements (or the 
CI{CP-B and the CTP, subj«t to further Commission review. 

, By this d«ision we merely adopt the propOsed trust agr~ments. W~ do not authorite the Committee to 
establish bank a«ounts or trusts for the CHCP-D and CTP at this time. 
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designate the members of the Committee' as the trustors and signatories. In directing 

the Committee members to be the trustors and signatoriesL it is ollr understanding that 

the Commission retains sufficient control over the Committee and the trusts to receive 

federal tax-exempt status (or the CHCF-B and CTF. If the Commitke has tompeUing 

information that naming the Committce's members as trustors will not satisfy IRS 

requirements for tax-exempt status, the Committee should bring this issue before us for 

further tonsideration . 

. 1he Con'n,ittee states that the proposed trust agreements may occasionally need 

to be amended in order to maintain tax-exempt status. When an\endments become 

ne<essary, the Committee recommends that the Executivc Director should be given 

authority to approve ministerial changes on behalf of the Commission, while the 

Commission should retain authority over all substantive changes. We agree with the 

Coim1'littee's recommendations. Accordingly, the Committee should seek approval (or 

ministerial amendments by letter requests submitted to the Executive Director. Each 

request should dc-scribe the proposed amendment and explain the need for the 

amendment. The Committee should cause notice of its leller requests to appear in the 

Commission's Daily Calendar.· FoJlowing the receipt of a tetter request, the Executive 

Director should consult with the Legal Dh'ision, if appropriate, and approve or 

disapprove the proposed ministerial amendment in a written response to the 

Committee.' 

Ii the ComJ1\itt~ proposes a substantivc amendment, it should cause notice of 

the proposed amendment to appear in the Daily Calend:u arong with instructions on 

how to submit written comments within 30 days. FollOWing the ('~.piration of the 

, The signatories as (rustors should be the members of the Administrative Committ~s), intt'rim or 
permanent, for the CHCf and CTF at the lime the trust 3gr«ments arc signed. 

• The Committee d~s not nro;! to solicit comments in the Daily Calendar regarding proposed ministerial 
(hang~. Further, the Committee d<X'S not need 10 post notice in Daily Calendar of IYpOgraphlcaJ and 
plher changes to (rust agr'-'Cments which arc dearly minot and n005ubshlni\'e in nature. 

'lhe ~x«utive DirIXtor shall have the discrction to dir-xi the C()mmitt~ to heat proposed minislcrial 
ch30gcS as substanti\'c changes. 

-4-



R.95-01-020,1.95-01-021 ALJ/TIM/mrj IP-

comment period, the Director ot the Telecommunications Division shall prepare for our 

consideration a resolution recommending whether or not 10 adopt the proposed 

amendment(s). Any appro\'ed changes to the trust agreements, whethet ministerial or 

substantive, shall be executed by the Committee on behalf of the Commission. 

Our second modification is to Article 6.2 of each trust document which allows 

the trustee to resign after giving 60 days written notice. lVe beJieve a longer notification 

period is warranted since we may not be able to obtain a new trustee in only 6() days. 

Accordingly, we modify the trust agreements so that the trustcc mllst give 120 days of 

notice before resigning. 

Our next modification of the proposed trust agreements conCerns the 

audits of the CHCF-B and CfF. As currently drafted, Article Nine of each trust 

document calls for an annual audit of the Hnancial statements and transactions of 

the trusts. lVe modify this provision to clarify that the annual audit shall be paid 

for with funds from the trusts. \Ve also modify the trust agreements to state that 

the S(ope of the audit to be paid (or with trust funds shall include the follOWing: 

(I) lVhethet expense reimbursements and per diem amounts paid to Committee 

members were made in accordance with Commission policy; (2) lVhether goods 

and services paid (or with CHCF-8 and CTF monies were actually provided, and 

wheth~r payments (or goods and services were made in accordance with 

conlr,lctual terms and conditions; and (3) lVhelher entHies recei\'ing the monies 

from the CHCF·B and CTF have full, (omplete, and valid support (or their claims 

submitted to the Funds.u 

With respect to the remainder of the proposed lrust agreements, we make minor 

nlodifications (or the purpose of clarifying our cont(ol over the Committee and/or the 

10 The examination of whether claims fo the CHCP·B and UF are adequately suppOrted should be 
pe.foml(~d once £\'cry thrre ycars. If the tricnnia) audit U1l(ovcrs claims thai lack adequate support, the 
Cornmillce should seek reimbursemcnt of thc unsupported amounts, plus inter~t ~ual to an annual 
rate 0110%.. 

-5-



R.95-01-020, I.95·01'()21 ALJ/TIM/mrj *' 

funds governed by the agreements. \Ve also make nurnerous non-substanti\'c changes 

so that the text of the CHCF-B and CfF trusts, to the extent practicat conforms with a 

more standardized format adopted for the CBEE and UGB trusts In 0.98-02-040. Our 

revisions to the proposed hust agreements are shown in Attachments A and B. 

III. Investment ObJectfves for the CHCF-B and CTF 
,~ 

The Committee proposes that the Commission adopt a policy requiring that 

monies held by the CHCF·B and the CTF be invested with the objectives of safety of 

principle, liquidity, and yield. To achieve these objectives, the Committee recommends 

that monies held by the CHCF-B and the CTF be placed only in specified types of 

investments, such as certificates of deposits, money market mutual funds, and direct 

obligations of the federal government. 

We agree with the general objectives of Committee's proposed investment 

policy, with the highest priority being safety of principal. However, we shall not 

specify the specific types of investments which may be best suited to accomplishing our 

adopted investment objectives. Rather, the Committee should determine the 

appropriate investments consistent with the terms of Article 7,2 of each trust agreement. 

FindIngs of Fact 

1. The proposed trust agreements (or the C( ICF-B and elF conform to the 

Commission's general principles and requirements (or trust agreements. 

2. The proposed trust agreements contain provisions which clearly establish that 

that the Commission has ultimate authority and (ontrol over thc Committee, the 

trustre, and the funds held by the trusts. 

3. the proposed trust agreements (or the CIICF·B and CTP are similar to the trust 

agreements adopted in D.98-0~·040 (or the CBEB and the UGB. 

4. Establishment of trusts and intcraction with trustees are administrative functions 

of the Commitlee. 

5. In D.98-02·040, the members of the COEn and UGB were designated as the 

trustors and signatories on the CBEE and UGB trust documents. 
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6. The proposed trust agreements may need to be_~men_ded from time to time. 

7. The proposed trust agreements allow the trustee totesign after 60 days of notice. 

8. If a trustee resigns, the Commission may need mote than 60 days to obtain a 

replacement trustee. 

9. The proposed trust agreements do not state whether audits of the trusts will be 

paid (or with monies held by the trusts. Nor do the proposed trust agreements provide 

detail regarding the ~ope of the audits to be funded with monies from the trusts. 

to. The Committee's proposed investment objectives (or the trusts are safety of 

principal, liquidity, and yield. 

II. The trust agreements adopted by this dedsion arc (or the administrative 

convenience 6i the Commission. The Commission shall at all times have full alld 

tompJete control over the funds held by the trusts. 

Conclusions o,taw 
1. Commission-approved tnlsls agreements should use con\mon, uniform trust 

provisions whenever possible. -

2. The proposed trust agreen'lents (or the CHCF·B and CTF should be modified, to 

the extent practical, to be consistent with the tcost agreements that the Commission 

approved for the CBEE and L1GB in 0.98-02-040. 

3. The proposed trust agreements should be modified to: (a) naml' the Committee 

members as the trustors and signatoril'S to the documents; (b) require the trustee to 

proVide the Commission with 120 days of written notice prior to resigning; (c) clarify 

that the annual audit of the CHCF·8 and CfF shall be paid for with funds from the 

trusts; (d) specify thescopc of the audits that will be paid for with funds from the trusts; 

and (e) to incorporate the minor and/or nonsubstantivc modifications shown in 

Attachments A and B of this decision. 

4. The Executive Director should havc authority to approve ministerial changes to 

the CHCF·B and CfF trust agreements, while all substantive changes to thc trust 

agreement should be approvro by the Cornmission. 
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5. Changes to the trust agreements that Ihwe b~n approved by the Executive 

Dir«xtor or the Commission should be executed by the Commitree on behalf of the 

Commission. 

6. The investment objectives for funds held by the CHCP· nand C 1; lrusts should 

be safety of principal, liquidity, and yield. Safety of principal &houJd: .. :le highest 

priority when investing monies heJd by the CHCF-B and CTr lrusts. 

7. In ()lder (or the Committee to pr()(eed expeditiously in making the CHCF-B and 

CTF (ully operational, this order should be e((edive today. 

8. 1 t,.' Commiltee'!- :~ (oposed inyeshrent objectives are reas·-mable. 

IT IS ORDERED !' 

1. The hust agrecmc 

Attachment A of this 0: 

INTERIM ORDER 

the California High Cost Fund-B (CHeF-B) (ontaincd Hi 

adopted. 

:.. rhe trust <igrecp. . ,,)f the California Tel«xonnect Fund (CfF) (ontained in 

AU~chments B of this (Ii lier is adopted. 

3. The Interim and Permanent Administrative Committees for the CHCF-B and CTF 

(Committee) shan ~ek approval (or rninisterial amendments to the trust agreements 

adopted herein by submitting letter requests to the Ex . .:'culive Director t· e California 

Public Utilities Commission (Commission). Each request shall describe the propi'· . I 

amendment and explain the n~d (or the amendment. 

4. The Committee shall ('cluse notice 01 proposed mintstclial amr; ilents to appear 

in the Commission's Daily Calenditt. 

5. The Exccutive Djrector may approve all ministerial changes to the trust 

agreements adopted by Ihis order. Ministerial changes to the trust ag",l:'ments 

approved by the ExccuH\'e Director shall be executed by Committee Oil behalf 01 the 

Commission. 
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6. All substantive changes to the trust agreements adopted by this order require the 

approval of the Commission. Substantive changes to the trust agreements approved by 

the Commission shall be eXe<:uted by the Committee on behalf of the Commission. 

7. The Committee shall cause notice"of the proposed substantive fimendments to the 

CHCF-B and CTF trusts to appear in the Commission's Daily Calendar along with 

instructions on hO\v to submit written comments to'the Dircctoroi the CommiSsion's 

Telecommunications Division within 30 days o( the notice appearing in the Daily 

Calendar. FoHowingthe expitationof the com merit period, the Dire<:tor of the 

Telecommunications Division shall prepare fot the Commission's considclatiort a 

resolution On whether to adopt the substantive amendment(s). 

8. The primary investment objective tor monies held by the CHCF-B and CTF shaH 
. . 

be safety of principaJ.· Seconda'ry objectives shall be liquidity and yield. 

This order is effe<:tive today. 

Dated March 12, 1998; at San Francisco, California. 

R[CHARO A. BILAS 
President 

P. GREGORY CONLON 
JFSSIEJ. KNlGHT,jR. 
HENRY M. DUQUE 
JOSIAH L. NEEPER 

Commissioners 
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A 1TACHMENT A 

Trust Agreement for the California High Cost Fund-B 
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CALIfORNIA HIGH COST FUND·D TRUST AGREEMENTH 

The CALIFORNIA PUBLIC UTILITIES COMMISSION ("CPUC"), in exercising 

its governmenta 1 authority, bas designatNlhe Interirn and Permanent Administrative 

Committees [or the California High Cost Fund-B (Administrative Committee) 16 carry 

out administrative functions nel'essary i~ hereby entering into this TRUST 

AGREEMENT for the pt1l'J'o~ of delegt\ting ftuthority to receive, distribute and invest 

CALIFORNIA HIGH COST FUND-B monies to a third party. NO\V THEREFORE, the 

CALIFORNIA HIGH COST FUND-B TRUsr AGREEMENT is entered into by and 

between the CPUC by its Adnlh'listrative Committee as Trustor and 

________ as Trustee. 

ARTICLEONB 

Introduction 

1.1 Control of Funds. This agreement is lor administrative convenience onlYi the 

~lifornift Public Utilities Coft'lmi~sion ("the CPUC!!) controls the funds governed by 

this agreementinstnlment. 

1.2 Purpose of Agreement. The Legislature of the Stale of California has, in 

$cctions 728 and 739.3W 01 the Public Utilities Code, mandated that the CPUC develop 

and implement a suitable program to promote the goals of universal telephone service 

throughQ.ut the State. ftnd to rf(hlee tiny dispMity in the rfttes (hftrged by sm~n 

independent telephone (Orpofflitions. To help achieve the goal of universal scrvk~ 

CPUC in. By-Decision 96-10-066, as tlmended, the CPUC created extended it~ progrftm to 

include ft hind, the CalUomia High Cost Fund·B (CHeF-B), that -.vill to proVide the 

source 01 for-payments to any designated carriers of last resort (COLRs) to subsidize 

service to subscribers in high cost areas ~ State. The funding for the CIICp·B (omes 

11 Additions made to the Administrative Committee's proposed trust agr('('menl are indicated 
by double undN1ine. Deletions are indicated in strikethrough. 
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(rom a CPUC·detcrmined will be by meaM of surcharge on aJl end users of intrastate 

telecommunications scrvlceStln end u~er surchttrgeJ AS determined by the CPOC--,-for 

teIeroft'lMunictltiong 8erriees represented by ft line item on the end user's bill. The 

CPUC has ordered that an interim Administrative Committee ("Cort'tmiUee") be 

appointed to oversee the administration of CHCF~B until a permanent Administrative 

Committee is in place. The term "Committee" as used throughout this docun\ent shall 

refer to both the interim Administta:tive Committee and the permanent Administrative 

Committee. The Comnlittee'hereby enters into this Trust Agreement to fulfill its duties 

under CaJifofllia Public Utilities Code'section 739.3k1 and Oedsion 96-10-0661 as 

amended, regarding the creation and implementation of CHCP·B. 

1.3 Composition of the Committee. The interim Committee shaH consist of the 

following three (3) members: Michael C. Amato, Rufus G. Thayer, Jr. and David M. 

Shantz. The permanent Committee shall be composed of up to six (6) members who 

may be appOinted or tenloved at any time by the CPUc. Notice of any Sttth-change in 

Committee membershiR will be prOVided in writing to the Trustee. The Trustee shall be 

subje<:t to the control and direction of the Committee, but if any disagreement arises 

between the CPUC and the Committee concerning the TmstJ the Trustee shan act in 

accordance with the written direction given by the CPUc. 

1.4 Beneficiaries. The Trust is ultimately (or Ihe benefit of telc<ommunkcltions 

customers in high cost areas as designated by the CPUC (or the purpose of promoting 

the goal of universal telephone service. Such benefit shall be accomplished by means of 

transfer payments (rom Ottt"Of-lhc TIlI"t ft«ount to certain COLRs as designated by the 

CPUC. 

1.5 Effective Date. This agreement shall be effective immediately upon 

execution by all both-parties--ttnd--sub~quent tlpprovel by the €PUC or its Executi\'e 

Diredor. 

A-2 
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ARTICLE TlVO 

Establishment of Trust 

2.1 Trust Assets. At the direction of the crUCt the Committee herebx 

establishes a trust (or: fa) The CPUE has esttrbli~ed the CHCF·B ftS ft fund f6r the 

receipt of any and all monies coUeeted and remitted to the CHCF·B which are from time 

to time chArged by California telecommunications service providers as a result of 

CHCF·B surcharges authorized s-et-by theCPUC pursuant to Dedsion 96=10-066, ftS 

amended, ftnd collected and remitted to the EilEr B by such pI'tYi'iders, for-(hlJhe 
. . 

receipt of any other money or property remitted to the tms-CHCF-B as ordered by the 

CPUC, and Cd for-the receipt of any income earned attributable to the CHCP-Bthereto. 

Such receipts o( principal and income ('arned thereon shall comprise the assets of the 

Trust. The Trustee shall hold, adn\inister and distribute the Tmst assets as provided tn 

this Trust Agreement. 

2.2 Acceptance of Trust. The Trustee hereby accepts the Trust subject to all of 

the terms and conditions o( this Trust Agreement. 

2.3 Remittances to the Trust. Remittances to the Trust shall be made to the 

Trustee by service prOViders at such times and in such amounts as the CPUC shall from 

time to time determine. The Trustee shall be responsible only for sums actually 

retcived by it as Trustee under this Trust Agreement and shall not have any duty or 

right to dispute any amount it pays to be paid by it pursuant to this Trust Agreement or 

to coHcet any sums (rom CHCp·B providers. 

ARTICLE THREB 

Distributions 

3.1 Purpose of Distributions. At the written direction of the Committee and 

subjeet to Section 3.3 herein, the Trustee shall make distributions from the Trust tor the 

following purposes: 

(a) Payments as authorized by the cruct or the Committee as 
authorized by the crUCt to COLRs that qualify for CHCF·B 
support. 

A·3 
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(b) Payment of reasonable administrative costs incurred by or on 
behalf of the Committee in the performance of its duties. 

(c) Reimbursement or direct payment of reasonable expenses incurred 
by the Committee or any other party as ordered by the CPUC for 
administration of the Fund. 

3.2 Time of Distributions. Distributions fron't the Trust shall be made not more 

otten than once per month unless the Committee or the CPUC specifically dite<:ts 

otherwise. After cruc approval of the Committee's budget, (~imbursement from the 

Trust to Committee members~ and to consultants and support service providers unde.! 

contract with the Committee, from the Trost shaH be made on a monthly basis unless a 

longer time frame (e.g., quarterly) is spedfiedin contracts with consultants and servi£e 

providers. In the event of a delay in the CPUCts approval of a new annual budget for 

the Committee. reimbursements shQuld continue to be made in accordance with the 

filost recent CrUC-approved budget. 

3.3 Non-liability of l'rustce. The Trustee shall incur no liability for the acts, 

omissions, or defaults of any of its agents (other than its officers or employees) or 

depository selected with reasonable care. The Trustee shall incur no liability (or any 

distribution it makes according to the written directions of the Committee or CPUC, nor 

for action upon any written direction or document it believes in good faith to be 

genuine. The Trustee shall not be responsible (or the adequacy of the Trust assets to 

discharge any and all of its obligations. Any payment by the Trustee may be made by 

mailing its check to the address furnished by the Committee by electronically 

transferring funds to the payee. 

ARTICLB FOUR 

Amendment, RevO('ation, and Termination: 

Distribution Upon TcrminatiQn 

4.1 This Trust Agr£Cment may be terminated, revoked, or a.-nendcd at any time 

pursuant to the erue's written direclion. 

A-4 
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4.~l Upon any revocation or termination pursuant to the crucis ft-written 

direction of the CPl:JE, the assets of the Trust shall be distributed by the Trustee as and 

when directed by the CPUC or the Committee in accordance with the CPUC's direction 

of the€PUC. Until final distribution of the Trust assets, the Trustcc shall continue to 

have all the powers provided under this Trust Agreement as ate nC(cssary and 

expedient for the orderly liquidation and distribution of the assets of the Trust. 

ARTICLE FIVE 

Powers and Duties o( the Committee 

5.1 Administrative Powers and Duties of the Committee. The Committeeshall 

address and resolve any questions regarding receipt or colle<: lion of remittances by the 

CHCF~B or payment of amounts by the CHCp·B. In administering th~ CHCF-B. Hhe 

Committee shall act eXclusively in ac(ordan(e with its Charter and for the benefit of the 

Beneficiaries, the set of which may (hange (rom time to time as dire<ted by the CPUc. 

For examR!&gA<tions of th~ Committee shaH be taken by majority vole and shall be 

recorded in minutes, copies of whfchshall be provided to the CPUC and to the Trustee 

upon their m-request. In performing their duties under this Trust Agreement, the 

members of the Committee shall at aU times be subject to the CPUC'S direction, (ontrol, 

and approval-of the CPUE. The CPUC shaH have the power to conclusively decide any 

queslion involving the Trust. 

ARTICLE SIX 

Provisions Regarding Trustee 

6.1 The CPUC shall approve the Trustee appointed by the Committee. The 

Trustee shan hold an assets of the Trust and receive all income of the Trust as directed 

by the Committee. 1he Trustee shall maintain or cause to be maintained the records of 

Trust activity. Afler the end o( each month and each fiscal year of the TrustJas 

established by the Committee), the Trustee shall prepare reports as provided in Article 

Nine shOWing how the Trust funds are invested property of the Tru31 i~ in\'ested-and 
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the receipts and disbursements of the Trust lor the preceding period! and shall fumish 

copies of such reports stAten'Lents to the Committee and the CPUC. 

6.2 ~nation or Removal of Trustee. Subject to Paragraph 6.3J the Tmsfee 

may resign at any lime upon the giving of one hundred and twenty (120) ~h:-ry--(6G}-days 

written notice to the Committee. The Committee may (emove the Trustee at any time 

upon the giving of sixty (60) days written notice to the Trustee. 

6.3 Successor Trustee. Upon the resignation or temoval of the Trustee, the 

Con,\miUee shall appoint a successor Trustee or Trustees, subject to CPUC approval. 

The resignation or removal shall become e((edive upon acceptance of the appointment 

by a suc~r Trustee unless otherwise agreed between the Committee and the Trustee. 

Any sucCessOr Trustee shall have the same rights, powers, and duties as it would have 

had as an original Trustee. 

6.4 Own Acts and Omissions. All rights, powers, authority, immunity and 

discretion herein granted or conferred upon the original Trustee shall survive to and 

may be exercised or applied in the same manner and to the same extent by Or (or any 

suCcessor Trustee that may at any lime be acting hereunder. Each Trustee shall be 

responsible only (or its own acts or omissions. A su~(essor Trustee shall not be 

required to audit or investigate the acts or administr.ltion of any predC<:'essor unless 

otherwise directed by the Committee or by the CPUc. 

6.5 Successor to Corporate Business. ReCerence herein to the Trustee shall 

include any corporation or association that may become a successor Trustee or any 

successor corporation which may succeed to a corporate Trustee's business. 

ARTICE SEVEN 

Tmstee's Po\' .. 'ers 

7.1 General Powers. Subject to the investment policy described in Section 7.2, in 

administering the Trust, the Trustee shaH have all of the powers and discretion 

conferred upon Trustees by California law. 
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7.2. Investment PoJic~. In accordanCe with its Charter, and subject to approval 

by the CrUCL-the Committcc, with the possible assistance of an appropriate financial 

consultant, -shall determine from time to time an investment policy and method 

consistent with the obJedives of the Fund, implement the Investn.ent poliey for the fund 

AS determined by the EPUC taking into consideration the Fund's short-term and long­

term financial needs. The Cornmittee shall advise the Trustee of this investment policy 

and method, which shall be implenlented by the Trustee in conformity with the 

Committee's instrudions. banking procedures that shaH be disdt)~d to the Committe~. 

7.3 Standard of Care. In carrying out each of its responsibilities under this Trust 

Agreement, the Trustee shall exerdse the care, skill, prudence, and diligence under the 

circumstances then prevailing that a prudent person acting in a similar capacity and 

familiar with such matters would use. 

7.4. Limitation on Trustee's Power. The Trustee shall be subje-ct to the control 

and dir.xtion of the Committee, but if any disagreement arises between the CPUC and 

the Committee c:oncemingthe Trust, the Trustee shall act in accordance with the 

cruc's written direction gi'<~n by the CPUE. 

ARTICLB EIGHT 

Compensation of Trust~ and Expenses 

8.1 Compensation of Trustce. The Trustee and any agents it reasonably employs 

shall be entitled to reasonable c:ompensation for services under this Trust Agreement 

and for any extraordinary services at a rate to be agreed upon from lime to time 

between the Trustee and Committee. 

8.2 Expenses. The Trustee shall be reimbursed for reasonable expe~ incurred 

on behalf of the Trust aftef written approval by the Committee. 

8.3 Limitations on Pees and Costs. The amount of tees and costs to be paid to or 

at the request ot the Trustee (or services under this Trust Agreement shall be limited to 

that fixed amount c:ontained in a WHen lettet-agreement between the Trustee and the 

Committee. 
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8.4 Allocatio:-l'::~?_~l2ensc to Principal Q.r Income. The Trustec shall charge its 

compensation and expens,,",s to the Tru!·r~ principal or income as agf"'_ J upon from 

time to time between the Trustee and the Committee. 

ARTICLB NINB 

Books, RffordsL -mtd Reports, and Audits 

9.1 Books and Records. The Trustee shall keep accurate books and records 

reflecting investments, receipts, and disburseinents of tht, .; lust. The books and fecv!ds 

shC111 be open to inspection at all reasonable times by the cruc! ttnd-the Committee! or 

~tl\1:their designtlted representatives of the CPUC and/oJ =tJtC Committee. 

9.2 Daily Reports. The Trustee shall submit daily rc<:eipt activity reports to the 

designated representative of tb~ Committee. 

9.3 Monthly Reports. Not more than ten (10) business days after the end of each 

m6nth, the Tnl.l t •••• shall submit to the designated representative of theCPUC and to 

the designated r\'I)fCSenlativc of the Committee «(or distributittn to (,Jch Committee 

member) report~ !,)C such ni.onth setting forth the following information: 

(a) Monthly bank statements; 

(b) The amount o( funds disbursed Di~ursement of funds to each C( }LR 
beneficiary; ---

(e) Purchases, sales, redemptions, or exchanges of all securities and other 
linan~)) instruments; 

(d) Receipt of aJl int(>rest or other in<:ome on invested aSSC't'J; 

(e) Other disburseo\ents; 

(I) Asset list showing market vatues, cost and approxin,ate annual income of 
all holdings; 

(g) Such other information as the Committee or the CPUC may require from 
time t·- H:'. 

9.4 Annual R'~t-'Qrts. -The Trustee shall prOVide, Wwithin sixt}~ten (10) days 

after the dose of each fiscal year, the Tmstec shall prOVide to the CPUC andlhe 

CommiUec detailed financial statements that st,pw an of the Trusl"s revenues, 
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disbursements to beneficiaries. administrative and other expenses, assets, and 

liabilities.ftn--annuftl recondlilltion stalenrlent summarhdng Tnlst ftcti\'ity. 

9.5. Annual Audit. The Trustee shall disburse sufficient funds to pay for lhe 

Committee shftillirri\nge £Or an annual audit of the financial statements and 

transactions of the Trust and its distributions. The COrllmittce shall contract with an 

independent auditor to carry out the annual audit. The scope of the annual audit shaH 

include: (a) whether amounts paid to Committee members for expense reimbursements 

and per diem were made in a~cordance with CPUC policies and supported with 

adeqllate documentation; (bl whether goods and serviCes paid for with monies from the 

CHCp·B were actually provided, and whether payments (or goods and services Were 

made in atcotdance with contractual terms and cOilditions; (d on a triennial basis, 

examine whether the entities receiving monies {rom the CHCF-B have (ull,complcte, 

and valid support for their claims submitted to the Fund; and.1d.lThe audit shtlll 

«mtttin--such other detail as may be requested by the CPUC or the Committee. The 

Trustee shall assist and cooperale in any reasonable manner to achieve the timely 

complelion of the annual audit. The Committee shall provide the CPUC and the 

Trustee with copies of the annual audit report. 

ARTICLE TEN 

Amendment, Re\"ocation 8nd Tern~intltion -

-to.! This Trust Agreement Mft)' be terminated, revoked or amended At ftny time 

pursutlnt to ft written direction of the CPUC. 

ARTICLE TENJ!LE~ 

Miscellancous 

lW".1 AccQunting Method. 

(a) The Committee shall deSignate the Trust's fiscal year 3htlll be designated 

by the COMI'l"tittee. 

(b) The accounting for annual reports shall usc generally accepted accounting 
principles. 
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1~.2 Hcquest lor Instructions. The Trustee may at any time seek written 

instructions from the Committee or the CPUC 011 any matter. 

lqt-.3. Indemnification. llH: rnlst shall indemnify .and hold harmless the 

members of the Committee and thdr successors, against an Jiabilities~ demands, claims, 

actions, losses, taxes~ and expenses (including reasonable attorney's fees) arising out of 

the Committee n)cScmbers' acts or omissions in the administration of the Trust, to--aet 

with rt"~r~ ... 'Ho-th:- ;'urpo~s of the Ti'tJ~t except in the caS(' 01 Committee member's 

willful mu\mduct, gross neglig(>ncc, fraud/or illegal acts. rot purposes of thi" Trust 

Agre-ef.-;ent, any pAy .. tents to be- Mild-e tinder fbi! Patftgrtlph shftll be (onsidert,' 

payment of retlSonftble administrative costs incurred by or on behftlf of the Co;", ',.ttee 

in the performance of its dtlties under Partlgrftph 3J{b~Ye"; 

lRl.4 Diversion of Assets Prohibit(',i. Except as tn" be required by order of the 

CPUC, the Committee is responsible for directing the Trustee in a manner so that no 

porHon 01 the asse!s \)1' "t(ome of the Trust shaH ~ diverted to purposes other th.m to 

provide for the pl~ses des(rib~d in ArticJ.c 3.1, or CPUC AuthoriT.ed fttnd~ to the 

B-enefk!:i;~for reasonable expenses of administering the Trust, and to provide 

CPU( " ,horizcd funds to the Beneficiaries of the Trust. 

1~-l-.5 Applicable Law, All qucstions coneo" ing the vaH .JHY, interpretation} and 

adminic,tration 01 this T;ust Agreement shall be t~· .. crned by tL' laws of the State of 

California, regardless of the dOHlidle of any Trustee or Benefidt\JY· 

lQt.6 Severability Clau~~ . f any pl' .' of this Trust .' .~rccm('nt; :nvalid, 

that ph.\\'ision shall be disrcgard\.·d} and :.tmder of this 'I rust AgrfX'I:' "llt shall be 

construl-d as if the invalid provision had not been included. 

lRt.7 Counterparts. This document may be exc<:uted in counterparts. 
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IN WITNESS \VHEREOF, the Trustor and Tnlstee hereby cxC(utc this Agreement On 

________ ---',1998. 

TRUSTOR: 

The Members of the Adn)inistralive Comm~ 
lot the California High Cost Fund-B 

Committee Member Richard A. BiJtl5, President 

Cominittee Member P.Gtegory· tonlor., 
Commi~ioner 

Committee Member Jessie J. Knight, Jr.,·. 
CoJ"r'tmissioner 

Conimittee Member I fenry M. Duqtte, 
Commissioner 

CQmmittee Member Jomh--h- Neeper, 
CoJ"r'tlYli~ioner 

- TRUSTEE: 

By: 

Its: 

By: 

Its: 
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ATTACHMENT B 

Trust Agreement for the California Teleconnect Fund 
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CALIFORNIA TELECONNECT FUND TRUST AGREEMENTu 

The CALIFORNIA PU8UC UTILITIES COMMISSION ("CPUC"), in exercising 

its governmental authority, has designated the Interim and Permanent Administrative 

Committees (or the California Telecoru'lcct Fund (Administrative Committcc) to carr~ 

qUI administrative (unctions nffessary is- hereby entering into th1s TRUST 

AGREEMENT for the purpose of delegt'ting authority to receive, di~tribute, and invest 

CALIFORNIA TELECONNECf FUND monies to a third party. NOW THEREFORE, 

the CALl FORNIA TELECONNECf FUND TRUST AGREEMENT is entered into by 

and between the CPUC by its Administrative Committee as Trustor and 

_________ as Trustee. 

ARTICLE ONE 

Introduction 

1.1 Control of Funds. This agrcetnent is for administrative convenience bnly; the 

C8H~mi8 PttbJk UtiHties C()mmi!Jsion ("CPUC!!.) controls the funds governed by this 

instrument agreement. 

1.2 Purpose of Agreement. The cruc in 1996 issued Decision No. 9~ 10-066, as 

amended, ordering the cre.ltion of the California Teleconnect Fund (the "crl'") as a 

means of reimbursing telecommunications service providers (or providing discounted 

r<lles to qualifying schools, libraries, hospitals, health dinics, and community based 

organizations as determined by the CPUC. The CTF is (unded by a surcharge, as 

determined b)' the cruc, on end users' bills for telecommunications sCfvices beginning 

as of Febmary I, 1997. The CPUC has ordered that an interim Administrative 

Committee ("Committee") be appointed to oversee the administration obligations of the 

CTF until a permanent Committee is in place. The term ''Committee'' as used 

11 Additions made to the AdminIstrative Comn\iUcc's proposed hust agrtX'ment are indicated 
by double underline. Deletions are indicated in strikethrough. 
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throughout this document shall refer to both the interim Administrative Committee and 

the permanent Administrative Committee. The Committee hereby creates and 

establishes this agrecn'lent to fulfill its duties under California Public Utilities Code 

section 739_3 and Decision 96-10-066, as amended, regarding the creatton and 

implementation of CfP. 

1.3 Composition of the Committee. The interim Committee shall consist 01 the 

following three (3) members: Michael C. Amato, Rufus G. Thayer, Jt. and David M. 

Shantz. The permanent Committee shall be composed of up to six (6) members who 

. may be appointed or removed at any time by the CPUC. Notice 01 any ~hange in 

Committee membershiiLwill be provided in writing to the Trustee. The Trustee shall be 

subject to the control and direction of the Committee, but if any disagreement arises 

between the CPUC and the Committee concerning the Trust, the Trustee shall act in 

accordancc with the written direction given by the CPUC. 

1.4 jJeneficiaries. The Trust is ultimately lor the benefit of qualifying schools, 

libraries, hospitals, health clinics, and community based organizations. Such benefit 

shall be accomplished by means of transfer payments from ottt of the Trust to 

telecommunications servic~roviders who provide discountcd rates to the above 

named beneficiaries. 

1.5 Effective Dat~. This agreement shall be effective immediately upon 

execution by all both-parties and subsequent tlpp1'OVftl by the CPUC or it! E~ectltive 

Director. 

ARTICLE TlVO 

Establishment of Trust 

2.1 Tmst Asscl~. At the direction QI the crue, the Committee hereby 

establishes a trust (or; (a) ~€PUEhas esteblished the Elf a~ a fund for the re,"cipt of 

any and an monies collected and remitted to the CIa.: whkh Me front time to time 

remitted b}' Cali/oCllia telc,"ornmunications service providers as a result of CTF 

surcharges authorized set-by the CPUC-pttrsu4nt to Ded!ion-96-1a-066, as amended, 
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fmd coHee ted and remitted to the CTF by such J'fo .... iders, for-(b) the receipt of any other 

money or properly remitted to the this-CTF as ordered by the cpue, and Cel ior-the 

rc<'eipt of any income earned attributable to the CTF thereto. Such receipts of principal 

and income earned thereon shall comprise the assets of the Trust. The Trustee shall 

hold, administer and distribute the Trust assets as provided in this Trust Agreement. 

2.2 Acceptance of Trust. The Trustee hereby accepts the Trust subject to all of 

the terms and conditions of this Trust Agreement. 

2.3 Remittances to the Trust." Remittances to the trust shall be made to the 

Trustee by serviCe providers at such times and in such amounts as theCPUC shalt fl'om 

time 10 time determine. The Trustee shall be responsible only tor sums actually 

received by it as Trustee under this Trust Agreement and shall not have anyduty or 

right to dispute a:riy amount it pays to be pMd--pursuant to this Trust" Agreement 01' to 

coJleel any sums (tom CTF providers. 

ARTICLE THREE 

Distributions 

3.1 Purpose of Distributions. At the written direction of the Committee and 

subject to Section 3.3 herein, the Trustee shall make distributions from the Trust {or the 

following purpoS(>s: 

(a) Payments as authorized by the CPUC, or the Committee as . 
authorized by the CPUC. to telecommunications providers serving 
beneficiaries that quaHfy for CfF support, 

(b) Payment of reasonable administrative (osts incurred by or on 
behalf of the CornmiUce in the performance of its duties. 

(c) Reimbursement or direct payment of reasonable expenses incurred 
by the Con\mittce or :my other party as ordered by the CPUC (or 
administration of the Fund. 

3.2 Time o{ Distributions. Distributions from the Trust shaUbe made not more 

often than once per month unless the Committee or the CPUC specifically dirC(ts 

otherwise. A{ler CPUC approval of the Committee's budget, rReimbursement (rom the 
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~to Committee members~ and tQ consultants and support service providers under 

~ontract with the Committee, front the Trttftshall be made On a monthly basis unless a 

longer time (rame (e.g., quarterly) is specified in contracts with consultants and scrvicS 

ptoviders. In the event of a delay in the CPUC's approval of anew annual budget for 

the Committee, reimbursements should (ontinue to be made in accordance with the 

most tffcnt CPUC .. apprQvoo budget: 

3.3 Non-liability of Trustee. The Trustee shall incur no liability for the acts, 

omissions, 01' de(aults or" any of its agc.lts (other than. its oUicers Of employees) Or 

dep6sitory selected with reasonable cate. The Trustee shall incur no liability (or any 

distribution it makes according to the writtendiredions of the Committee Or crucI nor 

for action upon a'ny \vriUen direction or document it believes in good faith to be 

genuine. The Trustee shall not be responsible (or the adequacy of the Trust aSSets to 

dischatgc any and alto{ its obligations. An}' payment by the Trusleemay be made by 

",ailing its check to the address tutnishedby the Committee by electronically 

translerring funds to the payee. 

ARTICLE FOUR 

Amendment. Revocation, and Termination; 

Distribution Upon Termination 

4.1 This Trust Agreement may be t~rmiriated, revoked. 01' amended at any tin\~ 

pursuant to the cruc's written direction. 

4.~f Upon any revocation or termination pursuant to the crUc's a-written 

direction of the CM:J€, the assets of the Trust shall be distributed by the Trustee as and 

when dir«tcd by the CPUC or the Committee in accordance with the CPUC's direction 

of the CPUE. Until final distribution of the Trust assets, the Trustee shall continue to 

have all the po,\'ers provided under this Trllst Agreement as are necessary and 

expedient (or the orderly liquidation and distribution of the assets of the Trust. 
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ARTICLE FIVE 

Powers and Duties of the Committee --

5.1 Administrative Powers and Duties of the Con,mittce. The Conlmittee shan 

address and resolve any questions regarding receipt or coUection'6f remittances by the 

CTF or payment of amounts by thcCIF. In aCiministerirtg the cfr., tThe Corrtinitte~ 
shall act exdusively in accordance with its Charter and (or the benefit 0( the 

Beneficiaries, the set of which may chant"~'/rorl\ time to time as (fit~cted by the CPUc. 

For example. aA<tions of the Committee shall be taken hy majority vote and shaH be 

recorded in minutes, ropiesohvhich shaU'be ptovidMto the CPUC and t6 the Trustee . 

upOn their m-request: In performing their duties under this Tiust Agr~ment, the -,. 

members of the Committee shall at aft tirrt~s he subjeCt to th~CPUC/S direction, control, 

and approval of the CPUE, The crUC sh~·il have the power to conclusively decide any 

question involving the Trust. 

ARTICLE SIX 

Provisions Regarding Trustee 

6.1 TheCPUC shall approve the Trustee appointed by the Comrnittce. The 
Trustee shaH hold all assets of the Trust and receive all income of the Trust as directed 

by the Committee. Th~_ Trustee shall rnahltain or cause to be maintained the re<'ords of 

Trust activity. After the end of each month and each fiscal year of the Trust {as 

established by the Committ~e), the Trustee shall prepare reports as provided in Article 

Nine showing how the Trust funds arc invested property 01 the Trust is inveMtd-and 

the receipts and disbursements of the Trust for the preceding period j and shall furnish 

copies of such reports stfttements to the Committee and the CPUC. 

6.2 Resignation or Removal of Trustee. Subject to Paragraph 6.3, the Trustee 

may resigt\ at any time upon the giving of ~'me hundred and twenty (tlOlsixty (60) days 

written notice to the Committee. The Con\miuce may remove the Trustee at any time 

. upon the giving of sixty (60) days written nOliJe 'to the Trustee. 
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6.3 Successor_Trustee. Upon the rcsignation or rcmoval of the Trustee, the 

Committee shall apt',int a successor TrustC(' or Trustccs~jcct to CI~i \~ api;!.,)Val. 

Thc fesignation Of ternoval shall become effcctive \lpon acceptance of th .... appointment 

by a succcssor Trustee unless othenvise agreed between the Committee and the Trustee. 

Any successor Trustee shall have the same rights, pOWers, and duties as it would have 

had as an original Trustee. 

6.4 Own Acts and Omissions. AU rights, powers, authority, immunity and 

discretion herein granted or conferred upon the original Trustee shall survive to and 

may be exercised or applied in the same manner and to the same extent by or for any 

successor Trustee that may at any lime be acling hereunder. Each Trustee shall be 

responsible only (or its own acts or omissions. A successor Trustee shall not be 

required to audit or investigate the acts Or administration of any predecessor unless 

otherwise directed by the Committee or by theCPUC. 

6.5 SuccessQr to Corporate Business_ Reference herein to the Trustee shall 

include any corporation or association that may become a successor Trustee or any 

successor corporation which may succeed to a corporate Trustee's business. 

ARTIeR SEVEN 

Trustee's Powers 

7.1 General Powers. Subject to the investment v.Hey described it . ·'(lion 7.2, in 

administering the Trusl, the Trustee shall have aU of th,,; ~wers and diS( ldion 

conferred upon Trust~j by California law. 

7.2. Investlnent Policy. In accordance with its Charter, ilnd subject to appr..QYill 

b)t the CPU.c..Jhe Committee, with the possible assistance of an appropriate financial 

~onsu1tant, -shaH determine from time to time an investment policy and methM 

consistent with the obj%tives of the Fund. implen,e.'d the in¥estment poli{), for the fttnd 

ftS determined by the EP·H€-taking into consldcJilllOn the FUll. J's shorHerm and long­

term financial needs. The Committee shall advise the Trustee of this investment pOlicy 
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and method, which shall be implemented by the Tntstee in conformity with the 

Committee's instructions. bAnking prO<'edures that shall be di3ciOSotd to the Committee. 

7.3 Standard of Care. In carrying out each of its responsibilities under this Tntst 

Agreement, the Trustee shall exercise the care, skill, prudence, and diligence under the 

circumstances then prevailing that a prudent person acting in a similar capacity and 

familiar with such matters would use. 

7.4. Limitation on trustee1s Power. The Trustee shall be subject to the (ontrol 

and direction of the Committee, but if any disagreement arises between the CPUC and 

the Committee concerning the Trust, the Trustee shall act in accordance with the 

cruc's written direction gh'en by the CPUC. 

ARTICLE EIGHT 

Compensation of Trustee and Expenses 

8.1 Compensation of Trustee. The Trustee and any agents it reasonably employs 

shaH be entitled to reasonable compensation for services under this Trust Agreement 

and (or any extraordinary services at a rate to be agreed upon from time to tin\e 

between the Trustee and Committee. 

8.2 Expenses. The Trustee shall be reimbursed for reasonable expenses incurred 

on 8.3 Limitations on Fees and Costs. The amount of fees and costs to be paid to or at 

the request of the Trustee (or services under this Trust Agreement shall be limited to 

that fixed amount contained in a written letter-agrcement between the Trustee and the 

Committee. 

8.4 Allocation of Expense to Princip31 or Income. The Trustee shall charge its 

compensation and expen.ses to the Tnlst's principal or income as agreed upon from 

time to time between the Trustee and the Committee. 

ARTICLE NINE 

Books. Records. -tmd Reports. and Audits 
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9.1 Books and Record~. The Trustee shan keep accurate books and re<ords 

reflecting investments, receipts, and disbursements of the Trust. The books and re<ords 

shall be open to inspection at an reasonable times by the crucj and-thc Committcc! or 

by thethetrdesjS1'tated rcprcscntativ(>s of the CPUC and/or the Committee. 

9.2 Daily Reports. The Tru~ ~ " shall submit daily receipt activity reports to the 

designated representative of the C('lilmiucc. 

9.3 Monthly Reports. Not more than ten (to) business days after the end: :; l~ach 

monthJ the Trustee shall submit to the designated representative of the CPUC and to 

the designated representative of the C6il\mittee (for distribution to each Committee 

member) reports (or such month setting forth the following informati011: 

Monthly bank statements; (a) 

(b) The amount of J!!nds disburst'rt. Bi3burse,l'tent of funds to each carrier 
beneficiary; -- .. -

(c) Purchases, sates, rnlcmptions, ,",' exchanges o( all sc<urilit~~l.· . 'er 
financial instruments; 

(d) Receipt of all interest or other incon,e 6n invested assets; 

(e) Other disbursements; 

(0 Asset list showing market \'al\tes~ cost and approximate annual income pf 

all holdings; 

(g) Such other information as the Committee or the CPUC rna" 
time to time. 

.1re (rom 

9.4 Annual Reports. The Trtl~tee shaH provide, Wwithin sixty (6',~ . fW)-rlays 

after the dose of each fiscal year, the Trustee shaH prOVide to the CPUC "1:-1 the 

~ommittee detailed financial statements that show all o( the Trust's revenu(\~~ 

disbursements to beneficiaries, administrative and other expenses. assets. and 

liabilities.ftn t'lnnu~t r'e(ondli~tion stattnt~nt summftri~ing Trust ftcti\·ity. 

2.5. Annual Audit. The TnlstN\ shaH disburse sufficient funds to pati2L ~ 

Comn,lttte shaH arrar,ge for an annual audit of the financial statements and 

transactions of the Trust and its distributions. The COinmiuce shall contract with an 

independent auditor to carry out the annual audit. The scope of the annual audit shall 

B-8 



R.95-01-020,1.95-01-021 AlJ/TJM/nuj 

include: (a) whether amounts paid (0 CommiltCQ members for expense reimbursements 

and pet diem were made in accordance with CPUC policies and slrnRorted with 

adequate documentarion; (b) whether goods and serviCes paid for with monies ftom the 

CfF were actually provided, and whether payments (or goods and services were made 

in accordance with contractual terms and conditions; (d on a triennial basis, examine 

whether the entities receiving monies (rom the CTF have fuU, complete, and valid 

support (or their claims submitted to the Fund: and (d) The ftudit shall (ontain suth 

other detail as may be requested by the CPUC or the Committee. The Trustee shall 

assist and cooperate in any reasonable manner to achieve the timely completion of the 

annual audit. The Committee shall provide the CPUC and the Trustee with copies of 

the annual audit report. 

ARTICLE TEN 

Amendrnent, R("~ftti()n and Termination 

10.1 Thi~ Trust AgleerYlent "'"y be terminated, revoked or ttmended at ftny time 

pursuant to a ... ,,'ritten directitm of the CpUC~ 

ARTICLE ~EI.EVEN 

Miscellaneolls 

10,1 Accounting Method. 

(a) The Committee shaH designate the Trust's fiscal year. 

(b) The accounting (or annual reports shall use generaJly accepted accounting 
principles. 

10.2 Request for Instructions. The Trustee may at any time seek written 

instructions from the Committee or the CPUC on any matter. 

10.3. Indemnification. The Trust shall indemnify and hold harmless the 

members of the Committee and their successors, against all liabilities, demands, claims, 

actions, losses, taxes, and expenses (including reasonable attorney's fees) arising out of 

0-9 



RI- JI-020,1.95-01-021 ALJ/TIM/m:) 

the Committee nlernbers' acts or omissions in thead~inistration of the Trust, cxcept in 

the case of Committee member's wiJIful misconduct, gross negligencc, fraud, or illegal 

acts. 

lOA DiVersion of Assets Prohibited. Except as Illay be required by order of the 

CPUC, the Committee is responsible for directing the Trustee in a manner so that no 

portion of the assets or income of the Trust shall be diverted to purposes other than to 

pw\'ide for the purposes described in Article 3.1, or (or reasonable cxpenses of 

administering the Trust, and to PIt' :'!e CPUC authorized funds to the H~?nc(iciarics of 

the Trust. 

10.5 Applicable I..<'Iw. All question~ concerning the validity, intel}Hetation, an(: 

administration of this Trust Agreement snail be governed by the laws d the State of 

CaHfomia, regatdless of the domicile of any Trustee or Benl'f:dary. 

10.6 Severability Clause. If any provision of this Trust Agreement is invalid, that 

provision shall be disregarded, and the remainder of this Tntst Agreement shall be 

construed as it the invalid provision had not been included. 

10.7 Counterryf~. This document may be executed in counterparts. 
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IN WITNESS WHEREOF, the Trustor and Trustcc hereby execute this Agreement on 

________ --',1998. 

TRUSTOR: 

The Members 01 the Administrative 
COI'l\mittee fot the California Teleconned Fund 

Committee Member Rkhtlrd A. Bilas, President 

Committee Member P;-Gregory Conlon, 
C6J'Ytmi~!tioner 

Committee Member Jessie J. Knight, Jr., 
Eommi'sioner 

ComMittee Member Henry M. Duque, 
Commi~sioner 

Committee Member Jo~it\h L. Neeper, 
COrYlmissioner 

TRUSTEE: 

By: 

Its: 

By: 

Its: 
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