
PUBLIC UTILITIES COMMISSION Of THE s1ATS'OF CALlfORNJA 

COMMISSION ADVISORY ~ COMPLIANCE OIVISION 
Accounting and Finance 8ranch 

~SOLUTI0N 

RESOLUTION £-3060 
Nove~ber 25, 1981 

ORDER AUTHORIZING SAN DIEGO GAS t.. ELECTRIC COMPANY (SDG&E) TO 
EHTER INTO A NUCLEAR DECOMMISSIONING KASTER TRUST AGREEMENT FOR 
SAN ONOFRE UNITS 1, 2, AND 3 NUCLEAR GENERATING STATIONS. 
(Advice lett~r 11$-£, fll~d Octobar 16, 1987). 

SUMMARY 

1. By Advice Letter No. 71$-E, San DIego Gss & Electric Coapany 
(SDG&E) hereby $ub.lts for Co •• lssioh approval nuclear 
deco~Biasioning tax-qualified and non-qualified trust agree.ants 
for San Onofre Nuclear Generating Station Units 1, 2 and 3, 
(SONGS) • These 8gree.ents are sub~itted pursuant to Ordering 
Paragraphs 2 and 3 of Decision 87-05-062 (the "Decision") which 
requires SDG&E to obtain the Co •• ission's prior approval to 
execute these agree.ents. 

2. The Co •• iaaion finds that it is reasonable to establish a 
tax-qualifIed trust under Inlernal Revenue Service (IRS) Code 
Section 468A for California Jurisdictionsl revenuQ raquire.enta. 

3. The Co •• ission £inda that. it is reasonable to establish a· 
non-quali£ied trust. for California Jurisdictional revenue 
requireaents to deco •• iasion these units. 
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BACKGROUND 

1. The Tax Re£or" Act o£ 19&4 added Sect.ion 46&1\ t.o the 
Internal Revenue Code (I.R.C.), to allow a utllIt.yto elect, 
under certain conditions, a current. vea~ £ederal inCOMe tax 
deductIon for those £uture nuclear power pl<Jnt deco •• issioning 
costa that. are reflected In the ut.ilit.y's currently authorized 
revenue requireMenta. One o£ the conditIons Is th~t the 
deco •• issioning costs be segregated In a t.rust £und. lrt 
California, t.he .~Jo~ regulat.d ~lectric utIlities were affected 
by the statute, including San Diego Gas & Electric Co.pany~ 

2. The stat.ute was considered in ()II eG., ~m Invest.igation on 
the Co •• is~ion's own "otion into present ~nd alternative aethods 
of financIng nuclear facIlity deco ... lss16ningcosts. In t.hls 
proceeding, Docision 87-05-062 dated Kay 29, 19A7 set lorth the 
costs, revenue .requireMent, and trust issues n~cessary fo~ 
Cal1£ornia utilit.ies to quali£y revenue collected to provide £or 
eventual decoaaissloning ot nuclear power plants, lor 8 current 
year £ederal tax deduction. 

3. The Decision also recognized that, according to the statute, 
trusts Must be set up to Manage the funds until they~re actually 
spent on deco •• 1ssioning. One trust agree.ent can be established 
to hold all trust funds, but that trust ati.t separ.t61y account 
for the trust lunds pertaining to each nuclear units, and Must be 
£urther separated between quall£ied trust funds and nonqualifled. 
Trusts 1n confor.lty with Section 46&A of the statute are 
considered "quali£led trusts". 

4. Nonqual1£1ed trusts are also established 
costs which are collected 1n rates but. which 
under the tax laws Eor current tax deductions. 
established to ensure that those Eunds will be 
tiae of plant decoMMissioning. 

for decoJlJ'Ission 
are not eligible 
These trusts are 
available at the 
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5. In ~u •• ary, Decision 87-05-062 found that: 

a> San Diego Gaa& Electric COMpany (SDG~E), Southern 
California Ediaon Co.pany (Edison) and Pacific Gas and Electric 
Co.pany (PG&E) should establish trust funds for nuclear 
decoaaissioning costs ~hich qualify for ~ tex deduction 
under I.R.C. Section 468A. 

b) SDG&E, Edison and PGSE should establish trust funda for 
nuclear decO •• issioning cbsta which db not qualify fo~ 
a tax deduction under I.R.C. Section 468A. 

c) T~x qualified trust fund invest.ants are li.lted by 
Internal ReVenue Service (IRS) tax regulation to: 

(i) public debt securities of the United States; 
(ii) obligations of a state or local 90vern~ent that 

are not In default 8S to principal or interests: 
and 

(iii)tlna or deMand deposits in a bank or an insured 
faderal credit Union. 

The tax qualified trust funds .ay be in~est~d in- any 6f 
these peraitted investMents. 

d) Non-tax qualified trust funds .ay be invested in any 
peraltted invest.ent for tax qualified tru~t funds plus 
guaranteed investpent contracts, high-quality corpora~e bonds aod 
equity securities, and other securities guaranteed or secured by 
the U.S. govern.ent; provided however, that invest.ents in high 
quality equity securities ahall not exceed 60% of the trust 
fund's fair .arka! value. 

e> Because of the lead ti.e r~qui~ed for 8dequate 
preparation of the IRS filings and the trusts, Decision 87-05-062 
was aade effective on the date signed (Hay 29, 1987>. 
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DISCUSSION 

1. By this Advice Letter. SDG&£ has prepared and sub.Itted a 
Ilaster tax qualified truet agrea.ant £01" San Ono£re Units 1, 2 
and 3 In co.pliance with Decision &7-05-062. In addition, a non
tax qualified trust agree.ant Is provided tor these Units to 
govern that portion 01 the trust lunda lor the facilities Which 
do not qualiEy under I.R.C. Section 4G8A. AU trust· agree.ents 
have been drafted to con tor. with the requIre.ante set forth in 
Decision 87-05-062 (pages 30-34). 

2. The COIl.ission Advisory and Coapltance Division (CACO), 
Eor.arly the livaluation So Coaplie.nce DiVision, he.e conducted a 
series of .eetings with SDG&E and other Co •• tesion ateff In the 
course of its review o£ the Advice Letter. In the course 6£ that 
review various clarifIcations, additions and deletions were 
discussed for inclueion In the £lnal adopted draft docu.ents to 
be attached to this Resolution. SDG&E was a partleIpsnt In the 
process snd provided co •• ente, responses to inquiries and propoad 
Eurther language lor use in the trust agreeaents. 

3. The Staff proposed alteration to the cOllposltion and the 
reporting require.ents of the Co •• lttees which govern the 
conduct o£ the Truste, the actions of the Trustee and the actions 
of the Invest.ent Manager(s). SDG&E has agreed to the changes 
and additions. The changes prlll.arily include the addition of 
"outside" lleJlbera t.o the COlllllttee "'ho are not Directors, 
o££lcers, ellployeea or agents of SDG&E. The staff believes that 
this will ensure cOllpliance with the Public Utility Code SectIons 
1363, 1365(c), 13G7, 1368, and 1369 and in particular to ensure 
that the Trusts are "externally Ilanaged, segregated £und(s)". 
The COIl.ission ",111 exercise confiraation authority over the 
"out.side" COM.it.tee Me.bers. Th9 .eJlbera of 't.he COJl..ittee will 
serve 5-year teras and .ay be re.oved by the aalority vote of the 
Co •• !ssion for reasonable cause. 
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4. The outside .eaber8 of the Co •• lttee .uat be selected by 
SOG&E and the I r ne.lles subal t t.ed to t.he COIl.lssion for 
conflrllation. BecauaQ of the tille const.raints applicable t.o that 
process and the need for SDGS.E to proceed with the Trust, the 
st.aff believes SDG&E should be allowed t.o operate the Trust wit.h 
an Internal COll.ittee until it has sub.ittad its ~o.lnees to th~ 
CO.~i8sion. SDGSE should sub.it the no.lnees wit.hin 90- deysof 
the effective date of t.his _resolution and when 8- co.plete 
sub~it.tal has been aade, t.he 60-day period for COll.ission review. 
set forth In tha att.ached trust agree.ant ah6uld cOlla'ence. 

5. The fees t.o be charged by SDGSE's chosen trustee, Harris 
Trust a~d SaYings Sank appear t.o be ~easonable when c6llpa~ed wit.h 
the fee levels suaa8rized i~ Decision 8~~05-062 (pp. 2 & 3 
MI.eo). SDG&E believes t.hese fees are fair, reasonable and 
COllaensurate with lhe services t.o be provided. 

6. The staff of the COllllisslon Advisory and Coapliance Dlvision 
has reVIewed this filing and finds t.he aodified agreellent.s to be 
in confor.ance with t.he requireMenla of Decision 87-05-062. 

7. The COll.Ission staff has received no prote8~a in this .atter. 
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8. In accordance with Section Ill, Paragraph G of Gen~ral Order 
96-A, SDG&£ haa aailed a copy of only the,advice lett&r (wlthou~ 
the attached truat fund agreeaants) to the utilities and 
interested parties shown' on ita regular advice let.ter "aal1ing 
list and on the service list. In the Co •• ission IllVestigat.ion 
(011) 86. 

FINDINGS 

1. We find that. the nuclear deco •• issiorl1ng t.rust agree.ent.s 
£or Sen Onofre Units 1, 2 and 3 applicable to these truet funds, 
as .odified by San Diego Gas & Electric Coa~a~y and t.he 
Co •• lssion Advisory and Co.pliance DiVision, as attached to the 
Resolution, are reasonable. 

2. Notice o£ this aatter did not. appear on the public agenda, 
however an a.ergancy e~iata in that the IRS has issued SOG&E its 
SRA's on Nove.ber 2, 1987 and t.he t.rust.s .ust. rece! ye 
contributions by Deceaber 2, 1987 or else lose the tax 
deductability of qualified contribut.ions which Justifies our 
actIon today under Public Utilities Code Sect.ion 30~(b). 

3. We further find that. t.hese aodifj.ed agree.ents are in 
coapliance wIth DecIsion 87-05-062; therefore, 

IT IS ORDERED that: 

1. San Diego. Gas & Electric COMpany is authorized 
t.o place into e££ect the aodified nuclear 
deCODMissionlng trust agree.ents for San Onofre 
Units 1, 2, 3. 

2. All subsequent proposed trust. agree.enta, If any, 
shall also require Coa.laslon .~proval~ 

3. The Trust. COM~it.tee a3Y 6~erete on efi inter!. 
basia with all SDG~E aeMbers until the CO.Mission 
confiras SDG&E's noainees for outside aeabera of 
the Trust Co~~lttee. 



Resolution E-3060 
Nove~ber 25, 1987 
Page 7 

4. SDG&E shall sub_i\;. the na.eso! their no_ioees 
for outside .e_bers of the Truet Co.aIttes within 
90 days of the effective date'of this resolution. 

5. Advice Let.t.er No. 718-E ~md the accoapanylog 
aodified agree.ent foras' sh~ll be .arke~ t6show 
thet they were approved by Resolution' No. E-30GO. 

6. The Executive Director is ~uthorized t6 sign the 
trust agree.ent on behalf of the Coaaission. 

7. After the trust agree_ents are 
parties, the Chief Adalnistrative 
designate shall be the contact 
.. at.t.era regarding the trust 
ag1"ee_ent9. 

executed by all 
Law Judge or her 
person for all 
and ancillary 

8. This Resolution is effective today. 

I certify that t.his Resolut.ion wae adopted by the Public 
U~Ilities Co •• iasion at its reguler aeating on Nove.ber 25, 1987. 
The following Coaaissioners approved I\;.: 

STANLEY W. KUI.Err 
Pr~~l1tnt 

DONALD VIAL 
fREDERICk R. DUDA 
C. MfJCHELL WII.K 
JOHN 8. OHANIAN 

Commi1..QOflef'i £xecut.ive Di~ect.6r 


