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PARAGRAPH 13

to

CREDIT SUPPORT ANNEX

to the

ISDA MASTER AGREEMENT

effective as of _____________, 2009
between

_________________________ (“Party A”)

and

SOUTHERN CALIFORNIA EDISON COMPANY (“Party B”)

Paragraph 13.  Elections and Variables

(a)
Security Interest for “Obligations”.  The term “Obligations” as used in this Annex includes the following additional obligations:



With respect to Party A: None.



With respect to Party B: None.

(b)
Credit Support Obligations.


(i)
Delivery Amount, Return Amount and Credit Support Amount.


(A)
“Delivery Amount” has the meaning specified in Paragraph 3(a).



(B)
“Return Amount” has the meaning specified in Paragraph 3(b).



(C)
“Credit Support Amount” has the meaning specified in Paragraph 3.

(ii)
Eligible Collateral.  The following items will qualify as “Eligible Collateral” for the party specified:

	
	
	Party A
	Party B
	Valuation

Percentage

	(A)
	Cash
	[X]
	[X]
	100%

	(B)
	Other (as agreed by the parties in writing)
	[  ]
	[  ]
	


(iii) Other Eligible Support.  The following item will qualify as “Other Eligible Support” for Party A and for Party B: a “Letter of Credit” (as defined in Paragraph 13(j) “Additional Definitions”).  See Paragraph 13(i) for further provisions regarding Letters of Credit.  The Valuation Percentage shall be 100% of the Value of the Other Eligible Support unless (i) a Letter of Credit Default shall apply with respect to such Letter of Credit or (ii) twenty (20) or fewer Local Business Days remain prior to the expiration of such Letter of Credit, in either of which case the Valuation Percentage shall be zero percent (0%).

(iv)
Thresholds.
(A)
 “Independent Amount” is zero dollars ($0) with respect to both Party A and Party B.

(B)
 “Threshold” means with respect to Party A and Party B, the lower of: 


(i)
the amount set forth below opposite the lowest of the Credit Ratings for such Party or such Party's Credit Support Provider, if applicable, on the Valuation Date.  If such Party or its Credit Support Provider, if applicable, does not have a Credit Rating on the Valuation Date from at least one of the rating agencies specified below, the threshold shall be zero dollars ($0). 

(ii)
80% of the dollar amount set forth in the guaranty issued by such Party’s Credit Support Provider, if any, as a Credit Support Document to this Agreement.





[COMMENT: Dollar value of Thresholds to be determined by respective Credit Departments]
	Moody’s Credit Rating
	S&P Credit Rating
	Fitch Credit Rating
	Threshold $ 

	Aa3 or above
	AA- or above
	AA- or above
	$

	A1
	A+
	A+
	$

	A2
	A
	A
	$

	A3
	A-
	A-
	$

	Baa1
	BBB+
	BBB+
	$

	Baa2
	BBB
	BBB
	$

	Baa3
	BBB-
	BBB-
	$

	Ba1 or below
	BB+ or below
	BB+ or below
	$0


Notwithstanding the foregoing and any other provision of this Agreement, if an Event of Default, a Potential Event of Default, or a Specified Condition has occurred and is continuing with respect to a party, then the Threshold Amount for that party shall be zero dollars ($0).


(C)
“Minimum Transfer Amount”  The Minimum Transfer Amount shall be $1 for both Party A and Party B.


(D)
Rounding.  The Delivery Amount and the Return Amount will be rounded up and down to the nearest integral multiple of $250,000, respectively.

(c)
Valuation and Timing.


(i)
“Valuation Agent” means, for purposes of Paragraphs 3 and 5, the party making the demand under Paragraph 3, and for the purposes of Paragraph 6(d), the Secured Party receiving or deemed to receive the Distributions or the Interest Amount, as applicable, provided, however, that in all cases, if an Event of Default, a Potential Event of Default, or a Specified Condition has occurred and is continuing with respect to the party designated as the Valuation Agent, then in such case, and for so long as the Event of Default, the Potential Event of Default, or the Specified Condition continues, the other party will be the Valuation Agent.

(ii)
“Valuation Date” means any Local Business Day.

(iii)
“Valuation Time” means:

[  ]
the close of business in the city of the Valuation Agent on the Valuation Date or date of calculation as applicable;

[X]
the close of business on the Local Business Day before the Valuation Date or date of calculation, as applicable;

provided that the calculations of Value and Exposure will be made as of approximately the same time on the same date.

(iv)
“Notification Time” means: 1:00 p.m. New York time, on a Local Business Day.

(v)
Transfer Timing: For purposes of Paragraph 4(b), the phrase “the close of business on the next Local Business Day” shall be amended to read “5:00 p.m. (New York time) on the third Local Business Day thereafter” and the phrase “the close of business on the second Local Business Day thereafter” shall be amended to read “5:00 p.m. (New York time) on the fourth Local Business Day thereafter”.
(d)
Conditions Precedent and Secured Party's Rights and Remedies. The following Termination Event(s) will be a “Specified Condition” for the party specified (that party being the Affected Party if the Termination Event occurs with respect to that party):

	
	Party A
	Party B

	Illegality
	[X]
	[X]

	Tax Event
	[X]
	[X]

	Tax Event Upon Merger 
	[X]
	[X]

	Credit Event Upon Merger
	[X]
	[X]

	Additional Termination Event(s):  
	[  ]
	[  ]


(e)
Substitution.


(i)
“Substitution Date” has the meaning specified in Paragraph 4(d)(ii).


(ii)
Consent.  The Pledgor need not obtain the Secured Party’s consent for any substitution pursuant to Paragraph 4(d).

(f)
Dispute Resolution.


(i)
“Resolution Time” means 5:00 p.m., New York time, on the Local Business Day following the date on which the notice is given that gives rise to a dispute under Paragraph 5.

(ii)
Value.  For the purpose of Paragraphs 5(i)(C) and 5(ii), the Value of Posted Credit Support will be calculated as follows:  As set forth for other purposes in Paragraph 12.

(iii)
Alternative.  Inapplicable. The provisions of Paragraph 5 will apply subject to amendment by inserting “third (3rd)” before Local Business Day in the seventh (7th) line of the first paragraph.

(g)
Holding and Using Posted Collateral.


(i)
Eligibility to Hold Posted Collateral; Custodians.  
(a)
Party A or its Custodian will be entitled to hold Posted Collateral pursuant to Paragraph 6(b); provided that the following conditions applicable to it or its Custodian are satisfied:

(1)
Party A is not a Defaulting Party, and there is no Potential Event of Default that has occurred and is continuing or and there is no Specified Condition with respect to Party A; 

(2) Posted Collateral may be held only in the United States of America; 

(3) Party A or Party A’s Credit Support Provider, if any, has a Credit Rating of at least  (a) BBB- by S&P,  Baa3 by Moody’s,  and BBB- by Fitch if such entity is rated by the Ratings Agencies; (b) BBB- by S&P, Baa3 by Moody’s, or BBB- by Fitch if such entity is rated by only two of the Ratings Agencies; or (c) BBB- by S&P, Baa3 by Moody’s, or BBB- by Fitch if such entity is rated by only one Ratings Agency.   Notwithstanding the foregoing, in the event Party A or Party A’s Credit Support Provider, if any, has a Credit Rating of BBB- by S&P, Baa3 by Moody’s or BBB- by Fitch with a negative or developing outlook,  has a Credit Rating on “credit watch” negative or developing by either S&P or Fitch, or is on Moody’s “watchlist” under review for downgrade or uncertain ratings action, then Party A shall not be entitled to hold Collateral in the form of Cash;
(4)  If Party A’s Custodian holds Posted Collateral, then Party A’s Custodian must be a Qualified Institution as defined herein; and 

(5) The Custodian for Party A is ________________________________________________. 


(b)
Party B or its Custodian will be entitled to hold Posted Collateral pursuant to Paragraph 6(b); provided that the following conditions applicable to it or its Custodian are satisfied:

(1)
Party B is not a Defaulting Party, and there is no Potential Event of Default that has occurred and is continuing or and there is no Specified Condition with respect to Party B;

(2) Posted Collateral may be held only in the United States of America; 

(3) Party B or Party B’s Credit Support Provider, if any, has a Credit Rating of at least  (a) BBB- by S&P,  Baa3 by Moody’s, and BBB- by Fitch, if such entity is rated by the Ratings Agencies; (b)  BBB- by S&P, Baa3 by Moody’s, or BBB- by Fitch if such entity is rated by only two of the Ratings Agencies; or (c) BBB- by S&P, Baa3 by Moody’s, or BBB- by Fitch if such entity is rated by only one Ratings Agency. Notwithstanding the foregoing, in the event Party B or Party B’s Credit Support Provider, if any, has a Credit Rating of BBB- by S&P, Baa3 by Moody’s, or BBB- by Fitch with a negative or developing outlook, or has a Credit Rating on “credit watch” negative or developing by either S&P or Fitch or is on Moody’s “watchlist” under review for downgrade or uncertain ratings action, then Party B shall not be entitled to hold Collateral in the form of Cash;
(4)  If Party B’s Custodian holds Posted Collateral, then Party B’s Custodian must be a Qualified Institution as defined herein; and
(5) Party B’s Custodian is __________________________________________.

(ii)
Use of Posted Collateral. The provisions of Paragraph 6(c) will apply to Party A and to Party B.

(h)
Distributions and Interest Amount.

(i)
Interest Rate.  The “Interest Rate” will be a per annum rate of interest equal to the Federal Funds Effective Rate.  “Federal Funds Effective Rate” means, for any Local Business Day, an interest rate per annum equal to the Federal Funds Rate as published by the Federal Reserve Bank in the H.15(519) Series Release, or any successor publication as published by the Board of Governors of the Federal Reserve System. The Federal Reserve Board publication H.15 can be accessed at the following website: http:/www.federalreserve.gov/releases/h15/.

(ii)
Transfer of Interest Amount.  Notwithstanding anything herein to the contrary, the Interest Amount on Posted Collateral shall accrue on a daily basis.  A Pledgor owed interest for Posted Collateral in the form of cash will render an invoice for the monthly Interest Amount to the Secured Party holding such collateral no later than three (3) Local Business Days following each calendar month.  The Transfer of the Interest Amount from the Secured Party to the Pledgor will be made no later than the third Local Business Day after receipt of such invoice.  In the event that Posted Collateral in the form of Cash is Transferred to the Secured Party pursuant to Paragraph 3(b), then Pledgor will invoice the Secured Party for the applicable Interest Amount no later than three (3) Local Business Days following such Transfer, and such Interest Amount will be transferred by the Secured Party no later than three (3) Local Business Days after receipt of such invoice.

(iii)
Alternative to Interest Amount. The provisions of Paragraph 6(d)(ii) will apply subject to amendment by deleting the last sentence and adding the following sentence in place thereof:  “The Interest Amount or portion thereof not Transferred pursuant to this Paragraph will be subject to the security interest granted under Paragraph 2.”
(i)
Other Eligible Support and Other Posted Support.

(i)
“Value” with respect to Other Eligible Support and Other Posted Support means the stated amount of any Letter of Credit (less any drawn portion) provided by the Pledgor to the Secured Party for the benefit of the Secured Party multiplied by the applicable Valuation percentage.

(ii)
“Transfer” with respect to Other Eligible Support and Other Posted Support means:

(1)
For purposes of Paragraph 3(a) and 5, delivery of the Letter of Credit by the Pledgor or issuer of the Letter of Credit to the Secured Party at the address of the Secured Party specified in Section 12(a) of the Master Agreement, as amended by Part 4 of the Schedule, or delivery of an executed amendment to such Letter of Credit by the Pledgor or the issuer of the Letter of Credit to the Secured Party at the address of the Secured Party specified in Section 12(a) of the Master Agreement, as amended by Part 4 of the Schedule; and

(2)
For purposes of Paragraph 3(b), 5, and 8, by the return of an outstanding Letter of Credit by the Secured Party to the Pledgor, at the address of the Pledgor specified in Section 12(a) of the Master Agreement, as amended by Part 4 of the Schedule, or delivery of an executed amendment to the Letter of Credit in form and substance satisfactory to the Secured Party (reducing the amount available to the Secured Party thereunder) by the Pledgor or the issuer of the Letter of Credit to the Secured Party at the Secured Party's address specified in Section 12(a) of the Master Agreement, as amended by Part 4 of the Schedule.  If a Transfer is to be effected by a reduction in the amount of an outstanding Letter of Credit previously issued for the benefit of the Secured Party, the Secured Party shall not unreasonably withhold its consent to a commensurate reduction in the amount of such Letter of Credit and shall take such action as is reasonably necessary to effectuate such reduction.

(iii)
“Letter of Credit Provisions.”
Other Eligible Support and Other Posted Support provided in the form of a Letter of Credit shall be subject to the following provisions:


(1)
Unless otherwise agreed in writing by the parties, each Letter of Credit shall be Transferred in accordance with the provisions of this Annex, and each Letter of Credit shall be maintained for the benefit of the Secured Party.  The Pledgor shall (i) renew or cause the renewal of each Transferred Letter of Credit on a timely basis; (ii) if the Qualified Institution that issued a Transferred Letter of Credit has indicated its intent not to renew such Letter of Credit, provide a substitute Letter of Credit at least twenty (20) Local Business Days prior to the expiration of the outstanding Letter of Credit; or (iii) if a Qualified Institution issuing a Letter of Credit shall fail to honor the Secured Party’s properly documented request to draw on a Transferred Letter of Credit, provide for the benefit of the Secured Party, (x) a substitute Letter of Credit is issued by another Qualified Institution other than the Qualified Institution failing to honor the Transferred Letter of Credit, or (y) Eligible Collateral, in each case within one (1) Local Business Day after the Pledgor receives notice of such refusal, provided that, as a result of the Pledgor's failure to perform in accordance with (i), (ii), or (iii) above, the Delivery Amount applicable to the Pledgor equals or exceeds the Pledgor's Minimum Transfer Amount;

(2)
As one method of providing Eligible Credit Support, the Pledgor may increase the amount of a Transferred Letter of Credit or establish one or more additional Letters of Credit;

(3)
A Letter of Credit shall provide that the Secured Party may draw upon the Letter of Credit in an amount (up to the face amount for which the Letter of Credit has been issued) that is equal to all amounts that are due and owing from the Pledgor but have not been paid to the Secured Party within the time allowed for such payments under this Agreement (including any related notice or grace period or both).  A Letter of Credit shall provide that a drawing be made on the Letter of Credit upon submission to the Qualified Institution issuing the Letter of Credit of one or more certificates specifying the amounts due and owing to the Secured Party in accordance with the specific requirements of the Letter of Credit.  If the Pledgor shall fail to (i) renew, substitute, or sufficiently increase the amount of an outstanding Letter of Credit (as the case may be); (ii) establish one or more additional Letters of Credit; or (iii) otherwise provide sufficient Eligible Credit Support, and if the Delivery Amount applicable to the Pledgor equals or exceeds the Pledgor’s Minimum Transfer Amount as a result of such failure, then the Secured Party may draw upon the Letter of Credit in an amount (up to the face amount for which the Letter of Credit has been issued) that is equal to all amounts that are due and owing upon submission to the Qualified Institution issuing such Letter of Credit of one or more certificates in an amount up to or equal to the amounts due and owing to the Secured Party in accordance with the specific requirements of the Letter of Credit.  Cash proceeds received from drawing upon the Letter of Credit shall be Posted Collateral and shall be maintained in accordance with this Annex.  The Pledgor shall remain liable for any amounts due and owing to the Secured Party and remaining unpaid after the application of the amounts so drawn by the Secured Party;

(4)
If a party’s Credit Support Provider has Transferred a Letter of Credit hereunder, the amount otherwise required under such Letter of Credit may at the option of such Credit Support Provider be reduced by the amount of any Letter of Credit established by such party (but only for such time as such party’s Letter of Credit shall be in effect).  If a party shall be required to Transfer a Letter of Credit hereunder, the amount otherwise required under such Letter of Credit may at the option of such party be reduced by the amount of any Letter of Credit established by such party’s Credit Support Provider (but only for such time as such Credit Support Provider’s Letter of Credit shall be in effect);

(5)
Upon the occurrence of a Letter of Credit Default, the Pledgor agrees to deliver a substitute Letter of Credit or other Eligible Credit Support to the Secured Party in an amount at least equal to that of the Letter of Credit to be replaced on or before the first Local Business Day after written demand by the Secured Party (or the fifth (5th) Local Business Day if only clause (i) under the definition of Letter of Credit Default applies); and 

(6)
Notwithstanding Paragraph 10, in all cases, the costs and expenses (including but not limited to the reasonable costs, expenses, and attorney’s fees of the Secured Party) of establishing, renewing, substituting, canceling, increasing, or reducing the amount (as the case may be)of one or more Letters of Credit shall be borne by the Pledgor.


(iv)
“Certain Rights and Remedies.”


(1)
Secured Party’s Rights and Remedies.  For purposes of Paragraph 8(a)(ii), the Secured Party may draw on any outstanding Other Posted Support in an amount equal to any payments payable by the Pledgor with respect to any Obligations.


(2)
Pledgor’s Rights and Remedies.  For purposes of Paragraph 8(b)(ii), (i) the Secured Party will be obligated immediately to Transfer any Other Posted Support to the Pledgor and (ii) the Pledgor may do any one or more of the following:  (x) to the extent that the Other Posted Support is not Transferred to the Pledgor as required pursuant to (i) above, Set-off any amounts payable by the Pledgor with respect to any Obligations against any such Other Posted Support held by the Secured Party and to the extent its rights to Set-off are not exercised, withhold payment of any remaining amounts payable by the Pledgor with respect to any Obligations, up to the Value of any remaining Posted Collateral and the Value of any Other Posted Support held by the Secured Party, until any such Posted Collateral and such Other Posted Support is Transferred to the Pledgor, and (y) exercise rights and remedies available to the Pledgor under the terms of the Other Posted Support.

(j)
“Additional Definitions.”  The following definitions are hereby added to Paragraph 12 of this Annex:


“Credit Rating” means with respect to any entity, on the relevant date of determination, the respective ratings then assigned to such entity’s unsecured, senior long-term debt, or deposit obligations (not supported by third party credit enhancement) by a Ratings Agency.  If no rating is assigned to such entity’s unsecured, senior long-term debt or deposit obligations by any Ratings Agency, then “Credit Rating” shall mean the general corporate credit rating or long-term issuer rating assigned by a Ratings Agency, as the case may be.


“Fitch” means Fitch, Inc., Fitch Ratings Ltd., or its successor(s).


“Letter of Credit” means an irrevocable, non-transferable, standby letter of credit, issued by a Qualified Institution  substantially in the form set forth in Schedule 1 attached hereto, with such changes to the terms in that form as the issuing Qualified Institution may require and as may be acceptable to the beneficiary thereof.


“Letter of Credit Default” means with respect to a Letter of Credit, the occurrence of any of the following events: (i) an issuer of such Letter of Credit  fails to maintain a Credit Rating of at least (a) "A-" by S&P, “A-“ by Fitch, and "A3" by Moody’s, if such issuer is rated by the Ratings Agencies, (b) “A-“ by S&P, , “A-“ by Fitch or “A3” by Moody’s if such issuer is rated by only two of the Ratings Agencies, or (c) “A-“ by S&P, “A-“ by Fitch, or "A3" by Moody’s, if such issuer is rated by only one Ratings Agency; (ii) the issuer of the Letter of Credit fails to comply with or perform its obligations under such Letter of Credit; (iii) the issuer of such Letter of Credit  disaffirms, disclaims, repudiates or rejects, in whole or in part, or challenges the validity of such Letter of Credit; (iv) such Letter of Credit expires or terminates, or fails or ceases to be in full force and effect at any time during the term of the Agreement, in any such case without replacement; or (v) with respect to the issuer of such Letter of Credit, any event that occurs that may be analogous to an event specified in Section 5(a)(vii) of this Agreement, provided, however, that no Letter of Credit Default shall occur or be occurring in any event with respect to a Letter of Credit after the time such Letter of Credit is required to be canceled or returned to the Pledgor in accordance with the terms of this Annex.



“Moody’s” means Moody’s Investor Services, Inc., or its successor.

“Qualified Institution” means either (A) a commercial bank or trust company (that is not an Affiliate, Credit Support Provider, or a Specified Entity of any party to this Agreement) organized under the laws of the United States or a political subdivision thereof or (B) a U.S. branch office of a foreign bank, with (i) a Credit Rating of at least: (a) "A-" by S&P, “A-“ by Fitch and "A3" by Moody's, if such entity is rated by the Ratings Agencies; (b) "A-" by S&P, “A-“ by Fitch, or "A3" by Moody's, if such entity is rated by only two of the Ratings Agencies;  or (c) "A-" by S&P or "A3" by Moody's, or “A-” by Fitch if such entity is rated by only rated by one Ratings Agency, and (ii) having a capital surplus of at least $1,000,000,000.00 (ONE BILLION AND 00/100 DOLLARS).

“Ratings Agency” means any of S&P, Moody’s, and Fitch, and any other rating agency agreed to by the Parties in writing (collectively the “Ratings Agencies”).


“S&P” means the Standard & Poor’s Rating Group (a division of The McGraw-Hill Companies, Inc.), or its successor.

(k) Demand and Notices.  All demands, specifications and notices under this Annex will be made pursuant to the Section 12(a) this Agreement.
(l)      Accounts for Transfers.  All Transfers of cash shall be made to the following accounts:



Party A:
Payment to:







For Account Of:






Account #:







Federal ABA#:



Party B:
Payment to:

JP MorganChase




For Account of:
Southern California Edison Company




Account #:

021000021




Federal ABA#:
323-394434
(m)
Other Provisions.
(i)
Paragraph 7(i) is hereby amended by deleting the phrase, “Eligible Collateral” and replacing it with the phrase “Eligible Credit Support.”

(ii)
This Credit Support Annex is a Security Agreement under the provisions of the Uniform Commercial Code of the Jurisdiction specified in the Schedule to the ISDA Master Agreement between the parties, provided however, that the parties agree that this Credit Support Annex and the Master Agreement set forth the entirety of the agreement of the Parties regarding credit, collateral and adequate assurances. Except as expressly set forth in this Credit Support Annex and the Master Agreement, neither Party: 

(a) has or will have any obligation to post margin, provide letters of credit, pay deposits, make any other prepayments or provide any other financial assurances, in any form whatsoever, or 

(b) will have reasonable grounds for insecurity with respect to the creditworthiness of a Party that is complying with the relevant provisions of this Agreement; 

and all implied rights relating to financial assurances arising from Section 2-609 of the Uniform Commercial Code or case law applying similar doctrines, are hereby waived.
(iii) The definition of the term “Exposure” in Paragraph 12 shall be replaced in its entirety with the following:

“‘Exposure’ means for any Valuation Date or other date for which Exposure is calculated and subject to Paragraph 5 in the case of a dispute, the amount, if any, that would be payable to a party that is the Secured Party by the other party (expressed as a positive number) or by a party that is the Secured Party to the other party (expressed as a negative number) pursuant to Section 6(e)(ii)(1) of this Agreement as if all Transactions were being terminated as of the relevant Valuation Time, on the basis that (i) the party that is to be paid is not the Affected Party and (ii) United States Dollars is the Termination Currency, provided that solely for purposes of calculating “Exposure” under this Annex, the Close-out Amount will be determined by the Valuation Agent using mid-market values for the amounts that would be paid for transactions providing the economic equivalent of (x) the material terms of the Transactions, including the payments and deliveries by the parties under Section 2(a)(i) of this Agreement in respect of the Transactions that would, but for the occurrence of an Early Termination Date, have been required after that date (assuming satisfaction of the conditions precedent in Section 2(a)(iii) of this Agreement), and (y) the option rights of the parties in respect of the Transactions.”
(iv)
The definition of the term “Posted Collateral” in Paragraph 12 shall be replaced in its entirety with the following: “‘Posted Collateral’ means all Eligible Collateral, other property, and Distributions that have been Transferred to or received by the Secured Party under this Annex and not Transferred to the Pledgor pursuant to Paragraph 3(b) or 4 (d)(ii) or released by the Secured Party under Paragraph 8.”
(v)
Paragraph 5(i)(B) is hereby amended by deleting the phrase, “Reference Market-makers for purposes of calculating Market Quotation” and replacing it with the phrase, “dealers (such dealers shall be independent and shall not be an Affiliate, a Credit Support Provider, or a Specified Entity of either party) in the relevant markets, end-users of the relevant product, information vendors, brokers, or other sources of market information, for purposes of calculating the Close-out Amount”.


(vi)
Taxes in Connection with Interest Amounts.  Notwithstanding anything to the contrary in this Agreement, neither party makes any Payer Tax Representation referred to in Section 3(e) of this Agreement with respect to any Interest Amount it is required to Transfer under this Annex, and neither party will be entitled to designate an Early Termination Date by reason of any Tax Event or Tax Event Upon Merger resulting from (i) such party’s obligation to pay additional amounts in respect of Indemnifiable Taxes imposed with respect to any Interest Amount it is required to Transfer under this Annex or (ii) any deduction or withholding from or with respect to any Interest Amount that such party is entitled to receive pursuant to this Annex.

(vii)
Paragraph 5 is amended by adding a new paragraph 5(iii) as follows:

“(iii)  In the case of a dispute involving a demand for a Delivery Amount and a Return Amount on the same Valuation Date or a dispute as to which party is the Valuation Agent on the same Valuation Date:

(A) If one party is the Valuation Agent because it calculated a Delivery Amount and the other party is a Valuation Agent because it calculated a Return Amount, then the Secured Party shall be deemed the Valuation Agent for the purposes of the calculation of Exposure pursuant to this Paragraph 5, or

(B) If each party claims that it is the Secured Party and the Valuation Agent and disputes the calculation of Exposure by the other party, then each party will calculate the Exposure for the Transactions that are in dispute by seeking four actual quotations at mid-market from (1) dealers (such dealers shall be independent and shall not be an Affiliate, a Credit Support Provider, or a Specified Entity of either party) in the relevant markets, (2) end-users of the relevant product, (3) information vendors, (4) brokers, or (5) other sources of market information for purposes of calculating the Close-Out Amount, and taking the arithmetic average of those quotations obtained by each party, provided that (a) if four quotations are not available to each party for a particular Transaction, then the arithmetic average of each party’s quotations will be averaged together to determine Exposure for that Transaction; (b) if no quotations are available to one party for a particular Transaction, then the arithmetic average of the other party’s quotations will be used to determine Exposure for that Transaction; or (c) if no quotations are available to either party for a particular Transaction, then the average of the parties’ calculations will be used to determine Exposure for that Transaction.”
IN WITNESS WHEREOF the parties have executed this document as set forth below with effect from the date specified on the first page of this document.











SOUTHERN CALIFORNIA EDISON COMPANY
By:  _______________________________
By: 









Name:
Name: 
Title: 

Title: 

Date:








       Date:

SCHEDULE 1 to CREDIT SUPPORT Annex
IRREVOCABLE NON-TRANSFERABLE STANDBY LETTER OF CREDIT FORMAT

DATE OF ISSUANCE:  




ISSUE DATE: ______________





L/C NO.: __________________






ACCOUNT PARTY:

BENEFICIARY                                                                           

AMOUNT: USD __________________________________________ AND _0/100 UNITED STATES DOLLARS)

WE HEREBY ESTABLISH THIS IRREVOCABLE STANDBY LETTER OF CREDIT NO.______________ FOR AN AGGREGATE AMOUNT NOT TO EXCEED THE AMOUNT INDICATED ABOVE, EXPIRING AT OUR COUNTERS WITH OUR CLOSE OF BUSINESS ON ______________.

THIS LETTER OF CREDIT IS AVAILABLE WITH __________________________, AGAINST PRESENTATION OF YOUR DRAFT AT SIGHT DRAWN ________________________BANK, WHEN ACCOMPANIED BY:

1) THE ORIGINAL OF THIS LETTER OF CREDIT (OR A PHOTOCOPY OF THE ORIGINAL FOR PARTIAL DRAWINGS) AND ANY SUBSEQUENT AMENDMENTS, IF ANY; AND 

2) A DRAW CERTIFICATE (SEE EXHIBIT A) PURPORTEDLY SIGNED BY ONE OF THE BENEFICIARY’S OFFICIALS

BENEFICIARY SHALL BE ENTITLED TO DRAW UPON THIS LETTER OF CREDIT UP TO THE STATED AMOUNT, IN ONE OR MORE DRAWINGS; PROVIDED HOWEVER, THAT IF ANY DRAWING WOULD EXCEED THE STATED AMOUNT, BENEFICIARY SHALL BE ENTITLED TO DRAW ONLY THAT PORTION THAT WOULD NOT EXCEED THE STATED AMOUNT.

ALL CORRESPONDENCE AND ANY DRAWINGS HEREUNDER ARE TO BE DIRECTED TO

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

WE HEREBY AGREE WITH YOU THAT DRAFTS DRAWN UNDER AND IN COMPLIANCE WITH THE TERMS AND CONDITIONS OF THIS LETTER OF CREDIT WILL BE DULY HONORED.

THIS IRREVOCABLE STANDBY LETTER OF CREDIT IS ISSUED SUBJECT TO THE INTERNATIONAL STANDBY PRACTICES 1998, INTERNATIONAL CHAMBER OF COMMERCE PUBLICATION NO.  590 (ISP98) AND AS TO MATTERS NOT ADDRESSED BY THE ISP98 THIS LETTER OF CREDIT SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK, WITHOUT REGARD TO PRINCIPLES OF CONFLICT OF LAWS.

THE NUMBER AND THE DATE OF OUR CREDIT AND THE NAME OF OUR BANK MUST BE QUOTED ON ALL DRAFTS REQUIRED.

EXHIBIT A

DRAW CERTIFICATE
AN “EVENT OF DEFAULT” OR “SPECIFIED CONDITION” WITH RESPECT TO THE INTERNATIONAL SWAPS AND DERIVATIVES ASSOCIATION, INC. MASTER AGREEMENT DATED _____________ BETWEEN SOUTHERN CALIFORNIA EDISON COMPANY AND ________________________ (THE “ISDA”)) HAS OCCURRED AND IS CONTINUING WITH RESPECT TO _____________________________________________UNDER THE ISDA.  WHEREFORE THE UNDERSIGNED DOES HEREBY DEMAND PAYMENT OF $USD (INSERT AMOUNT) (WHICH AMOUNT DOES NOT EXCEED THE CREDIT SUPPORT AMOUNT THAT BENEFICIARY IS ENTITLED TO HOLD OR TO REQUEST FROM  ________________________________ AS OF THE DATE OF THIS DRAW CERTIFICATE) BUT NOT TO EXCEED THE REMAINING UNDRAWN AMOUNT OF THE LETTER OF CREDIT.

THE AMOUNT DEMANDED UNDER THIS LETTER OF CREDIT HAS BEEN COMPUTED IN ACCORDANCE WITH THE ISDA.







(COMPANY NAME)







By:  (SIGNATURE OF COMPANY OFFICER)







Title:  _____________________________________

Date:  _________________________
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