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Advice Letter No. 232-E (U133W)

California Public Utilities Commission

Golden State Water Company (“GSWC”) hereby transmits one original and six conformed
copies of the following tariff sheets applicable to its Bear Valley Electric Service (“BVES”)
Operations:

Canceling
CPUC Sheet No. Title of Sheet CPUC Sheet No.
Original No. 1652-E Preliminary Statements
Page 18, Part U
Revised No. 1653-E Table of Contents Revised No. 1651-E
Page1of2

SUBJECT: Shell Agreement Memorandum Account

PURPOSE

GSWC is seeking authorization to modify its Preliminary Statement, to add Part U, to
reflect the establishment and implementation of the Shell Agreement Memorandum
Account (“SAMA?”). The sole purpose of the SAMA is to record unrealized gains or losses
on its recent Shell Purchased Power Agreement (Shell PPA). This advice letter is being
filed in accordance with Ordering Paragraph No. 3 in Decision No. (“D.”) 09-05-025.

BACKGROUND

On August 27, 2008, GSWC filed Application No. 08-08-021 requesting approval of the
Shell PPA under a contract with Shell Energy North America (US) LP and in addition
requested authorization of the special, non-interest bearing memorandum account covered
by this Advice Letter.

The Commission rendered a final decision, D. 09-05-025 in this Application, dated May 21,
2009.
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The key elements of the Decision addressing the SAMA are briefly covered by the
following excerpts from the Decision:

At pages 9 & 10 of the Decision, the Commission summarizes their deliberations on

granting the memorandum account covered by this Advice Letter:
“This decision allows Bear Valley to establish a non-interest bearing
memorandum account to track the unrealized gains and losses otherwise
imputed to the Shell agreement as a consequence of complying with the
Financial Account Standards Board’s (FASB) Statement of Financial
Accounting Standards (SFAS) No. 133, "Accounting for Derivative
Instruments and Hedging Activities.” The sole intention in granting this
request is to preclude the unnecessary recognition in Bear Valley’s financial
statements of any unrealized gains or losses which may occur as a result of
valuing the outstanding balance of the Shell agreement at market prices
compared to the actual prices contained in the contracts. Bear Valley can only
recover the actual and reasonable costs in rates as it acquires energy from
Shell under the terms of the agreement and directly resells that energy to its
customers. Bear Valley asks for a blanket memorandum account which
would include all future power purchase contracts. We will only allow Bear
Valley to include any existing contracts preapproved by the Commission and
this contract with Shell. If Bear Valley enters into subsequent contracts it
must file for authority to include them in the memorandum account. It may
do so either as a part of an application for preapproval prior to contract
execution or anytime after execution of a contract not subject to preapproval.”

“There would be no public benefit if Bear Valley had to recognize unrealized
gains or losses on its balance sheet during the life of the agreement related to
the cost of energy which will be delivered to retail customers in the
remaining years of the agreement. Bear Valley did not seek and therefore
does not have advance authority from the Commission to hedge or trade the
commodity underlying the Shell agreement and Bear Valley, therefore,
cannot record for rate recovery any realized gains or losses for any trades or
sales of energy acquired under the Shell agreement. Thus, there would be no
impact on rates beyond the recovery of the actual costs of the Shell
agreement for energy delivered to retail customers by adopting a
memorandum account.

A memorandum account would allow Bear Valley to track, solely for
financial reporting purposes during the life of the agreement, any unrealized
gains or losses on the outstanding balance of the contract and record either
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an offsetting “refund” to ratepayers of an imputed market gain or an under
collection of an imputed market loss. During contract performance,! Bear
Valley will record and recover only its actual costs under the terms of the
contract for energy delivered to retail customers. The memorandum account
will be reversed and no additional costs will be recovered from (or refunded
to) ratepayers.”

The Commission’s conclusion is stated at page 12:
“We find it is reasonable to allow Bear Valley to use a non-interest bearing
memorandum account to offset the unrealized gains or losses attributable to the
application of SFAS 133 to the Shell agreement. We grant this on the
understanding that no actual additional cost will be recovered or refunded that is
not directly incurred as a part of the good faith contract performance.”

COMPLIANCE

This Advice Letter complies with the Decision by requesting the attached Shell Agreement
Memorandum Account (SAMA) as a non-interest bearing memorandum account as part of
its Preiminary Statement (see Findings of Fact, Conclusions of Law and the Commission
Order below). The SAMA allows BVES to include any existing contracts preapproved by
the Commission and the contract with Shell. If BVES enters into subsequent contracts it
must file for authority to include them in the SAMA. It may do so either as a part of an
application for preapproval prior to contract execution or anytime after execution of a
contract not subject to preapproval.

The Finding of Facts 9 through 11 of D. 09-05-025, states,
9. SFAS No. 133 requires Bear Valley to recognize unrealized gains or losses on the contract
when the contract is marked to market for financial reporting.
10. A non-interest bearing memorandum account would recognize refunds or under collections
offsetting the unrealized gains or losses for financial reporting purposes.
11. A non-interest bearing memorandum account would offset unrealized gains or losses to
stabilize financial reporting.

The Conclusion of Law 5 of D09-05-025, states,

1 Performance is the fulfillment or accomplishment of a promise, contract, or other
obligation according to its terms. Black’s Law Dictionary, Fifth Edition.
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5. A non-interest bearing memorandum account reasonably offsets unrealized gains or losses
created by the financial reporting impacts of SFAS No. 133, " Accounting for Derivative
Instruments and Hedging Activities.”

Ordering Paragraph No. 3 of D. 09-05-025, states,

3. Golden State Water Company’s Bear Valley Electric Service Division shall establish a non-
interest bearing memorandum account to record refunds or under-collections to offset the
unrealized gains or losses of the Shell agreement created by the financial reporting impacts
of the Financial Account Standards Board's Statement of Financial Accounting Standards
No. 133, "Accounting for Derivative Instruments and Hedging Activities.” Golden State
Water Company’s Bear Valley Electric Service Division shall file a Tier 3 advice letter,
pursuant to General Order 96 B § 5.3(2)

TIER DESIGNATION
Pursuant to D. 09-05-025, this advice letter is submitted with a Tier 3 designation.

NOTICE AND PROTESTS
A protest is a document objecting to the granting in whole or in part of the authority
sought in this advice letter.

A response is a document that does not object to the authority sought, but nevertheless
presents information that the party tendering the response believes would be useful to the
CPUC in acting on the request.

A protest must be mailed within 20 days of the date the CPUC accepts the advice letter for
filing. The Calendar is available on the CPUC's website at www.cpuc.ca.gov.

A protest must state the facts constituting the grounds for the protest, the effect that
approval of the advice letter might have on the protestant, and the reasons the protestant
believes the advice letter, or a part of it, is not justified. If the protest requests an
evidentiary hearing, the protest must state the facts the protestant would present at an
evidentiary hearing to support its request for whole or partial denial of the advice letter.
The utility must respond to a protest with five days.

All protests and responses should be sent to:

California Public Utilities Commission, Energy Division

ATTN: Tariff Unit

505 Van Ness Avenue

San Francisco, CA 94102

E-mail: Honesto Gatchalian (inj@cpuc.ca.gov) or Maria Salinas (mas@cpuc.ca.gov)
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Copies should also be mailed to the attention of the Director, Energy Division, Room 4004
(same address above).

Copies of any such protests should be sent to this utility at:
Golden State Water Company

ATTN: Ronald Moore

630 East Foothill Blvd.

San Dimas, CA 91773

Fax: 909-394-7427

E-mail: regulatoryaffairs@gswater.com

If you have not received a reply to your protest within 10 business days, contact Ronald
Moore at (909) 394-3600 ext. 682.

No individuals or utilities have requested notification of filing of tariffs. A copy of this
advice letter is being furnished to the entities listed to the attached BVES service list via
U.S. mail service and electronically via e-mail.

In accordance with Public Utilities Code Section 491, notice to the public is hereby given
by filing and keeping the advice letter filing open for public inspection at Bear Valley
tric Service and Golden State Water Company Headquarters.

Ronal§ Moore
Senior Régulatory Analyst, Regulatory Affairs

c: Donald Lafrenz, CPUC - Energy Division
R. Marc Pocta, DRA
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U. SHELL AGREEMENT MEMORANDUM ACCOUNT (N)

Golden State Water Company (“GSWC"”) shall maintain the Shell Agreement Memorandum
Account (“SAMAY”) for its Bear Valley Electric Service District.

1. PURPOSE
The purpose of the SAMA is to track the unrealized gains and losses otherwise imputed to the Shell
agreement as well as additional contracts preapproved by the Commission as a consequence of
complying with the Financial Account Standards Board’s (FASB) Statement of Financial
Accounting Standards (SFAS) No. 133, "Accounting for Derivative Instruments and Hedging
Activities.” This memorandum account is in compliance with Ordering Paragraph No. 3 in
Decision No. 09-05-025.

2. APPLICABILITY
The SAMA applies to all customer classes, except for those specifically excluded by the
Commission.

3. RATES
The SAMA does not have a rate component.

4. ACCOUNTING PROCEDURES
GSWC shall maintain the SAMA by making entries at the end of each month as
follows:

a.  Entries shall be made to the SAMA at the end of each month to record the
unrealized gain or loss attributable to the application of SFAS 133 to the Shell
agreement and any other contracts preapproved by the Commission.

b.  This is a non-interest bearing memorandum account.

5. EFFECTIVE DATE
The SAMA shall go into effect on the effective date of Advice Letter 232-E.

6. DISPOSITION
At the conclusion of the memorandum account’s operation, the account will be reversed
and no additional costs will be recovered from (or refunded to) ratepayers as noted in the

Commission’s decision establishing this memorandum account. (N)
ISSUED BY Date Filed
Advice Letter No. 232-E R.]J. Spl‘OWIS Effective Date

Decision No. 09-05-025 President Resolution No.
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The following tariff sheets contain all effective rates and rules affecting rates and service of the utility, together with
information relating thereto:

Subject Matter of Sheet

Title Page
Table of Contents
Preliminary Statements
1209-E, 971-E, 953-E, 1067-E, 1068-E, 1371-E, 1426-E, 1427-E, 1473-E, 1563-E, 1577-E, 1590-E*, 1591-E*
1592-E*, 1593-E*, 1594-E*, 1595-E*, 1596-E*, 1597-E*, 1598-E*, 1599-E*, 1600-E*, 1601-E*, 1602-E*, 1603-E*,
1604-E*, 1605-E*, 1606-E*, 1607-E*, 1608-E*, 1609-E*, 1610-E*, 1611-E*, 1612-E*, 1613-E*, 1614-E*1650-E,

Tariff Area Map

Rate Schedules:

No.
No.
No.
No.
No.
No.
No.
No.
No.

No.

A1
A-2
A-3
A-4
D

- SSC
"UF-E

General Service

General Service

General Service

General Service- Demand

Domestic Service - Single-family Accommodation

Domestic Service - CARE Rate

Domestic Service to Company Employees

Domestic Service - Multi-family Accommodation

Domestic Service - Multi-family Accommodation Sub-metered

Domestic Service - Other

CARE Discount - Non-domestic Service

Net Energy Metering

Water Agency Renewables Energy Service

Street Lighting Service

Time-Of-Use Service

Time-Of-Use Service

Interruptible Service

Interruptible Service - Immediate Notice

Special Service Charges

Surcharge to Fund PUC Utilities Reimbursement Account Fee

Contracts and Deviations

Rules:

No.

No.

1

N

Definitions

Sheet No.

1441-E
1653-E, 1648-E (T)
935-E, 1429-E, 1206-E, 1207-E, 1208-E,

1652-E
1140-E

©

1615-E*, 1088-E, 1616-E*

1617-E*, 1090-E, 1618-E*

1619-E*, 1092-E, 1620-E*

1621-E*

1622-E*, 1094, 1095-E, 1623-E*

1626-E*, 1643-E, 1098-E, 1627-E*

1131-E

1631-E*, 1100-E,1101-E, 1632-E*

1628-E*, 1103-E, 1104-E,
1629-E*, 1106-E. 1630-E*

1624-E*, 1108-E, 1625-E*

1246-E, 1110-E, 1111-E
1438-E, 1439-E

1565-E, 1566-E

1633-E*, 1113-E

1634-E*, 1078-E, 1635-E*
1636-E*, 1080-E, 1637-E*
1638-E*, 1082-E, 1083-E, 1639-E*
1640-E*, 1085, 1086-E, 1641-E*
1001-E

1561-E

888-E

1114-E, 1115-E, 1116-E, 1117-E, 1118-E, 1119-E, 1120-E, 1121-E,

1122-E, 1123-E, 1124-E, 1125-E, 1126-E, 1127-E, 1128-E, 1129-E, 1130-E

Description of Service

Application for Service

Contracts

Special Information Required on Forms
Establishment and Re-establishment of Credit
Deposits

Notices

Rendering and Payment of Bills

Disputed Bills

Discontinuance and Restoration of Service
Rates and Optional Rates

Temporary Service

Shortage of Supply and Interruption of Delivery
Distribution Line Extensions

594-E, 595-E, 596-E, 597-E, 598-E
599-E, 600-E, 601-E, 602-E, 603-E
950-E, 951-E

604-E

605-E, 606-E, 607-E

608-E, 609-E

610-E

611-E

576-E, 577-E

578-E, 579-E

580-E, 581-E, 582-E, 1002-E, 584-E
612-E, 613-E

614-E, 615-E

616-E

1005-E, 1006-E, 1007-E, 1008-E
1009-E, 1010-E, 1011-E, 1012-E
1013-E, 1014-E, 1015-E, 1016-E

1017-E
(Continued)
ISSUED BY Date Filed
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BEAR VALLEY ELECTRIC DIVISION

Big Bear City Community Services Dist

P. O. Box 558
Big Bear City, CA 92314

City Attorney

City of Big Bear Lake

P. O. Box 2800

Big Bear Lake, CA 92315

County Counsel
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Ellison, Schneider & Harris L.L.P.
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City Clerk

City of Big Bear Lake
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County Clerk

County of San Bernardino

385 N. Arrowhead Ave., 2" Floor
San Bernardino, CA 92415-0140

Dave Morse

Project Manager
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