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RESOLUTION 3J7Y2

A RESOLUTION affirming the City Light Department’s use of an accounting methodology to be
) used for the non-monetary exchange of wholesale electricity in compliance with new
accounting standards.

WHEREAS, contracts for the exchange of wholesale electricity are regularly entered into by
electric utilities, including the City Light Department, to facilitate normal operations for
.both retail and wholesale business; and

WHEREAS, Statement of Financial Accounting Standard No. 153, Exchanges of Nonmonetary
Assets—an amendment of APB Opinion No. 29 (“SFAS No. 153”) requires that
nonmonetary exchanges, where future cash flows are expected to change significantly as

a result of the exchange, be measured and recorded on the financial statements based on
the fair value of the assets exchanged; and

WHEREAS, recording these transactions at fair value through earnings, as required by SFAS No.
153, could result in significant and detrimental volatility in the Department’s reported net
income, and such volatility can be avoided by deferring any resulting gains and losses
through the creation of regulatory assets and regulatory liabilities accounted for in
accordance with SFAS No. 71, Accounting for the Effects of Certain Types of Regulation;
NOW, THEREFORE,

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SEATTLE, THE
MAYOR CONCURRING, THAT:

Section 1. The City Coupcil affirms the City Light Department’s practice of d;:fening
any gains or losses, as regulatory assets or regulatory liabilities,. to offset the assets and liabilities
associated with recording and periodically measuring at fair value transactions under exchange
contracts.in accordance with SFAS No. 153 and ité aﬁplicable amendments, assuming they meet
the criteria set forth in SFAS No. 71.

Section 2. The City Council also affirms the City Light Department’s pfactice of writing

off as income any regulatory assets or regulatory liabilities remaining on City Light’s general
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ledger at the end of such exchange contraéts, in accordance with Financial Accounting Standards

Board regulations.

4 7 ,
Adopted by the City Council the | Lj' day of Mzood and signed by me

in open session in authentication of its adoption this |b day of SZM 200¢

" g A

Prds{dem/ 4 the City Council

THE MAYOR CONCURRING:

Ay O

@ ickels, Mayor
by me this Xb“"’day of

(Seal)
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FISCAL NOTE FOR NON—CAPITAL PROJECTS | |
. Department: Contact Person/Phone: DOF Analyst/Phone: :
~ | Seattle City Light l Caroline Walker, 4-3177 : l Thomas Dunlap, 6-9120 |
Legislation Title: |

A RESOLUTION affirming the City Light Department’s use of an accounting methodology to be used
for the non-monetary exchange of wholesale electricity in compliance with new accounting standards.

e Summary of the Legislation:

The proposed Resolution affirms the City Light Department’s practice of deferring gains and
losses that may result from implementation and compliance with new financial accounting
standards surrounding the exchange of wholesale electricity. At the end of an exchange contract,
any remaining regulatory assets or regulatory liabilities on City Light Department’s general
ledger shall be written off through the “income statement” in the period of contract expiration or
termination.

s Background:

Statement of Financial Accounting Standard No. 153, Exchanges of Nonmonetary Assets—an
amendment of APB Opinion No. 29 (“SFAS No. 153”) requires that nonmonetary exchanges,
where future cash flows are expected to change significantly as a result of the exchange, be
measured and recorded on the financial statements based on the fair value of the assets
exchanged. '

Recording these transactions at fair value through the “income statement,” as required by SFAS
No. 153, may result in significant and detrimental volatility in the Department’s reported net
income. The effect of detrimental volatility is undeterminable and is dependent on several
factors, including market prices for electricity.

Volatilit); in the Department’s net income can be avoided and is allowed by deferring any
resulting gains and losses through the creation of regulatory assets and regulatory liabilities
accounted for in accordance with SFAS No. 71, Accounting for the Effects of Certain Types of
Regulation. The City Council previously authorized the use of SFAS No. 71 in Resolution No.
30290, adopted in February 2001, for deferral of gains or losses associated with recording and
measuring at fair value derivative instruments and hedging activities, principally applicable to
short-term wholesale power forward contracts. This proposed Resolution would defer
gains/losses related to power exchange contracts -

X This legislation has financial implications. While deferring gains or losses related
to exchange contracts does not change the Utility’s bottom line, it does help to avoid potential
negative effects the new accounting rule SFAS No. 153 would have on the Utility’s income
statement while exchange contracts are in effect. Not deferring gains and losses in such cases,
which is in accordance with SFAS No. 71, would result in volatility in City Light’s reported net
income. . .

HIA4
CLER



@ City of Seattle

Gregory J. Nickels, Mayor

Office of the Mayor

December 7, 2006

Honorable Nick Licata
President

Seattle City Council
City Hall, 2" Floor

Dear Council President Licata:

I am transmitting the attached proposed Resofution, which affirms Seattle City Light’s practice of
deferring gains and losses associated with exchanges of wholesale electricity in accordance with
new standards established by the Financial Accounting Standards Board (FASB).

FASB’s Statement of Financial Accounting Standard No.. 153 became effective in 2006, requiring
that income statements reflect the fair value of exchanged assets when non-monetary exchanges
occur and future cash flows are expected to change significantly as a result of the exchange.
Recording such transactions at fair value on City Light’s income statement could result in
significant and detrimental volatility in the Utility’s reported net income. Statement of Financial
Accounting Standard No. 71 allows the deferral of gains and losses resulting from these types of
exchanges assuming they meet the criteria for regulatory accounting. City Light’s use of this
accounting practice was affirmed by the City Council in 2001 via Resolution 30290 with regard to
wholesale power forward contracts. The attached Resolution would affirm the utilization of the
same accounting practice for power exchange contracts, thereby av01d1ng potential negative
effects on the Utility’s income statement.

- Thank you for your consideration of this legislation. Should you have questions, please contact
- Connie Griffith, Accounting Director, at 684-0905.

Sincerely,

GREG NICKELS
Mayor of Seattle

cc: Honorable Members of the Seattle City Council

600 Fourth Avenue, 7" Floor, P.O. Box 94749, Seattle, WA 98124-4749
Tel: (206) 684-4000, TDD: (206) 684-8811 Fax: (206) 684-5360, Email: mayors.office@seattle.gov
t
f
CLER

An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon requ



STATE OF WASHINGTON - KING COUNTY

--88.

207167 No.
CITY OF SEATTLE,CLERKS OFFICE

Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily J ournal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed
notice, a

CT:30942,49&50 TITLE ONLY
was published on
02/05/07

The amount of the fee charged for the foregoing publication is the sum of § 41.85, which amount

has b id j . ;
as been ps\l\ %WH”’I’

\
\\\\‘;: t‘}.ANP,q ,'”// '

S @\‘35\0 Eb,?@.;”',,

S 2% TN '
§ Eggé WOTARY % kY Z \ Subscri ed'zld sworn to before me on
S —e— }E x , %
E, % PygL® § := 02/05/07 &
-~ [ I

Z o0, MES Lu 1
,’;f ’:’ Ly 24 Q...%\Q § \ / N
/’/,,’@ %;:.‘“""g;\\‘z\\\‘\ Notary public for the State of Washington,
“ o WA ww residing in Seattle
. lgfuu\
Affidavit of Publication



State of Washington, King County

¥ .The full textof the following resoutions:"’
passed by the City Council on January 16X
,20!07;;_and published here by titleflonl‘y. will

*pe-mailed upon:fequesty or-cansbefaccessed |

electronically at ht.tp:‘llcb‘le:rl;(.gi‘.segt}:_l’e.waﬁs. .

3For further information, cont
City Clerk at 6848344, P

RESOLUTION NO¥3093

;A RESOLUTION éfﬁrmir"lﬂt.ﬁ:?(iit iy
' Department’s use of an accountingjmet
ogy to be used for thenioh-monetary]
of wholesale electricity intcomp! 1
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" RESOLUTION NO ;

o AR

A RESOLUTION declaring theisupport:

of the Seattle City Council Q;g&'";:‘a’_sgia"gelo Ethe?

2007-Seattle School Districts?] os1L10n 1

The Building Excellencé TILiks

_and Proposition 2: The Educationd
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* B 4 P T Lo ¥

f1oN NO: 30

"RESOL

A RESOLUTION tablishinglals
‘committee of the .Seattle JEity Souncilsto |
review and make Féecommigndations relating’

to pedestrian sdfety initiativesicarried But by
‘the City. of Seattle ‘during 200;7fan 2 :
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