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RSA Accounting Policy Resolution  
 

Date of this Brief  August 6, 2010 

Supersedes None 

  Phone Short Title 

Key Contacts Phil Leiber 4-4649 CFO 

 Fernando Estudillo 4-3832 General Actg Manager 

 

Council Action Required? Yes If YES, within the next 3 months? Yes 

 

Presenters (if applicable) Phil Leiber, Chief Financial Officer, Seattle City Light 

 
 

 

 

Summary Statement 

 

The proposed resolution will affirm Seattle City Light’s (SCL) use of certain standard 

accounting practices in administering the Rate Stabilization Account (RSA).  These practices are 

in accordance with generally accepted accounting principles of the United States of America.  

SCL’s independent auditors are looking for affirmation of these practices by Resolution.  

 

 

Background 

 

The Rate Stabilization Account (RSA), implemented on May 1, 2010, was established under 

Ordinance 121637 and expanded with additional parameters under Ordinance 123260. City Light 

is required by Generally Accepted Accounting Principles of the United States of America to get 

the approval of its regulator – the City Council – for the accounting treatment of deposits to and 

withdrawals from the RSA. 

 

The proposed Resolution authorizes the use of two accounting standards for revenue associated 

with the RSA account.  ASC 980-405-25-25-1 may be used to defer or recognize revenues for 

past and current RSA cash deposits and withdrawals and ASC 980-605-25-25-1-4 may be used 

for recognition of future retail revenues.  The Resolution limits the future revenues that may be 

recognized for this purpose to one complete billing cycle unless otherwise approved by City 

Council.  The accounting standards would be used in those circumstances where doing so was 

necessary for City Light to meet its debt service coverage policy established by the City Council.  

The proposed Resolution also directs City Light to send an annual affirmation letter to City 

Council, specifying the amount of revenue deferred or recognized for the fiscal year ended and 

the related recording amount of the regulatory asset or liability. 
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Key Issues 

 

 The RSA was established to reduce the need for rapid and substantial rate increases to 

comply with bond covenants.  

 Revenue fluctuations have the potential to impact SCL debt coverage requirements and 

compliance with bond covenants.  The ability to defer or recognize revenue associated 

with RSA cash deposits and withdrawals will allow SCL to manage the impact of 

revenue fluctuations such that SCL may achieve a debt service coverage ratio in 

accordance with its financial policies. 

 There are no changes in revenues as a result of the legislation.  The legislation will only 

change the timing of when the RSA revenue will be recognized as earned revenue for 

financial accounting and reporting purposes. 

 If the legislation is not implemented, it would increase the possibility that SCL would be 

unable to meet bond coverage and debt service coverage ratio requirements in a given 

year.  If SCL could not meet its required bond coverage and debt service coverage ratios, 

it is possible that SCL’s bond credit ratings would be lowered which would result in 

potential higher financing costs. 

 Annually, SCL will send an affirmation letter to City Council specifying the amount of 

revenue deferred or recognized for the fiscal year ended and the related recording amount 

for the regulatory asset or liability. 

 

Next Steps 

 

1. Brief the Energy, Technology, and Civil Rights Committee on the recommended RSA 

Resolution. 

2. Seek City Council approval of the RSA Resolution in September 2010.   

3. Implement ASC 980-405-25-25-1 for fiscal year 2010 and beyond. 

4. Implement ASC 980-605-25-25-1-4 as needed. 

5. Send affirmation to City Council specifying the amount of revenue deferred or 

recognized for fiscal year ended 2010.  

 

 














