11-29-10
04:59 PM

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of California-American Water
Company (U210W), California Water Service
Company (U60W), Golden State Water Company RULEMAKING 10-09-017
(U133W), Park Water Company (U314W) and (Filed September 20, 2010)
Apple Valley Ranchos Water Company (U346W)

to Modifiy D.08-02-036, D.08-06-002, D.08-08-030,
D.08-09-026, D.08-11-023, D.09-05-005,
D.09-07-021, and D.10-06-038 regarding the
Amortization of WRAM-related Accounts.

PREHEARING CONFERENCE STATEMENT
OF APPLE VALLEY RANCHOS WATER COMPANY (U-346-W)

Edward N. Jackson

Representative

Director of Revenue Requirements
Park Water Company

9750 Washburn Road

P. O. Box 7002

Downey, CA 90241

Phone: (562) 923-0711

Fax: (562) 861-5902

E-mail: ed.jackson@parkwater.com

November 29, 2010



TABLE OF CONTENTS

L INTRODUCTION ..ottt
II. RESPONSE TO QUESTIONS ..ottt
I1I. CONCLUSION ...ttt



Application of California-American Water
Company (U210W), California Water Service
Company (U60W), Golden State Water Company RULEMAKING 10-09-017
(U133W), Park Water Company (U314W) and (Filed September 20, 2010)
Apple Valley Ranchos Water Company (U346W)

to Modifiy D.08-02-036, D.08-06-002, D.08-08-030,
D.08-09-026, D.08-11-023, D.09-05-005,
D.09-07-021, and D.10-06-038 regarding the
Amortization of WRAM-related Accounts.

PREHEARING CONFERENCE STATEMENT
OF APPLE VALLEY RANCHOS WATER COMPANY (U-346-W)

L. INTRODUCTION

Pursuant to Rule 7.2 of the Commission’s Rules of Practice and Procedure and the
November 22, 2010 Administrative Law Judge’s Ruling Setting a Prehearing Conference and
Requesting Additional Information (“Ruling”), Apple Valley Ranchos Water Company (U-346-
W) (“AVR”) respectfully submits this Prehearing Conference Statement.

AVR provides the information requested in the Ruling as follows:

II. RESPONSE TO QUESTIONS
(1) Each utility should prepare a table, in a format similar to the table at page 18 of the

application, that provides the following information columns for each water district with
an authorized Water Revenue Adjustment mechanism and Modified Cost Balancing
Account (WRAM/MCBA):

(a) The current quantity charge rate

(b) 2009 WRAM/MCBA Balance

(c) Estimated 2010 WRAM/MCBA Balance

(d) Estimated 2011 Surcharges under existing authorization

(e) Estimated 2011 Surcharges under proposed changes



Response:

Please see the attached table.

(2) I would also like each party to address the Financial Accounting Standards Board’s
Exposure Draft (ED) on proposed updates to revenue Recognition (Topic 605) which was
issued June 24, 2010 with comments due October 22, 2010. I enclose Edison Electric
Institute’s October 22, 2010 comments and draw your attention to EEI’s statement on
page 2 that “We believe the guidance currently included in ASC 980 Regulated
Industries, related to the accounting for alternative revenue program should not be

eliminated as proposed in the ED.”

Response:

The water utilities’ application that requests a reduction in the recovery period for balances
tracked in the Water Revenue Adjustment Mechanism and Modified Cost Balancing Account
(“WRAM/MCBA”) and the Edison Electric Institute’s (“EEI””) October 22, 2010 comments on
the Financial Accounting Standards Board’s (“FASB”) Exposure Draft (“ED”), are

complimentary as they seek the same result.

The water utilities’ application requests that the Commission allow a reduction in the recovery
period of the WRAM/MCBA balance so that the utilities can record the net revenues in the same
financial statement period as being tracked by the WRAM/MCBA. ASC 980 provides guidance
regarding the recording of Alternative Revenue Arrangements (“ARA”) — the WRAM/MCBA is
categorized as an ARA. One of the guidelines in ASC 980 pertains to when the amounts of an
ARA can be recorded on a company’s financial statements. This guidance indicates that if the
recovery period is 24 months or less from the date of the financial statements the
WRAM/MCBA amounts being tracked can be recorded on the current year financial statements;
whereas, if the recovery period exceeds 24 months these amounts are recorded in a future year

financial statement.

AVR’s understanding is that California regulated electric utilities have a recovery period of 1

year; therefore, the 24 month rule in ASC 980 is moot for California electric companies.
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However, should the International Financial Reporting Standards not include a standard
consistent with ASC 980 then all utilities will be unable to record on their current financial
statements the revenue impact of regulatory accounts. Therefore, when EEI states (page 2) “the
guidance currently in ASC 980, Regulated Industries, related to the accounting for alternative
revenue programs should not be eliminated as proposed in the ED, EEI wants to avoid electric
utilities being unable to record the revenue impact of regulatory accounts on their current
financial statements. This is the exact result that the water utilities are seeking to avoid and why

the application was filed.

The convergence of U.S. and International Financial Reporting Standards is not a foregone
conclusion. The Securities and Exchange Commission (“SEC”) intends to make a decision in
2011. Furthermore, the requirement is not expected to be required until 2015 or 2016. Itis
critical to note that any such decision will not apply to AVR as it is not regulated by the SEC
because it is not a publicly traded company. Therefore, AVR expects to be reporting under U.S.
Reporting Standards.

III. CONCLUSION
For the reasons set forth above, AVR respectfully requests that the Commission adopt AVR’s

position with respect to the issues discussed in the comments above.



Dated November 29, 2010 at Downey, CA.

Respectfully Submitted,

APPLE VALLEY RANCHOS WATER COMPANY

/s/ Edward N. Jackson
EDWARD N. JACKSON

Representative

Director of Revenue Requirements
Park Water Company

9750 Washburn Road

P.O. Box 7002

Downey, CA 90241
562.923.0711, ext 1212
ed.jackson@parkwater.com
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STATEMENT OF APPLE VALLEY RANCHOS WATER COMPANY (U-346-W) by

electronic mail or Federal Express delivery on the Service List for A.10-09-017 below:

By Electronic Mail:

ed.jackson@parkwater.com
leigh@parkwater.com
kswitzer@gswater.com
aly@cpuc.ca.gov
tsmegal(@calwater.com
dstephen@amwater.com
jgaron@gswater.com
robert.maclean@amwater.com
davidmorse9@gmail.com
cmw(@cpuc.ca.gov
lwa@cpuc.ca.gov

By Federal Express:

Christine M. Walwyn

California Public Utilities Commission
Division of Administrative Law Judges
505 Van Ness Avenue

San Francisco, CA 94102-3214

Executed this 29" day of November 2010, at Downey, California.

/s/ Ellen M. Zimbalist
Ellen M. Zimbalist
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