DRAFT

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
I.D.# 6911
ENERGY DIVISION RESOLUTION E-4116
September 20, 2007

RESOLUTION

Resolution E-4116. Pursuant to the Governor’s Executive Order S-
09-07 resulting from the Angora fire in the South Lake Tahoe area
to mitigate the potential threat to public health, safety, and
property. Requires Sierra Pacific Power Company (Sierra) to
cooperate with the appropriate California, federal, and local
governmental agencies to take all reasonable and necessary
actions to implement the applicable provisions of the Executive
Order by removing dead or dying trees and vegetation that could
impact its power lines within its rights of way, and comply with
existing vegetation clearance statutes, regulations, and ordinances
within the Angora fire perimeter. Sierra is authorized to record
costs related to these activities in its Catastrophic Event
Memorandum Account and should maintain appropriate
documentation of its expenditures and justification of its actions
taken to implement the applicable provisions of the Executive
Order.

SUMMARY

Sierra shall take necessary actions to implement the directives of the
Governor’s Executive Order S-09-07, and may record costs related to these
activities in its Catastrophic Event Memorandum Account (CEMA).

This Resolution orders Sierra Pacific Power Company (Sierra) to take all
reasonable and necessary actions to implement the applicable provisions of the
Governor’s Executive Order S-09-07, dated July 2, 2007. Sierra is directed to
cooperate with the California Department of Forestry and Fire Protection (CDF)
and other appropriate California, federal, and local governmental agencies to
ensure to the extent reasonable and possible that all dead or dying trees and
vegetation are cleared from its rights of way in the perimeter of the Angora fire.

291081 1



Resolution E- 4116 DRAFT September 20, 2007
Sierra /egl

These actions are necessary to mitigate the potential threat to human health and
safety and public property in the aftermath of the Angora fire.

Sierra is authorized to record in its Catastrophic Event Memorandum Account
(CEMA), the costs it incurs associated with the actions it takes pursuant to the
Governor’s Executive Order S-09-07 and this resolution. Costs recorded to the
CEMA shall be reviewed in a formal Commission proceeding prior to their
recovery in rates.

BACKGROUND

The Angora fire in the South Lake Tahoe area began on June 24, 2007, and was
fully contained by July 2, 2007.

The Angora wildfire burned a total of approximately 3,100 acres and destroyed
254 homes and 67 commercial structures. Additionally, 35 residences were
damaged. By proclamation dated June 25, 2007, Lieutenant Governor John
Garamendi, acting on behalf of Governor Schwarzenegger, proclaimed a state of
emergency to exist in El Dorado County due to the damage caused by the
Angora wildfire in the South Lake Tahoe area. On July 5, 2007, at the request of
the Governor, the Federal Government Office of Disaster Assistance declared El
Dorado County as well as the neighboring counties including Alpine, Amador,
and Placer Counties as disaster areas. In addition, a State of Emergency was
declared by El Dorado County and a Fire Management Assistance Grant was
declared by the Federal Emergency Management Agency (FEMA) on June 24,
2007 and June 25, 2007, respectively.

On July 2, 2007, the Governor issued Executive Order S-09-07 directing state
agencies to mitigate the effects of the fire.

The Executive Order requested “that the Public Utilities Commission direct
utility companies with transmission lines in the established perimeter of the
Angora Fire to ensure that all dead and dying trees and vegetation are
completely cleared from their utility right-of-ways to mitigate the potential threat
to human health and safety and public property.”
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DISCUSSION

Sierra shall ensure compliance with the applicable provisions of the
Governor’s Executive Order.

Sierra shall take all reasonable and necessary actions to implement the applicable
provisions of the Governor’s Executive Order S-09-07, dated July 2, 2007, and all
applicable statutes, regulations, and local ordinances regarding vegetation
clearance from its power lines and facilities.

We direct Sierra to cooperate with the California Department of Forestry and Fire
Protection (CDF) and other appropriate California, federal, and local
governmental agencies, the California Tahoe Conservancy, and local land
homeowners. To the extent reasonable and possible, Sierra shall remove those
trees and vegetation in utility rights of way that are dead or dying and that may
fall or contact the utility’s power lines or facilities within the designated zones of
the Angora fire perimeter in the South Lake Tahoe area of Sierra’s service
territory.

Even though the Governor’s proclamation directly addresses only transmission
lines, Sierra has an existing obligation under our General Orders (G.O.) to
remove trees as necessary from electric distribution lines, in order to ensure
reliable service and public protection. As stated in Rule 35 of G.O. 95, “When a
utility has actual knowledge, obtained either through normal operating practices or
notification to the utility, dead, rotten and diseased trees or portions, thereof, that
overhang or lean toward and may fall into a span, should be removed.” Sierra informed
Energy Division staff that it has only electric distribution lines and facilities in
the affected areas. Sierra is therefore directed to address tree removal and
vegetation management for its electric distribution lines and facilities in the
South Lake Tahoe area of Sierra’s California service territory.

This resolution and its ensuing orders are not subject to CEQA review.

Because of the declared State of Emergency in the designated counties, this
resolution and its ensuing orders are not subject to CEQA review, in accordance
with Public Resources Code (PRC) Sections 21080 and 21172. As defined in the
PRC Section 21060.0 and the CEQA Guidelines Section 15359, an Emergency is
defined as, “... a sudden, unexpected occurrence, involving a clear and imminent
danger, demanding immediate action to prevent or mitigate loss of, or damage
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to, life, health, property, or essential public services. Emergency includes such
occurrences as fire, flood, earthquake, or other soil or geologic movements, as
well as such occurrences as riot, accident, or sabotage.”

Under the declared State of Emergency, Sierra can invoke its Catastrophic
Event Memo Account (CEMA).

In accordance with Resolution E-3238 and the associated Sierra tariff sheets
(Preliminary Statement, Section 12A), Sierra notified the CPUC on July 25, 2007
that it is using the CEMA to record the costs associated with the restoration of
service following the Angora wildfire in the South Lake Tahoe area that began on
June 24, 2007.

The Angora fire had a significant impact on Sierra’s electric distribution lines
and facilities in the affected areas.

In its July 25, 2007 letter to the CPUC, Sierra indicated that the Angora fire
destroyed and damaged its electric distribution facilities in the South Lake Tahoe
area of Sierra’s California service territory.

According to Sierra, the fire disrupted service to approximately 1,023 customers.
In order to restore service, Sierra stated its crews replaced approximately 73
power poles and 31 transformers along with about 15,000 feet of electric wire. In
addition, Sierra had to remove approximately 100 dead and dying trees along
with vegetation from Sierra’s rights of way in the burned area in order to restore
electric service.

Sierra has indicated that its preliminary estimate of costs to restore service to
its customers is approximately $650,000 to $750,000.

The damage that occurred to Sierra’s electric distribution lines and facilities are
estimated by Sierra to be approximately $650,000 to $750,000. Sierra informed
the CPUC that at this time, it has only removed those dead or diseased trees
necessary to restore immediate service to its electric customers. As a result of the
Angora fire, and in compliance with the Governor’s Executive Order S-09-07,
Sierra will be required to remove a significantly larger number of dead or dying
trees on either side of its restored power lines.
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Sierra has stated in its July 25, 2007, letter to the CPUC that it is working closely
with the U.S. Forest Service, California Tahoe Conservancy, and local
landowners in order to mitigate the total cost to Sierra’s electric service
customers.

Sierra is authorized to record costs related to the Angora fire to the CEMA
effective June 24, 2007.

Costs recorded to the CEMA are only those costs incurred after the start of a
declared disaster or state of emergency. Since the Angora wildfire started on
June 24, 2007, and declared a disaster by FEMA on this same date, Sierra is
authorized to record its costs related to the Angora fire to the CEMA effective
June 24, 2007.

Sierra is authorized to record in its CEMA the costs associated with the
restoration of service to its customers during and immediately following the
Angora wildfire, as well as the ensuing additional costs to comply with the
applicable provisions of the Governor’s Executive Order S-09-07 and this
resolution.

Recovery of the amounts recorded in Sierra’s CEMA shall be addressed in a
separate application or part of its next General Rate Case.

In its letter to the CPUC on July 25, 2007 invoking the CEMA, Sierra stated its
intention to file for cost recovery in a separate application or as part of its next
General Rate Case (GRC), which Sierra expects to be filed in the second quarter
of 2008. We authorize Sierra to request recovery of the amounts recorded in its

CEMA related to the Angora fire in a separate application or as part of its next
GRC.

Sierra should maintain appropriate documentation of expenditures and
justification of actions taken, which are subject to reasonableness review, to
comply with the applicable provisions of the Governor’s Executive Order.

When the Commission conducts its review of the expenditures booked into the
CEMA accounts in accordance with this resolution, we will ensure that Sierra
recovers only those funds used for activities that are above and beyond its pre-
existing tree trimming and vegetation management obligations as specified by
the Commission.
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This resolution does not address cost recovery.
This resolution does not prejudge what costs associated with Sierra’s efforts to

comply with the Governor’s Executive Order S-09-07 the Commission may
subsequently authorize Sierra to recover in rates.

COMMENTS

Public Utilities Code section 311(g)(1) provides that this resolution must be
served on all parties and subject to at least 30 days public review and comment
prior to a vote of the Commission. Accordingly, a draft resolution was issued to
all parties for public review and comment no later than 30 days prior to being
considered by the Commission.

FINDINGS

1. The Angora fire in the South Lake Tahoe area began on June 24, 2007, and
was fully contained by July 2, 2007.

2. OnJuly 2, 2007, the Governor issued Executive Order S-09-07 directing state
agencies to mitigate the effects of the fire.

3. This resolution directs Sierra Pacific Power Company (Sierra), in cooperation
with the CDF and other appropriate California, federal, and local
governmental agencies, to take all reasonable and necessary actions to
implement the applicable provisions of the Governor’s Executive Order S-09-
07.

4. Sierra should ensure compliance with existing vegetation clearance statutes,
regulations, and ordinances within the Angora fire designated zones in the
South Lake Tahoe area of Sierra’s California service territory.

5. This resolution and its ensuing orders are not subject to environmental
review under CEQA’s emergency categorical exemption.

6. Under the declared State of Emergency, Sierra can invoke its CEMA for fund
accounting and to comply with its CEMA tariff requirements.
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7. The Angora fire had a significant impact on Sierra’s electric distribution lines
and facilities in the affected areas.

8. Sierra is authorized to record costs related to the Angora fire to the CEMA
effective June 24, 2007.

9. Sierra is authorized to record in its CEMA the costs associated with the
restoration of service to its customers as well as the ensuing additional costs
to comply with the applicable provisions of the Governor’s Executive Order
S-09-07 and this resolution.

10. Recovery of the amounts recorded in Sierra’s CEMA shall be addressed in a
separate application or part of its next General Rate Case.

11. Sierra is not requesting any cost recovery at this time.

12. This resolution does not prejudge what costs recorded in the CEMA the
Commission will authorize Sierra to recover in rates.

THEREFORE IT IS ORDERED THAT:

1. Sierra, in cooperation with the CDF and other appropriate California,
federal, and local governmental agencies shall take all reasonable and
necessary actions to implement the applicable provisions of the Governor’s
Executive Order S-09-07 by removing to the extent reasonable and possible
all dead or dying trees and vegetation that could impact its power lines
within its rights of way, and to ensure compliance with existing vegetation
clearance statutes, regulations, and ordinances within the Angora fire
perimeter.

2. Sierra is authorized to record costs related to the Angora fire to the CEMA
effective June 24, 2007.

3. Sierra is authorized to record in its CEMA the costs associated with the
restoration of service to its customers as well as the ensuing additional
costs to comply with the applicable provisions of the Governor’s Executive
Order S-09-07 and this resolution.

4. Sierra shall maintain appropriate documentation of expenditures and
justification of actions taken, which are subject to reasonableness review,
to implement the applicable provisions of the Governor’s Executive Order
S-09-07 and appropriate enhanced activities to comply with existing
vegetation clearance statutes, regulations, and ordinances.
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5. Recovery of the amounts recorded in Sierra’s CEMA associated with the
Angora fire shall be addressed in a separate application or as part of its
next General Rate Case expected to be filed in the Spring of 2008.

This Resolution is effective today.
I certify that the foregoing resolution was duly introduced, passed and adopted

at a conference of the Public Utilities Commission of the State of California held
on September 20, 2007; the following Commissioners voting favorably thereon:

Paul Clanon
Executive Director
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STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, covernor
PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

August 17, 2007
Commission Meeting Date: September 20, 2007
LD. # 6911

To: Sierra Pacific Power Company and other interested
parties.

Enclosed is draft Resolution E-4116 of the Energy
Division. It would require Sierra Pacific Power
Company (Sierra) to take all reasonable and necessary
actions to implement the applicable provisions of the
Governor’s Executive Order S-09-07, which resulted
from the Angora fire in the South Lake Tahoe area. It
also proposes to authorize Sierra to record costs related
to the Angora fire to its CEMA.

The draft Resolution will be on the agenda at the
September 20, 2007 Commission meeting. The
Commission may then vote on this draft Resolution, or
it may postpone a vote until later.

When the Commission votes on a draft Resolution, it may
adopt all or part of it as written, amend, modify or set it
aside and prepare a different Resolution. Only when the
Commission acts does the Resolution become binding on the
parties.
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Parties may submit comments on the draft Resolution.

Comments, with a certificate of service, should be submitted
to:

Honesto Gatchalian

Energy Division

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102

Fax: 415-703-2200; JNJ@CPUC.CA.GOV

A copy of the comments should be submitted by electronic
mail to Eric Greene in the Energy Division at:
EG1@CPUC.CA.GOV.

Any comments on the draft Resolution must be received by
the Energy Division by September 7, 2007. Those submitting
comments must serve a copy of their comments on 1) the
entire service list attached to this letter, 2) all
Commissioners, 3) the Chief Administrative Law Judge, and
the General Counsel on the same date that the comments are
submitted to the Energy Division. Comments may be
submitted electronically.

Comments shall be limited to fifteen pages in length, and list
the recommended changes to the draft Resolution.
Comments shall focus on factual, legal or technical errors in
the proposed draft Resolution.

Replies to comments on the draft Resolution may be
submitted (i.e. received by the Energy Division) on
September 12, 2007, and shall be limited to identifying
misrepresentations of law or fact contained in the comments
of other parties. Replies shall not exceed five pages in length
and shall be served as set forth above for comments.

Late submitted comments or replies will not be considered.
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Gurbux Kahlon
Program Manager
Energy Division

Enclosures:
Certificate of Service

Service List
CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of Draft Resolution E-
4116 on all parties in these filings or their attorneys as shown on the attached list.

Dated August 17, 2007 at San Francisco, California.

Honesto Gatchalian

NOTICE

Parties should notify the Energy Division, Public Utilities
Commission, 505 Van Ness Avenue, Room 4002
San Francisco, CA 94102, of any change of address to
ensure that they continue to receive documents. You
must indicate the Resolution number on the service list
on which your name appears.
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Christopher A. Hilen, Assistant General Counsel
Sierra Pacific Power Company

6110 Neil Road

Reno, NV 89511

chilen@sppc.com

Nina Suetake, Staff Attorney

THE UTILITY REFORM NETWORK
711 Van Ness Ave.

San Francisco, CA 94102
nsuetake@turn.org

Edward G. Poole

ANDERSON & POOLE

for Western Manufactured Housing Communities Assn.
601 California St., Suite 1300

San Francisco, CA 94108

epoole@adplaw.com
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R. Mark Pocta, Program Manager
CPUC, Division of Ratepayer Advocates
505 Van Ness Ave.

San Francisco, CA 94102
rmp@cpuc.ca.gov

Jeffrey P. Gray

DAVIS WRIGHT TREMAINE LLP,
for the A-3 Customer Coalition
One Embarcadero Center, Suite 600
San Francisco, CA 94111
JeffreyGray@dwt.com



