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     Town Council Agenda Report  

 
 
Date:   January 12, 2021   Item No. 12 
 
To: Honorable Mayor and Town Council 
 
Subject:            APPROVE THE RATIFICATION OF THE EXECUTION OF A LETTER 

OF CREDIT WITH RIVER CITY BANK ON BEHALF OF APPLE 
VALLEY CHOICE ENERGY TO COMPLY WITH CALIFORNIA PUBLIC 
UTILITIES COMMISSION FINANCIAL SECURITY REQUIREMENTS 

 
From:  Douglas Robertson, Town Manager 
 
Submitted by: Sydnie Harris, Director of Finance 

Finance Department 
   
Budgeted Item:  Yes   No   N/A    

 

RECOMMENDED ACTION:   

That the Town Council approve the ratification of the execution of a Letter of Credit with 

River City Bank (RCB) on behalf of Apple Valley Choice Energy (AVCE). 

SUMMARY:   

On August 9, 2016, the Town Council adopted Ordinance No. 486 Establishing the Apple 

Valley Community Choice Aggregation (CCA) Program, AVCE. AVCE began serving 

customers in April 2017.  As a CCA, AVCE is required to meet certain state mandated 

obligations, including the posting of a Financial Security Requirement (FSR) instrument 

per the California Public Utilities Commission (CPUC) Resolution E-5059 (Resolution). 

BACKGROUND: 

In 2018, the CPUC issued Decision 18-05-022 (Decision) which established reentry fees 

and financial security requirements for CCAs.  Under the Decision, Investor Owned 

Utilities (IOUs), including Southern California Edison (SCE), were required to submit 

advice letters implementing the FSR requirements.  Those advice letters were submitted 

in August 2018; however, they were suspended by the CPUC until final implementation 

issues could be resolved.  On October 8, the CPUC adopted the Resolution finalizing the 

implementation of the IOU advice letters and setting the FSR at $ 147,000.  To date, 
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CCAs have been operating under an interim amount of $100,000, which was submitted 

to the CPUC as part of the Town of Apple Valley’s CCA registration process. 

The purpose of the FSR instrument is to cover reentry fees borne by the IOU in the event 

of a mass involuntary return of CCA customers to the IOU, such as the decertification of 

the CCA or a CCA failure.  The IOU may only withhold funds from the financial security 

instrument for unpaid administrative or procurement costs associated with the return of 

CCA customers to the IOU.  Any withholding of those funds must first be approved by the 

CPUC. 

In order to meet this requirement, California Choice Energy Authority (CalChoice) on 

behalf of AVCE and its other member agencies, worked with RCB on a form of Letter of 

Credit.  Additionally, the Resolution required that AVCE submit an Advice Letter to the 

CPUC with the FSR instrument as proof of compliance no later than December 8, 2020.  

CalChoice also worked with its legal team to draft the Advice Letter, which was submitted 

with a copy of the executed Letter of Credit.  In accordance with the Resolution, once the 

Advice Letter is submitted and compliance with the FSR is demonstrated by way of an 

attached executed Letter of Credit, the interim financial security amount of $100,000 

currently held by the CPUC will be returned to the Town. 

Initially, AVCE sought to satisfy the FSR by way of an Escrow Agreement, however the 

Resolution required that SCE have final approval of the language in the agreement.  

Negotiations with SCE on the terms of the agreement reached an impasse and a new 

security mechanism needed to be developed.  Because of the compressed timeline 

resulting from this change, and the deadline to remit the Advice Letter and security 

instrument by December 8, 2020, staff is requesting that Council ratify the execution of 

the Letter of Credit after the fact. 

FISCAL IMPACT:  

$147,000 transferred from the secured deposit account to a cash collateral account held 

at RCB in the name of the Town of Apple Valley. Once the new Financial Security 

Requirement has been satisfied, the Town will be refunded the original $100,000 Bond 

currently being held by the CPUC. 

ATTACHMENT: 

Advice Letter and Pro Forma Letter of Credit 
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