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CITY LIGHT REVIEW PANEL MEETING

Thursday, February 18, 2021
1:00 PM - 2:30 PM
Microsoft Teams Meeting

Proposed Agenda

[te Lead

. Welcome, Introductions (5 min.) Leon Garnett, Panel Chair
a. Introduce new Utility Technology Director and Executive Team member, Kalyana Kakani

2. Public Comment (5 min.)

3. Standing Items: (5 min.)

a. Review of agenda (Karen Reed)
b. Action: Review and approval of meeting minutes of January 28, 2021

c. Chair's Report (Leon)

d. Communications to Panel (Leigh Barreca)

e. New Review Panel member recruitment
4. IRP Progress report (30 min.) Emeka Anyanwu/Aliza Seelig
5. General Manager's update (30 min.) Debra Smith

a. Proposed 2022 rate strategy Kirsty Grainger

6. Adjourn
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Date of Meeting: January 28, 2021 | 9:30AM - 12:00PM | Meeting held via Microsoft Teams “Draft”

MEETING ATTENDANCE

Panel Members:

Names Name Name

Gail Labanara Vv | John Putz Ni Mikel Hansen

Sara Patton Vv | Anne Ayre Vv Leon Garnett v

Thomas Buchanan Scott Haskins Vv

Staff and Others:

Debra Smith v | Jen Chan Karen Reed (Consultant v
/RP Facilitator)

Kirsty Grainger V' | Mike Havnes N Emeka Anyanwu v

Julie Moore A/ Chris Ruffini A Maura Brueger Ni

Greg Shiring N Carsten Croff N Leigh Barreca v

Eric McConaghy N Alex Pedersen Kathryn Aisenberg

Craig Smith Vv | Toby Thaler N Angela Bertrand Vv

Joni Bosch (NWEC) N Chris Tantoco N

Welcome\lntroductions. Karen Reed called the meeting to order at 9:34 AM. Panel members
introduced themselves, including Anne (Annie) Ayre, the new Industrial Customer Representative on the
Panel. She resides in the City of Seattle and works for Cal Portland. SCL Staff introduced themselves.
Leigh Barreca noted that the City Council has reconfirmed John Putz for an additional three- year term.
Karen noted that Chris Mefford has resigned from the Panel due to the press of other business.

Public Comment. Joni Bosh, Northwest Energy Coalition, offered comments. She noted that the new
proposed state and federal government budgets include grant funding for clean energy and for the Low-
Income Home Energy Assistance Program (LIHEAP); she is wondering if SCL will apply for those dollars.
Joni was invited to repeat her comments again prior to Maura Brueger's presentation later in the
meeting.

Standing Items:
Review Agenda. Karen reviewed the agenda. She noted that Panel meetings have been set through July;
the schedule is in the Packet; two monthly meetings in February, March and April are scheduled in the

ramp up to submittal of the strategic plan. If they are not needed, we will cancel them.

Approval of December 14*" Meeting Minutes. Approved as submitted.

Chair’s Report. No report.

Communications to Panel. There were no Panel Communications. Leigh reaffirmed that we are looking
for three new Review Panel candidates: Suburban Franchise City (Gail will be retiring in April), Economist
(Chris Medford'’s position), and an At-Large Residential representative (unless Tom Buchanan reconnects
with us soon).
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General Manager’s Update:

There is a lot going on right now. We are in the “where there is great risk there is great opportunity”
space right now. The Review Panel member are our partners to provide input into our strategic planning
work. We think of you as our governing/advisory body to think through issues related, not just to your
Panel positions, but with regards to the community we serve.

The two 1.5% Rate Stabilization Account surcharges currently in place should be able to be repealed this
winter. However, the projected revenue requirement for 2022 suggests we would need a 7.0% rate
increase. Rather than cut rates this year and raise them much higher next year, the Utility is exploring
with the Mayor a strategy to hold rates steady in 2021, capture the revenue from the RSA surcharges, and
apply that money this year to other needs. The Utility would also legislate a 2022 rate increase of 3.9%
(excluding the BPA passthrough). The Utility expects BPA's rate increase in the fall to be lower than
budgeted. Given BPA'’s preliminary numbers this would result in a BPA passthrough that lowers City Light
rates by about 1.5%, which would translate to an effective 2022 rate increase of 2.4%.

If approved by the Mayor, SCL hopes to send legislation exchanging the RSA surcharges for a 3% rate
increase and the 3.9% 2022 rate increase forward in March.

The Rate Stabilization Account (RSA) mechanism was put in place to protect customers from
unpredictability from revenues from the wholesale market. When we do well in selling surplus power on
the wholesale market, money goes into this account. When these revenues fall short of budget, money is
withdrawn. We keep $100M in the RSA at the top end, but we have been working to reduce the targets in
that fund to better reflect the amount of net wholesale revenue we can reasonably anticipate.

Our union contract for our high-voltage electric workers has expired. This group is paid 12% less than
market rate so we anticipate a salary increase will be needed to retain these workers.

We are also concerned about our borrowing and rising debt. We want to fund 40% of our CIP with rate
revenue/60% with debt.

e Comment: It is hard to react to the rate proposal so quickly. Did you think about adding BPA to
the total to mitigate the rate increase? A: This is hot off the presses- City Light presented this to
Mayor's E-Team yesterday afternoon, so we could not share this in advance of the meeting. The
BPA rates are a different mechanism and come later in the year so we can’t address that in the
rates in March. We may need to resize the RSA, so this could be the way to do it.

Debra Smith continued: since we started Strategic Plan, we have had an average annual rate
increase of 5.5%. For 2022, a 7.0% revenue increase is needed just to cover declining load and
inflation. This proposal will help smooth rates between years. The total rate increase in 2022
would be 3.9% excluding the expected BPA passthrough and 2.4% including the expected BPA
passthrough.
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e Comment: It seems like the choice is almost rate stability over time as opposed to putting
incremental savings in the pockets of customers now. It seems like you are in a fortunate position,
though looking at the role of this committee out into 2022 there will be challenges and you will
need to identify and mitigate those. Perhaps we should defer initiatives to preserve the windfall?
What is the plan for spending the windfall if you capture the RSA surcharge savings?

e Q: What happens to the money in the RSA — what do you do with that? A: Under normal
circumstances it is considered a part of our centralized treasuring function as short term and
long-term investments.

Debra: We will send out the 2022 rate proposal details to the Panel once we get clearance from the
Mayor's office. If the Panel would like to reconvene before the 18" to discuss this, we can set that up.

Preliminary 2022-2026 Rate Path: Carsten Croff presented — presentation is in the meeting packet.

e Q: The inflation and Renewable Energy Credit (REC) growth line — where are the RECs from? A: As
our Stateline project contract is ending, we are not renewing our contract to take the power, just
to take the credits. In 2022 we have an increase in energy credits.

¢ Q: Do you see any impact from carbon pricing, or do you assume whatever happens is baked in?
A: We are shielded from that as we set a planning value. We do look at forward price and forward
forecast and make recommendations. The carbon pricing is not showing up in the forward
markets.

e Q: Are you factoring in grants or using baseline costs? A: Right now, we do not have any grants
factored in for electrification. If these are received, we will include them in our analysis.

e Q: For the budget transfers to City, does that cover all the services from the City including IT and
human resources? A: Yes. That does include these cost allocations.

At this point the Panel took a 10-minute recess.

Panel Discussion: 2022-2026 Plan Priorities. Leigh Barreca presented; presentation materials are in the
meeting packet.

e Comment: Three things came to mind as you went through this. 1) Just in looking at the Plan, it
seemed there is an opportunity provide greater recognition of the need for an increased focus on
equity. 2) COVID — what is the new normal? What are the impacts of change on our operations
and customers? 3) Service levels - To what extent are service levels changing or increasing? What
are the impacts of service levels you are having to deal with that because of vacancy rate?

e Q: How will Council use money for rent relief? How is City Light responding to this need on its
own? How is this impacting your budget? A: We talked about the need to develop a clear
narrative about what we are doing. We will do that once we get approval for our direction.
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Panel Discussion (led by Karen Reed)

Discussion Question 1: Reflecting on the events of the past year, what are your biggest
“takeaways”-- in terms of how life may change going forward, what may be more important, less
important — both generally, and as it relates to City Light?

Comment: | would like to see SCL ramp up climate change mitigation efforts.

Q: A lot of what is happening over the past year has been about inclusion and visibility. Are there
plans to engage the community in a different way, so everyone’s voice is included? A: We are
working on including more folks in our outreach efforts.

Comment: How likely are federal relief funds—seems unlikely. We should communicate the
impact of the future we anticipate in terms of money and numbers.

Comment: There is a big imponderable in terms of what happens to downtown—uwill it come
back? How? That will impact SCL.

Comment: Climate change push by the new administration should help SCL.

Q: Can you add an RSJ representative to the panel, so we have that input regularly? A: We have
an opportunity with the three openings to increase panel diversity.

Q: Are there things that SCL is doing to use city-wide work done earlier in the year? A: (Debra)
Yes. We were very involved in the City's recovery work last summer. We asked all City
departments to look at the RSJI impacts on underserved populations. The City recently an
equitable reinvestment director. All departments have been asked to really look at how to invest
their money and serve constituents. We are also reaching out to other utilities to see what they
anticipate, and we are exploring new federal funding opportunities.

Comment: Add Cyber security to the list of impact. This will be a big deal moving forward.

Q: Has city light put into place a framework for benchmarking the initiatives? A: We do quite a lot
of benchmarking, and we are putting together a plan to make sure make the data more available
to leadership and to increase its usage.

Comment: change management is a bigger deal now, both internal to the City and external
Comment: (Debra) We are looking at how our workforce change the way they work. There are
huge unanswered questions about whether people will come to work every day for example. We

are working on piloting space reduction and we think we can reduce our footprint by 25% with
continued remote work.
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Panel Discussion Question 2: Focusing on the 5 Draft Priorities — do these still resonate? Gaps?
Edits? What actions should Seattle City Light pursue?

Comment: | really like these priorities, but we need a greater Diversity, Equity Inclusion (DEI) lens
here. It is important to add. Also, what will a restored post-Covid ecosystem look like?

Comment: | agree you need to add DEl issues. Also include how energy efficiency change might
change. Electric bills might go up because people are home more which may increase desire for
energy efficiency.

Comment: Do you anticipate more interest in energy efficiency as we stay home and pay more
attention to our electric bills?

Comment: All the priorities are strong. With the focus on customers, sometimes customers are
referred to as customer-owners. To me that suggests a higher level of accountability. That is a
message to manage in the plan.

Comment: Generally, the priorities are good. It would be interesting to have a more boldness in
our plan for this year to outline a bigger picture vision. It is risky because we do not know with
certainly how the future will evolve but given what we have been through it would be nice to have
a bolder ambition.

Comment: | agree with last comment. Even with Biden coming out with the climate initiatives —
we may need to be bolder about saying that. Toot our own horn. We need to be bolder with
customer social justice.

Comment: We need to stress the electrification future we are proposing.

Comment: | tend to agree with what has been said around DEI and Environmental. As an
industrial rep, | am happy to see a focus on reliability because of the impact on customers.

Response: We understand that commercial customers really care about reliability — the impacts
are huge, and the company will pay a premium. Also, with more people working/schooling from
home we know that reliability is more important now than ever.

State and Federal Legislative Update. Maura Brueger presented, presentation (s in the meeting packet.

The Panel complimented Maura on her presentation.

Adjourn: The meeting adjourned at 12:00 noon.

Next meeting Feb 18. Possible short meeting on rate strategy will be scheduled prior to this.
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CITY LIGHT REVIEW PANEL ROSTER CONTACT LIST

Updated JAN 2021
Vacant #1 - Economist Mayor
Scott Haskins #2 - Financial Analyst City Scott.Haskins@gmail.com
Council
Sara Patton #3 — Non-Profit Energy Mayor 731 Broadway East #103
Efficiency Advocate Seattle WA 98102

Phone: (206) 372-6838
broadwaye731@comcast.net
Thomas Buchanan #4 — Residential Customer City 603 NW 75t Street

Council Seattle, WA 98117

Home Phone: (206) 285-1442
Cell: (206) 947-6832
trb73@icloud.com
clrtom@gmail.com

Mikel Hansen #5 — Commercial Customer Mayor Chief Operating Officer
Sabey Corporation

12201 Tukwila Int'l Blvd, FI. 4
Seattle, WA 98168

Phone: (206) 281-8700
MikelH@sabey.com

Anne Ayre #6 — Industrial Customer City Environmental Manager
Council CalPortland
12736 7th Avenue Northwest, Seattle,
WA 98177

Phone: 406.839.3831
anne.ayre1@gmail.com
Leon Garnett #7 — Low Income Mayor Chief Operating Officer
Customer Byrd Barr Place

722 18" Ave

Seattle, WA 98122

Phone: (206) 812-4964
Cell: (206) 659-5110
leon@byrdbarr.place

John Putz #8 — At-Large Customer City Research Scientist

Council The Energy Authority

405 114%™ Avenue SE, Suite 100
Bellevue, WA 98004
Phone: (206) 632-6522
Cell: (206) 910-5229
Johnputz3655@yahoo.com




Gail Labanara #9 — Suburban Franchise Mayor Public Works Analyst, City of Tukwila
6300 Southcenter Blvd.
Tukwila, WA 98188
Phone: 206-431-3660
gail.labanara@TukwilaWA.gov
alternate email: labanara@comcast.net
KEY CONTACTS:
Name Position Contact Information
Debra Smith SCL, General Manager & CEO (206) 684-3200

Jen Chan

SCL, Chief of Staff

(206) 684-0491

Kirsty Grainger

SCL, CFO

(206) 684-3713

Maura Brueger

SCL, Dir. Gov't & Legislative Affairs

(206) 684-3015

Leigh Barreca

SCL, Manager, Strategic Planning
& Performance

(206) 684-5072
Cell: (206) 200-4708

Eric McConaghy

Council Central Staff

(206) 615-1071

Gregory Shiring

City Budget Office

(206) 386-4085,
Cell: (206) 245-4123

Karen Reed

Facilitator/Contractor

(206) 932-5063,
Cell: (206) 948-3556
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PRESENTATION OVERVIEW
° Wwat IS SCLs IRP Progress Report

* What Issues are driving the new IRP Framework

* What this means for City Light and Seattle’s
energy directions and what comes next
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INTEGRATED RESOURCE PLANS AND PROGRESS
REPORTS

Twenty-year Resource
Plan to meet forecast
demand

State Law, 2006
Requires City Council
Approvaland Public
Hearing

Safe, Reliable, Clean,
Equitable, Lowest
Reasonable Cost

Two-year cycles (2020
Progress Report?*, Publicinvolvement
2022 IRP Update, etc))

* . .
one-time exception

All utilities with >25K
customers

o8
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2020 PLANNING LANDSCAPE

COURSE CHANGE TO PROGRESS REPORT

Significant growthinrenewable

Clean Energy energy and energy efficiency
Innovations driving future energy supply
growth

Clean Energy New Washington law with

Transformation Act

associated rules being written

COVID-19

Adverse health, environmental
justice, economicand energy
demand impacts

Electrification

Climate change concerns
transitioning choicesand
regulations in transportation and
building energy use
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DEVELOP
INPUTS AND

Q1 2021

METHODS

IDENTIFY
RESOURCE
NEEDS

Q2 2021

ANALYZE
RESOURCE
CHOICES

Integrated Resource Plan Update
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NEW ENERGY FRONTIER
REQUIRES MORE TARGETED FRAMEWORK

Resource Needs

1-937 Clean Energy

: Resource
Energy Transformation Adequac

Independence Act Act quacy

« Conservation « City Lightcloseto * Long-runsummer
investmentsdriving  greenhouse gas- energy supply risk
no load growthand  free emerges
existing 1-937 « |dentified new « Regional supply
compliance Resource Adequacy anddemand
inventory keep Metric and target changing and
compliance costs summer capacity
down deficits
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CITY LIGHT'S CURRENT RESOURCES

ENERGY RESOURCES

@ High Ross Agreement

() Diablo Dam
.. Gorge Dam

2019 POWER MIX SSEE .

Westpoint Wastewater

@® HYDRO.......cceeeen.... 84% X O South Fork Tolt

[ O Cedar Falls

(O Main Canal (CBH)

UNSPECIFIED*....... 6% ’ (Y Summer Falls (CBH)
® NUCLEAR*.............5% _ R gt)o?ﬁg';;n;m?:r;?nal (CBH)
® WIND....coovveeeee 4% ‘ Flet iyl @ O Pothales East Canal 66 (CBH)
® BIOGAS..........cce.... 1% _ @ Stateline Wind Project
TOTAL ....ccccenvvee... 200% CT;’;L%QL"S@

*City Light does not have coal or natural gas resources in its power supply portfolio. It does
make market purchases to balance or match its loads and resources. These purchases, along
with market purchases made by Bonneville Power Administration (BPA), may incidentally
include coal or natural gas resources, which are assigned to the utility. Any emissions
associated with unspecified market purchases are offset through our greenhouse gas (GHG)
neutrality policy.

**This fuel represents a portion of the power purchased from BPA. Lucky Peak O
ucky Pea

OREGON

@ Owned Hydro
® Treaty Rights From British Columbia

@ Long-Term Hydro Contracts
(CBH is the Columbia Basin Hydropower)

Other Long-Term Contracts

@) Seattle City Light




NEW FRAMEWORK POINTS TO SUMMER PRESSURES
CITY LIGHT "EXPECTED” SUPPLY AND DEMAND

* Resource Adequacy 2021
assures we have
sufficient supply to o \/\
serve loads across a o
wide range of
COnditiOnS Jan Feb Mar Apr Mayzo;: Ju Aug Sep Oct Nov Dec
* Energy constrained for
consecutive hours .
when hydro runs low %
* Changing regional
power supply requires  mesus me = oms e mmamonmncsconensionran

new focus
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TARGETING FUTURE RESOURCE
CHOICES FOR VALUE

° Conservatlon meets half of our future
energy needs-- may not be enough

* City Light is working with customers
to add new clean fuels (wind and
sun) to meet their needs

* Past IRPs concluded BPA preference
power meets City Light goals — that
has not changed

* Electrification and Demand Response
may emerge to increase the value of
our clean energy
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PREPARING FOR THE 2022 IRP
ACTION PLAN PRIORITIES AND CITY COUNCIL INVOLVEMENT

2022 -2027 Strategic Plan (Summer 2021)

2022 Conservation Potential Assessment (Jan 1, 2022)

Aligning City CETA Clean Energy Implementation Plan (Jan 1, 2022)

Lig ht Plans 2022 Integrated Resource Plan (Sept 1, 2022)

Transportation Electrification Strategic Investment Plan (adopted)
Transmission and Distribution System Plans (ongoing)

—— Resource Adequacy Needs Updates
= IRP Analysis Adding Resource Choices to Study
Electrification and Climate Change Scenarios

. Environmental Justice Communities Centric
Public Input/ Language Access
Outreach Defining Resilience
m\ Customer and Customer Choices
Regional Transmission Development

) Regional Resource Adequacy Programs
Collaboration Future Bonneville Contract

Public review / City Council 2021 approval
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PREPARING FOR THE 2022 IRP

COVID-19 AND ELECTRIFICATION IMPACTS

Retail Load Forecasts

1100
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= 2020 Forecast with COVID and
1040
" Electrification
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THE NEW ENERGY FRONTIER
ADAPTING TO CONSTANT CHANGE

* Stable and fair
rates

* Flexible and
adaptable plans

* Environmental
justice

* Well informed
and involved
customer owners
and public

"jﬁ Seattle City Light




THANK YOU TO OUR IRP TECHNICAL ADVISORS

* Brian Fadie, Northwest * John Fazio, NW Power &

Energy Coalition Conservation Council
* Elizabeth Osborne, NW * Mike Ruby, Envirometrics
Power & Conservation .
. ° Paul Munz, Bonneville
Councll

Power Administration

Joanne Ho, Consultant * Steve Gelb, Emerald Cities

* Joni Bosh, Northwest

Energy Coalition * Wesley Lauer, Seattle

University
* Jeremy Park, University of
Washington
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MISSION
Seattle City Light provides our customers affordable, reliable and environmentally
responsible energy services.

VISION
Create a shared energy future by partnering with our customers to meet their
energy needs in whatever way they choose.

VALUES:
@ Customers First

) Environmental Stewardship

@ Equitable Community Connections
Operational and Financial Excellence
e Safe and Engaged Employees

";ﬂﬁ Seattle City Light
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Overview

Clean energy policies are driving changes in regional supply and demand —
and the biggest influences on this 2020 Integrated Resource Plan Progress
Report are continued growth in renewable resources as well as energy
efficiency, which are fast becoming centric to our energy future. As the costs
of utility-scale solar and wind energy become less expensive, existing fossil

fuels are being replaced with cleaner energy fuels.

This is a game changer.

Although recovery of a post-pandemic economy is still to be
determined, technology innovations never took a break, and they
are moving quickly — unleashing new opportunities for customer
choice and participation in designing the future of our industry.
Those choices, however, coupled with the rapid evolution in thinking
about electrification, requires a similar focus on environmental equity
and rate designs that don’t leave vulnerable populations behind. In
January 2020, Seattle Mayor Jenny Durkan signed an executive order
committing the City to expedite Climate Action plans and reiterating
the Seattle City Council’s August 2019 resolution supporting a
Green New Deal for Seattle. City Light’s work ahead will focus on
eliminating fossil fuels in the service area and improving outcomes
for communities that have disproportionately shouldered the weight
of environmental injustice.

G seattte City Light

As Seattle City Light continues to invest in energy efficiency,
renewable resources, and grid modernization, it will partner with
customers to track loads, demand response opportunities, and
distributed energy resources to shift and better spread loads
throughout the day. (Demand response is a change in the power
consumption of an electric utility customer to better match the
demand for power with the supply). Internet technology and
advanced metering enable customers to have smarter homes and
businesses, with more flexibility to control loads and help the grid
adapt to the continued changes over the next few decades. These
utility and customer relationship changes must be done without
backing off the strong commitment made this past summer to
address and reverse the effect of decades of racial and social
inequities disproportionately borne by our environmental justice
communities, which includes Black, Indigenous, and people of color
as well as immigrants, refugees, persons experiencing low incomes,
English language learners, youth, and seniors.
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City Light is creating a smart and instructive dashboard in its
Integrated Resource Plan (IRP) framework with more targeted
information to enable consumers to lower overall emissions, reduce
environmental impacts, and increase fairness and equity while
maintaining affordability. The goal is to create more overall value in
personal and city energy use and energy efficiency.

City Light has been a consistent voice for generating electricity

with clean renewable resources, promoting energy efficiency with
our customers, and reducing the need to build or acquire costly
new power generation. Since 2005, City Light has been greenhouse
gas neutral — the first electric utility in the nation to achieve that
distinction. Seattle’s new homes are among the most energy
efficient in the country. Our long-term emphasis on greenhouse gas

neutrality has resulted in City Light being as high as 98% carbon free.

The steps to keep City Light as a forerunner in cleaner energy have
many components. Determining the kinds of fuels (hydro, wind,
solar, etc.) City Light will use to meet its customers’ demands is an
ongoing challenge. The path to owning, producing, and purchasing
energy is filled with federal, state, and local regulations, some still in
the making.

The job of the IRP is a complex one: determining what resources
should support our energy use. There are myriad factors that go
into completing an IRP and recommending changes to the resource
portfolio. Many of them are brand new and more detailed than

G seattte City Light

ever before: a groundbreaking new Clean Energy Transformation
Act with an ongoing rule-making process, and new priorities for
transportation electrification and decarbonization. There are newly
released and evolving studies about changing weather patterns and
their effects on water flows, upon which hydropower operations

as well as fish and wildlife depend. Each day brings continuous
improvements in wind, solar, thermal, and pumped storage. Batteries
that are beyond what was imagined just last year are on the market.
Plus, there is increasing regional cooperation in managing power
resources, so the region can better share in overall energy efficiency.
However, constant market shifts and this unusually fast-breaking
recession are bringing new economic realities and making for
uncertain timelines. All these factors have come together in the
midst of a nine-month pandemic, the impacts of which are still
uncertain.

City Light determined that producing a comprehensive resource
study for a long-range IRP now would be inconclusive. Therefore, we
sought and received permission from the Washington Department
of Commerce to change course; recognizing the limited validity of
completing and presenting a full IRP now, which would have limited
durability and use in the future. Instead, we turned our attention to
building a solid analytic foundation for the 2022 IRP, ensuring future
resource adequacy with better evaluation of resource choices.
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IRP Legal Requirements

Washington law (RCW 19.280) requires all electric utilities
with over 25,000 customers to develop comprehensive
resource plans that identify strategies to meet their
customers’ electricity needs in the short and long term.
Seattle City Light is required to file an Integrated Resource
Plan, which is either a Progress Report due every two years
or an updated Integrated Resource Plan due every four
years. Progress Reports reflect changing conditions and the
progress of Integrated Resource Plans, whereas Integrated
Resource Plans are comprehensive resource plans that
explain the mix of generation and demand-side resources
the utility plans to use to meet their customers' electricity
needs over the period covered in the plan. Our change in
course means that City Light last produced a full Integrated
Resource Plan in 2016. We prepared an Integrated Resource
Plan Progress Report in 2018. With this exception due to
emergent factors in 2020, City Light will next produce a
comprehensive Integrated Resource Plan in 2022.

2020 Progress Report:
The New Energy Frontier

City Light has entered a New Energy Frontier, where even a pandemic
could not stop the many concurrent changes that are affecting how
we all will adapt to the changing reliance on renewable energy.

Fleets throughout our metropolitan region are rapidly electrifying,
residential customers will be asked to use advanced metering
systems to strategically plan their energy usage throughout the day,
and we are focusing more on providing energy efficiency programs
and benefits to disadvantaged communities.

G seattte City Light

The main priority for our resource planning this past year has been to
find a new and better framework for determining which resources are
best for City Light’s customer-owners. We are committed to making
these choices in a more customer-centric manner.

The primary catalyst for the change in course is Washington’s Clean
Energy Transformation Act (CETA), passed by the legislature in 20109.
It is the most significant mandate to-date addressing how we will
reduce greenhouse gas emissions while transitioning to renewable
energy resources. New regulations enforcing its provisions are being
written and are expected to go into effect in 2021. The new rules
will change decades of reliance on fossil fuels, replacing them with
renewable resources and distributed energy resources. The benefits
of energy efficiency allow City Light to offer programs that save
energy so that new, more costly resource acquisitions and generation
are not necessary. In addition, new tools like demand response and
battery storage will fill voids where hydropower and new renewable
energy sources cannot.

Today’s Progress Report also introduces a new framework
incorporating resource adequacy. With the increasing renewable
resource markets growing more competitive, City Light can rely on
short-term market purchases to fill customer demand, with an overall
energy supply that is greenhouse gas neutral and as high as 98%
greenhouse gas free — for at least the next five years.

New Framework

As City Light began our 2020 integrated resource planning efforts,
we quickly saw efforts across the region and the energy economy
that would reduce greenhouse gas emissions faster than outlined

in the 2018 IRP Progress Report. We determined that new resource
choices, investments in energy efficiency, renewable generation and
demand response would emerge as important resource choices for
the future. We made a commitment to stakeholders to expand our
evaluation of energy efficiency resources to include the added value
and benefits of each option. Additionally, as the new requirements of
the CETA were being written, City Light focused on testing reliability
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metrics used in the electric utility industry to find a metric well-
matched to a flexible hydropower utility like City Light.

The new framework we developed will better answer the question of
how much of each energy resource we need to meet demands each
year. Previously, potential energy shortages were tracked only in the
winter months when peak seasonal loads required large amounts of
energy. The new framework provides evidence that summer months
need to be tracked, as water supply resources may be stressed if water
levels drop. The utility may need to maintain higher-level water for
fish runs, recreational needs, and unseasonably long periods of high
temperatures, meaning we must find other means to meet demand.

New Directions to Cleaner Seattle Power Mixes

The 2020 IRP Progress Report shows City Light’s power supply is
built on a robust hydropower portfolio that will meet our power
supply needs for several years to come. City Light’s existing short-
and long-term plans include new investments in energy conservation
while continuing to evaluate investments in new renewable energy.

But resource adequacy priorities are changing. Summer emerges

as the primary season to watch for the possibility of needing new
resource adequacy investments. A proposed new Northwest Power
Pool Resource Adequacy Program has the promise of helping the
region create a more transparent, dependable, affordable, and clean
generating mix.

G seattte City Light

We identified another new tracking need: gauging how City Light’s
hydropower resources would respond to adding variable renewable
energy resources to the mix across all hours. We also developed more
metrics to help determine if advising customers to change their own
energy patterns can save energy and costs. Most customers now have
advanced meters, which will allow them to track their energy use.

With solar and wind growing as a significant share of the power
supply, Seattle must start planning for greater uncertainty in
wholesale market supply conditions throughout the year, due to

the variability in production of hydro, solar, and wind. New studies
also will help produce more in-depth water resource and operations
information, identifying the hours when City Light might change
hydropower operations to better meet local and regional goals of
reducing greenhouse gas emissions.

Perhaps the largest addition to this 2020 Progress Report is a

new scientific standard on how City Light gauges hydro resource
adequacy so that we can better prepare for when hydro runs low, as
in the late summer. Both wind and solar energy supplies are more
available in the summer months. The research and testing of our
metrics referred to as the “new framework’ have spurred changes in
when, how much, and how often we chart hydro supply and energy
needs. Ongoing energy complexity meets new technology to deliver
both a pathway to conserving more water when it runs low in late
summer and meeting new energy need with contracts for solar and
wind, which are more abundant in summer.

2020 INTEGRATED RESOURCE PLAN PROGRESS REPORT | PAGE 5



As City Light forges ahead in creating our 2022 IRP, we will align
information from our 2022 Conservation Potential Assessment, new
Transportation Electrification Strategic Investment Plan, and other
electrification work to inform Seattle’s future power mix.

Premises for the 2022
Integrated Resource Plan

Conservation investments continue to outpace growth in
customers’ use of power. Conservation investment remains the first
and best resource choice as the most environmentally responsible
way to meet growing energy demands, resource adequacy, and 100%
carbon-free regulations. It also provides a low-cost way to meet the
Washington Energy Independence Act requirements.

City Light expects to add new clean fuels (wind and sun) to our
power mix, starting with customer programs. New alternative
renewable energy investments through customer-centric programs
and utility choices reduce City Light’s market reliance and help City
Light customers achieve their goals to reduce their carbon footprint.

Cost should not be the only consideration when picking an
alternative energy resource. The IRP framework shows comparing
resources on cost alone will not lead to the most value. A higher-cost
energy efficiency resource path that provides reductions in power
use at the right time must be considered for all its merits. The IRP
analysis shows that increasing spending on energy efficiency could
provide additional value by reducing City Light’s Bonneville Power
Administration (BPA) purchases now.

New power supply costs are declining, but caution should be
taken, as adding too much new renewable power generation
too soon could add costs to customer bills. Most new utility-scale
clean power supply, customer solar generation, energy efficiency,
and demand reduction options continue to decrease in price. Use of
these products has increased due to tax incentives, rigorous energy
efficiency codes and standards, net metering policy, and renewable
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portfolio standards. This has created a viable market for these new
technologies and has led to faster installation. However, what works
today may not endure through the life of the project, which is usually
about 30 years due to the speed of technology change. Lower-cost
customer demand response options and energy storage options
such as batteries could be on the horizon. Future IRPs are likely to
see expanded use of these technologies because they can provide
important targeted reductions in power use.

Transmission and distribution investments will be needed to
support 100% greenhouse gas-free power and electrification.
Regional and local cooperation will be important to deliver
increasing amounts of renewable power supplies. City Light’s analysis
projects possible limitations in delivering that power without changes
in transmission policy or new investments. Going forward, regional
and local discussions about alternatives to new electric power

lines, which power lines are necessary to build, and how to pay for
investments will be as important as evaluating power supply options.

Past IRPs concluded BPA preference power meets City Light
goals — that has not changed. Going forward, the Progress Report
continues to rely on the BPA contract beyond 2028 to keep City
Light’s power supply dependable. BPA provides over 40% of City
Light’s power supply, and a future contract is expected to provide
clean energy to meet demand during the winter and provide
supplemental summer power when we have the highest energy
needs. The analysis also shows that City Light is steadily reducing our
BPA purchases and saving money now because of our investments
in conservation. Our future use of BPA will be influenced by our

load growth, BPA’s available power supply and viability of reliable
alternatives. City Light expects to engage BPA during the lead up

to the new regional cooperation contract to ensure availability of
products and contract structure that support the emerging needs of
our utility, and the region as a whole.

Work continues to mitigate the impacts of climate change.

Through policies supporting energy conservation, renewable energy,
and greenhouse gas neutrality as well as rigorous building codes,
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the City of Seattle and City Light have been leaders. City Light is
well-prepared to address the new greenhouse gas neutral and
greenhouse gas free mandates of the CETA. The 2020 IRP analysis
finds City Light today is close to a 100% greenhouse gas-free
standard with 91% to 99% carbon-free energy. Additional renewable
energy and City Light’s newly adopted Transportation Electrification
Strategic Investment Plan will further support carbon neutrality

and advance City Light’s ability to meet Seattle’s Green New Deal
objectives.

Customer-centric energy efficiency programs have been the
go-to resource for the last decade, keeping electricity demand
stable even with the region’s economic growth. The New Energy
Frontier and innovative technology are opening new opportunities
for customers to help reduce the need for utility-scale investment
and keep costs down. The utility’s challenge is to teach our
customers about their own energy consumption and how to help us
reduce greenhouse gas emissions. We look forward to the day when
customers know this information just like they know the cost of a
latte or a tank of gas.

Key Definitions

Resource Adequacy refers to having sufficient resources, generation, energy efficiency, storage, and demand-side resources to

serve loads across a wide range of conditions.

Resource Needs translate local, state, and federal regulations into defined minimum or maximum thresholds for having a
certain type and amount of resources to meet demand or a portion of demand.

Resource Choices refers to the kinds of programs and fuels chosen to meet demand, like energy efficiency (conservation),
alternative energy like wind and solar, renewable energy, fossil fuels, storage and battery capacity, hydro and others.

Demand Response is a change in the power consumption of an electric utility customer to better match the demand for power

with the supply.

G seattte City Light
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Planning A Cleaner Energy Future

As part of the IRP process, City Light identifies supply needs for the next 20
years based on the ability of existing supply to meet future forecast demand,
regulatory requirements, and uncertainty in supply and demand. Resource
choices must correspond to City Light’s goals of reliability, affordability,

and environmentally responsible service. We must forecast and define our
resource adequacy — having sufficient resources to serve loads across a
wide range of conditions — and clean energy needs.

The selection of future portfolios meets requirements such as City
Light’s current standards for greenhouse gas neutrality, Initiative

“Resource choices must correspond

937 mandates (Washington State Energy Independence Act) and to Clty nght)S gOG[S Of rellabtltty,
the Washington State Clean Energy Transformation Act (SB5116) P .

requirements. The following table highlights the legislative goals foO"dabll‘ty and enwronmentauy
of these major policies enacted to combat climate change. In all responsible service. "

cases there are alternative compliance mechanisms to prevent
intolerable cost increases. These mechanisms include provisions

for no load growth and capping costs at a percentage of all capital
and operating expenditures we must make to provide service to our
customers (revenue requirement).
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Clean Energy Transformation Act (2019)

« All cost-effective and feasible conservation

« 2026 — No coal

« 2030 — 100% greenhouse gas neutral; at least 80% renewable and non-
emitting resources

« 2045 — 100% greenhouse gas free with renewable and non-emitting resources

Energy Independence Act “I-937” (2006)

« All cost-effective conservation
« 2020 — 15% renewable generation (excludes hydro)

Seattle City Light Carbon Neutrality (2000)

« Greenhouse gas neutral
« Load growth met with cost-effective conservation and new renewable energy
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1-937 Energy Independence Act 2006

In 2006, Washington voters approved Initiative 937 (1-937), which requires
major utilities to invest in all cost-effective energy efficiency measures
and sets targets for adding Northwest renewable energy as a percentage
of load. Eligible renewable resources include water, wind, solar energy,
geothermal energy, landfill gas, wave, ocean or tidal power, gas for
sewage treatment plants, bio-diesel fuel, and biomass energy. In 2020,
the target increased to 15% of load. This target does not increase beyond
the current level.

The law also includes provisions to keep costs affordable for utilities.
Today, City Light can comply under the “no load growth” option. This
option is available when a utility’s weather-adjusted load average did
not increase over the previous three years. In choosing this compliance
option, City Light is required to demonstrate that we invested at least
one percent of our total annual retail revenue requirement that year on
eligible renewable resources.

SCL I-937 Inventory Cost
—SCL I-937 Load Growth

SCL I-937 1% Retail Revenue Requirement
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$35,000,000 - 0.0%
;\5
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[}
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s $20,000,000 - -3.0% S
£ z
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City Light’s Progress Report finds that our continued investment in

the current conservation path from the 2020 Conservation Potential
Assessment delays load growth until 2033. With our current inventory

of eligible renewable resources, we do not project adding renewable
resources for I-937 compliance until 2031. In the chart below, the black
line represents the measurement of load growth. In 2030, the black line
shows that City Light will be measuring half a percentage of load decline.
The 2030 orange bar shows that City Light’s eligible renewable resource
expenditures are over $15 million. The 2030 green bar shows the one
percent of revenue requirement threshold is just over $10 million dollars.
This indicates City Light's one-year cost for renewable resources is about
1.5%, exceeding the 1% threshold for costs.

Clean Energy Transformation Act 2019

The Clean Energy Transformation Act (CETA) provides electric
utilities in Washington a clear mandate to phase out greenhouse

gas emissions. CETA requires utilities eliminate the use of coal-fired
resources after Dec. 31, 2025. Additionally, all electricity sold to
customers must be greenhouse gas neutral starting Jan. 1, 2030, and
greenhouse gas free by 2045. To be greenhouse gas neutral, a utility
must supply at least 80% of its load with a combination of renewable
and non-emitting resources. Utilities may use alternative compliance
options during the greenhouse gas neutral period for no more than
20% of load.

CETA establishes that a utility must incorporate a social cost

of greenhouse gases in making resource decisions. CETA sets

a minimum cost that a utility must use from a technical study
published in August 2016 by the Interagency Working Group on
Social Cost of Greenhouse Gases, United States Government. A
utility is allowed to use a higher cost if it can establish a reasonable
basis for doing so. City Light will use the social cost of greenhouse
gases when evaluating conservation programs, developing IRPs,
and evaluating mid- to long-term resource options during resource
acquisition.
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The social cost of greenhouse gases represents the monetized
damages associated with an incremental increase in carbon
emissions in a given year. This cost is expected to increase over time
as future emissions are expected to produce larger, incremental
damages in response to climate change. The table below shows the

costs being used.

Social Cost of

For CETA, emissions

Year Greenhouse Gases fall into two categories:
oy known sources and
2020 $75 unknown sources.
2025 $83 City Light's sources
2030 $89 of emissions are
2035 $95 unknown; they come
2040 $102 from wholesale market
2045 $108 transactions where the
2050 $115 delivered power source

is not always identified.

In our IRP analysis, City Light has implemented CETA rules by adding
the social cost of greenhouse gases as a penalty to market purchases
in months that City Light has a deficit. Additionally, City Light
assumes that 3% of its BPA power deliveries are from unspecified
market purchases, which is consistent with a recent historical
average.

To calculate the penalty, City Light uses the CETA default emission
rate for unspecified electricity, which is 0.437 metric tons of carbon
dioxide equivalent per megawatt hour. City Light assumes this rate is
constant through all future years studied.

City Light conducted a review of our existing supply portfolio

and current 2020 Conservation Potential Assessment plans. Even
without new resources, we find City Light can achieve 91% to 99%
greenhouse gas neutrality across the anticipated range of hydro and
temperature conditions we expect to experience.

G seattte City Light

The next chart shows the projected distribution of our greenhouse
gas-free generation as a percentage of customer load. To better
understand the chart, focus in on 2025, which has the largest tails.
On the right tail of the distribution, the chart shows that under some
conditions, City Light can be close to 100% greenhouse gas free.

On the left tail, the chart shows that there is a condition, although
unlikely, of coming in at 86% greenhouse gas free. The height of the
blue shaded area indicates the frequency of the distribution. In 2025,
under most conditions, City Light expects to be between 96% to 98%
greenhouse gas free.

Estimated Distribution of CETA Greenhouse — Gas — Free Generation
Mo Mew Supply Resources and Current Conservation Path
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Our Existing Resources

The cornerstone of City Light’s energy is hydropower: a clean,
renewable resource that has always been the region’s most reliable,
affordable, and climate—friendly power source. City Light prioritizes
environmentally responsible hydropower operations. Our power mix
starts with our Skagit and Boundary hydropower projects on the
Skagit and Pend Oreille Rivers, which in 2019 provided 40% of the
power customers use today. The remainder comes from long-term
contracts with the BPA and from other renewable sources. Purchases
from the wholesale market fill the gaps when City Light’s and BPA’s
water levels are low.

Since 2005, City Light has been greenhouse gas neutral,

demonstrating commitment to mitigation of carbon emissions.
If short-term energy needs require purchase from the wholesale
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markets, there may be fossil fuel resources like natural gas or coal

in the purchase. To be true to our commitment, City Light purchases
emission offsets, which are reductions in emissions in one place
that can be used to compensate for emissions elsewhere. Offsets
are usually denominated in metric tons of reduced emissions or
megawatt hours of renewable energy.

2019 POWER MIX

@ HYDRO ...oovvvurereeee 84%
UNSPECIFIED" ....... 6%

® NUCLEAR™......c.... 5%

® WIND.....cocvrrurercrne 4%

® BIOGAS.........ccveeee 1%
TOTAL wcovverenerresnene 100%

*City Light does not have coal or natural gas resources in its power supply portfolio. It does
make market purchases to balance or match its loads and resources. These purchases, along
with market purchases made by Bonnevilie Power Administration (BPA), may incldentally
include coal or natural gas resources, which are assigned to the utility. Any emissions
associated with unspecified market purchases are offset through our greenhouse gas (GHG)
neutrality policy.

**This fuel represents a portion of the power purchased from BPA,
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Determining Load

Energy efficiency programs encourage customers to use power
more efficiently and allow the utility to defer the acquisition of
expensive new resources, including those that negatively affect
the environment. Integral to developing the IRP, energy efficiency
programs will help City Light maintain our status as a greenhouse
gas neutral utility, support the City’s environmental and climate
change policy goals, and meet the requirements of I-937.

For example, the average City Light residential customer today uses
less than 8,000 kilowatt hours of electricity per year, compared to
over 10,000 kilowatt hours per year in 2000.

The 2019 retail load forecast (most recent available for the IRP)

is expected to decline from 1,026 aMW (average megawatts) in
2020 to 999 aMW in 2040, or by about 0.1% per year over the

next 20 years, after accounting for the impacts of energy efficiency
programs and a softening Seattle economy with slower growth

in future commercial square footage. There is, however, slight
growth after the first 10 years, as energy efficiency tapers off and
transportation electrification ramps up. City Light worked with King
County Metro and the Washington State Ferries to reflect their
electrification plans in this forecast.

City Light is completing a new load forecast that will be part
of the 2022 IRP. We have the difficult task of identifying how
load will change and for how long as a result of the pandemic-
induced recession. City Light’'s annual 2020 retail load is
expected to end the year 4% lower than forecasted in 2019.

Load and energy efficiency programs impact City Light’s BPA power
contract deliveries. As load declines, City Light receives less BPA
power. The ability to add energy efficiency creates a choice for City
Light that gives us some control over how much BPA power we
receive. It is a complex but important relationship. As electrification
grows, City Light’s customers will use more of our existing surplus
energy. Demand side choices of energy efficiency (and potential
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demand response) will allow City Light to get the highest and best
use of our energy supply and the wholesale market.

Resource Adequacy

Resource Adequacy (RA) refers to having sufficient resources,
generation, energy efficiency, storage, and demand-side resources
to serve loads across a wide range of conditions. City Light reviews a
wide range of water and demand conditions to determine whether
it has sufficient resources. In our 2018 IRP, City Light conducted an
RA Assessment using an established winter-focused metric, and
determined we had no need for new supply resource additions to
meet resource adequacy for 20 years.

In gearing up for the New Energy Frontier, City Light is transforming
our future to accommodate increases in solar and wind energy.

We have updated our RA research to track all hours of the year for
stressed circumstances that might prompt resource additions.

City Light’s new RA study adopted a “Loss of Load Event” (LOLEV)
resource adequacy metric, which measures the frequency of deficit
events. City Light selected this metric because it better evaluates
energy limitations that City Light could experience and identifies the
value of resources such as battery storage and demand response.

City Light defines the duration and magnitude of a deficit event

as greater than four hours and more than 200 megawatts (MW)

per hour once a day, respectively. This means that deficit events of
less than four hours and 200 MW per hour, or up to 800 megawatt
hours once a day, can be easily covered by City Light’s hydropower
flexibility and are not considered an event. City Light also established
a LOLEV standard of RA that means events cannot occur more than
two times every 10 years for the months January, July, August, and
December in order to stay within our portfolio resource adequacy.
This standard yields the same RA needs as the previous winter metric
but introduces summer RA needs. City Light’s research and analysis
identified these four critical months for setting RA targets based on
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the concurrence of risks for City Light and the region that should be
monitored into the future.

For its regional assessment, City Light relies upon the Northwest
Power and Conservation Council (NW Council). NW Council’s most
recent study (October 2019) and our own analysis show concurrent
regional and City Light RA risks occur in December, January, and
August. The most likely changes to risk are for calendar year 2024

or later. The regional analysis also describes capacity shortfalls or
shorter duration events whereas City Light’s risks occur when the
region still has available energy surplus. City Light’s hydropower
flexibility and capacity surpluses can leverage regional energy
surpluses to fill voids. Additionally, anticipated new regional energy
resources can reduce energy shortage risks when fossil fuel plants
close. City Light decided to add July and August for its study because
of the variability of water levels we can experience during July and
the dry and restricted operating conditions we have in August.
Additionally, climate change can exacerbate the severity of low water
conditions in the summer; this will be well-monitored along with all
months.

City Light also reviewed to what extent wholesale market reliance

could be used as a backup in these critical months. City Light’s
analysis studied multiple years and determined that for the long-

Resource Adequacy

term, market reliance of about 200 MW is appropriate for short-term
market purchases. However, we concluded that any projected energy
shortages can be covered by City Light’s hydro flexibility and our
mid-term and short-term purchases following our wholesale hedging
practices before 2026. City Light will continue to monitor regional
markets for energy shortfalls that could lead City Light to change its
LOLEV standards or market reliance levels.

City Light translates this RA information into a target amount of
energy we need each month to meet the energy standard. With
these guidelines and our new models, the utility stays ahead of its
worst case scenarios by tracking where and when there may be
shortages, so we are prepared for stressful conditions.

The following table shows the targets City Light’s analysis established
for near-term and long-term RA, assuming our existing conservation
path from the 2020 Conservation Potential Assessment. In 2021, City
Light will update this study with a new demand forecast and evaluate
its market reliance in preparation for the next Conservation Potential
Assessment. City Light will also continue to monitor regional market
conditions.

Energy Need 2022 2024 2026 2030 2034 2038 2040
(Average Megawatts)

December 27 38 13 20 5 3 10
January = = - - - -
July 156 134 137 146 159 165 177
August 39 25 113 122 147 146 161
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2020 INTEGRATED RESOURCE PLAN PROGRESS REPORT | PAGE 14



Resource Choices

City Light’s new approach matches new resource choices to both

the region’s and our own RA deficits across the different months.
The analysis targets resource choices that complement City Light’s
existing resource mix and changing demand. It better informs about
the capability of City Light’s hydro fleet to respond to variability in
generation from wind and solar resources, and to changes in demand
from weather. Monthly RA targets allow City Light to select resources
based on their contributions to the most critical time periods.

These next two charts show how each type of resource contributes
relative to a measure of the maximum amount of output the
resource can produce. As an example, the first blue bar shows that
for Gorge Wind, the reliable contribution to RA is about 8 aMW

of energy for every 25 MW of capacity. The green bar for “Behind
the Meter Solar” produces what may be viewed as an unexpected
result. It shows negative impacts in January and December because
solar resources installed by customers (i.e., “behind the meter”)
have the same impact as energy efficiency by reducing City Light’s
load. Load reductions decrease the amount of BPA power that City
Light receives. In the winter, the reduction in BPA is greater than the
decrease in load.
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The next chart shows how City Light’s conservation programs
contribute to RA. The blue bar, representing commercial energy
efficiency, shows that it adds 10 aMW for every 25 aMW increase in
energy efficiency in July.
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Resources also gain additional benefits for being able to supply
energy in periods when wholesale market prices are higher and
helping City Light shape our hydro to market conditions. This year
with new RA modeling and the addition of summer months changing
resource needs, the IRP moves into a phase of evaluating whether
our past resource choices will continue to prevail or if new options
are in order.

For the 2020 IRP, City Light opted to focus on resource choices that
were examined in the 2018 IRP to test the new framework. Some
differences included the additions of behind-the-meter commercial
solar, expanded review of energy efficiency, and the omission of
natural gas-fueled power plants.
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The resource choices studied are:

> 360 different energy efficiency combinations

> 360 different BPA purchase levels to correspond with the
desired energy efficiency path

> Southeastern OR Solar

> Eastern WA Solar

> Gorge Wind

> Montana Wind

> Commercial Customer Behind the Meter Solar

> Wholesale Market Reliance

No fossil fuel resources, such as natural gas simple-cycle plants,
“peakers,” or combined cycle plants, were considered. We
acknowledge that market reliance is a source of greenhouse gases
for City Light. This CETA-required assessment compares the value
of renewable resources to market reliance and its impact to the
environment.

Other resource choices that may increase reliability and lower cost
are demand response (customers respond to a request by the utility
to reduce their demand), and customer-owned and utility-scale
storage resources (e.g., batteries, pumped storage hydro, and
compressed air storage).

As the scale of wind and solar energy generation surpasses fossil

generation, hydro flexibility may not be sufficient to take care of all
deficit hours, and new storage may be the best current option to fill
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in that gap. City Light’s 2022 IRP will focus on these technologies to
add more resource adequacy at lower cost. Other renewable energy
technologies that may play a role are geothermal, landfill gas, and
biomass energy, if higher-cost resources are needed.

Resource Choices through the New Framework

> The new framework shows increased and more targeted energy
efficiency could be beneficial.

> Solar is becoming an appealing resource for City Light but
has potential drawbacks like lack of resource diversity due to the
significant solar growth that is happening across the West.

> Gorge Wind is like solar because it provides more energy in
the summer. With a different generation pattern than solar, it is
anticipated to have even more value as solar power becomes
saturated in the West.

> Montana Wind is more expensive than Gorge Wind and solar. It
appears to be one of the most promising wind supply resources if
resource needs increase in the winter from a large growth in electric
vehicles and heating loads. However, delivering Montana Wind may
prove challenging without regional investment in new transmission

capacities.
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The following chart shows the results of the analysis of 360
conservation paths. The gray shaded area identifies combinations
of conservation programs (other paths) that are different from the
approved 2020 Conservation Potential Assessment and result in
lower cost for City Light with more savings. The 2020 approved path

is indicated by the yellow dot. City Light will review and update

these findings when we conduct our 2022 Conservation Potential
Assessment. City Light will also include a Demand Response Potential
and Customer-Installed Solar Potential assessment, the former of
which is now explicitly required by CETA.
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through updating older buildings.

City Light will be evaluating both new demand response programs
and new large customer renewable energy tariff offerings to

The cornerstone of City Light's energy

complement programs for residential and commercial solar as well —85% Of the power mix in 2019 --
as adding more community outreach/proposed partnerships for new 's hvd . [ bl
and existing energy services and plans. For our existing resources, (s Y I’O'DOWQI’. a clean, renewaole
City Light’s efforts include steps for relicensing the Skagit River resource that has G[WGyS been the
Hydroelectric Project, BPA engagement for a post-2028 contract, and . .

leadership in efforts to develop organized regional market concepts regwon's most rellable, affordable

and collaborate on regional resource adequacy. and climate frlendly resource.
City Light’s intends to determine what roadblocks exist and what

options need more research. All City Light performance objectives

call for buy-in from both internal and external stakeholders and

the public to conduct transparent evaluation of the alternatives,

including those that result in more equitable outcomes for customers

at reasonable costs and risks.
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Next Steps: Building the 2022
Integrated Resource Plan

Today, the forecasts show that City Light’s energy supply benefits
from continued investment in customer energy efficiency programs,
which enable our hydropower dams to support more alternative
energy sources. We forecast that our energy supply is as high as
98% greenhouse gas free with long-standing and intensive focus on
energy efficiency programs and procuring long-term energy supply
from only clean and renewable sources.

City Light’s work begins with gathering inputs, stakeholder and
public engagement, ensuring alignment with plans for clean energy
services, and more study, research, and analysis.

The steps include:

1. An updated demand forecast that reflects trends from the
pandemic and City Light’s Transportation Electrification
Strategic Investment Plan.

2. Refinements to City Light’s framework following the first
complete and adopted set of CETA rules.

3. More insight into current renewable resource costs and
delivery possibilities as City Light completes its first Renewable
Resources Request for Proposals that will support a large
customer renewable energy program.

G seattte City Light

Continued engagement with stakeholders and the public to
gather input along the way.

Final review of new NW Council and Northwest Power Pool
Resource Adequacy data to update our RA market reliance
study in the second quarter of 2021.

Refined Conservation and Demand Response Potential
Assessments focused on what City Light can do to target
demand-side resources to be even more complementary with
our hydro resources.

New research into how customer-owned generation, demand
response, and storage resources fit into the plan.
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2022 IRP Work Plan

Integrated Resource Plans are ambitious undertakings that must lock in inputs early while at the same time support and align with other
consequential activities. The work is to develop a resource strategy that aligns with City Light’s new Transportation Electrification Strategic
Investment Plan and the 2022 Conservation and Demand Response Potential Assessment, and that considers the potential for building
electrification — all while exploring options for other distributed resources such as battery storage and additional “behind the meter” solar.
The work will prioritize identifying racial, social, and economic equity metrics. City Light will evaluate new climate change research but may
be limited in the range of information that we can include in time for producing a 2022 IRP.

The following chart shows a high-level timeline with connection points between interrelated processes, important milestones and statutory
deadlines, including required City Council engagement and desired stakeholder and public engagement. Stakeholder and public input will
inform and improve City Light’s recommendations. City Light endeavors to build an ambitious, customer-centric plan that brings affordability
and better outcomes for those in our communities who have shouldered the weight of climate change.

2022 IRP Analysis Timeline

Demand Forecast & Scenarios

Electrification Scenario Inputs

Conservation Potential Assessment/ CETA Implementation Plan
Climate Change/Other Emerging Data Review

Renewable Request for Proposals- Large customer

CETA Equity Metrics/ Dashboard

Develop Inputs, Methods and Policy Goals

Stakeholder/ Public meetings- Inputs/Policy Choices

Identify Resource Needs

Stakeholder/Public Meetings- Resoure Needs and CETA Targets
Define Alternative Resource Plans

Stakeholder/Public Meetings - Resource Targets & CETA Plan -
Finalize IRP Report and Revise 10 Year Clean Energy Action Plan s

Stakeholder/Public Meetings- Clean Energy Action Plan - -

Submit IRP Legislation >

IRP City Council Approval 8 Public Hearing -

2022 Integrated Resource Plan Statuatory Deadline <

SRTORIVED

Lt Stakeholder/ City State
Legend Process to Alignwith | 2022 IRP Public - Council - Milestone A Statutory *

IRP Activity Meeting Activity Deadline
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The 4-Year and 10-Year Long Range Plans

In accordance with the CETA, City Light will prepare two new

plans. By Jan. 1, 2022, City Light will complete its first four-year
Clean Energy Compliance Plan, required by CETA, to explain the
steps City Light is taking between 2022 and 2026 to comply with
CETA. Additionally, as part of the 2022 IRP, City Light will prepare

a 10-year Clean Energy Action Plan. The Clean Energy Action Plan
will benefit from new research as part of CETA to be better able to
stress equitable access to clean energy and the benefits provided

by same. It will examine supply and demand, and articulate choices
City Light must make to ensure environmentally responsible, reliable,
and affordable energy paths. These plans will have the benefit

of a thorough and open approach to new ideas, technological
innovations, regional cooperation, and the best minds of the region.
They will expand on the foundations of the 2020 Progress Report and
test plans.

City Light’s Progress Report identifies a potential resource adequacy
need that could be filled with the addition of more renewable
energy and energy efficiency and fewer BPA resources. Therefore,
the 2022 IRP will study this potential need and determine what
solutions can address it, if needed. The chart below shows that by
2026, approximately 100 aMW of additional renewable energy would
fill a resource adequacy void. Aligning new research in 2021, about

G seattte City Light

the impacts of COVID, electrification potential, and Regional RA
studies will help us determine whether these long-term resources
are required for RA. City Light will also include demand response
and battery storage options to see how these options can increase
reliability and potentially lower costs.

New Renewables 2026 <I>

New Renewables 2040 I
Energy Efficiency 2026 <I>

Energy Efficiency 2040 <I>

BPA 2026

BPA 2040 <I>

0 100 200 300 400 500
Energy (aMW)

Resource Options
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City Light’s other action plans to support the advancement
of safe, reliable, affordable, and environmentally responsible
energy services include:

Existing Resources and Enhancing Market Practices

> Ensure a well-functioning wholesale market that can enforce
the provisions and rules of CETA with continued engagement
in the Carbon Markets Workgroup in 2021. (two-year action).

> Sponsor and complete a proposed design for a Resource
Adequacy Program with Northwest Power Pool members,
increasing electric system reliability and affordability
by pooling supply and demand to assist during stressed
conditions.

> Relicense the Skagit River Hydroelectric Project by April 2025
and the South Fork Tolt Hydroelectric Project by 2027.

> Advocate for the US delegation to negotiate a new Columbia
River Treaty seeking a fair distribution of benefits from treaty
storage and operations.

> Collaborate in 2021 with the public power community and
BPA on a post-2028 BPA contract, with a proposed
final contract in late 2025 for a new contract starting Oct. 1,
2028.

Equitable Distribution of Energy and Non-Energy Benefits

> Prepare and review the City of Seattle’s Racial Equity Toolkit
with internal and external stakeholders. Use the toolkit to
inform measures of social equity in the IRP process.

> Build a new team to identify impacted populations and
develop metrics to track the distribution of the benefits of
CETA.

> Launch a new public engagement campaign prioritizing
impacted communities.

Resource Acquisition
> Implement a demand response program pilot, and update
City Light’s large commercial solar tariff by 2022.
> Early in 2021, conduct a Request for Proposals process
for renewable energy to support a large customer renewable

G seattte City Light

>

>

energy program that would deliver new renewable energy to
those customers in 2024.

Develop a tariff and rate for the new large customer
renewable energy program.

Investigate future BPA product options.

Modeling and Analysis

>

>

Update and refine modeling of clean energy policies in City
Light’s electric power price forecast.

Include transportation and building electrification scenarios
being developed by a separate City-wide electrification study
process.

Coordinate consistent inputs for evaluation of demand side
resource potential at the distribution system level.

Endeavor to include climate change sensitivity in the 2022
IRP with a plan to fully examine climate change in the

2024 IRP.

10-Year Clean Energy Action Plan/CETA compliance/ I-937
Compliance

>

>
>

Complete, before Jan. 1, 2022, a conservation and demand
response potential assessment that provides targets for I-937
and the CETA compliance.

Identify resource adequacy metrics and targets.

Identify the use of social cost of greenhouse gas in the
analysis.

Develop metrics to understand impacts on vulnerable
communities.

Include how City Light will ensure coal is not included in our
portfolio.

Include how City Light plans to meet 2030 to 2045
greenhouse gas neutrality.

Identify any transmission limitations preventing an affordable
CETA compliance.
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Partnering in Public Engagement When you talk with people about our energy future, these
are the kinds of questions that will help us start the greater

conversation:

City Light will be tasked with building its 10-year plan toward a
greenhouse gas-free future, which will include valuable public input,
Stakeholder Advisory Committee discussions, use of technology to >
make public engagement more convenient, and simpler information >
on how we can all access cleaner energy options and prepare for the
future in (hopefully) a pandemic-free environment.

Are you considering changes in the fuels you use? Why?

Where do you go for information about your energy use

today?

> What information will help you understand more about your

own energy use?

Are you taking steps to be resilient to power outages?

How do you feel you are being impacted by climate change?

Have you been impacted by service interruptions in the past

year? How did they disrupt your life?

> What suggestions do you have for City Light to help low-
income and vulnerable customers?

> Do you want to be part of planning for our future energy

Plans call for the public to help contribute to a cleaner environment,
not just in helping City Light make resource choices but making
energy benefits more equitable for all.

Y vy

In working with the Mayor and City Council, City Light wants to
invite innovative new partnerships to help inspire our customers to
become more active in creating a clean energy future. We want to
support them in our mutual goals for a more sustainable and socially supply? )
equitable future. By arming the public with basic information about > What can we do to get you to be involved?
City Light’s existing supply and the types of resource choices ahead,
everyone can be a conduit to a shared understanding and an active
player toward a better quality of life.

Our energy future will directly influence everyone’s lives. Help us get
ready.

Ask them to join the efforts by emailing us at SCLIRP@seattle.gov
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2022 Rate Strategy Update for the City Light Review Panel
February 18, 2021

As we shared with you at our meeting January 28, City Light is working on a strategy that would legislate
two rate increases:
o 3.0% effective April 1, 2021 which would replace two expiring 1.5% Rate Stabilization
Account (RSA) surcharges.
e 3.9% effective January 1, 2022.

This strategy capitalizes on an opportunity presented by the upcoming removal of RSA surcharges
to provide smooth customer bills, minimize a necessary 2022 rate increase, and keep rate increases in
line with inflation. There would be no increase to customer bill size in 2021 under this strategy.

Last week we received approval from the Mayor to proceed, and we are working on legislation which
will be presented to City Council at the March 17, 2021 Transportation & Utilities Committee meeting.

See the PowerPoint (which was provided to the Mayor) for more information.

Background on the RSA/Rate Proposal

In response to the pandemic, City Light suspended its strategic planning process and did not include a
projected 3.6% rate increase in the 2021 budget. The 0% increase was balanced by taking one-time
reductions that included $30 million in O&M and deferring $73 million in capital work.

Pandemic recovery has been slower than anticipated in the 2021 budget and SCL faces significant
financial challenges: declining retail sales exacerbated by COVID (approximately 4% loss of load), bill
non-payment ($23 million, 300% of prior years), and insufficient staff separations to achieve vacancy
target (currently 9% of targeted 12%). Further, Local 77 wages are currently 10% lower than wages
offered by neighboring utilities for certain skilled trades and the City is developing parameters to initiate
wage bargaining in the coming weeks. This market adjustment represents a substantial labor cost to
absorb in future budgets. These factors create financial pressures and risks in 2021 and beyond that
require both immediate action and longer-term solutions.

City Light has developed a multi-pronged policy strategy to ensure future rate increases are at or below
inflation and to create financial capacity for future investments in electrification and grid modernization.
A part of this overall strategy is this time-sensitive revenue opportunity to replace expiring surcharges
with a permanent base rate increase. Due to strong revenues from wholesale surplus electricity sales in
2020, two 1.5% RSA rate surcharges are now expected to end in February and May 2021, so immediate
action is necessary.

This approach provides ongoing funding to address financial needs with minimal impacts to customer
bills. It fulfills our commitment to hold bills steady in 2021 and delivers the 3.9% 2022 rate increase
approved by the Review Panel, Mayor and Council in 2018, the last time a strategic plan was brought
forward.

Implementing the 3.0% increase also provides $19 million in incremental 2021 revenues above what was
budgeted. This one-time funding will be used to support diversity initiatives for skilled trades, for grant
matching for electrification and grid modernization, or for emergency funding to support customers
behind on their SCL bills. The best use of these funds is still under discussion.



RSA/RATE STRATEGY

PRESENTATION FOR MAYOR DURKAN
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MULTI-PRONGED POLICY STRATEGY

FINANCIAL NEEDS

* RSA surcharge/rate legislation to provide 1. Absorb labor and
o Customer rate/bill stability o epete materials inflation

o Revenue for ongoing financial needs

2. Fund electrification

o Incremental one-time 2021 revenue including grant matching

3. Support customers behind

* Negotiate and pay skilled trade market wages on their bills

4. RSJ initiatives including

* Tools to right-size for long-term affordability Igi\ézr:‘apr;ng S prEEESil 2

o EDI, smaller organization .

5. Restore vegetation
management, employee

development

o Workforce transformation
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RETAIL SALES OUTLOOK HINGES ON ECONOMIC RECOVERY &
ELECTRIFICATION
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WHEN WILL COMMERCIAL DEMAND COME BACK?

Assembly (4%)
Data Center (9%)
Hospital (7%)

Lodging (3%)

Office (32%)
% Share of Commercial Load (Bubble Size)
Other Commercial (22%) |
Restaurant (3%) Q

Retail (8%) g Q

School K-12 (2%) O

University (10%5 m

25% -20% -15% -10% 5% 0%
COVID Reduction to Baseline (%)
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PROPOSED 2021-2022 RATE STRATEGY

Base RSA BPA Net
Increase  Surcharge Passthrough Change
Jan-20 5.4% 5.4%
~$19M in
incremental
2021 revenue Jan-21 0.0% 0.0%
Feb-21 1.5% -1.5% 0.0%
May-21 1.5% -1.5% 0.0%
Jan-22 3.9% -1.5%* 2.4%

Ordinance would
legislate these changes

*estimate, actual amount will depend on BPA rate effective Oct 1, 2021

@ Seattle City Light

2.4% impact on rates
that a customer
would see on their bill

For a typical residential
customer, 2.4% is a monthly
increase of $1.80, $0.72 with

UDP discount



EXAMPLE RESIDENTIAL CUSTOMER BILL IMPACTS

Jan 2022 w/ BPA

ScL Bill Jan 2021 Feb 2021 May 2021 Jan 2022 Passthrough
per  $90
Month BILL TOTAL $79.76
$80 $76.77 $76.77 $76.77
I —— —
$70
$60
S50
WITH UDP
$40 DISCOUNT
$30.71
$30 =
axis is
truncated for
scale M Base Rate First RSA surcharge @ m Second RSA surcharge % BPA Credit
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COMPARE STRATEGIC PLAN RATE INCREASES

2019 2020 2021 2022 2023 2024 2025 2026 AVG

Strategic Plan published in 2018 58% 54% 36% 3.9% 4.0% 4.2% 4.5%
Strategic Plan shelved in spring 2020 36% 39% 4.0% 40% 24% 2.6% 34%
Strategic Plan new draft as of Jan 2021 39% 38% 38% 3.0% 3.0% 3.5%

*
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TIMELINE AND NEXT STEPS

* ASAP: Transmit an ordinance to implement rate changes discussed today.

* March 2021: Council adoption of ordinance, targeting March 17 committee meeting.

* April 1, 2021: Implement 3.0% rate increase and end RSA surcharges (no change to billed rates).
* May 2021: Brief E-Team on Strategic Plan and five-year rate plan.

* June 2021: Transmit Resolution to adopt the 2022-2026 Strategic Plan and five-year rate plan.

* October 2021: Bonneville Power Administration (BPA) announces new rates, SCL computes BPA rate passthrough.
(We predict the passthrough will be a 1.5% rate decrease for SCL customers, implemented January 1, 2022. )

* January 1, 2022: Implement rate increase. (3.9% legislated - 1.5% BPA passthrough = 2.4% effective)
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MISSION

Seattle City Light provides our
customers with affordable,
reliable, and environmentally
responsible energy services.

VISION

Create a shared energy future by
partnering with our customers
to meet their energy needs
in whatever way they choose.
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