Seattle Memorandum
City Light

DATE: July 18, 2011

TO: Mayor Michael McGinn
Seattle City Council

FROM: Jorge Carrasco "}J.’:-;*-— CL&U-&-&/
SUBJECT: Financial Update — June 2011

This memo provides an analysis of Seattle City Light’s financial condition and operating results through
June 30, 2011, The attached Income Statement Analysis, which is summarized in the chart below, provides
a perspective on how City Light performed year to date in 2011 compared to the same period of the previous
year. In addition, we have provided a revised projection of City Light’s financial results through December
2011 compared to the 2011 Financial Plan. The 2011 Financial Plan is based on the revenues and expense
projections included in the adopted budget for 2011.

FINANCIAL HIGHLIGHTS
June 2011
($ millions)
Year-to-date Year End Dec. 31 Revised
Actual Forecast
Revised change from
2011 2010 Plan Forecast prior month
Retail Power Revenues( $ 3383|% 3055|% 6498|% 6660 $ 9.4
Net Wholesale Energy Sales $ 6029 2331$% 968|% 1129 $ (8.4)
(before booked-out LT purch)
Net Income $ 813 (9% 3041 % 85915 108.4 3 14.3
Cash Balances
Operating Cash $ 17908 7871% 11101 8% 155.0 S 14.8
Construction Account - Restricted $ 1700|% 1674 $ - 18 1.2 3 1.2
Rate Stabilization Account $ 974 | $ 2871% 10111 8% 116.9 3 (8.0)
Debt Coverage Ratio - - 1.80 . 200 0.11
Debt to Capitalization Ratio 64.7% 64.7% 63.3% 62.6% -0.4%

(1) Retail Power Revenues include revenues such as Green Power Program and Power Factor Charges and exclude low-income
Rate Discounts.

Net Income

As indicated in the table on this page and in the charts on the next page, net income for the period ending
June 30, 2011, was $81.3 million which results in a $50.9 million or 167.4% increase over the same time
period in 2010. This increase is explained by higher retail power revenues due to the across-the-board 4.3%
rate increase effective January 1, 2011, a 0.5% BPA pass-through effective October 1, 2010 and higher
consumption due to much colder weather than usual so far this year. Extremely wet hydro conditions in the
Pacific Northwest during the first six months of 2011 resulted in SCL’s net wholesale revenues being much
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higher year-to-date (more than $35 million) as compared to the same period last year. An offsetting effect
includes the transfer of $18.1 million to the Rate Stabilization Account (RSA) year-to-date.

YTD Net Income - June 2011 Projected Net Income at 12/31/2011
120.0 - 1209 4 1084
100.0 - 1000 - 85.9
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2011 2010 . Revised Forecast 2011 Plan

Projected net income at year-end December 31, 2011 is expected to be $108.4 million, $22.5 million or
26.2% higher than anticipated in the 2011 Plan. This increase is due to a combination of several factors.
They are: higher retail power revenues due to much colder weather year-to-date and expected economic
recovery in the second part of 2011, lower FERC land use fees and lower than expected O&M expenditures

than planned year-to-date.

Net Short-Term Wholesale Energy

YTD Net Short-Term Wholesale Sales projected Net Short-Term Wholesale Sales
(before booked-out LT purchases) at 12/31/2011
: June 2011
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The projections of net short-term wholesale energy sales change weekly due to changes in water conditions,
economic factors such as the price of natural gas, system load and the availability of surplus energy for
resale. The chart below represents the current forecast for net short-term wholesale revenues before
booked-out long-term purchases, which is expected to be $112.9 million.
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* In prior years we also showed the distribution for the financial plan in this graph. This graph now only shows the
distribution of the forecast and the RSA baseline, which is based on the 2010 RSA ordinance.

Net wholesale revenues for the month of June were $8.3 million, an increase of $2.6 million over the same
period last year. The reasons for the increase include higher surplus this year, difference in prices and the
timing of the sales (forward versus day-ahead and balance of the month).
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Retail Power Revenues
The charts that follow present selected data on year-to-date retail power revenues.
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Year-to-date retail revenues are $32.8 million higher than 2010 primarily due to the across-the-board 4.3%
rate increase effective January 1, 2011, a 0.5% BPA pass-through effective October 1, 2010 and higher
electricity consumption due to colder weather.

Average Earned Rate per MWH - YTD
June 2011
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The actual average eamned rate per MWh for both residential and nonresidential customers is different from
what was expected in the 2011 Plan due to slight differences in assumed versus actual patterns of
consumption.



SCL — June 2011 Financial Update
July 18, 2011
Page 5

Expense Data for Selected Accounts
The following chart presents year-to-date data for major components of City Light’s operating expenses
excluding wholesale power transactions.

Selected Expenses - YTD June 2011
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Bonneville expenses are lower year-to-date as compared to the same period last year primarily due to a
higher BPA Slice true-up credit. Other long-term purchased power expenses are also lower. This decrease
is due to lower purchases from Priest Rapids and lower valuation of SMUD exchange expenses as a result of
lower market prices in 2011. However, these lower expenses were partially offset by higher purchases from
the Stateline Wind and Lucky Peak projects. The increase in distribution expenses is explained by
additional budget allocated to programs such as the life-cycle asset management program (LAMP), the work
and asset management system (WAMS) and vegetation management in 2011. Higher administrative and
general expenses reflect an increase in pension contributions and benefits costs in 2011.

Cash Position

At June 30, 2011, City Light’s operating plus construction account cash balance was $349.0 million, which
was $86.5 million higher than the balance projected in the 2011 Financial Plan. This difference is explained
by the fact that City Light has received higher operating cash year-to-date than it was expecting due to much
higher retail revenues as a result of colder weather and lower than planned power contracts and O&M
expenditures year-to-date. In addition, the Department’s proceeds from the 2011 bond sale amounted to
$215 million rather than the planned $198.7 million.

The revised forecast of the 2011 year-end balance of operating and construction account cash is $156.3
million, which is $45.3 million higher than projected in the Financial Plan. This is primarily due to the
higher debt issuance noted in the previous paragraph, lower than projected FERC land use fees, lower than
expected O&M expenditures year-to-date, and higher retail revenues due to much colder weather year-to-
date and expected economic recovery for the second part of the year.
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Actual Operating and Construction Account Cash Balances
Compared with 2011 Financial Plan
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RSA Position

The chart below displays the cash balance in the RSA as of June 30, 2011. The Department reached the
initial target of $100 million on January 1, 2011 through a combination of the existing $25 million
Contingency Reserve, 2010 revenues from the RSA surcharge, 2010 Cash from Operations and 2010 Bond
Refunding Savings realized in 2010 and 2011. The RSA surcharge was lifted as of January 1, 2011. During
June 2011 SCL transferred funds from the RSA to supplement the monthly difference in actual versus
planned net wholesale revenues. However, the RSA balance did not go below $90 million, which would
trigger a surcharge. This dip in the RSA is mainly due to the way the RSA ordinance establishes the
percentages of net wholesale revenue expected each quarter; the second quarter percentage is higher than
normally received. As shown in the figure below, the RSA balance is expected to grow starting in July and
continue growing through the end of the year.
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June 2011
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2011 Budget

As of June 2011, City Light is projecting that overall it will be within its budget authority through year-end
2011. The Department has spent 46% of the overall O&M budget (O&M budget includes Non-Power O&M
expenses, Purchased Power, Taxes and Debt Service) through June. At this point in the year we would
normally expect to have spent 50% of the annual budget. City Light’s spending on the Capital program
through June is 87% of the 2011 work plan for the year to date. The CIP Plan projects the accomplishment
rate to be 94% by year-end.

Debt-to-Capitalization

At June 30, 2011, City Light’s debt-to-capitalization ratio was 64.7%, an increase from the 64.3% reported
at December 31, 2010 but at the same level as at June 30, 2010. Based on the revised forecast the 2011
year-end debt-to-capitalization ratio is now expected to be 62.6%, a decrease from 63.3% in the 2011 Plan.
The debt-to-capitalization ratio will decrease towards the end of the year as debt service is paid off.

Compliance with Risk Policies and Standards
Attached for your information is the City Light Risk Oversight Status Report as of July 13, 2011, which
conveys City Light’s compliance with risk policies and standards at that point in time.

Performance Metrics

In addition to the financial information included above, we have provided a report on performance metrics
for Distribution Operations, Vegetation Management, Safety and Human Resources, Power Resources and
Customer Care. The updated Performance Metrics Report for June 2011, with 2010 data included for
comparison, is attached.

Attachments



hazmoy dguords vimdine toghud 21 mdste ol liw i swen el oot
MO wwoll-aoM ashutoni toghud MBO) mbid MO Uuso
bivow aw 8oy sy i inieg el 14 MW(WM

soosailgmposs vy exoiog aall W ll aish o 1 odt 3 atly

hmqmﬁtbﬁmbmﬂwmm.&’t»mmh' ;e
[I0L odt messyi! busizst ol no boenfl tllllﬂ.!ﬂ.nwlllub‘m

dotdw 1 T0L €1 vhul Ter 20 oqndl e Tigiiwe s idyl] i)

aai; 0 ey Sadh) Yo shrinbeitz bek esicliog dis

mmmm.m.mmwdmmm

b zagwmensl wwo'l ravyoead mamul] bue wis?  drewmonans 1o

wt bebulunt wab 0105 jdnve 1108 soul A Mw

aﬂﬂo‘: ?'I:'

abbyl! huanead®] 1108 soul

k dmorp: antl tmaategaCl 2T
zoxe] rown besurd g .z.'wmqu

mivngony lalige) wi oo guibnoge « rdgid D mhrdllmmlll'h '

1 1DS KT lest
P VoY

gt 1 (0L
e s g S v RIS saul lo'ef
LS

.t svutt v rawgra wllsanon
TI0E adt Jo 208 R w6 s, dguindt
Dy mexy i 9060 3dl 1k i

pottextietige 3-o8-1ali

o6 o idaild v F TTOD O anud 1
g il dn el O/0S ¢ sadmooad w
_sdq, 1108 ot i 6*5.£8 mroril - saryramb 5 109,99 i o barsoges won o ;
_Bo biag at sorrme sdab ke mey o) o L ol sbisven! ssipiool

gy gnimseligs-uradob Los-taoe

Wi ot itk tuisintisge- ot bt |

. sabailoYl A el dthe vanailgme )

R A TR S T s
aughifomos m@ pri 3 KYBVIN

wirtts sannmrvateal
wt lsroomind] o) of nostibhs o)
V. elirrg() nosudiveitl wil
Dotabdut sT ') tamode 3
Bt IID!!'[II;IIII:.K;

'sm's'm:hulm i

&



k234

'S L6 5204 P'SE 812 Z'LS sojes ABJaua SjeSS|oyM ULBL-UOUS 18N} LY
(€0 (L'g) (7's) gl (g1} (oe) seseyaund uua) Buoj jno-paxoog| - 9
19k 2°86 X413 6°9¢ £'eT 209 saseyoind |7 IN0-pa)00q 31043Q sajes ajesajoym LS 19N 5v
gL (gge) (8'02) L'EL {LsL) [CX2)] saseyoind ABiaus 9|ESSIOUM ULSI-LIOYS| b
S'g €621 g'EEL 2'€e 0'6E 829 55016 ‘sajes ABiaus 8jeSajoym WISHOUS £y
o el1oN|  zv

Ly

o

S'eT 6'G8 801 6'05 '0E £18 SWIGSUfJBN| 6E
8

€2 (6ce) (z'9g) (9'6) {02} (0°92) J8U ‘suononpap Jato (2101 £
(oL F44 90 (€0 €0 00 swesg jended | o€
(e¥) 99y gLy (g2 06 z9 suonnguuoo [epdeD | SE
Z0 £0 S0 (10 ¥l £l sjuelo) [eudesucN v
Ll (g'68) (1°g8) (08) (o2e) (928) osuadxojseselul | €€
LA £e 'S 9l 20 'L 19U ‘(esuadxe) awooul JBRO e
(o0 Gy 3> ol £l £z BLLOOU| JUBUISSAU| Ie
joN ‘suononpageuio|  0f

62

e 8'6LL L'vwl §'9S 8'06 €201 awoou] bunelddQ I8N| 82
Vid
9'8¢) L'0EL 1269 {ogL) 9°0ge 9ZLE sosuadxs Bunelado [£301, 9z
(GD)] ¥'a8 5'e8 OE ey vy uoneziowe pue uopeioaidad 5z
0e g'el 96 St 0'Ge g'ge saxe | 2
(02 899 g9 ge 0ve g2 jou ‘|eiusB puB SARRASIIILPY | €2
(€1) oger4 zve L0 €8 0'6 uojemesuo) | &
50 g8'6E ¥'9g £l 89l gl 90IAIS JaWwoIsny \Z
(02) Z29 259 Sy e .82 uopnquisia 0z
(g0 v'ey 88y L0 £ee o'ee Bujjeaym pUE UOISSILUSUELL 6l
€0 90l 601 60 oy 6'v 51500 Jamod JBYI0 8l
(L-11) 192 GGl (o'11) g8l 29 Jayjo - saseyound oesajouM palejR-iamMod | L
()] G'ge 602 (el LS 9 soseyoind Jamod S[ESajoUM LLBKLOYS | 9L
(08) ze9 s (zv) 0ze A 1810 - Jamod paseyoind uual-buol | st
'l 6651 €191 (ov) gEL 9'69 Jomod paseyound uus)-buoj ajjineuuog L
(L) 6.8 G0 (e2) 0k Ll uonelsues | &b
SesUsdxg Dupeiedo| ¢

(g'gl) 5'058 g'9¢e8 5'8E ¥'18€ 66L¥ sanuanal Bugesado 2101 n
0 g'le zee 60 oLL 6Ll sanuanal I8y ok
(Lsh) (0'z2) (228) (rvi) (2¢) (1gL) 1UNCOOY UOREZIIGEIS BIEY WO0IL/0) SIBISUBSL 6
(6'22) 808 926 (1g) [R5 08z 90 - SaNUSASI Pale[RI-IamMOd g
8 [ VA ¥'8eh £ g'le 865 {5t + 2y Sou) JoU ‘SonuBADI Jomod aless|ouM -8 L
29l 2'6¥9 $ | 0999 82¢ $ | g'50e $1| €8€ee $ sanuaaal Jamod [1e1ey 9
-

abueyd uejd 15E22104 JouelEA | 0L0Z ‘0EBuUnf || 1102 ‘0E dunr v
e1oueulq pasiAay s{enjoy Ss|enidoy S{enmoy £

LL0Z Loz 0} S|emoy (suonuiup)| 2

[a- 2] fal [o] [a-vl [g] vl (paupneun)| +

1102 ‘L€ Jaquiasag Bulpug Jeax a}ep-0)-1e3\ sesuadx3 pUE SBNUDIASY JO SIUALLSIEIS PESUBPUOD| "ON SU




7' v0€ $ | 0€P9'2 $ 1| 9422 $ | 86992 $ || ¥'2¥6'2 8 senigel| pue Ajnba jejo 1 0g
2’8 L1568 £18 9'¥G8 6'GEB Ainb3g| 62
(g°2) 6'12 (e'y) 6'8L iad Jayjo - sypeto pausjedl 82
4’89 L'e L8l £S5 ¥el anuaAay pallaja(] uolez|igels aey 12z
(6'5) G (1¢) Ly o'l uonejuawbne UoNRAIBSUOD d[jlABuLog] 92
(¥ V. (1e) Ve €0L Jayjo - sepljigel| uaLn)|  s2
28l Gzl (z¢) e Z'Le 1seIelul panIody| ¥
g0y 9'es z'ee L'8G 6'€6 JusIno - uolebijqo pue ‘ssjou ‘1o 154
YA £'es G0 0°GS GGG saniqel| juaunouoN| 2z
rAIN A $|0195°) $ || ¥'9S) $|86lS'L $ || 22Lo'L $ 10ep wier-buo| Lz
Inba pue sepiiqeri| oz
_ 61
7' ¥0E $]0€e¥9C $ 1|92 $ | 86992 $ || ¥'2¥6°C $ SlosSSE [B]0 ], 8l
(0'eslL) L8612 o9y g'Lee }'gece slasse Jall0 Ll
(o)) G'ov e'8l 9'9Z 6'¥b Jayjo - syesse wouny| oL
(V8% Z'Lly (g'81) 169 A sanuanal pajiqun|  su
9¢ L2l (1) 8’18 108 18U ‘B|qBAI90al SjUNoody| bl
€00l L8l Lgel 6'9G 0'6LL yseo Buneladp €l
oL ee 0 6 [ 74 1810 - S]OsSe pajou]say Zl
9¢ 291 ocLL 0'.S 00l JUNoJ2Y uoponiisucd| b
Gl - Gl < gl JUNOOOY SAlesay puog 4¥1N| Ol
189 1'8¢ 1’8l g6l V16 unoooe uonezl|lqels ajey 6
2l 088 = ,'G6 .'G8 10U ‘Bunesadoucu pue pueT ]
(c'1) gLl G0 £6 8'6 asn aimny Joy pjoy syessy| £
(z'9) L'661 6'9Y 0¥l 6'€6l ssa004d-ul-yiom uogonysuon| 9
€9.2 $|99L5') $ ||(z'82) $|1Lze'L $ || 626L'L $ 100 Jeuibuo jeueld AypnieNl S
_ 3 spssy| ¢
abueyo 0L0Z ‘0¢ sunp abueyn 0LoZ LL0Z ‘o€ aunp €
‘L€ Jaquiasaq
(suoljiu uy) 4
[0]-Iv] [o] [g-v] [g] vl (paypneun)|
s}ooysg asuejeg pasuapuocy| "oN surl




Variance

Net Income Variahce Analysis
June 2011

Year-to-Date 2011 Compared to 2010 Actuals: $50.9 million or 167.4%

Major components ($ millions):

$30.4

Net Income YTD through June 30, 2010

$32.8

Higher retail revenues primarily due to 4.3% rate increase effective January 1, 2011, 0.5% BPA
pass-through effective October 1, 2010 and cold weather

$36.9

Higher net wholesale energy sales due to more precipitation this year

($14.4)

RSA deferred revenues

$4.0

Lower BPA purchased power expenses

$11.6

Lower power-related wholesale purchases - other

($4.5)

Higher distribution expense

($3.6)

Higher A&G

(83.5)

Higher taxes

($5.0)

Higher interest expense

($3.4)

Other (net)

$81.3

Net Income YTD through June 30, 2011

Variance

2011 Revised Forecast Compared to Financial Plan: $22.5 million or 26.2%

Major components ($ millions):

$85.9

Net Income YTD through December 31, 2011 - Financial Plan

$16.2

Higher retail revenues due to cold weather and expected economic recovery in the second part
of 2011

$16.1

Higher net surplus energy sales than planned

($22.9)

Lower other power-related revenues due to lower wholesale prices on power exchanges and
lower Priest Rapids sales

($15.7)| Transfer to RSA
$7.4|Lower generation due to lower FERC land use fees
$9.0{Lower long-term purchased power - other
$11.1|Lower power-related wholesale purchases - other
$4.8|Lower capital contributions
($3.5)|Other (net)
$108.4|Net Income YTD through December 31, 2011 - Revised Forecast
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As Of

Q‘I" City Light Risk Oversight Status Report
\ | _
Wednesday, July 13,2011

Summary

%0f 5yr Ava Current Avg Yr Av
SCL Hydro Generation 121% 1,324 MW 1,094 MW
Peak Market Prices 65% $ 3173 $48.67

SCL Hydro Generation: The total average generation per hour for Seattie City Light's three
major hydroelectric resources (Skagit, Boundary, and BPA Slice) for the 2011 calendar year.
This average includes actual generation for past months, and forecasted MW for future months.
The 5 year average value is comprised of actuals for years 2006-10.

Peak Market Prices: The average peak market price for the nearest electricity trading hub
(Mid-C) for the 2011 calendar year. The 2011 average is comprised of monthly peak forward
marks for future months and averaged Dow Jones firm peak index daily prices for past months.
The 5 year average is calculated using Dow Jones peak daily prices for years 2005-09.

Wholesale Revenue Variance: In the 2011 approved budget, the approved Wholesale Revenue
is $96.8 million. The chart (Chart 1) compares the current annual approved budget ($96.8
million) with the current forecast of $112.9 million with a 80% confidence level of $94 million and
a 10% confidence level of $137 million. Compared to last week, the forecast decrease by $0.26
million as a result of increase in resources of $1.51M offset by a decrease in prices $1.77M.

Chart 1

Cumulative Net Wholesale Revenue for 2011
Budget vs. Forecast

I as of July 1, 2011 Budget
- (Source: CHER. AVG tah) === Current Forecast
. Last week's forecast
140 -
120 | Start of the new -321113151{;
Approx. 70% of our wholesale | waler year. e e IY
100 |  revenues are made the first 7 I ol ; lb;ﬂa?
Millions (4 months of the year. . B i :gg
80 /“"f’ ,I:_'_'..--A“--‘ i 1 T
Wi Jan
60 - e o e 0 St Gl
e $96.8
40
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Policy Compliance:

Prompt Month Forward Month's
Tall Risk & Within Month Resource Requirement . Forward Sales Physical Options
Lirnit Limit Limit Limit Limit
Tail Risk: For the current calendar year, the Power Operations & Markeling Division will conduct its

hedging activity to maintain the Utility's position within an $8 million Risk Tolerance Band (RTB)
around the calculated 5% Tail Risk metric. For the prompt year (the year immediately following the
current calendar year), the Utility's position will remain within a $12 million RTB around the 5% Tail
Risk metric. (Section 3.3.2 Prompt and Within the Month (WERM))

Prompt Month & Within Month Volumetric Limit: The Power Operations & Marketing Division will
maintain City Light's power portfolio position for any prompt month or any Balance of the Month

period so that such position shall not exceed a 50 average megawatt deficit during such period. Such
limit will be calculated as the net position of City Light's combined physical position adjusted for any
call options (daily or monthiy) that City Light has purchased for such month. If this limit is exceeded,
the Division will take immediate action to reduce the deficit to under 50 average megawalts. (Section
3.3.1. 1 Prompt and Within the Month (WERM))

Forward Month's Resource Requirement Limit: The POMD will immediately suspend any further
forward sales for any future calendar quarter, which includes the next full 24 months, if the forecasted
net combined system energy projected surplus for that quarter is less than zero calculated on a 75%
probability of occurrence. Further, the POMD will take immediate action to purchase if the forecasted
net combined system energy position for a future calendar quarter, which includes the next full 18
months, is less than zero calculated based on a 50% probability of occurrence. The corrective action
shall reduce said deficit to zero at the 50% probability of occurrence. (Section 3.3.1.2 Forward
Month’s Resource Reguirement (WERM))

Forward Sales Limit: The Power Operations & Marketing Division will not sell forward a quantity of
more than 1,750,000 net megawatt hours over a rolling four full calendar quarter year period. Such
limit will be calculated as the net position of City Light's combined physical position adjusted for any
call options (daily or monthly) that City Light has purchased for such period. (Section 3.3. 1.3 Forward
Month’s Resource Requirement (WERM))

Physical Options Volumetric Limits: As the utility introduces physical puts and calls into its portfolio it
will do so in a conservative manner. This will allow for the refinement of procedures and controls that
these transactions will impact. The Power Operations & Marketing Division will limit its option
volumetric position so that it will not transact more than the lesser of 300 average megawatts in
physical puts and calls (including daily and monthly options) or spend more than $2 million for option
premiums for any calendar year. (Section 3.3. 1.4 Forward Monih's Resource Requirement (WERV)

5% Tail Risk Metric, 2011
In October 2007, City Light implemented a risk metric named the “5% Tail Risk". Itis calculated as the
average of the worst-case scenarios for City Light's cash from operations for the calendar year. Cash from
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operations is a bottom-line financial metric defined as the cash available to finance capital projects. There
are numerous drivers of cash from operations such as retail revenue, investment income, debt service,
and O&M expenses; however wholesale energy revenue is typically the primary driver of uncertainty in
this metric.

In 2011, the Rate Stabilization Account (RSA) became operational. The RSA is a cash reserve that is
used to buffer the Utility from uncertainty in wholesale energy revenue. If the RSA becomes depleted, itis
replenished via retail rate surcharges. The RSA significantly mitigates City Light’s financial (i.e. cash from
operations) risk assoclated with wholesale energy revenue; however retail customers are exposed in part
to the wholesale energy revenue risk via RSA surcharges of up to 4.5%. To appropriately encourage
management of risk borne by both City Light and retail customers, the cash from operations amount used
in the 5% Tail Risk calculation excludes any effects of the RSA.

The 5% Tail Risk metric is used as a risk control measure in City Light's management of surplus hydro
resources. It is used in concert with additional volumetric limits, as well as expert knowledge and analysis
of western wholesale energy markets, river flow data, and generation unit outages, to inform power

. management decisions.

Every week, portfolio models are updated with the most current information and the 5% Tail Risk is
recalculated for both the current portfolio (forecast position plus purchases, less sales) and planned
portfolio (current portfolio plus remainder of existing hedge plan). The metric provides an indication as to
whether the utility's portfolios include too much or too little surplus resources. '

Chart 2 (below) illustrates the 5% Tail Risk metric values for the calendar year 2011. As time progresses,
the 5% Tail Risk metric value has decreased from an initial projection of $14.9 million to the current
projection of a worse case of $72.7 million of Cash from Operations.

Chart 2

Tail Risk 2011
5% Tail of Cash from Operations
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Hedging Plan & Position Status
Hedge Plan 2011, Phase 3 was proposed on June 15, 2011 and was approved by ROC on June
16, 2011. The maximum additional net volume to be sold forward under this plan total is

364,275 MWh.

Risk Policy Section 3.3.1b was amended by the Chair of the Energy, Technology, and Civil
Rights Committee on March 8, 2010, changing the trigger point for purchasing power in the
forward quarter-year periods to the 50th percentile (previously, it was the 25th percentile, or
75% confidence), when, at that level of expectation, the net position is below 0 . Chart 3 shows
the Net Combined System Energy Position for the next four quarter-year periods. The blue
boxes represent the expected net energy position from the 25th to the 75th percentile. The dark
blue diamonds inside the boxes represent the 50th percentile (the new purchase trigger). Under
the amended rule, if the blue diamond is below 0, City Light must purchase energy to get back

above 0.

Chart 3

No Chart Provided this Week




Credit

City Light actively manages its wholesale energy market credit risk by: setting credit limits for
each counterparty that are derived from credit scoring models and analysis; securing credit
enhancements; monitoring industry news; and by tracking counterparty credit exposures.
Beginning in 2009 the Risk Management Division began using an industry standard tool
(Moody's KMV) to proactively measure changes in counterparty creditworthiness. This
necessitated the use of implied (internal) credit ratings instead of the actual rating agency
ratings for Chart 4, below. [t is important to note that this represents the assessment of credit
. risk by the Director of Risk Management. Actual credit ratings by Standard and Poors and
Moody's Investor Services are higher.

Chart 4

No Chart Provided this Week

Price

To ensure that prices are independently developed, City Light's official price curve is prepared
by PLATTS and used for internal analysis, valuation and modeling tasks. Chart 5 shows the
forward price range (Mid-C) for the upcoming 12 months since the previous 12 months.

Chart 5

No Chart Provided this Week
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Distribution Operations:
SAIDI -12 Month Rolling Average YTD SAIFI - 12 Month Rolling Average YTD
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Cumulative Miles of Trees Trimmed vs Annual Target

Vegetation Management
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Human Resources: :

Safety - Average Total Recordable Incident Rate (TRR) YTD
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Hiring Statistics Cumulative YTD

Jan Feb Mar April May Jun Jul Aug Sept Oct Nov Dec
# of New Hires YTD 1 14 32 37 42 53
# of Promotions YTD 17 19 23 % 37 54
# of Days for Hiring 46 48 45 45 48 46
# of Aftrition YTD 11 19 41 47 57 65

Vacancy Rate Mo. End 9.6% 10.2% 10.1% 10.1% 10.4%  10.3%
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Power Resources:

Generator Availability-12 Month Rolling Average Conservation Savings
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Customer Care:
Streetlight Repairs

Net Wholesale Power Sales
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