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YOUR Seattle City Light
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Service Territory and Key Facts

Public, municipally-owned utility:

. Incorporated 1902; First Streetlights on
in 1905
. ; . 131 Square Mile Service Area (Seattle
Anna and 7 suburban cities)

. 750,000 Population Served
. 394,000 Customers
. 1810 employee positions
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Key Generation Assets
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Utility Assets
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7 dams

7 Generation
Stations

26
powerhouse
transformers

657 Circuit Miles of
Transmission (22
miles underground)

1200 Steel Lattice
Transmission Towers

700 Wood
Transmission Poles

15 major substations

53,720 Transformers
108,000 Poles
84,000 Street Lights

2427 miles Distribution
Lines (613 miles
underground)

~ 400,000
customer meters




Sources of Power:

Seattle vs. Nationwide

100

B Hydro
[ Wind

Il Coal
B Natural Gas

] Nuclear
] Other

Seattle Washington State us
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Seattle City Light is a department within

the City of Seattle

[ Customers/Ratepayers J

City of Seattle

City
Council

City
Light
Review

Panel
(Formed May "~
0

: : Other City
[Clty Light { Departments }
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Purpose and Timeline of Strategic Plan

* Guide decisions on rates, budgets,
investments, programs & services

e Covers: 2011 — 2016

* Timeline: vouar

Initial
Review Draft of _
Panel SWOC, Objectives &  Interim  Strategic  Add'tl icc)iun?l
Formed Baseline Initiatives  Outreach Plan  Qutreach opts

May 2010 2011 May Sept Oct Winter 2012
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Challenges Facing Electric Utilities

Regulation Reliability
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Aging Workforce
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Strengths, Weaknesses
Opportunities & Challenges

Customers/Ratepayers Workforce

Assets Municipal Enterprise
Excellence




Things We Are Doing Today?

Keep the same level of service
Keep same level of operating risk

Meet known regulatory and other
requirements
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Utility Rates “101”: A very simplified view:

* Rates set to cover utility operating
costs, based on expected customer
demand for energy, operating costs.

(Technically, the
“revenue requirement”
which is the amount
necessary to collect
from customers to
cover Utility costs)

N

Utility costs (net of non-customer revenues)

= Rate per Kwh
Estimated Customer Usage
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Revenues & Expenditures

* Revenues:
— 82% of revenue from local ratepayers

— About 12% from sale of excess power on wholesale
market

* Expenditures:
— Only about 13% of expenses are for staff & benefits
— 35% related to capital expenditures
— 35% for power contracts
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What Does the Future Hold?

Collections from customers would need to increase by ~“4% annually

$1,000
Debt Service Costs for
$900 Projected New Debt

% $800
& 3.5%
GE) Rate Increases
S $700 3.2%
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$500
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What Does the Future Hold?

Average Residential Monthly Cost

80.00

70.00 ~

60.00

50.00 -
40.00 -
30.00 +
20.00 -
10.00 -

Average Monthly Residential Bill
(For Seattle Residents)

A$2.02 A$3.33 A$2.71 A$2.69

2011

2012 2013 2014 2015

@ Avg Monthly Bill :;Max Potential RSA Surcharge

2016
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Rate Projection Conclusions

1. Rates

= Track inflation over long-term
= Likely to remain among lowest in nation and region

2. Ongoing investment necessary to maintain
current level of service

3. Cost pressures and challenges remain and
current revenue estimates don’t fully pay for
them

- Draft for Discussion - 16



What Should Be Our Focus For

The Next 5-6 Years?

Priorities mm)p Objectives mm) Specific Actions

Municipal Enterprise
Excellence
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PROPOSED OBJECTIVES:

Provide greater rate predictability

Balance multiple policy goals in rate design

Anticipate and exceed customer service
expectations

Promote environmental stewardship




PROPOSED OBJECTIVES:

* Ensure a safe work environment

e Attract, train and retain a high performance
workforce




PROPOSED OBJECTIVES:

* Provide reliable, safe, cost-effective electric
service to our customers

* Maintain a stable, cost effective,
environmentally responsible power supply
portfolio

* |[ncorporate technology to meet future
customer needs




Municipal Enterprise Excellence

PROPOSED OBJECTIVES:

* Improve communication about, and support
for, City Light’s strategic priorities

* Implement best practices in business
processes and technology across the utility

* Ensure fiscal strength




What do you think?

* Are the proposed objectives the right things for
City Light to focus on in its Strategic Plan? Why or
why not? What is missing? What questions do
you have?

e Select 1 or 2 proposed objectives and give us
feedback on what success looks like in your view:
What should City Light do to achieve these
objectives?
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Thank Youl!
YOUR Seattle City Light

- Draft for Discussion -

23



Appendix

* Following are materials for posterboards and
are not part of the Powerpoint Presentation



Customers

Strengths and Opportunities:

Strong public support for
public power

Quality service

Low, competitive rates can
support local economic
activity

Strong environmental

stewardship programs
Carbon neutral power supply
Sophisticated customer base

Strategic Plan: opportunity
for engagement and long-
term planning

Weaknesses and Challenges:

* Low customer satisfaction with call
center

* System reliability is declining

* Reliance on wholesale power sales
can result in rate shocks

* Possibility of extended economic
downturn

* Electric cars could increase
demand

* Changing customer expectations
* Communication of SCL challenges

* Expectations of continued very low
power costs and high service
levels.

* Significant exposure to climate
change
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Workforce

Strengths and Opportunities: Weaknesses and Challenges:

Knowledgeable, experienced, * Injury rates much higher than
diverse workforce national averages

SRR e i | ©  Asing workforce: 50% eligible
to retire within 5 years.

o : * Shortage of skilled engineers,
Utility will experience cultural journey-level linemen

Strong management team

change as retiring employees

 Some job salaries are not
are replaced competitive with industry

Salaries and benefits are only e Competition for talent

about 15% of our cost e Lack of flexibility in workforce
rules and classification system
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Assets

Strengths and Opportunities:

Low cost, carbon neutral power
supply portfolio

Adequate firm power for next 10
years

We own or control over 50% of
our power supply

Reliable network

Long-term rights to low cost
federal system generation (BPA)

Fully implementing asset
management system can lower
maintenance costs and increase
reliability

Weaknesses and Challenges:

Aging infrastructure requires
increasing levels of maintenance or
replacement

Limited or incomplete asset and
maintenance data

Lagging technology

New state and federal regulations
—cyber security, continuity of ops.

Regional transmission system
bottlenecks—upcoming decisions
on funding, cost allocation

Wholesale power price variability.

Cost and availability of qualifying
1-937 resources (requirement to
purchase renewable resources—
hydro doesn’t count)
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Municipal Enterprise Excellence

Strengths and Opportunities: = Weaknesses and Challenges:

Access to low cost capital * lack of strategic plan and

: : investment strategy
AAA rating of City * Business practices need

Financially stable updating

e OQutdated information
technology systems.

power  Communications to policy

Strategic Plan adoption can makers

: : * Opportunities to engage busy
increase cert:?u.nty for oolicy makers about City
customers, utility Light’s issues

 Financial downtown makes it
more difficult to fund needed
investments

Strong support for public
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Comparison of Average City Light Rates and

Neighboring Utility Rates
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2011 Average Retail Rates

Seattle | Tacoma | ShoPUD | Puget Avista | Portland L(JZSO':‘(\)?
B Avg Rate (cents/kWh) 6.84 5.96 7.42 9.46 8.21 9.36 9.88
2011 Rate Increase 4.3% 5.8% 0.0% 0.0% 7.2% 4.2% 0.0%
Example Res Bill ($/Month) | 53.52 48.25 59.49 70.22 55.86 69.51
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From 2001, City Light has a surplus of
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Load Growth will come from the
Commercial Sector

[ Commercial
[ Residential
___MIndustrial
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