Working draft 11/1/2010

Seattle City Light E-Team “SWOC” Exercise

STRENGTHS

WEAKNESSES

OPPORTUNITIES

CHALLENGES

Customers /
Ratepayers

Serving our
customers well Is at
the center of our
vision.

e Strong support for public power —the
City Light “brand” has goodwill,
positive history associated with
it*(Municipal Enterprise)

e Quality service coverage

e Low, competitive rates

e Strong environmental stewardship
credentials

e Strong support and commitment for
energy efficiency

e Support green resource portfolio

e Highly sophisticated educated
customer base

e Key Customer engagement initiative

o Utility does not control key aspects of
customer service experience. i.e. call
center

e Declining system reliability

e Reliance on wholesale energy revenue

can lead to rate shocks unless addressed.

e Significant exposure to climate change
effect

e City Council adoption of long term
SCL strategic plan and associated rate
and investment strategy* (Municipal
Enterprise)

e Highly competitive rates make room
for strategic investments

¢ [f demand increases more than
projected, this could mitigate rate
pressure by spreading fixed costs

e High technology companies in Seattle
enable partnerships in new
technologies

e SCL’s Clean Energy

0 Could serve to anchor other
Clean Energy firms in Seattle

0 Can attract businesses to the
region who want to enhance
green image

O Less impact on ratepayers in the
transition to low carbon economy

O Has a higher market value

e Potential for long term economic
downturn

e Electrification of transportation
sector and its effects on utilities
(could be threat or opportunity)

e Changing customer expectations

¢ Need to educate customers on
challenges facing electric industry

e Enduring expectation of low cost
power and high services

Asterisked (*) items that appear twice—second location noted in parentheses.
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STRENGTHS

WEAKNESSES

OPPORTUNITIES

CHALLENGES

People
(Workforce)

SCL’s ability to
attract and retain a
high performance
workforce is key to
our continued
success and ability
to meet our
customer’s needs
and future
challenges.

e Knowledgeable, experienced, diverse
work force

o Staff experienced in day-to-day
operations and emergency response

¢ Experienced management team*
(Municipal Enterprise)

e Pride in and commitment to working
in public power/SCL

e Opportunities for interesting and
challenging work.

e Aging workforce; 50% of workforce
eligible to retire within 5 years

e Insufficient resources for training and
development

e Understaffed in many areas:

0 Limits capacity for succession
planning/knowledge transfer

0 Stretched thin_> impact on service
and morale of staff

e Need more accountability at all levels*
(Municipal Enterprise)

¢ Need to further instill safety culture (Too
many injuries)

e Lack mature performance driven culture /
limited tools to encourage high
performance behavior

e Compensation:

0 Differentials between staff / manager
positions small or non-existent,
decrease incentive for promotions

O Lags industry, particularly acute in
some areas

0 Lack of incentive pay

e Economic pressure may provide
opportunity for better partnership
with unions, workforce

olIncluding more flexible
classifications and workrules

e Partnerships with other utilities to
adopt best practices & achieve
economies

e Partnerships with educational
institutions

e Departures in workforce bring
opportunity to change culture

e Business process
improvements/efficiencies create
room to improve compensation
without increasing rates (personnel
costs only ~15% of overall budget,
which is inverse of general
government)

e Competitive industry
oCompetition for talent

OLoss of SCL workforce to peers

0Compensation not competitive

with industry at most levels
e City Requirements

0 City’s personnel system not
tailored to meet SCL needs to
be competitive in attracting
and retaining high quality
workforce *(Municipal
Enterprise)

0 Lack of flexibility/rigidity of
workforce given classification
system

O Subject to City managing/
controlling collective bargaining
agreement negotiations*
(Municipal Enterprise)

e Workforce can be resistant to
change/ impedes efforts to improve
productivity.

Asterisked (*) items that appear twice—second location noted in parentheses.
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STRENGTHS

WEAKNESSES

OPPORTUNITIES

CHALLENGES

Assets

With billions in
publicly-owned
assets and
infrastructure, it is
vital that we
maintain our
generation,
transmission,
distribution and
other systems--and
operate these
assets in a most
efficient manner.

e Low cost, carbon neutral power
supply portfolio

e Adequate firm power supplies for next
10 years

e Own or control over 50% of our power
supply resources

e Long term rights to low cost Federal
System generation

e Low to moderate growth rate

e Robust Network System with high
reliability

e Outage Management System
launched.

e Aging/outdated infrastructure:
Transmission, distribution, and
generation

e Assets require increasing levels of
maintenance and/or replacement

e Limited/incomplete asset and
maintenance data

e Lagging in automation and maintenance
investments

¢ Do not have complete
inventory/condition assessments

e Lack of standards across assets

e Economic pressure may provide
opportunity to partner with
neighboring utilities to reduce costs
(inventory, equipment, work force,
new resource development).

e Complete implementation of Asset
Management program

e Implement best practices on
maintenance of all assets and ensure
competitive costs with comparable
utilities

e Overdesigned facilities leave room for
growth, or rightsizing when replaced

e Implementing standards can lower
costs

¢ New regulations affecting
reliability, transmission planning
and cost allocation, integration of
renewables
e Preparedness for natural disasters,
especially earthquakes, storms, and
health threats
e Delays or complications in major
infrastructure projects
e Regional transmission constraints
e Climate change impacts
O Poor water years and
wholesale energy price
uncertainty
0 Cost and availability of new
qualifying 1-937 resources
e Environmental cleanup/ Superfund
costs

Asterisked (*) items that appear twice—second location noted in parentheses.
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STRENGTHS

WEAKNESSES

OPPORTUNITIES

CHALLENGES

Municipal
Enterprise

There are benefits
in being publically
owned, but
concomitant
challenges in
oversight and

business practices.

e Oversight

e  “Enablers”
(Systems/
Processes)

e Strong support for public power — the
City Light “brand” has goodwill,
positive history associated with
it*(Customers/Ratepayers)

e Access to low cost capital

e Access to shared City services

e Association with “AAA” rated city

e Oversight of enterprise needs more

strategic and commercial focus to
improve effectiveness, efficiency
Difficult to respond quickly and
effectively to complex power
market/industry situations within current
oversight structure

Lack of long term strategic plan and
associated rate and investment strategy
City’s shared services model (examples:
personnel, call center, IT) is not always
customer-centric and cost competitive
City’s personnel system not tailored to
meet SCL needs to be competitive in
attracting and retaining high quality
workforce *(Workforce)

Subject to City managing/controlling
collective bargaining agreement
negotiations*(Workforce)

e City Council adoption of long term
SCL strategic plan and associated rate
and investment
strategy*(Customers/Ratepayers)

e Metrics can drive service levels and
costs to competitive levels

e Opportunity for multi-department
coordination for large projects

e Short-term political cycle impact on
need for long-term decision-making

e Resistance to strategic investments
during difficult economic times

e Opportunities for improved
coordination with other City
Departments on service delivery
and capital projects

e Strong Fiscal Rating
e Access to low cost capital
e Stable financial condition

Technology lagging industry
Outdated/poorly defined business
practices (all Divisions). *

o Limited business intelligence capacity

e Lack of technology investments in
past allow technology leap as
infrastructure is improved
(Investments in new technologies of
over $100 million during next 6 years)

Asterisked (*) items that appear twice—second location noted in parentheses.




