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1996 HIGHLIGHTS

FINANCIAL
In millions
1996 1995 % Change
Total operating revenues $ 3597 $§ 3322 8.3
Total operating expenses 295.2 300.4 (1.7)
Net operating income 64.5 31.8 102.8
Interest earned on investments 7.0 6.6 6.1
Interest expense, net (45.6) (40.7) 12.0
Other expense, net (1.6) (1.8) (11.1)
Net income (loss) $ 24.3 $ (4.1) —_
Debt service coverage 2.12 1.84 —
ENERGY
Total generation 8,524,340,000 kWh
Firm energy load 9,396,778,390 kWh
Peak load (highest single hourly use) - January 30, 1996 1,950,667 kW
Average number of residential customers 304,287
Annual average residential energy consumption 10,739 kWh
1996 REVENUE DOLLAR - SOURCES 1996 REVENUE DOLLAR - USES
(cents per dollar) (cents per dollar)
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(net change)
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INTRODUCTION
What an exciting year for Seattle City Light! Record rainfall and

strong economic growth produced impressive financial results for

1996. The Northwest energy industry continued to define elements of
the new marketplace through the Comprehensive Review of the
Northwest Energy System, the development of an Independent Grid
Operator (IndeGO), and the consideration of various legislative pro-
posals to restructure the electrical industry.

While the final shape of electrical industry functions continues to be
debated, Seattle City Light has played a very active role in the Region’s
efforts to define elements of the new electricity marketplace. We have
represented the American Public Power Association in testimony
before the United States Congress, and at the request of the four gov-
ernors, we served on the Comprehensive Review of the Northwest
Energy System which helped produce a blueprint for responsible
change. Our employees are board members and officers in organiza-
tions charged with improving the security of the West Coast transmis-
sion grid and have been actively involved in the formation of an
IndeGO. It is a lot of work, but the stakes for our customers are high.
We are committed to getting this transition right.

Seattle City Light continues to re-invest in our capital plant, particu-
larly our aging hydroelectric generation plant, but we are also finding
efficiencies and cutting costs to make sure we maintain our low electri-
cal rates. While customers tell us they appreciate our low rates, it is
more important to them to receive electricity reliably. As a result we
continue to improve our computer systems and our distribution and
control systems. Seattle City Light will continue to focus on the prior-
ities that sustain our high level of service as we provide the lowest

cost, most reliable, and environmentally responsible electricity in
urban America.
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FINANCIAL RESULTS

The best water year in four decades contributed to the record level
net income of $24.3 million, on revenues of $359.7 million for
1996. These earnings allowed us to finance more of our capital
requirements from current revenue and less from debt.
Meanwhile, we continued our robust reinvestment program,
adding over $79 million in new plant assets during the year. Our
debt service coverage ratio, another indicator of our financial
strength, reached 2.12, substantially higher than our financial poli-
cy target of 1.80.

While the Northwest environment was providing excellent water
conditions, our local economy began gaining steam, resulting in a
4.5% increase in our sales of electricity over 1995. Sales growth
was led by our residential accounts at 5.1%, and followed by gov-
ernmental, industrial and commercial at 4.3%, 3.9% and 3.0%,
respectively. As a consequence, revenue from the sale of electricity
grew in excess of 8% in 1996, to $356.7 million.

Finally, as our industry becomes more competitive, cost manage-
ment becomes even more important. In 1995 we began a cam-
paign to save $10 million in our operating and maintenance
(O&M) costs over a five year period through 1999. Our current
forecast for 1999 shows O&M reductions will be more than twice
as large as our target. This emphasis has allowed us to propose a
two year rate package for the 1997-1998 rate period that reduces
our average rate by nearly 1% and preserves our regional competi-
tive advantage in electricity prices. Our average system rate of
3.88 cents per kWh remains among the lowest in America.
Estimated annual bills for virtually all of our customer classes are
much lower than they would be for the same service from other
utilities in our region.

More importantly, the process of identifying and instituting sav-
ings ideas has engaged our work force in meeting the challenges
ahead. Acting on their own initiative, our employees have saved
thousands of dollars by implementing more efficient ways to per-
form maintenance, handle inventory, schedule work and keep
records. With the same vision that led J.D. Ross to develop
Seattle’s system, today’s City Light employees reflect their pride in
the organization by constantly looking for better ways to do their
job and to improve customer service. In the field this means
improved scheduling and material management. In the office our
employees are taking a team approach to leveraging new technolo-
gy through an Information Technology Strategic Plan. Every sav-
ings, every improvement, every program in this Utility results
from an employee or group of employees who see their work not
as a job, but as an opportunity.
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Cost reduction, though, is not enough. At
Seattle City Light we have begun to identify
separately the costs of generating, transmit-
ting and distributing electricity, and servicing
customer accounts. This effort allows us to
understand the cost components of our rates,
identify and reduce high cost components,
and leverage the benefits in areas where we
have cost advantages. It has also enabled us
to offer a market based rate for energy while
still recovering the full costs of transmission,
distribution and customer accounting. This
is an important feature in assuring that one
customer class will not pay for another cus-
tomer’s potential benefit.

In 1996 we experimented with a new rate
schedule for some of our largest customers.
This new rate option, Rate 44, gives partici-
pating customers access to market priced
energy while contributing equitably to the
variable and fixed costs of providing electrici-
ty. Instead of paying the standard fully com-
bined charges, customers on Rate 44 pay an
energy charge that is linked to the daily Dow
Jones California-Oregon Border (DJ-COB)
Non-Firm Price. This experiment ran for
five months (Oct. 96 - Feb. 97) and involved
four accounts. Overall, Rate 44 customers,
particularly those who actively managed
their loads in relation to energy markets,
saved a small amount compared with our
standard rates.

Again, it’s people that make these programs
successful. The Rate 44 experiment was just
one example of the value provided by our
Account Executive Office, established in
1996. The Office provides our customers
with a single point of contact for all utility-
related issues and builds strong customer rela-
tionships. This is done by understanding our
customers’ businesses and how they can best
use our products and services.

INDUSTRY RESTRUCTURING

Seattle City Light is actively engaged in shap-
ing the future of the electric industry for the
benefit of our citizen owners. In December
1995, the Governors of the four Northwest
states began a Comprehensive Review of the
Northwest Electrical System. The focus of
the Regional Review was the changing role of

the federally-owned Bonneville Power
Administration (BPA).

Seattle’s major goal was to retain the long-
term advantage of BPA for the region’s cus-
tomers. We also shared a desire to bring
BPA’s costs under control, with adequate sep-
aration between generation and transmission
costs, and efficient and responsible invest-
ments for recovery of endangered salmon
stocks. The final recommendation includes a
“subscription process” that gives purchasing
utilities ownership-like rights and obligations
for the federal system. The process may also
protect the federal Treasury when BPA’s rates
are slightly above market. Over the long
term, we believe the BPA system is financially
sound and that our customers and other
Northwest customers will benefit from con-
tinued access to this resource.

Other recommendations focused on trans-
mission, funding of public purposes, and
retail access. The transmission recommenda-
tion is aimed at BPA and the importance of
separating power marketing and transmission
functions. The Comprehensive Review made
recommendations to state legislatures on
funding of public purposes (conservation,
renewables, and low income programs) and
open retail competition; these issues are being
debated in state legislatures throughout

the region.
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FOUNDATIONS FOR THE FUTURE

We are building for the future now. Operating and maintaining
our generation and distribution businesses remains a very capital
intensive endeavor. Good water conditions (and, even better earn-
ings!) allowed us to continue our aggressive capital improvement
program to keep our system as reliable and cost effective as possi-
ble. During 1996 we invested nearly $80 million in new plant
equipment technology and financed almost half of our capital
needs from current revenues. We also had two very successful bor-
rowings, the first a $30.0 million first lien revenue bond issue at
an effective interest cost of 5.669%, and the second a $19.8 mil-
lion issuance of variable rate, subordinate lien bonds. Together,
these issues represented less than half the planned bond sales

for 1996.

We will continue to focus our capital program on the basics of our
system and on projects that will provide for us years of reliable and
low cost service. Through these efforts we have reduced our pro-
jected capital program by over $123 million between the years
1997-2003, while still preserving our low cost generation base,
maintaining a safe, reliable and high quality system, and enhanc-
ing operational efficiency. We will continue to provide the lowest

cost, most reliable electricity in urban America. Here are a few
examples of these investments:

BOUNDARY REHABILITATION

The Boundary Dam is located in Pend Oreille County in the
Northeastern corner of Washington, one mile south of the
Canadian border. Original construction began in 1963 with the
first of four generators put into operation in 1967. Rated at a
capacity of 1,051 MW, Boundary provides over half of Seattle’s
generation. The plant has been shown to be one of the most cost-
effective large hydro generation stations in operation. To maintain
the present low energy cost and high level of continued service
into the next facility life cycle, we must invest in the reliability and
availability of Boundary’s power. We are beginning a 12-year,
$93.5 million improvement project to preserve the current level of
low-cost power available from that facility.

DOWNTOWN NETWORK REBUILD

Seattle City Light is preparing a Strategic System Plan for its
Downtown Network that will address electrical system supply, reli-
ability and safety improvements, incorporating beneficial cost
effective improvement measures into our Capital Improvement
Program (CIP). Work practices and maintenance concerns will be
part of this plan. A tracking system will be developed to monitor
network conditions (including load growth and the on-line need
date for a new downtown substation) and project achievements so

that program modifications can be made when needed. A major
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portion of the Plan will be done by
December 1997, with analysis completed for
ten measures considered most beneficial and
with electrical work starting as early as
October 1997. A comprehensive look at
twenty-four additional measures during 1998
may result in more programmatic changes.
TECHNOLOGY IMPROVEMENTS

We are focused on a few key development
projects that will form our information tech-
nology foundation. For example, a new
Consolidated Customer Service System,
developed in conjunction with staff from the
Seattle Public Utilities, will provide the tools
for more seamless customer service.
Additionally, a new financial management
system will promote and enable more effi-
cient and effective operations. Also, geo-
graphic information systems will help our
engineering and field staff achieve greater
productivity and safety, and help us to main-
tain the reliability of our generation and dis-
tribution system. Finally, a Work
Management System will promote greater
efficiency and more responsiveness to our
customers changing needs.

SERVICE CENTERS

Seattle City Light’s service centers deploy
electrical maintenance crews, materials, and
equipment to provided reliable electrical ser-
vice to our customers. Customer service rep-
resentatives and engineers are also located at
the service centers to optimize communica-
tion with crews. A Comprehensive Facilities
Plan identified efficient building improve-
ments that include seismic retrofit, roofing,
remodels, training facilities and auditoriums
which can be shared with other City depart-
ments and the public.

COLLABORATIONS

In 1996, the City decided to consolidate four
separate telephone centers into one call center

to provide seamless customer contact and
enhanced service levels for all our customers.
Seattle City Light worked closely with the
new Seattle Public Utilities to structure the

new consolidated Call Center, to achieve bet-
ter customer service for Seattle City Light
customers as well as other City utility cus-
tomers. Plans have also been developed to
provide new customer service options and to
enhance the services currently offered. This
will be accomplished by expanding our exist-
ing systems as well as implementing new
technology and equipment that provides
more efficient and state of the art processing
of customer calls.

Seattle City Light, Water and Solid Waste
Utilities have formed the Conservation
Cluster Group to develop joint program
delivery and reduce duplicative contacts with
customers. The first effort, the Built Smart
Program for new multifamily construction,
has City Light providing the direct customer
contact staff for all three Utilities.

We at Seattle City Light are excited about the
opportunities that lay ahead in this increas-
ingly dynamic industry. We look forward to
continued success on behalf of our citizen-
owners, who banded together to create their
own utility to improve service and lower costs
nearly a century before the current interest in
industry restructuring. With the guidance of
a City Council committed to fulfilling that
promise and lead by the loyalty, dedication
and creative efforts of our employees, Seattle
City Light will actively play a role in shaping
the industry so we can continue to provide
our citizen-owners with the lowest-cost, most
reliable electricity in urban America.

Sincerely,

ke

GARY ZARKER

SUPERINTENDENT
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As a result of continued favorable weather conditions in the Pacific Northwest region and higher than
expected system load due to a strong local economy, 1996 financial results were exceptional. Net income for
the Department was $24.3 million, the highest ever recorded by City Light. Consequently, the Department
achieved a strong 2.12 debt service coverage on its first-lien revenue bonds, well above the planned target of
1.80 and the previous year’s coverage of 1.84.

RESULTS OF OPERATIONS

REVENUES

Operating revenues for the year totaled $359.7 million, an increase of $27.5 million from the previous year. A
substantial portion of the increase was the result of higher revenue from sales of energy to retail customers in
the City Light service area in the amount of $356.7 million, a healthy increase of $26.9 million or 8.1% from
1995. Contributing to the higher electric revenues were the effects of a permanent rate increase averaging 5.3%
on March 1, 1996 and higher system load for the year. Electric energy sales increased 4.5%, to 9,188,000
MWhs, with the largest increments occurring in the residential and commercial classes of customers.

EXPENSES

Operating expenses were $295.2 million, down $5.2 million from 1995. The net decrease was the result of
greater nonfirm energy sales and a reduction in purchases of firm power. Operation and Maintenance
expenses increased by $13.3 million. Of the increase, $3.3 million was attributable to lease costs for office
space, as the Department transferred its administrative offices from the city-owned City Light Building to
leased office space in the first quarter of 1996. Additional increases can be attributed to a shift in labor from
the Capital Improvement Program (CIP) to operational activities.

Output at City Light's generating plants reached 8,524,340 MWhs, up 14% compared to last year.
Generation costs at owned hydroelectric plants and the Department’s 8% share of the Centralia Steam Plant
were $29.4 million, up $3.7 million from 1995. More than half of this increase was attributable to the
Centralia Plant, where operating costs were higher due to a 36% increase in output compared with 1995.
Additional payments for water for power, Tolt River Hydroelectric Project operations, and maintenance at
the Boundary Plant essentially account for the remainder of the rise in hydro generation costs. Boundary
Plant operations cost $6.1 million and produced 5,046,164 MWhs, 20% more than last year and 59.2% of

total owned generation in 1996.

Purchased power costs were $67.4 million, a decrease of $4.4 million from 1995. Purchases of power under
the Department’s power sales contract with the Bonneville Power Administration (BPA) were $4.3 million
net below 1995 for three reasons. First, the availability of nonfirm energy from the Department’s hydroelec-
tric resources enabled the Department to displace most of its BPA purchases in 1996. Second, the
Department received billing credits from BPA in the amount of $3.4 million, representing BPA’s participa-
tion in the cost of the South Fork Tolt Project, which was placed in service in November 1995. Finally, the
Department negotiated an amendment to the power sales contract with BPA which lowered its entitlement
to BPA power to 195 average MW. Prior to the amendment, the Department had the right to purchase as
much energy from BPA as was required to make up the difference between the Department’s firm resources
and its load. Limiting BPA purchases to 195 average MW will enable the Department to increase its pur-
chases of less expensive energy in the wholesale market. The contract amendment took effect on August 1,
1996 and will remain in effect through September 30, 2001. Offsetting the reduction in BPA costs, Lucky
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Peak Hydroelectric Project operating costs increased $1.1 million, reflecting an increase of 19.3% in the
plant’s output, which raised royalty payments to the plant’s owners. There was also a scheduled increase in
Lucky Peak debt service costs which City Light is obligated to pay. Smaller changes from prior year expense
levels in other purchased power contracts accounted for a net reduction of $1.2 million from 1995 to 1996.

The net effect of other purchased and interchanged power transactions in 1996 provided an offset to purchased
power costs in the amount of $6.9 million, an improvement of $14.6 million from the experience of 1995,
when these transactions resulted in a net expense of $7.7 million. A significant portion of this change can be
attributed to the fact that 1995 expenses included $6.4 million in deferred purchased power expenses related to
the 1994 drought; there was no comparable charge in 1996. The remainder of the change from 1995 to 1996
was due to more favorable water conditions in the latter year. In 1996, sales of nonfirm interchange produced
revenue of $18.8 million, more than doubling the previous year’s figure of $7.7 million. Purchases of nonfirm
power in 1996 at $12.0 million were $2.9 million higher than the 1995 figure of $9.1 million.

Associated with the year’s increased energy production was a correspondingly larger transmission require-
ment. Transmission costs increased over 1995 levels by $1.4 million. BPA wheeling of power from the
Boundary Plant increased by $1.8 million to $11.7 million, reflecting the higher BPA wheeling rates effec-
tive October 1, and an increase in energy wheeled. Centralia and the Lucky Peak Project also incurred higher
wheeling charges. Offsetting the increase was a refund of $1.0 million from BPA for billing adjustments
related to wheeling charges on Boundary power sales to Pend Oreille County in previous years.

Tax expense was $2.7 million higher in 1996 than in 1995, reflecting the increase of $26.9 million in revenue
from sales of electricity. Depreciation expense rose along with the increases in utility plant and with the adop-
tion of higher depreciation rates, principally to communications equipment at the System Control Center.

An increase of $0.4 million in interest earning was primarily attributable to the imposition of penalty and
interest charges on past due electric bills, a policy initiated in September 1995. Debt expense on outstanding
bonds was $45.6 million, an increase of $5.0 million over the prior year due to a reduction of $3.8 million
in the capitalization of interest on construction projects and the impact of a $20.1 million net increase in
outstanding bonds.

Other expense (net) amounting to $1.6 million reflects write-offs of $2.5 million on office, communications
and data processing equipment disposed during 1996, offset by a $0.6 million gain on the sale of a substa-
tion property and insurance proceeds of $0.6 million related to the settlement of litigation involving the
Washington Public Power Supply System (WPPSS). In 1995, other net expense of $1.8 million included an

accrual of prior years” outstanding industrial insurance claims in the amount of $1.5 million.

CAPITAL RESOURCES

The Department maintains a long-range Capital Improvement Program and a Conservation Program in
order to ensure availability of adequate power supplies at competitive rates and a high level of system reliabil-
ity. Financing of these programs is supported by operating revenues and capital raised in financial markets.
The following CIP projects had substantial activity during the year: Diablo Hydroelectric Plant rehabilita-
tion; Tolt River Hydroelectric Plant; expansion and replacement of the distribution system and upgrading of
the downtown network; and several data processing system development projects.

Due to increased cash flow resulting from favorable water conditions, the Department financed almost half
of its capital requirements in 1996 from current revenues. The remaining capital requirements were financed



from the proceeds of two bond issues. In October, $30.0 million of first-lien Municipal Light and Power
Revenue Bonds were issued, an amount which was substantially lower than originally anticipated. Coupon
interest rates on the 1996 bonds ranged from 5.25% to 5.625%, resulting in an effective interest rate of
5.669%. The 1996 bonds received ratings of Aa and AA from Moody’s Investors Service and Standard &
Poor’s Corporation, respectively and were well received by the bond market.

In addition, the Department issued $19.8 million of Municipal Light and Power Adjustable Rate Revenue
Bonds in December, bringing the total of these subordinate-lien bonds outstanding to $111.3 million. The
variable rate bonds are remarketed at various intervals enabling the Department to realize lower interest rates
than on its fixed-rate bonds. Approximately $66.8 million of the subordinate lien bonds are remarketed on a
weekly basis and the balance for periods ranging from one to nine months. In 1996, the interest rate on
weekly-remarketed bonds averaged 3.43%; rates on the longer term portion averaged 3.51%.

COMMITMENT TO CUSTOMERS

The Department continues efforts to reduce operating costs, improve its screening of capital projects and
limit increases in outstanding debt, while pursuing its long-term plan to maintain and upgrade its hydroelec-
tric generation resources. Revenue requirements for 1999 and beyond are now the focus of attention. Efforts
are under way in several areas to identify savings and maintain the Department’s favorable position as a low-
cost supplier of power.

These actions demonstrate the Department’s commitment to our customers and will yield greater value and
flexibility in a competitive environment.
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INEEPENBENT AUBITORS S KEPORE

TO THE SUPERINTENDENT OF THE CITY LIGHT DEPARTMENT:

We have audited the accompanying balance sheets of the City of Seattle - City Light Department (the
Department) as of December 31, 1996 and 1995, and the related statements of income and retained earn-
ings and of cash flows for the years then ended. These financial statements are the responsibility of the
Department’s management. Our responsibility is to express an opinion on the financial statements based on
our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presenta-
tion. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Department as of December 31, 1996 and 1995, and the results of its operations and its cash
flows for the years then ended in conformity with generally accepted accounting principles.

As discussed in Notes 1 and 10, the Department adopted Governmental Accounting Standards Board
Statements No. 23, “Accounting and Financial Reporting for Refundings of Debt Reported by Proprietary
Activities” and No. 10, “Accounting and Financial Reporting for Risk Financing and Related Insurance
Issues,” effective January 1, 1995.

R T Sl

Seattle, Washington
March 21, 1997



BALANCE SHEETS

As OF DECEMBER 31,

ASSETS
Utility Plant, at original cost

Plant in service, excluding land
Less - accumulated depreciation

Construction work in progress
Nonoperating property, net of accumulated depreciation

Land and land rights

Capitalized Purchased Power Commitment
Restricted Assets

Municipal Light & Power Bond Reserve Fund:
Cash and cash equivalents
U.S. Government securities, held to maturity
Bond proceeds and other:
Cash and cash equivalents

Current Assets
Cash and cash equivalents
U.S. Government securities, available for sale
Accounts receivable, customers and other (net of
allowance of $2,705,000 and $2,182,000 respectively)
Unbilled revenues

Materials and supplies and coal inventory, at average cost

Prepayments and other

Other Assets
Real estate and conservation loans receivable
Deferred conservation costs, net
Other deferred charges, net

The accompanying notes are an integral part of these financial statements.

§ @ oag bl GLR IR % 7 Jiid @ sl

1996

1995

$ 1,485,991,431

$ 1,435,553,597

(598,452,675) (579,252,987)
887,538,756 856,300,610
60,529,756 54,932,427
6,327,458 6,185,158
23,593,683 23,784,784
977,989,653 941,202,979
94,465,223 99,116,465
18,819,437 15,488,173
32,097,630 32,123,015
404,112 606,211
51,321,179 48,217,399
36,333,631 28,938,577
4,754,531 4,955,625
48,663,035 40,841,509
32,464,254 29,866,965
DSISSINMSY) 24,243,611
6,528,506 5511531955
152,083,209 134,000,222
3,331,101 3,288,353
44,264,721 42,242,395
20,440,223 18,020,493
68,036,045 63,551,241

$ 1,343,895,309

$ 1,286,088,306




1996 1995

EQUITY AND LIABILITIES

Equity
Retained earnings $ 287,672,300 $ 263,527,603
Contributions in aid of construction 86,011,968 79,643,431
373,684,268 343,171,034
Long-Term Debt
Revenue bonds, due serially 853,595,000 833,495,000
Less - bond discount and premium, net (9,737,754) (10,344,175)
Less - deferred costs on refunding (42,502,667) (46,509,763)
Less - parity bonds due within one year (32,245,000) (29,200,000)
769,109,579 747,441,062
Noncurrent Liabilities
Accumulated provision for injuries and damages 2,236,782 2,877,181
Long-term purchased power obligation 94,465,223 99,116,465
Less - obligation due within one year (5,912,500) (4,630,000)
90,789,505 97,363,646
Current Liabilities
Accounts payable, accrued payroll, taxes and other 48,912,508 42,457,729
Accrued vacation and sick leave 9,055,954 8,669,463
Accrued interest 12,710,559 12,347,697
Parity bonds due within one year 32,245,000 29,200,000
Purchased power obligation due within one year 5,912,500 4,630,000
108,836,521 97,304,889
Deferred Credits 1,475,436 807,675

Commitments and Contingencies (Note 11) LA Al

$ 1,343,895,309 $ 1,286,088,306

The accompanying notes are an integral part of these financial statements.



STATEMENTS OF INCOME AND RETAINED EARNINGS

FOR THE YEARS ENDED DECEMBER 31,

1996 1995
ELECTRIC ENERGY SALES AND OTHER OPERATING REVENUES $ 359,732,444 $ 332,184,980
OPERATING EXPENSES
Operation 125,672,811 113,025,449
Maintenance 27,011,834 26,354,386
Depreciation 45,916,579 39,607,336
Loss on impairment of assets — 8,584,533
Purchases of firm power 67,357,080 71,725,131
Other purchases & interchanged power, net (6,871,851) 7,739,394
City of Seattle occupation tax 21,040,841 19,601,966
Other taxes 15,048,848 13,777,098
Total operating expenses 295,176,142 300,415,293
Net operating income $ 64,556,302 $ 31,769,687
OTHER INCOME AND DEDUCTIONS
Investment income 6,978,465 6,559,820
Interest expense, net (45,633,313) (40,668,327)
Other income, net (1,558,908) (1,762,796)
(40,213,756) (35,871,303)
NET INCOME (LOSS) $ 24,342,546 $ (4,101,616)

RETAINED EARNINGS
Balance at beginning of the year $ 263,527,603 $ 268,762,974
Adjustment for the cumulative effect on prior years
of implementation of GASB Statement No. 23,
“Accounting and Financial Reporting for Refundings

of Debt Reported by Proprietary Activities” — (2,831,202)
Unrealized gain (loss) on investments available for sale (197,849) 1,697,447
Net income (loss) 24,342 546 (4,101,616)
Balance at end of the year $ 287,672,300 $ 263,527,603

The accompanying notes are an integral part of these financial statements.
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FOR THE YEARS ENDED DECEMBER 31,

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash paid to suppliers and employees
Taxes paid

Net cash provided by operating activities

CASH FLoOws FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from long-term debt, net of discount
Bond issue costs paid
Principal paid on long-term debt
Interest paid on long-term debt
Acquisition and construction of capital assets
Proceeds from sale of property, plant and equipment
Contributions in aid of construction

Net cash used for capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from long-term loans receivable
Long-term loans issued
Proceeds from investments held to maturity
Proceeds from investments available for sale
Purchases of investments available for sale
Interest received on investments

Net cash provided by investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of year

RECONCILIATION OF NET OPERATING INCOME TO NET CASH PROVIDED BY OPERATING ACTIVITIES

Net operating income
Adjustments to reconcile net operating income to net cash
provided by operating activities:
Depreciation and amortization
Cash provided by (used for) changes in operating assets and liabilities:
Accounts receivable
Unbilled revenues
Materials and supplies and coal inventory
Prepayments and other
Provision for injuries and damages
Accounts payable, taxes and other
Accrued vacation and sick leave

Other
Total adjustments

Net cash provided by operating activities

The accompanying notes are an integral part of these financial statements.

1996

$ 383,120,961

1995

$ 356,144,654

(233,793,892) (226,879,706)
(35,981,014) (34,279,474)
113,346,055 94,985,474

49,304,038 61,756,999
(274,324) (262,103)
(29,700,000) (27,670,000)
(42,117,238) (37,298,454)
(91,860,224) (119,892,926)
2,827,011 894,853
3,935,041 3,874,892

(107,885,696)

(118,596,739)

1,127,108 1,586,886
(1,941,607) (1,202,061)
— 9,212,000

— 30,011,696

FLE (14,896,621)
5,878,360 6,863,358
5,063,861 31,575,258
10,524,220 7,963,993
45,032,960 37,068,968

$ 55,557,180 $ 45,032,961
1996 1995

$ 64,556,302 31,769,687
50,288,314 52,158,850
(7,931,715) 5,030,157
(2,597,289) 2,345,737
1,146,833 (2,641,307)
(1,369,549) (2,362,329)
(640,398) 1,409,181
6,454,776 (1,596,018)
386,491 749,422
3,052,290 8,122,094
48,789,753 63,215,787

$ 113,346,055 94,985,474
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NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1996 AND 1995

NOTE (1) OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City Light Department (the Department) is the public electric utility of the City of Seattle (the City). The Department sup-
plies electrical energy to other City agencies at rates prescribed by City ordinances. The establishment of the Department’s rates is
within the exclusive jurisdiction of the City Council. A requirement of Washington State law provides that rates must be fair,
nondiscriminatory and fixed to produce revenue adequate to pay for operation and maintenance expenses and to meet all debt ser-
vice requirements payable from such revenue. The Department pays occupation taxes to the City based on total revenues.

The Department also provides nonenergy services to other City agencies and during 1996 and 1995 received $1.9 million and $2.3
million, respectively, for such services. Included in accounts receivable at December 31, 1996 and 1995, are $2.2 million and $2.0
million, respectively, representing amounts due from other City departments for services provided and for interest receivable on
investments.

The Department receives certain services from other City agencies, including those normally considered to be general and adminis-
trative. For services received, the Department paid approximately $24.2 million and $24.4 million, respectively, in 1996 and 1995.
Included in accounts payable for the same time periods are $4.9 million and $6.9 million representing amounts due other City
departments for goods and services received.

ACCOUNTING STANDARDS

The accounting and reporting policies of the Department are regulated by the Washington State Auditor’s Office, Division of
Municipal Corporations, and are based on the Uniform System of Accounts prescribed for public utilities and licensees by the
Federal Energy Regulatory Commission (FERC).

Pursuant to Statement No. 20 of the Governmental Accounting Standards Board (GASB), “Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting,” the Department has elected to imple-
ment all Financial Accounting Standards Board statements and interpretations except for those that conflict with or contradict GASB
pronouncements. Accordingly, the Department applies Statements of Financial Accounting Standards (SFAS) No. 107, “Disclosures
about Fair Value of Financial Instruments,” No. 115, “Accounting for Certain Investments in Debt and Equity Securities,” and No.
121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of.”

UTILITY PLANT

Utility plant is recorded at original cost which includes both direct costs of construction or acquisition and indirect costs, including
an allowance for funds used during construction. The allowance represents the estimated costs of financing construction projects
and is computed using the Department’s most recent long-term borrowing rate. The allowance totaled $2.0 million and $5.7 mil-
lion in 1996 and 1995, respectively, and is reflected as a reduction of interest expense in the statements of income and retained earn-
ings. Property constructed with contributions in aid of construction received from customers is included in utility plant.

Provision for depreciation is made using the straight-line method based upon estimated economic lives of related operating assets.
The Department uses a half-year convention method on the assumption that additions and replacements are placed in service at
mid-year. The composite depreciation rate was approximately 3.0% in 1996 and 1995. When operating plant assets are retired, their
original cost together with removal costs, less salvage, is charged to accumulated depreciation. The cost of maintenance and repairs is
charged to expense as incurred, while the cost of replacements and betterments is capitalized.

AMORTIZATION
Discounts or premiums on investments purchased are amortized over the term of the investment using the straight-line method, the
results of which are not materially different from the effective interest method.

Bond issue costs and discounts are amortized to interest expense using the effective interest method over the term of the bonds.

The excess of costs incurred over the carrying value of bonds refunded on early extinguishment of debt is amortized as a component
of interest expense using the straight-line method. Prior to 1995, these costs were being amortized over the term of the new bonds.
In 1995, the Department implemented the provisions of GASB Statement No. 23, “Accounting and Financial Reporting for
Refundings of Debt Reported by Proprietary Activities,” which requires amortization over the shorter of the remaining life of the old
debt or the life of the new bonds. The cumulative effect on retained earnings for periods prior to 1995 was a reduction of $2.8 mil-
lion. Deferred refunding costs amortized to interest expense totaled $4.0 million in 1996 and $4.1 million in 1995.

GASB Statement No. 23 prescribes that deferred costs on refunding should be reported as a component of long-term debt on the
balance sheet. Accordingly, deferred costs in the amount of $42.5 million and $46.5 million, respectively, are reflected as such in the

1996 and 1995 balance sheets.

RESTRICTED ASSETS

In accordance with the Department’s bond resolutions, state law or other agreements, separate restricted assets have been established.
These assets are restricted for specific purposes including the establishment of the Municipal Light & Power Bond Reserve Fund,
financing of the Department’s ongoing Capital Improvement Program and other purposes.
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CASH AND CASH EQUIVALENTS

The City pools and invests all temporary cash surpluses for City departments. These residual investments are short term, and highly
liquid; accordingly, the Department’s equity in residual investments is reflected as cash. The City’s residual investment pool included
reverse repurchase agreements at the end of 1995 but not at the end of 1996, although the City did invest in such instruments dur-
ing the year. Earnings from the investment pool are prorated monthly to City departments based on average daily cash balances.

The City’s deposits, including demand, money markets, and certificates of deposit are entirely covered by the Federal Deposit
Insurance Corporation (FDIC) or by collateral held in a multiple financial institution collateral pool administered by the
Washington Public Deposit Protection Commission (PDPC). The PDPC is a statutory authority established under Chapter 39.58 of
the Revised Code of Washington.

For purposes of the Statements of Cash Flows, the Department considers all highly liquid debt instruments with an original maturity
of three months or less to be cash equivalents.

INVESTMENTS

The City is authorized to purchase the following investment instruments: Certificates of Deposit issued by Washington State deposi-
tories that participate in a state insurance pool, U.S. Treasury and agency securities, prime bankers’ acceptances and commercial
paper trading in the secondary market, certain municipal and local bonds issued in Washington State, and repurchase or reverse
repurchase agreements. All transactions, with the exception of reverse repurchases, are executed on a delivery-vs.-payment basis, with
delivery to and from the City’s Safekeeping Agent.

With respect to credit risk as defined in GASB Statement No. 3, “Deposits with Financial Institutions, Investments (including
Repurchase Agreements), and Reverse Repurchase Agreements,” all investments owned by the Department are classified in category
1, (i.e., they are insured or registered, or are securities held by the entity or by the entity’s agent in the entity’s name.) The
Department did not own any repurchase or reverse repurchase agreements at either year end.

Pursuant to SFAS No. 115, “Accounting for Certain Investments in Debt and Equity Securities,” the Department has defined its
investments as either “held to maturity” or “available for sale.” Investments in the bond reserve fund are restricted as to use and it is
the Department’s policy to hold such reserve investments to maturity. These investments are reported at amortized cost.

Investments unrestricted as to use are “available for sale” and are reported at fair value. Unrealized gains and losses on investments

&
available for sale are recorded as a separate component of equity. Realized gains and losses are reflected in the income statement upon
sale of a security.

COMPENSATED ABSENCES

Permanent employees of the Department earn vacation time in accordance with length of service. A maximum may be accumulated
and, upon termination, employees are entitled to compensation for unused vacation. At retirement, employees receive compensation
equivalent to 25% of their accumulated sick leave. The Department accrues all costs associated with compensated absences, includ-

ing payroll taxes.

REVENUES

Service rates are authorized by City of Seattle ordinances. Billings are made to customers on a monthly or bimonthly basis. Revenues
for energy delivered to customers between the last billing date and the end of the year are estimated and reflected in the accompany-
ing financial statements under the caption “unbilled revenues.”

The Department’s customer base is comprised of four identifiable groups which accounted for electric energy sales as follows:

1996 1995
Residential 38.0% 36.6 %
Commercial 37.4 38.5
Industrial 13.8 13.9
Governmental 10.8 11.0
100.0 % 100.0 %

Recent federal legislation has significantly accelerated the pace of change in the electric power industry, introducing competition
among suppliers of energy and expanding access to transmission facilities for the wheeling of bulk power.

One of the steps the Department has taken to adapt to these changes is the development of an experimental alternative rate schedule
for customers in the High Demand General Service Class. The experimental program, authorized by the City Council on September
16, 1996, offers these high-demand customers the option of buying energy at market rates based on Dow Jones California-Oregon
border price indices in lieu of pre-established rates fixed by ordinance. Customers choosing the market-rate option are subject to
such rates for a minimum period of one year. However, customers may elect to return to the regular rate schedules if the City adopts
a new rate ordinance within that one-year period.

In 1996, three customers elected to purchase energy under the alternative rate structure. During the fourth quarter, $3.8 million or 94,607
megawatt hours were sold to these customers at market rates which exceeded the energy portion of regular rates by approximately 9.8%.
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In early 1997, market rates fell below fixed rates to such a degree that alternative rate customers actually realized a 5.4% savings over
the five-month initial experimental period extending from October 1, 1996, through February 1997. The Council adopted a new
rate ordinance effective March 6, 1997, giving customers the option of returning to standard rates.

USE OF ESTIMATES

The preparation of the financial statements in conformity with generally accepted accounting principles requires management to
make estimates and assumptions that affect amounts reported in the financial statements. The Department has used significant esti-
mates in determining reported unbilled revenues, accumulated provision for injuries and damages, allowance for doubtful accounts,
accrued sick leave, and other contingencies. Actual results may differ from those estimates.

RECLASSIFICATIONS
Certain 1995 account balances have been reclassified to conform to the 1996 presentation.

NOTE (2) LOSS ON IMPAIRMENT OF ASSETS

Losses on the impairment of assets in 1995 consisted of a $6.1 million write-down related to the 1996 sale of the City Light
Building in downtown Seattle, and a $2.5 million write-down related to obsolete Power Control Center equipment which was subse-
quently retired in 1996.

NOTE (3) JOINTLY OWNED PLANT

The Department is one of eight public and private utilities which constructed and own as tenants-in-common a 1,343 MW coal-
fired, steam-electric generating plant located near Centralia, Washington. The Departments ownership interest is 8%. The
Department’s share of operating expenses and plant investment associated with the Centralia Steam Plant is included in the accom-
panying financial statements. The Department’s share of the investment in the Centralia Steam Plant at December 31, is as follows:

1996 1995

Utility Plant $ 28,081,635 $ 28,125,280
Less - accumulated depreciation (18,352,687) (17,568,390)
$ 9,728,948 $ 10,556,890

On December 31, 1992, the Department established a trust for the purpose of funding the Department’s 8% share of the reclama-
tion costs of the Centralia Coal Mine. The initial funding of the trust in the amount of $1.7 million was derived from the
Department’s previous contributions to the operator of the mine for reclamation costs. Payments into the trust have been, and will
continue to be, reflected as a component of the fuel costs for the Centralia Steam Plant. At December 31, 1996, the balance in the
trust was $3.2 million. Trust assets are not reflected on these financial statements.

NOTE (4) LONG-TERM DEBT

PRIOR LIEN BONDS

In October 1996, the Department issued $30.0 million in Municipal Light and Power (ML&P) Revenue Bonds which bear interest
rates ranging from 5.25% to 5.625% and which mature serially October 1, 2002 through 2021. Proceeds were used to finance a
portion of the Department’s ongoing Capital Improvement and Conservation Programs.

In September 1995, the Department issued ML&P Revenue Bonds, Series A, in the amount of $60.0 million, bearing interest rates
ranging from 5.00% to 5.70%. These bonds, issued in denominations of $5,000, will mature serially September 1, 1999 through
2020. In October 1995, the Department issued ML&P Revenue Bonds, Series B, in the amount of $2.3 million, bearing interest
rates ranging from 4.05% to 4.80%. These bonds, issued in denominations of $500, will mature serially September 1, 1998 through
2005. Proceeds from the 1995 bonds were also used to finance a portion of the Department’s Capital Improvement and
Conservation Programs.

Prior lien bonds outstanding at December 31, 1996, totaled $742.3 million. Principal redemptions extend through 2021 with inter-
est to be paid at rates from 4.05% to 6.625%. Future debt service requirements on these bonds are as follows:
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$472,730,890

Year ending Principal Interest

December 31, Redemptions Requirements Total
1997 $ 31,645,000 $ 39,527,651 S A7
1998 31,313,000 38,230,971 69,543,971
1999 33,385,000 36,821,652 70,206,652
2000 34,079,500 35,225,409 69,304,909
2001 36,705,000 33,570,136 70,275,136
Thereafter 575,167,500 289,355,071 864,522,571

$1,215,025,890



The Department is required by ordinance to fund reserves for prior lien bond issues in an amount equal to the lesser of (a) the maxi-
mum annual debt service on all bonds secured by the reserve fund or (b) the maximum amount permitted by the Internal Revenue
Code (IRC) of 1986 as a “reasonably required reserve or replacement fund.” Upon issuance of the 1996 bonds, the maximum annual
debt service on prior lien bonds increased from $69.5 million to $71.2 million. The IRC’s requirement increased from $65.8 million
to $68.3 million. At December 31, 1996, the balance in the reserve fund was $50.9 million. The reserve must be fully funded by
October 1, 2001.

In 1986, 1992, and 1993, the Department issued refunding revenue bonds which were used to defease certain outstanding prior lien
bonds. Proceeds of the refunding bonds were placed in separate irrevocable trusts to provide for all future debt service payments on
the bonds defeased. Accordingly, neither the assets of the respective trust accounts nor the liabilities for the defeased bonds are
reflected in the Department’s financial statements. The bonds defeased in 1986 were redeemed in full during 1995. The bonds
defeased in 1992 and 1993 had outstanding balances of $56.2 million and $16.1 million, respectively, as of December 31, 1996.
Funds held in the respective trust accounts on December 31, 1996, will be sufficient to service and redeem the defeased bonds.

SUBORDINATE LIEN BONDS

The Department is authorized to issue a limited amount of adjustable rate bonds which are subordinate to prior lien bonds with
respect to claim on revenues. Subordinate lien bonds may be issued to the extent that the new bonds will not cause the aggregate
principal amount of such bonds then outstanding to exceed the greater of $70.0 million or 15% of the aggregate principal amount
of prior lien bonds then outstanding. Subordinate bonds may be remarketed daily, weekly, short-term, or long-term, and may be
converted to prior lien bonds when certain conditions are met.

In December, 1996, the Department issued ML&P Adjustable Rate Revenue Bonds in the amount of $19.8 million, subject to a
mandatory redemption schedule spanning the period from June 1, 2002 to June 1, 2021. These bonds were marketed weekly at an
interest rate from 3.55% to 4.00% during 1996. Proceeds were used to finance capital improvements and conservation programs.

The 1990 bonds in the amount of $25.0 million and 1991 Series B bonds in the amount of $20.0 million were marketed on a
short-term basis during 1996 with interest rates ranging from 3.05% to 4.40%. The 1991 Series A bonds in the amount of $25.0
million and the 1993 bonds in the amount of $22.0 million were priced weekly at interest rates from 2.95% to 5.00% in 1996.
As of December 31, 1996, the Department had outstanding subordinate lien bonds totaling $111.3 million. Future principal redemp-
tions and interest requirements on these bonds, based on estimated interest rates ranging from 2.86% to 4.04%, are as follows:

Year ending Principal Interest
December 31, Redemptions Requirements Total
1997 $ 600,000 $ 4,058,916 $ 4,658,916
1998 900,000 4,411,501 5,311,501
1999 1,900,000 4,134,591 6,034,591
2000 2,100,000 3,935,959 6,035,959
2001 2,400,000 3,569,183 5,969,183
Thereafter 103,400,000 31,276,748 134,676,748
$ 111,300,000 $ 51,386,898 $162,686,898

NOTE (5) FAIR VALUE OF FINANCIAL INSTRUMENTS
The following methods and assumptions were used to estimate the fair value of each class of financial instrument:

CASH AND CASH EQUIVALENTS
The carrying amount approximates fair value because of the short maturity of these instruments.

INVESTMENTS
The fair values of the investments are estimated based on quoted market prices for those or similar investments.

LONG-TERM DEBT
The fair value of the Department’s long-term debt is estimated based on the quoted market prices for the same or similar issues or
on the current rates offered to the Department for debt of the same remaining maturities.
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The carrying amount and estimated fair values of the Department’s financial instruments are as follows:

December 31, 1996 December 31, 1995
Carrying Fair Carrying Fair
Amount Value Amount Value
Restricted Assets:
ML&P Bond Reserve Fund
- Cash and cash equivalents $ 18,819,437 $ 18,819,437 $ 15,488,173 $ 15,488,173
- U.S. Government securities held
to maturity, maturing 1999 to 2003 32,097,630 33,423,546 32,123,015 34,376,978
Bond proceeds and other
- Cash and cash equivalents 404,112 404,112 606,211 606,211

$ 51,321,179 $ 52,647,095 $ 48,217,399 $ 50,471,362

Current Assets:

Cash and cash equivalents $ 36,333,631 $ 36,333,631 $ 28,938,577 $ 28,938,577
U.S. Government securities
- Available for sale maturing 2001 $ 4,515,702 $ 4,754,531 $ 4,518,947 $ 4,955,625
- Unrealized gains (losses) 238,829 436,678
$ 4,754,531 $ 4,754,531 $ 4,955,625 $ 4,955,625
$ 41,088,162 $ 41,088,162 $ 33,894,202 $ 33,894,202
Long-term Debt:
- Prior Lien Bonds $ 732,923,535 $ 750,395,586 $ 731,487,332 $ 760,128,195
- Subordinate lien 110,933,711 111,300,000 91,663,493 92,000,000

$ 843,857,246 $ 861,695,586 $ 823,150,825 $ 852,128,195

NOTE (6) PENSION COSTS

All permanent nonuniformed City employees participate in the Seattle City Employee’s Retirement System (the System), a single
employer public employee retirement system. The payroll for City employees covered by the System for the year ended December
31, 1996, was $316.9 million; total City payroll was $472.5 million.

Benefits vest after five years of covered service. City employees may retire after 30 years of service regardless of age; after age 52 with 20
years or more of service; after age 57 with 10 or more years of service; and after age 62 with five or more years of service. The System
also provides death and disability benefits. These benefit provisions and all other requirements are established by City ordinance.

The City is required to contribute 8.91% of covered payroll to fund the System. City employees are required to contribute 8.03% of
their annual basic salary to the System. The Department’s 1996 and 1995 contributions of $6.3 million and $6.8 million represent-
ed approximately 22% and 24%, respectively, of total contributions required of all participating entities. The Department’s employ-
ees contributed $5.8 million and $6.1 million in 1996 and 1995, respectively.

In 1995, the System elected early implementation of GASB Statement No. 25, “Financial Reporting for Defined Benefit Pension
Plans and Note Disclosures for Defined Contribution Plans.” This standard requires biennial actuarial valuations for financial report-
ing purposes and financial statement disclosure of funding progress and employer contributions.

An actuarial valuation was performed for the System as a whole as of January 1, 1996. The System does not make separate measure-
ments of actuarial assets and liabilities for individual City departments. The actuarial liability computed as of January 1, 1996, was
$1,019.7 million. The System’s net assets available for benefits on that date valued at market were $980.2 million, leaving an
unfunded actuarial liability (UAL) of $39.5 million. System assets consist largely of U.S. government bonds, domestic and interna-
tional securities, mortgage holdings and real estate. The valuation report concluded that investment returns along with employer’s
contributions at current rates will be sufficient to meet the actuarial cost of the System accruing on the valuation date and to amor-
tize the UAL over five years.

Ten-year historical trend information showing the System’s progress in accumulating sufficient assets to pay benefits when due is pre-
sented in the System’s December 31, 1996, annual financial report.

NOTE (7) DEFERRED COMPENSATION

The Department’s employees may contribute to the City of Seattle’s Voluntary Deferred Compensation Plan (the Plan), created in
accordance with Internal Revenue Code Section 457. The Plan, available to all City employees, permits them to defer a portion of
their salary until future years. The deferred compensation is paid to employees upon termination, retirement, death, or unforeseeable
emergency.

All amounts of compensation deferred under the Plan and all income attributable to those amounts are (until paid or made available
to the employee or other beneficiary) solely the property and rights of the City, subject only to the claims of the City’s general credi-
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tors. Participants’ rights under the Plan are equal to those of general creditors of the City in an amount equal to the fair market value
of the deferred account for each participant. The amounts deferred are the property of the City of Seattle, the Department’s oversight
entity. As such, the Plan assets and the corresponding liability to employees for deferred compensation and accumulated net earnings
thereon are not separately reported in the Department’s balance sheets, but are instead reported in an agency fund in the City of
Seattle’s comprehensive annual financial report.

It is the opinion of the City’s legal counsel that the City has no liability for investment losses under the Plan. Under the Plan, partic-
ipants select investments from alternatives offered by the Plan Administrator, who is under contract with the City to manage the
Plan. Investment selection by a participant may be changed from time to time. The City does not manage any of the investment
selections. By making the selection, enrollees accept and assume all risks that adhere in the Plan and its administration.

NOTE (8) PURCHASED AND INTERCHANGED POWER

BONNEVILLE POWER ADMINISTRATION

The Department purchases electric energy from the U.S. Department of Energy, Bonneville Power Administration (BPA) under a
long-term contract expiring in 2001. The BPA rate structure is based on the total amount of energy delivered and the monthly peak
power demand.

Until August 1, 1996, the Department was an actual computed requirements customer of BPA and was entitled to buy from BPA
the energy required to fill the variance between its customer load and its firm power resources. The Department had a right to dis-
place this entitlement, which in recent years has ranged from 206 to 260 average megawatts annually, by payment of an availability

charge.

In July, 1996, the Department entered into an amendment to the power purchase agreement with BPA to reduce the yearly entitle-
ment to 195 megawatts, a major portion of which is displaceable. The contract amendment, effective August 1, 1996, extends
through the remaining life of the contract and required payment of a diversity fee of $2 million which will be amortized over the
five-year contract period. During 1996, the power purchased under this contract was approximately 60 average megawatts.

In 1983, the Department entered into separate net billing agreements with BPA and the Washington Public Power Supply System
(the Supply System), a municipal corporation and joint operating agency of the State of Washington, with respect to sharing costs
for the construction and operation of three nuclear generating plants. Under these agreements, the Department is unconditionally
obligated to pay the Supply System a pro rata share of the total annual costs, including debt service to finance the cost of construc-
tion, whether or not construction is completed, delayed or terminated, or operation is suspended or curtailed. The net billing agree-
ments provide that these costs be recovered through BPA rates. One plant is in commercial operation. Construction of the other two
plants has been terminated.

LUcKY PEAK PROJECT

In 1984, the Department entered into a purchase power agreement with four irrigation districts to acquire 100% of the net output
of a hydroelectric facility constructed in 1988 at the existing Army Corps of Engineers Lucky Peak Dam on the Boise River near
Boise, Idaho. The irrigation districts are owners and license holders of the project. The agreement, which expires in 2038, obligates
the Department to pay all ownership and operating costs, including debt service, over the term of the contract, whether or not the
plant is operating or operable. During 1996, the power purchased under this agreement was approximately 52 average megawatts. To
properly reflect its rights and obligations under this agreement, the Department includes as an asset and liability the outstanding
principal of the Project’s debt, net of the balance in the Project’s reserve account.

BRITISH COLUMBIA-ROSS DAM

In 1984, an agreement was reached between the Province of British Columbia and the City of Seattle under which British Columbia
will provide the Department with power equivalent to the planned increased capacity of Ross Dam in lieu of the Department’s con-
struction of the addition. The agreement was ratified by a treaty between Canada and the United States in the same year. The power
is to be received for 80 years and began in 1986. The Department makes annual payments to British Columbia of $21.8 million,
which represent the estimated cost the Department would have incurred for financing had the addition been constructed. The pay-
ments are being made for 35 years and began in 1986. The Department is also paying equivalent operation and maintenance costs,
estimated at $138,000 in current dollars, which began in 1986 and will continue for 80 years. The power available for purchase
under this agreement is approximately 36 average megawatts per year.

In addition to the direct costs of power under the agreement, the Department had incurred costs of approximately $8 million in
prior years related to the proposed addition and was obligated to help fund the Skagit Environmental Endowment Commission
through four annual $1 million payments. These costs have been deferred and are being amortized to purchased power expense over
35 years.

OTHER LONG-TERM PURCHASE POWER AGREEMENTS

The Department also purchases energy from two public udility districts (PUDs), three irrigation districts and a power exchange cor-
poration under separate contracts expiring in 2005, 2026 and 2003, respectively. During 1996, the power purchased under these
contracts was approximately 115 average megawatts. The rates under the PUD and irrigation district contracts represent a share of
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the operating and debt service costs in proportion to the share of total energy to which the Department is entitled whether or not
these plants are operating or operable. The rates under the power exchange contract represent a share of the generating entities’ oper-
ating and debt service costs in relation to the portion of energy received by the Department.

MINIMUM PAYMENTS UNDER PURCHASE POWER CONTRACTS
The Department’s share of minimum payments under its contracts with the PUDs, irrigation districts, power exchange corporation,
Lucky Peak Project and British Columbia, excluding operating costs, for the period 1997 through 2021 are:

Year ending Minimum
December 31, Payments
1997 $ 45,354,350
1998 47,179,964
19959 47,129,807
2000 46,717,053
2001 46,735,745
Thereafter 553,369,869

$ 786,486,788

Costs under these long-term contracts totaled $50.7 million in 1996 and $50.0 million in 1995. Energy received represented
approximately 77% of the Department’s total purchases under firm power contracts during 1996 and 72% during 1995.

OTHER POWER TRANSACTIONS

Other power transactions include purchases under short-term agreements and interchanges of secondary power between utilities in
response to seasonal resource and demand variations. In July 1996, the Department entered into a one-year agreement with a nation-
al power exchange corporation to participate in a real-time electronic trading system designed for wholesale electricity. Under the
agreement, participants may buy, sell and wheel power according to the service schedules established by the national power exchange
corporation.

Fluctuations in annual precipitation levels materially affect the energy output from the Department’s hydroelectric facilities.
Accordingly, the net interchange of secondary power in and out may vary significantly from year to year. The Department’s net
power purchases and interchange activities are reflected in the statements of income and retained earnings.

NOTE (9) DEFERRED COSTS

The City Council passed resolutions in 1984 and 1985 authorizing the debt financing and deferral of all programmatic conservation
costs incurred by the Department. These resolutions were fully implemented by 1986. Approximately $5.0 million and $9.4 million
in programmatic conservation costs were deferred in 1996 and 1995, respectively. These costs are to be recovered through rates over
20 years. In 1996 and 1995, $3.0 million and $2.6 million, respectively, were amortized to expense. The total remaining balances of
unamortized conservation costs at December 31, 1996 and 1995, were $44.3 million and $42.2 million, respectively.

In 1994, the City Council also passed legislation to enable the Department to defer recognition of $6.4 million in purchased power
expenses until 1995 to coincide with the collection of surcharge revenues imposed from June 1, 1994, to February 28, 1995, to
cover unusually high power costs resulting from the continuation of unfavorable water conditions in the region. Such revenues and
expenses are reflected in the 1995 financial statements.

NOTE (10) PROVISION FOR INJURIES AND DAMAGES
In 1995, the Department adopted GASB Statement No. 10, “Accounting and Financial Reporting for Risk Financing and Related

Insurance Issues.”

The Department is self-insured for casualty losses to its property, for environmental cleanup, and for certain losses arising from
third-party damage claims. At December 31, 1995, the City initiated a program to convert its insurance plan for on-the-job injuries
to a cost reimbursement program. The Department was included in the first phase of the program and, as a result, accrued a $2.3
million expense and liability for its industrial insurance claims outstanding at December 31, 1995. The liability had formerly been
recorded in the City’s Industrial Insurance Fund.

The Department establishes liabilities for claims based on estimates of the ultimate cost of claims that have been reported but not
settled. The length of time for which such costs must be estimated varies depending on the nature of the claim. Estimated amounts
of recoverable expenditures are deducted from liabilities. Actual claims costs depend on such factors as inflation, changes in doctrines
of legal liability, and damage awards; therefore, the process of computing liabilities yields a range of losses rather than an exact
amount. Claims liabilities are recomputed periodically using a variety of actuarial and statistical techniques to produce current esti-
mates that reflect recent settlements, claim frequency, and other economic and social factors.

Pursuant to GASB Statement No. 10, liabilities for lawsuits and claims are discounted over an eight-year period at the City’s rate of
return on investments, 5.576% in 1996 and 5.191% in 1995. Liabilities for environmental cleanup and for casualty losses to the
Department’s property are not discounted due to uncertainty with respect to the settlement dates.
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The schedule below presents the changes in the provision for injuries and damages during 1996 and 1995:

1996 1995
Unpaid claims at January 1 $ 4,420,528 $ 3,955,000
Payments (2,894,361) (2,997,645)
Incurred claims 1,765,011 3,463,173
Unpaid claims at December 31 S 3291178 $ 4,420,528
The provision for injuries and damages is included in current and noncurrent liabilities as follows:

1996 1995
Noncurrent liabilities $ 2,236,782 $ 2,877,181
Accounts payable, accrued payroll, taxes and other 1,054,396 1,543,347

$ 3,291,178 $ 4,420,528

NOTE (11) COMMITMENTS AND CONTINGENCIES

OPERATING LEASES

In December 1994, the City entered into an agreement on behalf of the Department for a ten-year lease of office facilities in down-
town Seattle commencing February 1, 1996. In early 1996, the City purchased the building in which these facilities are located, thus
becoming the Department’s lessor.

The Department also has three other long-term operating leases for smaller facilities used for office and storage purposes.

Minimum payments under the leases are:

Year ending Minimum
December 31, Payments
10972 $ 2,539,800
1998 3,000,940
1999 3,035,373
2000 3,152,284
2001 3,221,053
Thereafter 14,109,502

$ 29,058,952

OTHER
In May of 1995, FERC renewed the Department’s operating license for the Skagit Hydroproject, to the year 2025. Associated with
the license are Settlement Agreements which commit the Department to undertake certain mitigation activities.

The financial requirement for the Department’s 1997 Capital Improvement Program is approximately $97,121,936 and the
Department has substantial contractual commitments relating thereto.
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FINANCIAL SUMMARY

FOR THE YEARS ENDED DECEMBER 31,

1996

1995

1994

1993

1992

BALANCE SHEET

Assets
Utility plant, net
Capitalized purchased

power commitment

Restricted assets
Current assets
Other assets

$ 977,989,654 $ 941,202,979

$ 884,740,413

$ 781,818,157

$ 709,189,445

Total assets

94,465,223 99,116,465 103,507,934 107,603,630 110,848,618
S1321,179 48,217,399 65,926,735 80,300,227 80,698,537
152,083,209 134,000,222 128,485,409 130,150,705 115,854,767
68,036,044 63,551,241 59,852,977 52,776,071 57,389,007
$1,343,895,309 $1,286,088,306 $1,242,513,468 $1,152,648,790 $1,073,980,374

Equity & Liabilities
Equity™
Long-term debt, net*
Noncurrent liabilities
Current liabilities
Deferred credits

$ 373,684,268

$ 343,171,034

$ 342,630,649

$ 338,994,372

$ 345,596,162

Total equity & liabilities

769,109,579 747,441,062 707,048,755 616,689,577 540,379,599
90,789,505 97,363,646 100,725,934 106,515,341 111,096,299
108,836,521 97,304,889 91,383,550 89,557,509 76,546,589
1,475,436 807,675 724,580 891,991 361,725
$1,343,895,309  $1,286,088,306 $1,242,513,468 $1,152,648,790 $1,073,980,374

STATEMENT OF INCOME
Operating Revenues

Residential $ 132,505,751 $ 122,053,704 $ 119,280,590 $ 121,445,608 $ 105,763,215
Commercial 132,806,239 127,427,454 125,981,677 120,246,908 110,214,746
Industrial 49,771,070 46,127,576 45,674,234 44,736,490 42,408,964
Governmental 38,990,344 36,545,279 35,821,463 33,174,146 30,455,932
Unbilled revenue-net change 2,597,289 (2,345,737) 6,043,405 756,227 3,721,022
Total sales of electric energy 356,670,693 329,808,276 332,801,369 260,559,579 292,563,879
Other revenues 3,061,751 2,376,704 2,311,637 2,519,787 2,519,799
Total operating revenues 359,732,444 332,184,980 335,113,006 322,879,166 295,083,678
Operating Expenses
Generation 29,411,054 26,257,468 28,021,010 28,324,933 28,696,588
Purchases of firm power 67,357,080 71,731,764 93,441,862 88,046,741 82,322,122
Net interchanged & other power costs  (3,729,679) 10,434,969 1,803,374 14,007,171 3,006,807
Transmission 18,983,536 17,685,650 15,184,127 14,595,114 12,687,015
Distribution 34,074,948 34,668,075 33,367,796 34,339,713 32,414,451
Customer service & accounting 24,685,271 23,442,674 22,552,438 23,805,301 23,467,156
Administration & general 42,387,664 34,623,760 37,175,788 35,889,388 40,031,975
Loss on impairment of assets — 8,584,533 — = =
Taxes** 36,089,689 33,379,064 40,811,020 36,155,115 31,817,995
Depreciation & amortization 45,916,579 39,607,336 35,341,408 32,027,721 28,215,639
Total operating expenses 295,176,142 300,415,293 307,698,823 307,191,197 282,659,748
Net operating income 64,556,302 31,769,687 27,414,183 15,687,969 12,423,930
Other income (expense), net (1,558,908) (1,762,796) 311,195 1,003,712 (391,821)
Interest earned on investments 6,978,465 6,559,820 7,078,653 9,107,478 7,836,387
Total operating and other income 69,975,859 36,566,711 34,804,031 25,799,159 19,868,496
Interest Expense
Interest, premium & discount 47,594,633 46,381,316 38,352,541 37,994,537 35,417,663
Interest charged to construction (1,961,320) (5,712,989) (3,819,447) (2,025,306) (1,485,826)
Net interest expense 45,633,313 40,668,327 34,533,094 35,969,231 33,931,837
Net income (loss) $ 24,342,546 $ (4,101,616) $ 270,937 $ (10,170,072) $ (14,063,341)

*In accordance with GASB Statement No. 23, “Accounting and financial Reporting for Refundings of Debt Reported by Proprietary Activities, deferred losses on
refundings, which had previously been reported under ‘Other Assets,” are now reported on the balance sheet and above as a component of long-term debt. Equity has
been adjusted in 1995 to reflect the cumulative effect of implementing GASB Statement No. 23. (See Note 1 to the Financial statements.)

** In 1996, the Department initiated the policy of allocating FICA taxes to O&M in addition to capital projects. 1995 Operating expenses have been re-stated to reflect

this change.
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As OF DECEMBER 31, 1996

Years

1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

Totals

*

Parity Bonds Subordinate Lien Bonds
Principal ‘ Interest ‘ Total Principal | Interest**
$ 31,645,000 $ 39,527,651 $ 71,172,651* $ 600,000 $ 4,058,916
31,313,000 38,230,971 69,543,971 900,000 4,411,501
33,385,000 36,821,652 70,206,652 1,900,000 4,134,591
34,079,500 35,225,409 69,304,909 2,100,000 3,935,959
36,705,000 33,570,136 70,275,136 2,400,000 3,569,183
38,611,500 31,752,986 70,364,486 3,360,000 3,370,173
38,605,000 29,799,273 68,404,273 3,585,000 3,218,519
40,590,000 27,808,168 68,398,168 4,115,000 3,098,127
41,036,000 25,678,545 66,714,545 4,445,000 3,001,956
36,475,000 23,535,875 60,010,875 4,775,000 2,810,528
38,480,000 21,535,144 60,015,144 5,305,000 2,567,191
32,775,000 19,762,336 52,537,336 5,840,000 2,305,339
34,645,000 17,909,566 52,554,566 6,270,000 2,107,435
36,635,000 15,927,346 52,562,346 6,705,000 1,897,082
21,765,000 14,092,263 35,857,263 7,345,000 L7037
23,070,000 12,823,038 35,893,038 7,785,000 1,427,120
24,445,000 11,467,399 F592,599) 8,425,000 1,182,307
25,925,000 10,006,236 35,931,236 8,865,000 933,696
27,195,000 8,459,911 35,654,911 9,410,000 665,156
29,135,000 6,865,717 36,000,717 7,755,000 385,777
30,885,000 5,154,886 36,039,886 2,600,000 249,535
20,295,000 3,340,705 23,635,705 2,750,000 174,368
15,575,000 2,132,411 17,707,411 1,300,000 97,642
16,590,000 1,166,297 17,756,297 1,355,000 59552
2,435,000 136,969 2,571,969 1,410,000 20,108
$ 742,295,000 $ 472,730,890  $1,215,025,890 $ 111,300,000 $ 51,386,898

Maximum debt service—see Note 4 on page 17.

** Based on actual and estimated interest rates ranging from 2.86 - 4.04%

[DIEE ST S = IRV IEN 3 RGO [ 3 IR AE D

FOR THE YEARS ENDED DECEMBER 31,

1996
1995
1994
1993
1992

Revenue Available Debt Service Debt Service $ 1,500
for Debt Service Requirements Coverage

$ 144,099,243 68,001,376 A 1.200
109,851,627 59,663,957 1.84
95,888,859 57,873,998 1.66

81,203,608 48,214,226 1.68 900
69,088,191 47,068,934 1.47

600

300

96

95 94

B Long-term Debt

LONG-TERM DEBT TO TOTAL ASSETS
(in millions)

93 92

B Total Assets
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STATEMENT OF BONDED DEBT

As oF DECEMBER 31, 1996

Amount Amount Due

Interest Amount Amount Outstanding Within Accrued
Name of Bond  When Due Rate (%) Issued Redeemed 12/31/96 One Year Interest
Bonds redeemed at 12-31-96
General Lien Bonds
1903-14 1923-1924 $ 4,044,000
Revenue Bonds*
1917-93 1923-2010 $1,099,206,000
Series 1992 1997 4.600 $ 4,655,000 $ 4,655,000 $ 4,655,000 $ 89,221
Series 1992 1998 4.800 4,280,000 4,280,000 85,600
Series 1992 1999 5.000 4,270,000 4,270,000 88,958
Series 1992 2000 5.100 4,250,000 4,250,000 90,313
Series 1992 2001 5.200 4,740,000 4,740,000 102,700
Series 1992 2002 5.300 4,710,000 4,710,000 104,013
Series 1992 2003 5.400 5,680,000 5,680,000 127,800
Series 1992 2004 5.500 5,630,000 5,630,000 129,021
Series 1992 2005 5.625 5,575,000 5,575,000 130,664
Series 1992 2006-2012 5.750 72,250,000 72,250,000 1,730,990
Series 1992 2013-2014 6.000 19,310,000 19,310,000 482,750
Series 1992 2015-2017 5.750 33,450,000 33,450,000 801,406
Series 1993 1997 4.100 26,990,000 26,990,000 26,990,000 184,432
Series 1993 1998 4.300 22,870,000 22,870,000 163,902
Series 1993 1999 4.500 25,205,000 25,205,000 189,038
Series 1993 2000 4.600 26,370,000 26,370,000 202,170
Series 1993 2001 4.700 27,620,000 27,620,000 216,357
Series 1993 2002 4.800 28,840,000 28,840,000 230,720
Series 1993 2003 4.900 27,250,000 27,250,000 222,542
Series 1993 2004 5.000 28,525,000 28,525,000 237,708
Series 1993 2005 5.100 29,795,000 29,795,000 253,258
Series 1993 2006 5.200 23,020,000 23,020,000 199,507
Series 1993 2007 5.300 24,200,000 24,200,000 213,767
Series 1993 2008 5.400 12,020,000 12,020,000 108,180
Series 1993 2009-2010 5.450 25,415,000 25,415,000 230,853
Series 1993 2011-2013 5.500 12,425,000 12,425,000 113,896
Series 1993 2014-2018 5375 25,645,000 25,645,000 229,733
Series 1994 1998-2004 6.000 20,320,000 20,320,000 609,600
Series 1994 2005 6.100 4,210,000 4,210,000 128,405
Series 1994 2006 6.200 3,615,000 3,615,000 112,065
Series 1994 2007 6.250 4,335,000 4,335,000 135,469

Continued on next page.

§ @ oag bl GLR IR % 7 Jiid @ sl



Amount

Amount Due

Interest Amount Amount Outstanding Within Accrued

Name of Bond  When Due Rate (%) Issued Redeemed 12/31/96 One Year Interest
Series 1994 2008 6.400 3,895,000 3,895,000 124,640
Series 1994 2009-2011 6.500 14,130,000 14,130,000 459,225
Series 1994 2012-2020 6.625 64,495,000 64,495,000 2,136,397
Series 1995 1998 4.050 853,000 853,000 11,515
Series 1995 1999 5.000 1,565,000 1,565,000 26,083
Series 1995 2000 4.300 754,500 754,500 10,814
Series 1995 2001 5.000 1,770,000 1,770,000 29,500
Series 1995 2002 4.500 241,500 241,500 3,623
Series 1995 2002-2004 5.000 4,825,000 4,825,000 80,417
Series 1995 2005 4.800 456,000 456,000 78295
Series 1995 2006-2007 5.000 4,650,000 4,650,000 77,500
Series 1995 2008 3,125 2,515,000 2,515,000 42,965
Series 1995 2009 5.300 2,655,000 2,655,000 46,905
Series 1995 2010 5.400 2,805,000 2,805,000 50,490
Series 1995 2011 5.500 2,970,000 2,970,000 54,450
Series 1995 2012 5.600 3,145,000 3,145,000 58,707
Series 1995 2013-2018 5.625 23,285,000 23,285,000 436,594
Series 1995 2019-2020 5.700 9,815,000 9,815,000 186,485
Series 1996 2002-2008 5.250 7,055,000 7,055,000 925974
Series 1996 2009 5.300 1,235,000 1,235,000 16,364
Series 1996 2010 5.400 1,300,000 1,300,000 17,550
Series 1996 2011-2013 5.500 4,365,000 4,365,000 60,019
Series 1996 2014-2021 5.625 16,045,000 16,045,000 225,632
Total Parity Bonds $742,295,000 $742,295,000 $ 31,645,000 $ 12,200,805
Subordinate Lien Bonds

Series 1990 1997-2015 3.050-4.400** $ 24,500,000 $ 24,500,000 $ 600,000 $ 190,302
Series 1991 1998-2016 2.400-5.000** 45,000,000 45,000,000 198,533
Series 1993 1999-2018 2.400-5.000** 22,000,000 22,000,000 62,273
Series 1996 2002-2021 3.550-4.000** 19,800,000 19,800,000 43,360
Total Subordinate Lien Bonds $111,300,000 $111,300,000 $ 600,000 $ 494,468
Total Bonded Debt $853,595,000 $853,595,000 $ 32,245,000 $ 12,695,273

& Including bonds defeased through refundings and Subordinate Lien Bonds.

** Adjustable rates in effect during 1996.



CONSUMER STATISTICS

FOR THE YEARS ENDED DECEMBER 31,

1996 1995 1994 1993 1992
Average number of consumers *
Residential 304,287 303,199 301,679 301,647 297,496
Commercial 30,005 29,823 29,648 29,520 33,339
Industrial 295 293 286 286 301
Governmental 1,945 2,004 2,012 1,995 2,190
Total 336,532 335,319 333,625 333,448 333,326
Kilowatt hours (in 000’s)
Residential 3,267,794 3,109,816 3,157,205 3,260,890 3,068,067
Commercial 3,506,608 3,406,116 3,402,508 3,360,561 3,315,871
Industrial 1,412,509 1,359,805 1,376,258 1,420,708 1,478,817
Governmental 987,010 946,555 920,659 877,956 866,674
Unbilled kWh—net change 14,079 (33,463) 17,409 (5,227) 2,951
Total 9,188,000 8,788,829 8,874,039 8,914,888 8,762,380
Average annual revenue per customer
Residential $ 435 § 403 $ 395 § 403 $ 356
Commercial $ 4,426 % A075 B 4,249 $ 4,073 $ 3,306
Industrial $ 168,715 $ 157,432 $ 159,700 $ 156,421 $ 140,894
Governmental $ 20,046 $ 18,236 $ 17,804 § 16,629 $ 13,907

* The method for counting customers was changed in January 1994. Statistics for 1993 reflect the new method and approximate the average number of consumers for the
year. The new method changed the way non-residential consumers are reported. The apparent reduction in non-residential customers from 1992 to 1993 is entirely a
result of the new method. In fact, no major losses of customers occurred.

RESIDENTIAL CONSUMPTION

kWh Number of
(in 000’s) Customers
3,500,000 — ~ 307,500

3,000,000 - "

2,500,000 — oy

- 303,500
2,000,000 —
1,500,000 —

1,000,000 — ~ 299,500
500,000 —

U ' ! ! |~ 295,500

96 95 94 93 92

mm Kilowatt Hours Used  mm Residential Customers
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CONSUMER STATISTICS

FOR THE YEARS ENDED DECEMBER 31,

Average annual consumption per customer

(kWhs)*
Residential - Seattle

- National
Commercial - Seattle

- National
Industrial - Seattle

- National
Governmental - Seattle

- National

Average rate per kilowatt hour (cents)*

Residential - Seattle

- National
Commercial - Seattle

- National
Industrial - Seattle

- National
Governmental - Seattle

- National
Total - Seattle

- National

1996 1995 1994 1993 1992
10,739 10,257 10,465 10,810 10,313
10,287 10,042 9,944 9,874 9,383

116,867 114,211 114,763 113,840 99,459
66,930 66,821 65,789 62,399 61,066
4,788,116 4,640,973 4,812,091 4,967,510 4,913,013
1,766,092 1,757,621 1,765,219 1,764,869 11, 7525013
507,460 472,333 457,584 440,078 395,742
112,224 108,309 198,346 190,718 224,993

4.05 5597/ 3.78 3.72 3.45

8.22 8.40 8.38 8.32 8.20

3.79 3.74 3.70 3.58 552

7.48 7.70 773 7.72 7.67

3.52 330 332 3.15 2.87

4.59 4.66 4.73 4.89 4.92

395 3.86 3.89 3.78 Bl

6.84 6.89 6.90 6.83 6.11

3.88 375 375 3.59 3.34

6.76 6.90 6.91 6.93 6.84

* Source of national data: Edison Electric Institute Quarterly Statistics. National averages are revised for 1995.

AVERAGE ANNUAL RESIDENTIAL CONSUMPTION

(Kilowatt Hours)

93 92

AVERAGE RESIDENTIAL RATES
(Cents per Kilowatt Hour)
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POWER

FOR THE YEARS ENDED DECEMBER 31,

POWER COSTS

1996
Hydraulic generation* $ 26,619,873
Steam generation*® 12,739,214
Purchased power 67,357,080
Interchange purchases** 11,974,145

Deferred power costs™** —

(18,845,997)

Interchange sales™

Owned transmission* 5,855,282
Wheeling expenses 15,700,345
Other power expenses 3,142,173

1995 1994 1993 1992

$ 23,518,844 $ 22,219,767 $ 22,889,840 $ 21,533,238
10,840,635 14,012,862 13,496,214 14,939,954
71,725,131 93,441,862 88,046,739 82,322,122
9,095,478 13,166,694 18,243,906 8,362,891
6,383,055 (6,383,055) = =
(7,739,139) (7,292,972) (6,313,261) (7,299,916)
5,209,857 4,100,757 3,929,709 4,415,190
14,833,571 12,903,626 12,364,452 9,944,544
2,608,079 2,312,707 2,076,526 1,943,832

$ 124,542,115

Total power costs

$ 136,475,511 $ 148,482,248 § 154,734,125 §$ 136,161,855

POWER STATISTICS (1000’S KWH)

1996 1995 1994 1993 1992

Hydraulic generation 7,921,980 7,009,856 4,891,636 5,347,899 5,194,898
Steam generation 602,360 441,939 749,802 696,933 791,398
Purchased power 2,349,801 2,226,029 3,712,201 3,454,247 3,225,908
Interchange purchases** 803,311 648,939 799,440 793,651 670,471
Interchange sales** (1,892,277) (730,270) (637,705) (637,672) (674,949)
Nonmonetary interchange (4,782) (183,025) (95,807) (168,974) 1,192
Less - self-consumed, line

losses and unbilled (592,393) (624,639) (545,528) (571,196) (446,538)

Total power delivered 9,188,000 8,788,829 8,874,039 8,914,888 8,762,380
Average cost per kWh delivered

(in mills)*** 13,555 15.528 16.732 17,257 15,539

* Including depreciation

Kk

drought conditions; in 1995, conditions returned to normal.

Nonfirm interchange power can fluctuate widely from year to year depending upon water conditions in the region. From 1992 to 1994, the region experienced

*** Interchange purchase costs in the amount of $6,383,055 were deferred from 1994 to 1995. Had costs not been deferred, the average price per kWh delivered would

have been 14.802 mills in 1995 and 17.452 mills in 1994.

1996 SOURCES OF POWER

Centralia Steam

%
| / South Fork Tolt
<1%

/

- Skagit

25%

Boundary — i
46%

~

~ Cedar Falls

<1%
T Miscellaneous
BC Hydro' ppa 14%
3% 59
I Generated I Treaty M Purchased
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CHANGES IN OWNED GENERATING SYSTEM

CAPABILITY & TOTAL INSTALLED REQUIREMENTS
CAPABILITY
Peaking

Capability Kilowatts Kilowatts
Year Plant KW Added  Total KW Year Average Load Peak Load*
1905-09 Cedar Falls Hydro Units 1, 2, 3 & 4 10,400 10,400 1950 154,030 312,000
1912 Lake Union Hydro Unit 10 1,500 11,900 1955 381,517 733,000
1914-21 Lake Union Steam Units 11, 12 & 13 40,000 51,900 1960 512,787 889,000
1921 Newhalem Hydro Unit 20 2,300 54,200 1965 635,275 1,138,000
1921 Cedar Falls Hydro Unit 5 15,000 69,200 1970 806,813 1,383,000
1924-29 Gorge Hydro Units 21, 22 & 23 60,000 129,200 1975 848,805 1,429,387
1929 Cedar Falls Hydro Unit 6 15,000 144,200 1980 963,686 1,771,550
1932 Cedar Falls Hydro Units 1, 2, 3 & 4 (10,400)* 133,800 1985 1,025,898 1,806,341
1932 Lake Union Hydro Unit 10 (1,500)* 132,300 1986 996,648 1,699,434
1936-37 Diablo Hydro Units 31, 32, 35 & 36 132,000 264,300 1987 987,070 1,724,726
1951 Georgetown Steam Units 1, 2 & 3 21,000 285,300 1988 1,022,442 1,731,518
1951 Gorge Hydro Unit 24 48,000 333,300 1989 1,059,272 IBO7.9252'8
1952-56  Ross Hydro Units 41, 42, 43 & 44 450,000 783,300 1990 1,088,077 2,059,566
1958 Diablo Plant Modernization 27,000 810,300 1991 1,065,987 1,815,164
1961  Gorge Hydro, High Dam 67,000 877,300 1992 1,048,055 1,743,975
1967 Georgetown Plant, performance test gain 2,000 879,300 1993 1,082,616 1,875,287
1967 Boundary Hydro Units 51, 52, 53 & 54 652,000 1,531,300 1994 1,074,852 B3I 9525
1972 Centralia Units 1 & 2 102,400 1,633,700 1995 1,072,692 1,748,657
1980 Georgetown Steam Units 1, 2, & 3 (23,000)* 1,610,700 1996 1,110,133 1,950,667
1986 Boundary Hydro Units 55 & 56 399,000 2,009,700
1987 Lake Union Steam Units 11, 12 & 13 (40,000)* 1,969,700 "+ Omedionw pele
1989-92  Gorge Units 21, 22, & 23, new runners 4,600 1,974,300
1993 Centralia Transmission Upgrade 5,000 1,979,300
1995 South Fork Tolt 16,800 1,996,100

*Retirement of units (decrease in total capability).

CAPABILITY* AND REQUIREMENTS

kW (in 000’s)
2,500

2,000 —

1,500 —

1,000

500

1950 1955 1960 1965 1970 1975 1980 1985 1990 1991 1992 1993 1994 1995 1996

|
Peak Load * Does not include peaking capability from firm

mmmm Average Load purchase power contracts. In 1996, 570,200 kW
in capacity was available from contracts.

Generating Capability
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UTILITY PLANT

FOR THE YEARS ENDED DECEMBER 31,

Steam plant*

Hydroelectric plant*
Transmission plant*
Distribution plant*

General plant*

Total electric plant in service

Accumulated depreciation

Total plant in service,
net of depreciation

Nonoperating properties,
net of depreciation

Utility plant,

net of depreciation
Construction work-in-progress

Net utility plant

* Including land.

1996 1995 1994 1993 1992

$ 28,081,635 $ 28,135,008 $ 28,208,499 $ 27,860,042 $ 27,480,234
471,002,970 454,327,915 389,471,695 378,704,091 364,385,933
125,810,457 125,864,222 115,657,431 81,089,319 80,116,067
727,614,852 688,041,605 644,624,627 603,731,447 563,652,203
157,075,200 162,969,631 137,631,879 110,137,533 98,881,492
1,509,585,114  1,459,338,381  1,315,594,131  1,201,522,432  1,134,515,929
(598,452,675)  (579,252,987)  (540,562,575)  (511,162,622)  (485,935,784)
911,132,439 880,085,394 775,031,556 690,359,810 648,580,145
6,327,458 6,185,158 6,026,464 5,782,109 5,743,308
917,459,897 886,270,552 781,058,020 696,141,919 654,323,453
60,529,756 54,932,427 103,682,393 85,676,238 54,865,992

$ 977,989,653

$ 941,202,979 $ 884,740,413

$ 781,818,157 $ 709,189,445

NET UTILITY PLANT

(in 000’s)
$ 1,000,000
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B Utility Plant, Net of Depreciation
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1996 UTILITY PLANT
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PAYROLL & EMPLOYEE BENEFITS

FOR THE YEARS ENDED DECEMBER 31,

1996 1995 1994 1993 192,
Full-time equivalent positions 1778 1834 1845 1879 1934
Straight time $ 68,559,759 $ 67,176,208 $ 65,010,169 $ 63,653,556 $ 63,789,946
Overtime 6,280,851 8,375,159 7,483,853 6,850,279 4,910,594
Vacation and other paid time off 13,681,042 12,861,272 12,037,011 12,275,838 11,882,419
Miscellaneous 248,551 168,153 174,915 428,823 882,197
Total payroll 88,770,203 88,580,792 84,705,948 83,208,496 81,465,156
Employee benefits 20,703,817 22,114,733 23,286,553 24,191,553 21,831,770
Total payroll and employee benefits $ 109,474,020 $ 110,695,525 $ 107,992,501 $ 107,400,049 $ 103,296,926

Percentage of employee benefits
(including paid time off) to

straight time 50.2% 52.1% 54.3% 57.3% 52.9%
TAXES & CONTRIBUTIONS TO THE COST OF GOVERNMENT
FOR THE YEARS ENDED DECEMBER 31,

1996 1995 1994 1993 1992

Taxes
City occupation and business taxes $ 21,047,317 $ 19,609,185 $ 21,367,022 $ 18,880,673 $ 17,038,108
State public utility and business taxes 13,371,007 12,420,698 13,744,590 10,830,223 8,858,735
Payroll and other special taxes 357,815 4,509,911 4,447 457 5,286,146 4,590,633
Contract payments for

government services 1,313,550 1,246,035 1,251,951 1,158,073 1,330,519
Total taxes as shown in

statement of income 36,089,689 37,785,829 40,811,020 36,155,115 31,817,995
Taxes/licenses charged to accounts

other than taxes 8,400,757 3,848,210* 3,793,586 3,763,897 2,629,716
Other contributions to the

cost of government 3,442,587 4,698,960 4,438,745 3,497,645 3,269,862
Total miscellaneous taxes 11,843,344 8,547,170 8,232,331 7,261,542 5,899,578
Total taxes and contributions $ 47,933,033 $ 46,332,999 $ 49,043,351 $ 43,416,657 $ 37,717,573
* Revised

1996 PAYROLL & BENEFITS 1996 TAXES
Overtime
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1 ’ Miscellaneous
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- Benefits
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SERVICE AREA/ENERGY RESOURCES
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ELECTED OFFICIALS
As OF DECEMBER 31, 1996

Norman B. Rice, Mayor of Seattle
Mark Sidran, City Attorney

CITY COUNCIL MEMBERS
Martha Choe

Utilities & Environmental Management Committee Alternate
Cheryl Chow

Susan Donaldson
Utilities & Environmental Management Committee

Jan Drago
John Manning
Jane Noland

Utilities & Environmental Management Committee

Margaret Pageler

Chair, Utilities & Environmental Management Committee

Tina Podlodowski
Tom Weeks

POINTS OF CONTACT
MAIN OFFICE

Key Tower

700 Fifth Avenue, Suite 3100
Seattle, Washington 98104-5031
(206) 625-3000

PHONE NUMBERS

Conservation Hotline . ....... (206) 684-3800
Customer Service

(Seattle Public Utilities) . . . . .. (206) 625-3000
Employment Hotline ........ (206) 684-7999
List of Payment Locations . . . .. (206) 625-3000
@itige ludlite, TP (206) 625-4448
St oript TGS W S B (206) 684-3030
Translations Services ......... (206) 625-3000
ACTRANDID) LA &8s 2 0 0 00000 a- (206) 684-3225
Vegetation Management/

Gl i) o (206) 386-1663

MANAGEMENT
As OF DECEMBER 31, 1996

Gary Zarker, Superintendent
Jim Ritch, Deputy Superintendent
Finance €& Administration Branch

Andrew Lofton, Deputy Superintendent
Customer Service Branch

Jesse Krail, Deputy Superintendent
Electric Service Branch

Ted Coates, Deputy Superintendent
Wholesale Branch

Lynn Best, Acting Director
Environment ¢& Safety

Dorothy Smiley, Director

Human Resources

Dana Backiel, Chief Engineer

UTILITIES SERVICE CENTER
Municipal Building

400 Fourth Avenue, Room 106
Seattle Washington 98104

Electrical Services

North of Denny Way ........ (206) 517-3272

South of Denny Way ........ (206) 654-2720

Streetlights

o sizjpeints el slEms G u o oo (206) 625-7494

Installation/Other

North or Denny Way ........ (206) 684-4904
....................... or 517-3272

South of Denny Way ........ (206) 386-1659
....................... or 654-2720

WEB SITE

http://www.ci.seattle.wa.us/seattle/light





