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R E C ov E R y R E FO c U s , About Seattle City Light

Seattle City Light, a department of the City of Seattle, is one of the nation’s largest

publicly owned utilities in terms of the number of customers served. Our customers
include the cities of Seattle, Shoreline, Burien, Lake Forest Park and portions of
Normandy Park, Tukwila, Renton, SeaTac, and unincorporated King County.

We are funded by customer revenue, not taxes, and governed by the elected
leaders of the City of Seattle.

Over 900,000 people in the Seattle area rely on Seattle City Light every day to keep

their homes comfortable, businesses operating, and communities vibrant. It is our As a recognized national leader in energy efficiency and environmental stewardship,

responsibility and privilege to provide our customers power that is reliable, Seattle City Light provides low-cost, reliable, and environmentally responsible

affordable, and environmentally responsible. electric power. We meet over half of our customers’ electric needs from hydropower
dams owned and operated by Seattle City Light. Most of the remaining power

Like many things in 2020, our strategic planning process stopped abruptly when comes from hydropower purchased from the Bonneville Power Administration and

COVID-19 hit. We quickly pivoted to focus on the immediate safety and health of our investments in renewable and conservation resources. We are proud to offer our

community, customers, and employees. customers some of the lowest electricity rates in the nation.

| am so proud of the work done by Seattle City Light staff. They quickly learned new
ways to work, from virtual meetings to new work-safety requirements. In a time filled
with fear and uncertainty, they stayed focused on taking care of our customers,
neighbors, and their colleagues. They made sure people were safe, helped those
who were struggling to pay, and maintained progress on critical projects.

Now, with a hopeful eye to the future, we have returned to our strategic plan. We B I I H E N U M B E Rs

know times are still uncertain, and that our region’s recovery is likely to be sporadic.
But the plan is our North Star compass, keeping us oriented to where we ultimately
intend to be.

As a public utility, our goals are defined by our customers and the communities we
serve. The public has made clear they expect us to deliver affordable, reliable
electricity in an environmentally responsible way. They also count on us to handle
any crisis that comes along while we meet their evolving needs. That's why we need
a shared vision, institutional flexibility, and more than one path to becoming the
utility of the future. | believe this plan defines our destination while maintaining the
flexibility we will need to deal with the uncertainty ahead.

A strategic plan is no substitute for values. I'm proud of Seattle City Light and the
values we share with the communities we serve. We will continue to deliver reliable
energy to our customers while working to also improve the environment, advance
equity, achieve excellence, put customers first, and take care of our employees.
We are honored to be a force for the Seattle area’s recovery as we work together to
build a more equitable, sustainable future.

Thank you,

'KS\K’\ WHY THIS IS A FIVE-YEAR PLAN

Typically, Seattle City Light’s strategic plans cover six-year periods. However, due to COVID-19, our planning process
. was delayed in 2020 and this plan was revised from a six-year (2021-2026) to a five-year (2022-2026) period.
Debra Smith

General Manager & CEO We'll resume the six-year planning cycle with the 2023-2028 Strategic Plan.
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MISSION

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

VISION

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

Seattle City Light | 2022-2026 Strategic Plan

VALUES

CUSTOMERS FIRST: We believe customer service is everyone’s job.
We pledge to be approachable, respectful, and responsive in providing
products and services that our customers want and need.

ENVIRONMENTAL STEWARDSHIP: We care about the environment
and we are dedicated to enhancing, protecting, and preserving it for
future generations.

EQUITABLE COMMUNITY CONNECTIONS: We are proud to be a local,
community-owned utility. We are visible and actively involved in the
communities we serve. We are rooted in our commitment to racial
diversity, social justice, and the equitable provision of services to all.

OPERATIONAL AND FINANCIAL EXCELLENCE: We strive for
excellence, are forward-focused, and seek new and innovative
solutions to meet the challenges of today and tomorrow. We prioritize
our investments and operating choices to build upon our strong
financial foundation and solid, reliable infrastructure.

SAFE AND ENGAGED EMPLOYEES: We actively practice our
commitment to employee and public safety. We treat each other with
kindness and respect, are personally accountable, and work
effectively in teams.
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FROM PANDEMIC TO PROGRESS:
CITY LIGHT SUCCESSES

In 2020, the utility faced extraordinary challenges — the coronavirus pandemic, the shuttering of
businesses and massive job losses, dangerous air quality, and heightened calls to address racial
disparities and injustice. Throughout these difficult times, the utility adapted to provide safe work
environments for its employees, maintain essential services to customers, and learn from the
experience to build a stronger utility moving forward.

€) Responded to COVID-19

We mobilized quickly and comprehensively to continue delivering services during a severe public
health, economic, and social crisis. Our employees found new ways to adapt their work—from
rethinking how crews deploy to setting up home offices (often next to home-school “classrooms”).
We also restricted planned outages to reduce impacts to customers.

COVID-19 forced us to adjust plans and practices to respond to new norms and changing
demands for service. Our workforce was agile, resilient, and caring. In the face of great
uncertainty and distress, we honored our mission, lived by our values, and provided help to the
most vulnerable among us.

@ Advanced Our Carbon-Neutral Transportation Future

The utility’s Transportation Electrification Strategic Investment Plan identifies what’s necessary to
expand transportation electrification to meet our carbon-neutral goal. The plan describes how
data and community and stakeholder input will help build an equitable and electrified
transportation system.

The plan is already in action. We're working with King County Metro and Washington State Ferries
to build the necessary electrical infrastructure to support public transit electrification. This will
significantly benefit communities that rely on public transit and will reduce air and noise pollution
where impacts are greatest. We've expanded electric vehicle charging infrastructure, invested in
electrification of our fleet, and started constructing a charging depot for municipal and private
fleets. We are also piloting time-of-day rates that enable transportation electrification by
encouraging off-peak vehicle charging for residential and commercial customers.

We'll build on these existing commitments to develop future offerings to support equitable
electric transportation for all and reduce emissions across the region.



@ Made Customer Service More Personal and Convenient

We are committed to continually improving our service to customers. As customer expectations and
technologies change, so must our business practices. We've transformed many important customer
services, such as launching a Business Customer Service Center pilot program that provides
concierge services and developing an online customer portal. The portal includes improved account
management tools and the ability for customers to see and respond to real-time usage data. This
means customers can easily open and close accounts through self-serve options and businesses
have tools to make their work easier.

In coordination with the City of Seattle, City Light:

Provided more flexible payment plans
Helped eligible residential customers self-certify for Utility Discount Program
Reached out to small businesses with delinquencies to offer flexible payment plans

. . £ * Waived interest charges/late fees on delinquencies for eligible businesses
@ Invested in Critical Infrastructure and Assets * Expanded emergency assistance to help with high balances

We continue to make strategic, reliability-enhancing investments in our generation,
transmission, and distribution systems.

Hydropower is clean, carbon-free energy and provides about half of our customers’ power.
We upgraded our hydroelectric generation with improvements in dam safety and long-term
system and facility planning.

The replacement of aging wooden utility poles was particularly important and challenging
in 2020 due to the need to limit planned outages. Thanks to committed crews and staff,
we were able to significantly accelerate our pole replacement schedule and develop a
robust strategy to replace poles that require long-duration permitting efforts.

Additionally, we invested in undergrounding facilities along the Seattle waterfront and
added capacity for light rail.

Joined the Western Energy Imbalance Market

City Light joined the Western Energy Imbalance Market (WEIM) in 2020. This advanced
market system automatically finds low-cost energy to serve real-time consumer demand
across the West. WEIM enhances grid reliability and generates cost savings for
participating utilities. In addition to providing economic advantages, the market improves
the integration of renewable energy, which leads to a cleaner, greener grid. The City Light
team successfully entered WEIM during an unusually challenging time and our first year of
participation has had positive financial results.

Earned the Highest Reliable Power Provider
Designation from the American Public Power
Association (APPA)

In 2020, City Light was one of only 47 utilities to earn the Diamond Reliable Public Power
Provider (RP3)® designation from the APPA. This award recognizes public power utilities for
proficiency in reliability, safety, workforce development, and system improvement. This
three-year designation shows the utility’s dedication to safety, reliability, and sound
business practices.
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STRATEGIC PLAN
PERFORMANCE METRICS

The strategic plan uses performance metrics to track progress and provide insights that allow us to refine our
work. Overall, we're making good progress, but there’s more work to be done. Here are a few examples of
how our work benefits the utility, customers, and the community:

RELIABILITY 2016 2017 2018 2019 2020 2021 \aé

/)
RN\
Outage Duration: SAIDI (in minutes)® 61.0 64.5 BeES 71.9 67.0 64.3 YA |
Outage Frequency: SAIFI? 0.50 0.40 0.50 0.50 0.49 0.47
Generator Availability 83.8% 81.5% 89.1% 84.1% 77.1% 81.4%
Miles of Line Trimmed? 553 417 373 408 323 400

CLEAN ENERGY

Energy Efficiency Incremental Average Megawatts @mw)* 14.0 15.4 14.4 13.0 10.5 10.8

SOCIAL JUSTICE

Utility Discount Program Participants 28,000 | 33,000 31,924 34,028 | 42,094 n/a®

Purchases from Women & Minority Business Enterprises @ miionsy | $15.20 [ $14.00 | $11.50 | $13.00 | $19.70 | $16.37
FINANCE

Debt Service Coverage 1.70 1.90 1.80 2.10 785 1.79

1 SAIDI - System Average Interruption Duration Index (average total number of minutes per year of sustained outage per customer served)

2 SAIFI - System Average Interruption Frequency Index (average number of times a customer’s electric service was interrupted in the year)

3 Tree trimming and vegetation management as measured by transmission line miles

4 Measures our performance toward reaching our state-mandated energy savings target. In 2020, in-home services were suspended for safety due to COVID-19.

5 There is no Utility Discount Program or Emergency Low-income Assistance Program target for 2021. Instead, the focus will be on improving the application
process and removing barriers to apply--thereby increasing the number of new enrollees.

¢ Unaudited
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LQO% N G OUR PLANNING PROCESS

Our customers rely on us to keep the power on, no matter the situation. To do this, we
need a clear vision of where we want to go and plans for how to get there. These plans
must continually adapt to changes in our community, the industry, and the world.

Our values, mission, and vision shape all our planning. They reflect who we are, why we're
here, and what we aspire to. Our vision is where we are headed and our source of
inspiration.

The strategic plan guides us on our path. It’'s our North Star—a navigational aid to help us
get to our destination. The plan takes a high-level, longer-term view; it identifies our key
strategic assets, and it leverages these assets to help us navigate uncertainty.

VISION &
STRATEGIC

Our annual workplan sets service and performance goals and guides our day-to-day D | R ECTlO N
operations. Financial plans such as the Capital Improvement Program, rate trajectory, and
budget help us manage our resources wisely.

The strategic plan informs other detailed and more frequently updated plans.

STRATEGIC &
BUSINESS PLANNING

OPERATIONAL PLANNING

SEATTLE CITY LIGHT STRATEGIC PLAN 101:

WHAT? A framework for making informed decisions to meet current and
future needs of Seattle City Light and its customers.

WHO? Seattle City Light’s executive team leads the planning effort with FINANCIAL PLANNING
input from the Seattle City Light Review Panel, City of Seattle
policymakers, community members, business representatives,
customers, employees, and other stakeholders.

WHY? Disruption is the new normal. Pandemics, climate change,
evolving customer needs, new technologies, and a generational VALU ES
wave of retirements are just a few of the disruptive forces
Creating major Cha”enges for our industry_ PUTTING CUSTOMERS FIRST OPERATIONAL & FINANCIAL EXCELLENCE

ENVIRONMENTAL STEWARDSHIP  EQUITABLE COMMUNITY CONNECTIONS SAFE & ENGAGED EMPLOYEES

11 Seattle City Light | 2022-2026 Strategic Plan
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VOICES

We Heard From You

Seattle City Light uses insights from customers and the community to inform our strategic planning and daily work.

In March and April 2021, Seattle City Light met with 11 stakeholder groups to present the utility’s draft
2022-2026 Strategic Plan. This included the City Light Environmental Advisory Board, members of the
City of Seattle’s Environmental Justice Committee, the Seattle Renters’ Commission, representatives
from the utility’s franchise cities, members of the NW Energy Coalition, representatives from the Seattle
2030 District and Business Owners and Management Association, representatives from the
Multi-Service Center and Hopelink, and representatives from the utility’'s managed accounts.

Several presentations were given to Seattle City Light staff — including presentations to our Race and
Social Justice Change Team — and a Virtual Town Hall was held on April 15, which was open to the public.

In total, City Light engaged with over 200 individuals who brought a variety of perspectives to each
discussion about the priorities presented in the plan.

AREAS OF INTEREST EXPRESSED

* Having a greater voice in the direction of new City Light programs
» Seeing City Light programs and initiatives roll out at a quicker pace
* Supporting City Light's plan to control debt

OPPORTUNITIES IDENTIFIED
* Aligning City Light’s customer-facing programs with other City of Seattle departments

* Reimagining City Light’s bill assistance programs to help those in need who may not be served by
existing programs

* Looking at energy burden holistically and reimagining assistance options
e Lifting up and supporting environmental justice work already underway at the community level

Seattle City Light | 2022-2026 Strategic Plan

City Light Review Panel

The City Light Review Panel” provides advice and recommendations to the Mayor and City
Council on the utility’s strategic plan and rates. The panel includes representatives from
private, public, and nonprofit sectors, utility experts, business leaders, and community
representatives. They meet with City Light leaders regularly and provide valuable input
that helps shape the development of the strategic plan and other efforts.

Leon Garnett (Chair), Low-Income Customer Advocate

Mikel Hansen (Co-Chair), Commercial Customer Representative
Anne Ayre, Industrial Customer Representative

Scott Haskins, Utility Financial Analyst

Sara Patton, Nonprofit Energy Efficiency Advocate

John Putz, At-Large Customer Representative

Tim Skeel (pending confirmation), Economist

"The Seattle City Light Review Panel was created March 22, 2010, through City Council Ordinance Number 123256.

There are currently two panel vacancies—the residential customer and suburban franchise cities representatives.

Community Solar Project, Jefferson Park




IMPROVE THE OBJECTIVE:
» Consistently meet customers’ ™ needs by providing employees with
the opportunities and training required to deliver targeted and

responsive solutions
EXPERIENCE

The energy industry is evolving, and as it does, customers will benefit from more * Customer satisfaction SCOFGS. from mdustry expert§ and Ou_r OW_n
customized services. research (e.g., J.D. Power rating and Seattle City Light longitudinal

Although Seattle City Light has always kept the customer at the heart of our work, benchmarkmg Survey)
changing expectations, as well as emerging needs, mean we need to do even more.
We are focused on engaging with our customers and helping employees see the
impact of their actions from the customers’ perspective.

When we listen to our customers and act on what we hear, we are better able to
anticipate needs, deliver excellent service, and help our customers make smart
energy choices that help them and the planet.

INTEGRATE THE ‘VOICE OF THE CUSTOMER’ INTO OUR ORGANIZATIONAL CULTURE:
We will make use of customer research and engage with and equip our employees with
the tools, skills, and support they need to prioritize customer needs and make
“Customers First” a reality.

STRENGTHEN AND FIX CORE CUSTOMER SERVICES: Service delivery will be improved

by redesigning old processes (e.g., implement Advanced Meter Infrastructure Phase 2, i |

identify and resolve customer pain points through the multi-year “Service-to-Bill Process '_ ! . ' ‘\ seattle

Improvement Project,” which includes appropriately resourcing customer engineering |

services and improving service delivery timelines). I'\ [iw l.ight
] (ffical

2152 Only

EXPAND CUSTOMER SERVICE OPTIONS: To meet customers’ individual needs, we will
develop new programs and services. For example, we will grow programs such as the
business customer service center pilot, offer new energy efficiency programs, and provide
public and residential home charging pilots. We'll also work with community partners and
the City of Seattle to increase the effectiveness of our utility bill assistance programs.

-
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CREATE OUR R
ENERGY FUTURE | |

Our energy future is based on carbon-free renewable resources. However, moving away from fossil
fuels will require significant commitments and partnerships. New infrastructure is needed to ensure
electricity can be accessed wherever and whenever people need it. Similarly, customers will need
more options for accessing and paying for electricity.

NN
|\..I

oy 4

Our energy future must also have robust safeguards in place to prevent and mitigate against serious

and evolving threats. Our city and society rely on the electric system to deliver essential services that,
in turn, support other critical sectors such as financial services, communications, transportation, and
other utilities. This makes us a top target for attack. We must be vigilant in continually tracking risks, . /
addressing vulnerabilities, and securing our assets. J

OBJECTIVES:
FUND AND IMPLEMENT THE ‘UTILITY NEXT’ PORTFOLIO: Utility Next will enable projects

needed to achieve Seattle’s clean energy vision. This includes transformation of our grid while e Build and maintain a smart. resilient. flexible dynamic and
also contributing to the long-term economic recovery and clean energy development of our ' — ; ] ’ ;
region. Projects in this portfolio will modernize the grid, support large-scale renewables and reliable grid infrastructure

storage, expand transportation electrification, prepare the workforce to meet the needs of the . 4 . . .
future, reinvent large capital projects, and advance building electrification. p Prepa re for the increased mtegratlon of distributed energy

IMPLEMENT GRID MODERNIZATION ROADMAP: Our carbon-free future depends on the resources and more customer OptIOI’]S

electrification of transportation and other economic sectors; and this requires a stronger, e Work to reverse historic inequities and avoid collateral harm to
smarter grid to handle the increased consumption. The roadmap will show us the way forward

and prioritize investments needed to support electrification and increase grid flexibility, underserved populations by intentionally prioritizing their needs
automation, reliability, and resiliency. as we create our energy future

IMPLEMENT ELECTRIFICATION PLANS: We will develop, offer, and implement programs
authorized by the Transportation Electrification Strategic Investment Plan, meet building

electrification objectives that are consistent with City policies and codes, and support the
development of the clean energy workforce. S U CC ESS M EAS U R ES:

INTEGRATE DISTRIBUTION SYSTEM AND RESOURCE PLANNING: The Integrated Resource
Plan will be aligned and incorporated into other complementary planning efforts, including

transmission and distribution planning, environmental planning, and the Clean Energy e Penetration of automation on our grid
Transformation Act (CETA) Implementation Plan.

* Increased load and revenue associated with electrification

¢ Reduction of emissions in Environmental Justice communities

DEMONSTRATE LEADERSHIP AND COLLABORATION: We will lead long-term regional
decarbonization and electrification planning efforts, collaborate to ensure the capacity and
availability of carbon-free generation resources, and support the development of regional

solutions. As part of Skagit River Hydroelectric Project relicensing, we will partner with o . s N RS | AN u
government agencies, sovereign Tribes, and regional stakeholders on environmental studies ' s LI = : \'
and mitigations to continue to deliver environmentally responsible, safe, and renewable energy. "/ 4 ; < - "
ry [ .‘
o~
P k
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DEVELOP WORKFORCE &
ORGANIZATIONAL

AGILITY

Our industry is transforming quickly, and so are our customers’ needs. Our products and
services must keep pace. Seattle City Light employees are essential to this evolution,
which is why we must continue to build their skills, create a supportive and diverse
culture, provide them with the right tools and resources to help them succeed and stay
safe, and make sure there’s a talent pipeline to fill and promote the jobs of the future.

Our jobs aren’t easy—and some are very dangerous—so making sure our workforce is
well trained and prepared is critical.

Investing in our people and processes will pay off for customers through increased
accountability, new efficiencies, better customer service, and new service offerings.

INSTITUTIONALIZE ORGANIZATIONAL CHANGE MANAGEMENT: A formal
change management program will be established to provide consistent
structure, standards, training, coaching, and resources. This will help employees
successfully adapt to and master changes in job functions, business processes,
and technology usage.

BUILD AN AGILE WORKFORCE: Our work in this area will include anticipating
new strategic staffing needs, providing training and development opportunities
that prepare employees for the future, supporting the culture change needed for
future success, and building a workforce that reflects our community’s diversity.

Seattle City Light | 2022-2026 Strategic Plan

OBJECTIVE:

* Foster an organization that is nimble, adaptive, and responsive and cultivate
a workforce with the skills and knowledge to advance social justice

SUCCESS MEASURES:

» Workforce development and_culture metrics (e.g., diversity, recruitment,
employment, promotion, and retention measures, and employee culture
survey results)

* Development of foundational and equitably distributed resources and
training to do their jobs suceessfully




ENSURE

FINANCIAL HEALTH
& AFFORDABILITY

Financial stability is essential to everything we do. Responsible financial planning makes it possible
to develop innovative energy solutions, plan for critical investments, and keep our rates affordable.

Some of this work is internally focused, with a long-term debt strategy and improved budget
monitoring. But when we make progress in these areas, our customers benefit with more choices
and stable and affordable prices.

OBJECTIVE:

CONTROL RATE INCREASES: While City Light's rates need to keep up with costs to keep

the lights on, the utility is committed to holding rate increases to a trajectory that resembles L1 e :
inflation. To do this, we will restructure our project tracking and improve budget management * SUpport Iong—term affordab”'ty inSeattle by Offermg ratesthat are tranSpa rent'

to drive accountability. This will allow us to lower labor costs and right-size the capital understandable, reasonable,.£quitable, and consistent for all.eUstomers,

program. Because prudent debt management is crucial for affordability in the long term, G : A ] 3 4 ;
City Light will work with the Review Panel to develop targets and policies to inform our mCIUdmg vulnerable p0pU|at|0nS- This commitment.includes deve|0pmg a

capital financing strategies. sustainable.and predietable approachto setting ratesover time.

PRICE SERVICES FOR THE FUTURE: In our new energy future, clean energy technologies
will power our homes and businesses, small generation sources, like solar, will become

more common, and transportation electrification will continue to grow. The way we .
structure our rates needs to adapt to the new energy future, too. Building on new SUCCESS M EASU RES'
technology from advanced meters and billing system upgrades, City Light will continue to
deliver the strategies outlined in our 2018 Rate Design Report by rolling out new pricing *-Rate path deliveredaccording to eurrent-and prior strategic.pfan commitments
options that encourage decarbonization and grid flexibility while also helping residents | : 1
and businesses manage their energy costs. o Asdebt service coverage ratio of-1.8"0r higheér

ROAD TO RECOVERY: Stable revenues are essential to sustain our financial health and « Ca pital financed 60 percent or less by debt

deliver affordable electricity. As City Light prepares to restart credit and collections after a
five-year hiatus, we need to review and update our policies, services, and practices. At the
same time, we must be transparent, fair, and mitigate the impacts of racial and economic
barriers. We recognize that many of our customers are still struggling in the wake of the
COVID pandemic and we will work diligently to ensure that those facing financial hardships
are aware of and have meaningful access to assistance.

21 Seattle City Light | 2022-2026 Strategic Plan
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WE
POWER

“We Power”® refers to our core function as a utility in providing electricity services to customers.
This is central to all we do and reflects the core mission of our workforce.

As we work on the new efforts outlined in this strategic plan, we will remain committed to our core
business operations and delivering value to our customers in Seattle and our franchise cities.
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OBJECTIVES:

e Continue to advance our mission to provide our customers
with affordable, reliable, and environmentally responsible
energy services

* Prioritize diversity, equity, and inclusion in all that we do

* Actively manage and mitigate the constraints, risks, and
uncertainty of operating in a COVID-adjusted environment

SUCCESS MEASURES:

e Operational dashboards will track performance metrics
for each line of business
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alll ! ' B 8 “We Power” reaches beyond the City of Seattle. We also serve customers
K t 3 i “in Shoreline, Burien, Lake Forest Park and portions of Normandy Park,
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KEEPING CUSTOMER BILLS
AFFORDABLE AND STABLE

City Light's rates are designed to collect the revenue needed to maintain existing and planned operations
while also moving forward on the strategies, programs, and investments in this plan. Our revenues must
cover debt service, operations and maintenance, and costs associated with delivering power. As a
public-owned utility, customer affordability is a key driver to our financial planning and actions.

Factors Driving Rates

INFRASTRUCTURE INVESTMENTS — These are the costs for capital work and to repay bonds
taken out to fund past, present, and future capital programs. Major capital projects currently in
progress include replacing utility poles, Boundary Hydroelectric Project licensing mitigation, and Skagit
River Hydroelectric Project relicensing.

DEBT SERVICE COVERAGE — Debt service coverage measures the ability of an organization to
use its operating income to repay all its debt obligations, including repayment of principal and
interest on short-term and long-term debt. City Light financial policy (Resolution 31187) requires us
to have debt service coverage well above (1.8 times) what is required to pay our debt obligation. Our
strong financial record gives us a favorable bond rating and lower borrowing costs.

OPERATIONS AND MAINTENANCE, TAXES, AND OTHER — These are the costs to run the
utility and maintain our plants and equipment. This broad category includes costs associated with
power production, distribution and transmission, customer services, and administrative support.

POWER COSTS — These are the costs to purchase power and the transmit electricity. These
costs can vary dramatically due to climate and market forces. More snowpack in the mountains
gives us more hydro resources, for example. By the same token, drought may reduce our revenue.
City Light’s largest purchase power contract is with the Bonneville Power Administration.

DECLINING RETAIL DEMAND — The decline in electricity consumption creates upward
pressure on rates. Our current rate structure is primarily based on how much electricity our
customers use; if customers use less electricity, the utility collects less revenue. Maintaining the
power infrastructure is very capital intensive, and these fixed costs do not shrink with less
energy use. That reality can be at odds with our long-standing ethic around conservation and
the wise use of electricity. Looking into the future, the electrification of transportation and
buildings offers new opportunities for load growth to reduce upward rate pressure. City Light's
current load forecast is shown in the chart on page 27.
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PLANNING FOR
FUTURE DEMAND

Forecasting future demand for electricity is very important so City Light can balance supply and demand
and minimize our bulk electricity costs.

Even as the Seattle region has experienced explosive growth over the past decade, City Light customers’
energy consumption has been trending downward due to advancements in energy efficiency.

In 2020, COVID-19 struck and stay-home orders were enacted across the region. City Light saw a deep
drop in demand for electricity as commercial spaces across our predominantly urban service territory
emptied. City Light saw a sharp reduction in demand for electricity from offices, schools, universities, and
places of gathering like churches and theaters. While residential demand for electricity increased some
due to telework, this increase was surpassed by commercial load decline. The timeline for economic
recovery from the pandemic, particularly in the downtown core, will be a key driver for Seattle-region
electricity demand during the upcoming five-year planning horizon.

Looking further into the future, City Light sees electrification of buildings and transportation as key to
stabilizing demand for electricity. The speed at which our region moves away from fossil fuels through
changing building codes, adoption of electric vehicles, and other climate change policy all have the
potential to significantly impact City Light’s future retail demand. (See chart below.)

GWhs

10,000
Declining retail sales over past
decade due to energy efficiency
9,500
Gradual recovery from COVID-19 Long Term:
impacts means flatter load Growth hinges on electrification
during planning period of transportation and buildings
9,000 /
COVID load impact
N 2020 was 4% — —""PJ\
8,500 \ 10%
8,000
7,500

2012 2014 2016 2018 2020 2022 2024 2026 2028 2030 2032 2034 2036 2038 2040

Weather Adjusted Actuals 2019 Forecast e (020 Forecast eeee 2020 Forecast No Electrification

Photo Credit: Hugo C. Ludena
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FUNDING THE PLAN:
OUR 5-YEAR RATE PATH

Seattle City Light is committed to providing strong, secure, and flexible energy infrastructure so all
our customer-owners have access to reliable and affordable electricity, whenever they need it and
wherever they are.

We have a long history of doing just that. Yet, looking ahead, we must confront major challenges,
including the pandemic response, permanent changes to the way people work, and economic
recovery. These challenges will exacerbate the need to balance essential investments with our
shared financial reality.

In line with our commitment to keeping rate increases low, Seattle City Light recommends the rate
path shown in the table below, to ensure the utility can deliver the best customer service in an

affordable, equitable, reliable, and environmentally responsible manner.

The strategic plan proposes a five-year rate path that increases 3.5 percent annually, on average.

2022 2023 2024 2025 2026

Annual Increase 3.9% 3.8% 3.8% 3.0% 3.0%

" Rate approved by Seattle City Council in March 2021.

The table below shows potential bill impacts as examples only. Customers who decrease their
consumption through energy efficiency measures will experience smaller bill impacts. Conversely, as
customers electrify their homes and vehicles, they will see increased City Light bills, while petroleum and
natural gas costs come down.

BILL EXAMPLE 2021 2022 2023 2024 2025 2026
Residential” $76.77 $3.00 $3.04 $3.18 $2.61 $2.68
Residential-UDP (60% Discount) $30.71 $1.20 $1.22 $1.27 $1.04 $1.07
Small Commercial (Car Wash) $465 $18 $18 $19 $16 $16

Medium Commercial (Retail) $7,436 $290 $294 $308 $252 $259

“ Assumes a typical residential customer using 634 kWh/month
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HYDROPOWER:

MEETING CUSTOMERS’
NEEDS FOR CLEAN,
RELIABLE ENERGY

While new, renewable energy sources like wind Hydropower isn’'t “free”— it impacts fish and
and solar power are extremely important to our the nearby environment. That’s why we work
carbon-free future, they are only available when diligently to steward a healthy watershed with
the wind is blowing and the sun is shining. This good facility operations and mitigation efforts
limits their ability to provide electricity every day. that support fish, forests, and wildlife. We are
proud of the work we have done so far and are
Seattle City Light is fortunate to have a clean planning the next generation of improvements.

and always-available resource — hydropower.
The reservoirs created by our hydroelectric
dams store water that can be drawn down to
supply energy when customer need increases
or be saved when there is less need.

Unlike other parts of the country that rely on
resources like coal and/or natural gas, our
hydropower is carbon-free and better

for the environment.

APPENDICES:
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~ B. Outreach Summary
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APPENDIX A

Q“S Seattle City Light

2022-2026 Strategic Plan Financial Forecast

EXECUTIVE SUMMARY

This document details the financial assumptions behind the 3.5% average rate path established by the
2022-2026 Strategic Plan (the “Plan”). The proposed rate path provides the revenue required to deliver
on City Light's Strategic goals outlined in the Plan.

Average rates are derived by dividing the revenue requirement by retail sales. On average the revenue
requirement is increasing by a little over $30M (3.3%) and retail sales are decreasing by 0.3%.

RATE INCREASE SUMMARY

2021 2022 2023 2024 2025 2026 Avg
Revenue Requirement 919.3 9556 9890 1026.2 1,050.2 10791

Annual Increase 3.9% 3.5% 3.8% 2.3% 28%  3.3%
Retail Sales GWh 8,637 8,633 8,607 8,600 8,542 8,520
Annual Change -0.1% -0.3% -0.1% -0.7% -0.3% -0.3%

Average Rate, ¢/kWh 10.65 11.07 11.49 11.93 12.29 12.67
Annual Increase 3.9% 3.8% 3.8% 3.0% 3.0% 3.5%

Below is a table of bill impacts assuming each customer receives the annual rate increase noted above
and maintains a consistent level of consumption. These impacts are examples only and will change after
the retail rate design process is completed for each year. Customers who decrease their consumption
through energy efficiency measures will experience smaller bill impacts.

CUSTOMER BILL IMPACT EXAMPLES

Monthly Bill Monthly Increase

2021 2022 2023 2024 2025 2026 AVG
Residential (634 kWh/mo.) $76.77 $3.00 $3.04 $3.18 $2.61 $2.68 $2.90
UDP Residential (60% Discount) $30.71 $1.20 $1.22 $1.27 $1.04 $1.07 $1.16
Small Commercial-Car Wash $465 $18 $18 $19 $16 $16 $18
Medium Commercial-Retail Store $7,436 $290 $294 $308 $252 $259 $281
Large Industrial-Stone $23,550 $920 $933 $977 $800 $821 $890
Large Commercial-Hospital $94,607 $3,695 $3,747 $3,923 $3,212 $3,298 $3,575
Large Commercial-Education $1,990,939  $77,754 $78,851  $82,561 $67,594 @ $69,399 $75,232
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The COVID pandemic and associated recession significantly reduced City Light's retail sales to
commercial customers in 2020, and this was only partially offset by increased residential sales. The
recovery is expected to last several years and, as a result, City Light's retail sales are expected to be

relatively flat through 2026.
RETAIL SALES FORECAST

GWh

10,000
COVID and Recession expected to have

9,500 Weather Adjusted Actuals lasting lasting impacts on retail sales

2019 Forecast
9,000 “_/
I 4.19

(o]

|

8,500
2020 Forecast
8,000

7,500
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

The below charts and table summarize City Light's revenue requirements for 2022-2026

REVENUE REQUIREMENT DRIVERS CUMULATIVE 2022-2026

2021 Revenue  Debt Service 2026 Revenue

Requirement Coverage o&M Power Cost, Net Other Requirement
$1,150
0,
00 $89.3 5% e —
$1,050 -$17.9-11%
’ Uncollectible revenue and other
$1.000 $75.9 48% income (e.g. late & rental fees)
o return to normal from 2021 levels
)
= $950
= $1,079.1
“ 5-Year Average Increase = 3.5%
$900 100%

W $919.3

Baseline = 0%

M Increase M Decrease

$800
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RETAIL REVENUE REQUIREMENT ANNUAL GROWTH DRIVERS 2022-2026

O&M budget reductions restored

$37.2

2024

Annual Change in the

Revenue Requirement  $28.9

$24.0
. — . -
2025 2026

Uncollectible revenue and other income (e.g., late &

Power Cost, net

4 rental fees) return to normal from 2021 levels

I Other, net

RETAIL REVENUE REQUIREMENT SUMMARY

2023
989.0

244.4
196.4

339.0
10.6

237.7
(40.0)
(17.1)

57.9
(39.8)

1.80

$50
$40 $36.2
$33.5
$30
$20
g
2
= $10
=
-
$0 — |
2022 2023
-$10
-$20
-$30
B Debt Service Coverage — O&M
$, Millions 2022
Revenue Requirement 955.6
Debt Service Coverage
Debt Service 2345
Additional Coverage* 188.0
Operations & Maintenance (O&M)
Baseline 2022 O&M 339.0
Inflation and REC Growth** -
Net Power Costs
Power and Wheeling Contracts 234.5
Net Wholesale Revenue (NWR) (40.0)
Power Related Revenues, Net 17.1)
Other
Taxes, Payments and Uncollectibles 56.1
Miscellaneous Revenue (39.4)
* Debt Service Coverage 1.80

=g Total Costs, net

2024 2025 2026
1,026.2 1,050.2 1,079.1
256.6 2541 256.8
204.1 2222 2311
339.0 339.0 339.0
22.0 322 421
242.3 241.2 246.7
(40.0) (40.0) (40.0)
(17.0) (16.8) (16.5)
59.9 61.4 64.0
(40.8) (43.2) (44.2)
1.80 1.87 1.90

** Inflation on existing O&M and incremental renewable energy credit (REC) investments to meet 1-937 requirements.
Additional detail is included in the O&M section.
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Drivers of 2022-2026 Revenue Requirements and Rates
1. Debt Service and Debt Service Coverage

e Funds historic and future capital investments

e Increases on average $15 million per year

e $1.7 billion 2022-2026 net capital requirements ($338 million per year)
0 43% expected to be funded with operating cash

2. Operating and Maintenance (O&M)
e 2022 O&M - $30 million 2021 budget reductions restored plus inflation
e Cost increase of around $11 million per year during 2022-2026
e Inflation around 3% per year
e Sets overall spending target
o City Light will continue to make resource and organizational adjustments to
deliver on strategic initiatives and core services

3. Net Power Cost
e In total, net power costs are expected to remain relatively stable
o Around 1% growth per year on average
e Bonneville Power Costs are the largest single component at over $200 million
o Expected to increase a little over 2% per year
o Actual 2022 BPA costs are currently expected to come in below the planning
values used in this forecast, and any savings will be passed along to City Light
customers’

4. Other Revenues/Costs?
e Not a large driver, expected to remain stable over planning period
e Uncollectible revenue expected to return to typical levels in 2022
o At higher levels in 2020 and 2021 due to pandemic and recession

1 Based on BPA's preliminary 2022-2023 rate proposal and purchase volumes. Any cost differences will be passed
through to City Light customers with the BPA passthrough mechanism. BPA is expected to announce a final rate
decision in July 2021.

2 Other Costs include state taxes, franchise payments and uncollectible revenue, which tend to grow in proportion
to retail revenue. Miscellaneous revenue comes from a variety of fees and service charges, as well as from interest
earnings; only minor growth in these revenues is anticipated.
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INTRODUCTION

The 2022-2026 Strategic Plan builds on the 2019-2024 Strategic Plan Update (also called the 2018
Strategic Plan), extends the horizon an additional two years to 2026 and shortens the Plan horizon to
five years. The 2021-2026 Strategic Plan was postponed while the Utility focused on COVID-19 related
issues. The 3.6% rate increase that was originally anticipated for January 1, 2021 was canceled to help
mitigate the economic impacts of COVID-19 on ratepayers. However, on March 29, 2021 Seattle City
Council approved a 3% rate increase effective April 1, 2021, along with the removal of the current 3.0%
Rate Stabilization Account (RSA) surcharge.? The net result is no impact on expected customer bills for
the remainder of 2021. At the same time, Seattle City Council approved an across-the-board 3.9% rate
increase for all rate classes, effective Jan 1, 2022, which is reflected in this plan.

This document details the assumptions that determine the average retail rate path for the years 2022-
2026. Average retail rates are not actual billed rates but are the ratio of the revenue requirement to
retail sales and represent the average impact to customer bills, assuming their consumption is constant.

$ revenue requirement ($)
average rate

kwh) retail sales (kwh)

The revenue requirement is the amount of retail revenue that must be collected to balance revenues
with expenses, given current effective financial policies. The chart below illustrates how the revenue
requirement is sized to meet expenses.

REVENUES AND EXPENSES (2022 FORECAST, $MILLIONS)

000
NWR
$800
$600
Revenue
Requirement
$400
$200
S0

Expenses Revenues

3 A 1.5% RSA surcharge was implemented August 2016 and an additional 1.5% surcharge (3% total) was
implemented November 2019. The RSA returned above its $100 million target in Q1 2021 and the surcharges
were set to roll off in Q2.
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Following is a short description of each primary component of the revenue requirement. These are
discussed in detail in the following sections of this document.

Debt Service Coverage

Other

The cost of debt-funded capital investments (including deferred expenses such as programmatic
conservation and superfund remediation) as recovered over time.

Per policy, debt service coverage is set at or above 1.8 times the annual debt service obligation.
The additional funds in debt service coverage above those needed to pay principal and interest
obligations cash-fund a portion of the current year capital requirements, so they are not all debt
financed.

In efforts to mitigate the amount of future debt issued, the targeted debt coverage was
increased in 2025 and 2026 to 1.87 and 1.90, respectively.

Includes cash-related expenses for all O&M costs excluding taxes, purchased power and
wheeling (purchased transmission).

All non-capitalized labor costs are included in this category.

Includes inflation assumptions, additional program funding requirements, as well as mitigating
cost reductions.

Net

Purchased power costs and wheeling costs, net of power revenues.

Includes revenues from surplus power sales net of purchases, also called net wholesale revenue.
Does not include costs of operating owned generation (e.g. Skagit, Boundary hydro projects),
these are part of O&M.

Includes tax payments, franchise payments and uncollectible revenue, net of miscellaneous
revenues.

This document concludes with a short discussion of the retail sales forecast, which is the denominator in
the average rate formula.

DEBT SERVICE COVERAGE (CIP, DEFERRED O&M AND BONDS)

Debt service coverage represents the cost of capital spending, as recovered over time. Net capital
requirements are comprised of the capital improvement program (CIP) plus expenses deferred (such as
programmatic conservation® and superfund remediation), less capital contributions, which are payments
from outside sources that offset capital expenses.

Net Capital Requirements = CIP + Deferred O&M — Capital Contributions

4 Incentives paid to acquire energy efficiency savings. These costs are deferred and amortized over 20 years.
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Net capital requirements are not a direct component of the revenue requirement but determine the
amount of debt (bonds) that must be issued. The principal payments on outstanding debt and
associated interest expense make up debt service.

City Light's debt service coverage policy (established by Resolution 31187) calls for setting rates to yield
sufficient revenue net of expenses to cover annual debt service obligations by at least 1.8 times. Since
the additional amount required for debt service coverage is not an actual expense, these funds are
typically allocated to City taxes® and current year capital expenditures, which reduces the size of future
bonds.

The capital expenditures forecast is based on the 2021-2026 CIP Plan that was adopted in 2020 for the
2021 budget process. It differs from the CIP Plan (budget) in that the timing of spending is adjusted to
reflect projected cash outflows, and amounts are reduced by a 10% assumed under-expenditure.
Capital expenditures also includes deferred O&M, which is treated like CIP.

CAPITAL EXPENDITURES FORECAST

$ Millions 2022 2023 2024 2025 2026
2021-2026 Adopted CIP 337.1 356.4 343.9 340.5 339.2
Deferred O&M 34.7 345 36.3 37.1 39.2

Total Capital Expenditures 371.8 3909 380.1 377.7 3784

The next table summarizes capital requirements and funding sources. Capital contributions include
third-party funding for capital expenses such as service connections and reimbursements for certain
transportation projects. They are included in the forecast as a credit to total capital requirements.
Capital funding from operations reflects cash drawdowns and may represent net operating proceeds
from the current or previous year(s). Bond issuances totaling about $1.0 billion to support 2022-2026
capital requirements will bring total outstanding debt to almost $3.0 billion by 2026.

Per financial policy, the six-year CIP should be funded with at least 40% operating cash. Cash funding
over the five year period is projecting to be around 43%, with years 2022-2024 coming in slightly under
the 40% target and years 2025-2026 exceeding the target, primarily from increasing the targeted debt
service coverage.

® Taxes paid to the City of Seattle are considered junior lien to debt service. They are not included in the taxes
category when calculating the revenue requirement.
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CAPITAL REQUIREMENTS AND FUNDING

$, Millions 2022 2023 2024 2025 2026

Capital Requirements, net

CIp 3371 356.4 343.9 340.5 339.2
Programmatic Conservation 29.6 29.9 30.2 30.5 30.8
Other Deferred O&M 51 4.7 6.1 6.7 8.4
Capital Contributions (43.9) (41.1) (40.3) (41.0) (44.7)
Total 327.9 349.7 339.9 336.7 333.7

Capital Funding

Operations 128.2 1331 1331 1558 170.8
Bond Proceeds 199.8 216.7 206.7 180.9 163.0
Total 327.9 349.7 339.9 336.7 333.7
Total Debt Outstanding 2,702 2,791 2,876 2,936 2,996

Capital requirements determine the size of future bond sales and resulting debt service. The bond size
shown below is slightly higher than bond proceeds shown above to account for issue costs and
required deposits into the bond reserve fund. Debt service assumptions for bonds issued in 2022 and
later assume a 30-year term at a 5.0% interest rate. The existing debt service schedule has sizable
decreases in 2025 and 2026 that provide City Light leadership with an opportunity to increase the debt
service coverage target in 2025 and 2026 while mitigating the rate impacts to customers.

BOND SALES AND DEBT SERVICE, $MILLIONS

Bond Size 2022 2023 2024 2025 2026

Existing! 2230 2195 2172 2009 1914
2021 (Aug)? 200 115 11.5 115 115 115
2022 (Aug)® 206 134 134 134 134
2023 (Aug)3 223 145 145 14.5
2024 (Aug)3 213 13.8 13.9
2025 (Aug)3 187 12.1
2026 (Aug)? 169

Total 2345 2444 2566 2541  256.8

Debt Service Coverage (1.8x) 422.0 4399 461.8 4575 462.3
TAs of December 2020, *Fixed Rate Issue (30 year / 4.0%), *Fixed Rate Issue (30

year / 5.0%)
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OPERATING AND MAINTENANCE (O&M)

Operating and maintenance expenses (O&M) are the costs associated with day-to-day operations.
O&M is a large and diverse category of costs that includes functions such as power production;
distribution and transmission system operation and maintenance; customer services such as billing and
meter reading; and administrative support. This forecast defines O&M as excluding purchased power,
wheeling and taxes, which are included in separate categories.

The basis for the 2022-2026 O&M forecast is the 2022 Endorsed O&M budget,® which is then inflated
by expense type. The 2022 O&M budget restores the $30 million of one-time reductions taken in 2021.
The average annual inflation rate applied to O&M is around 3.0% and represents the increased cost of
providing the same level of services as in 2022. The table below lists the inflation assumption for each
O&M cost category.

BUDGET O&M INFLATION BY CATEGORY

$, millions 2022 2023 2024 2025 2026
Labor? 148.6 153.9 158.9 164.1 169.5
Labor Benefits? 67.3 69.3 71.3 73.2 75.3
Non-Labor! 86.3 88.5 90.6 92.6 94.7
Transfers to City? 70.6 73.1 75.5 78.0 80.6
Operating Supplies’® 11.9 12.2 12.5 12.8 13.1
Overhead Credits®® (47.5) (49.2) (50.8) (52.5) (54.2)

Total Inflated Budget 337.2 347.8 358.0 368.2 378.9

1CPI Growth* 2.5% 2.3% 2.2% 2.3%

2CPI Growth + 0.5% 3.0% 2.8% 2.7% 2.8%

3CPI Growth + 1.0% 3.5% 3.3% 3.2% 3.3%

Avg Growth All O&M 3.1% 2.9% 2.9% 2.9%

4City of Seattle Budget Office January 2021 CPI-W Forecast for King and Snohomish Counties
*Includes IT equipment and software; fuel costs; and inventory material for distribution and generation systems.

%0verhead expenses associated with the Capital Improvement Program (CIP) are removed from the O&M budget
and included as capital expenditures.

There are numerous adjustments made to the 2022 O&M budget to make it consistent with financial
reporting and policies. The following table details these changes. It shows the relationship between the
inflated O&M budget and the O&M forecast.

6In 2020 Seattle City Council only adopted a 2021 budget and did not endorse a 2022 budget as they typically do
with a biannual budget. This 2022 O&M budget reflects the budget that was submitted to and endorsed in 2020
by the City's Budget Office.
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O&M ADJUSTMENTS DETAIL

$, millions 2022 2023 2024 2025 2026
Inflated 2022 Budget 337.2 347.8 358.0 368.2 378.9
adjustments
REC Expense? 12.2 12.2 13.5 13.6 13.6
Intertie Expense! 11 11 1.1 1.2 1.2
PNCA Payment! 19 19 19 19 19
Solar Tax Credit? 16 16 16 16 0.8
Engineering OH (excl from budget) (5.0) (5.1) (5.1) (5.2) (5.2)
Under Expenditure? (10.0) (10.0) (10.0) (10.0) (10.0)
Total O&M 339.0 349.6 361.0 371.2 381.1
2022 O&M Baseline 339.0 339.0 339.0 339.0 339.0
Inflation and REC growth - 10.6 220 322 42.1
Total O&M 339.0 349.6 361.0 371.2 381.1

Ttems that are budgeted as purchased power budget but recognized as O&M in financial statements
-Renewable Energy Credits (RECs) required to meet regulatory requirements, 2022 reflects the purchase of
Stateline RECs under a new, REC-only contract.

-Maintenance costs associated with ownership of the 3™ AC intertie.

-Payments for the Pacific Northwest Coordination Agreement (PNCA) related to the

compensation for the benefits of upstream storage at the Boundary project.
2Passthrough of the production tax credit, offset as a credit to state taxes

3Remove $10 million per year to reflect an assumption of budget under-expenditure.

POWER COSTS, NET

This category includes all costs and revenue associated with the purchase and sale of electricity,
wheeling (purchased transmission) and associated ancillary power management services.

City Light's power portfolio is a relative constant. Except for expiration of the Stateline contract in 2022
and the Grand Coulee contracts in 2024 through 2026, no major contract changes and no new
resources are currently expected in this plan. However, City Light's power portfolio is a dynamic process,
and new resource acquisitions could be pursued before 2026 based on many factors including power
market outlooks, reliability studies and customer programs. Below is a table outlining long-term power
and wheeling costs.
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LONG-TERM POWER AND WHEELING CONTRACTS

$, Millions 2022 2023 2024 2025 2026
BPA Power! 160.4 163.5 164.5 167.6 169.2
Priest Rapids? 15 14 13 1.2 11
Grand Coulee? 7.6 7.8 7.5 1.7 15
Lucky Peak* 9.1 9.3 9.5 9.8 10.0
Stateline® 1.7 0.0 0.0 0.0 0.0
Columbia Ridge® 6.4 6.5 6.7 6.8 6.9
King County West Point® 24 24 2.5 2.6 2.6
High Ross’ 0.4 0.4 0.4 04 0.5
BPA Wheeling® 44.0 45.2 48.7 50.0 53.8
Other Wheeling® 1.0 1.0 1.0 1.0 1.0

Total LT Power & Wheeling 234.5 237.7 242.3 241.2 246.7

TAssumes BPA bills remain at same level in 2022 as in 2021 and increase 1.3% per year on average during
2023-2026. BPA rates updated October 1st of odd-numbered years.

%Priest Rapids costs are expected to decline because City Light's share of the project will shrink as Grant
County PUD's load grows.

3Reflects City Light's apportioned allotment of production O&M costs, growing with inflation. Some
contracts start expiring in 2024 and all will expire by 2026.

“Reflects production O&M cost growing with inflation.

>The Stateline contract expires at the end of 2021 with the last payment in 2022. City Light has already
contracted to receive RECs from the Stateline Project starting in 2022 (which are included in O&M) but will
not continue to purchase the power.

6Cost inflates per contract terms.

"Expenses for the High Ross contract reflect a small level of O&M costs. City Light stopped making capital
payments in 2020.

8Assumes BPA costs stay at current levels and increase 5% per year on average during 2023-2026.
9Forecast assumes Lucky Peak transmission costs are transferred to a third party as part of a renewed
exchange agreement through 2026.

City Light's largest contract is with the Bonneville Power Administration (BPA). For planning purposes,
the 2022 BPA costs are assumed to continue at 2021 levels. After BPA announces its final rates for fiscal
years 2022-2023, any differences between 2022 actual costs and the costs based on the 2022
assumptions below will be passed-through or credited to City Light customers via the BPA pass-
through mechanism (SMC 21.49.081). A credit to City Light retail rates is currently anticipated based on
BPA’s preliminary rate proposal and City Light's declining purchase volume due to its lower retail load.
BPA power and wheeling bills are assumed to increase around 2.2% per year during 2023-2026, with
the rate changes effective in October of odd years.
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$ Millions
Wheeling
Block

Total BPA Costs

Annual Change

BPA DETAIL
2022 2023
44.0 45.2
204.4 208.7
160.4 163.5
2.1%

2024

48.7
213.2
164.5

2.2%

2025

50.0
217.6
167.6

2.1%

2026

53.8
223.0
169.2
2.5%

Power revenues are comprised of Net Wholesale Revenue, other miscellaneous power revenues, and

long-term power sale obligations. The following table details these assumptions.

POWER REVENUES, NET DETAIL

Power Revenue, Net ($ in millions)
Net Wholesale Revenue!

Power Contracts

Article 49 to PO County

Priest Rapids

BPA Credit for South Fork Tolt

BPA Residential Exchange Credit
Power Marketing Net?
Transmission Sales?
Total Power Related Revenues, net
Total Power Revenue, Net

outlook of NWR based on expected prices and normal hydro conditions. Any differences between actual and

2022 2023
40.0 40.0
2.7 2.8
1.6 1.6
29 29
7.8 7.8
20 20
17.1 17.1
57.1 57.1

planned NWR are buffered through the Rate Stabilization Account.
2Power marketing revenues (net of purchases) are earned from sales of ancillary services associated with
generation and transmission assets, such as reserve capacity sales. Assumes Lucky Peak exchange premiums of

$2M per year through 2026.

2

024

40.0

2.8
15
2.8
7.8
2.0
17.0

57.0
! Net Wholesale Revenue (NWR) is the revenue from selling surplus energy on the wholesale market, net of
purchases for load balancing. The NWR value is a round number set by policy and influenced by the current

2025
40.0

29
14
2.8
7.8
2.0
16.8
56.8

2026
40.0

29
11
2.7

7.8
2.0
16.5
56.5

3Assumes $1M of revenue from the resale of BPA point-to-point transmission and $1M from the resale of 3 AC

transmission capacity.
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OTHER COSTS AND MISCELLANEOUS REVENUES

This "other” category is made up of costs and revenues such as taxes, interest income and fees for retail

services.
OTHER COSTS (TAXES, PAYMENTS AND UNCOLLECTIBLES) DETAIL
$, Millions 2022 2023 2024 2025 2026
State Taxes! 413 426 441 452 473
Franchise Payments and Other Taxes? 7.5 7.8 8.1 8.3 8.5
Uncollectible Revenues? 7.2 7.5 7.7 7.9 8.1
Total Other Costs 56.1 57.9 59.9 61.4 64.0

! State taxes are 3.8734% of retail revenues, plus some other revenues and contributions. Not included are City
taxes, which are 6% of total taxable revenues but do not directly impact the revenue requirement because they
are junior to debt service. They are treated as a "below the line” expenditure and are deducted from the
additional 0.8x debt service coverage, reducing the amount of current year operating proceeds going to capital
requirements.

2Payments associated with franchise contracts with the cities of Burien, Lake Forest Park, SeaTac, Shoreline, and
Tukwila. Franchise payments range from 4% to 6% of total retail revenue in each franchise territory. City Light
also pays Lake Forest Park a 2% public utility tax that is passed through to customers in that jurisdiction as an
addition to their rates. Other taxes are miscellaneous taxes (e.g., B&O tax) to other jurisdictions where the utility
has operations.

3Uncollectible revenue is assumed to be 0.75% of retail revenues.

MISCELLANEOUS REVENUE SOURCES DETAIL

$, Millions 2022 2023 2024 2025 2026
Non-Base Rate Retail Revenue? 5.0 5.2 53 5.5 5.6
Other Revenue? 236 243 250 273 28.0
Suburban Undergrounding? 41 4.1 41 41 41
Property Sales* 1.2 1.2 1.3 1.3 1.3
Interest Income® 6.8 6.8 6.9 6.9 7.0
Operating Fees & Grants 04 0.0 0.0 0.0 0.0
Net RSA Transfers® (1.8) (1.8) (1.8) (1.9) (1.9)

Total Other Revenue Sources 39.4 39.8 40.8 43.2 44.2

I Non-base rate retail revenue includes revenues from retail customers for services or programs that are not
dictated by the revenue requirement. Examples include elective green power programs, distribution capacity
charges and power factor charges.

2 Other revenue includes a broad range of income sources, such as late payment fees, payments for damages to
property, transmission tower attachments, distribution pole attachments and account change fees.

3 Suburban undergrounding revenues are collected from customers in certain suburban cities for the repayment
of discretionary municipal undergrounding of parts of their distribution system.

4 Property sales based on historical averages. No large sales are assumed in this forecast.

> Interest income assumes City Cash Pool cash holdings accrue interest at an annual rate of 1.5%.

6 RSA transfers are the deposit into the RSA net of any RSA surcharge revenue. They primarily reflect interest
earned by the RSA.
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RETAIL SALES

The forecast of retail sales is based on City Light's 2020 official load forecast, which assumes a gradual
recovery from the COVID-driven load reduction in 2020. Non-residential retail sales were significantly
reduced in 2020 due to the pandemic-related recession and public health measures. This was partially
offset by increased residential sales due to customers spending more time in their homes. Places where
large amounts of people gather (concert venues, theaters, places of worship, etc..) had the most
reduction while segments like hospitals and data centers had minimal change. Office space, which
makes up approximately one third of commercial load was reduced by roughly 10%.

COVID Impacts on Retail Sales

% 20 47%
s 26% = 1%
i)
3
o 0
b A% 7.8% 8.5%
S =20 -2.8% 19.2%
—
Q
]
c
£ 40
=
()] 8.0%
£ -60 Il Residential ) 9.3%
2 BN Commercial -10.6%
8 indusirial *Based on preliminary billing data
-80
202001 2020Q2 2020Q3 2020Q4

Date

33% 57% 9%

0 200 400 600 800 1000
Annual Retail Sales (aMW)
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Assembly (4%)

Data Center (9%)
Hospital {7%)

Lodging (3%)

Office (32%)

Other Commercial (22%)
Restaurant (3%)

Retail (8%)

School K-12 (2%)

University (10%)

COVID Impacts by Commercial Segment

-25%

% Share of Commercial Load (Bubble Size)
e

O

()

20% -15% -10% 5% 0%
COVID Reduction to Baseline (%)

The current forecast projects most of this lost load will gradually return over the next few years. Energy
efficiency investments by both the Utility and customers are expected to continue to reduce sales.
However, gradually bringing back most of the lost load during the pandemic will offset some of the
impacts of energy efficiency, resulting in a flatter load outlook compared to previous forecasts. The
current forecast projects retail sales to decline 0.3% per year on average.

GWh

Residential

Small and Medium

Large and High Demand

Total

Annual change

Residential

Small and Medium

Large and High Demand

Total
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RETAIL SALES FORECAST

2022 2023 2024 2025 2026
3,008 2,973 2,956 2,933 2,928
3,363 3,372 3,380 3,361 3,350
2,262 2,262 2,264 2,249 2,241
8,633 8,607 8,600 8,542 8,520
-1.4% -1.2% -0.6% -0.8% -0.1%
0.6% 0.3% 0.2% -0.6% -0.3%
0.9% 0.0% 0.1% -0.7% -0.4%
-0.1% -0.3% -0.1% -0.7% -0.3%
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In the long-run electrification of transportation and buildings is expected to gradually add retail sales,
leading to modest growth in the second half of the 20-year forecast. However, the rate at which
customers convert to electricity for their energy needs is very uncertain and City Light will continue to
research this topic closely.

Long-Term Retail Sales Forecast

GWhs

10,000
Declining retail sales over past
decade due to energy efficiency
9,500
Gradual recovery from COVID-19 Long Term:
impacts means flatter load Growth hinges on electrification
during planning period of transportation and buildings
9,000
COVID load impact
in 2020 was 4% —
8,500 e 10%
8,000
7,500

2012 2014 2016 2018 2020 2022 2024 2026 2028 2030 2032 2034 2036 2038 2040

Weather Adjusted Actuals w2019 Forecast e 2020 Forecast e e e« 2020 Forecast No Electrification
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APPENDIX A: CAPITAL REQUIREMENTS DETAIL

cIP

The following bar chart is a graphical depiction of the forecasted capital expenditures from the
2021-2026 adopted CIP. The forecasted capital requirements are anticipated to be lower than recent
history. The capital requirements between 2016-2020 averaged $410 million annually, which includes
2020 with lower than usual capital expenditures due to the impacts of COVID.

CAPITAL REQUIREMENTS FORECAST: BASED ON 2021-2026 ADOPTED CIP

400
. I I I
. 300
[
K]
= 2 —]
= 50
A
200 —
150 —
100 —
ol R RN
- Total
2022 2023 2024 2025 2026 2022-
2026
W Other Deferred 5 5 6 7 8 31
M Conservation 30 30 30 30 31 151
M External Projects 28 22 22 23 22 117
B Central Utility Projects 36 28 26 26 27 143
Distribution 182 213 225 231 235 1,086
Transmission 27 25 13 7 5 76
B Power Supply 64 68 57 54 51 295
Total Expenditures 372 391 380 378 378 1,899

Key infrastructure projects planned during 2022-2026 include the following:

e The underground and overhead equipment replacements, which include replacing older
distribution equipment that is nearing the end of its useful life, is overloaded or no longer has

available parts.

e The overhead equipment replacement project also includes the accelerated wood pole
replacement program.
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e Other key projects include the overhead and underground electric power service connections
for Medium General Service and various protection, mitigation and enhancement activities that
will fulfill the requirements for the 2013 FERC license and settlement agreement at Boundary.

MAJOR CIP PROJECTS 2022-2026 SPENDING, $MILLIONS
Included in 2021-2026 Adopted CIP Budget

8353: Underground Equipment Replacements 209.2
8351: Overhead Equipment Replacements 199.2
8366: Medium Overhead and Underground Services 93.7
6987: Boundary - Licensing Mitigation 83.2
9969: Software Replacement Strategy (Distribution) 57.6
7125: Denny Substation Transmission Lines 55.2
8363: Network Additions and Services: Broad Street Substation 53.2
9239: Transportation Electrification 51.8
8404: Denny Substation - Network 50.7

FINANCIAL FORECAST ASSUMPTIONS 2022-2026 | PAGE 18 OF 18



APPENDIX B

@) Seattle City Light

2022-2026 Strategic Plan Outreach Summary

Executive Summary

In accordance with Resolution 31463, adopted in September 2013, Seattle City Light engaged
with customers and stakeholders to offer opportunities for these groups to provide input on
the 2022-2026 Strategic Plan. Outreach efforts for the Strategic Plan began in early 2020, when
the intent was to publish a six-year plan in line with the normal cadence of City Light's strategic
planning process. However, when the COVID-19 pandemic arrived in our region in March 2020,
progress on the next strategic plan was halted in order to attend to the more pressing needs of
our community, staff, and business.

When the planning process resumed in early 2021, outreach for the new plan resumed as well.
In March and April 2021, City Light presented our 2022-2026 Strategic Plan to community
groups and hosted a Virtual Town Hall open to the general public. We created a 2022-2026
Strategic Plan Executive Summary document and made the summary and presentation slides
available online for those who were unable to attend one of the outreach sessions.

Top priorities that City Light heard in our outreach conversationsincluded:

e Affordability and predictability of rates
e Mixed feelings around electrification
e Customer involvement in utility decision making

e Positive reactions to debt strategy

Some of the business strategies and programs identified in the 2022-2026 Strategic Plan will
be multi-year efforts. We anticipate using the feedback we received to inform planning and
implementation for 2022 and beyond. City Light plansto continue the conversations with
stakeholder groups. The outreach efforts we initiated for the 2022-2026 Strategic Plan will lead
to more ongoing, mutually beneficial relationships with community-based organizations and
stakeholder groups going forward.
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Outreach Methods

Stakeholder Meetings

City Light contacted 16 stakeholder groups offering them an opportunity to hearinformation
about the 2022-2026 Strategic Plan. City Light presented our high-level business strategies for
the plan and asked attendees to provide input. Of the groups contacted, 11 expressed interest
in engaging in the process. Stakeholder meetings were arranged for City Light leadership to
present an overview of the Business Strategies and answer questions from the group. Over 150
individuals participated in these stakeholder meetings, bringing a variety of perspectives on the
strategies laid outin the plan. Following the meetings, stakeholders were encouraged to send
any feedback to SCL StrategicPlan@seattle.gov.

Virtual Town Hall

To encourage participation from community members who may not have been able to attend
a stakeholder meeting, we offered a Virtual Town Hall open to the public. The town hall was
held on April 15, 2021, from 6:00-7:30pm, on Webex. City Light General Manager and CEO,
Debra Smith, presented information on the 2022-2026 Strategic Plan and answered questions
from the audience.Community members were encouraged to send any additional questions
and feedback to SCL StrategicPlan@seattle.gov.

Online Materials

City Light shared information about the Strategic Plan on our website. The 2022-2026 Strategic
Plan Executive Summary was posted on our website and on our Powerlines blog. The
stakeholder presentation was posted on the website. The executive summary and a sample
stakeholder presentation are included at the end of the outreach summary for your reference.

Employee Outreach

In addition to the public outreach, City Light leadership presented information about the 2022-
2026 Strategic Plan to City Light managers and supervisors and to the City Light Race & Social

Justice Initiative (RSJI) Change Team. Employees were invited to attend the virtual town hall on

April 15. A Strategic Plan update was shared with employees in the Network Newsletter and on
the SCL Hub (City Light's internal employee website).


mailto:SCL_StrategicPlan@seattle.gov
mailto:SCL_StrategicPlan@seattle.gov
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Customer Experience Outreach

Since the previous Strategic Plan was adopted, City Light has engaged with customers about
the Utility Discount Program and the new Utility Services Website. For these efforts, City Light
worked with customers to understand the barriers they face when interacting with the utility,
and we have begun implementing changes to eliminate these barriers.
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Stakeholder Meetings and Virtual Town Hall

Summary of Meetings

Number of
Date Stakeholder Group Key Questions/Comments Attendees
3/18/2021 | City Light e City Light should work to be more agile and roll out new 12
Environmental programs more quickly
Advisory Board e Questions about rate design
3/30/2021 | Environmental ¢ We need to think about affordability beyond just 6
Justice Committee “energy burden”
members, ¢ Need more support for those who don’t qualify for “low
Office of income” programs but who still need assistance
Sustainability and e City Light needs to connect with work already being
Environment staff done at the community level
¢ Need more support for assistance program applications
¢ Align with other City departments to better serve the
community
¢ Need meaningful mitigations for impacts on
environmental justice communities
4/5/2021 | Seattle Renters’ e Would like City Light to consider a warning period 9

Commission before rates increase

¢ Provide more information around rate structure

e Consider changing our schedule so that rate increases in
January aren't occurring during the middle of “peak
energy use season”

e Make sure our projects to benefit the community don't
just benefit wealthy residents

4/6/2021 | Franchise Cities o Interest in electrification of infrastructure—EV charging 7

stations, facilities, proactively planning for future needs

e Better coordination on multigovernmental projects and
CIP projects

e Support infrastructure improvements that will improve
power quality and future development in their city

4/8/2021 | NW Energy e Interested in how advanced meters can improve the 19
Coalition customer experience

e How do we encourage energy efficiency and manage
loads at the same time?

e As we move to more time-of-day (TOD) pricing, how
does that affect those who cannot shift their usage?

e Very supportive of electrification; NWEC would like to
see City Light be a leader in this area
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Date Stakeholder Group Key Questions/Comments

4/12/2021 | Seattle 2030
District,
Business Owners
and Management
Association (BOMA)

4/15/2021 | Staff from Multi-
Service Center and
Hopelink

4/15/2021 | Virtual Town Hall
(open to the public)

4/29/2021 | Key Customers

Interest in speeding up the implementation of new
energy efficiency incentives for businesses and being
involved in development/decision making process
Electrification is not necessarily a positive word for
BOMA due to the challenges of modifying existing
buildings

Concerns about electrification happening too fast
without enough homework being done

Want to see commercial real estate represented more in
our outreach efforts

Glad to hear about efforts to control debt and ensure
financial health

Want information in the plan around resuming shutoffs
for non-payment; want to be kept in the loop so they
can be prepared to serve customers

Would like greater freedom of information around
customer data so they can better reach all eligible
customers for assistance programs

Looking forward to ongoing opportunities to partner
with City Light

Questions around re-training workforce to work on
electrification in the coming years so that current
employees aren't left behind

How do we ensure that we are building a diverse
workforce? What does success in this area look like?
Interestin ensuring those who have been traditionally
underserved are part of our future plans

Interest in incentives around building electrification,
advocating for building electrification

High level of interest in incentives to electrify existing
buildings

Questions and concerns about grid stability and ability
to handle the increased load resulting from
electrification

Want increased access to their energy use data

Asked about opportunities to partner with City Light on
mutually beneficial projects

Support infrastructure improvements that will improve
power quality

Total Attendees

Number of
Attendees
5

27

16

65

166
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Key Findings

Affordability and Predictability of Rates

Customer bills remain a high priority across all stakeholder groups. Stakeholders expressed
interest in understanding how their rates are currently structured, how rates might be
structured in the future, and how City Light can ease transitions to higher or different rates.
Customers would like to see a clear explanation when rates are going to change, and they
ideally would like rates to increase at a time of year when energy use is not at its peak.
Customers also had questions about how advanced meters will impact rates and improve the
customer experience.

Residential customers emphasized the need to reimagine some of our bill assistance programs
to help those who currently “fall through the cracks” of existing programs. Feedback included
encouraging City Light to look at energy burden more holistically and reimagine what
assistance programs can look like to benefit the most people who need help.

Mixed Feelings Around Electrification
Stakeholders from environmentally focused groups applauded City Light's plans for increased

electrification and urged the utility to be a leader in bringing the region along with us.

However, for others, there were concerns. Business owners are apprehensive about the high
costs associated with retrofitting existing buildings to conform with new electrification
standards and pushed for more incentives for converting to electric. Some business
representatives noted that they would support a modest rate increase to fund more
commercial incentives. These customers also had questions about how City Light's electrical
grid will be able to handle the increased load that will come with more electrification.
Commercial customers are eager to see City Light continue to make improvements to our
infrastructure so that their power supply is more reliable and consistent.

Environmental justice community members want to ensure that electrification does not come
at the expense of their communities through unintended impacts. These representatives would
like to see pathways to green jobs and opportunities for Black, Indigenous, and People of Color
(BIPOC) community members not only to start jobs at City Light, butto advance through the
utility.

Customer Involvement in Utility Decision Making

Commercial and residential customers alike would like to be included in decision making at
City Light earlierin the process, when theirinput can shape the outcomes. One idea for
improving customer service in thisarea is to align our customer-facing programs with other
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City departments to maximize accessibility and minimize confusion in the community. If given a
seat at the table, customers can advise on environmental justice work already underway at the
community level. This would allow City Light (and other City departments) to focus on finding
ways to lift up and support existing grassroots programs.

Business customers shared a strong desire for City Light to be quicker to roll out new
incentives for energy efficiency projects. These customers would also like to have a greater
voice in determining what the incentives will be. They noted that sometimes the bureaucracy
involved in City Light processes prevents customers from getting the help they need in a timely
manner. Business customers would like more opportunities to partner with City Light to
develop mutually beneficial solutions.

Positive Reaction to Debt Strategy

Overall, stakeholders were pleased and relieved to hear about City Light's plan to control debt
and right-size the capital improvement program. They appreciate that City Light leadership
understands the need to control costs. This strategy is reflected in the lower five-year rate
trajectory included in the plan.
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Customer Experience Outreach

Background

A core commitment for both the 2019-2024 and 2022-2026 Strategic Plans is improving the
customer experience. This cannot be done without working directly with our customers to
understand the challenges they face when interacting with City Light. Efforts to modernize and
improve the customer journey by making the Utility Discount Program more accessible and
launching the new Utility Services Website are highlighted here.

Utility Discount Program Updates

Until early 2020, applying to the City's Utility Discount Program (UDP) required submitting
verification of income and waiting 4-6 weeks for approval. This need forincome verification
was a barrier to many who would benefit from accessing the heavily discounted utility rates. A
pilot program was launched in March 2020, as an emergency response measure, in which
customers could self-certify if they were eligible to enroll in the program.

When the COVID-19 pandemic arrived in Seattle, Mayor Durkan mandated the UDP self-
certification option be made available online for all residential customersin City Light's service
territory. In 2020, the UDP self-certification process received over 13,800 unique applications
(approved applications during this time totaled more than 11,000). During 2020, UDP saw a net
increase in enrollment of 8,558 households, from 34,028 in 2019 to 42,586 in 2020. The
difference between the approved applications and the net enrollments reflects the ongoing
trend of UDP-eligible households withdrawing from the program even as new households join.
The terminations are primarily due to customers moving out of City Light's service area.

City Light continues to work to provide customers with more options.In 2021, City Light, along
with Seattle Public Utilities (SPU), Human Services Department, and Seattle IT, will be launching
a new Utility Assistance Programs online application process. This online application will
provide access to City Light and SPU emergency assistance programs for residential customers.
The online, automated system is intended to provide a single, streamlined process for all
customer assistance programs. This is one way we can continue to improve the customer
experience.

New Utility Services Website

Another area where City Light worked closely with our customers was in the development of
our new Utility Services Website (in collaboration with SPU). The new Utility Services Website
gives customers access to new payment options, options to start and stop service, views of
their energy usage, and the ability to manage their utility accounts.
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These features are only useful if they are simple and easy to use. To ensure usability, 22 tests
were completed. Using a prototype that emulated the real site, customers walked through
several scenarios to ensure they were able to complete tasks intuitively. These scenarios
included activities such as changing service type or looking up rate information. Additional
accessibility testing, including colorblind functionality and mobile compatibility, was also
conducted.

Conclusion and Next Steps

Our outreach efforts have informed the development of the 2022-2026 Strategic Plan. Over the
next five years, we will continue the conversations that we have started with community-based
organizations, stakeholder groups, and customers. Some of the business strategies and
programs identified in the 2022-2026 Strategic Plan will be multi-year efforts. We anticipate
using the feedback we received from our outreach efforts to inform planning and
implementation for 2022 and beyond.
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@) Seattle City Light

EXECUTIVE SUMMARY
2022-2026 STRATEGIC PLAN

Over 900,000 people in the Seattle area rely on
Seattle City Light every day to keep their homes
running, businesses operating, and
communities vibrant. It is our duty—and our
greatest source of pride—to provide our
customers power that is affordable, reliable,
safe, and environmentally responsible.

Like many things in 2020, our Strategic Planning
process was halted abruptly when the
COVID-19 pandemic struck our region. At that
time, we recognized the need to pause this
long-term planning effort and focus on the
immediate safety and wellbeing of our
community, customers and employees.

Now, with a hopeful eye to the future, we have
returned to our Strategic Plan with the new
perspective that the challenges of the past year
have given us. The 2022-2026 Strategic Plan

highlights our ongoing commitment to
providing essential energy services and outlines
our pathways to building a shared energy
future with the communities we serve.

The new City Light Strategic Plan is a five-year
plan that focuses on building stronger
relationships with our customers, improving
core service areas, and preparing our utility and
our region for large-scale, long-term changes
to the energy industry.

Key activities such as grid modernization,
technology upgrades, partnerships with
customers, and business process improvements
will put us in the best possible position to help
the Seattle area recover from the pandemic and
build a more equitable, sustainable future for all
of us.

seattle.gov/ city-light ’ n m Yl]ll
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BUSINESS STRATEGIES:

Improve the Customer Experience

We will meet the needs of our customers by empowering our employees to deliver targeted

solutions in a consistently responsive way. Using information gathered from our customers,
we will develop programs and services to meet their individual needs and redesign old processes to
strengthen and improve core service delivery. We will empower our employees to fulfill our
“Customers First” commitment.

To prepare for the future, we will build and maintain smart, resilient, flexible, dynamic, and

reliable grid infrastructure that will support long-term decarbonization and electrification
efforts. We will prepare for greater integration of distributed energy resources and increased
customer options. We will work to reverse historical inequities and avoid unintended harm to
historically underrepresented populations by intentionally prioritizing their needs as we create our
energy future.

O Create our Energy Future

Develop Workforce and Organizational Agility
e As we prepare for major transformations in our industry and the environment in which we
operate, we will foster an organization that is nimble, adaptable, and responsive. We will
cultivate an agile, accountable, and inclusive workforce that reflects the diversity of our community
to meet our organization’s emerging needs. We will implement a robust, cross-functional business
process framework in consistent, scalable, and data-driven ways.

Ensure Future Financial Stewardship and Affordability
We will support long-term affordability in Seattle by offering rates that are transparent,
understandable, reasonable, equitable and consistent for all customers, including vulnerable
populations. This commitment includes developing a sustainable and predictable approach to
setting rates over time, one that continues to encourage efficient use of the products and services
we provide. We will reform our capital prioritization process to deliver a capital plan that is prudent,
efficient, and community focused.

We Power Seattle

City Light will continue to advance our mission of providing our customers with affordable,

reliable, and environmentally responsible energy services. We will prioritize diversity, equity,
and inclusion in all that we do and we will actively manage and mitigate the constraints, risks, and
uncertainty of operating in a COVID-adjusted environment.

Connect with Us

To learn more about the 2022-2026 Strategic Plan, visit
seattle.gov/city-light/about-us/strategic-plan-and-review-panel.
Feedback and comments can be sent to SCL_StrategicPlan@seattle.gov.

Q\“S Seattle City Light WE POWER SEATTLE



City Light 2022- e

.-._‘ A -

Sta ke . i

- I' -

@B Seattle City Light WE POWER SEATTLE



Plan
Foundations

@) Seattle City Light




PPPPPPPPP

This is Our Fifth Strategic Plan

1. 2013-2018 (First Seattle City Light Strategic Plan)
The plan is updated every 2 years:

2015-2020
2017-2022
2019-2024
. 2022-2026 Strategic Plan*

oA W

*2021-2026 plan drafted but not completed due to COVID-19
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Guiding our Path — City Light Mission, Vision & Values

Mission Values
Seattle City Light provides our customers with @ Cust First
affordable, reliable and environmentally ustomers Firs

responsible energy services.

Q Environmental Stewardship
Vision

Create a shared energy future by partnering @ Equitable Community Connections
with our customers to meet their energy needs

in whatever way they choose. Operational and Financial Excellence

e Safe and Engaged Employees
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Strategic Plan Business Strategies

@ Improve the Customer Experience

9 Create our Energy Future

e Develop Workforce and Organizational Agility

@ Ensure Future Financial Stewardship and Affordability

o We Power
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Improve the Customer Experience

Objective:

Consistently meet customers’ needs by providing employees
opportunities to deliver targeted and responsive solutions.

Success Measures:

+Improvement in customer satisfaction scores as measured by benchmark
scores, industry experts and our own research (e.g., J.D. Power rating and
Seattle City Light longitudinal benchmarking survey)
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Improve the Customer Experience

Projects, Initiatives and Activities:

1. Integrate the "Voice of the Customer” into our organizational
culture — Make use of customer research and equip our employees
with the tools, skills and support they need to prioritize customer
needs and make “Customers First” a reality.

2. Strengthen and fix our core customer services — Redesign old processes
to improve service delivery.

3. Expand customer service options — Using the information gathered from our
customers, develop programs and services to meet their individual needs.
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Create our Energy Future

Objective:

Build and maintain smart, resilient, flexible, dynamic and reliable
grid infrastructure; prepare for increased integration of
distributed energy resources and increased customer options; and
work to reverse historical inequity and avoid collateral harm to
underserved populations by intentionally prioritizing their needs as we
create our energy future.

Success Measures:

+ Increased load/revenue associated with electrification
+ Penetration of automation on our grid
+ Reduction of emissions in Environmental Justice Communities
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Create our Energy Future

Projects, Initiatives and Activities:

1.

Fund and implement the “Utility Next” Portfolio — Deliver new
programs to achieve Seattle’s vision of a clean energy future.

Implement grid modernization roadmap — Prioritize investments
needed to support electrification and increase grid flexibility,
automation, reliability and resiliency.

Implement electrification plans — Develop, offer and implement programs authorized
in the Transportation Electrification Strategic Investment Plan.

Integrate distribution system and resource planning — Integrate and align the
Integrated Resource Plan with other complementary planning efforts.

Demonstrate leadership and collaboration — Lead planning and support
development of long-term regional decarbonization and electrification solutions and
collaborate to ensure capacity and availability of carbon-free generation resources.
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Develop Workforce and Organizational Agility

Objective:

Foster an organization that is nimble, adaptable and responsive
and cultivate a workforce empowered to support social justice

Success Measures:

+Workforce development and culture metrics (e.g., diversity, recruitment,
employment, promotion and retention measures, and employee culture survey

results)
+ Development of foundational and equitably distributed resources and training

to do their jobs successfully
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Develop Workforce and Organizational Agility

Projects, Initiatives and Activities:

1. Build an agile workforce — Anticipate new strategic staffing needs,
provide training and development opportunities that prepare
employees for the future, support the culture change needed
for future success, and build a workforce that reflects our community’s
diversity.

2. Institutionalize organizational change management — Establish a new change
management program to provide consistent structure, standards, training, coaching
and resources. This program will help employees successfully adapt to and master
changes in job functions, business processes, and technology usage.
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Ensure Future Financial Stewardship and Affordability

Objective:

Support long-term affordability in Seattle by offering rates that
are transparent, understandable, reasonable, equitable and $
consistent for all customers, including vulnerable populations.

This commitment includes developing a sustainable and predictable
approach to setting rates over time.

Success Measures:

+ Rate path delivered according to Strategic Plan commitments
+ A debt service coverage ratio of 1.8 or higher
+ Capital financed 60% or less by debt



APPENDIX B

Ensure Future Financial Stewardship and Affordability

Projects, Initiatives and Activities:

1. Control rate increases — Hold rate increases to a trajectory that
resembles inflation. To do this, we will restructure our project $
tracking and improve budget management to drive accountability.
This will allow us to lower labor costs and right-size the capital program.

2. Price services for the future — Building on new technology from advanced meters
and billing system upgrades, City Light will continue to deliver new pricing options
that encourage decarbonization and grid flexibility while also helping residents and
businesses manage their energy costs.
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We Power

Objective:

Even as we prepare for the future, City Light will continue to

advance our mission of providing our customers with affordable,
reliable and environmentally responsible energy services. We will
prioritize diversity, equity and inclusion in all that we do and will

actively manage and mitigate the constraints, risks and uncertainty of operating
in a COVID-adjusted environment.

Success Measures

+ Operational dashboards will be developed for each line of business. These will

facilitate data-driven discussions, decisions and actions around our core
business functions.



Rate Path

@) Seattle City Light
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Compare Strategic Plan Rate Increases

2019 2020 2021 2022 2023 2024 2025 2026 AVG
2019-2024 Strategic Plan 5.8% 5.4% 3.6% 39% 4.0% 4.2% 4.5%

2022-2026 Strategic Plan 3.0% 3.9% 3.8% 3.8% 3.0% 3.0% 3.5%

[ |

Approved by Seattle City Council in March 2021

A 3.0% increase taking effect April 1, 2021 was approved to offset RSA surcharges which were lifted concurrently.
The net impact for customers is rates for 2021 that are unchanged from 2020 levels.

A 3.9% increase was also approved for implementation on January 1, 2022. Note, an upcoming BPA Passthrough rate
adjustment (s expected to offset a portion of this increase — utility staff estimate the net increase will be ~2.4%.



Questions and
Comments

@) Seattle City Light




THANK YOU

@) seattle City Light

SCL_StrategicPlan@seattle.gov
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