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SEATTLE CITY COUNCIL

Sustainability, City Light, Arts and Culture
Committee
Agenda - Revised
July 15, 2024 - 9:30 AM

Special Meeting

Meeting Location:
Council Chamber, City Hall , 600 4th Avenue , Seattle, WA 98104

Committee Website:
https://www.seattle.gov/council/committees/sustainability-city-light-arts-and-culture

This meeting also constitutes a meeting of the City Council, provided that the meeting shall be conducted as a
committee meeting under the Council Rules and Procedures, and Council action shall be limited to committee
business.

Members of the public may register for remote or in-person Public
Comment to address the Council. Details on how to provide Public
Comment are listed below:

Remote Public Comment - Register online to speak during the Public
Comment period at the meeting at
https://www.seattle.gov/council/committees/public-comment

Online registration to speak will begin one hour before the meeting start
time, and registration will end at the conclusion of the Public Comment
period during the meeting. Speakers must be registered in order to be
recognized by the Chair.

In-Person Public Comment - Register to speak on the Public Comment
sign-up sheet located inside Council Chambers at least 15 minutes prior
to the meeting start time. Registration will end at the conclusion of the
Public Comment period during the meeting. Speakers must be
registered in order to be recognized by the Chair.

Pursuant to Council Rule VI.C.10, members of the public providing public
comment in Chambers will be broadcast via Seattle Channel.

Submit written comments to Councilmembers at Council@seattle.gov.

Click here for accessibility information and to request accommodations. Page 2
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Sustainability, City Light, Arts and Agenda - Revised July 15, 2024

Culture Committee

Please Note: Times listed are estimated

A. Call To Order

B. Approval of the Agenda

C. Public Comment

D. Items of Business

1. Res 32139

A RESOLUTION related to the City Light Department, adopting a
2025-2030 Strategic Plan Update for the City Light Department
and endorsing the associated six-year rate path.

Attachments: Att 1 - Seattle City Light 2025-2030 Strategic Plan Update
Att 2 — 2023 City Light Debt Strateqy
Att 3 — City Light Review Panel Comment Letter
Supporting
Documents: Summary and Fiscal Note

Presentation

Briefing and Discussion

Presenters: Dawn Lindell, General Manager and CEO, Leigh Barreca,
Kristy Grainger, Siobhan Doherty, Jenny Levesque, and Maura Brueger,
Seattle City Light; Leo Lam, Chair, Seattle City Light Review Panel; Eric
McConaghy, Council Central Staff

Click here for accessibility information and to request accommodations.
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Sustainability, City Light, Arts and Agenda - Revised July 15, 2024
Culture Committee

2. Office of Sustainability and Environment (OSE) Clean Heat
Program Overview

Supporting
Documents: Presentation

Briefing and Discussion

Presenters: Jessyn Farrell, Director, and Christine Bunch, OSE; Daniel
Murillo, Office of Housing

E. Adjournment

Click here for accessibility information and to request accommodations. Page 4
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File #: Res 32139, Version: 1

CITY OF SEATTLE

RESOLUTION

A RESOLUTION related to the City Light Department, adopting a 2025-2030 Strategic Plan Update for the
City Light Department and endorsing the associated six-year rate path.

WHEREAS, in consultation with the Mayor and the City Council, the City Light Department (“City Light”)
initiated the strategic planning process in 2010 to provide more transparency and accountability for
decision-making within City Light; and

WHEREAS, Resolution 31383, adopted July 2012, approved City Light’s 2013-2018 Strategic Plan and six-
year rate path, and directed the utility to review and update the Strategic Plan every two years, adding
two years to the Strategic Plan and re-evaluating the remaining four years of the existing Strategic Plan;
and

WHEREAS, since 2012, City Light has generally revised and updated its Strategic Plan biennially, and has
provided annual reports on the progress of Strategic Plan initiatives to the appropriate City Council
committee; and

WHEREAS, City Light continues the two-year update planning cycle and is delivering an update with the 2025
-2030 Strategic Plan Update (Attachment 1 to this resolution); and

WHEREAS, City Light’s rates and revenue requirement are governed by financial policies adopted in
Resolution 31187; and

WHEREAS, per Ordinance 123256, the City Light Review Panel (“Review Panel”) is charged with

representing City Light ratepayers and with reviewing and assessing City Light’s strategic plans; and

WHEREAS, since 2013 the Review Panel has reviewed City Light’s progress in carrying out the Strategic Plan
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on a quarterly basis and has also reviewed the Utility’s proposed changes for the 2025-2030 Strategic
Plan Update; and

WHEREAS, in 2023 the Review Panel endorsed a new City Light Debt Strategy (Attachment 2 to this
resolution), which establishes targets and guidelines to supplement the financial policies adopted in
Resolution 31187; and

WHEREAS, the Strategic Plan is foundational to the development of City Light’s budget and establishing a six-
year rate path that supports budgeted programs and activities; and

WHEREAS, City Light conducted extensive outreach regarding the Strategic Plan, with customer and
stakeholder group meetings, customer surveys, and employee engagement groups; and

WHEREAS, the resulting 2025-2030 Strategic Plan Update, which includes a six-year rate path, is a framework
of strategies that respond to industry challenges, effect organizational change, promote diversity and
inclusion, and further the Mayor’s Vision for Seattle. The 2025-2030 Strategic Plan Update expands on
the five business strategies included in the 2023-2028 Strategic Plan adopted in 2022. The five business
strategies are: 1) Improve the Customer Experience, 2) Create our Energy Future, 3) Develop Workforce
and Organizational Agility, 4) Ensure Financial Health and Affordability, and 5) We Power, which
highlights our core mission of providing customers with affordable, reliable, and environmentally
responsible energy services; and

WHEREAS, the Review Panel, in its letter dated May 20, 2024 (Attachment 3 to this resolution), supports the
Strategic Plan Update and associated rate path. The Review Panel has identified several challenges
facing City Light in the next few years, including growing customer demand from building and
transportation electrification resulting in an increased need to find cost-effective clean energy resources,
a backlog in service connections, a labor market in which it is difficult to attract employees without the
ability to offer competitive salaries, and the need to maintain the large capital infrastructure. The

Review Panel believes that City Light is well positioned, but still faces future challenges as noted; and
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WHEREAS, the City Council has reviewed the Strategic Plan Update, the associated six-year rate path, the

THEREFORE,

recommendation of the Review Panel, and the results of customer and stakeholder engagement; NOW,

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SEATTLE, THE MAYOR

CONCURRING, THAT:

Section 1. The City Council adopts City Light’s 2025-2030 Strategic Plan Update (the *“Strategic Plan”),

a copy of which is attached to this resolution as Attachment 1 and incorporated by reference.

Section 2. To achieve the goals of the Strategic Plan and Debt Strategy, the annual rate increases for the

six years shown below are endorsed:

2025 2026 2027 2028 2029 2030
5.4% 5.4% 5.0% 5.0% 5.0% 5.0%
Adopted by the City Council the day of , 2024, and signed by me in
open session in authentication of its adoption this day of , 2024,
President of the City Council
The Mayor concurred the day of ,2024.
SEATTLE CITY COUNCIL Page 3 of 4 Printed on 7/11/2024
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Bruce A. Harrell, Mayor

Filed by me this day of ,2024.

Scheereen Dedman, City Clerk

(Seal)

Attachments:

Attachment 1 - Seattle City Light 2025-2030 Strategic Plan Update
Attachment 2 - 2023 City Light Debt Strategy

Attachment 3 - City Light Review Panel Comment Letter on Proposed
2025-2030 Seattle City Light Strategic Plan Update
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STRATEGIC PLAN UPDATE 2025-2030




The energy landscape is rapidly transforming, presenting
monumental challenges for the public utilities sector. We are
facing rising wholesale energy prices, more frequent extreme
weather events caused by climate change, and the impacts of
low-water flow on our hydroelectric generation capacity.

At the same time, customer demand is escalating quickly.
Retail demand from building electrification is growing three
times faster than we projected in 2022 and transportation
electrification demand has increased 70% above 2022
estimates. In a matter of years, demand will outpace energy
savings from efficiency.

Seattle City Light, a leader in clean energy and environmental
stewardship, is primed to meet these challenges, and the
Strategic Plan is our guide. It keeps us pointed toward our
long-term goals, helps us navigate uncertainties, and
reinforces our commitment to deliver affordable, reliable, and
environmentally responsible energy services.

We develop a full strategic plan every six years and update it
every two years to incorporate input from City Light's Review
Panel, customers, and stakeholders, adjust for new forecasts,
and report our progress.

This 2025-2030 Strategic Plan Update reflects what we've
learned since 2022 and reiterates our commitment to
developing our workforce; identifying cost-saving opportunities;
investing in infrastructure; incorporating new technologies; and
enhancing cyber security. It also includes bold initiatives to meet
the challenges ahead, like technology expansions that integrate
renewable energy and demand response programs to reduce
strain on the grid.

Like many public power utilities, City Light is undergoing an
expansive—and expensive—transformation. This Strategic Plan
Update calls for rate increases to produce enough revenue to
cover rising costs. As a not-for-profit utility, we work hard to keep
rates affordable. We also offer utility assistance programs for
customers with limited incomes.

| am honored to lead City Light and to share this
Strategic Plan Update with you. With this plan we will
continue to power our region and build a more
equitable and sustainable future, while maintaining
the flexibility to adapt in an evolving energy landscape.

Dawn Lindell
General Manager/CEO
Seattle City Light

Seattle City Light | Strategic Plan Update 2025-2030
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MISSION, VISION,
AND VALUES

Our mission, vision, and values help to define and guide
who we are, where we are going, and what is most
important to focus on in the work we do every day.

Customers First

Environmental Stewardship

MISSION

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

Equitable Community Connections

Operational and Financial Excellence

VISION

Create a shared energy future by partnering
with our customers to meet their energy

needs in whatever way they choose.
y ey Safe and Engaged Employees

Seattle City Light | Strategic Plan Update 2025-2030



City Light continues to make significant prog eSS 0
Below are key accomplishments that highlight j ( ,,’.f'f..,_ i
supported our customers and community, invested in ou
Spent $12+ Million to managed our resources wisely, and built a strong ener By f
Assist Customers Who P ¢
Struggled to Pay Bills - LB ‘ '

City Light remains committed to a | i A sl - il : /%‘*\ g
helping customers who are facing ' ey TR i T ) _ EX o -~
financial challenges. In 2022, we 2 ‘ ' bl 149 2
distributed $9,756,600 in state pandemic
funds to 16,990 customers to help reduce

past-due balances. We also distributed

= —— -

»

S . g e _ ’ “"  Collaborated with Partners to Steward
$1,056,200 through our Emergency Bill ' g, 7 St ! gl the Skagit River Watershed and Plan for the
Assistance program and $2,706,400 in A T Ll B o f = _Future of the Skagit Hydroelectric Project

Low-Income Home Energy Assistance Program : L 'Y " b ok City Light's Skagit River Hydroelectric Project is a series of three
funds. In 2023, we allocated another $880,000 in . i Vi p LS Tew . ¥ dams that make up 20% of our power portfolio. In April 2023, we
state funds to help low- and moderate-income h B - % submitted a final license application to the Federal Energy
Regulatory Commission detailing plans to operate the Skagit River

residential customers who were receiving help from

utility bill assistance programs. P k. ""r- 3 7 g Hydroelectric Project for the next 50 years. The final license
Additionally, as part of our shared commitment to meeting P i B4¥ % T ¢ application is a significant milestone and represents years of
customers’ needs, we partnered with Seattle Public Utilities to ; f e collaboration among Treaty Tribes, Canadian First Nations, federal
launch a newly designed online application process for the City A ] _ o 52 snd state; regulatory qu|e§, epwronmental £rguips, and nearlpy

of Seattle Utility Discount Program called the Utility Assistance G\ N a0 4 EELEc= Thepplicationis a complete-and comprehemsive

Program. Consolidating three separate applications into one ; ¥ | plan that balances the need for renewable energy with the need to
created a simplified approach that provides customers with a more - : _ respeot Tribal interésts and be good stewards of the ecosystem.
straightforward process and a better user experience. i . ‘2 % 1 ;

Gave Customers New Tools to Understand aa W, . . - o ;
and Manage Their Energy Use AL N NS ' - - P g i 'f. L TR AR
City Light has continued to roll out enhancements to our Utility —— A% s e = -4 :

Services Website since it was introduced in 2020. Most recently, we

have made daily electricity usage data available, giving customers the

information they need to understand their household energy use and

make decisions for cost-saving energy adjustments.

Seattle City Light | Strategic Plan Update 2025-2030



Refined Our Wildfire

Risk Reduction Strategy

Climate change is making wildfires more frequent and
intense. To address the escalating challenge of wildfire,
we refined our Wildfire Risk Reduction Strategy.
Released in August 2023, the strategy prioritizes
minimizing potential damage through risk reduction
plans that deter wildfire occurrences while ensuring we
are prepared to respond effectively and recover quickly
when fires occur. We applied the strategy during the
2023 Sourdough Fire near our Skagit Hydroelectric
Project facilities to maintain operations and monitor
infrastructure so that customers experienced little to
no impact from the fire.

Improved the Customer Experience

City Light is committed to improving the customer
experience. In 2022 and 2023, City Light secured the
highest business customer satisfaction index score
among midsize electric utilities in the Western United
States in the J.D. Power 2023 Electric Utility Business
Customer Satisfaction Studys".

Advanced
Transportation
Electrification
The electrification of
transportation is key to
reducing carbon emissions and
combating climate change. In
2023, we launched incentive
programs and technical support for
businesses transitioning to electric
fleets and multifamily customers looking
to install EV chargers at their properties.
We have completed our pilot program to
install 131 Multifamily Level 2 EV chargers
and 31 curbside charging stations at
neighborhood locations across the city. We also
joined statewide partners in unveiling the first
electric bus in the Amtrak National Network.

Supported Green Energy

in the Community

In 2023, City Light invested $785,000 in renewable
energy credits through the Green Up Community
program, which incentivizes the installation of new
rooftop solar energy hosted by affordable housing,
local nonprofits, and public entities. The goal is to
help them reduce operating costs, allowing them to
focus on their respective missions to provide quality
services to meet the needs of our community. Green
Up is funded by a voluntary renewable energy credit
(REC) purchasing program in partnership with the
Washington State Housing Finance Commission’s
(WSHFC) Sustainable Energy Trust.

Expanded the Energy Heroes Program

During the 2022-2023 school year, we expanded our
Energy Heroes program. We taught more than 2,000
students at 17 schools in our service area about electrical
safety, energy conservation, and all things renewable. We
also completed a pilot for a new high school workshop on
electrification and equity. Since 2008, Seattle City Light
has provided the Energy Heroes educational program to
classrooms across our service area. We've been hard at
work helping students learn the ins and outs of electrical
safety, energy conservation, renewable energy, and more.

Welcomed a New Tenant
to the Denny Substation

In late 2023, we celebrated the opening of a newly
designed and built-out section of the Denny Substation in
South Lake Union. YouthCare, a nonprofit youth
homelessness services provider, will use the space to
provide education and workforce development services
for young people experiencing homelessness.

Expanded Access to

Recreational Opportunities

In the summer of 2023 we opened two new overlook areas
in northern Pend Oreille County, home to City Light’'s
Boundary Dam Hydroelectric Project. The Peewee Falls and
Riverside Canyon overlooks make breathtaking views
accessible to the public with new restroom facilities, picnic
tables, ample parking, and gravel walking trails with easy
grades. Future improvements will include the completion
of a trail that links the two new overlooks, which has been
officially named stqgaxs ¢ ¢axiwtk” (the Salmon Passage
Trail) in consultation with the Kalispel Tribe of Indians.

Gave Back to the Community

City Light's employee-led fundraising efforts brought in
thousands of dollars to support important community
causes. Our annual Toys for Tots holiday drive brought in a
record $11,000 and filled 91 bags with toys—our most
successful toy drive to date.

13



STRATEGIC

Our strategic priorities support our mission, vision, and values and reinforce our
commitment to operational excellence and customer service. While our business
strategies remain unchanged from the previous update, the way we define success
has evolved. As we plan for the future of providing customers with affordable, reliable,
and environmentally responsible energy services, we are focusing on outcomes—why
we do what we do. The sections that follow describe the outcomes City Light aims to
reach in the coming years along with examples of our work in each area.

Improve the Customer Experience

Create Our Energy Future

Develop Workforce & Organizational Agility
Ensure Financial Health & Affordability

We Power

Seattle City Light | Strategic Plan Update 2025-2030 14




IMPROVE THE

We prioritize our customers and strive to tailor our services to meet their needs and exceed expectations. That's why
we're investing in improvements that will make our services more accessible and provide more options. Whether we'’re

c US I O M E R EXPE R I E N c E enhancing our programs or introducing new ones, our goal is to better serve our customers. Our work in this area
strives to deliver the following outcomes:

Deliver Programs Alignhed with Customer Priorities

City Light is focused on enhancing our understanding of
customers’ needs so we can offer products and services that
make a difference in their lives.

T

[

Initiative Highlight: Customer Insights

We are enhancing our Voice of the Customer program by
expanding and improving our data collection to deepen our
understanding of customer preferences and inform our work.

We are also increasing internal engagement with the program
through briefings, workshops, and feedback opportunities,
ensuring employees have the information necessary to design
and deliver services and programs that match customers’ needs.

Decrease Unplanned Outages in Service Areas Provide More Predictable

That Experience Above-Average Outage Rates Service Connection Timelines

Some regions of City Light’s service area experience above-average City Light is committed to providing customers awaiting service
power outages. We are committed to changing that. connections with timelines that allow them to plan accordingly.

| s

Initiative Highlight: Outage Management System Initiative Highlight: Service to Bill

We are updating our Outage Management System, including City Light’s Service to Bill program uses data from a comparative
increasing our capacity to collect and analyze outage data. study of peer utilities to inform our Residential Electric Service

This will improve our awareness of the health of our power Connection timelines strategy. We are also continuing our work to
grid and help us identify and respond to outage trends. better communicate service delivery expectations and create a more

transparent application process, and we are exploring ways for
customers to request early design guidance before starting a project
or submitting an application.

Seattle City Light | Strategic Plan Update 2025-2030 15



CREATE OUR
ENERGY FUTURE

Secure a Diverse Mix of Long-Term Energy
Resources to Meet Growing Demand

We aim to have enough different energy sources to keep up with
growing needs and future growth. This will help people make the
switch to electricity for transportation and buildings. We are
preparing with the help of long-term planning and trying new
ideas like demand response.

nedll

Storage Scluti

Initiative Highlight: Long-term Energy Portfolio

City Light is considering a broad set of resources to incorporate
into our resource portfolio, including different types of storage
technologies, geothermal, solar, and onshore and offshore wind.

The Integrated Resource Plan will inform future acquisition of
new electric generation or storage projects.

The future of energy is arriving ahead of schedule and is dramatically impacting the energy landscape. Disruptive forces have accelerated, and we must
be prepared to address climate change, a shift from using fossil fuels to clean electricity, and an increase in electricity demand from electric vehicles
and building standards. These changes impact our infrastructure from generation to how we connect to your home or business. We are improving our
systems and infrastructure to meet our capacity needs now and in the future. Our work in this area strives to deliver the following outcomes:

Support Customer Adoption of Transportation Improve Energy Delivery Infrastructure

and Building Electrification to Meet Current and Future Capacity Needs
Making the switch to electricity for transportation and buildings will Creating our energy future depends on ensuring our infrastructure
be a tremendous change. We are committed to equitably supporting can meet evolving needs. Our grid must support a two-way flow of
all customers, big and small, in their decarbonization efforts. electricity as well as increased demand from electrification and

severe weather events.

5
1
"
-
-
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s ey - % ; Oy
Initiative Highlight: Transportation Electrification Initiative Highlight: Grid Modernization
Our Transportation Electrification work offers customer programs As our world and environment change, the grid must keep up.
that provide technical support, as well as charger incentives. We will ensure the grid is reliable, resilient to impacts from
climate change, and secure from cyberattacks by updating grid
City Light also owns and operates public chargers for our customers infrastructure, integrating renewable energy resources, and
and aims to bring community-focused projects to residents. accommodating new technologies.

Seattle City Light | Strategic Plan Update 2025-2030 16



DEVELOP WORKFORCE &
ORGANIZATIONAL AGILITY

Increase Employee Engagement

We’'re focused on increasing employee satisfaction across the
organization. We will use our employee survey to identify ways to support
employees and managers through the many changes to our work.

Initiative Highlight: Organizational Change Management

City Light is creating a Change Management Community of Practice
to provide opportunities for continuous learning, knowledge sharing,
and collaboration in support of a more engaged and motivated
workforce. We aim for this initiative to spark creative solutions and
foster a culture of innovation that benefits the entire organization.

Provide Opportunities for Career Mobility

We're focused on supporting our employees at every stage in their
career, ensuring they have the tools and resources they need to
explore opportunities and take on new roles.

Initiative Highlight: Performance Development

City Light's performance development work will provide
managers with the performance tools and resources needed to
help employees achieve their career goals within the
organization. We aim to foster an environment where
employees can flourish in their current role, while preparing
them for future career exploration and growth within the utility.

As our industry and customers rapidly change, we must invest in our people and processes to enable
them to respond, adapt, and thrive. We are creating a flexible and responsive organization by focusing on
change management, training, and new technology. Our efforts aim to attract, train, and keep talented
staff. We want to see higher employee engagement, more career opportunities, and staffing that supports
our organizational priorities. Outcomes of our work in this area will include:

Prioritize Our Work and Staff It Accordingly

Our recruitment strategy, particularly in trades, will help us ensure
we have the right people to help us perform our work and deliver
essential services.

CTTTTTRG

_\j____

Initiative Highlight: Attract, Train, and Retain

City Light will develop a comprehensive talent recruitment, training,
and retention strategy to help the organization become a top
choice for prospective employees and align our hiring practices
with emerging market and talent trends. This work will include
assessing the utility’s staffing needs, forecasting hiring trends, and
designing data-driven recruitment strategies.

Seattle City Light | Strategic Plan Update 2025-2030 17



Financial stability is crucial to our future. It allows us to create innovative energy solutions, invest in critical
infrastructure, and keep our rates affordable. We are dedicated to supporting long-term affordability in Seattle.

This means having rates that are understandable and fair for everyone, especially those who are more

A N D A F FO R DA B I LI I Y vulnerable. We are committed to setting rates in a way that is sustainable and predictable over time. We're also
offering new pricing options to help people manage their energy costs better. Our outcomes in this area include:

Reduce Volatility in Power Supply Costs Allocate Resources to Balance Growing Limit Energy Burden on Customers

o _ - Energy Costs and Customer Expectations _ _ _ _
To reduce volatility in power costs and improve rate stability for Lastly, we’'ll continue supporting and improving programs that help ensure
customers, we will adapt our internal risk, forecasting, monitoring, Adjusting our resourcing strategies to better match customer priorities customers can afford their utility bills and get assistance when they need it.
and contracting practices to respond to changes in the wholesale is a win-win. For example, time-of-use pricing rewards customers who
power market. use electricity when power is cheaper and demand is lower, with lower

rates. Customers enjoy cost savings, and we all benefit from reduced The share of annual household
strain on the electric grid. income used to pay annual home energy bills. A household
that pays 6% or more of its income on energy costs is
considered a high energy burden household. City Light is
committed to ensuring a low energy burden and that all
customers have access to clean, affordable electricity
no matter their financial circumstances.

Initiative Highlight: Market Risk Management Initiative Highlight: Renewable Plus Initiative Highlight: Utility Assistance Programs

Seattle City Light | Strategic Plan Update 2025-2030 18



WE
POWER

Enhance Our Response to the
Environmental Impacts of Climate Change

We’re implementing initiatives to ensure we continue to have
a reliable power supply in a changing environment.

Initiative Highlight:
Wildfire Reduction and Mitigation Strategy

We are committed to reducing wildfire risks by implementing City
Light’'s Wildfire Risk Reduction Strategy. The strategy, completed in
2023, addresses the potential for our assets and infrastructure to
cause wildfires and be impacted by them. Key elements include
risk assessment and mitigation, including actions such as grid
hardening and vegetation management; emergency management
to monitor for high-risk weather conditions; stakeholder
engagement; coordination with emergency management agencies
and municipalities; and governance and accountability.

Efficiently Manage Operations to
Comply with Expanding Regulations

As we plan for the future of providing affordable, reliable, and
environmentally responsible energy services, we commit to meeting

regulatory obligations such as dam safety and emissions requirements.

City Light must comply with a variety of local, state, and federal
policies related to climate change and greenhouse gas emissions.
We will manage compliance as a holistic program to help ensure
the reduction of City Light's greenhouse gas emissions, minimize
compliance costs, optimize our portfolio of resources, and
capitalize on opportunities.

“We Power” refers to our core mission as a utility—to provide affordable, reliable, and environmentally responsible energy services to our customers. This drives everything we do, and our
values guide us in achieving this goal. Our commitment to our core business operations and delivering value to our customers includes: providing the energy services our customers need
by taking care of our key assets and infrastructure; prioritizing diversity, equity, and inclusion; and managing and mitigating the challenges, risks, and uncertainties of a changing world.

City Light's “We Power” outcomes include the following:

Enhance Technology and Cyber Security to
Adapt to the Rapidly Evolving Energy Landscape

We are investing in technology and cyber infrastructure enhancements
to ensure we continue to be responsive and resilient to the challenges
presented by a changing energy landscape.

Initiative Highlight:
Distributed Energy Resource Management System

City Light's Distributed Energy Resource Management System is an
essential technology for establishing a grid that supports the
two-way exchange of energy between the utility and our customers.
This will allow us to manage the operation of distributed energy
resources such as solar panels, wind turbines, and energy storage
systems—all key to decarbonizing the energy sector. It will also
manage the charging and discharging of electric vehicles and other
energy storage systems, supporting both vehicle and building
electrification and enhancing grid stability.
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& RATE PATH

Seattle City Light’s revenue requirements and rates are expected
to increase as the projected pace of electrification intensifies.

Load Growth

This chart shows the drivers that pushing retail load up or down compared to 2023 levels.
Electrification of buildings and transportation is expected to drive significant load growth
in the coming years.
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Cumulative Rate Increases and Inflation

Retail rates have not kept pace with increasing costs for labor
and materials, particularly in the energy industry.
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Cost Management Savings Rate Path

City Light recognizes the challenges rate increases present to our As a public utility, City Light operates to benefit the public - you are our shareholders. This Strategic Plan Update results in a rate path of
customers and community, and we continue to identify cost savings and This means we spend ratepayer money carefully and we drive down costs through 5.4% increases annually for the first two years and
cost avoidance opportunities wherever possible. For example, City Light's prudent management. While we remain committed to managing costs, we cannot 5% annually for the remaining four years.

Hiring Advisory Team evaluates every position request, including backfills meet the increasing financial pressures of higher power costs, electrification, and the

for existing positions, to ensure the utility uses each position for the best, impact of new regulatory requirements without also raising rates.

highest purpose. The utility’s Capital Governance & Oversight Committee
performs a similar function for City Light’s Capital Improvement Program.

5.4% 5.4% 5.0% 5.0% 5.0% 5.0%
Bill Impact
For 2025 and 2026, the 5.4% percent increase translates to about $4.88 a month for a typical
residential bill or $1.95 a month for a typical residential Utility Discount Program (UDP) bill.
CUSTOMER BILL Monthly Bill Monthly Increase
IMPACT EXAMPLES 2024 2025 2026 2027 2028 2029 2030 AVG
Residential (630 kWh/month) $87.99 $4.75 $5.01 $4.89 $5.13 $5.39 $5.66 $5.14
Affordability
Residential - UDP (60% Discount) $35.20 $1.90 $2.00 $1.96 $2.05 $2.16 $2.26 $2.06
i Access to affordable electricity for everyone
Small Commercial (Car Wash) $515 $28 $29 $29 $30 $32 $33 $30 is our goal. As a community-based electric
. . . utility, rates include funding for
Medium Commercial (Retail Store) $8,298 $448 $472 $461 $484 $508 $534 $484 R e [ e e—
Large Industrial (Cement) $27,060 $1,461 $1,540 $1,503 $1,578 $1,657 $1,740 $1,580 EnEE2ney [l (EFEpneit (EEeles, die
outreach to historically excluded
Large Commercial (Hospital) $105,206 $5,681 $5,088 $5,844 $6,136 $6,443 $6,765 $6,143 communities, so all customers can access
help when they need it.
Large Commercial (Education) $2,311,844 $124,840 $131,581 $128,413 $134,834 $141,576 $148,654 $134,983
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REVIEW PANEL

The Seattle City Light Review Panel is comprised of nine members drawn from among City
Light’s customers and stakeholders, to review and assess City Light’s strategic plan and provide
an opinion on the merits of the plan and future revisions to it to the Mayor and the City Council.

Timothy Skeel
Consultant, Economics and Asset Management
Position 1: Economist

John Putz
Senior Strategist, The Energy Authority
Position 2: Financial Analyst

Kerry Meade
Executive Director, Building Potential
Position 3: Nonprofit Energy Efficiency Advocate

Leo Lam
Chief Executive Officer, WEVE Design
Position 4: Residential Customer Representative

Mikel Hansen
Chief Operating Officer, Sabey Corporation
Position 5: Commercial Customer Representative

Amy Altchuler
Director of Sustainability, First Mode
Position 6: Industrial Customer Representative

Oksana Savolyuk
Energy Program Director, Multi Service Center
Position 7: Low-Income Customer Representative

Di Do
Vice President of Marketing & Communications, NorthStar Energy
Position 8: At-Large Customer Representative

Joel Paisner

Partner, Ascent Law Partners, LLP
Position 9: Suburban Franchise Representative

APPENDICES

Financial Forecast Qutreach Summary

Visit the Seattle City Light Strategic Plan website to learn more. )



@ Seattle City Light APPENDIX

2025-2030 Strategic Plan Update
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, the 2023-2028 Strategic Plan Update, and the 2025-2030
Strategic Plan Update. Outreach efforts for the new six-year Strategic Plan began in early 2020,
when the intent was to publish a plan in 2021 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 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 six-year 2022-2026 Strategic Plan to
community groups and hosted a virtual town hall open to the public. We created a 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.

For the 2025-2030 Strategic Plan Update, City Light engaged with over 130 customers and
stakeholders. We continue to build on previous outreach efforts. As some of the business
strategies and programs identified in the 2022-2026 Strategic Plan and 2023-2028 Strategic
Plan Update are multi-year efforts, we continue to reference the feedback we received earlier
to inform planning and implementation for 2024 and beyond. City Light plans to continue
discussions with customers and stakeholder groups to inform program plans going forward.
The outreach efforts we initiated for the 2022-2026 Strategic Plan are leading to ongoing,
mutually beneficial relationships with community-based organizations and stakeholders as we
continue moving forward over the next six years.
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Outreach Methods

Residential Customer Satisfaction Survey

In October 2023, the Seattle City Light Residential Customer Satisfaction Survey was conducted
using both phone and text-to-online formats. City Light provided the research consultant with
a list of 462,304 customers, from which a random representative group of respondents were
contacted via home phone (to take the survey over the phone) or via cell phone (sent a text
with a link to take the survey online). The random-sample format was conducted from October
5-12, 2023. The sample size was 620 residential customers.

An overwhelming majority (81%) of residential customers are satisfied with the overall service
they receive from City Light (54% very satisfied and 27% somewhat satisfied). Reliability of
service is the main reason most customers are satisfied. A majority of customers rate City Light
positively for almost every service area tested (providing reliable service, being responsive and
friendly, having affordable rates, keeping customers informed, providing clean power, helping
reduce energy use, and being active in the community).

Of the 17% of residential customers who are not satisfied, they reported that cost is the
primary concern. Outages, billing issues, and customer service are second-tier concerns.

Customers continue to rank providing carbon-free power as their highest priority. Providing
quality customer service, keeping customers informed about changes that can affect them, and
helping customers manage their energy use continue to be the second-tier priorities for most
residential customers.

The survey results show that customers are most likely to interact with City Light first via
website (to pay their bill online or to find information) and second by phone. Most customers
are satisfied with getting answers to their questions and service needs resolved, regardless of
which method of communication is used.

Customers are more aware of programs for billing and payment assistance than programs to
help save energy, money, and the environment. Lack of awareness of these programs is higher
among People of Color and residents that are new to the Seattle area.

Customers in every demographic group have positive perceptions of solar, wind, and
hydropower energy from dams.
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Community Engagement with Seattle Environmental Justice Communities Report

In 2023, Kambo Energy Group, a social enterprise company that designs and delivers turn-key
energy solutions for environmental justice communities on behalf of utilities, interviewed and
engaged with over a dozen influential community leaders from environmental justice
communities across the greater Seattle region. Community leaders were largely concerned with
affordability. The Kambo report demonstrates that City Light customers need support to
understand their bills. Households need help understanding their bills, especially when the bill
is high. City Light has an opportunity to improve messaging and communications to help
customers understand their bills. Community-based organizations often provide assistance to
help households navigate systems and pay their bills online.

It was further highlighted that the Utility Discount Program (UDP) has inherent barriers that
prevent residents from participating. Community-based organizations (CBOs) that offer UDP
support can build awareness and support the households they work with to participate in the
program, however, leaders shared concerns that households who are not connected to these
CBOs can't access UDP, either because they do not know about the program or because they
do not have the digital and literacy skills needed to apply.

Clean Energy Future Survey

The Clean Energy Transformation Act (CETA) commits Washington to an electricity supply free
of greenhouse gas emissions by 2045. Clean electricity will allow Washington residents and
businesses to power their buildings and homes, vehicles, and appliances with carbon free
resources, such as wind and solar. Reductions in fossil fuel use will improve the health of
communities, grow the economy, create family-sustaining jobs, and enable the state to achieve
its long-term climate goals.

The law provides safeguards to maintain affordable rates and reliable service. It also requires
an equitable distribution of the benefits from the transition to clean energy for all utility
customers and adds and expands energy assistance programs for income-eligible customers.

In August 2021, Seattle City Light sent out a Clean Energy Future survey to 180,000 residential
customers via email. The total number of responses that City Light received was 4,522. The
survey questions were informed by CETA equity indicators as well as other utility-wide
initiatives including the Transportation Electrification Strategic Investment Plan, the Clean
Energy Implementation Plan, the Integrated Resource Plan, and the 2022-2026 Strategic Plan
that had been recently adopted.
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A vast majority of respondents were concerned about climate change. All demographics listed
reducing climate change impacts, reducing reliance on fossil fuels, and reducing environmental
impacts as the three most important benefits of achieving 100% clean energy by 2045. The
main concerns with achieving 100% clean energy were a mixture of four responses: bill
increases, negative impacts of clean energy technology, reliability of service, and construction
impacts. More than 80% of respondents believe that City Light's power supply is less than 90%
renewable and 41% of respondents believe less than 50% is renewable.

When asked about transportation, more than half of respondents listed a personal vehicle as
their main form of transportation. Low-income customers and renters are the most likely to use
public transportation. The main concerns when choosing transportation were a mix between
ease of access to home/work, commute time, options to reach destination, and cost.

When asked how comfortable respondents were in transitioning to all electric in their daily life
(electric cooking, electric heat, electric vehicle, etc.), more than half responded with ‘very
comfortable’, and about a quarter responded somewhat comfortable. Renters are the most
comfortable transitioning to all electric in their daily lives.

Customer Experience Outreach

City Light has continued to engage with customers to understand the barriers they face when
interacting with the utility. A core commitment for the 2022-2026 Strategic Plan and 2023-2028
Strategic Plan Update was to improve the customer experience. This cannot be done without
working directly with our customers to understand the challenges they face when interacting
with City Light.

In 2022, City Light, Seattle Public Utilities (SPU), Human Services Department (HSD), and Seattle
IT launched a new Utility Assistance Programs online application process. This online
application provides access to City Light and SPU emergency assistance programs for
residential customers. The online, automated system provides a single, streamlined process for
all customer assistance programs. This is one way we can continue to improve the customer
experience.

Efforts are underway to modernize and improve the customer journey by making the Utility
Discount Program more accessible for income-eligible customers. City Light and SPU continue
to add new features to the Utility Services Website to enhance self-serve options and the
overall customer service experience.
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Stakeholder Meetings

City Light presented at two annual forums and contacted four stakeholder groups offering an
opportunity to hear more information about the 2025-2030 Strategic Plan Update. Stakeholder
meetings were arranged for City Light leadership to provide an overview of the strategic
priorities and answer questions. Over 130 individuals participated in these stakeholder
meetings. City Light heard a variety of perspectives and gathered feedback about the strategies
presented in the plan. A summary of the stakeholder meetings and key findings are presented
on the following pages.

Stakeholder Meetings

Summary of Meetings
Number of
Date Stakeholder Group Key Questions/Comments Attendees
October Annual Key e High level of interest and concern about rate increase 51
25,2023 Customer Forum e Questions about how long it will take to refill the Rate
Stabilization Account to $100 million
e Concerns and questions about how City Light is
actively preparing to diversify generation resources to
address climate change and future hydropower
uncertainty
October Annual Franchise e Interest in more robust marketing for City Light 18
30, 2023 City Forum programs that customers and businesses in the
franchise cities can take advantage of
e Question about network and non-network services
e Questions about upcoming projects and what impacts
may be to ratepayers
e How to show customers benefits of electrification
initiatives despite concerns and hesitation from the
general public
March 8, Community Action e Concerns about City Light rates 7
2024 Agencies e Look at energy burden more holistically
e Re-evaluate utility assistance programs
e Start a committee to work together to identify
solutions for income-eligible customers
March 18, | NW Energy e Questions about how City Light plans to meet higher 31
2024 Coalition demand due to electrification

Questions about market power purchases and long-
term planning for future resource needs

Questions about make-ready incentives for EV chargers
Questions about what City Light needs from the state
legislature to help set policy
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Number of

Date Stakeholder Group Key Questions/Comments Attendees
March 26, | Building Owner and e Concerns surrounding condition of existing, aging 13
2024 Managers infrastructure

Association (BOMA) ¢ Predictable service connection timelines and rate
predictability is important
e Concern about load growth and City Light's ability to
respond
e Since downtown network rate is higher, customers
would like to see accountability for what the higher
rates are used for
e Interest in incentive programs to help businesses fund
the move to electrification
March 27, | Franchise Cities e Question about grid modernization 11
2024 e Question about grid security
e Ensure adequate power that aligns with franchise city
plans for development/redevelopment
e Adequate capacity for electrification, particularly
support for electric vehicles
e Support delivery of franchise city capital projects
Total Attendees 131

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.
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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, but to advance through the
utility.

Additional Programs and Interest in Solar

According to the Clean Energy Future Survey, customers have interest in additional programs
and education surrounding renewable energy, electric vehicles, and solar power. The top area
of interest was the development of solar in our region, most notably solar incentives,
residential solar, solar education, and community solar programs.

Building Awareness of Utility Incentives

Residential customers expressed interest in receiving personalized and educational messaging
related to utility rebates and incentives. Overall, customers would like to learn more about
incentives and receive information to help homeowners and renters save energy and adopt
new energy technologies (such as electric vehicles and solar panels).

Customer Involvement in Utility Decision Making

Commercial and residential customers alike would like to be included in decision making at
City Light earlier in the process when their input can shape the outcomes. One idea for
improving customer service in this area is to align our customer-facing programs with other
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
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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.

Employee Outreach

In addition to public outreach, City Light leadership presented information about the 2025-
2030 Strategic Plan Update to City Light managers and supervisors and to the City Light
Employee Advisory Group. A Strategic Plan update was shared with employees in the internal
employee newsletter and on the SCL Hub (City Light's internal employee website).

Conclusion and Next Steps

Our outreach efforts have informed the development of the 2025-2030 Strategic Plan Update.
Over the next six years, we will continue the conversations that we have started with
community-based organizations, customers, and stakeholder groups. Some of the business
strategies and programs identified in the 2025-2030 Strategic Plan Update will be multi-year
efforts. We anticipate using the feedback we received from our outreach efforts to inform
planning and implementation for 2024 and beyond.

2025-2030 STRATEGIC PLAN UPDATE OUTREACH SUMMARY | PAGE 8



€} Seattle City Light

APPENDIX

2025-2030 Strategic Plan Update Financial Forecast

EXECUTIVE SUMMARY

This document details the financial assumptions behind the rate path established by City Light's 2025-2030
Strategic Plan Update (the "Plan”). The proposed rate path provides the revenue required to deliver the goals
outlined in the Plan.

Average rates are derived by dividing the revenue requirement by retail sales. City Light's revenue requirement is
increasing around $77 million (6.1%) per year and retail sales are growing by almost 1% per year.

RATE INCREASE SUMMARY

20241 2025 2026 2027 2028 2029 2030
Revenue Requirement, $M $1,091 $1,147 $1,217 $1,291 $1,379 $1,460 $1,555
Annual Increase 5.1% 6.1% 6.0% 6.9% 5.8% 6.5%
Retail Sales GWh 9,099 9,075 9,134 9,225 9,388 9,463 9,602
Annual Change -0.3% 0.6% 1.0% 1.8% 0.8% 1.5%
Average Rate, ¢/kWh 12.0 12.6 13.3 14.0 14.7 15.4 16.2
Annual Increase (Rate Path) 5.4% 5.4% 5.0% 5.0% 5.0% 5.0%

12024 values are current planning values using current consumption profiles and retail rates (RSA surcharge is excluded).

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 cost of
service and rate design process is completed for each year. Customers who decrease their consumption through
energy efficiency measures will experience smaller bill impacts. Monthly bills for a typical residential customer are
expected to grow around $5 every year, making the total annual increase around $60 per year.

CUSTOMER BILL IMPACT EXAMPLES

Monthly Bill Monthly Increase

2024 2025 2026 2027 2028 2029 2030 AVG
Residential (630 kWh/month) $87.99 $4.75 $5.01 $4.89 $5.13 $5.39 $5.66 $5.14
Residential - UDP (60% Discount) $35.20 $1.90 $2.00 $1.96 $2.05 $2.16 $2.26 $2.06
Small Commercial - Car Wash $515 $28 $29 $29 $30 $32 $33 $30
Medium Commercial - Retail $8,298 $448 $472 $461 $484 $508 $534 $484
Store
Large Industrial- Cement $27,060 $1,461 $1,540 $1,503 $1,578 $1,657 $1,740 $1,580
Large Commercial-Hospital $105,206 $5,681 $5,988 $5,844 $6,136 $6,443 $6,765 $6,143
Large Commercial-Education $2,311,844  $124,840 $131,581 $128,413 $134,834 $141,576 $148,654 $134,983
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The below charts and table summarize City Light's revenue requirements for 2025-2030.

REVENUE REQUIREMENT DRIVERS 2025-2030

M Revenue Requirment Drivers - Cumulative Change from 2024
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RETAIL REVENUE REQUIREMENT SUMMARY
2024 2025 2026 2027 2028 2029 2030

$, Millions
Revenue Requirement $1,091  $1,147 $1,217  $1,291 $1,379 $1,460 $1,555
Capital Recovery

Debt Service $246  $241  $252  $241  $258  $267  $264

Revenue Available for Capital & Liquidity* ~~ $168  $164  $190  $230  $254  $268  $310
Operations & Maintenance (O&M)

2024 O&M Baseline $372 $372 $372 $372 $372 $372 $372
Inflation $18 $29 $43 $55 $68 $81 $94
Renewable Energy Credits $0 $1 $0 -$6 -$6 -$6 -$8
New Programs $0 $3 $7 $8 $10 $21 $28
Net Power Costs
New Resources $0 $8 $49 $99 $147 $147 $164
Other Power and Wheeling Contracts $260 $275 $274 $277 $282 $305 $311
Net Wholesale Revenue (NWR) -$45 -$25 -$55 -$80  -$110 -$110 -$110
Power Related Revenues, Net -$19 -$16 -$16 -$15 -$14 -$13 -$7
Other Revenues/Costs
Taxes, Payments and Uncollectibles $136 $140 $144 $153 $163 $174 $185
Miscellaneous Revenue -$44 -$44 -$43 -$44 -$45 -$47 -$48

*This is the amount of operating revenue that is available to cash fund the capital program or add to overall liquidity

Drivers of 2025-2030 Revenue Requirements and Rates

1. Capital Recovery
e Funds historic and future capital investments.
o Capital requirements expected to increase significantly.
o 43% of 2025-2030 capital requirement expected to be funded with revenue/operating cash.
o Also includes cash to support increased liquidity per new debt strategy. (See Appendix A)
e Debt service expected to have moderate growth as the utility issues debt over time.
o Payments on new debt exceed payments on retired debt.

2. Operations and Maintenance (O&M)
e Based on 2024 adopted O&M budget and expected to grow greater than CPI inflation.
e Increased 2024 labor costs around 11% as a placeholder for anticipated labor costs not included in
the Adopted 2024 budget.
o The 2024 Adopted Budget assumed a cumulative cost of living adjustments (COLA) of around
6.4% for 2023 and 2024.
o The COLA agreement with the coalition of labor unions was 9.7% cumulative for 2023 and 2024.
Many job classes are expected to have additional wage adjustments.
e Base O&M expected to grow a little under 1% higher than CPI per year.
e Additional funds to cover additional market-based wage adjustments and support new programs.
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3. Net Power Costs
e Bonneville (BPA) power and transmission costs are the largest single component at over $225 million;
BPA power and transmission costs are expected to increase around 3% per year on average.’
e New power resources required to meet resource adequacy targets. Planning assumption is $164
million for roughly 235 aMW 2030 for a combination of solar, wind, battery storage and transmission.
e NWR planning value decreased to $25 million in 2025 but gradually grows as the utility adds more
renewable resources.

4. Other Revenues/Costs?
e Not a large driver, taxes grow proportionally with revenue.

Inflation Outlook

Price inflation continues to put upward pressure on costs. The below table shows recent actual CPI inflation along
with a forecast through 2030.

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
CPI* 4.8% 8.8% 5.5% 3.9% 2.6% 2.8% 2.8% 2.6% 2.5% 2.2%

*Consumer Price Index, Source: City of Seattle Office of Economic and Revenue Forecasts

CPl inflation is not a perfect indicator of total cost pressures faced by an electric utility. However, it can be a useful
indicator of how City Light retail rate/bill increases compare with other cost increases faced by customers. The
below chart shows that cumulative rate increases from 2020 are expected to be less than CPI inflation through
2027. For the period 2020-2030 retail rate increases are expected to grow around 6% more than CPI inflation.

CUMULATIVE RATE INCREASES COMPARED TO INFLATION
60%

50%
40%

30%

20%

Retail Rates*
10%
0% Actuals | Forecast * Excludes RSA Surcharge

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

'Once BPA announces final record of decision for fiscal year 2026 rates, any material cost differences between the planning values
and expected BPA bills with final BPA rates will be passed through to City Light customers with the BPA passthrough mechanism.
2 Includes city and 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 interest earnings.
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INTRODUCTION

The 2025-2030 Strategic Plan Update (the Plan) builds on the 2023-2028 Strategic Plan approved in July 2023. The
Plan extends the horizon an additional two years to 2030.

This document details the assumptions that determine the average retail rate path for the years 2025-2030.
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 B retail sales (kwh)

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

REVENUES AND EXPENSES (2025 FORECAST)

$ Millions
$1.200 —
Taxes and Other Revenue
Other Costs
$1,000
O&M
$800
Power Costs
600
$ (Excluding NWR)
$400
Capital
Recovery
$200
$0

Expenses Revenues

The following is a short description of each primary component of the revenue requirement. These are discussed
in detail in the subsequent sections of this document.
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Capital Recovery
e Includes the cost of debt-funded capital investments (debt service payments) and funds a portion of the
current capital requirement, so they are not all debt financed.
e Per policy, retail revenue should be sized to achieve at or above 1.80 times the annual debt service
obligation.
e For this planning horizon, debt coverage is higher than 1.80x every year so as to meet the policy of
revenue-funding greater than 40% of the 6-year CIP (See Appendix A).

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

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

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

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

Other
e 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.

CAPITAL RECOVERY (CIP AND BONDS)

Capital recovery reflects the cost of capital spending, as recovered over time. Net capital requirements are
comprised of the capital improvement program (CIP) less capital contributions, which are payments from outside
sources that offset capital expenses.

Net Capital Requirements = CIP — Capital Contributions

Net capital requirements are not a direct component of the revenue requirement but, along with financial policies,
determine the amount of debt (bonds) issued and the amount of net capital requirements funded with operating
cash. The principal payments on outstanding debt and associated interest expense make up debt service.

Net capital requirements, along with financial policies, also help determine the amount of debt (bonds) issued and
the amount of CIP funded with operating revenue. City Light's current financial policies (established by Resolution
31187) calls for setting rates to yield sufficient revenue net of expenses to cover annual debt service obligations
by 1.8 times and fund at least 40% of the capital program with operating revenue over a six-year average. Both
conditions are met when sizing the revenue requirements for this Plan.

The capital expenditures forecast is based on the 2024-2029 Adopted CIP Plan and adds additional costs to
account for increases for labor and material costs, as well as placeholders for new capital cost pressures including
relicensing the Skagit hydro generation project and supporting electrification of buildings and transportation. The
2030 CIP is sized based on the size of the projected capital plan in 2028 and 2029. The CIP forecast used to set
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rates also 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.

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
and 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
during the 2025-2030 planning period total around $1.5 billion and will bring total outstanding debt to over $3.5
billion by 2030. The average funding of the 2025-2030 net capital requirements with operating proceeds is 43%,
slightly above the 40% target.?

CAPITAL REQUIREMENTS AND FUNDING

$, Millions 2024 2025 2026 2027 2028 2029 2030
Capital Requirements
Adopted CIP $414 $404 $397 $398 $398 $425 $400
Additions $25 $60 $65 $120 $100 $130
Total CIP $414 $429 $457 $463 $518 $525 $530
Capital Contributions -$64 -$43 -$42 -$44 -$46 -$49 -$49
Total Net Capital Requirements $349 $385 $414 $419 $472 $476 $481
Capital Funding
Bond Proceeds $194 $292 $230 $273 $262 $247 $194
Operations $156 $93 $185 $146 $209 $229 $287
Total $349 $385 $414 $419 $472 $476 $481
Total Debt Outstanding $2,713 | $2,888 | $3,017  $3,177  $3,325 $3,467  $3,549

MAJOR CIP PROJECTS INCLUDED IN THE 2024-2029 ADOPTED CIP

Master Project Number and Description Six-year Total Spend, $M
8351: Overhead Equipment Replacements $269.4
2250: Energy Efficiency $187.7
8353: Underground Equipment Replacements $158.5
8333: Distribution System Replacements $157.2
8366: Medium Overhead and Underground Services $144.8
8630: Network Systems $118.0
8370: Network Services $116.3
8452: Pole Attachments $108.8
6987: Boundary Licensing Mitigation $101.4
3133: Environmental Cleanup $71.3

CAPITAL IMPROVEMENT PLAN

3 The average 2025-2030 capital funding from operations is calculated by taking the total 2025-2030 funding from operations
($7,095 million) and dividing by the total 2025-2030 Net Capital Requirements (32,647 million) to get 41%.
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Capital requirements determine the size of future bond sales and resulting debt service, and the sales are timed to
ensure sufficient liquidity to provide at least 150 days of operating cash on hand. 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. All bond issues are assumed to have a 30-year term. Borrowing costs are assumed to be 4.5% in
2024 and 5.0% in 2025-2030. Debt service payments on the 2030 bond issue are assumed to start in 2031, so
there is no direct impact on debt service during the planning period from the 2030 debt issue. In efforts to
smooth the rate path, debt service coverage is allowed to fluctuate year to year but managed at an overall level
that meets the six-year target of 40% or greater capital funding from operations.

BOND SALES AND DEBT SERVICE, $MILLIONS

Bond Size 2025 2026 2027 2028 2029 2030
Existing' $228 $220 $194 $193 $185 $166
2024 (Aug)? $200 $12 $12 $12 $12 $12 $12
2025 (Aug)? $299 $19 $19 $19 $19 $19
2026 (Aug)? $236 $15 $15 $15 $15
2027 (Aug)? $275 $18 $18 $18
2028 (Aug)? $264 $17 $17
2029 (Aug)? $248 $16
Total Debt Service $241 $252 $241 $258 $267 $264
Debt Service and Coverage $476 $515 $549 $595 $622 $667
Debt Service Coverage ratio 1.98 2.04 2.28 2.31 2.33 2.53

As of December 2023, ?Fixed Rate Issue (30 year/4.5%), 3Fixed Rate Issue (30 year/5.0%)

OPERATIONS AND MAINTENANCE (O&M)
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Operations 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
separate categories.

The basis for the 2025-2030 O&M forecast is the 2024 Adopted O&M budget, which is then increased each year
to reflect rising costs. An $18 million placeholder was added to the 2024 Adopted Budget to reflect emergent
market-based labor cost increases. The annual cost increase is between 3% and 4% per year and is around 0.6%
higher than CPI inflation on average. Specific funding in certain areas may change as resource and organizational
adjustments are made to deliver on the strategic initiatives and core services.

BUDGET O&M INFLATION BY CATEGORY

$, Millions 2024’ 2025 2026 2027 2028 2029 2030
Labor $186 $194 $202 $210 $218 $226 $234
Labor Benefits $78 $80 $83 $85 $88 $91 $94
Overhead Credit -$64 -$66 -$69 -$71 -$74 -$77 -$79
Non-Labor $112 $114 $117 $120 $122 $125 $128
Transfers to City $90 $92 $96 $99 $102 $105 $108
Total Inflated O&M Budget $401 $414 $429 $442 $456 $470 $484
Annual Change $12 $15 $13 $14 $14 $15
Annual Change % 3.1% 3.6% 3.1% 3.1% 3.1% 3.1%

12024 reflects current forecast

There are numerous adjustments made to the O&M budget values to produce O&M financial forecast values
consistent with financial reporting and policies. These adjustments are outlined in the below table. Proposed
incremental program funding in 2025 and 2026 is expected to primarily support increased capabilities around
power planning and new markets, power line clearance, cyber security and wildfire management. Additional
program funding is included the out years forecast to reflect anticipated emergent cost pressures to be addressed
in future budget cycles. The following table details the adjustments and shows the relationship between the
inflated O&M budget and the O&M forecast.
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O&M ADJUSTMENTS DETAIL

$, Millions 2024 2025 2026 2027 2028 2029 2030
Inflated 2024 Budget $401 $414 | $429 $442 $456 $470 $484
Adjustments
add 1937 RECs (included in PP budget)’ $13 $14 $13 $7 §7 $7 $5
add Intertie included in wheeling budget' $1 $1 $1 $1 $1 $1 $1
subtract Engineering OH not included in budget -$6 -$6 -$7 -$7 -$7 -$7 -$8
Subtract under expenditure assumption? -$20  -$21 -$21 -$22 -$23  -$23 -$24
add New and expanded programs? $0 $3 $7 $8 $10 $21 $28
Total O&M $390 $405 $422 $429 $444 $468 $487
Adopted 2024 O&M Budget $372 $372 $372 $372 $372 $372 $372
Changes from 2024
Inflation $18 $29 $43 $55 $68 $81 $94
REC Costs $0 $1 $0 -$6 -$6 -$6 -$8
New and Expanded Programs $0 $3 $7 $8 $10 $21 $28

" Renewable Energy Credits (RECs) and maintenance costs associated with ownership of the 3rd AC intertie are budgeted as
purchased power but recognized as O&M in financial statements. RECs required to meet state requlations are expected to
decrease in the out years as City Light brings on more renewable energy.

2 Assumes 5% of the O&M Budget will remain unspent.

3 Includes cost projections for new and expanded programs including power planning and new markets, demand side
management programs and support, increases in cyber security and wildfire management and additional placeholder spending
for the out years.

POWER COSTS, NET

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

Current projections reflect the expiration of the Columbia Basin Hydro contracts in 2024 through 2026 and the
acquisition of new resources from 2025 onward. The volume of new resources now projected to be acquired in
2027 and later is significantly higher than it was in the previous Strategic Plan (2023-2028). The resource
acquisition plan includes a mix of solar and wind generation, as well as utility scale battery storage. New resource
acquisitions may be pursued in greater or lesser quantities than currently planned based on factors including
power market outlook, reliability studies and customer programs. The costs of new power resources are partially
offset by increases in planning values for Net Wholesale Revenue. Below is a table outlining long-term power and
wheeling costs.
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LONG-TERM POWER AND WHEELING CONTRACTS

$, Millions 2024 2025 2026 2027 2028 2029 2030
BPA Power’ $162 $179 $175 $177 $172 $191 $193
BPA Wheeling? $66 $68 $71 $74 $77 $80 $83
New Resources? $0 $8 $49 $99 $147 $147 $164
Lucky Peak? $9 $10 $10 $10 $11 $11 $11
Other Wheeling® $4 $5 $5 $5 $14 $15 $15
Columbia Ridge® $7 $7 $7 $7 $5 $4 $4
King County West Point® $2 $3 $3 $3 $3 $3 $3
Priest Rapids’ $1 $1 $1 $1 $1 $1 $1
High Ross® $0 $0 $0 $0 $1 $1 $1
Columbia Basin Hydro® $8 $2 $2 $0 $0 $0 $0

Total LT Power & Wheeling Contracts $260 $283 $323 $376 $429 $452 $475

T Assumes that BPA base power rates increase around 2% on average every year. Changes to purchase volumes, load shaping
rates and a 3-year Fiscal Year 2026-2028 BPA rate period make the annual changes to the BPA bill non-uniform.

2 Assumes BPA wheeling costs increase 4.5% annually on average and purchased transmission volumes gradually grow.

3 New Resources identified to meet resource adequacy targets in the 2022 Integrated Resource Plan. The planning values include
a mix of solar and wind resources including transmission and also utility scale battery storage. The new resources are expected to
provide around 234 aMW by 2028.

4 Reflects production O&M costs growing with inflation.

5> Forecast assumes Lucky Peak production is brought to load in all years and City Light pays for the transmission.

6 Cost inflates per contract terms.

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

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

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

City Light's largest contracted power purchase is with the Bonneville Power Administration (BPA). BPA power and
wheeling bills are complex and based on many factors including City Light load, BPA base rates, BPA's load
shaping charges and BPA's rate setting periods. In general, BPA sets rates every two years and new rate periods
start in October of odd years. However, BPA will have a 3-year rate period for fiscal years 2026-2028 to align with
the start of the new contract period in October 2028. For planning purposes this forecast reflects the same
product and contract terms as before in the new contract period. Once BPA announces its record of decision for
BPA rates for FY 2026-2028, City Light's 2026 BPA power and transmission bills under the new rates will be
compared to the planning values in this report. Any material differences will be automatically implemented in
rates per the BPA pass-through mechanism (SMC 21.49.081).

BPA DETAIL
$ Millions 2024 2025 2026 2027 2028 2029 2030
Block Power Costs $162 $179 $175 $177 $172 $191 $193
Transmission (Wheeling) Costs $66 $68 $71 $74 $77 $80 $83
Total BPA Costs $227 $247 $246 $251 $249 $271 $276
BPA Block Purchases, GWh 4,325 4,363 4,448 4,514 4,459 4,602 4,601
BPA Transmission Purchases, MW 2,241 2,241 | 2,241 2,241 2,391 2,391 2,391
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Long-term purchased power acquisitions are expected to exceed retail load growth, on a volumetric basis.
Because new wind and solar resources are intermittent, additional resources will be required to ensure that retail
demand can be reliably met under varying conditions. Also, City Light's peak load is projected to increase faster
than average load, further increasing firm resources needs to reliably meet load under stress conditions (typically
extreme weather events).

The below chart shows City Light's annual resource mix and retail load. Production from owned hydro generation
facilities is uncertain and varies significantly year-to-year. For planning purposes, this forecast assumes the 30t
percentile of hydro generation from the years 2001-2023. New power resource acquisitions are expected to
increase the overall volume of surplus power available to be sold on the wholesale market. Net Wholesale
Revenue is the revenue from selling surplus energy, net of purchases for load balancing.

ANNUAL SUPPLY AND DEMAND BALANCE
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Planning values for revenues from surplus power sales, or Net Wholesale Revenues (NWR) are summarized in the
table below. The NWR value for 2025 is $20M lower than 2024 to reflect recent observed trends towards dry
conditions, weather anomalies, and more dynamic market activity, which appear to be deteriorating revenues City
Light is able to realize from sales of surplus power. NWR is projected to grow as new resources come online,
however given evolving markets and climate change, there is a great deal of risk around this assumption.
Variations in surplus electricity sales (NWR) are mitigated by the Rate Stabilization Account (RSA), a cash reserve
and rate mechanism designed to insulate customers from wholesale market and weather risk. Any differences
between actual NWR and these planning values will be transferred to/from the RSA (SMC 21.49.086).

WHOLESALE REVENUES, NET
$, Millions 2024 2025 2026 2027 2028 2029 2030
NWR $45 $25 $55 $80 $110 $110 $110

Power related revenues are comprised of long-term power sales, net revenues from sales of ancillary market
services, and transmission sales. The following table details these assumptions.
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POWER RELATED REVENUES, NET

$, Millions 2024 2025 2026 2027 2028 2029 2030
Power Contracts
Delivery to Pend Oreille County' $4 $4 $4 $4 $4 $5 $0
Priest Rapids? $5 $1 $1 $1 $1 $0 $0
BPA Credit for South Fork Tolt $3 $3 $3 $3 $2 $0 $0
Power Marketing Net? $5 $5 $5 $4 $4 $4 $4
Transmission Sales* $3 $3 $3 $3 $3 $3 $3
Total Power Related Revenues, net $19 $16 $16 $15 $14 $13 $7

" Current agreement ends in 2029.

2 Reflects Reasonable Portion contract with Grant PUD. Decreases in the out years to under $500k.

3 Power marketing revenues (net of purchases) are earned from sales of ancillary services associated with

generation and transmission assets, such as reserve capacity sales.

4 Short-term transmission sales. Includes resale of BPA point-to-point transmission and 3rd AC transmission capacity.

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 2024 2025 2026 2027 2028 2029 2030
City Taxes' $68 $71 $73 $77 $83 $87 $93
State Taxes? $49 $49 $51 $54 $58 $62 $66
Franchise Payments and Other Taxes> $11 $11 $11 $12 $13 $13 $14
Uncollectible Revenues* $8 $9 $9 $10 $10 $11 $12

! City taxes, which are 6% of retail revenues, plus some other revenues.

2 State taxes are 3.8734% of retail revenues, plus some other revenues and contributions.

3 Payments associated with franchise contracts with the cities of Burien, Lake Forest Park, SeaTac, Shoreline, Tukwila and King
County (expected to be approved in 2022). Franchise payments range from 4% to 6% of total retail revenue in each franchise
territory. Franchise payments for King County are assumed to start at 8% effective April 2022 and decrease to 6% in 2026 and
thereafter. Also includes a utility tax passthrough for Normandy Park and Lake Forest Park and other miscellaneous taxes (e.g.,
B&O tax) to other jurisdictions where the utility has operations.

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

MISCELLANEOUS REVENUE SOURCES DETAIL

$, Millions 2024 2025 2026 2027 2028 2029 2030
Non-Base Rate Retail Revenue' $6 $6 $7 $7 $7 $7 $7
Other Revenue? $21 $22 $22 $23 $23 $24 $24
Suburban Undergrounding? $2 $2 $2 $2 $2 $2 $2
Property Sales* $1 $1 $1 $1 $1 $1 $1
Interest Income® $9 $10 $11 $11 $12 $12 $12
Operating Fees & Grants $0 $0 $0 $0 $0 $0 $0
Net RSA Transfers® $4 $3 $0 $0 $0 $0 $0
Total Other Revenue Sources $44 $44 $43 $44 $45 $47 $48

T Non-base rate retail revenue includes revenues from retail customers for services or programs which are not dictated by the
revenue requirement. Examples include elective green power programs, distribution capacity charges and power factor charges.
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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. These revenues are expected to increase
over time, mostly growing with inflation.

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.

RETAIL SALES

The forecast of retail sales is based on City Light's 2023 official load forecast, which predicts load growth of 5.5%
from 2024 to 2030. Energy efficiency investments by both the Utility and customers are expected to continue to
reduce sales and outpace new load from economic growth. However, electrification of transportation and
buildings is expected to gradually bring on more load, resulting in material load growth during the Strategic
Planning period. The amount and timing of new electrification load is very uncertain and will continue to be
studied. The below chart shows retail load is expected to be significantly higher than assumed in the previous
Strategic Plan.

RETAIL LOAD FORECAST: LONG TERM
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RETAIL SALES FORECAST BY CUSTOMER CLASS: 2024-2030
GWh 2024 2025 2026 2027 2028 2029 2030
Residential 3,144 3,147 3,161 3,187 3,226 3,234 3,269
Small and Medium 3,557 3,540 3,570 3,613 3,695 3,740 3,809
Large and High Demand 2,398 2,388 2,403 2,425 2,468 2,489 2,523
Total 9,099 9,075 9,134 9,225 9,388 9,463 9,602

Annual change

Residential 0.1% 0.4% 0.8% 1.2% 0.3% 1.1%
Small and Medium -0.5% 0.8% 1.2% 2.3% 1.2% 1.8%
Large and High Demand -0.4% 0.6% 0.9% 1.8% 0.9% 1.4%
Total -0.3% 0.6% 1.0% 1.8% 0.8% 1.5%
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As City Light customers continue to electrify vehicles and buildings, peak load is expected to grow
faster than average energy consumption. In general, City Light sizes its energy, transmission and
distribution requirements to reliably meet peak load and, given the long planning and construction
timelines, capacity expansions need to be in place before the load growth arrives. Revenue is primarily

recovered by energy sales so higher growth in peak load can add more cost pressure than is brought in

by additional retail revenue, driving up average retail rates. The below chart shows the growth in peak
load (P50 = 50" percentile, P90 = 90" percentile and P100 = 100" percentile or max load).

aMW (or MW for peak)

3,500

3,000

2,500

2,000

1,500

1,000

500

RETAIL SALES PEAK VS. ENERGY FORECAST: LONG TERM

Peak loads are expected to grow faster than annual energy

a— . ——

Annual Energy (aMW)

010 2015
Load (Hist.)

=== P50 Forecast (MW)

—

2020 2025 2030 2035 2040
= Peak (Hist.) === | 0ad Forecast
P90 Forecast (MW) P100

2025-2030 STRATEGIC PLAN UPDATE FINANCIAL FORECAST | PAGE 15

45



APPENDIX A: RATE SETTING TARGETS AND GUIDELINES AND DEBT STRATEGY

Producing and delivering electricity to customers requires a significant amount of physical infrastructure, making
electrical utilities among the most capital-intensive industries. Designed to last multiple decades, this
infrastructure and its associated installation require large upfront costs. City Light uses long-term debt as a tool to
help spread out the cost recovery of these long-lived assets, which enables it to provide lower and more stable
retail rates to its customer-owners.

Part of implementing City Light's 2023-2028 Strategic Plan is developing an official strategy for developing an
optimal mix of funding for the capital plan and managing the growth in overall debt. As part of this process, in
2023 City Light reviewed its current policies and practices and proposed changes to its rate setting targets and
strategies to supplement City Light's existing policies. The additions will provide flexibility when setting rates,
ensure adequate annual financial performance and manage the amount of outstanding debt.

Current Financial Policies (established in 2010 by Resolution 31187)

1. Rate Setting Guideline: It is the policy of the City of Seattle to set electric rates for the City Light
Department at levels sufficient for it to achieve a debt service coverage ratio of 1.8.

2. Debt Policy: The City Light Department will manage its capital improvement program so that on average
over any given six-year capital improvement program it will fund 40% of the expenditures with cash from
operations.

Supplemental Targets and Guidelines

1. Updating the target debt service coverage
e atleast 1.80x in any given year and the 6-year rolling average greater than 1.90x.
2. Refining the target for funding of the capital plan from operating cash
e Six-year average operating cash funding of net capital requirements greater than 40%.
3. Introducing a leverage target
e Debt-to-fixed asset ratio less than 60%.
4. Introducing a liquidity target
e Days cash on hand is greater than 150 days.
5. Allow for temporary flexibility
e Suspension of capital funding and leverage targets is permissible for up to 5 years under
exceptional circumstances.* Requires written letter to City Council stating the current situation
and the plan for returning into compliance with all financial policies.

In addition to setting new targets, the 2023 debt strategy also proposed exceeding the debt service coverage and
capital funding targets in the 2025-2030 Strategic Plan in order to provide more financial buffer if projected
capital costs increase significantly in the future. The financial forecast at the time indicated that the utility would
be able to significantly exceed the 40% capital funding from operations target without large rate increases.
However, two primary factors have changed in the financial forecast that caused City Light to revisit how much it
proposes to exceed the financial targets by.

1. Significant increases in the amount and cost of planned new renewable energy resources required to
reliably meet load.

4 An example of a possible exceptional circumstance is if City Light decided to build and own a large amount of new renewable
power generation over a short period of time, which would require a significant amount of capital.
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2. The expected capital requirements are much larger, primarily from significantly higher anticipated
relicensing costs, supporting electrification of buildings and vehicles and higher labor costs.

Both factors have added significant rate pressure. The current financial forecast shows City Light only slightly
exceeding the capital funding target at 43% from operations, which is achieved with approximately 5% annual rate
increases. In many ways the high capital cost scenarios that the utility was looking to buffer against are now the
expected case. Increasing the portion of the expected capital requirements higher than 43% would require
additional retail rate increases over 5% per year. In evaluating affordability for both current and future customers,
City Light proposes that the current 43% is a sufficient trade-off between affordability and debt management. In
future Strategic Plan updates, there may be more room to increase the percentage of the capital funding from
operations to build more buffer to handle years of large capital outlays.

The below charts show the history and forecast of the financial metrics included in the proposed financial policies.
The Revenue Requirements and associated rate path outlined in this report meet all the new proposed financial
policies and overall put the utility in a much stronger financial position when compared to the past 20 years.
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DEBT SERVICE COVERAGE
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METRIC CALCULATIONS

Debt Service Coverage = (Operating Revenues — Operating Expenses + Cash Adjustments. + City Taxes®)/ Debt
Service

Debt-to-Fixed Asset Ratio = Long-Term Debt / (Plant in Service net of Accumulated Depreciation + Construction
Work in Progress)

Capital Funding from Operations = 6 Year Operating Funding / (6 Year CIP — 6 Year Contributions)
Days Cash on Hand = (Operating Account + RSA) / ((Operating Expenses — Depreciation and Amortization®) / 365)

%> Because City Light is part of the City of Seattle, taxes paid to the City of Seattle are considered junior lien to debt service and are
not included in the taxes category when calculating debt service coverage.
% Also includes amortization (non-cash) amounts in operating expenses (i.e., hydro relicensing, energy efficiency)
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Cﬁls Seattle City Light

2023 CITY LIGHT DEBT STRATEGY

EXECUTIVE SUMMARY

Part of implementing City Light's 2023-2028 Strategic Plan is developing an official strategy for developing an
optimal mix of funding for the capital plan and managing the growth in overall debt. As part of this process, City
Light reviewed its current policies and practices and proposes changes to its rate setting targets and strategies.
The proposed changes will provide flexibility when setting rates, ensure adequate annual financial performance
and manage the amount of outstanding debt. The proposed changes to the rate setting targets and guidelines
include:

1. Updating the target debt service coverage
e gt least 1.80x in any given year and the 6-year rolling average greater than 1.90x.
2. Refining the target for funding of the capital plan from operating cash
e Six-year average operating cash funding greater than 40% of net capital requirements.
3. Introducing a leverage target
e Debt-to-fixed asset ratio less than 60%.
4. Introducing a liquidity target
e Days cash on hand is greater than 150 days.
5. Allow for temporary flexibility
e suspension of capital funding and leverage targets is permissible for up to 5 years under
exceptional circumstances.

The proposed rate setting targets serve as a minimum backstop to control debt. City Light's specific strategy for
the next Strategic Planning period (2025-2030) is to exceed these targets when establishing the rate path. Doing
so will further decrease City Light's reliance on debt and also provide more financial buffer if projected capital
costs increase in the future. Using City Light's current financial forecast and stress tests indicate that City Light can
absorb a significant amount of higher capital costs and still meet the proposed financial targets with only a
modest impact to rates.

INTRODUCTION

Producing and delivering electricity to customers requires a significant amount of physical infrastructure, making
electrical utilities among the most capital-intensive industries. This infrastructure, designed to last multiple
decades, and associated installation require large upfront costs. City Light uses long-term debt as a tool to help
spread out the cost recovery of these long-lived assets, which enables it to provide lower and more stable retail
rates to its customer-owners.

The two primary ways public utilities fund their capital needs is by paying with operating cash or issuing debt.
There is no right mix; each utility must determine how it uses debt based on individual factors, and debt practices
may change over time. In general, too much reliance on debt can result in increased borrowing costs or prevent
access to the bond market. Too little reliance on debt may disproportionally shift cost recovery for long-lived
assets to current customers (i.e., higher retail rates in the near term).
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City Light currently has some of the highest credit ratings among public utilities (Aa2 Moody's, AA S&P), providing
it access to among the lowest available interest rates. The average effective interest rate over the past decade has
been around 3.5%. Low borrowing costs can incentivize carrying a slightly higher debt burden, all else equal.

The City of Seattle has a debt policy that governs the use and terms of issuing debt for all City departments,
including City Light. One of the main functions of the City's policy is to outline the legal requirements for issuing
debt, such as the type of expenses for which debt may be used. The City's policies do not specifically address
managing the Utility’s overall debt burden. City Light has financial policies that outline targets for setting rates
and sizing the capital program that indirectly manage debt. City Light's current specific financial policies call for:
(1) setting rates to achieve 1.80x coverage and (2) managing the size of the 6-year capital program so that funding
from operations is 40% or greater.

During City Light's 2023-2028 Strategic Planning process the City Light Review Panel encouraged City Light to
develop an official strategy to manage the Utility's growing amount of outstanding debt. In response, City Light
included developing a debt strategy as part of its business strategy for ensuring financial health and affordability
within the Adopted 2023-2028 Strategic Plan.

City Light has reviewed its current policies and practices around debt issuance and while the current financial
policies do a reasonable job at managing debt, they can be augmented in a new framework to improve overall
debt management. The proposed debt strategy serves as a guideline for managing the overall amount of
outstanding debt, as well as the amount of the capital program that's funded with debt. The strategy establishes
debt-related metrics and associated targets used to manage debt. It also allows for flexibility in certain
circumstances. The debt strategy is not a comprehensive set of financial policies used to put a ceiling on the size
of the capital program but is used within the Strategic Planning framework to help guide the use of debt to
achieve the desired balance between service levels and affordability for both current and future customers.

This paper outlines City Light's proposed Debt Strategy. First, it identifies and defines debt-related metrics and
selects the optimal mix of metrics to manage to. Then it reviews how select metrics compare to peer utilities. Next,
it proposes targets and guidelines for the metrics to be used to manage debt. It then provides an example of how
the strategy would work with a significantly larger capital program (i.e., stress test). Finally, it lists the next steps
forward.

DEBT RELATED METRICS

There are many types of debt-related metrics that provide context for an entity’s outstanding debt amount and its
general ability to make debt payments in the short and long run. This section describes some of the different
categories of debt-related metrics. It also provides City Light's proposal for what primary metric to track and
manage to for each category.

Financial Leverage refers to the relative amount of obligation or debt an entity has. A leverage ratio is a measure
of financial leverage and provides a relative level of debt when compared to another financial metric. A leverage
ratio helps determine if an entity is carrying too much overall debt based on its individual circumstances. It is
important to look at outstanding debt relative to other characteristics because it helps provide context for the size
of overall debt based on the size of an entity, often in terms of assets and/or revenues.

Common financial leverage metrics include:

1. Debt-to-Assets Ratio = Total Debt / Total Assets
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2. Debt-to-Fixed Assets Ratio = Total Debt / Fixed Assets’

3. Debt-to-Equity Ratio = Total Debt / Total Equity

4. Debt-to-Capital Ratio = Total Debt / Total (Total Debt + Total Equity)
5. Asset-to-Equity Ratio = Total Assets / Total Equity

Recommendation: City Light proposes to use Debt-to-Fixed Asset Ratio as its primary leverage metric. All leverage
metrics convey a slightly different measurement and no single metric is best for all utilities. The debt to fixed asset
ratio most closely reflects the amount of outstanding debt relative to the level of infrastructure currently in service.
It provides an approximate measure of the proportion of total infrastructure in service that has been funded with
debt and ties closely with the associated Capital Funding Target (discussed later in this section). It is also a metric
commonly used by rating agencies.

Coverage refers to an entity’s ability to pay its financial obligations. A coverage ratio is a measure of available
funds to pay its annual debt obligation. In general, a higher coverage ratio indicates a greater ability for an entity
to meet its current financial obligations while a lower ratio indicates a lower ability. A few coverage ratios include:

1. Interest coverage ratio: The ability of an entity to pay its annual interest expense (only) on its debt
Interest Coverage = Net Revenue / interest expense

2. Debt service coverage ratio: The ability of an entity to pay its annual debt obligations, including
repayment of both principal and interest

Debt Service Coverage = Net Revenue / Debt Service
3. Cash coverage ratio: The ability of an entity to pay its annual interest expense with its cash balance
Cash Coverage = Cash / interest expense

Recommendation: City Light proposes continuing to use debt service coverage ratio as its primary coverage
metric. This metric is the mostly widely used in public power and is also the primary coverage metric used by
rating agencies.

Liquidity refers to funds that can be made readily available to satisfy ongoing cash flow requirements, including
debt. Some common types of liquidity metrics include:

Current Ratio = Current Assets / Current Liabilities
Quick Ratio = (Cash + Accounts Receivables + Marketable Securities) / Current Liabilities
Days Cash on Hand? = Unrestricted Cash / ((Annual Operating Expenses — Depreciation) / Days in Year)

Recommendation: City Light proposes to continue to use days cash on hand (DCOH) as a primary liquidity metric
since it is the most common liquidity metric used by rating agencies. This metric does not count the City's cash
pool that is available to City Light for 90 days in an emergency without legislation and longer with legislation.

' Fixed Assets generally include undepreciated plant. City Light also includes Construction Work in Progress to
smooth out the impacts of large projects.
2 City Light, Moody's and S&P include the RSA as unrestricted cash for the purposes of calculating this metric.
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Capital Funding Target measures the percentage of the capital program funded with operating cash. The City of
Seattle does its capital planning on a 6-year basis, so this funding target is a 6-year metric that corresponds to the
planning timeframe. The measure evaluates how much of the net capital requirements (i.e., the amount City Light
is responsible for funding) are funded by operating cash and how much is funded by issuing debt. The capital
funding target is closely related to the debt-fixed-asset ratio as they both measure the relative level of debt to the
capital.

The calculation is as follows:

Capital Funding = Funding from Operations / (Total Capital Requirements — 3™ Party Capital Contributions)

Summary
City Light's proposed debt-related financial metrics are:

Debt Service Coverage

Debt-to-fixed assets ratio

Days Cash on Hand

Percentage of capital funding from operations (over 6 years)

Mo =

HOW THE PROPOSED FINANCIAL METRICS ARE RELATED

City Light's proposed metrics are inter-related. The most notable relationship is debt service coverage and cash
funding of the capital program as the debt service coverage level drives the amount of operating cash available
for the capital program. Net Revenue is the difference between operating revenues and operating expenses. After
Net Revenue is used to pay debt service and City taxes, the residual is used for cash funding of the capital
program. Bond proceeds are sized to cover the remainder of capital requirements. Figure 1 shows an example that
helps illustrate this this relationship.

3 Under City Light's bond ordinances, City taxes have not been included in operating expense for the calculation of
debt service coverage since City Light is a department within the City of Seattle and the payments made to the
general fund are considered second lien to debt service.
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Therefore, higher debt service coverage will increase the amount of operating cash going to the capital program.
Figure 2 illustrates how different debt service coverage levels impact the amount of operating cash available for
the capital program. Under current conditions 0.2x higher coverage leads to around $50 million more operating
cash available for the capital program. This example shows coverage increasing by solely increasing retail revenue
(retail rates); however, it is possible to achieve higher coverage with a combination of reductions to operating
costs and increases to retail revenue.

Figure 2
- 1.8x Coverage = 38% Cash Funding CIP 2.0x Coverage = 51% Cash Funding CIP
inions
1,200
Cash to CIP ($133 M) Other Revenue
1,000 City Taxes
Debt
800 Service
600
Operating
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200
0

In general, higher coverage means less use of debt. It follows that higher coverage, over time, will result in a lower
leverage (debt-to-fixed asset ratio). Since the leverage metric is looking at total debt and total fixed assets the
impact from higher coverage in any individual year will be small but sustained higher coverage will gradually
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decrease the debt-to-fixed asset ratio. Maintaining higher cash balances (higher liquidity) will increase the reliance
on debt as more operating cash is being held in reserve than put towards the capital program. At current
operating expense levels an increase in 50 days cash on hand requires holding on to $106 M more cash. This
$106M could have been used to reduce the amount of future debt issued. Permanently increasing the DCOH
target will result in a one-time impact of increased borrowing.

PEER COMPARIONS OF PROPOSED METRICS

Figure 3 shows comparisons of City Light with 34 peer public utilities for the proposed metrics.* The summary
includes:

Debt-to-Fixed Assets: City Light is currently close to average compared to other utilities.
Debt Service Coverage: City Light is on the lower side, just under the 25" percentile®
Days Cash on Hand: City Light is on the lower side, just under the 25" percentile

More discussion on City Light's relative comparison will be included in the debt strategy proposal section.

Figure 3
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4 Data from Moody's Municipal Financial Ratio Analysis (MFRA) system as of October 18, 2022. Reflects public utilities with greater than $200M
annual O&M expense who generate 20% or more of their own power requirements and rating in the "A" category or higher (34 utilities in
total).

> Moody's calculation for Total Annual Debt Service Coverage = Net Revenues divided by regular Total Annual Debt Service. This is slightly
lower than City Light's calculation of the metric, which removes City taxes when calculating net revenue. For reference removing city taxes
from current the debt service coverage calculation adds approximately 0.25x coverage (1.90x is around1.65x with City taxes included in the
DSC calculation).
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DEBT STRATEGY PROPOSAL

City Light's debt strategy is intended to provide a flexible framework that serves as a guideline for the overall
amount of outstanding debt, as well the amount of the capital program that's funded with debt. The strategy
establishes metrics and associated minimum targets to help manage debt.

City Light believes it is on the right path of gradually reducing its reliance on debt. In City Light's Adopted 2022-
2028 Strategic Plan the rate path was set using a debt service coverage above the existing 1.80x target (six-year
average 1.93x). The higher coverage along with managing the size of the capital program resulted in a planning
value of funding 40% of the capital program with operating cash. In addition, the current financial outlook has
improved since the Adopted 2023-2028 Strategic Plan was developed and current projected capital funding levels
from operations are over 40%.

However, while the recent Strategic Plan has put the Utility on the right path, there is no formal debt management
strategy that will help guide future plans, ensuring strong financial stewardship for current and future City Light
customers.

City Light's proposed debt strategy is summarized as follows:

(1) Update the Debt service coverage target so that rates are set to achieve at least 1.80x in any given year
and the Utility maintains a 6-year rolling average value greater than 1.90x.

(2) Update Capital Funding target to have greater than 40% of the 6-year average net capital requirements
funded with operating cash

a. Achieved through a combination of capital program prioritization and cost controls and above
target debt service coverage, if needed
(3) Introduce a liquidity target of over 150 Days Cash on Hand for setting rates and sizing bond issues.
(4) Introduce a leverage target of less than 60% debt-to-fixed asset ratio.

Each component is discussed more below.

Debt Service Coverage. The proposed target of averaging at least 1.90x coverage is a small but material
improvement to City Light's current official coverage target of 1.80x each year. In addition, not having a fixed
target each year allows for flexibility to smooth out rate impacts over multiple years, including ramping up
coverage in anticipation of years of high capital costs. Also, a sustained average coverage of 1.90x is a minimum;
actual debt service coverage used to set rates may be higher to meet City Light's other financial policy targets
and/or strategic goals.

City Light has relatively low debt service coverage, especially when compared to utilities with similar credit ratings.
While City Light's historical coverage is lower than many of its peers, it has many other favorable credit strengths
and historically has maintained its high credit rating without ranking in the top half of utilities for debt service
coverage (median = 1.95x). In general, higher coverage does mean less debt. However, there is a tradeoff with
increasing rates. Every 0.1x increase in coverage means about roughly 2.5% higher customer rates in the near
term. The proposed 1.90x or higher coverage on a sustained basis strikes a good balance between financial
performance and affordability.

While the policy target is an average of 1.90x per, City Light's specific strategy will be to try to exceed the target

and achieve closer to 2.0x coverage on average over the next Strategic Planning period (2025-2030), so long as it
can continue to do so with inflation-like rate increases. City Light's annual debt service is currently expected to be
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relatively flat over the next Strategic Plan period, providing an opportunity for sustained higher coverage along-
side modest inflation-like rate increases, all else equal. Figure 4 shows City Light's debt service coverage history
and current forecast.

Figure 4
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Capital Funding Target. The proposed target is similar to the current policy. The material change is that the
funding target is defined as net capital requirements, which are after third party contributions. Net capital
requirements are the amount of the capital requirements that the Utility is responsible for funding (either through
operations or issuing debt). In addition, meeting the 40% funding from operations target can be achieved by a
combination of capital program prioritization and cost controls and increasing coverage above the debt service
coverage target. The current policy only lists managing the size of the capital program, which may not always be
possible given investments required to meet targeted service levels.

The 40% cash funding policy target is a minimum amount. City Light's strategy will be to achieve greater than 45%
in the 2025-2030 Strategic Plan so that the Utility will be able to absorb years of large capital requirements
without having to significantly raise rates to meet the 40% minimum funding target. Figure 5 shows City Light's

capital funding history and current forecast.

Figure 5
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150 Days Cash on Hand. This is a new metric for City Light as the Utility does not currently have an official
liquidity target to plan to. Rating agencies typically look at a DCOH metric and note City Light is on the low side
compared to similarly-rated utilities. 150 days would be an improvement from historical averages and provide
more buffer in years of unexpected cash flow shortages. Since City Light has access to the City's consolidated cash
pool in an emergency it doesn't need to carry as much liquidity as other comparably-rated utilities. There is an
opportunity cost of carrying higher liquidity as the alternative of reducing debt issuance would result in lower
overall costs since long-term borrowing rates are generally higher than short term interest rates. Therefore 150
days will provide sustained improved liquidity but limit the cost of doing so. Figure 6 shows City Light's DCOH
history and current forecast.
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Debt-to-Fixed Asset Ratio. City Light does not currently have an official leverage metric against which it plans
and manages. As mentioned previously, out of all the leverage metrics, the debt-to-fixed assets ratio most closely
complements the 40% capital funding target, which is forward-looking. Including a leverage metric as a partner
metric to the capital funding target will ensure that the relative amount of debt outstanding is also controlled for.
Setting the metric target to less than 60% ensures a manageable debt burden. The strategy will be to gradually
bring down the metric below 60% so as to have room to allow it to increase in years of very large capital outlays.
City Light has operated with debt-to-fixed capital ratio greater than 60% for many years and still maintained a
strong credit rating. However, it will be more prudent to operate with lower debt burden going forward. Figure 7
shows City Light's historical and forecast debt-to-fixed assets ratio
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Figure 7
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ADDITIONAL FLEXIBILITY

The proposed debt strategy framework allows the Utility to adjust to changing situations. In general,
the strategy outlines that City Light should attempt to out-perform each metric target so that it has the
required buffer to accommodate years of potential high capital costs without requiring sudden large
rate increases to meet its financial targets. However, there could be instances where additional flexibility
could be required.

An example of this is if City Light decided to build and own new renewable power generation resources,
which would require a significant amount of additional capital. If owning (and debt funding) a
generating resource will lead to lower customer rates in the long run the Utility should not avoid
ownership because of a large upfront rate increase required to meet financial targets. Therefore, there
may be justification to relax the leverage and capital funding targets temporarily, if needed, to allow the
Utility to gradually ramp up rates over time.

In most situations the Utility will have sufficient advance notice of new, large capital spending and can
gradually increase rates in preparation. However, if there is not enough lead time or if there are other
significant rate pressures, the Utility should maintain flexibility to respond to these exceptional
circumstances. For example, the Utility might relax its leverage targets for a major one-time
expenditure, and would document in writing for City Council what the exceptional circumstance is and
how it plans to come back into compliance within a certain number of years and would provide annual
reports until compliance is achieved.
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STRESS TEST - SIZE OF THE CAPITAL PROGRAM

A stress test was conducted to see how the size of the capital plan would impact City Light's debt
strategy. Under the current financial forecast the Utility is in a strong position to absorb higher capital
costs without increasing rates significantly higher than inflation while still meeting the proposed debt
targets (>40% capital funding from operations and a debt-fixed-asset ratio <60%).

A number of different capital plan scenarios were run. The most extreme scenario is shared for
illustrative purposes. This scenario assumes $150M higher annual capital costs than the baseline each
year starting in 2027. For context, $150 million is roughly a third of the size of the baseline (2023-2028
Adopted CIP Plan)

Under the $150M larger capital plan scenario a modest increase in coverage (above baseline) is
required to keep the 6-year capital funding target above 40%. The higher coverage along with the
higher debt service results in around 8% higher average retail rates over the timeframe. The debt-to-
fixed asset ratio was able to remain under the 60% target with no additional intervention above what
was required for the 6-year capital funding target. Figure 8 shows the results of the stress test.

Figure 8
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DEBT STRATEGY NEXT STEPS

The debt strategy proposes establishing new metrics and targets to provide additional guardrails for
prudent debt management. The proposed metrics and targets supplement City Light's existing financial
policies. The proposed next steps are as follows:

The new metrics and targets will be used in the development of the 2025-2030 Strategic Plan rate path.
Specifically retail revenue should be set at sufficient levels so that:

e Debt service coverage is at least 1.80x in any given year and the 6-year rolling average is
greater than 1.90x.

e Operating Cash funding is greater than 40% of net capital requirements.

e Days Cash on Hand is greater than 150 days.

o Debt-to-fixed asset ratio is less than 60%.

While the new targets help provide guardrails, the proposed strategies for the specific values used to

set retail rates are dynamic and may evolve between Strategic Plan updates based on a variety of
factors. The selected metrics will also need to be periodically evaluated and possibly adjusted over time.
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Seattle City Light Review Panel
c/o L. Barreca, Seattle City Light
P.O. Box 32023 Seattle, WA 98124-4023
CLRP@seattle.gov

May 20, 2024

Mayor Bruce Harrell
The City of Seattle

600 Fourth Avenue

P.O. Box 94749

Seattle, WA 98124-4749

RE: City Light Review Panel Comment Letter on Proposed 2025-2030
Seattle City Light Strategic Plan Update

Dear Mayor Harrell:

This letter presents the City Light Review Panel (Panel) comments on the proposed Seattle City
Light (City Light) Strategic Plan Update for 2025-2030 (the Plan). Consistent with Ordinance
124740, the Panel has met monthly to track progress on the 2022 Strategic Plan update and
provide input to the 2024 Plan. We are pleased to endorse the 2024 Plan and support its
adoption as presented.

While the rate path in the Plan is higher than has been proposed in the last few Plans, we
believe it to be reasonable and appropriate given the challenges facing the utility. However,
there are a number of uncertainties in the forecast, Therefore, if costs decline from the originally
projected levels, the Panel would like to revisit the rate path with City Light.

In this endorsement letter, we have noted City Light's recent achievements as well as what is
changing for City Light and its customers. We considered these factors carefully when evaluating
the Plan.

City Light Achievements

In the past two years, City Light has been focused on the five Strategic Priorities. Several
highlights worth noting are below.

To effectively Create Our Energy Future, City Light met the milestones identified in the
Transportation Electrification Strategic Investment Plan that was approved by the City Council in
2020. It has installed electric charging infrastructure consisting of 131 Multifamily Level 2 EV
chargers and 31 Curbside charging stations. And City Light plans to install public DC Fast
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Charging projects in Shoreline and Morgan Junction, as well as replacing obsolete public
charging systems. Additionally, City Light developed an internal Grid Modernization Plan to
understand what investment in transmission and distribution will be needed to maintain system
reliability and to serve future load. City Light has also actively participated in a regional planning
forum (the Western Resource Adequacy Program) to plan resources for future load growth and
more economically dispatch resources across the region.

Taking steps to Improve the Customer Experience, City Light distributed approximately $10.6
million in state pandemic funds to help reduce past-due balances for customers in 2022 and
2023, as well another $3.7 million in Emergency Bil Assistance and Low-Income Home Energy
Assistance Program funds. City Light also improved the customer application process for the
Utility Assistance Program. And City Light worked on the Time Of Use program which is
anticipated to go live in early 2025. With its new Time of Use program, City Light will be able to
offer customers more control over energy management.

As part of Develop Workforce and Organizational Agility, City Light launched an organizational
change management program to help employees be ready for the future. City Light also
continued work on the Utility Technology Roadmap, to right-size and appropriately scale
investment in technology initiatives.

Under Ensure Financial Health and Affordability, City Light developed and successfully executed
a Road to Recovery strategy that reduced aging receivable risk and stabilized revenues. City
Light updated its financial policies with more conservative credit metrics and a debt
management strategy that should allow it to maintain its high credit rating and allocate
infrastructure costs equitably across current and future customers. These are all material
achievements and important to position the Utility to continue to serve the community and its
customers.

With respect to We Power, in response to the risk posed to transmission lines and the Skagit
facility by wildfire in the North Cascades in summer 2023, City Light completed its Wildfire Risk

Reduction Strategy. The strategy focused on the risk of City Light assets causing a wildfire and
assessed the risks to City Light assets from a wildfire.

What is Changing for City Light and its Customers?

The Panel’s objective has been to understand the fundamental drivers to the Plan’s rate path. In
short, City Light is facing a significantly different future than two years ago.

Create Our Energy Future

The transition to renewable energy to meet carbon-free goals has increased the cost of power
supply. Unfortunately, new clean energy resources are predominantly intermittent energy
resources (wind and solar) that are not always available because of weather variability and time
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of day. At the same time, City Light's load forecast has a steeper demand growth over the next
decade, in large part, from building and transportation electrification. The net effect will be
much higher costs in the rate path, as City Light plans energy and capacity to serve future load.

City Light is not alone in this, there is industry-wide competition to find cost-effective clean
energy resources and peer utilities are undertaking innovative approaches to managing
customer load and influencing customer demand. The Panel supports City Light's efforts to
invest in technology upgrades and software and labor procurement that will allow the utility to
keep pace with its peers. The Panel supports City Light's efforts to explore all options to cost-

effectively meet customer demand with energy and capacity. In addition, exploring cost effective

energy efficiency, tools to reduce demand will be valuable. The Panel hopes that City Light's
time of use program will support demand reduction and distributed resources, such as
demand response programs, grid-interactive efficient buildings (GEBs), and virtual power plants
(aggregated distributed energy resources supported by customer based solar and batteries).

Improve the Customer Experience

Customers’ needs are changing, but in diverse ways. Customers want smarter solutions,
personalized service, more information about their energy use, and a credible information
source about available programs, solar options, tax incentives, and rebates. Other customers
are- or will be- electrifying their homes, as Washington State phases out natural gas space and
water heating.

Commercial customers are undergoing building improvements to comply with state and city
building standards. And given state laws to phase out vehicle emissions, City Light has new
transportation electrification customers in mass transit, port operations, fleet vehicles, and
personal vehicles. Therefore, City Light will need to pursue a range of strategies to effectively
serve diverse customer interests.

City Light has experienced persistent backlogs in new service connections. Therefore, the Panel
supports City Light's outcome to improve predictability of service connection timelines.

To help customers understand the significant changes facing the utility, City Light will need to
prioritize customer engagement, through education and outreach services, Additionally, the
Panel has asked City Light to focus on equity and affordability for marginalized communities.
Average customer income has not been rising as quickly as inflation. The Panel suggests
expanded bill assistance, easier access to programs, a tiered income program, and expanded
outreach to target customers.

Develop Workforce & Organizational Agility

The Panel urges City Light to continue driving toward a culture of nimbleness. Given the
uncertainty of the speed of demand growth and the cost to serve load, SCL must be ready to
adapt for unexpected challenges.
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The Panel supports the new General Manager's initiative to rebuild the organization. City Light
has not been allowed to offer competitive salaries, despite being one of the nation’s largest
municipal utilities located in a region with a very high cost of living. It will be important to
address compensation disparities and consider any cultural issues that may be leading to
unwanted attrition and inability to attract new employees. The Panel recommends City Light,
and the City address the salary issue to recruit and retain the talented employees needed to
fulfill the goals of the Strategic Plan.

Technology continues to evolve rapidly while cyber security risks are escalating. Therefore, the
Panel also supports initiatives to invest in workforce development to transition to new
technology applications.

Ensure Financial Health & Affordability

City Light emerged from the pandemic in a stable financial position. However, in 2023, City Light
drew down the financial reserves in the Rate Stabilization Account (RSA). Low hydro production
and extreme weather demand forced City Light to procure short-term power supply when
wholesale market prices were at historically elevated levels. In addition to higher power supply
costs, City Light faces other cost pressures. City Light managed annual rate increases below the
level of inflation in recent years, but that will be difficult to sustain in the future. Material costs -
exacerbated by supply chain challenges - are rising faster than the cost of inflation. And interest
rates have risen, which increases debt costs as City Light makes investments. Given the lack of
RSA reserves and the combined effect of rising power supply and materials costs, the Panel
concurs with the conservative planning criteria City Light embedded in the rate path.

City Light has proposed a higher rate path than was proposed in the prior Plan. We believe that
the forecast is reasonable, based upon these external factors. However, we would encourage
City Light to take steps to minimize as much as feasible the extent of these rate increases going
forward. by determining how to best manage its existing and future portfolio of generation
assets for energy and capacity needs and by designing rates to incentivize peak demand
reduction. The Panel supports City Light's related Market Risk Management initiative in the Plan.

Finally, City Light is submitting a debt strategy as an Appendix to the Strategic Plan. The Panel
supports SCL's adoption of the more robust debt management metrics in the debt strategy.

We Power

The policy and regulatory landscape continue to be complicated. And weather events are
increasingly severe. Given the regulatory and weather uncertainty, City Light will need to plan
investment diligently to not only meet increasing demand, but to make its delivery system more
resilient. City Light must preserve its valuable hydro resources that provide critical balancing and
storage, further enabling carbon free resources. The Panel supports continued maintenance of
the distribution system and City Light's relicensing work on the Skagit hydro project.
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It will be important for City Light to plan investment carefully, to avoid potential stranded
investment if reality differs from the forecast. A diversified approach to planning and investment
is more valuable than ever. The Panel will look to City Light to maintain a rigorous risk-based
planning and review process to ensure expenditures deliver value to customers and the
community.

Conclusion

In conclusion, City Light is better positioned than many other utilities, but still faces future
challenges. Given the uncertainty regarding the speed and pace of demand growth, changing
regulatory requirements, new energy resource technologies, and severe weather events, the
Panel supports City Light's conservative planning approach. City Light will need to access capital
while it carefully managing resources (customers’ trust, a committed workforce, its clean energy
resources, and its reliable delivery system).

We thank our new General Manager, the previous General Manager, the City Light team, as well
as the staff from the City Council and Budget Offices, all of whom support the work of the City
Light Review Panel. They are dedicated, knowledgeable, and transparent. Under the direction of
the former General Manager, the Panel saw an important cultural shift at the utility toward
greater inclusion and transparency with the Panel. We are confident that, under the new General
Manager, this will continue.

We would welcome the opportunity to speak with you and the City Council about the
recommendations in our letter.

Sincerely,

Members of the City Light Review Panel’

e YT
2 7 Il
S

Leo Lam Joel Paisner Timothy Skeel
Chair Co-Chair Panel Position #1
Panel Position #4 Panel Position #9 Economist
Residential Customer Suburban Franchise
Representative Representative

1 We sign this letter in our individual capacities, not as representatives of our employers.
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QL

John Putz
Panel Position #2
Financial Analyst

Amy Altchuler
Panel Position #6
Industrial Customer
Representative

v M, 2
,éé’f?‘f[,ifﬁw

Kerry Meade
Panel Position #3
Non-Profit Energy
Efficiency Advocate

Oksana Savolyuk
Panel Position #7

Low Income Customer
Representative

D], o

Mikel Hansen
Panel Position #5
Commercial
Customer
Representative

S~ —

S

Di Do

Panel Position #8
At-Large Customer
Representative
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SUMMARY and FISCAL NOTE

Department: Dept. Contact: CBO Contact:
Seattle City Light Leigh Barreca Greg Shiring

| 1. BILL SUMMARY |

Legislation Title:
A RESOLUTION related to the City Light Department, adopting a 2025-2030 Strategic Plan
Update for the City Light Department and endorsing the associated six-year rate path.

Summary and Background of the Legislation:

This resolution adopts City Light’s 2025-2030 Strategic Plan Update. It also endorses the six-
year rate path required to generate the revenue to support the project and initiatives described in
the strategic plan and instructs City Light to prepare the 2025-2026 proposed budget and rates
accordingly. The rate path is informed by the City Light Debt Policy which establishes targets
and guidelines to supplement the adopted financial policies. The Debt Strategy was endorsed by
the City Light Review Panel in 2023.

2025 2026 2027 2028 2029 2030 Average
5.4% 5.4% 5.0% 5.0% 5.0% 5.0% 5.1%

| 2. CAPITAL IMPROVEMENT PROGRAM ‘

Does this legislation create, fund, or amend a CIP Project? []Yes[X] No

| 3. SUMMARY OF FINANCIAL IMPLICATIONS |

Does this legislation have financial impacts to the City? []Yes X No

| 3.d. Other Impacts \

Does the legislation have other financial impacts to The City of Seattle, including direct or
indirect, one-time or ongoing costs, that are not included in Sections 3.a through 3.c? If so,
please describe these financial impacts.

Template last revised: January 5, 2024
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If the legislation has costs, but they can be absorbed within existing operations, please
describe how those costs can be absorbed. The description should clearly describe if the
absorbed costs are achievable because the department had excess resources within their
existing budget or if by absorbing these costs the department is deprioritizing other work
that would have used these resources.

Yes, the adoption of the Strategic Plan endorses a six-year rate trajectory, which reflects cost and
revenue assumptions implicit in this rate assumption, which will inform future budget proposals
and rate legislation.

Please describe any financial costs or other impacts of not implementing the legislation.
None

| 4. OTHER IMPLICATIONS

a. Please describe how this legislation may affect any departments besides the originating
department.
No affect to other departments

b. Does this legislation affect a piece of property? If yes, please attach a map and explain
any impacts on the property. Please attach any Environmental Impact Statements,
Determinations of Non-Significance, or other reports generated for this property.

No

c. Please describe any perceived implication for the principles of the Race and Social
Justice Initiative,

i.  How does this legislation impact vulnerable or historically disadvantaged
communities? How did you arrive at this conclusion? In your response please
consider impacts within City government (employees, internal programs) as well
as in the broader community.

City Light takes its lead from the City-wide Races and Social Justice Initiative (RSJI)
to end institutional racism in government. When deciding how to implement the
programs, initiatives, and activities laid out in the Strategic Plan, City Light will
continue to center equity in our work and offer services to vulnerable and historically
underrepresented communities consistent with City policy.

ii.  Please attach any Racial Equity Toolkits or other racial equity analyses in the
development and/or assessment of the legislation.

iii.  What is the Language Access Plan for any communications to the public?
To increase accessibility for as many members of our community as possible, we will
carry out the activities in the Strategic Plan in accordance with City Light’s Language
Access Plan. We commit to budgeting the time and resources required for translation
and interpretation services. We will consult with the Office of Immigrant and
Refugee Affairs to ensure our outreach materials and strategies are inclusive and
culturally appropriate, and we will seek to implement customer suggestions for
improvement whenever possible.

Template last revised: January 5, 2024
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d. Climate Change Implications
i.  Emissions: How is this legislation likely to increase or decrease carbon emissions
in a material way? Please attach any studies or other materials that were used to
inform this response.
Not directly, but the Strategic Plan does include programs such as building and
transportation electrification that would impact/decrease carbon emissions.

ii.  Resiliency: Will the action(s) proposed by this legislation increase or decrease
Seattle’s resiliency (or ability to adapt) to climate change in a material way? If
so, explain. If it is likely to decrease resiliency in a material way, describe what
will or could be done to mitigate the effects.

Not directly, but the Strategic Plan does include programs such as electrification, grid
modernization and wildfire risk management effort that would impact climate
resiliency.

e. If this legislation includes a new initiative or a major programmatic expansion: What
are the specific long-term and measurable goal(s) of the program? How will this
legislation help achieve the program’s desired goal(s)? What mechanisms will be used
to measure progress towards meeting those goals?

This legislation does not include any specific new initiatives or programmatic expansion. The
progress towards meeting the goals described in the Plan will be measured through the
development of and reporting on monthly performance metrics for each defined goal.

[5. CHECKLIST |
] Is a public hearing required?
] Is publication of notice with The Daily Journal of Commerce and/or The Seattle

Times required?

] If this legislation changes spending and/or revenues for a fund, have you reviewed
the relevant fund policies and determined that this legislation complies?

] Does this legislation create a non-utility CIP project that involves a shared financial
commitment with a non-City partner agency or organization?

[ 6. ATTACHMENTS |

Summary Attachments: None.

Template last revised: January 5, 2024
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What is the City Light Strategic Plan?

® Process established by Council P
Ordinance in 2010. oy -

1;;:"
® Six-year view of priorities, -
. . . o™
outcomes and initiatives. £
® Six-year rate path, a foundation <
for biennial budget and retail o T | 2 A b
rates. Wl T4 ST
.
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City Light Review Panel

® Nine-member volunteer
Panel representing
customers and partners

® Appointed by Council or
Mayor, charter set by
Resolution

® Panel guides and provides
Input on strategic planning,
financial planning, and rate
proposals

e N

Joel Paisner Kerry Meae

Leo Lam
Residential Cust. Rep Suburban Cities Rep Non-Profit Energy
Panel Chair Panel Co-Chair

Efficiency Rep
T N

Tim Skee
Economist

Oksana Savblyuk
Low-Income Cust. Rep

Thien-Di Do
Member at Large

F
John Putz
Financial Analyst

Mikel Hansen
Commercial Cust. Rep

Amy Altchuler
Industrial Cust. Rep
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Strategic Plan Cycles

First Full

olan Full plan Full plan Full plan
2013- 2019- 2022- 2027-
Az . ﬁ -
2020 2022 2028 2030
Update Update Update Update

* Due to pandemic 2022-2026 SP was a five-year plan
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Commitment to Diversity, Equity & Inclusion

e Strategic plan & rate path informed
by large utility planning efforts

* Planning efforts include community
engagement & racial equity review

* RSJI Project Team reviewed and
made recommendation for budget
change requests (BCR).

76



Focusing on our Community’s Values

* Six stakeholder group presentations
offered in 2023 and 2024, 131+ attendees

* 16 hours of strategy planning meetings
with the City Light Review Panel

* Customer outreach via survey

* Employee outreach: meetings & online
materials through City Light internal
communication channels
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Some Key Things we Heard

Everyone cares about the affordability and
predictability of rates

Many are interested in renewable energy,
especially solar incentives

People want to learn more about available
rebates and incentives

Customers and employees want to be involved
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Strategic Plan Business Strategies

@ Improve the Customer Experience

o Create our Energy Future

e Develop Workforce and Organizational Agility

@ Ensure Financial Stewardship and Affordability

o We Power

10
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Priority: Improve the Customer Experience

Qutcomes:

* Deliver programs aligned with
customer priorities.

* Decrease unplanned outages \y,,

In areas experiencing above- U'
average outage rates. adb [

"

* Provide more predictable
electric service connection
timelines.

11
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Priority: Create our Energy Future

Outcomes:

* Secure a diverse mix of long-term energy
resources to meet growing demand.

* Support customer adoption of
transportation & building electrification.

* Improve energy delivery infrastructure to
support current & future capacity needs.

#ih Seattle City Light

Electrification

12
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Priority: Workforce & Organizational Agility
Outcomes:
® Increase employee engagement.

® Provide opportunities for career
mobility.

® Prioritize our work & staff it
appropriately.
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Priority: Financial Stewardship & Affordability

Qutcomes:

® Reduce volatility in power
supply costs.

® Allocate resources to balance
growing energy costs &
customer expectations.

® Limit energy burden on
customers.

14
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Priority. We Power

Outcomes:

® Enhance our response to
climate change.

® Efficiently manage operations
to comply with expanding
regulations.

® Enhance technology to adapt

to evolving energy landscape.

s
¥

15
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Six-Year Rate Path

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Rate Increases 3.0%' 21%° 45% 5.6%°
2022 Strategic Plan Update 30% 3.0% | 3.0% 3.0%
2024 Strategic Plan Update 54% 54% 50% 50% 50% 50%

An increase of 5.4% translates to about $5 per month for a typical residential customer.

13.0% increase legislated for 2021 was offset by an RSA surcharge rolling off, resulting in a net impact for customers of 0.0%.
®The original 3.9% legislated base rate increase was reduced due to a BPA passthrough credit.

*The legislated 4.5% base rate was increased due to BPA passthrough. Concurrently, 4.0% RSA surcharge took effect, resulting in a total
impact for customers of 9.8%.
17
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Cost Pressures Driving Up Rates

$Milli
ons
500
450
400
350
300
250
200
150
100
50
0

-50

i
b
I

2025

CUMULATIVE CHANGE FROM 2024

2026 2027 2028 2029

2030

Other Taxes
Skagit Aging
License Capacity Assets
Market
O&M  Wages  Materials __Requlations
Power Climate New
Costs Adaptation Resources
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Clean Energy Transformation — New Regulations

New clean energy policies have altered the utility marketplace for electricity,
materials, and skilled labor.

Washington State Clean Energy
Transformatlon Act (CETA)

7 GHG O
NEUTRAL /‘ QEQ\I /O
INVESTMENT & JOBS 885

INFRASTRUCTURE >
ACT
2025 2030 2045

NO COAL GHG NEUTRAL 100% CLEAN
STANDARD STANDARD STANDARD

|, Actormm gﬂiiﬁfﬁ% _ TR LA

INFLATION
REDUCTION COMMITMENT

o N ————

G”S City of Seattle

19

89



Growing Electricity Demand

Avg Annual Load (@MW)
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CITY LIGHT RETAIL LOAD

STRATEGIC PLAN
HORIZON

2020 2025 2030

2024 Forecast

Forecast from
2022 Strategic Plan

2035 2040

Load is now
expected to rise
faster than
previously
forecast.

New resources,
transmission, and
peaking capacity
will be needed to
meet this future
demand.
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New Power Resources will be Needed

aMW/Peak MW
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Rising Power Prices + Volatility
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City Light’s Cash Reserves are Depleted

RATE STABILIZATION ACCOUNT (RSA) RESERVE BALANCE
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Catching Wages up to Market

LABOR COST INCREASE
from 2022 baseline 0&M cost

20.0% impact: $17M

/

15.0%

«— AWI Wage
Increases

10.0% (Additional)

- AWI Wage
Increases
(Expected)

5.0%

0.0%
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Increasing Prices and Lead Times for Materials

410

Component 2019 2024 Increase 2019 2024
1’ Underground Cable $0.62 $1.47  239% 16-39  26-52+
50" Wood Pole $939 $1598 170% 1-2 4-6
Pole Transformer $1,109 $2,276 205% 16-26 43-60
600A Primary Switch $3,286  $5,337 162% 9-12 18-22

Padmount Transformer = $31,354 $75,329 240% 16-38 43-120

25
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Summary: 2025 Rate Increase Drivers

e

Rate Increase from Last Strategic Plan (A)

Cost Impact (B)
Power Cost Increases
Net Wholesale Revenue Reduction
O&M (Inflation Impacts)
Other (Primarily Taxes)
Capital Recovery
Cost Subtotal

Revenue Impact (C) Higher Load/Retail Sales

Rate Increase in New Strategic Plan (A+B-C)

3.0%

+3.7%
+1.9%
+1.6%
+0.9%
-1.0%
+7.1%

-4.7%

5.4%
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Higher Rate Increases Across the Region

RESIDENTIAL RATE INCREASES & PROPOSALS

Utility 2023 2024 2025 2026 Avg
Seattle City Light 3.4% 5.5% 5.4% 5.4% 4.9%
Tacoma Power 3.9% 3.9% 5.0% 5.0% 4.5%
Puget Sound Energy 8.7% 1.7% 6.9% 9.6% 6.7.%
Snohomish PUD 2.0% 5.8% ? ? 3.9%
Portland General 0.0% 18.0% 7.4% ? 8.5%
Avista - Washington 5.0% 2.0% 13.8% 6.7% 6.9%

27
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Being Good Stewards

Estimated Amount

Highlights of 2023 Cost Savings, Recovery & Leveraged Funding

BPA Refunded Power Costs $30.9M
Waterfront Project Savings $14.0M
Deployment of New Customer Payment Plan Option $3.0M
DOE Port of Seattle Hydrogen Grant Funding $1.3M
DOE Affordable Mobility Platform Grant $1.3M
Transmission Tower Landslide Mitigation Grant $1.0M
Other (e.g., grants, IT inventory management, member & early bird $4.9M

training discounts, etc.)

28
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Supporting Affordability for All

For Income-Eligible* For Anyone
Q“S 60% off all bills Q‘B Option to pay a set
Utility Discount Program IV amount each bill, that

readjusts once a year

\ \ . .
@L\ Credits on past due bills Budget Billing Program

Emergency Bill Assistance

Program Q\‘Ils 60 days to catch up on
%’m,ooo for heating expenses Elii?bcll:?zeblgsmen t Plan
~ Federal LIHEAP pay

W $200 bill credit
Washington Families Clean
Energy Credits NEw:!

* Coming soon: income eligibility limit will rise from 70% of state median to 80% of area median!



What's Next: Rates and Budget Proposal

e Strategic plan informs the budget proposal ASSIGNING COST RECOVERY
TO CUSTOMER CLASSES
and 2025-2026 rates. ‘
* Rate Ordinance transmitted in August. ‘ Residential
Commercial

* Final rate increases for customers/customer
classes will vary from the 5.4% average.

. . . ADJUST ALL FEES & CHARGES (RATES)
* Rate-making entails assigning cost recovery to

customer classes, then adjusting the various fees Q\‘Ils Bill
and charges (i.e., rates) to collect for costs. %
— $
— $

$

* Rate goals are 1. recover the right amount of
revenue, and 2: customers all pay their fair share.

30
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QUESTIONS AND COMMENTS?

“Salmon Spawning” Maynard Jr. Johnny, 2008
31
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Legislation Text
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Office of Sustainability and Environment (OSE) Clean Heat Program Overview
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http://www.legistar.com/

Clean Heat Program Briefing

Jessyn Farrell, Director, OSE
Christine Bunch, Climate and Energy Advisor, OSE
Daniel Murillo, Programs and Contracts Manager, Office of Housing

7/15/24 Office of Sustainability and Environment @B CEty of Seattm



OSE's Core Services

Climate &
Environmental
Justice

! ’ I ’

GHG Emissions

Reductions

* Environmental Transportation  Healthy School Food * Canopy Equity Plan
Justice Fund Electrification e Sustainable * Tree Canopy Cover

* Climate Low Pollution Procurement Assessment
Workforce Neighborhoods * Fresh Bucks « $12M USFS Grant

* Resilience Hubs BEPS * Food Action Plan e Urban Forestry

* Duwamish Valley Clean Heat Program | « Sweetened Commission
Program Municipal Energy Beverage Tax CAB * Trees for Seattle

* Green New Deal Emissions Program

Oversight Board

7/15/24 Office of Sustainability and Environment @D City Of Seatm



Buildings are one of the largest

sources of Seattle’s climate pollution

“2% Waste

37%

Buildings Core
Greenhouse
Gas Emissions

Sources

61%
Transportation

Source: 2020 Seattle Greenhouse Gas Emissions Inventory

7/15/24 Office of Sustainability and Environment
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Background

Clean Heat delivers
on City priorities and
commitments
outlined in Climate
ActionPlan, EO's and
strategies.

e Seattle's Climate Action
Plan: 32% GHG emission
reduction target in
residential by 2030

Phase out oil
heating by 2030

* Emissions reductions:
~ 9% total buildings
sectorand ~18% in the
residential sector

7/15/24 Office of Sustainability and Environment

Create a program
that supports all
households making
the switch: prioritize
low-income

households

¢ In 2017 there were
approx. 18,000 oil
heated homes (1,000 on

UDP)

One of most
impactful programs

e City investments key to
leveraging private, state
and federal match to
scale to an equitable
transition away from
fossil fuels

@D City of Seatty




Why Focus on Heating Oil?

e Most carbon intensive
heating fuel

e Switching to electric heat
pumps reduces energy use
and heating costs by 50% or
more ($800-5$1,000/year)

* Underground storage tanks
leak over time the longer
they stay in the ground.

* Heat pumps also provide air-
conditioning - longer/hotter
summers and wildfire smoke

7/15/24 Office of Sustainability and Environment

OIL HEAT vs CLEAN HEAT

Heat pumps transfer heat from
the air into or out of the house.

Oil furnaces burn heating oil
that is similar to diesel fuel to

heat the home. An electric heat pump is more than

twice as efficient as an oil furnace

Burning heating oil pollutes our air.
and saves about $850 every year.

Heating oil costs are
expensive, and all costs are
usually billed entirely at
once when the tank is filled.

Heat pumps also include air-
conditioning and air-filtration
providing year-round comfort.

- $1,700
per year .,
(OMOQO] ©

Heat pumps run on carbon neutral
electricity from Seattle City Light.

Leaking oil tanks pollute
our soil and ground water, and
can cause expensive clean-up costs.

@D City of Seattmy



No more oil heating by 2030
e Reducing climate pollution
e Preventing underground oil leaks

Y /i ance the equitable adoption of

@ electric heat pumps
e Reduces energy use and heating bills, improves year —round comfort

HEAT PUMP e Provide a pathway for households with lower incomes to be eligible

v for Office of Housing weatherization services
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Clean Heat Program - Advancing Adoption of Heat Pumps

* |nstant rebates to moderate income households

* Implemented by the Office of Sustainability and Environment

* Partner with Gensco — largest HVAC distributor in region and heat
pump manufacturer Mitsubishi

* Partnering with more than 50 local contractors
* Converted more than 1,500 homes since August 2017
* 400rebatesin 2023; goal to convert400+ homes in 2024

households (80% of AMI or lower)

* Implemented by the Office of Housing

* Converted approx. 400 homes at no cost to low-income
households since 2019

* Converted 84 homesin 2023; goal to convert 80+ homes in 2024
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Q“S City of Seattle

Rebates G seattle

* Instant rebates to households (typically moderate DITCH DIRTY OIL
income): $2,000 to the customer ($1,500 City of UP TO $4 000 ot

Seattle, matched by $500 from Gensco/Mitsubishi) J N SAVINGS M.ZTD. D B
g d instant rebates to make your home more comfortable and energy yma e
.. . $2,000 CLEAN HEAT INSTANT REBATE e the switch?
 Homeowners use a participating contractor for +$2,000 FEDERAL TAX CREDIT*
installation listed on www.NoMoreQilHeat.com and ;Qgi%;vfgtyg“,g';"ggg‘g‘g;';ggggg =
contractors issue rebate directly to homeowner. R e L
* Marketing and Outreach: e
* Direct mail letters and postcards e N = T =

Still Heating With 0il? , , -

A S

* Online advertising, keyword search, social media —— W
. . . . Electric Heat Pump Seatle Office of Sussainabilty and £
* Contractor trainings; contractor advertising

. . - ! . - eaner Safer ianer Mode Heatingv Coolln:
e Community meetings/events

Just one unit for

* Regional campaign: “Switch Is On” education A G heating & cooling
campaign to promote electrification and available R o e Heatpuirags doloth

rebates/tax credits. www.SwitchlsOn.com.

Switch to Electric >
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http://www.nomoreoilheat.com/
http://www.switchison.com/

No-Cost Conversions for Income-Qualified
Households

The Office of Housing (OH) program is free to income-qualified residents (80% of
AMI or less). Services include:

* Replacing oil furnace with high-efficiency heat pump
* Oil tank decommissioning
* Home energy audit and other weatherization measures

Customers who qualify for the Utility Discount Program save even more by
converting to a heat pump since their electricity rate is discounted by 60%.
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Reaching Income-Qualified Households

G city of Seattle
|

* Collaborated with SCL and OSE with a letter
campaign to Utility Discount Program

customers.
* Social media campaigns, direct mail, and online
advertising.
* Ongoing in-person engagement at community
event:f,i senior centers, and neighborhood e
council meetings. R 11k o
* Working with Affordable Seattle to develop an L
online application. oy to an electric
] ] U L, heating
* Developing Language Access strategies to Systen:

increase applications from non-English T ! o some o
speaking residents.

—
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How It's Going

Estimated Oil Heated Homes

20000

e On-track to eliminate heating oil by 2030

* 50% reduction in oil heated homes since
2017 — (2,000 City supported)

e Estimated 11,250,000 gallons of avoided 14000
oil consumption (over life of heat pump) 12000

e More than 100,000 MTCOZ2e avoided

e Expanded participating HVAC contractors
from 17 to 50 - primarily small businesses B000

e Seattle’s program model serves as a 6000
statewide model with other jurisdictions
piggybacking on process, partners and
resources (King County, Bellevue,
Shoreline) 0

2016 2018 2020 2022 2024 2026 2028 2030 2032

18000

16000

10000

4000

2000

1200
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2024/2025 Priorities

e Continue to deliverimpact

* OSE: 400 rebates/year
* OH: 80 no-cost conversions/year

 Expand and evolve with grant funding to meet affordability needs

. DeEon S3.2 million awarded from WA State Department of Commerce FUNDED BY WASHINGTON'S
* OSE will increase rebate amount for moderate income households (81- | CLIMATE

150% AMI) from $2,000 to $6,000 providing higher level of affordability. COMMITMENT
Note: State funding contingent on OSE’s baseline incentive investment. ACT—
* OH will expand Clean Heat program to convert approx. 40 gas furnaces

for income-qualified households

* Prepare for widescale expansion with state's IRA-funded Home
Electrification Program to launch Q2 2025 to move homes away
from oil and gas
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Thank you!
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