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Cascading Planning Cycle

= District vision & mission
» Board guiding principles
= District strategy map
= District indicators
= Group operating plans
» Department action plans
= Annual budget

» Annual employee performance
plans

® >
Levels of Organization




Vision and Mission

Vision:
To be a highly regarded public utility, highly valued and trusted to:

*Focus on the customer
*Protect and enhance resources
Maintain local control

*Bring innovation to reality

*Be a great place to work!

Mission:

To safely provide utility services that enhance the economy and
guality of life in Chelan County




Board Guiding Principles

We can best serve our customers by providing multiple utility
services

We should implement annual financial plans to achieve a
combined positive bottom line

We should manage rates to cover operating costs as
measured by an acceptable operating ratio

A surcharge is an appropriate way to manage risk and
volatility if necessary

Utility Services cash reserves should be available to fund the
capital needs of any District utility service

Cost control and efficiencies should be a component of
annual financial plans
Debt should be managed within established parameters @

www.chelanpud.org



Board Governing Financial Policies

Provide integrated utility services

Target a positive Change in Net Assets (bottom line)
by 2011

e Maintain a minimum utility services cash and
iInvestment reserve level of $130 million

o Target an overall operating ratio of 80%-100% by
2011

« Limit the potential surcharge to 14% under unusual
circumstances (10% probability of this outcome or
worse in any year)




Provide value by optimizing our assets through o4
operational excellence POWER

Provide Value in Rates
and Services
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Our Values: Service, Respect, Innovation, Honesty, Integrity, Teamwork and Operational Excellence



District Indicators

Stakeholder Objective

Name Actual Target | Variance [Variancel Time
L % Period
e [Fully-Loaded cost 79 ¢ ewy > ELos2¢rkwy 6.269 Aug-09
@ Network Services Take Rate 31.10% 30.80% 0.30% 1.00% Aug-09
e Hydro Forced Outage 0.001 0.01 -0.009 90.00% Aug-09
e Reliability - Distribution (ASAI) 99.98 99.97 0.01f 0.01% Aug-09
® Customer Outage Hours 4,672 11,395 -6,722 59% Aug-09



http://cognos2/cognos8/cgi-bin/cognosisapi.dll?b_action=mms.session&path=/controller&ui.object=storeID("i34F88CB9BFDD49E1A2623E6C7DA63644")&pps_tracking=-1;G24d8hqGq428jhhdCqq82qGj4qw9llvv9Gdhwd8C;1;-1;complete;&pid=scorecard_metrics&visibleiframe=0&grouped=y&dgmSel=1&rwc=50&encoding=UTF-8&path=/controller&b_action=mms.session&id=444&printMode=0&_alpFrom_pid=contentFrame_main&pps_tracking=-1;G24d8hqGq428jhhdCqq82qGj4qw9llvv9Gdhwd8C;1;-1;complete;&time_period_sid=1003&recentdata=true&ui.object=storeID("i34F88CB9BFDD49E1A2623E6C7DA63644")&startpage=scorecard_diagrams&sid=444&grpby=2719&keg=N
http://cognos2/cognos8/cgi-bin/cognosisapi.dll?b_action=mms.session&path=/controller&ui.object=storeID("i34F88CB9BFDD49E1A2623E6C7DA63644")&pps_tracking=-1;G24d8hqGq428jhhdCqq82qGj4qw9llvv9Gdhwd8C;1;-1;complete;&pid=scorecard_metrics&visibleiframe=0&grouped=y&dgmSel=1&rwc=50&encoding=UTF-8&path=/controller&b_action=mms.session&id=444&printMode=0&_alpFrom_pid=contentFrame_main&pps_tracking=-1;G24d8hqGq428jhhdCqq82qGj4qw9llvv9Gdhwd8C;1;-1;complete;&time_period_sid=1003&recentdata=true&ui.object=storeID("i34F88CB9BFDD49E1A2623E6C7DA63644")&startpage=scorecard_diagrams&sid=444&grpby=2719&keg=N
http://cognos2/cognos8/cgi-bin/cognosisapi.dll?b_action=mms.session&path=/controller&ui.object=storeID("i34F88CB9BFDD49E1A2623E6C7DA63644")&pps_tracking=-1;G24d8hqGq428jhhdCqq82qGj4qw9llvv9Gdhwd8C;1;-1;complete;&pid=scorecard_metrics&visibleiframe=0&grouped=y&dgmSel=1&rwc=50&encoding=UTF-8&path=/controller&b_action=mms.session&id=444&printMode=0&_alpFrom_pid=contentFrame_main&pps_tracking=-1;G24d8hqGq428jhhdCqq82qGj4qw9llvv9Gdhwd8C;1;-1;complete;&time_period_sid=1003&recentdata=true&ui.object=storeID("i34F88CB9BFDD49E1A2623E6C7DA63644")&startpage=scorecard_diagrams&sid=444&grpby=2719&keg=N
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Group, Department and Employee Plans
(Examples)

Group operating plan:
e Maintain utility system reliability at 99.97 (ASAI)

Department action plan:

 Complete maintenance project on XYZ line since it has
the highest outage duration per customer

Employee performance plan:

 Complete XYZ line maintenance project on time and
within budget




Cascading (example)

= District vision & mission
» Board guiding principles
= District strategy map --Provide value in rates & service
= District indicators --system reliability
. Group Operating plans =-Maintain Utility system

reliability
= Department action plans --etectic system

CAIDI of 126 min/cust.

* ANn ual budget—-Mtnce project on XYZ line with highest

outage duration per customer

» Annual employee performance

plan --Complete XYZ mtnce project on schedule
and within budget

® - - >
Levels of Organization




Board Governing Financial Policies

Lessons learned in 20009:
e Surcharge alone is not an adequate mitigation tool

« Appetite for risk must balance with willingness to utilize
mitigation tools

Concurrent efforts:
e 2010 budget process
« Expanded strategic planning efforts
o Gather customer input to inform decisions
o Develop scenarios for Board
0 Review and revise strategies as appropriate




2010 Strategic Focus

Hydro modernization
0 Rock Island and Lake Chelan

Hatchery improvements
Electric system reliability

Governance, Risk and Compliance
o NERC & WECC requirements
o Conservation programs |-937
o Energy portfolio management
o Debt management
0 Habitat conservation plan obligations




Early External Indicators

 Weak economy continues

» Electricity prices still depressed, but with some
Improvement

 Financial market uncertainties remain
> Interest rates on investments remain low

« Early winter weather predictions
» If the El Nino conditions strengthen, it may lead to a
warmer and drier winter




Key Budget Assumptions

Net wholesale revenue at 50% probability level (expected outcome)
» Stream flow uncertainty derived from 80 years of historical data
» Price uncertainty derived from current wholesale forward price curve and
historical variability
» Rocky Reach spring fish spill potential of 0% - 24%, modeled 24%
» Rocky Reach summer fish spill consistent with 2009
» Rock Island spring and summer fish spill consistent with 2009

Electric surcharge in place until 4/30/10 (9%)
Electric rate design changes (tiered rates, etc.) effective 5/1/10 (2.5% avg.)

Further surcharge and rate increase potential is still to be determined

System load growth:
» 0.7% Electric
> 2.0% Water,
» 2.0% Wastewater

» 300 drops and 1,200 connections for Networks
General Inflation of 3%

Cost control — remain in preservation mode



Cost Control — Preservation Mode

Keep a close eye on spending - if you can get by without it, do so
If you can’t go without, try delaying until later

Make decisions based on value to the District and our customers
Continue to look for ways to streamline processes

Continue to look for lower-value tasks we can stop doing

Decisions are based on financial considerations and impacts to the
District as a whole and are not a reflection of individual or
department performance

Support each other, recognizing everyone is being asked to do
more




Preservation Mode Examples

Maintain what we have — no additions or enhancements

Meet compliance, regulatory and safety requirements at required levels
(steps that exceed requirements should be re-evaluated)

Retain projects where risk of deferral is greater than cost savings
Review project scope for less expensive but acceptable alternatives
Provide for certification and core technical skill training only

Delay vehicle replacements when possible

If a consultant is needed to supplement internal resources, consider
minimum use during the stressed economic situation

Staff additions - no new positions (realizing exceptions may be required
and must be approved the general manager)




Major Capital Projects

Description P,;esmgfgy
Rock Island modernization $20M
Lake Chelan modernization oM
Electric system upgrades, improvements, replacements ™M
Fiber optic build-out 5M
Transmission line replacements/improvements AM
Water reservoirs and water main replacements 3M
Rocky Reach equipment replacements/improvements 3M
Hatchery modifications 2M
Software upgrades (Portfolio Modeling, GRC, Debt Mgmt, etc.)




Major O&M Activities

Description P,;esmgfgy
Hydro generation operations and maintenance $30M
Electric distribution operations and maintenance 18M
Hatchery operations, maintenance and studies 12M
Fish studies 5M
Parks operations and repairs 4M
Natural resources compliance 4M
Networks operations and maintenance 3M
Energy planning and trading 3M
Water and Wastewater operations and maintenance 2M




2010 Debt Planning

 No new bond issues are anticipated for 2010

 The debt portfolio and market conditions will
continue to be monitored for refinancing and

savings opportunities




2010 Preliminary Budget Forecast

(potential range of outcomes)

High

Middle

Low

Net

Wh%s ale

Revenue

> $69M

> $50M

> $34M

Utility Services

Change Net
Assets Before

CIAC

$10M

($8M) — ($10M)

($27M)

21



Net Wholesale Revenue — Early Forecast
(in millions)
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Price (S/MWH)

$55.00
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Calendar Flat Mid-C Prices for 2009

2009 Budget development
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/‘
2010 Budget development Sept 09
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\
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/

2009 now: $27 million
net wholesale revenue
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Utility Services Change in Net Assets
(before contributions in aid of construction)

(in millions)
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Summary

Budget and strategic planning efforts are on a
parallel path

Focused on keeping the PUD strong and reliable

Further surcharge and rate increase potential is still
to be determined as we monitor water conditions,
wholesale prices and operating expenses

Financial results stressed for the next few years

Continue to focus on internal efficiencies and cost
containment




Next steps

*Discuss Board operating budget — October 8
*Board overview of salaries & benefits — October 12
First budget hearing - October 26th

*Board budget discussions as needed - November
«Second budget hearing — November 30
*Requesting Board approval — December 7




Budget 2010 fa

Challenge is balancing goals and budgets in this
difficult economic environment
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