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Background and History

Generation plan developed in 2008 and 2009 as Austin Energy’s
response to City's 2007 climate protection pfan

Financial stress on AE revenues raised concerns regarding the
generation plan implementation

— Economy, energy markets and other factors
Financial assessment of Austin Energy
April 22, 2010 City Council approved generation plan with a goal
of 35% of annual power supply from renewable sources by 2020
— Plan is flexible and dynamic, and emphasizes affordability as a
fundamental element

— Dependent on City Council's approval of method to measure
the plan’s affordability to customers by December 31, 2010
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2010 Generation Plan Implementation Tasks

* Benchmarking

— Determining current rate competitiveness within Texas for
residential, commercial and industrial customers

— Determining impacts and affordability of generation

~ Program cost comparison with other utilities
* Affordability Forecast

— Develop a templateftool to measure and forecast affordability
» Annual updates with 5 Year Financial Forecast
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2011 Generation Plan Implementation Tasks

* Retail rate design
- Development of master schedule for rate implementation
— Cost of service studies
— Public involvement committee process
— General Fund Transfer policy
« Rate pricing and implementation
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Benchmarking Rates
with Gomparable Utilities

Benchmarking Rates with Gomparable Utilities

I
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Benchmarking tool proposed for annual use

Comparisons of Austin Energy customer costs for
electricity to other Texas utilities and retail electric
providers (REP)

— By customer class (residentiat, commerciai, industrial)
Benchmarking to be updated annually with 5 Year Financial
Forecast
Data prepared independent of Austin Energy by R.W. Beck,
An SAIC Company and R. J. Covington Consulting, LLC
Electricity burden for low income residents prepared by
Austin Energy

Web link to reports
- http:fiwww.austinenergy.com/About%20Us/Newsroom/Reports/index.htrn




Benchmarking - 2009 Revenue/Customer Profile

2009 Averege Kumher of Bills 2008 Revende by Cusioimer Class
by Customnr Class (En millions)
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Benchmarking - Residential Rates

Average Residential Rates in 2008
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Benchmarking - Residential Usage

Average Monthly Residential Electricity Usage, 2008
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Bencnmarklng Ilesulenllal BIII (1,000 kwh)

Average Monthly Electric Bill at 1,000 kWh from 2007 thru July 2010:
Austin Energy Compared to Other Texas Electric Services
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Bqncnn]arlging - nesidentia!ﬁBiIl {1,000 KWh)

Average Monthly Electric Bill at 1000 kWh in 2009

. Community-Cwred Private Sector Companies.
— Utditi

$160 e [ ] Highest I Average [ Lowsst

$140
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Source: RV Beck Residentlal Benchmark Study, 2010

NOTE: Electric rates wil vary for different corsumption vels.
The overage manthly usoge for AUstin Epergy custamen is 976 kWh,

Benchmarking - Residential Bill (1,000 kwn)

$200 Residantial Evectnis Bills - Febhruary 2010 Using 1.000 kWh
DOHighestPrice mLawestPrice
$150
5148 k141
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$200 T Residential Eleciric Bills - June 2010 Using 1.000 kiwh
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35¢
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2010 Electric Bills
Malor Texas Cities

Summer 2010 and Winter
2010 bill comparison.

AE retail rates are
competitive with those in
major Texas cities.

Avarage usage wel vary by iy
Prnces may vary by sesgon and usage
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Benchmarking - Low Income Residential Bill 000 kwm

Austin Energy offers low Income residentlal discounts and first
500 kWh per menth at 3.5 cents ner kWh.

Average Monthiy Electric Bill at 1,000 kWh in 2009 for Low Income Residents
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Benchmarking - Household Income & Electricity Burden

Household Income and Electricity Burden Measures: Austin Compared to the State of Texas
Measure Austin :
Total Households 381,300
Households b Num
Percent of Po:erry [DDOs) PetotTotal
0-50 % 214 5.5%
51-100 % 253 6.6%
101-150 9% 27.7 7.3%
151-200%% 848 7.6%
201-250% 2956 7.8%
251-400% 80.2 21.09
401-500% 40.0 10.5%
> 500% 128.7 33.8%
Median Monthly Househeld income $4.581
Median Monthly Electric Bill 5335
L_Electricity Burden (%) rA ]
Source; RW Beck Residential Benchirark Study, 2010 NOTE: Electric rates wil vory for different consumption levels.
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Benchmarking - Electricity Burden by U.S. Poverty Level

Electricity Burden by Percent of Federal Poverty Threshold
€>500% M401-500% VZ51400%  201-250%  4151-200%  ®)01-150%  YS)100%  ROS0%

Austin h ' i | Bectricity Burden
% of Monthly

| | Househeld mcomo
San Antonlo
«Austin 2.12%
Houston i <Texas 3.79%
Merdian Monthly
Bl Paso Electric Bill

-fAustin $125
Dattas «Taxaz $160

el ||

[ 10% w0 30% % 500 0% Tom 0% |

Etectricity Burden 1
Sowrce: 1L5. Census Bureay, American Community Survey, 2006-2008 |
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Benchmarking - Commercial Rates

Average Commercial Rates in 2008

: 85 ! !
; 2.50 : : '
Austin Energy {Austin) j*s-gls :
NBU {New Braunfels) IE— 9.07 ‘ '
Suez Energy (REP) —|9 83

Green Mountain {REFP) — 9.92
Entergy Texas {Bsaumont) _ 994 |
SanMarcos * 10.36 .

Pedernales EC .Il— 10.74 i

Texas Average ‘I_ 10.76 ,

Strategic Energy (REFP) _ 10.80 |
Bluebonnet EC m‘ 11,74 '

Direct Energy (REP) NN 1 2.7 1 ,

BPUB (Brownsvilla) {— 13.54 }

TXU Energy (REP) jﬂ| 14.82 ‘

Reliant Enargy (REP) _ 15.55

:
CP3 Energy (San Antonia} ]
Constellation (REP) I

0.00 5.00 10.00 15.00 20,00 25.00
Source: Form EIA-861 for 2008 Cents/kilowatt-hour (KWh}

| 0.5. Energy Intormation Adminlstration (EIA) Form EIR-861 Annual Electrie Power Industry Report | @
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i@ | U.S.Energy Intormation Administration (EERI Form EVR-861Annua) Electric Fower Industry Report | @

Average Industrial Rates in 2008

! §

,
Austin Energy {Austin) — 7 . 1 6.33

CPS Enorgy {San Antonio) I 30
i

Entel

1 | |
NBU {(Now Braunfels) “ 7.02

Sempra Energy (REP) — 7.76
rgy Taxas(Esaumom) : 817
Tanaska Powar {(REP) : . : 8.48
Pedernales EC _i 8.53
San Marcos w 8,67

! J |
Texas Average E i [ 1 8.62
Rlusbonnet EC %‘ 8.99
BPUB (Brownsville} | 8.24

|
Suaz Energy {REP) _ 9.82

Ruliant Energy (REP} — $.84
TXUEneigy (REP} — 10.29

0.00 2,00 4,90 6.00 8.00 10.00 12.00
Source: Form EtA-861 for 2008

Cents/kilowatt-hous (kWh}

1

Benchmarking - AE Historic Bills vs. Inflation
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Percentage Change In AE Residential Bill vs. Consumer Price Index
60%
D—Chnngm‘n AF Rasidantial Bill
Since 1894 50.6%
5Q% 4+ =®-Hypothatical2% Annual Increase ——_
in AE Retidential Bil Since 1994
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0% T T y T
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-10%

AE bHlis historically lower than Inflaticn and 2% hypathetical anaval Increase.
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* Benchmarking tool proposed for annual use

* Comparisons of Austin Energy customer costs
for electricity to other Texas utilities and retail
electric providers (REP)
— By customer class (residential, commercial, industrial)

* Benchmarking to be updated annually and
reported to City Council with 5 Year Financial
Forecast each Spring

* Recommend future benchmarking reports be
prepared by AE staff using the most current
information available
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implementing an Affordable Generation Plan

Generation plan
» AE’s response to City’s 2007 climate protection plan
= April 22, 2010 approved by City Council

* Goal - 35% of annual power supply from renewable energy
by 2020

* Plan is flexible and dynamic, and emphasizes affordability
as a fundamental element

* Dependent on City Council’s approval of method to
measure the plan’s affordability to customers by
December 31, 2010

Affordability Forecast
+ A tool to measure Generation Plan’s affordabllity
* Present for Council adoption in December 2010

+ Update annually and reported to City Councii with 5 Year
Financial Forecast each Spring @ i
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Austin Energy Power Supply Pertfolio

Raweplate| 2008
Astin Inergy Yeat Rating | Capadly
Plarg - Servke i nstalled Fuel iy | Fagor
Uit N, 197% ceal 28501 BTN
kel T 1840 B Ceal 5T HIN
South 1axas Project Bectric|Unit No. T 1988 (UERW) | reclear 00| 1w
Geretating Stallor.  {umihg. 2 19%8 Mucisar 2000] 102.3%
Unis Na. 1 1970 Gas/oit 3210; H3m
Decker Pasiertation 10 o7 1977 T;:;’:;:I' a0l 050} 173N
Sard HEEpergy Cemer  [Combloed Cycle 2004 Gay 0L 3N
sondd W Energy Certer Gas Turbines 001 Peaking Gas 1B30| 103%
Gas Turbines 2010 1470 WY Gas 00| -
Decker Power Stathon | Gas Turhines 1338 Gas JOIl 2000 as%
Combined Heat & Power [MEC {rP {Dall Chndren's Hospital) 2006 Gas 4.5] 90%
Capslly 2472,
Ramegate| 2006 [Conteat
Year Rating | Capadiy| Term |Contract End
Power supgly Power Suxpy Source nstdled Fued (et | ractor | {vearq Dale
Purchawd Power LOKA Terat Wind Contract 1995 wird i0of 135w | 25 3/29/2020|
Purchased power FPLEORR /L Ton wind 1 LB, 19991001 wind 47 239% | w0 34201
Purchased fowes RES Horth Amarica Sweshwater Wind 2003 " wind 1280} 3704 12 2017}
Furchawed Power whirlwind Energy tiC 207 icas w2 5000 3BEN 0| 127312027
Purcosed Powes HackbaryWind |LC 1008 Wi 1655] 209n | 18 | s3/a/0023
Purchasad Power  [Gag Recovery bystem, WL 1934 2003 Landfill Gas 0 737 | 2 2019
Pustthased Power Ecozas inc & Ened gy Dbvelgpevan 5, e | 3002.2003 Landfill Gas TE Sad% 10 93072012,
ferrtwable Capadty 4511
[ Total Capacty 231 3]

@3 | Tiverse, competltive and sufficlent sugpty to maet service area demand. | @
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Generation Resource PIan o mesavans -

Coal & Renewable
Year Nuclear Gas Biomass Wind Solar Total Portfollo
2009 1,029 1,444 12 438 1 2,925 10%
2010 100 30 130 10%
201 (77 / 200 123 15%
2012 100 100 17%
2013 150 150 25%
2014 30 30 25%
2015 200 100 300 28%
2016 50 20 70 30%
2017 (128)" /200 30 104 33%
2018 20 20 32%
2019 30 30 32%
2020 15 40 155 35%
TOTAL 1,029 1,744 162 1,001 201 4,137

* Wingd contracts expire.

3

Generation Resources & 2010 Load Forecast

(net of Energy Efficlency Goals)

1.500

1000

DEPENDABLE GENERATING CAPACITY AT PEAK

2500
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—=Bioma3ss
S Muciear

— 5olar (50%|
E—Nat. Gas

= 2010 feak Load Forecast

D Wing (8.7%)
=== Goal

— AU Pk Load

Diverse, competitive and sufficlent sapply to meet service area demand.

|

(5]




-2

Renewahle Additions 2020 (GWhsS]
39% Total Energy

6.000 - M Solar Net Metering

| Biomacs
5.000 -] @Soclar Own
aSolar PPA
aWind Own
TawingPra

2010 201 2012

213 2014 2015

2018 2007

2018

2018 2020

PPA = Purchase Powsr Agreemaent

@@

Austin Energy Renewahle Portfolio Cost

Actual
Renewable 2005 2006 2007 2008 2009
Wind Mwh 515,247 639,235 584,347 835,175 1,253,161
Energy Cost [ 5 12,853,154 [ $ 17,536,695 | $ 16,116,203 ; $ 27,234,811 | $ 50,412,115
Longestion cost| 5 (2,549,355)) § (1,817,626} $ (1,121,013} § 16,215,560 | § 3,754,624
AVE. cantskWh 0.028 0027 0.028 0,033 0.040
Splar Mwh
Energy Cost | & - 5 - 5 . % - 4 -
Avg. cents/kWih - - - - -
Biomass Mwh 91,586 66,136 66,309 65,752 53,691
Energy Cost | 5 2,283,068 (% 1,781,334 | $ 1628588 {5 1,601,333 S 1,090,444
Avg, centsfkWh 0.025 0.027 0.025 0924 0,020
Total Mwh 506,833 705,351 650,656 900,927 1,306,852
Energy Cost | $ 15,135,222 [ § 19,318,029 | 5 17,744,791 | & 28,836,154 | 5 51,502,559
Avg. cenis /Wb 0.025 0.027 0.027 $.032 D.039 |
Notes:

1} Bicmass includes Landfiil and Woodwaste resources
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Austin Energy Renewable Resource Cost

Projected
Rengwable 2011 2012 2013 2014 2015

Wind Mwh 1,857,436 1,726,602 2,390,749 2,438,724 2,785,401
EnergyCost |5 71561808 | § 68304207 | $ 93063083 | $ 8LB2,75% | $ 94415572

Congestion cost
Avg. cents/kWh 0.039 0.040 0.039 0.034 0.034
Solar Mwh 70,520 70,659 70,520 138.766 138,765
EnergyCost |$ 11600612 |5 11623432 |5 11600612 )% 22213484 )6 22213484
Avg. cents/k'Wh 0.165 0.165 0.165 0.160 0.150
Biomass Mwh 87,861 550,343 876,252 B76.262 876,262
EnergyCost | S 3,422,233 | S 45231841 (% 76319189 |$ 77933917 | 79605325
Avg. cents/kWh 0.038 0.082 0.087 0.089 0.091
Total Mwh 2,015,318 2,347,604 3,337,531 3,453,752 3,800,432
Energy Cost | 5 B6,584,653 | 5 125155480 [ % 180,982,884 [ § 181,968,157 | § 196,234,381
Avg. cents/kWh oo 0053 0.054 0.053 0.052

Notes:

1} Biomass inctudes Landfill and Woodwasta resources

2} Peojection includes resources under contract and new resources reflected in April 2010 Resource Plan
3) Future Transmission Congestion Costs are not krown ar projected

a3
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All-in Cost Estimates for New Generation

Generation Technology Levelized Cost Cents per kWh

Nuclear 9-10

Ceal 65-9

Coal with CCS 10 - 14
Natural 6as (6T) 15 - 18
Natural &as (CC) 6- 11
Wind 5.7
Solar 12 - 17

Notes:

1) “All-in* includes costs to construct, finance and operate (including fuel tevelized over o long term period
2) Cost estimates are based on public data, consuttant date and internal AE forecasts

3) Natural Gas GT - Gas Turbine Pecker - Natural Gas Morket Prices $5 to $11 per MMBtu

4) Notural Gas CC - Combined Cycle - Naturel Gas Market Prices $5 to $11 per MMBty

5) Renewable resources reflect Production / Investment Tax Credits

6) Solar costs assume utility scale cent raf solar installations

7) €CS is carbon capture and sequestration

8) Delivery costs related to transmission congestion are not included
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AE Generation vs. G0,

HH AE Generationvs. €O,

At €O, in MT

16.000.000

14,009.20%

12,000,000

10,000,060

8,000,000

4,000,000

4,000,000

2,000,000

e 011 2012 2013 2014 2015 Wik

4,200,000

4,000,000

5,306 000

5,600, 008

8,400,000

9,200,000

5,000,000

4,200,000

4,600,000

+ 4,400,000

207 2018 2010 2020
ECoal B Gas CC C6as Steam
. Gas 6T B Purchase Power E Nuclear
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National Trends to Watch

» Federal Legislation regulating CO, and a Renewable
Portfolio Standard are not likely in the next Congress

« Greenhouse gas (GHG) is regulated by U.S. Environmental
Pratection Agency (EPA)} under the Clean Air Act

Growth in renewable investments has continued during the

economic downturn, however, regulatory bodies are
beginning to challenge the cost of renewable energy for

rate payers

Natural gas is at record low prices on the spot market due

to reduced demand and new discoveries of shale gas




Forecasting the Generation Plan’s Affordability

* Tool to be updated annually and reported to City
Council with 5 Year Financial Forecast each
Spring along with rate benchmarking

+ Early years of forecast are more firm data with
latter years more dependent upon assumptions
that will likely change

+ Emphasis is on predictability and low volatility

* Revenue requirements driven by forecast
assumptions
— Inflation in forecast

— Renewed emphasis on cost reduction strategies for
utility operations and capital spending plans.

— Rate review will reset revenue requirements

o,

%
|

T
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Generation Plan Implementation
Arforiability Template

Forecast Revenue Requi}ements trirrivien'by asst};_nptionma“ nziﬁ;i;n;ﬁ;but I;a;é i '
. not assumed cost teduction strategies.
Reach 35% Renewable Goal by 2020 = 35% Revenue increase

=201 =—e—2015 —4=2020

o S50 °

g $1.406

E  sieso .

g 34,275

0] $17708

& 5 e . " . o L

£= 201 2015 2020

§ E §750 L forecod [5in Mllbemm | 4 O Farrrad (I <

Ee P— —

E 8500 wOtherOparating | . E:rommn. :

It} ceut .

E = Dot Sarvica Dwron Servigs

"?' sz W GenersiFund

= Geners Fund Tieraler
Tramifar  Caehhurded
5 » Cash fundad Caprtal Propains

Caplin Projects

r Ratéi‘m:reésé:é;pled vs;:wth cosf ré&uctioﬁsafl be requ-ired to El;se the gap and improve the ’
smn, . plan’s atfordability. Costreductions alone will not be sufficient. Have not formalized renewable
i strategy (mix of owned & purchased power) which changes debt service. @




v

Benefits of Implementing Generation Plan for
consumers and the Utility

Generation Plan Goals - lower CO, emissions,
increase renewable energy & energy efficiency
» Rate design will incentivize energy efficiency
» Consumer benefits
— Energy efficiency improvements lower usage & bills
— Cleaner environment
= Utility benefits
~ Lower long-term CO, emissions costs

-~ Increased energy efficiency reduces utility load and
revenue, but delays costly additions of power supply

— Affordable and competitive rates/bills maintained with
careful timing of renewable additions

— Position utility for the long-term

Summary

* Benchmarking

— Austin Energy’s rates are competitive in Texas for
residential, commercial and industrial customers

» Affordabitity Forecast
— Generation plan goal - 35% of annual power supply from
renewable energy by 2020
- Tool to forecast affordability of generation plan
Annual updates with 5 Year Financial Forecast
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Council Communication Timeline

¢ January 2011

— Report to Council on rate design progress and Public
Involvement Committee

— Master schedule for rate review
April 2011
— Update Council in a work session on benchmarking,
generation plan financial forecast and AE general
financial performance and 5 year financial forecast
July 2011
— Report to Council on rate design progress
+« Qctober 2011

— Council work session on operaticnal performance and
other strategic issues
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