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History of the Balanced
Scorecard Performance
Appraisal System

» Developed by outside consultant -
1998 through 2000

* Presented during Board workshop -
November 1999

* Implemented - January 2000




Elements of the Balanced
Scorecard System

Base Compensation

Performance Appraisal

Bonus Compensation

GAINS Program

Objective of the Balanced
Scorecard System

Link compensation to individual and
corporate performance

 Individual performance via
performance appraisal — potential
bonus and/or salary increase

e Corporate performance — GAINS
program




Design of the
Balanced Scorecard

CEO
Goals

Division

Goals

Individual

Goals

Components of the
Balanced Scorecard

Learning & Growth

To ensure employees
have the skills necessary
to achieve Association
success

Process

To improve internal &
external processes to
increase efficiencies

Financial

What financial objectives
must Chugach achieve to
be financially healthy

Customer

To meet our customer
needs of reliability, cost
and service




A Balanced Scorecard

Gains Program Goal

Scorecard is basis for GAINS Program

Recognizes outstanding corporate
performance and achievement based
on:

e Division balanced scorecard results

e Margin target achievement




Gains Program
Achievement Criteria

* Targeted margins are established
with respect to budgeted margins

* Must exceed target to have a
program

* Not a guaranteed program

Gains Program
Achievement Criteria

(continued)

e Bottom line financial achievement is
the benchmark

* No adjustments to financial
achievement for factors such as the
iImpact of weather conditions (severe
storm)
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Target Examples

Installation of New Services

Target: 5 business days Actual:  2.84 days
< $500 per service $316 per service

Offset Labor costs by 3% through non-member revenues
Target: $600,000 Actual:  $760,862

Microwave revenue

Altec Alliance

Joint pole/trench fees
Encroachment review charges

Limit Dollar Value of Change Orders to Contracts
Target: <6% Actual:  2.50%
Innovative Solution
Rebuild Pt. Woronzoff Reactor Savings: $250,000
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Target Examples

New Business Process
Predictive Maintenance Program Savings: $1.7 million

Cumulative avoided cost savings (5 years)
with $.5 million implementation cost

Customer Service Improvement
Improve Worst Performing Distribution Curcuits

Before: SAIFI of 8.9 After: SAIFI of 6.8

System Average Interruption Frequency Index (SAIFI) represents the number of
sustained interruptions per customer

Ensure Member Satisfaction with Time Service Restoration

Target: >90% of members Actual:  84.5% based on
surveyed grade B or 2004 survey
better
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Gains Program Example

2004 GAINS PROGRAM EXAMPLE

GROSS MARGINS $8,196,000
GAINS TARGET $6,500,000
EXCESS MARGINS OVER TARGET $1,696,086
35% OF EXCESS MARGINS OVER TARGET $593,630
TOTAL SHARES 1375
VALUE PER SHARE $431.73
T&D SERVICES SCORECARD RESULTS 85%

SALARY BUSINESS INDIVIDUAL PRICE  ELIGIBLE BUSINESS TOTAL
GRADE UNIT BALANCED PER GAINS UNIT GAINS
SCORECARD UNIT AMOUNT PERCENTAGE

12 T&D MEETS $431.73  $4,317.30 85% $3,669.71
NETWORK EXPECTATIONS
SERVICES
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Questions?




