MAY 22, 2023 BOARD MEETING - AGENDA & NOTICE

CPS ENERGY BOARD OF TRUSTEES MEETING
TO BE HELD ON MAY 22, 2023 AT 1:00 PM
LOCATION: CPS ENERGY BOARD ROOM (500 MCCULLOUGH AVE)

Cps$y

At any time during the Board Meeting, the Board may go into an executive session as permitted by
the Texas Open Meetings Act, (Chapter 551 of the Texas Government Code) regarding any item on
this agenda.

AGENDA
PRESENTER/
ITEM TOPIC ACTION SPONSOR
1 CALL TO ORDER Execute Ms. Janie
Gonzalez
Ms. Maria
2 SAFETY MESSAGE, INVOCATION & PLEDGE OF ALLEGIANCE | Execute Stanton
PUBLIC COMMENT
3 Pre-Registration is from Wednesday, May 17, 2023 5:00 PM Discués Ms. Janie
— Friday, May 19, 2023 1:00 PM. Dial (210) 353-4662 or Gonzalez
email PublicCommentRegistration@CPSEnergy.com
UPDATE ON CHAIR’S PRIORITIES
4 CHAIR’S REMARKS Discuss Ms, Jgnie
Gonzalez
RATE ADVISORY COMMITTEE (RAC) MEMBER )
5 | RECOGNITION & INTRODUCTION Discuss |  Df-francine
(Ms. Ann Kinnard) | RBIIET
CONVENE TO EXECUTIVE SESSION
EXECUTIVE SESSION:
A. Real Property Acquisition (Section 551.072) &
Consultation concerning Attorney-Client Matters
(Section 551.071)
B. Consultation concerning Attorney-Client Matters
(Section 551.071) _ _
6 C. Consultation concerning Competitive Matters (Section Disetss Ms. Janie
551.086) & Attorney-Client Matters (Section 551.071) Gonzalgz
D. Consultation concerning Attorney-Client Matters
(Section 551.071)
E. Consultation concerning Security Personnel or Devices
(Section 551.076)
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MAY 22, 2023 BOARD MEETING - AGENDA & NOTICE

RECONVENE TO OPEN SESSION

CONSENT AGENDA

APPROVAL OF CONSENT ITEMS:
A. Minutes of the Regular Board meeting held on
02/27/2023
B. Minutes of the Regular Board meeting held on
04/03/2023
- Payment to the City of San Antonio for April 2023
. Audit & Finance (A&F) Committee Charter Update
Resolution approving the acquisition of the necessary Vote Ms. Janie
property rights through negotiations or the process of Gonzalez
eminent domain
F. Procurements Items:
1. Professional Services: Substation and Transmission
Related Civil Engineering Services
(Mr. Richard Medina)
2. Commodity & Material Goods: Wooden Poles
(Mr. Richard Medina)

o0

m

REGULAR AGENDA

COMMITTEE REPORTS:
A.Operations Oversight Committee (OOC) meeting held on
4/10/2023 (Dr. Francine Romero)

8 B. Audit & Finance Committee meeting held on 4/19/2023 Discuss WS, e
Gonzalez
(Ms. Janie Gonzalez)
C. Employee Benefits Oversight Committee meeting held
on 4/19/2023 (Ms. Janie Gonzalez)
9 | SUMMER 2023 PREPAREDNESS Discuss =XetUtie
- Leadership Team
Ms. Maria
; Stanton
10 SUPPLY CHAIN IMPACTS TO DEVELOPMENT Discuss &
Ms. Karma
Nilsson
' . Mr. Cory
11 J.P. MORGAN INVESTOR FORUM HIGHLIGHTS Discuss ;
: . Kuchinsky
12 CEO RECOGNITION Discuss Mr. Rudy Garza
. Ms. Shanna
13 REVIEW OF ACTION ITEMS Discuss )
_ Ramirez
Ms. Janie
14 ADJOURNMENT Execute

Gonzalez
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MAY 22, 2023 BOARD MEETING - AGENDA & NOTICE

If the Board meeting has not adjourned by 3:40 PM, the presiding officer may entertain a motion to
continue the meeting, postpone the remaining items to the next Board meeting date, or recess and
reconvene the meeting at a specified date and time.
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CPS ENERGY BOARD OF TRUSTEES
NOTICE OF REGULAR MEETING

Notice is hereby given that the CPS Energy Board of Trustees will hold its Regular Monthly Meeting on Monday,
May 22, 2023 at 1:00 p.m. in the Board Room located on the First Floor of the CPS Energy headquarters located at
500 McCullough, San Antonio, Texas. The Regular Board meeting will also be live-streamed.

The subject of this meeting is to act upon all matters pertaining to the current management and operation of the
municipal electric and gas systems, including the acquisition of real property and interest therein by purchase and
condemnation, the facilities, financing, the handling and administration of funds and accounts, consideration of matters
relating to operations and administration and such other matters as may be brought before the meeting by the Trustees
of the Board, and specifically those matters referred to in the attached agenda, which is incorporated herein.

The meeting will be streamed on cpsenergy.com.

Those wishing to speak on an agenda item during the Public Comment portion of the meeting must register between
Wednesday, May 17, 2023 at 5:00 p.m. and Friday, May 19, 2023 at 1:00 p.m. CT. Registration may be made by email
at publiccommentregistration@cpsenergy.com or by phone at (210) 353-4662. Those registering to speak should
be prepared to provide the following information:

e First & last name e Agenda item # listed on the Agenda (any
e City & state of residence item other than #1, 2 or 3) about which they
o  Phone number are speaking
e Email address e Any required translation services
e Group for which the individual is speaking, if
applicable

Commenters will be called to speak in the order that each registers.

Written comments may be sent to publiccommentregistration@cpsenergy.com and will be shared with the Board
prior to the start of the meeting.

The agenda packet is attached and can be found with other related informational material at;

https://www.cpsenergy.com/en/about-us/who-we-are/trustees/board-meetings.html

A recording of the meeting will be available to the public in accordance with the Open Meetings Act upon written
request.

At any time during the Board Meeting, and pursuant to the provisions of Chapter 551 of the Texas Government Code, the Board
may meet in executive session for consultation conceming attorney-client matters under Section 551.071; for deliberations and
other authorized action on real property under Section 551.072; on prospective gifts or donations under Section 551.073; on
personnel under Section 551,074, on security personnel or devices under Section 551.076; on economic development negotiations
under Section 551.087; fo deliberate, vote, or take final action on competitive matters under Section 551.086; to deliberate
regarding security audits and devices under Section 551.089; or to deliberate under Texas Government Code Section 418.183(1)
about confidential information under the Texas Homeland Security Act.

A

Shanna M. Ramirez
Secretary of the Board
May 17, 2023
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RATE ADVISORY COMMITTEE (RAC)
MEMBER RECOGNITION &
INTRODUCTION

PRESENTED BY:

Ann Kinnard
Director, Customer Experience

May 22, 2023
Informational Update ‘




MAY 22, 2023 BOARD MEETING - UPDATE ON CHAIR'S PRIORITIES

- RECOGNIZE DR. OLUFEMI OSIDELE

« INTRODUCE MIRIAM JUCKETT

Thank Dr. Femi for his service on the RAC and welcome

his replacement.




MAY 22, 2023 BOARD MEETING - UPDATE ON CHAIR'S PRIORITIES

THANK YOU

)

CPS$Y

« Co-Chair Steering Committee - City of
San Antonio’s Climate Action &
Adaptation Plan 2018 - 2019

4 -+ Member & Workgroup Lead, EPA
National Advisory Council for

Environmental Policy Technology
2010 - 2017

« Member, RAC, from inception -
January 2023

Dr. Olufemi Osidele .




WELCOME

Miriam Juckett

MAY 22, 2023 BOARD MEETING - UPDATE ON CHAIR'S PRIORITIES

CPSe?

Member - City of San Antonio’s Climate
Action & Adaptation Plan Technical &
Advisory Committee

Regular volunteer for Science,
Technology, Engineering, and
Mathematics (STEM) events

20 years of professional experience in
environmental science and public
outreach for energy projects

Employed with Southwest Research
Institute over 20 years
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Thank You
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MAY 22, 2023 BOARD MEETING - CONSENT AGENDA

Draft for review and approval
at the May 22, 2023 meeting

CPS ENERGY
MINUTES OF THE REGULAR MEETING OF THE BOARD OF TRUSTEES
HELD ON FEBRUARY 27, 2023

The Regular Meeting of the Board of Trustees of CPS Energy for the month of February was held
on Monday, February 27, 2023 in the Board Room on the First Floor of the CPS Energy headquarters located
at 500 McCullough, San Antonio, Texas.

l. CALL TO ORDER
Chair Gonzalez called the meeting to order at 1 p.m.

Present were Board members:

Ms. Janie Gonzalez, Chair

Dr. Francine Romero, Vice Chair

Dr. Willis Mackey

Mr. John Steen

Mayor Ron Nirenberg (arrived at 1:11 p.m.)

Also present were:

Mr. Rudy Garza, President & CEO

Ms. Shanna M. Ramirez, Chief Legal & Ethics Officer, General Counsel & Board Secretary
Mr. Cory P. Kuchinsky, Chief Financial Officer & Treasurer

Mr. Evan O’'Mahoney, Interim Chief Information Officer

Ms. Lisa Lewis, Chief Administrative Officer

Mr. Benny Ethridge, EVP

CPS Energy staff members

City of San Antonio officials

Interested Citizens

Il. SAFETY MESSAGE, INVOCATION AND PLEDGE OF ALLEGIANCE

A safety message, invocation, and the Pledge of Allegiance were delivered by Ms. Christina Houser,
Business Management Strategist.

M. PUBLIC COMMENT

Ms. Henrietta LaGrange, community member, stated that it gives her pleasure as a woman to see
the excellent direction and path CPS Energy has taken. She honored the newly elected Chair and Vice
Chair. Ms. LaGrange delivered white roses to represent the fresh start working in unity, and red roses to
represent each individual working with a passion.

Ms. Mariana Lujan, community member, stated she has known Chair Gonzalez for 20 years and

knows her dedication to community service and diligent work. She stated she has wisdom, will be a great
chair, and knows she will do great.
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MAY 22, 2023 BOARD MEETING - CONSENT AGENDA

Draft for review and approval
at the May 22, 2023 meeting

Mr. Ernesto Salinas, community member, asked if there was a way for CPS Energy to be more
effective with their communication. He stated that none of his neighbors knew about the closure of the Spruce
Coal Plant, and that there was not any messaging in his monthly statement. He requested that notice of
important meetings be advertised in monthly statements to raise awareness.

Ms. San Juanita Gonzalez, community member, stated her support of Chair Gonzalez. She has
known her for 20 years, and she appreciates that both the Chair and CEO are Latino. She thanked them for
the mission to assist small businesses and the efforts to be more inclusive. She is excited to see the vision
become reality for our community.

Ms. Sandra Crocker and Mr. Joseph Shokrian, community members, ceded their time to Mr. Mike
O’Donnell.

Mr. Mike O’'Donnell, community member, expressed concerns about the long-term implications of
cost increases resulting from the recently adopted generation plan. He stated there is danger in an
overwrought climate panic, and there is not a climate emergency. He read Genesis 8:22, which states
seasons will never cease as long as the earth continues. He noted it is a minority view, but stated correct
answers are not determined by majority vote. Finally, he stated that shutting down coal capacity is imprudent
and asked, at the very least, that Spruce 1 be mothballed for a rainy day. He referenced the war in Ukraine
as the reason for retaining coal generation.

Ms. Denise Gutierrez-Homer, community member, urged the CPS Energy Board of Trustees be more
effective with communication. She noted that there could be more coordination on city brush pick-up and
tree trimming. She also expressed concern that in the previous meeting, CPS Energy referenced a customer
that owed $10,000. She stated that there should be a re-evaluation of billing to ensure that no customer gets
to such an extreme level of debt because it is other CPS Energy customers that will have to make up the
difference.

Ms. Cindy Taylor, community member, stated that Chair Gonzalez is a great leader. She also said
she is a great friend who is loyal, true, and fun. She is direct, resolves differences, knows the art of
compromise, is trustworthy, and always returns phone calls. She stated these are good qualities in a
friendship but are also good qualities for a Board Chair. She wished Chair Gonzalez a wholehearted
congratulations.

Ms. Melinda Teplitzsky, community member and small business owner, read | Peter 5:6, which states
to humble yourselves under the mighty hand of God that he may exalt you in due time. She is honored to be
a friend of Chair Gonzalez since their sons were in kindergarten, and that it has been a privilege to witness
her courage, grit, and discipline She appreciates that Chair Gonzalez has advocated for small businesses
and her community, and that she stands with her.

Ms. Anne Lee, community member, stated she supports the continued use of coal for generation.
Iv. CHAIR’S REMARKS.

Chair Gonzalez dedicated her first meeting as Chair to the young girls and women that dare to dream.
She asked that we picture a world where every woman is empowered; never hesitates, never falters, and
never wavers in her confidence and belief in herself. She honored the women that paved the way: Emma

Page 2 of 7
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Draft for review and approval
at the May 22, 2023 meeting

Tenayuca, Rosie Castro, Cyndi Krier, Mary Alice Cisneros, Ina Minjarez, and Trish DeBerry are women who
risked their positions to reach higher potential. With the strength of these women pushing us forward we can
achieve a world where all women are empowered, and humanity prospers.

V. RATE ADVISORY COMMITTEE (RAC) UPDATE

Trustee Dr. Romero stated that RAC has started a rate design discussion. At the meeting last week,
the RAC received several great presentations on the background of rate design to help formulate their
recommendation.

She stated that the Board needs to consider changing the bylaws to extend their terms to the end of
July to allow them to finish their work. Trustee Steen asked some clarifying questions, and Ms. Ramirez
stated she would circulate proposed revisions of the bylaws to the Board of Trustees.

VI. BOARD COMMITTEE ASSIGNMENTS
Chair Gonzalez asked that Ms. Ramirez read the committee assignments, which are as follows:

Audit & Finance: Ms. Janie Gonzalez (Chair)
Dr. Willis Mackey

Employee Benefits Oversight: ~ Ms. Janie Gonzalez (Chair)
Dr. Willis Mackey

Operations Oversight: Dr. Francine Romero (Chair)
Mr. John Steen

Technology & Resilience: Ms. Janie Gonzalez (Chair)
Dr. Francine Romero

Personnel: Ms. Janie Gonzalez (Chair)
Dr. Willis Mackey

Risk Management Dr. Francine Romero (Chair)
All CPS Energy Board of Trustees Member

VI.  EXECUTIVE SESSION

At approximately 1:32 p.m., Ms. Ramirez announced that the required notice had been posted and
that the Trustees, with only necessary parties in attendance, would convene into Executive Session, pursuant
to the provisions of Chapter 551 of the Texas Government Code, for discussion of a number of posted items,
including the following:

o Attorney-Client Matters (§551.071)
e Real Property (§551.072)
e Prospective Gifts (§551.073)
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MAY 22, 2023 BOARD MEETING - CONSENT AGENDA

Draft for review and approval
at the May 22, 2023 meeting

Personnel Matters (§551.074)

Security Personnel or Devices (§551.076)

Security Audits and Devices (§551.089)

Confidential Information Under the Texas Homeland Security Act (§418.183(f))
Economic Development Negotiations (§551.076)

Competitive Matters (§551.086)

The Board reconvened in open session at 3:05 p.m. The quorum was re-established, and all
members were present. Ms. Ramirez reported that only the matters cited above, and no others were
discussed, and no votes were taken in Executive Session.

VIIl.  APPROVAL OF CONSENT ITEMS

On a motion duly made by Trustee Steen, seconded by Trustee Dr. Mackey, and upon affirmative
vote by all members present, Item 8A (Approval of Payment to the City of San Antonio for January 2023) on
the Consent Agenda was unanimously approved.

A. Approval of Payment to the City of San Antonio for January 2023

The New Series Bond Ordinance that took effect February 1, 1997 provides for a total cash
payment to the City of San Antonio (City) in an amount not to exceed 14% of gross revenue
as calculated pursuant to such Ordinance, less the value of other services provided to the
City, with the percentage (within the 14% limitation) to be determined by the governing body
of the City. The cash transfer to the City for the month of January 2023 is based on actual
gross revenue per the New Series Bond Ordinance of $254,716,111.22, less applicable
exclusions. The revenue for the month of January 2023 is calculated as follows:

Gross revenue per CPS Energy financial statements

Electric revenue $192,100,594.69

Gas revenue
Interest and other income
Gross revenue per CPS Energy financial statements
Excluded revenue
School and hospital revenue per City Ordinance 55022
LVG revenue per City Ordinance 100709
Fuel cost component of off-system nonfirm
energy sales per City Ordinance 61794
and revenue for wholesale special contracts
Noncash and other income, GASB 31
investment market value change, miscellaneous
interest income, gas billing adjustment and unbilled
revenue
Total excluded revenue
Gross revenue per New Series Bond Ordinance subject to
14% payment to the City

12

46,498,981.83
37,157,013.00

275,756,589.52

(3,977,006.70)
(42,553.46)

(3,354,137.87)

(13,666,780.27)

(21,040,478.30)

$254,716,111.22
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Draft for review and approval
at the May 22, 2023 meeting

City payment per Bond Ordinance for January 2023

based upon January 2023 revenue $35,660,255.57
City payment per memorandum of understanding (MOU)

regarding wholesale special contracts (993,296.53)
Wholesale Special Contract Annual True Up 800,791.80
City Payment reduction per gas customer billing adjustment MOU (12,500.00)
Annual True Up/ (Down) per gas customer MOU (2,063.00)
City payment per Bond Ordinance plus adjustments for

memorandums of understanding 35,453,187.84
Utility services provided to the City for January 2023 (2,970,891.99)
Net amount to be paid from January 2023 revenue to

the City in February 2023 $32,482,295.85

Comparison of City payment per Bond Ordinance (plus adjustments for memorandums of
understanding) vs. Budget before deduction for utility services provided to the City:

(Dollars in thousands)

January 2023 Actual Budget Variance
Current Month* A $35,453 $31,566 $3,887 12.3%
Year-to-Date* $438,528 $388,214 $50,314 13.0%

*This amount does not include any additional funding authorized by the Board of Trustees.

ADDITIONAL FUNDING AND TRANSFERS

Accrued January 2023 — Additional Transfer per Bond Ordinance
Total $11,523482.47 B

Approval of the following resolution is requested:

A "BE IT RESOLVED by the CPS Energy Board of Trustees that payment to the City of San
Antonio in the amount of $32,482,295.85 representing 14% of applicable system gross
revenues for the month of January 2023, such payment being net of City utility services
($2,970,891.99), is hereby approved.”

B "BE IT RESOLVED by the CPS Energy Board of Trustees that payment to the City of San
Antonio in the amount of $11,523,482.47, representing an additional transfer within the
allowed 14% of applicable system gross revenues, is hereby approved.”

CPS Energy's management team has verified that collectively all of the City Payments mentioned
herein fit under the Bond ordinance maximum of 14% of applicable revenues, including the following:

A. The amounts paid routinely during the year, net;
B. The additional distribution paid once for the year.

Page 5 of 7
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Draft for review and approval
at the May 22, 2023 meeting

B. Board of Trustees Travel and Expense Overview

Trustee Dr. Mackey made a motion to approve Item 8B (Board of Trustees Travel and Expense
Overview). Trustee Dr. Romero seconded the motion. The Board of Trustees discussed.

Trustee Steen expressed concern about being asked to alter the established board travel policy by
newly elected board leadership. He stated that he was concerned that the change in policy would weaken
checks and balances. Further, if the Board is not mindful and careful about trustee travel, it has the potential
to be a problematic area for our board.

Trustee Dr. Romero did not agree that the change in policy would weaken checks and balances.
She stated the travel procedure, including the approval process, is very clear and very transparent. She also
stated that the public can be secure in this policy.

On aroll call vote, the motion passed 4-1. Trustee Steen voted against the motion.

C. Procurement Items: None

IX. OPERATIONS EFFICIENCY REVIEW:

Ms. Lisa Lewis, Chief Administrative Officer, noted that the presentations by Gallup and Daymark
are the result of a request of the Board of Trustees for an independent third-party review of our operational
efficiency.

A. Gallup presented an assessment of our organizational culture
B. Daymark presented an assessment of our financial health, operational excellence, and
customer engagement & experience

The Board of Trustees asked questions and discussed the presentations.’
X. ACCOUNTS RECEIVABLE MONTHLY UPDATE

Ms. DeAnna Hardwick, Executive Vice President for Customer Strategy, presented on accounts
receivable. She noted that total amount past due has continued to show a positive trend, decreasing to
$196M with $95M in payment plans. She noted that we are continuing increased collection efforts and using
best practices. The Board of Trustees asked questions and discussed the presentation.

Xl YEAR-END FINANCIAL UPDATE

Mr. Cory Kuchinsky, Chief Financial Officer & Treasurer, presented the year-end financial update.
Mr. Kuchinsky highlighted the FY2023 key investments and noting that the year-end metric results came in
above or in line with our planned targets. The Board of Trustees asked questions and discussed the
presentation.

' Trustee Steen requested to read a prepared statement. Chair Gonzalez asked if the comments were new or different from his
prior comments on the subject. After brief discussion, Trustee Steen voluntarily recused himself from participating in the
discussion.

Page 6 of 7
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Draft for review and approval
at the May 22, 2023 meeting

Xll.  CEO’S CLOSING COMMENTS

Mr. Rudy Garza recognized the System Operations team, which had 100% participation in the
restoration efforts. Our operators worked on their scheduled day off and during extended hours to provide
24-hour coverage. They kept safety in the forefront while coordinating across the board to restore services
and communicate information to customers on longer duration outages.

Xilll.  ADJOURNMENT

There being no further business to come before the Board, upon a motion duly made by Trustee
Mackey, seconded by Mayor Nirenberg and upon an affirmative vote by all members present, the meeting
was unanimously adjourned at 4:44 p.m. by Chair Janie Gonzalez.

Shanna M. Ramirez
Secretary of the Board
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Draft for review and approval
at the May 22, 2023 meeting

CPS ENERGY
MINUTES OF THE REGULAR MEETING OF THE BOARD OF TRUSTEES
HELD ON APRIL 3, 2023

The Regular Meeting of the Board of Trustees of CPS Energy for the month of March was held on
Monday, April 3, 2023 in the Board Room on the First Floor of the CPS Energy headquarters located at 500
McCullough, San Antonio, Texas.

l. CALL TO ORDER
Chair Gonzalez called the meeting to order at 1 p.m.

Present were Board members:

Ms. Janie Gonzalez, Chair

Dr. Francine Romero, Vice Chair

Dr. Willis Mackey

Mr. John Steen

Mayor Ron Nirenberg (arrived at 1:06 p.m.)

Also present were:

Mr. Rudy Garza, President & CEO

Ms. Shanna M. Ramirez, Chief Legal & Ethics Officer, General Counsel & Board Secretary
Mr. Cory P. Kuchinsky, Chief Financial Officer & Treasurer

Mr. Evan O’'Mahoney, Interim Chief Information Officer

Ms. Lisa Lewis, Chief Administrative Officer

Mr. Benny Ethridge, EVP

CPS Energy staff members

City of San Antonio officials

Interested Citizens

Il. SAFETY MESSAGE, INVOCATION AND PLEDGE OF ALLEGIANCE

A safety message, invocation, and the Pledge of Allegiance were delivered by Ms. Julie Johnson,
Vice President of Finance & Accounting and Assistant Treasurer.

M. PUBLIC COMMENT

Ms. Henrietta LaGrange, community member, commented on S.B. 1100, proposed legislation on
payments from municipally-owned utilities to the municipality. She expressed her concerns about the
legislation.

Mr. Raymond Zavala, customer, expressed his concern about a CPS Energy employee that installed

a smart meter on his home. He stated the employee did not announce his presence or show his ID. Finally,
he stated he did not want a smart meter, and requested a certificate of conformance.

Page 1 of 5
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Draft for review and approval
at the May 22, 2023 meeting

Mr. Sandra Crocker, community member, stated she believes there is a lack of diversity in thought.
She encouraged CPS Energy to include different voices, especially in moving forward with carbon zero
efforts.

Iv. CHAIR’S REMARKS.

Chair Gonzalez provided comments on her role as Board Chair. She stated her goal is to have
orderly and efficient meetings to ensure our important work can get done while following the applicable rules
and laws. She stated that she hopes the Board of Trustees can use the established board governance rules,
the committee process, board meetings, and access to herself and CPS Energy staff to have an open
dialogue and work collectively towards the greater good of CPS Energy. She recognized that this does not
mean all Trustees will agree on everything, and that there will be different opinions, but wishes to discuss
issues constructively and work towards an environment where we treat each other with professional courtesy
and respect. Finally, she hopes the Board will spend its time together focusing on forward progress, and
their obligations to CPS Energy require such an approach.

V. RATE ADVISORY COMMITTEE (RAC) UPDATE

Trustee Dr. Romero stated RAC continues its work on rate design. She stated that the March
meeting covered a lot of topics on rates, including rate decoupling. She stated RAC’s work is focused on
affordability, conservation, demand management to achieve bill relief.

A. Amendment of RAC Bylaws

Ms. Ramirez introduced and explained the proposed changes to the bylaws. The Board of
Trustees asked questions. Trustee Dr. Romero made a motion to approve the amendments to
the RAC bylaws, and Trustee Dr. Mackey seconded the motion. The motion passed
unanimously.

B. Member Nomination

Ms. Ann Kinnard, Director of Customer Experience for Customer Engagement, requested the
Board appoint a new member, Ms. Miriam Junkett, to the RAC. Ms. Junkett was nominated by
the Board of Trustees. Mayor Nirenberg moved approval, it was seconded by Trustee Dr.
Romero, and it was unanimously approved.

Trustee Steen noted that Dr. Olufemi Osidele made a great contribution to the RAC and
requested that we find a moment to honor him. Chair Gonzalez and Mayor Nirenberg agreed.

VI. EXECUTIVE SESSION
At approximately 1:23 p.m., Ms. Ramirez announced that the required notice had been posted and
that the Trustees, with only necessary parties in attendance, would convene into Executive Session, pursuant

to the provisions of Chapter 551 of the Texas Government Code, for discussion of a number of posted items,
including the following:
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MAY 22, 2023 BOARD MEETING - CONSENT AGENDA

Draft for review and approval
at the May 22, 2023 meeting

e Real Property (§551.072)
o Competitive Matters (§551.086)

The Board reconvened in open session at 2:16 p.m. The quorum was re-established, and all
members were present. Ms. Ramirez reported that only the matters cited above, and no others were
discussed, and no votes were taken in Executive Session.

VI.  APPROVAL OF CONSENT ITEMS

On a motion duly made by Trustee Dr. Mackey, seconded by Vice Chair Dr. Romero, and upon
affirmative vote by all members present, the following items on the Consent Agenda were unanimously
approved:

A. Minutes of the Special Board meeting held on January 23, 2023
B. Minutes of the Reqular Board meeting held on January 30, 2023
C. Approval of Payment to the City of San Antonio for February 2023

The New Series Bond Ordinance that took effect February 1, 1997 provides for a total cash
payment to the City of San Antonio (City) in an amount not to exceed 14% of gross revenue
as calculated pursuant to such Ordinance, less the value of other services provided to the
City, with the percentage (within the 14% limitation) to be determined by the governing body
of the City. The cash transfer to the City for the month of February 2023 is based on actual
gross revenue per the New Series Bond Ordinance of $242,842,791.42, less applicable
exclusions. The revenue for the month of February 2023 is calculated as follows:

Gross revenue per CPS Energy financial statements

Electric revenue $184,949,619.87

Gas revenue
Interest and other income
Gross revenue per CPS Energy financial statements
Excluded revenue
School and hospital revenue per City Ordinance 55022
LVG revenue per City Ordinance 100709
Fuel cost component of off-system nonfirm
energy sales per City Ordinance 61794
and revenue for wholesale special contracts
Noncash and other income, GASB 31
investment market value change, miscellaneous
interest income, gas billing adjustment and unbilled
Revenue
Total excluded revenue
Gross revenue per New Series Bond Ordinance subject to
14% payment to the City

City payment per Bond Ordinance for February 2023
based upon February 2023 revenue

18

35,441,227.62
(838,906.11)

219,551,941.38

(11,351,104.63)
(368,122.92)

(5,629,573.02)

40,639,650.61

23,290,850.04

$242,842,791.42

$33,997,990.80
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Draft for review and approval
at the May 22, 2023 meeting

City payment per memorandum of understanding (MOU)

regarding wholesale special contracts 371,511.79
City Payment reduction per gas customer billing adjustment MOU (25,000.00)
City payment per Bond Ordinance plus adjustments for

memorandums of understanding 34,344,502.59
Utility services provided to the City for February 2023 (3,164,075.81)
Net amount to be paid from February 2023 revenue to

the City in March 2023 $31,180,426.78

Comparison of City payment per Bond Ordinance (plus adjustments for memorandums of
understanding) vs. Budget before deduction for utility services provided to the City:

(Dollars in thousands)

February 2023 Actual Budget Variance
Current Month* A $34,345 $33,902 $443 1.3%
Year-to-Date* $34,345 $33,902 $443 1.3%

* This amount does not include any additional funding authorized by the Board of Trustees.
Approval of the following resolution is requested:

A. "BE IT RESOLVED by the CPS Energy Board of Trustees that payment to the City of
San Antonio in the amount of $31,180,426.78 representing 14% of applicable system
gross revenues for the month of February 2023, such payment being net of City utility
services ($3,164,075.81), is hereby approved.”

D. Resolution for the Sale of Surplus Property
E. Procurement ltems: None

VIll.  FY2024 ADDITIONAL FINANCING OPPORTUNITIES

Mr. Cory Kuchinsky, Chief Financial Officer & Treasurer, presented information on FY2024
additional financing opportunities, specifically: 1) tendering outstanding bonds to generate debt service
savings, and 2) establishing a companion commercial paper program to provide additional liquidity. He
stated these additional financing tools will allow us to generate savings for our customers. Mr. Kuchinsky
requested authorization to execute the additional financing transactions. The Board of Trustees asked
questions and made comments. Trustee Dr. Mackey made a motion to give authorization, which was
seconded by Mayor Nirenberg. The motion was unanimously approved.

IX. FY2023 END OF YEAR PERFORMANCE REVIEW
Mr. John Soltau, Director of Enterprise Planning & Performance, presented the FY2023 End of Year
Performance Review. He reviewed the results for the Key Results and Tier 1 Metrics and noted that the

metrics reflect a solid performance in the face of significant headwinds. He also highlighted
accomplishments in FY2023 and noted the Key Results performance highlights in the success we had in

Page 4 of 5
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Draft for review and approval
at the May 22, 2023 meeting

focusing on what is important to our community. The Board of Trustees discussed the presentation and
asked questions.!

X. CEQO’S CLOSING COMMENTS

Mr. Rudy Garza discussed our safety culture and how our team holds each other accountable to a
standard that recognizes the thing that matters is getting every employee home safely at the end of the day.
He recognized members of the Gas Solutions Guidance Team, Gas Solutions Grassroots Team, the Energy
Delivery Services Guidance Team, the Energy Delivery Services Substation and Transmission Grassroots
Team, and the Executive Transition Team. Mr. Garza stated that it is because of our people that we will be
successful.

Trustee Steen read prepared comments and asked Mr. Garza about the contents of the agenda.
Ms. Ramirez clarified that the Chair sets the agenda and our governance rules set out the process ofr
requesting items on the Agenda. Trustee Romero asked for formal guidance from Ms. Ramirez.

Ms. Ramirez reviewed the action items discussed: 1) recognizing Mr. Osidele and Ms. Junkett on
RAC, 2) considering agenda items for future meetings, and 3) including Trustee Steen’s comments in the
minutes.

Trustee Steen raised some questions for Mr. Garza on board meeting agenda items 2
XI. ADJOURNMENT

There being no further business to come before the Board, upon a motion duly made by Trustee Dr.

Mackey, seconded by Vice Chair Dr. Romero and upon an affirmative vote by all members present, the
meeting was unanimously adjourned at 3:07 p.m. by Chair Gonzalez.

Shanna M. Ramirez
Secretary of the Board

" Trustee Steen requested his comments be included in the minutes. His comments are attached as Attachment A.
2Trustee Steen requested his comments be included in the minutes. His comments are attached as Attachment B.

Page 5 of 5
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4/3/23

Statement of John Steen
Re: FY2023 End of Year Performance Review
(Agenda Item #9)

CPS Energy’s FY2023 ended two months ago, on January 31%. Included on the agenda for
our last meeting was an item entitled “Year-End Financial Update.” This was the agenda item I
was not allowed to speak on. I did ask you, Mr. Garza, about the final numbers on our FY2023
Tier 1 Metrics, and you replied they weren’t finalized. You’ve now provided the final numbers to
your trustees, which was done on March 6™ by email, and this item has been placed on today’s
agenda. I appreciate your agendizing it.

Please put up slide 6. We now know that management failed to meet six out of the 16
metrics. The six areas where our metrics were not achieved are:

Portfolio Commercial Availability (PCA)
Customer Satisfaction - Residential

Days Cash on Hand

Debt Capitalization

+ Enterprise Recordable Incident Rate (RIR)
e Enterprise Readiness - Executive

So bottom line: CPS Energy’s overall score at the end of the year is 10 out of 16 —or a 63. CPS
Energy’s Tier 1 Metrics are often referred to as our report card, which means our final grade for
FY2023 is, [ regret to say, a D-.

By the way, I think our overall score might be considered lower than a 63 because of the
way one of the metrics was set up. Let me explain. Tier 1 Metrics need to be calibrated so that
they drive improvements and help CPS Energy focus its people and resources on what’s important.
To be effective our metrics must be appropriately aspirational, challenging and tough. As Ed
Kelley liked to put it: There should be no softballs. Hitting the targets should mean our company
is firing on all cylinders, that is, operating at the highest level. The FY2023 metric we used for
“Senior Lien Bond Ratings” was set up to be met if all we did was merely maintain our current
downgraded ratings as well as the “Negative” outlooks assigned us by two of the three credit rating
agencies. Guess what happened? We set the target low, and we met it. But our goal should have
been, at an absolute minimum, to move the two “Negative” outlooks to “Stable.” Thus, in my
mind, we didn’t really achieve our metric for Senior Lien Bond Ratings because our target was not
appropriately set at stretch-level.

Be that as it may, at our last meeting FY2023 was described as a “strong” year for CPS
Energy. What if one’s child brought home a final report card showing a 63 or D- average? Would
one describe him or her as a strong student? In line with my fiduciary responsibilities as a trustee,
I very much want management to succeed in getting CPS Energy’s house in order. A good start
is to acknowledge that our position is not “strong” as was asserted at our last meeting and perhaps
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not even “solid” as you’re maintaining today and that CPS Energy needs to overcome significant
challenges — financial and otherwise — to be considered “strong” or “solid.”

Please put up slide 3. So there it is for all to see, our grade of 62.5. I don’t like dwelling
on bad news, but we must be realistic about this and not pretend things are rosy when they’re not.
Management must be held accountable for this underperformance.

So my question to you, Mr. Garza, with all due respect, is this: Would you please add as
an agenda item for our next meeting a more detailed report on why CPS Energy failed to meet six
of our FY2023 Tier 1 Metrics, and provide us with your comprehensive plan to rectify this situation
in FY2024 without lowering — and, in some cases, with even raising — the bar on our Tier 1
Metrics?

I respectfully request that this statement be included in the minutes of today's meeting.
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4/3/23

Statement of John Steen
Re: CEQO’s Closing Comments
(Agenda Item #10)

Harking back to our last board meeting when I was blocked from expressing my views on
two agenda items, I want to begin by quoting from the Texas Government Code, specifically
Section 551.042 entitled “Inquiry Made at Meeting:”

(a) If ata meeting of a governmental body ... a member of the governmental body inquires about a subject for
which notice has not been given as required by this subchapter, the notice provisions of this subchapter do
not apply to:

(1) a statement of specific factual information given in response to the inquiry; or
(2) arecitation of existing policy in response to the inquiry.

(b) Any deliberation of or decision about the subject of the inquiry shall be limited to a proposal to place the
subject on the agenda for a subsequent meeting.

Interestingly, this very language is paraphrased in the Rules of Order for the CPS Energy
Board of Trustees, which rules were implemented at the instigation of our previous chair. This is
found in Article 5 of our Rules of Order:

To the extent ... a Trustee questions or asks about a subject for which notice has not been given,
as required by the Open Meetings Act, the response to such inquiry must be limited to:

(a) An informational statement of factual explanation, given in response to the inquiry; or
(b) A recitation of existing policy in response to the inquiry.

NOTE: Any deliberation or decision about the subject of such inquiry shall be limited to a proposal to place the
subject on the agenda for a subsequent meeting.

Finally, since at the last meeting, Robert’s Rules of Order were cited in denying me the
right to speak, here’s some language from a 5/18/22 BoardEffect article entitled “Robert’s Rules
of Order: How to Run a Board Meeting”:

The role of the board chair is a specific role with duties and responsibilities that are different
than other members. One of the responsibilities is to facilitate discussion among board
members, giving each board member an opportunity to speak. An effective chair gives
opposing sides time to present their arguments and invites the participation of other members.

So here are my two inquiries to our CEO, Mr. Garza.

At our December 19, 2022, board meeting, a resolution was passed regarding CPS
Energy’s strategy to mitigate customer debt. The final paragraph reads:

BE IT FURTHER RESOLVED, CPS Energy Board of Trustees hereby directs CPS Energy to
provide this Board of Trustees a monthly update on the effects of this comprehensive plan in
addressing past due accounts.
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Undeniably the spirit of that language was — and is — that such an update would be an
agenda item for a presentation and discussion at every board meeting going forward, and, in point
of fact, that’s what was done at our January and February meetings. Indeed it was agendized both
times as “Accounts Receivable Monthly Update.” However, this matter was not placed on the
agenda for today’s meeting. Please correct me if I’'m wrong, but I believe our last Accounts
Receivable Monthly Update was presented to us at our 2/27/23 board meeting, but the information
contained therein was as of 1/31/23 so, despite our 12/19/22 resolution, the last data we’ve been
provided is more than two months old. This lack of transparency leads me to believe that adequate
progress is not being made to resolve this significant, intractable problem. Therefore, in line with
this board’s December 19, 2022, resolution, my questions to you, Mr. Garza, are:

¢ First, why didn’t you place this matter on today’s agenda? and
e Second, will you be placing it on the agenda for our next board meeting to be held April
2419

I respectfully request that this statement be included in the minutes of today’s meeting.
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CPS Energy Board of Trustees Meeting
May 22, 2023

Approval of Payment to the City of San Antonio for April 2023

The New Series Bond Ordinance that took effect February 1, 1997 provides for a total cash
payment to the City of San Antonio (City) in an amount not to exceed 14% of gross revenue as
calculated pursuant to such Ordinance, less the value of other services provided to the City, with
the percentage (within the 14% limitation) to be determined by the governing body of the City.
The cash transfer to the City for the month of April 2023 is based on actual gross revenue per
the New Series Bond Ordinance of $186,717,202.89, less applicable exclusions. In accordance
with the New Series Bond Ordinance Flow of Funds requirements, current month revenue did
not meet the full obligation for the 6% requirement to the Repair and Replacement account and
the City Payment by $27,066,172.90. This situation is a common occurrence for CPS Energy in
the spring months due to the seasonal billing patterns. Under the previously approved
agreement with the City, CPS Energy will advance to the City $26,498,524.39 against future
months’ revenues for fiscal year 2024. The revenue for the month of April 2023 is calculated as
follows:

Gross revenue per CPS Energy financial statements

Electric revenue $195,050,273.06

Gas revenue 15,563,604.65

Interest and other income 4,334,538.48

Gross revenue per CPS Energy financial statements 214,948,416.19
Excluded revenue

School and hospital revenue per City Ordinance 55022 (6,897,912.81)

LVG revenue per City Ordinance 100709 (22,564.79)

Fuel cost component of off-system nonfirm

energy sales per City Ordinance 61794

and revenue for wholesale special contracts (5,531,546.26)
Noncash and other income, GASB 31

investment market value change, miscellaneous

interest income, gas billing adjustment and unbilled

revenue (15,779,189.44)

Total excluded revenue (28,231,213.30)
Gross revenue per New Series Bond Ordinance subject to

14% payment to the City $186,717,202.89
City payment per Bond Ordinance for April 2023

based upon April 2023 revenue $26,140,408.40
City payment per memorandum of understanding (MOU)

regarding wholesale special contracts 370,615.99
City Payment reduction per gas customer billing adjustment MOU (12,500.00)
City payment per Bond Ordinance plus adjustments for

memorandums of understanding 26,498,524.39 A
Utility services provided to the City for April 2023 (2,681,949.80)
Net amount to be paid from April 2023 revenue to

the City in May 2023 $23,816,574.59
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CPS Energy Board of Trustees Meeting
May 22, 2023

Comparison of City payment per Bond Ordinance (plus adjustments for memorandums of
understanding) vs. Budget before deduction for utility services provided to the City:

(Dollars in thousands)

April 2023 Actual Budget Variance
Current Month* A $26,498 $31,555 ($5,057) -16.0%
Year-to-Date** $87,917 $97,489 (59,572) -9.8%

* This amount does not include any additional funding authorized by the Board of Trustees.
** Includes a rounding adjustment of $1 to agree to correctly rounded YTD amount.

Approval of the following resolution is requested:

"BE IT RESOLVED by the CPS Energy Board of Trustees that payment to the City of San Antonio in
the amount of $23,816,574.59 representing 14% of applicable system gross revenues for the
month of April 2023, such payment being net of City utility services ($2,681,949.80), and including
the current month shortage, is hereby approved.” The total amount to be recovered from future
months’ revenues for fiscal year 2024 is $31,271,355.09, inclusive of $567,648.51 necessary to

satisfy the 6% Repair and Replacement requirement year-to-date and $30,703,706.58 advanced
to the City.
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CPS Energy
Board of Trustees

AUDIT & FINANCE COMMITTEE CHARTER
I. Role of the Audit & Finance Committee

The Audit & Finance Committee (the “Committee”) is appointed by, and is a
standing committee of, the CPS Energy Board of Trustees (Board). The role of the
Audit & Finance Committee is to assist the Board in fulfilling its oversight
responsibilities for CPS Energy related to the following:

¢ quality and integrity of the financial statements and the financial reporting

process;

review of financial policies for the organization

review of proposed transactions relative to investment and debt activities

compliance with legal and regulatory requirements;

qualifications, independence, and performance of the external auditors;

qualifications, independence, and performance of the internal audit

function;

e system of internal controls regarding financial reporting, accounting,
finance, ethics, and compliance; and

e management of business/financial risks.

The role also includes coordination with other Board committees/members and
maintenance of strong, positive working relationships with management, external
and internal auditors, legal counsel, and other financial advisors to management. In
addition to CPS Energy, the Committee also has oversight for the 28% and 12%
South Texas Project (STP) Nuclear Decommissioning Trusts.

Il. Authority

The authority of the Committee is to exercise its business judgment, report to
the Board, and recommend to the Board and/or management actions that the
Committee reasonably believes to be in the best interest of CPS Energy. The
Committee has authority to conduct or authorize investigations into any matters
within its scope of responsibility.

It is also empowered to:

o Recommend for final approval by the Board the appointment and
compensation of any registered public accounting firm(s) employed by the
organization to conduct the annual external audit of CPS Energy's financial

statements (i.e., the external auditors) and other agreed upon engagements,
and oversee the work of any such firm(s);

Page 1 of 5 Audit & Finance Committee Charter
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o Pre-approve all audit and non-audit services that may be requested of the
audit firm(s) selected to perform the annual financial statements audit;

¢ Review at least annually, updates to financial policies which provide financial
direction for management and ensure the financial integrity of the
organization;

¢ Review management recommendations for new financing (includes
refinancing) and investment transactions in accordance with policies and
bond ordinances;

o Approve the remuneration of the Chief Audit Executive (CAE), as well as
the appointment or removal of the CAE.

e Retain independent legal counsel, accountants, or others to advise the
Audit & Finance Committee or assist in the conduct of an investigation, as
warranted, with the Board's concurrence;

e Seek any information it requires from employees all of whom are directed to
cooperate with the Committee's requests or external parties; and

o Meet as needed with company officers (including the General Counsel),
internal auditors, external auditors, or outside legal counsel.

lll. Committee Membership

The Committee shall consist of two (2) Board members. Audit & Finance
Committee appointments, including designation of one member as the Audit &
Finance Committee chairperson, shall be approved annually by the full Board.

Over time, the utility business and industry will change in response to
evolving financial, industry, regulatory, economic, reporting, or other
developments. ltis therefore important for the Board to periodically re-evaluate
its members’ experiences, competencies, and-skills-and the overall balance of
skills on the Committee in response to emerging needs. FheBoard-willidentifi-

Page 2 of 5 Audit & Finance Committee Charter
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IV. Meetings

The Committee shall meet at least two (2) times per calendaryear. Additional
meetings shall be scheduled as considered necessary by the Committee or the
Committee Chair. All members are expected to attend each meeting. The
committee will invite members of management, the external and/or internal
auditors, and/or others to attend meetings and provide pertinent information, as
necessary. The Committee will hold private meetings with the auditors (see below)
and executive sessions, as warranted. Meeting agendas will be prepared and
provided in advance to members, along with appropriate briefing materials.
Meeting minutes will be prepared for each meeting.

V. Responsibilities
The Audit & Finance Committee will carry out the following responsibilities:

A. Financial Policies, Transactions and Reporting

e Review and discuss with management and the external auditors all critical
financial and accounting policies and practices used by the company, as well
as any significant financial reporting issues, including complex or unusual
transactions and highly judgmental matters;

o any significant changes in company financial and accounting policies as
well as recent professional and regulatory pronouncements;

o any material alternative financial and accounting treatments;

o any financial and accounting proposals that may have a significant
impact on the company's financial reports and metrics;

o results of the annual financial audit, including any difficulties
encountered; and

o all matters required to be communicated to the Committee under
generally accepted auditing standards.

e Review the annual financial statements, and consider whether they are
complete, consistent with information known to Committee members, and
reflect appropriate accounting principles.

e Review other sections of the annual report and related regulatory filings
before release and consider the accuracy and completeness of the
information.

¢ Understand how Management develops interim financial information, and
the nature and extent of internal and external auditor involvement.

B. Internal Control and Risk Management

e Consider the effectiveness of CPS Energy's system of internal controls,
including information technology security and control.

e Understand the scope of the internal and external auditors' reviews of
internal controls and obtain reports on significant findings and
recommendations, together with Management's responses.

e Understand CPS Energy's business risk profile and controls in selected

Page 3 of 5 Audit & Finance Committee Charter
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areas representing significant financial and/or business risk (operational,
legal, reputation, etc.).

Meet periodically with management to review CPS Energy's major financial
risk.

C. Internal Audit

Approve the Audit Services Charter.

Approve the risk-based internal audit plan.

Approve Audit Services’ budget and resource plan.

Receive communications from the Chief Audit Executive on Audit Services’
performance relative to its plan and other matters.

Approve decisions regarding the appointment and removal of the Chief Audit
Executive.

Approve the remuneration of the Chief Audit Executive.

Make appropriate inquiries of management and the Chief Audit Executive to
determine whether there is inappropriate scope or resource limitations.

D. External Audit

Review the qualifications of the external auditors; oversee due diligence
responsibilities relative to the selection, compensation and terms of
engagement for the external audit firm(s); and recommend final approval on
the appointment or discharge of the external auditors to the Board.

Review and confirm the independence of the external auditors by obtaining
statements from them on their relationships with CPS Energy, including any
non-audit services, and by discussing these relationships with the external
auditors.

Review the external auditors' proposed audit scope and approach, including
coordination of their audit effort with internal audit.

Meet with the external auditors and appropriate CPS Energy staff at the
end of the annual audit to review the audit results and financial statements.
Resolve any disagreements between management and the external auditors
regarding financial reporting.

Meet separately with the external auditors to discuss any matters that

the Committee believes should be discussed privately.

E. Ethics

Review the process for communicating the CPS Energy ethics policy/code of
conduct to company personnel, including the annual training plan.

Review the effectiveness of the system for monitoring compliance with the
CPS Energy ethics policy/code of conduct, including the process for handling
actual or perceived conflicts of interest.

Review results of Ethics-related investigations by management (and follow-
up, including disciplinary action) of any instances of noncompliance.

Page 4 of 5 Audit & Finance Committee Charter
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F. Compliance

o Understand the system for monitoring compliance with laws and regulations;
review results of investigations by management and follow-up, including
disciplinary action of any instances of noncompliance.

¢ Review the findings of any examinations by regulatory agencies and any
internal or external auditor observations regarding compliance.

e Obtain regular updates from management and company legal counsel
regarding compliance matters, including review and assessment of any
significant conflicts of interest and related-party transactions.

G. Reporting Responsibilities

o Provide an open avenue of communication between internal audit (Audit
Services), the external auditors, and the Board.

e Report on a regular basis to the Board about Committee activities, issues,
and related recommendations.

H. Other Responsibilities

o Institute and oversee special investigations, as needed.

¢ Review and assess the adequacy of the Committee Charter annually,
requesting Board approval for proposed changes.

o Confirm annually that all responsibilities outlined in this Charter have been
carried out.

¢ Evaluate, on a regular basis, the Committee's effectiveness in
executing its responsibilities

e Perform other activities related to this Charter as requested by the Board.

This Charter of the Audit & Finance Committee of the CPS Energy Board of
Trustees is hereby approved this 48"-22"Y day of February-May 202349,

Page 50of 5 Audit & Finance Committee Charter
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CPS Energy
Board of Trustees

AUDIT & FINANCE COMMITTEE CHARTER

. Role of the Audit & Finance Committee

The Audit & Finance Committee (the “Committee”) is appointed by, and is a

standing committee of, the CPS Energy Board of Trustees (Board). The role of the
Audit & Finance Committee is to assist the Board in fulfilling its oversight
responsibilities for CPS Energy related to the following:

quality and integrity of the financial statements and the financial reporting
process;

review of financial policies for the organization

review of proposed transactions relative to investment and debt activities
compliance with legal and regulatory requirements;

qualifications, independence, and performance of the external auditors;
qualifications, independence, and performance of the internal audit
function;

system of internal controls regarding financial reporting, accounting,
finance, ethics, and compliance; and

management of business/financial risks.

The role also includes coordination with other Board committees/members and

maintenance of strong, positive working relationships with management, external
and internal auditors, legal counsel, and other financial advisors to management. In
addition to CPS Energy, the Committee also has oversight for the 28% and 12%
South Texas Project (STP) Nuclear Decommissioning Trusts.

Il. Authority

The authority of the Committee is to exercise its business judgment, report to

the Board, and recommend to the Board and/or management actions that the
Committee reasonably believes to be in the best interest of CPS Energy. The
Committee has authority to conduct or authorize investigations into any matters
within its scope of responsibility.

It is also empowered to:

Recommend for final approval by the Board the appointment and
compensation of any registered public accounting firm(s) employed by the
organization to conduct the annual external audit of CPS Energy's financial
statements (i.e., the external auditors) and other agreed upon engagements,
and oversee the work of any such firm(s);

Page 1 of 5 Audit & Finance Committee Charter
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o Pre-approve all audit and non-audit services that may be requested of the
audit firm(s) selected to perform the annual financial statements audit;

¢ Review at least annually, updates to financial policies which provide financial
direction for management and ensure the financial integrity of the
organization;

¢ Review management recommendations for new financing (includes
refinancing) and investment transactions in accordance with policies and
bond ordinances;

o Approve the remuneration of the Chief Audit Executive (CAE), as well as
the appointment or removal of the CAE.

e Retain independent legal counsel, accountants, or others to advise the
Audit & Finance Committee or assist in the conduct of an investigation, as
warranted, with the Board's concurrence;

e Seek any information it requires from employees all of whom are directed to
cooperate with the Committee's requests or external parties; and

o Meet as needed with company officers (including the General Counsel),
internal auditors, external auditors, or outside legal counsel.

lll. Committee Membership

The Committee shall consist of two (2) Board members. Audit & Finance
Committee appointments, including designation of one member as the Audit &
Finance Committee chairperson, shall be approved annually by the full Board.

Over time, the utility business and industry will change in response to
evolving financial, industry, regulatory, economic, reporting, or other
developments. It is therefore important for the Board to periodically re-evaluate
its members’ experiences, competencies, and the overall balance of skills on the
Committee in response to emerging needs.

IV. Meetings

The Committee shall meet at least two (2) times per calendaryear. Additional
meetings shall be scheduled as considered necessary by the Committee or the
Committee Chair. All members are expected to attend each meeting. The
committee will invite members of management, the external and/or internal
auditors, and/or others to attend meetings and provide pertinent information, as
necessary. The Committee will hold private meetings with the auditors (see below)
and executive sessions, as warranted. Meeting agendas will be prepared and
provided in advance to members, along with appropriate briefing materials.
Meeting minutes will be prepared for each meeting.

Page 2 of 5 Audit & Finance Committee Charter

33



MAY 22, 2023 BOARD MEETING - CONSENT AGENDA

Charter Created: 10/29/2001
Last Revised: 5/22/2023

V. Responsibilities

The Audit & Finance Committee will carry out the following responsibilities:

A. Financial Policies, Transactions and Reporting

Review and discuss with management and the external auditors all critical
financial and accounting policies and practices used by the company, as well
as any significant financial reporting issues, including complex or unusual
transactions and highly judgmental matters;
o any significant changes in company financial and accounting policies as
well as recent professional and regulatory pronouncements;
o any material alternative financial and accounting treatments;
o any financial and accounting proposals that may have a significant
impact on the company's financial reports and metrics;
o results of the annual financial audit, including any difficulties
encountered; and
o all matters required to be communicated to the Committee under
generally accepted auditing standards.
Review the annual financial statements, and consider whether they are
complete, consistent with information known to Committee members, and
reflect appropriate accounting principles.
Review other sections of the annual report and related regulatory filings
before release and consider the accuracy and completeness of the
information.
Understand how Management develops interim financial information, and
the nature and extent of internal and external auditor involvement.

B. Internal Control and Risk Management

Consider the effectiveness of CPS Energy's system of internal controls,
including information technology security and control.

Understand the scope of the internal and external auditors' reviews of
internal controls and obtain reports on significant findings and
recommendations, together with Management's responses.

Understand CPS Energy's business risk profile and controls in selected
areas representing significant financial and/or business risk (operational,
legal, reputation, etc.).

Meet periodically with management to review CPS Energy's major financial
risk.

C. Internal Audit

Approve the Audit Services Charter.

Approve the risk-based internal audit plan.

Approve Audit Services’ budget and resource plan.

Receive communications from the Chief Audit Executive on Audit Services’
performance relative to its plan and other matters.

Approve decisions regarding the appointment and removal of the Chief Audit
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Executive.

Approve the remuneration of the Chief Audit Executive.

Make appropriate inquiries of management and the Chief Audit Executive to
determine whether there is inappropriate scope or resource limitations.

D. External Audit

Review the qualifications of the external auditors; oversee due diligence
responsibilities relative to the selection, compensation and terms of
engagement for the external audit firm(s); and recommend final approval on
the appointment or discharge of the external auditors to the Board.

Review and confirm the independence of the external auditors by obtaining
statements from them on their relationships with CPS Energy, including any
non-audit services, and by discussing these relationships with the external
auditors.

Review the external auditors' proposed audit scope and approach, including
coordination of their audit effort with internal audit.

Meet with the external auditors and appropriate CPS Energy staff at the
end of the annual audit to review the audit results and financial statements.
Resolve any disagreements between management and the external auditors
regarding financial reporting.

Meet separately with the external auditors to discuss any matters that

the Committee believes should be discussed privately.

E. Ethics

Review the process for communicating the CPS Energy ethics policy/code of
conduct to company personnel, including the annual training plan.

Review the effectiveness of the system for monitoring compliance with the
CPS Energy ethics policy/code of conduct, including the process for handling
actual or perceived conflicts of interest.

Review results of Ethics-related investigations by management (and follow-
up, including disciplinary action) of any instances of noncompliance.

F. Compliance

Understand the system for monitoring compliance with laws and regulations;
review results of investigations by management and follow-up, including
disciplinary action of any instances of noncompliance.

Review the findings of any examinations by regulatory agencies and any
internal or external auditor observations regarding compliance.

Obtain regular updates from management and company legal counsel
regarding compliance matters, including review and assessment of any
significant conflicts of interest and related-party transactions.

Page 4 of 5 Audit & Finance Committee Charter
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G. Reporting Responsibilities

e Provide an open avenue of communication between internal audit (Audit
Services), the external auditors, and the Board.

¢ Report on a regular basis to the Board about Committee activities, issues,
and related recommendations.

H. Other Responsibilities

o Institute and oversee special investigations, as needed.

e Review and assess the adequacy of the Committee Charter annually,
requesting Board approval for proposed changes.

e Confirm annually that all responsibilities outlined in this Charter have been
carried out.

e Evaluate, on a regular basis, the Committee's effectiveness in
executing its responsibilities

o Perform other activities related to this Charter as requested by the Board.

This Charter of the Audit & Finance Committee of the CPS Energy Board of
Trustees is hereby approved this 22" day of May 2023.

Page 50of 5 Audit & Finance Committee Charter
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A RESOLUTION

APPROVING AND AUTHORIZING THE EXPANSION AND
CONSTRUCTION OF THE CHULIE SUBSTATION AND THE ACQUISITION
OF FEE SIMPLE TITLE AND PROPERTY EXCHANGES WITH OUTSIDE
ENTITIES FOR THE PROPERTY LOCATED AT 8111 N. US HWY 281 IN
NORTHEAST SAN ANTONIO, BEXAR COUNTY, TEXAS, EITHER BY
PURCHASE THROUGH NEGOTIATIONS OR BY THE PROCESS OF
EMINENT DOMAIN, FOR EXPANSION AND OPERATION OF THE CITY OF
SAN ANTONIO ELECTRIC SYSTEM, INCLUDING THE CONSTRUCTION,
OPERATION, EXPANSION, AND MAINTENANCE OF A SUBSTATION,
ELECTRIC TRANSMISSION LINES, DISTRIBUTION LINES,
COMMUNICATION SYSTEMS, AND RELATED APPURTENANCES.

WHEREAS, CPS Energy staff identified the need for the expansion of the
existing Chulie substation to satisfy the power needs to support growth of the San
Antonio International Airport and to enhance reliability of the CPS Energy electric
system within northeast San Antonio, Bexar County, Texas (the "Chulie Substation
Expansion Project”);

WHEREAS, the Chulie Substation Expansion Project has a projected
completion date by June 2026;

WHEREAS, the Board agrees with the staff’'s determination that selected site
for the expansion of the Chulie substation is the best option to provide the
necessary support of the expanding airport and its greater power needs:

WHEREAS, the Board finds necessary and desirable the construction and
expansion of the Chulie Substation and the acquisition of fee simple title and
property exchanges with outside entities for the property located at 8111 N. U.S.
Hwy 281 in northeast San Antonio, Bexar County, Texas for the construction,
operation, expansion, and maintenance of the City of San Antonio Electric System,
including the construction, operation, expansion and maintenance of the Chulie
Substation Expansion Project, either by purchase through negotiations, or by the
process of eminent domain approved by the San Antonio City Council.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY PUBLIC SERVICE BOARD
OF TRUSTEES that:

1. The recitals to this Resolution are hereby incorporated for all purposes.
2. The Board finds that the Chulie Substation Expansion Project is of great
importance and necessary to the public and for the public use, and that CPS

Energy has taken into account appropriate environmental, health and safety
concerns in designating the recommended site.

4860-3078-0771, v. 1
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3. The Board hereby approves the CPS Energy Chulie Substation Expansion
Project to be constructed on the recommended site as generally depicted on
the Project Site Map attached to this Resolution as Exhibit "A” and hereby
incorporated for all purposes, and directs CPS Energy staff and attorneys to
proceed with the necessary steps to undertake and complete the Chulie
Substation Expansion Project.

4, The Board authorizes the President and CEO of CPS Energy and/or his
designee to take the necessary steps to complete the Chulie Substation
Expansion Project as depicted generally on Exhibit A.

5. The Board finds that the acquisition of easement rights, fee simple title to
properties, and property exchanges with outside entities at the
recommended site is necessary for the important public purpose and use of
the construction, operation, expansion and maintenance of the City of San
Antonio’s Electric System, including the CPS Energy Chulie Substation
Expansion Project. The Board hereby authorizes acquisition of easement
rights, fee simple title, and property exchanges with outside entities
necessary for CPS Energy’s Chulie Substation Expansion Project, either by
purchase through negotiations or by the process of eminent domain, as well
as all other lawful action necessary and incidental to such acquisitions or
eminent domain proceedings to survey, specify, define, and secure the
necessary title and rights.

4860-3078-0771, v. 1

38



MAY 22, 2023 BOARD MEETING - CONSENT AGENDA

CpS®®

CPS Energy Board of Trustees Meeting

May 22, 2023

APPROVAL of PROCUREMENT ITEMS

Item Description:

Purchase Category:

Supplier:

Item Description:

Purchase Category:

Supplier:

Table of Contents

Substation and Transmission Related Civil Engineering
Services

Professional Services

' Civil Design Services, Inc.

. Kimley-Horn and Associates, Inc.

| Moy Tarin Ramirez Engineers, LLC

Wooden Poles

Commodity & Material Goods

Stella-Jones Corporation

Telecom Electric Supply, LLC

Approval: —Lj‘f a @ ofm

Lisa Lewis, Chief Administrative Officer

Approval:

! Rudy G?ﬂf’residentw
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CPS Energy Board of Trustees Meeting

psﬁ May 22, 2023
e Procurement Form 1

Item Description Substation and Transmission Related Civil Engineering Services
Purchase Order Value $6,000,000

Purchase Category Professional Services

Department Energy Delivery Services

VP T&D Engmeermg & Grid RicardoiMaldonado

Transformation

EVP Energy Delivery Services Richard Medina

Detailed Description
CPS Energy staff recommends that contracts be awarded to Moy Tarin Ramirez Engineers, LLC, a
local/diverse firm, and Civil Design Services, Inc. and Kimley-Horn and Associates, Inc., both local firms, as
the respondents who will provide the services at the best value for CPS Energy based on the evaluation
criteria set forth below.

These contracts are for routine civil engineering services for the site design of electrical substations and
transmission lines. Design services such as grading, drainage, foundations, and permitting will be supported
by these contractors. These contracts also help to supplement CPS Energy’s internal Civil Engineering
Department. These contracts will expire on June 14, 2026.

Subcontracting Opportunities
Kimley-Horn and Associates, Inc. has committed to subcontracting 20% of overall spend to the following
diverse businesses:
e Arias and Associates, Inc. is a local, small, Hispanic American-owned business providing geotechnical
engineering services.
e Summit Geomatics is a local, small, Hispanic American-owned, HUBZone business providing
surveying services.
Civil Design Services, Inc. has committed to subcontracting 20% of overall spend to the following diverse
business:
e MP Studios, LLC is a local, small business providing landscape architecture services.

The solicitation method for this procurement was a Request for Qualifications (RFQ)*. An evaluation team considered
the following weighted evaluation criteria to determine the best value to CPS Energy.

Evaluation Criteria Points
Experience and qualifications to perform the Services 56
Safety records and training program W = 20
The financial soundness of the Respondent 20
The ability to meet CPS Energy’s requirements 4
TOTAL 100

1 CPS Energy is unable to consider price or economic development as Evaluation Criteria for RFQ's.
Page 2 of 5
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CPS Energy Board of Trustees Meeting
May 22, 2023
Procurement Form 1

CPS$S

Recommended Respondent(s) & Award

Respondent Name PRA Clgs:tl:!ic!:tlon & Score PO Value PO # Comments
Civil Design Services, Local Y $2,500,000 | 2211755 Corporate
Inc. headquarters based in
San Antonio
g Metropolitan Area
Moy Tarin Ramirez Local/Diverse | 92 $2,500,000 | 2211453 Corporate
Engineers, LLC (Small, Hispanic headquarters based in
American-Owned) San Antonio
; Metropolitan Area
Kimley-Horn and Local 88 $1,000,000 | 2211756
Associates, Inc. | -~
TOTAL | $6,000,000 |

Fourteen (14) additional respondents were not recommended for award: Alisto Engineering Group; ASEC, Inc.; Binkley &
Barfield, Inc; Black and Veatch; Burns & McDonnell; EN Engineering, Inc; Halff Associates; Patterson & Dewars; POWER
Engineers, Inc; Power Grid Engineering (QUALUS); Testengeer, Inc; TRC Solutions, Inc; TTL; and Stanley Consultants.

Annual Funds Budgeted

Corporate Funding Projected % of FY2024 | Projected Projected Projected
| Annual Budget Method FY2024 PO | Annual Corp | FY2025 PO FY2026 PO | FY2027 PO I
L Spend Budget | Spend Spend Spend |
$940,520,261 Capital $1,500,000 0.16% $2,000,000 $1,500,000 | $1,000,000
$773,000,000 | Non-Fuel O&M | SO 0% S0 S0 ] _
Our current approved budget and latest estimates support these new purchase orders.
Procurement Item: Professional Services
$2,500,000
$3,500,000
B Local & Diverse ®Local mDiverse @ Other
Page3 of 5§
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; May 22, 2023
CPSE o

Procurement Form 2

Item Description Wooden Poles

Purchase Order Value $90,000,000

Purchase Category Commodity & Material Goods
Department Distribution Engineering

VP T&D Engineering & Grid Transformation | Ricardo Maldonado

EVP Energy Delivery Services Richard Medina

Detailed Description
CPS Energy staff recommends that contracts for the supply of various wooden poles be awarded to Stella-
Jones Corporation and Telecom Electric Supply, LLC, a diverse firm, as the respondents who will provide the
materials at the best value for CPS Energy based on the evaluation criteria set forth below.

These contracts are for the procurement of wooden poles that will be used for the construction of our
distribution infrastructure and for the ongoing pole replacement program. Wooden poles are among the
many commaodity items affected by nationwide supply chain constraints, and as such, two (2) suppliers are
recommended for award to expand supply availability. The purchase order value has also increased 55%
from the previous contract term to account for rapidly escalating prices experienced in this market. These
contracts will support the growth of CPS Energy service territory and ongoing compliance requirements
through their expiration on May 31, 2028.

Subcontracting Opportunities

Stella-Jones Corporation has committed to subcontracting their pole transportation services to Smith
Trucking, a small, African American-owned business.

Telecom Electric Supply, LLC supplies wooden poles from a woman-owned pole manufacturing company,
Thomasson Company.

The installation of this material also provides opportunity for CPS Energy construction contractors where
prime and subcontracting opportunities to local and diverse businesses are available.

The solicitation method for this procurement was a Request for Proposals. An evaluation team considered the
following weighted evaluation criteria to determine the best value to CPS Energy.

Evaluation Criteria Points
Experience, warranty, quality control, and contingencies 30
The overall cost 30
| The ability to meet CPS Energy’s requirements 25
Economic Development (local & diverse consideration) 10
The financial soundness of the Respondent ) |
TOTAL| 100 |

Page 4 of 5
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CPS Energy Board of Trustees Meeting
May 22, 2023

Procurement Form 2

Recommended Respondent(s) & Award

Respondent Name e CI;s:tl:;:tmn & Score PO Value PO # Comments
Stella-Jones 83% | $70,000,000 | 3073363 |
. Corporation |
Telecom Electric Diverse 34% | $20,000,000 | 3073364
Supply, LLC {Small)

TOTAL | $90,000,000

Two (2) additional respondents were not recommended for award: KBS Electrical Distril;utors, Inc. and Texas Electric

Cooperatives Inc.

Annual Funds Budgeted

Corporate Funding Projected | % of FY2024 | Projected Projected Projected
Annual Budget | Method FY2024 PO Annual FY2025 PO FY2026 PO FY2027 PO
Spend Corp Spend Spend Spend
SRR Budget
$940,520,261 | Capital $9,030,000 1% $15,480,000 | $15,480,000 | $15,480,000
$773,000,000 Non-Fuel $1,470,000 0.2% $2,520,000 $2,520,000 $2,520,000
O&M
Our current approved budget and latest estimates support these new purchase orders.
Procurement Item: Commodity & Material Goods
$20,000,000
$70,000,000
B Local & Diverse M Local m Diverse Other
Page 5 of 5
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Cps@

OPERATIONS OVERSIGHT COMMITTEE (OOC) MEETING

EXECUTIVE SUMMARY AND CHAIR REPORT FROM THE APRIL 10, 2023 MEETING

PREPARED FOR COMMITTEE CHAIR, DR. FRANCINE ROMERO
FOR REPORT AT THE MAY 22, 2023 BOARD OF TRUSTEES MEETING

The Operations Oversight Committee met on April 10, 2023. As part of the agenda, the

Committee:

A. Approved meeting minutes from the prior meeting held on November 10, 2022.

B. Received a preview of Procurement items that included:

a.
b.

A new contract for Civil Engineering Services

A new contract for Specialty Scaffolding Services

A new contract for Physical Security Services

A new contract for Weatherization Services as part of the new STEP program
A new contract for Wooden Poles

And an overview of future funding requests for Summer 2023.

C. Received a PUC Market Design Update that included:

a.

An overview of policy issues regulators are addressing to ensure there are
enough generators to keep up with growth

A review of the change to focus on dispatchable generation and why this is
important

A discussion on short- and long-term market changes that may be adopted by
the PUC and ERCOT to incentivize generator investments

And an overview of potential Market Policy changes during the Legislative
Session.

D. Received a verbal update on the Good Neighbor Plan Rule, also known as the Cross-
State Air Pollution Rule, that included:

a.

Page 1of 2

An update on the Environmental Protection Agency’s (EPA’s) rejection of Texas’s
State Implementation Plan to reduce NOx emissions during summer months

A discussion on potential financial impacts to CPS Energy if we are forced to
operate under the Federal Implementation Plan

And a discussion on options and potential ERCOT requirements if the current
Texas Attorney General, Texas Commission on Environmental Quality (TCEQ) and
private entity lawsuits against the EPA’s rejection of the state plan are
unsuccessful in delaying implementation of the Federal plan.

Last Update: 5/11/2023

2023.04.10 OOC BoT Committee Meeting Executive Summary and Chair Report Prepared by Customer Strategy Chief of Staff Office
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E. Received an update on the proposed FY2024 Performance Measures that included:

a. An overview of the performance measures and a balanced approach to drive
performance

b. Adiscussion on three levels of performance measures which align to the
Corporate Strategic Objectives

c. And an overview of the proposed FY24 Board Measures.

The next meeting of the Operations Oversight Committee meeting is June 29, 2023.
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CPS®

AUDIT & FINANCE COMMITTEE (A&F)

EXECUTIVE SUMMARY AND CHAIR REPORT FROM THE APRIL 19, 2023 MEETING
PREPARED FOR CHAIR JANIE GONZALEZ
FOR REPORT AT THE MAY 22, 2023 BOARD OF TRUSTEES MEETING

The Audit & Finance Committee met on April 19, 2023. As part of the Audit & Finance Committee agenda,
the Committee:

A.
B.

Approved meeting minutes from the prior meeting held on Mach 2, 2022.

Provided an overview of FY2023 financial reporting & audit process. The external auditors from
KPMG and Shriver, Carmona & Co. were introduced.

Received the results of the external audit from KPMG. Informed that the external audit process
progressed more smoothly this year than the first year of the audit and there were no outstanding
matters, no uncorrected misstatements, no corrected misstatements, and no deficiencies identified.

Received an update on the Ethics Program, including a summary of the types and numbers of cases
that were opened and closed from February 1, 2023 through March 31, 2023, and a trend analysis
based on case category for FY2022 versus FY2023.

Provided a procurement preview of new contracts and future funding requests. The new contracts
were for civil engineering services, power generation scaffolding services, physical security services,
weatherization services, and wooden poles.

Provided an overview of the annual audit planning process, audit universe, and risk universe.
Informed that the Enterprise Risk Management Services (ERMS) enterprise risk landscape is
leveraged during the annual audit planning process. Approved the FY2024 proposed list of audit
projects.

Reviewed proposed revisions to the Audit & Finance Committee Charter (Charter) and agreed with
the revisions and moving forward with providing the revised Charter for approval in the consent
agenda at the May 22, 2023 Board meeting.

The next meeting of the Audit & Finance Committee will be held in July 2023.

Pagelof1
2023.04.19 Audit & Finance Committee Executive Summary and Chair Report vl
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CPSLe

EMPLOYEE BENEFITS OVERSIGHT COMMITTEE (EBOC)

EXECUTIVE SUMMARY AND CHAIR REPORT FROM THE APRIL 19, 2023 MEETING
PREPARED FOR COMMITTEE CHAIR JANIE GONZALEZ
FOR REPORT AT THE MAY 22, 2023 BOARD OF TRUSTEES MEETING

The EBOC met on April 19, 2023. As part of the EBOC agenda, the Committee:
A. Approved meeting minutes from the prior meeting held on March 3, 2023.

B. Reviewed the Action Items list from the meeting held on March 3, 2023.
The Committee also received presentations regarding:

C. ABenefit Plans Administrative & Financial Update, which highlighted the following topics: governance
overview; annual calendar review; CY 2022 audit results with an unmodified (“clean”) opinion by BDO
USA, LLP for each plan (Pension, Health, Life, & Disability); and trusts investment performance for
CY2022, since inception and YTD thru February.

D. An Administrative Committee (AC) Membership & Succession Planning update, including a
recommendation to revise the term that a member serves on the AC.

The next meeting of the EBOC will be held in July 2023.

Pagelofl Last Update: 5/05/2023
2023.05.22 May Board Meeting EBOC Board Chair Report v3 Prepared by: EBOC Liaison
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SUMMER 2023 PREPAREDNESS

PRESENTED BY:
EXECUTIVE LEADERSHIP TEAM

May 22, 2023

Informational Update I
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AGENDA Cps
- PREPAREDNESS OVERVIEW
- SUMMER WEATHER OUTLOOK

- TEAM READINESS:
o ENERGY SUPPLY
o ENERGY DELIVERY SERVICES
o CUSTOMER STRATEGY & COMMUNICATIONS

Our team will share an update on how we are
preparing for upcoming summer conditions.
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SUMMER PREPAREDNESS
OVERVIEW Cps

SAFETY

Heat-related illnesses (fatigue), snake / insect bites, emergency operations
preparation, hazardous driving conditions

OPERATIONAL

Weather and market forecasts, power plant readiness and ERCOT certification,
review business continuity plans, mitigation of material shortages, collaboration
with the Emergency Operations Center

EQUIPMENT

Inspection, testing, and tuning of power plants and critical assets, material staging,
inventory checks

We leverage lessons-learned to enhance system performance and

emergency response during significant events.
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ERCOT MARKET FORECAST
GROWING CONCERNS ON RESOURCE ADEQUACY

« The latest ERCOT
reports forecast
enough energy for
typical summer
weather

MW Resource Value vs Summer Peak Load
for Operational and Planned Generation Capacity

Aecnor Yakar i the imlaled Capecty of 2 IPMGrce Sype mtipled by
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« Risk is growing as
the customer
demand is outpacing
firm generation
supply, which is
leading to a growing
dependence on
renewables to serve
load

foen 6
ERCOT Public
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I lllustration of Long-Term Resource Adequacy Issue

Key Takeaways:

(2000-2008) more than
20,000 MW of net new
dispatchable thermal
generation added to
ERCOT grid.

(2008-2022) only 1,500
MW of net new
dispatchable thermal
generation added.

More than 48,000 MW
of net new solar and
wind added during this
same time period.
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PRELIMINARY WEATHER OUTLOOK Cp *
TE&’IPERATURES & PRECIPITATION ENERGY

Seasonal Temperature Outlook Q Seasonal Precipitation Outlook

Valid: Jun-Jul-Aug 2023 Valid: Jun-Jul-Awg 2023
Issued: April 20, 2023 _ Iuood April 20, 2023
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Above normal temperatures and improvement to drought is expected. -
No clear signal for precipitation, with equal chances that rainfall could

be below, near, or above normal.
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SUMMER TROPICAL OUTLOOK C S
EL NINO DEVELOPING ENERGY

El Nifio is characterized by unusually warm
i~ ) ) ) ocean temperatures along the Equatorial Pacific.
« EIl Nino causes hlgh wind shear in This image shows a strong EI Nifio in 2016.

most of the Atlantic Basin which =
helps to tear storms apart.

 Near to below average hurricane
season is expected due to El Nino.

Image courtesy of NOAA/NESDIS
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TEAM READINESS:

ENERGY SUPPLY
ENERGY DELIVERY SERVICES
CUSTOMER STRATEGY & COMMUNICATIONS

—
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CpPS

ENERGY

ENERGY SUPPLY
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ENERGY SUPPLY :
SUMMER READINESS CQE§

Our Summer Peak Position

« Demand Response programs tested and ready.
23% (1300 MW)
« Reserve capacity available to manage Reserve Capacity
uncertainty such as extreme weather and unit
outages.
6,900
MW
* Provisions for fuel supply in place.
« Coordinating with natural gas pipeline
operators to manage pipeline outage risk.

Resources Expected
Available Peak Demand
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READINESS OF PLANTS C S
RELIABLE & RESILIENT OPERATIONS ENERGY

« Team prepares for summer from February - May.

* Planned unit maintenance and inspections are complete.
* Plant systems and equipment checked.

« Support contracts have been established.

« Plant operating plans updated.

« Our ERCOT certification will be received by June 1.

Critical Component Employee Equipment
Improvements

Preparations
L e —

Maintenance
/ > e
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OPERATIONS

Workforce Readiness
« Summer safety topics
« Vehicle and equipment inspections

Restoration Materials
« Stocking material levels

System Improvements
« Work prioritization
» Critical work order completion

Employee Preparations

Critical Component Improvements/

Prioritization of materials and work orders

will be a key component of our team’s success.
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OPERATIONS & RELIABILITY

Load Shed

« Maintain increased capacity

« Maintain readiness
Trainings

« Load shed

« ERCOT-led Blackstart
Drills & Exercises

« City of San Antonio Emergency
Operations Center summer planning
meeting

« Incident Management Team severe
event exercise
« ERCOT outage coordination meeting

. i i Arc & Spark demo for
ERCOT hurricane drill San Antonio Fire Department

Communication and collaboration with our partners are critical

components of our preparedness initiatives.
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CUSTOMER FOCUS

OPERATIONAL
EVOLUTION

Conservation
Network

Demand response

Critical customer
support

Enhance support
for high energy
burden

Awareness of plant
and infrastructure
summer readiness

Continued data
efforts to provide
customer and
community insights

MAY 22, 2023 BOARD MEETING - REGULAR AGENDA

—

Ce-]

FINANCIAL
STABILITY

Continued
collections
activities
Education on safe
consumption and
conservation

Ongoing awareness
of bill assistance

Customer payment
and rate reviews

&t
ca%

CUSTOMER
EXPERIENCE

Beat the Heat
Communications &
Marketing
Campaign

Targeted outreach

Online
management tools

Customize
solutions to adapt
to seasonal heat
conditions

Ongoing
development for
situational
awareness

'5‘:"“

TEAM
CULTURE

Townhalls

Optimize staffing to
support summer
peak conditions

Empower
employees to share
energy savings
information

cps

NERGY

COMMUNITY

PARTNERSHIP &
GROWTH

Tailored education
series

Partner with
nonprofits and
community
agencies

Sponsor STEAM
school events

Engage
stakeholders to
share our
information

We will connect our customers to resources to lower their
energy bills and peak power demand throughout summer.
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MP

®
cps$®
= ” ENERGY

* Mall kiosks

o BLE NG
NG TROUBLE PAYIR
AN NERGY BILL?

Direct to customers Bus ads

We are expanding our communications tactics to reach more customers

about how to save energy, save money, and stay safe this summer.
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CPS$3

Thank You

—
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GLOSSARY / DEFINITIONS Cps

ERCOT Electric Reliability Council of Texas
MDT Mobile Data Terminal

PUC Public Utility Commission
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SUPPLY CHAIN IMPACTS TO DEVELOPMENT

PRESENTED BY:

Maria Stanton Karma Nilsson, PE
VP, Supply Chain VP, Customer Value Optimization

May 22, 2023

Informational Update -
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AGENDA CPSW

 SUPPLY CHAIN CONSTRAINTS
o MATERIAL IMPACTS
o MITIGATION EFFORTS
o DISTRIBUTION TRANSFORMERS
o GOVERNMENT RESPONSE
- CUSTOMER IMPACTS
o PROJECTS & TRANSFORMERS
o ONGOING MITIGATION STRATEGIES

Our team remains focused on mitigating potential supply chain

shortages that will impact our community.

e

P
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SUPPLY CHAIN CONSTRAINTS CPS
MATERIALS IMPACTED _ ENERGY

« Distribution transformers

- Large insulated cable

« Wooden and steel poles

« Gas risers and regulators

« Commercial/industrial meter cans
« Subdivision construction materials

2"; -l
Single-phase transformers
on production line

Our team remains engaged with our developer customers
to ensure two-way communication and updates.
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OUR TEAM'S MITIGATION EFFORTS CPS

« Increased diversity of material sourcing (second and third contracts
for items) and expanded list of vendors and manufacturers

« Continuous review of alternate materials and/or vendors
* Procurement of components and assembling final product in-house
« Review of customer-referred material for potential use

« Recertification and reuse of equipment

e

We are committed to finding every possible solution to mitigate thé
growing supply chain issues facing our industry.

M
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DRIVERS OF CONSTRAINTS
DISTRIBUTION TRANSFORMERS CPS

llllllll

Primary drivers: raw material and labor POWER
shortages, compounded by our booming Supply of critical equipment and materials is

growth (50% higher materials use decreasing while demand continues to grow,

compared to 2019) widening the gap between what is available and
what is needed.

Competing with: system hardening; 5G oo

projects; growth in other systems; US Utility Supply Chain Chaos

Infrastructure Bill; Inflation Reduction ACL;  suor s of e ransfomers s conceraing, but it not theonly challenge elecri

utilities face when it comes to supply chain.

EV demand for raw materials and
manufacturing time

J’T-n:ms Public Radio

Home builders advised of transformer
supply shortages /
Our communication efforts began in 2021 via our Newsroom and
outreach to our local media partners.

—
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SUPPLY CHAIN CONSTRAINTS .
GOVERNMENT RESPONSE CPS

« Although the DOE engaged and considered use of the Defense Production Act
to rapidly produce electric transformers, it instead prioritized domestic
production of electric heat pumps and printed circuit boards for energy
efficiency

« Unintended consequences: DOE’s proposed new standard of amorphous
steel cores in transformers, more energy efficient but heavier than traditional,
grain-oriented electrical steel, will require thicker poles

SOENCE & WO RTION ENERGY ECONOMY SECUBTY & SAFETY 0 SAVE ENERGY, SAVE MONEY (1

RELEASE

IMMEDIATE RELEASE

Defense Production Act Title Il Presidential Biden-Harris Administration Announces

Determination for Printed Circuit Boards and $250 Million Investment From Inflation

Advanced Packaging Production Capability Reduction Act For Domestic Heat pump
M 2120531 € 9 Manufacturing

President Joe Biden sipned a presidential determination (PD) authorizing the use of Defense NOVEMIE R
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CUSTOMER IMPACTS .
SINGLE-PHASE, PAD MOUNT TRANSFORMERS CPS¢P

ENERGY

SINGLE PHASE UNITS

Primary Use: New subdivision Lead times up to 12 months
construction requiring numerous
transformers 225 3 454
1 4
FI’\]RECI)E:II)EICI:\J.I;;S TRANSFORMERS
Customer Segment: new TRANSFORMERS NEEDED
subdivision developers, multi-
family unit developers &
645* 4,339
TRANSFORMERS TRANSFORMERS
IN STOCK ON ORDER

Working 6-days/week to
install transformers &

complete customer
projects

All Data as of May 5, 2023
*not including stock reserved for restoratio
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CUSTOMER IMPACTS .
THREE-PHASE, PAD MOUNT TRANSFORMERS CPS¥P

ENERGY

Primary Use: New commercial & THREE PHASE UNITS
industrial construction with large Lead times up to 24 months
loads
136 147
PROJECTS
Customer Segment: commercial & NEEDING TRANSFORMERS
g - TRANSFORMERS NEEDED
logistics operations,
medical/hospitals, manufacturing,
electric vehicle chargers 89* 211
TRANSFORMERS TRANSFORMERS
IN STOCK ON ORDER

Customer-referred
material program has
resulted in the purchase

of an additional 22
transformers

All Data as of May 5, 2023 —
*not including stock reserved for restoration
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CUSTOMER IMPACTS cps¢
ONGOING MITIGATION STRATEGIES

Continue keeping customers informed
Adjusted transformer design specifications to increase available units
Modified electric infrastructure designs to allow partial electrification

Ability for queue developers to swap like units among their own projects and with
other developers

Established a voluntary, residential development online waiting list to increase
transparency on the numbers of units and projects in the queue

Early load identification for future projects
Advocated for support from the Texas legislature, as well as the U.S. Congress to
incentivize increased manufacturing '

Our commitment to a transparent and equitable process has led to
better communications with our developers as we work through this

issue to lessen these impacts on our community.
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CpsS

Rudy Garza
Interim Pregident & Chief Executive Officer [CED)

February 14, 2022

M. Shawn Mazard

Emergency Manapensent Coordinator
Public Ueility Comastssion of Texas
P.O.Box 13326

Austin, TX 78711

Dear Mr. Hazard:

Since the beginning of the pandemic, CPS Energy has been appreciative of the work the Public Utility
Commission of Texas (PUC) has undertaken to promote greater commuricacion and coordination with
wtilities. To that end. and In response to your previous request that wtilites notify you of any supply chaln
constralnes that mag affect our opevationd, | write 1o inform veu that CPS Esergy’s Invenitory of
transfomuers is b ing depleted. Whille we ate not yet without additiceal wransformers, 1 am radsing the
Essue to update the PUC and In case other utlities are experiencing similar issues.

With rigerous planning. CPS Energy has thus Tar anaged 1o forestall the threat of resource scarcity, Now,
though, the duration of shortages, comp d by the b 1g growth in our reglon. presents possible
complicaticns. As manufacturing production remains redusced, our stockplle of materials grows smaller,
which may npede new developmesnt in San Antonio and would be problesnatic in the event of an
emerpency. Furthermore, because CPS Energy’s electricity generation produces unique voltage evels, our
specific transfermers can be harder to acquire, making those few we Rave In reserve more critical

| present this matter to emsure the PUC is appeised of the sihaation. Our best assessment as to why we are
experiencing this reduction in supply is due 10 2 growing shortage of raw materials sech as steel Jogestical
challenges with delivery. and lingering COVID-rolated abaeetoeissn s manufacturing faclities, botk
domestic and overseas.

My tesn and | e avadlable 1o speak further and welcone the sppoctunity 16 woak with the PUC asd other
wtilities on ideas for collectively addressing supply chaln smzes. On behalf of the entire CPS Energy team. |
appreciate your work and attention to this matter.

Sincerely,

_.-'_"_._J_...\,-t g ol
Rudy Garza
Interim President & CEQ

©C:  CPS Energy Board of Trestoes

CPS Enpergy Board Relations
Bexar County Suve Delegation

%00 McCuliough & San Antondo, Texas 78214
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PRESENTED BY:

Cory Kuchinsky, CPA
Chief Financial Officer & Treasurer

May 22, 2023
ntomations vnins




MAY 22, 2023 BOARD MEETING - REGULAR AGENDA

AGENDA cpsy
« INVESTOR RELATIONS

 J.P. MORGAN INVESTOR FORUM HIGHLIGHTS

- SUMMARY

—
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INVESTOR RELATIONS CPS$Y

Create awareness and understanding of our company
among the investor community

« Maintaining access to firms looking to invest funds on
behalf of their investors is critical to supporting our g
community investments and funding needs 54

« Examples of investment firms holding our bonds:
o Vanguard
o Blackrock
o Capital Group
o Northern Trust

Rudy Garza & Cory Kuchinsky presenting

« Week of May 22 transactions:
o Commercial Paper Refunding
o Bond Tenders
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J.P. MORGAN INVESTOR CPS¢e
FORUM

 Opportunity to engage with both major | : 1 PMorgai

J.P. Morgan Public Finance

holders and potential investors who have  ansportation & utility lnvestor Forurm

HoAted by Corporate B kevestment Bank, Potic France

a focus in the utility space 270t et 41

« Topics of investor interest included:

o Impact of potential Texas legislative
changes

o Potential future rate increase Cory Kuchinsiy, Rudy Garea, Eugene Dias, e Johnson
o Possible ERCOT / PUC changes

o Generation plan updates
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SUMMARY CpsS¢y

Participating in these events provides an opportunity to engage
in valuable interactions with both current and prospective
investors

Increases investor relations and interest in our debt that
supports our capital spending on infrastructure for our growing
community

Great timing to meet with the investor community as we are
entering the market for our Commercial Paper Refunding and

Bond Tender transactions
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