MINUTES OF THE
KERRVILLE PUBLIC UTILITY BOARD
REGULAR MONTHLY MEETING
WEDNESDAY, NOVEMBER 20, 2019, AT 8:30 A.M.

KPUB CONFERENCE ROOM
KERRVILLE PUBLIC UTILITY BOARD OFFICES
2250 MEMORIAL BLVD.
KERRVILLE, TEXAS

TRUSTEES PRESENT: STAFF PRESENT:
Fred Gamble Mike Wittler, General Manager and CEO
Bill Thomas Jill Sadberry, Chief Financial Officer
Philip Stacy Tommy Nylec, Chief Engineer
Mark Cowden Gerald Bryla, Controller
Mayor Bill Blackburn Tammye Riley, HR Manager

Jo Anderson, Customer Service Manager

Allison Bueché, Marketing Manager

Lidia S. Goldthorn, Assistant Secretary to the Board
TRUSTEES ABSENT: OTHERS PRESENT:

Steve Schulte, Legal Counsel
Gilbert Salinas, KEDC

1. CALL TO ORDER:

Mr. Fred Gamble, Chairman, called the Regular Monthly Meeting to order at 8:30 a.m.
2. PLEDGE OF ALLEGIANCE:

3. APPROVAL OF MINUTES:

The Trustees reviewed the minutes of the October 16, 2019 Regular Monthly Board Meeting.
Philip Stacy, Secretary, motioned to approve the minutes. Mark Cowden, Treasurer, seconded the motion.
Vote was by a show of hands. Motion carried 5 — 0.

4. CITIZEN/CONSUMER OPEN FORUM:

There were no citizens/consumers to speak.
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S. ANNOUNCEMENTS OF COMMUNITY INTEREST:

Mr. Wittler advised that he attended the Engie Solar Project ground breaking. Mr. Wittler advised
that Mayor Blackburn presented a Proclamation for National Apprenticeship Week, honoring KPUB
employees who are enrolled in the apprenticeship program. He also advised that Work Order Clerk Norma
Martinez completed a three-year certification program last month. The Employee Christmas Party will be
on December 6. The December Regular Monthly Board Meeting is scheduled for Wednesday, December
18,2019 at 8:30 a.m. There were no other announcements.

6. QUARTERLY REPORT FROM THE KERRVILLE ECONOMIC DEVELOPMENT
CORPORATION (KEDC) — GILBERT SALINAS, COO:

Mr. Salinas provided an end of year report to the Board. Mr. Salinas gave a review of active
projects being developed as well as prospect leads. He also advised that KEDC has been meeting with local
industry companies as well as local, state and federal agencies. Mr. Salinas has hosted site selectors and
other economic development agencies to bring more prospects to Kerrville. He advised they are helping to
connect applicants and employers as well as highlighting residential options needed for prospective
workforce. Board members thanked Mr. Salinas for his efforts.

7. CONSIDERATION AND ACTION ON RESOLUTION NO. 19-20 — JILL SADBERRY,
CFO:

Ms. Sadberry presented this month’s wire transfers for operating expenses to the Board. Mr.
Cowden motioned for approval of Resolution No. 19-20. Bill Thomas, Vice Chairman, seconded the
motion. Vote was by a show of hands. Motion carried 5 — 0.

8. FINANCIAL REPORT — JILL SADBERRY, CFO:

Ms. Sadberry presented Financial Statements (unaudited) for the Fiscal Year 2020 through
October 31, 2019. Ms. Sadberry reviewed the Statements and Balance Sheets for the month. She stated at
October 31, 2019, operating expenses, excluding power cost, were below budget by $165,085.59 or by
17.22%. The balance in the over-collected power cost was $2,809,393.13. Ms. Sadberry noted the balance
in the Rate Stabilization Fund was $1,885,402.35. The Debt Service Coverage was 19.56 for the month
and 19.56 for the Fiscal Year.

9. CONSIDERATION AND ACTION ON SEPTEMBER QUARTERLY FUNDS REPORT —
JILL SADBERRY., CFO:

Ms. Sadberry presented the summary pages on the Quarterly Funds Report for the quarter ending
September 30, 2019; which summarizes the fund investments. Ms. Sadberry advised KPUB is required by
state law to present the quarterly report for the Board’s acceptance after review by the Investment
Committee. This item did not require a motion and second because it was being submitted for Board
approval by the Investment Committee. Vote was by a show of hands. Motion carried 5 — 0.

10. QUARTERLY REPORTS: ENGINEERING AND OPERATIONS PROJECTS — CAPITAL
BUDGET SUMMARY., CUMULATIVE PURCHASING ACTIVITY, AND RELTABILITY
- TOMMY NYLEC, CHIEF ENGINEER:

Mr. Nylec presented a spreadsheet summarizing spending for the Capital Budget through the fourth
quarter of fiscal year end 2019. Mr. Nylec also presented a spreadsheet summarizing disbursements by
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check with cumulative activity to payees above $10,000.00 for the period October 1, 2018 through
September 30, 2019 by month. He highlighted the airport underground project; which was delayed and
projected to put the total capital budget at 60% spent upon its completion. He also advised that the Hunt
Station project is completed. Also provided at the Board’s request was a quarterly check register of single
payments over $10,000.00 to accompany the cumulative report. Mr. Nylec also presented the quarterly
reliability reports summarizing industry performance indices by substation, feeder, and entire system by
month. In the monthly summary, total number of customers connected was also reflected. Service
summary also identified common outage causes and Major Event Day threshold, including the day the event
occurred.

11. CONSIDERATION AND ACTION ON IDENTITY THEFT POLICY AND PROCEDURES
—JO ANDERSON, CUSTOMER SERVICE MANAGER:

Mrs. Anderson advised that as part of KPUB’s Identity Theft Prevention Program, the Customer
Service Department verifies a customer’s identity by running an ONLINE Information Utility Exchange
report. For that purpose, KPUB has had an agreement in place with ONLINE Information Services since
October of 2008. During the last twelve months, KPUB has processed 2,236 identity verification checks
with zero issues. The total cost including monthly fees was $4,420.95. The Identify Theft Committee met
on November 11, 2019 to review the Identity theft Prevention Policies and Procedures. Based on that
review, there is no recommendation for any changes to the existing program.

Mr. Stacy motioned for approval to continue under the current policy and procedures. Mr. Cowden
seconded the motion. Vote was by a show of hands. Motion carried 5 — 0.

12. CONSIDERATION AND ACTION ON EMPLOYEE INCENTIVE PLAN PAYMENTS
FOR FY 2019 - TAMMYE RILEY, HR. MANAGER:

Ms. Riley reviewed the spreadsheet submitted summarizing the results and proposed payout for
each department for the FYE 2019 Employee Incentive Plan. She advised this is the sixth year for the
employee incentive plan to be implemented. All forty-three eligible employees have qualified to receive
incentive pay for the fiscal year. Two have been promoted or transferred from an eligible position to another
eligible position and will receive a combination of the payments for which they are eligible, prorated
according to time spent in each position during the Plan Year. Mr. Cowden moved to approve the Employee
Incentive Plan payments as recommended. Mr. Stacy seconded the motion. Vote was by a show of hands.
Motion carried 5 — 0.

13. CONSIDERATION AND ACTION ON MANAGEMENT INCENTIVE PLAN PAYMENTS
FORFY 2019 — MIKE WITTLER, CEO:

Mr. Wittler reviewed the spreadsheet submitted summarizing the results and proposed payout for
the FYE 2019 Management Incentive Plan. Mr. Stacy moved to approve the Management Incentive Plan
payments as recommended. Mr. Cowden seconded the motion. Vote was by a show of hands. Motion
carried 5 — 0.

14. CONSIDERATION AND ACTION ON REVISION ON ECONOMIC DEVELOPMENT
RATE — MIKE WITTLER, CEO:

Mr. Wittler advised that staff has been in contact with the organization redeveloping the Arcadia
Theater since May 2019 to determine if their project will be eligible for the KPUB Economic Development
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Rate. The new Economic Development Rate that was approved last year was intended to support expansion
of primary jobs, significant electric load additions, and development of the Kerrville TIRZ District. As it is
currently written, the rate requires customers to be open to the public at least four days per week including
at least one day on the weekend and until at least 8:00 pm each day the business is open. The theater will
probably not meet this requirement, but its impact to the downtown area is likely to be much more significant
than typical retail, arts, and entertainment businesses in the area. Staff recommended approval of Resolution
No. 19-21, requesting that this requirement be revised as shown in the attached redlined document to allow
the Board more flexibility in determining the impact of a potential customers and their eligibility for the
Economic Development Rate.

Mayor Bill Blackburn motioned for approval of Resolution No. 19-21. Mr. Stacy seconded the
motion. Vote was by a show of hands. Motion carried 5 — 0.

15. MOTION AND VOTE TO RECESS THE PUBLIC MEETING AND RECONVENE IN AN
EXECUTIVE CLOSED SESSION:

L EXECUTIVE CLOSED SESSION — COMPETITIVE MATTERS:

In accordance with Texas Statutes Subchapter D, chapter 551, Government Code Section
§551.086, the Kerrville Public Utility Board will recess to discuss and take any necessary
action on the following “Competitive Matters”:

A. Effective Fuel and Purchased Power Agreements and Fuel Transportation
Arrangements and Contracts;

0" Consideration and Action on Wholesale Purchase Power Contracts —
Mike Wittler, CEO:

Chairman Gamble asked the Board of Trustees if he had a motion that the Board convene in
Executive Closed Session to discuss “Competitive Matters™ in accordance with Texas Statues Subchapter
D, Chapter 551, Government Code Section §551.086. Mr. Cowden so moved. Mr. Stacy seconded the
motion. Vote was by a show of hands. Motion carried 5 — 0.

The Board entered Executive Closed Session at 9:20 a.m. Chairman Gamble adjourned the
Executive Closed Session and reconvened into Open Session at 9:33 a.m.

12. ADJOURNMENT

Chairman Gamble adjourned the Regular Board Meeting at 9:33 a.m.

Date Approved:

Fred Gamble, Chairman

ATTEST

Lidia S. Goldthorn, Assistant Secretary to the Board
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TO:

MEMORANDUM

Fred Gamble

Bill Thomas

Philip Stacy

Mark Cowden

Mayor Bill Blackburn

FROM: Jill Sadberry

DATE:

December 11, 2019

SUBJECT: Agenda ltem #6 - Resolution No. 19-22

Presented for your review, wire transfers for operating expenses.

L.

WIRE TRANSFERS - Operating Expense

ERCOT-CRR Auction Invoice
Paid November 20, 2019 Transfer from TexPool Investment Fund
to ERCOT.

ERCOT-CRR Auction Invoice
Paid December 11, 2019 Transfer from TexPool Investment Fund
to ERCOT.

LCRA - Power Cost Billing 10/01/2019 to 10/31/2019
Paid November 29, 2019 Transfer from TexPool Investment Fund
to LCRA.

CPS ENERGY - Power Cost Billing 10/01/2019 to 10/31/2019.
Paid November 22, 2019 Transfer from TexPool Investment Fund
to CPS ENERGY.

NEXTERA - Power Cost Billing 10/01/2019 to 10/31/2019.
Paid November 20, 2019 Transfer from TexPool Investment Fund
to NEXTERA.

CITY OF GARLAND - Power Cost Billing 10/01/2019 to 10/31/2019.

Paid November 29, 2019 Transfer from TexPool Investment Fund
to CITY OF GARLAND.

3,097.47

76,832.43

523,859.37

957,868.95

485,088.00

309,238.72
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IV.

DG TEXAS SOLAR, LLC - Power Cost Billing 07/01/219 to 07/31/2019.
Paid December 10, 2019 Transfer from TexPool Investment Fund
to DG TEXAS SOLAR, LLC. $ 8,510.23

DG TEXAS SOLAR, LLC - Power Cost Billing 08/01/219 to 08/31/2019.
Paid December 10, 2019 Transfer from TexPool Investment Fund
to DG TEXAS SOLAR, LLC. $ 10,559.09

DG TEXAS SOLAR, LLC - Power Cost Billing 09/01/219 to 09/30/2019.
Paid November 25, 2019 Transfer from TexPool Investment Fund
to DG TEXAS SOLAR, LLC. $ 53,065.23

CENTENNIAL BANK — Transfer from TexPool to Centennial Bank.
Paid December 22, 2019. $ 500,000.00

WIRE TRANSFERS — Investments

A. Transfer from Centennial Bank Revenue Fund to TexPool Investment Fund:
Date Principal
November 18,2019 $ 200,000.00
November 22,2019 300,000.00
December 02, 2019 500,000.00
December 06, 2019 300,000.00
December 09, 2019 400,000.00

WIRE TRANSFERS - Payroll

Automated Clearing House for Pay Periods Ending:

November 15, 2019 $ 103,666.70
November 27, 2019 - EIP/MIP $ 51,837.31
November 29, 2019 $ 112,587.42
WIRE TRANSFERS - Payroll - Federal Reserve Bank
Federal Withholding and FICA for Period Ending:
November 15, 2019 $ 34,784.43
November 27, 2019 - EIP/MIP $ 26,775.25
November 29, 2019 $ 37,576.67
WIRE TRANSFER - Comptroller of Public Accounts
2019 - Sales and Use Tax — Paid 12/06/2019 $ 72,264.37
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VI.  WIRE TRANSFER - TMRS and TML

Texas Municipal Retirement System (TMRS)
Retirement Plan Contribution
for the month of November — Paid 12/06/2019 $ 113.533.32

Texas Municipal League (TML)
Monthly Premium - Medical, Dental, Vision and Life
for the month of November — Paid 12/09/2019 $ 54,962.04

If you have any questions on the items presented for payment, I will be happy to answer them at

your convenience.

ill Sadberry
Chief Financial Officer

Sincerely,
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RESOLUTION NO. 19-22

A RESOLUTION OF THE KERRVILLE PUBLIC UTILITY BOARD CONFIRMING AND
AUTHORIZING THE PAYMENTS OF INVOICES AS APPROVED AND PRESENTED BY
THE CHIEF FINANCIAL OFFICER AND GENERAL MANAGER / CEO.

WHEREAS, the providers of services or material have submitted invoices for payment;
and

WHEREAS, the Chief Financial Officer or General Manager/CEO has reviewed the invoices
and approved payments for services rendered or material received.

WHEREAS, the items marked “Paid” have been previously approved by the Board and are
included in this Resolution for information; now, therefore,

BE IT RESOLVED BY THE KERRVILLE PUBLIC UTILITY BOARD THAT:

Section 1. That the Kerrville Public Utility Board review payment of the items set forth on
the preceding Schedule.

Section 2. That the Kerrville Public Utility Board instructs the General Manager/CEO or
his designee to make said payments and ratifies the payment of the items marked “Paid.”

Section 3. This Resolution shall take effect immediately from and after its passage.

PASSED, APPROVED AND ADOPTED on this 18" day of December, 2019

Fred Gamble, Chairman
ATTEST:

Philip Stacy, Secretary
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MEMORANDUM

To: Fred Gamble
Bill Thomas
Philip Stacy
Mark Cowden
Mayor Bill Blackburn
From: Jill Sadberry
Date: December 10, 2019
Re: Agenda Item No. 7 — Resolution No. 19-23

Resolution No. 19-23 is presented for your consideration. This Resolution is a statement
that confirms action taken by the Utility Board and makes an Open Meeting statement on
the matters of authorized Bankers and Dealers.

This authorization is an annual requirement for our investment services under current
Texas Statutes.

Sincerely,

O dodoony”

Jill Sadberry

9



RESOLUTION NO. 19-23

A RESOLUTION OF THE KERRVILLE PUBLIC UTILITY BOARD APPROVING THE
AUTHORIZED BROKERS AND DEALERS FOR INVESTMENT PURPOSES FOR THE
SYSTEM.

WHEREAS, The Kerrville Public Utility Board has approved and executed agreements with
Hilltop Securities, Inc., Local Government Investment Cooperative (LOGIC), and TexPool for
investment services; and

WHEREAS, the Kerrville Public Utility Board wishes to continue the relationship with
Hilltop Securities, Inc., LOGIC, and TexPool; now, therefore,

BE IT RESOLVED BY THE KERRVILLE PUBLIC UTILITY BOARD THAT:

Section 1. The Kerrville Public Utility Board approves Hilltop Securities, Inc., LOGIC, and
TexPool as the Board’s official authorized Brokers and Dealers.

Section 2. This Resolution shall take effect immediately from and after its passage for a
period of one year from the approval date.

PASSED, APPROVED AND ADOPTED on this 18 day of December, 2019

Fred Gamble, Chairman
ATTEST:

Philip Stacy, Secretary
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MEMORANDUM

To: Fred Gamble
Bill Thomas
Philip Stacy
Mark Cowden
Mayor Bill Blackburn
From: Jill Sadberry
Date: December 10, 2019
Re: Agenda Item No. 8 — Financial Report

Operating income for the month of November is $44,204.16, which is above budget by
$32,440.69. Net income for the month is $83,899.69, which is above budget by
$24,864.69. Year to date operating income is above budget by $545,608.74 and net income
is above budget by $538,846.10.

For the year, kWh sales are above budget by 15,827,662 kWhs, or by 22.86%.

At November 30, 2019, operating expenses, excluding power cost, are below budget by
$89,067.44 or by 4.64%.

The balance in the over collected power cost at November 30, 2019 was $2,613,751.49.
The balance in the Rate Stabilization Fund is $1,887,324.34.

Debt service coverage for November is 9.01. The coverage factor for the fiscal year is
15.21.

Sincerely,

Jill Sadberry
Chief Financial Officer

an
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MEMORANDUM

To: Fred Gamble
Bill Thomas
Philip Stacy
Mark Cowden
Mayor Bill Blackburn

From: Howard Hall
Date: December 12, 2019
Re: Agenda Item No. 9 — Approval and Reporting of Purchases and Sales

Presented for your consideration and review are the recommendations for purchase of
goods or services.

A. Fleet Purchase. Staff is recommending the approval of a purchase order to
Altec, Inc. for a total of $159,889.00 to purchase a 2020 Ford F-550 bucket
truck. Truck specifications meet those of the Texas Multiple Award Schedule
(TXMAS) which is a cooperative purchasing program through the Texas
Comptroller of Public Accounts designed to meet statutory competitive
procurement requirements. This unit will replace Unit 3236 2014 Dodge 5500
Bucket Truck with over 100,000 miles and close to 4000 hours. A total of
$180,000.00 was budgeted for this purchase.

B. Fleet Sale. The following vehicle was auctioned and sold thru JJ Kane
Auctioneers. Unit 3206, 2006 F-150 4X4 Pick Up for $4,275. The amount

mentioned is the price after the auctioneer percentage was deducted from
the sale price.

Please let me know if you have any questions or concerns.

Sincerely,

owmorHiadl

Howard Hall
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MEMORANDUM

To: Fred Gamble
Bill Thomas
Philip Stacy
Mark Cowden
Mayor Bill Blackburn

From: Mike Wittler

Date: December 12, 2019

Re: Agenda Item 10 — Consideration and Action on Employee Incentive Plan
for FY 2020

Attached is the draft Employee Incentive Plan (EIP) for FY 2020. If approved by the
Board, this will be the seventh year of the EIP for non-management personnel. Each
employee would again be eligible for up to 3.0% of their annual base salary depending on
goal achievement. The goals have been revised based on department needs, the goal
attainment for the FY 2019 EIP and historical performance.

Please let me know if you have any questions or concerns.

Sincerely,

# 7

Mike Wittler, P.E.
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FY 2020 EMPLOYEE December 18, 2019
INCENTIVE PLAN

KERRVILLE PUBLIC UTILITY BOARD
EMPLOYEE INCENTIVE PLAN
FISCAL YEAR 2020

Supersedes all prior Employee Annual Incentive Plans

Plan Objectives

The purpose of this Plan is to provide additional motivation and incentive for non-
management employees of KPUB to achieve or exceed the Company’s goals and
objectives for the fiscal year; to establish objectively verifiable measures of performance
for positions eligible under the Plan; and to foster teamwork among nonexempt employees
in attaining the Company’s strategic plans.

Plan Year

The Plan Year for this Plan begins on October 1, and ends on September 30, coinciding
with KPUB’s fiscal year.

Plan Administration

The Personnel Committee (Chairman, Vice-Chairman, and General Manager) shall review
the Plan annually and recommend changes, if any, to the Plan for adoption by the Board of
Trustees. The Personnel Committee shall ensure the Plan represents the appropriate levels
of accomplishment consistent with the Company’s historical performance, strategic goals,
operating environment and stewardship responsibility. The Board of Trustees may modify
or terminate this Plan or any provision herein at its discretion.

The Board will endeavor to make any adjustments to this Plan as soon as possible after the
beginning of each fiscal year.

Positions Eligible for Participation

All KPUB employees not covered by the Management Incentive Plan are eligible to
participate in this Plan. Occupants of these positions must be full-time employees on the
payroll on the day the Board of Trustees approves payment of the annual incentives under
the Plan. An otherwise-eligible participant will be rendered ineligible for any payments
under this Plan if, within the six months preceding the last day of the Plan Year, s/he has
received a disciplinary notice advising that his/her employment is in jeopardy.

Approved by the Board on Approved by the Personnel Committee on
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Pro Rata Awards

If an individual is promoted or transferred from an eligible position to another eligible
position, the Incentive Plan payment will be a combination of the payments for which s/he
is eligible, prorated according to time spent in each position during the Plan Year.
Employees who start their employment or take an unpaid leave of absence during the Plan
Year will receive a prorated award based on the number of full months that they were paid
for. Should an individual be demoted during a Plan Year, his/her eligibility for an Incentive
Plan payment, if any, and the amount of the payment will be determined by the General
Manager/CEOQ in his discretion.

Goals/Performance Factors

An individual’s entitlement to an Incentive Plan payment will be measured by the
individual’s departmental or individual goals. The calculated percentage to which an
individual will be entitled under the Incentive Plan will be multiplied by the maximum
Incentive Plan payment to which the individual is entitled, by department. The maximum
Incentive Plan payment for which an individual is eligible is 3.0% of their base pay,
(excluding overtime and shift differential).

Each goal listed for a department is assigned a weight to reflect the importance of the goal
to the individual’s overall performance, with the combined weight-ratings totaling 100%.
The achievement level of each goal will also be measured against a Target level of
achievement, a Threshold (below-Target) level, and an outstanding (above-Target) level.
An individual who meets Target with respect to a particular goal will receive the full weight
assigned to that goal. An individual who achieves only the Threshold for that goal will
receive half the weight assigned to the goal, and an individual who achieves Outstanding
results will receive one-and-one-half times the weight assigned to the goal. Payout at the
Outstanding achievement level can only be used to make up for goals that do not meet the
Target level, i.e. an individual cannot be awarded more than the maximum percentage of
their annual base pay. Unless specifically noted for a goal, there is no prorating between
the Threshold and Target or the Target and Outstanding achievement levels. No weight
will be given for performance below the Threshold level for a goal. An individual who has
not met Threshold level cannot meet Target level, and an individual who has not met
Threshold and Target levels cannot meet Outstanding level.

Schedule for Payments Under Plan

Incentive Plan payments will be made to all eligible participants as soon as practicable
following the end of the fiscal year.

Publication of Plan

Upon the Board’s adoption of this Plan each fiscal year, including any adjustments thereto,
the Plan will be posted on the employee bulletin boards, located in each building.

Approved by the Board on Approved by the Personnel Committee on
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Emplovment Not Affected

Nothing in this Plan shall be deemed to confer on any employee a right of continued
employment or affect the right of KPUB to terminate the employment of any employee at
any time, with or without cause or prior notice.

Approved by the Board on Approved by the Personnel Committee on
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MEMORANDUM

To: Fred Gamble
Bill Thomas
Philip Stacy
Mark Cowden
Mayor Bill Blackburn

From: Mike Wittler

Date: December 12, 2019

Re: Agenda Item 11 — Consideration and Action on Management Incentive
Plan for FY 2020

Attached is the draft Management Incentive Plan (MIP) for FY 2020. Proposed changes
include:

e Add/remove various individual goals and adjust percentages.

o Adjust O&M goals to consider past performance, current budget, and APPA
Financial Metrics survey.

e Goals have been revised based on the goal attainment for the FY 2019 Incentive
Plans and historical performance.

Please let me know if you have any questions or concerns.

Sincerely,

K Lt

Mike Wittler, P.E.
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FY 2020 MANAGEMENT December, 18, 2019
INCENTIVE PLAN

KERRVILLE PUBLIC UTILITY BOARD
MANAGEMENT INCENTIVE PLAN
FISCAL YEAR 2020

Supersedes all prior Management Annual Incentive Plans

Plan Objectives

The purpose of this Plan is to provide additional motivation and incentive for designated
members of the management of KPUB to achieve or exceed the Company’s goals and
objectives for the fiscal year; to establish objectively verifiable measures of performance
for positions eligible under the Plan; and to foster teamwork among key members of
management in attaining the Company’s strategic plans.

Plan Year

The Plan Year for this Plan begins on October 1, and ends on September 30, coinciding
with KPUB’s fiscal year.

Plan Administration

The Personnel Committee (Chairman, Vice-Chairman, and General Manager) shall review
the Plan annually and recommend changes, if any, to the Plan for adoption by the Board of
Trustees. The Personnel Committee shall ensure the Plan represents the appropriate levels
of accomplishment consistent with the Company’s historical performance, strategic goals,
operating environment and stewardship responsibility. The Board of Trustees may modify
or terminate this Plan or any provision herein at its discretion.

The Board will endeavor to make any adjustments to this Plan as soon as possible after the
beginning of each fiscal year.

Positions Eligible for Participation

The following management positions are eligible to participate in the Plan: General
Manager/CEO, Chief Engineer, Chief Financial Officer, Controller, Manager of Customer
Service, Distribution Engineer, Manager of Operations, Manager of Information
Technology, Manager of Human Resources, General Foreman, Field Services Supervisor,
and Marketing Manager.

Occupants of these positions must be full-time employees on the payroll on the day the
Board of Trustees approves payment of the annual incentives under the Plan. An
otherwise-eligible participant will be rendered ineligible for any payments under this Plan

Approved by the Board on Approved by the Personnel Committee on
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if, within the six months preceding the last day of the Plan Year, s/he has received a
disciplinary notice advising that his/her employment is in jeopardy.

Pro Rata Awards

An individual who is promoted into an eligible position during the Plan Year and who
remains in an eligible position on the last day of the Plan Year will be eligible for a payment
under the Incentive Plan prorated according to the time worked in the eligible position. If
the individual is promoted from an eligible position to another eligible position, the
Incentive Plan payment will be a combination of the payments for which s/he is eligible,
prorated according to time spent in each position during the Plan Year. Employees who
start their employment or take an unpaid leave of absence during the Plan Year will receive
a prorated award based on the number of full months for which they were paid. Should an
individual be demoted during a Plan Year, his/her eligibility for an Incentive Plan payment,
if any, and the amount of the payment will be determined by the General Manager/CEO in
his discretion.

Goals/Performance Factors

An individual’s entitlement to an Incentive Plan payment will be measured by the
individual’s departmental or individual goals. The calculated percentage to which an
individual will be entitled under the Incentive Plan will be multiplied by the maximum
Incentive Plan payment to which the individual is entitled by virtue of his/her position.

The maximum Incentive Plan payment for which a position is eligible is as follows:
® General Manager/CEO — 3% of annual salary.
® Chief Engineer; and Chief Financial Officer — 3% of annual salary.

® Controller, Manager of Operations, Manager of Customer Service,
Distribution Engineer, Manager of Information Technology, Manager of
Human Resources, General Foreman, Field Services Supervisor, Marketing
Manager — 3% of annual salary.

Each goal listed for a position, whether corporate or individual, is assigned a weight to
reflect the importance of the goal to the individual’s overall performance, with the
combined weight-ratings totaling 100%. The achievement level of each goal will also be
measured against a Target level of achievement, a Threshold (below-Target) level, and an
outstanding (above-Target) level. An individual who meets Target with respect to a
particular goal will receive the full weight assigned to that goal. An individual who
achieves only the Threshold for that goal will receive half the weight assigned to the goal,
and an individual who achieves Qutstanding results will receive one-and-one-half times
the weight assigned to the goal. No weight will be given for performance below the
Threshold level for a goal. An individual who has not met Threshold level cannot meet

Approved by the Board on Approved by the Personnel Committee on
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Target level, and an individual who has not met Threshold and Target levels cannot meet
Outstanding level.

Company-Wide Limit on Total Payments

The total pool of money available each fiscal year for Incentive Plan payments shall be
determined by the Board of Trustees as part of the budgeting process. In the event that the
total of Incentive Plan payments for the fiscal year would exceed this limit, each
participant’s payment eligibility will be reduced by the percentage by which the Incentive
Plan payments collectively exceed the total Incentive Plan payments allowed for the
current fiscal year.

Special Awards

If the total amount to be awarded for FY2020 is less than the total budgeted pool, then any
portion of the remaining funds may be awarded to one or more management employees at
the Board’s sole discretion.

Schedule for Pavments Under Plan

Incentive Plan payments will be made to all eligible participants as soon as practicable
following the end of the fiscal year.

Publication of Plan

Upon the Board’s adoption of this Plan each fiscal year, including any adjustments thereto,
the General Manager/CEQ will arrange for delivery of a copy of the Plan to each eligible
participant and will periodically remind participants of the goals by which their entitlement
to Incentive Plan payments at the end of the fiscal year will be measured.

Adjustments to Company-Wide Performance Results

The Personnel Committee may make adjustments to the calculation of Company-wide
goals for purposes of this Plan in order to reflect the true operating performance of the
Company more accurately. Adjustments may include, but are not limited to, excluding or
including extraordinary items of income or expense.

Employment Not Affected

Nothing in this Plan shall be deemed to confer on any employee a right of continued
employment or affect the right of KPUB to terminate the employment of any employee at
any time, with or without cause or prior notice.

Approved by the Board on Approved by the Personnel Committee on
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