REGULAR MEETING OF THE BOARD OF DIRECTORS
KAUA'I ISLAND UTILITY COOPERATIVE
Held Via Zoom Webinar
On January 26, 2023

MINUTES

Meeting called to order by Chair Smith at 1:00 p.m.

1. Roll Call
1.1.  Directors present: Allan Smith (Board Chair), Jan TenBruggencate (Vice Chair), Calvin
Murashige (Secretary), Peter Yukimura (Treasurer), Dee Crowell, Janet Kass, James
Mayfield, Teofilo Tacbian, and David lha; and David Bissell (CEQO). A quorum of
directors was present

1.2.  Others present: Stacie Dellamano (CFO), Brad Rockwell (COO), Lisa Ubay (Mgr. of HR
& Safety), John Cox (T&D Magr.), Corinne Cuaresma (Controller), Shelley Paik (Public
Affairs Specialist), Erin Tsuda (Finance Mgr.), Scott Sato (Energy Services Supervisor),
Cameron Kruse (Engineer & Technology Mgr.), Laurel Loo (General Counsel), Jordan
Inafuku (Co-General Counsel), and Teresa Amoy (Executive Administrator); Members
of the press (0) and Members of the public (0)

1.3.  Absent/Excused: None

2. Approval of the Agenda
2.1. The Board of Directors’ Agenda of January 26, 2023 — no action taken.

3. Approval of Minutes
3.1. The minutes of December 15, 2022, were approved as circulated.

4. President’s Report — David Bissell (CEO)
4.1. CEO discussed January’s President’s Report update (report attached) — no action
taken.

5. Financial Report — Stacie Dellamano (CFO)
5.1. CFO discussed the Board Financial Report and the December 2022 YTD Financial
Scorecard (report attached). Discussion with directors and staff ensued — no action
taken.
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6. NRECA Hawai‘i Director Report — Director David lha update:
6.1. Director lha provided an update on NRECA’s Board of Directors Winter 2022 Board
Meeting Report (presentation and report attached).

7. Charitable Foundation Board — Director Teofilo Tacbian update:
7.1. Director Tacbian noted no meeting held for the month of January with no business
to attend to. Next Charitable Foundation meeting will be scheduled sometime in
February.

8. Public Testimony
8.1.  No public testimony this month.

9. New Business
9.1. Director Mayfield presented the updated Strategic Plan Goals that was revised in the
Strategic Plan Committee Meeting for Board approval.
9.1.1. MOTION to approve the updated Strategic Plan Goals
[Motion: Mayfield] [Second: Kass]
IN FAVOR: Smith, TenBruggencate, Murashige, Yukimura,

Mayfield, Kass, Tacbian, Iha, Crowell Total—9
OPPOSED: None Total—-0
EXCUSED: None Total—-0

Motion carried

9.2. Director Yukimura introduced Resolution No. 01-23 certifying the authority of CEO
and CFO for Rural Utilities Service (RUS) transactions
9.2.1. MOTION to approve Resolution No. 01-23
[Motion: Yukimura] [Second: Mayfield]
IN FAVOR: Smith, TenBruggencate, Murashige, Yukimura,

Mayfield, Kass, Tacbian, Iha, Crowell Total -9
OPPOSED: None Total-0
EXCUSED: None Total-0

Motion carried

9.3.  Director Yukimura introduced RUS Form 674 Certificate of Authority to Submit or
Grant Access to Data, as CEO as the Certifier and CFO as the Security Administrator
9.3.1. MOTION to approve RUS Form 674
[Motion: Yukimura] [Second: Mayfield]
IN FAVOR: Smith, TenBruggencate, Murashige, Yukimura,

Mayfield, Kass, Tacbian, Iha, Crowell Total—9
OPPOSED: None Total—-0
EXCUSED: None Total—-0

Motion carried
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9.4. Director Yukimura introduced RUS Form 675 Certificate of Authority to sign RUS
Forms in connection with requisitioning and accounting for Loan Funds for David
Bissell (CEO), Stacie Dellamano (CFO), and Chris Yuh (Finance Manager)
9.4.1. MOTION to approve RUS Form 675
[Motion: Yukimura] [Second: Mayfield]
IN FAVOR: Smith, TenBruggencate, Murashige, Yukimura,
Mayfield, Kass, Tacbian, Iha, Crowell Total -9
OPPOSED: None Total -0
EXCUSED: None Total-0
Motion carried
9.5.  Director Yukimura introduced Board Approval Request (BAR) Form requesting
approval to pay attorney invoice from Schneider, Tanaka, Radovich, Andrew &
Tanaka, LLLC (STRAT) which exceeds the CEQ’s expenditure approval limit.
9.5.1. MOTION to approve BAR Form as presented
[Motion: Yukimura] [Second: Mayfield]
IN FAVOR: Smith, TenBruggencate, Murashige, Yukimura,
Mayfield, Kass, Tacbian, Iha, Crowell Total—9
OPPOSED: None Total-0
EXCUSED: None Total-0
Motion carried
10. Calendar
10.1. February 4-7, 2023 — NRECA Directors Conference (Kansas City, MO)
10.2. February 14, 2023 — Board Committee Meetings (9:00am, MCR)
10.3. February 20, 2023 — HOLIDAY, Presidents’ Day (KIUC Offices Close)
10.4. February 23, 2023 — Regular Board Meeting (1:00pm, via Zoom)

*Director Tacbian requested the May 25™ Regular Board Meeting be rescheduled to

May 23", There is a conflict with the 2023 Hawai‘i Energy Conference that week
scheduled for May 24t & 25t™. With no objections from the rest of the Board, new
calendar invites will be sent to Directors and Staff.

11.Executive Session — No Executive Session.

12. Adjournment

12.1.

Meeting adjourned at 1:28 p.m.

Catvin Marasige

Calvin Murashige (Feb 23, 202379:08 HST)

Calvin Murashige
Board Secretary
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January 26, 2023
David Bissell, President & CEO
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David Bissell, President and CEO
January 26, 2023

Safety (December)
Month 2022YTD 2021 YTD
Recordable Incidents 0 3 2
Days Away/Restricted 62 377 0
Awvailability and Reliability:
Month 2022YTD 2021 YTD
Reportable Outages 1 30 31
Average Outage Hours
Per Customer 0.19 1.62 1.29
Efficiency
Month 2022YTD
Net Plant Heat Rate 9,027 9,135
Peak Demand (MW) 4.7 4.7
Residential Rates: KauaCi ISlall d
January 2023 $0.374/kwh down $0.008 from December Utility COOpel'atiVe

Your Touchstone Energy® Cooperative #&MN 2
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UPDATE ITEMS

KIUC rates remain lowest in state - 9™ month

West Kaua'i Energy Project

* Finding of No Significant Impact under HRS 343 published
01-08-23

Rate case filed in December

= PUC public hearing - upcoming

Endangered species - Draft Habitat Conservation Plan has been published
for public comment

Legislative session — Reviewing bills for impact

\
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GRANT APPLICATIONS

* Grid Resilience and Innovation Partnerships

= Synchronous Condenser Conversion $2.4 million
= Utility Solar Grid Forming Technology $24-$48 million
= North Shore Resiliency $30.6

= Undergrounding Lines and Pole Replacement $5.8 million

= Hawaii Pacific Hydrogen Hub - participant

\
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MAHALO!
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Kaua‘i Island
Utility Cooperative
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Finance Department
Board Presentation

January 2023



Finance, Accounting, Regulatory and Warehouse Monthly

Summary

Finance and Accounting Update

Finance/Accounting — Board Reporting

Preparing for Year End Closeout

II:D.rIgparing for Year End Regulatory Accounting and Finance
ilings

RUS Audit Update - D8 Loan

Audit Update — RUS Audit, KRS2 and today Moss Adams KIUC
Audit (11am)

February Corporate Goals Presentation 2022 Results
Long Term Loan Status Update — RUS Signatures
New Leasing Standard Implemented Financial Change

Rate Case Update

January 17 Application Deemed Complete by Consumer
Advocate

Tariff Notice — Member Bill Notification

Public Hearing Prep once PUC approves completeness of
Application
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BALANCE SHEET FOR DEC 2022

ASSETS AND OTHER DEBITS

1. Total Utility Plant in Service 57734930477 595, 114,438 87 17.765.134.10
2. Construction Work in Progress 11,830,945 33 13,245 622 80 1.414.677.47
3. Total Utility Plant (1 + 2} 589,180.250.10 608,360,061 .67 19,179,811.57
4. Accum. Provision for Depreciation and Amort. 325.718,579.51 335.406,264.43 9,687,684.92
5. Net Utility Plant (3 - 4) 263,461,670.59 272.953,79724 9.492,126.65
6. Non-Utility Property (Net) 0.00 0.00 0.00
7. Invest. in Subsidiary Companies 25,966,144.68 24,136,724.11 -1,829.420.57
&, Invest. in Assoc. Org. - Patronage Capital 1081, 142.45 1171,785.68 9064323
9. Invest. in Assoc. Org. - Other - General Funds B41.300.00 B31.300.00 - 10,000.00
10. Invest. in Assoc. Org. - Other - Nongeneral Funds 0.00 0.00 0.00
11. Invest. in Economic Development Projects 607, 500.00 96743423 35993423
12. Other Investments 0.00 0.00 0.00
13. Special Funds .00 .00 0.00
14. Total Other Property & Investments (6 thru 13} 28, 496,087.13 27,107 244.02 -1.388.843.11
15. Cash - General Funis 8,395 50237 850,741 88 -7.544 760,49
16. Cash - Construction Funds - Trustee 0.00 0.00 0.00
17. Special Deposits 39326 6,253.34 5,860.08
18, Temporary Investments 19,138.406.71 43,551,769.62 24.413,362.91
19. Notes Receivable (Net) 0.00 0.00 0.00
20. Accounts Receivable - Sales of Energy (Net) 10,965,384 46 11,798,784.97 B33.400.51
21. Accounts Receivable - Other (Net) 635, 718.07 668,622,121 32.904.14
22. Renewable Energy Credits 0.00 0.00 0.00
23 Material and Supplies - Electric & Other 19,059,947 28 22,484 85613 3,424 908.85
24, Prepayments 267051345 1,302,989 21 -1.367.524.24
25 Other Current and Acerued Assets 8,882 758 87 947531653 592,557.66
26. Total Current and Acerued Assets (15 thru 25) 69,748 624 47 G0, 139 333 89 20,390,709 42
27. Regulatory Assets 33,302,822.07 33,258, 794.66 -44.027.41
28. Other Deferred Debits 120,649.71 264.045.35 143,395.64
29. Total Assets and Other Debits (5 + 14 + 26 thru 28) 395,129.853.97 423,723 215.16 28,593.361.19
14099 [pro/rpttemplate/acct/2.55.1/gl'GL_STANDARD _FINANCIAL _BAL SHEET.xml.mpt sdellamano

Last Year

This Year

Variance
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BALANCE SHEET FOR DEC 2022
Last Year This Year Variance
LIABILITIES AND OTHER CREDITS
30. Memberships 58318 59792 14.74
31. Patronage Capital 125,263,400.28 131,540,945 82 6,277.545.54
32 Operating Margins - Prior Years 0.00 .00 0.00
33. Operating Margins - Current Year B,296,852.18 326646313 -5,030,389.05
34 Non-Operating Margins 0.00 .00 0.00
35, Other Margins and Equities 183.295.19 62,524.76 -120.770.43
36. Total Margins & Equities (30 thru 15) 133,744,130.83 134,870.531.63 1,126.400.80
37. Long-Term Debt - RUS (Net) 0,00 0.00 0.00
38. Long-Term Debt - FFB - RUS Guaranteed 107,345,153 96 117,199,374 53 9.854.220.57
39 Long-Term Debt - Other - RUS Guaranteed 0.00 0.00 0.00
40. Long-Term Debit - Other (Net) 120,891,047.39 118,656,790.74 -1,234,256.65
41. Long-Term Debt - RUS Econ. Devel. (Net) 0.00 0.00 0.00
42, Payments - Unapplied -15,041,770.82 -6,274,171.11 B,767,599.71
43. Total Long-Term Debt (37 thru 41 - 42) 213,194,430.53 219,581.994.16 16,387,563.63
44, Obligations Under Capital Leases - Noncurrent 0.00 13,583,205.15 13,583.205.15
45 Accumulated Operating Provisions -214.503.00 -20,606.00 193 _B97.00
46. Total Other Noncurrent Liabilities (44 + 45) -214,503.00 13,562,599.15 13,777,102.15
47. Notes Payable 0.00 0.00 0.00
48. Accounts Payable 9.554 30810 7.737.320.85 -1.B16,987.25
49. Consumers Deposits 1,367,394.47 1,263,230 .85 -104.163.62
50. Current Maturities Long-Term Debt 13.911.272.96 13,260,273 37 -650,999.59
51. Current Maturities Long-Term Debt - Econ. Devel. 0.00 [LXLT 0.00
52. Current Maturities Capital Leases 0.00 0.00 0.00
53. Other Current and Accrued Liabilities 12,284,201.29 12,538,085.80 253,884.41
54. Total Current & Accrued Liabilities (47 thru 53) 37,117.176.92 3479891087 -2.318.266.05
35. Regulatory Liabilities 219,132.00 0.00 -219,132.00
56. Other Deferred Credits 11,069,486.69 10,909,179 35 -160,307.34
57. Total Liab. & Other Credits (36-+43+46+54 thru 56) 395,129.853.97 423,723 21516 28,593 361.19
Current Assets To Current Liabilities 188 to | 159 o
Margins and Equities To Total Assets 3385 o 3183 Yo
Long-Term Debt To Total Utility Plant 3618 o 37.74 Ya
14099 /pro/rptiemplate/acct/2.55. 1/gl'GL_STANDARD FINANCIAL BAL SHEET xml.rpt sdellamano
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INCOME STATEMENT FOR DEC 2022
Year - To - Date Period - To - Date
Ttem Last Year This Year Budget Current Budget
1. Operating Revenue and Patronage Capital 158,787,454.43 174,807,926.05 162,622 607.00 1417303263 13,410,705.00
2. Power Production Expense 42,013,564.22 57,562,755.71 43,473,324.00 3,048,742.02 1,916,194.00
3. Cost of Purchased Power 44.621,876.51 46,333,751.61 46,306,968.00 3, 188,023.01 3,503,446.00
4. Transmission Expense 1,413,571.09 1,103,927.78 1.475,863.00 65,396,132 125,579.00
5. Regional Market Expense 0.00 0.00 0.00 0.00 0.00
6. Distribution Expense - Operation 1,403,439 52 1,760,974.95 1,350,522.00 167,594.44 105,405.00
7. Distribution Expense - Maintenance 4,771,261.96 4,347,080.27 4.977,545.00 38452344 421.480.00
8. Customer Accounts Expense 2,203,646.53 2,150,463.30 2,638,041.00 45,035.73 220,082.00
9. Customer Service and Informational Expense 272,390.61 280,029.11 528.913.00 20,449 14 26,720.00
10. Sales Expense 0.00 0.00 0.00 0.0 0.00
11. Administrative and General Expense 20,090,582.04 21.680,174.78 22.718.602.00 2,168,777.95 1,649, 107.00
12. Total Operation & Maintenance Expense (2 thru 11) 116,790,332 48 135,219,157.51 123,469,782.00 11,097,542.05 9,968,013.00
13. Depreciation & Amortization Expense 15,458 875.53 15,662,091.69 16,321,938.00 1,285037.77 1,360,162.00
14. Tax Expense - Property & Gross Receipts 3,966,121.88 4,371, 164.48 4,065,566.00 35841436 335,268.00
15. Tax Expense - Other 9,380,651.34 10,347,569.19 5,605,240.00 860,615,735 793,420.00
16. Interest on Long-Term Debt 6,569,853.63 6,780,697.29 6,641,000.00 50464523 568,000.00
17 Interest Charged to Construction - Credit 0.00 0.00 0.00 000 0.00
18. Interest Expense - Other 0.00 0.00 128,000.00 .00 20,000.00
19. Other Deductions 1.550.800.06 92.915.59 77.575.00 27,733 .60 2.870.00
20. Total Cost of Electric Service (12 thru 19) 153,716,636.92 172,473,595.75 160,309, 101.00 14,223 988. 76 13,047,733.00
21. Patronage Capital & Operating Margins {1 minus 20) 5,070,817.51 1,334.330.30 2,313,506.00 -50,956.13 362,972.00
22. Non Operating Margins - Interest 1,350,375.00 1,508,770.36 884.5930.00 270,292.95 74,991.00
23 Allowance for Funds Used During Construction 0.00 0.00 0.00 000 0.00
24 Income (Loss) from Equity Investments -1,319,659.57 -940,704.34 -1,597,172.00 -381,721.37 -211,679.00
25. Non Operating Margins - Other 2.959.890.45 167,805.75 193,476.00 17,780.25 16,123.00
26. Generation and Transmission Capital Credits 0.00 0.00 0.00 0.0 0.00
27. Other Capital Credits and Patronage Dividends 235428.79 196,261.06 220,000.00 12,991 .38 15,000.00
28 Extraordinary ltems 0.00 0.00 0,00 0.00 0.00
29. Patronage Capital or Margins {21 thru 28) 8,296,852 18 3,266,463.13 2,014,740.00 -131,612.92 257.407.00
Operating - Margin £,296,852.18 3,266,463.13 2,014,740.00 -131,612.92 257,407.00
Non Operating - Margin 0.00 0.00 0.00 .00 0.00
Times Interest Earned Ratio - Operating 1.77 1.34
Times Interest Earned Ratio - Net 236 1.48
Times Interest Earned Ratio - Modified 223 1.45
14009 [pro/rpticmplate/acct2.55.1/gl/GL_STANDARD FINANCIAL xml.rpt sdellamano




0 o o
Total kWh Sold Beginning in 2020 Unbilled Recorded Monthly +
. 45
fu .
= . Y
42
a1
40
20
» .
37
2
o4 o
E 35 /
34
. ..
- |
31
30
29
28
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
e 2019 2020 e 2021 — 0022
O O O



Questions?



NRECA Board of Directors

Board Meeting Report

Winter 2022

Arlington, Virginia

December 4-7, 2022



CEO’s Report

* Independent research firm reports that policymakers and legislators recognize

NRECA as a highly effective advocate for America’s electric cooperatives.

* NRECA continues to be effective in pressing for federal action on supply chain
issues, most recently lobbying for a $1 billion commitment before Congress.

* Jim Matheson met with White House Senior Advisor John Podesta to discuss
direct pay tax policy and the $9.7 billion energy development program. NRECA is
working with the Department of Treasury to implement direct pay legislation.

s NRECA

Electric Cooperatives

k\\)



NRECA Broadband

* 85 participants from 21 states

* NRECA

* Broadband Leadership Summit featured candid %e2’" Broadband

discussions with decisionmakers from 4 federal departments and Congress

* Coming in 2023:
* Coordinating challenges to FCC’s broadband coverage maps
* Strengthening federal advocacy efforts
* Developing member resources related to federal engagement, regulation, compliance
* Conducting policymaker research to assist position advocacy

* Convening events specifically for NRECA Broadband participants



Cybersecurity

* Sold-out Co-op Cyber Tech Conference

» Cybersecurity Lexicon Project helps co-ops
communicate about cyber 1ssues 1n a manner
that builds member confidence

¢ NRECA tO launCh morc reSources in 2023: Co-op Cyber Tech Conference C/osing Session
* Cybersecurity guidebook for CEOs

* Co-op cybersecurity goals initiative
* New education and training opportunities

0

NREC

@ America’s Electric Cooperatives



Infrastructure Funding

* 172 member organizations participating in
NRECA’s infrastructure funding consortia

* Cooperative.com/infrastructure features

updates on federal funding opportunities -

& © @ Microgrids

‘6 @ Natural Hazards

* Resources include webinars, funding

guidebook and grant WI'ltlIlg portal Co-ops participating in 5 NRECA infrastructure consortia

* Resource Hub includes recommended actions interested co-ops should take

&2 NRECA

@ America’s Electric Cooperatives



National & International Impact

National Advocacy
* NRECA coordinating with statewide associations to provide Co-op 101
briefing and build relationships with incoming members of Congress
* Voices for Cooperative Power grassroots program has surpassed its 2022 goal
with 550,000 participants

NRECA International
* Celebrated 60™ Anniversary
* Improved revenues and OK-CO, AR and FL state projects in 2022
* Working on projects in Africa and Bangladesh; new contract will support

GIS system 1n Senegal



Financial Report

Period ending Sept. 30, 2022

Total Revenue $199.4 million

Net Operating Margin (General Fund) $2.9 million
$1.7 million better than budget




Board Meeting Report & NRECA

® America’s Electric Cooperatives

NRECA Board of Directors Winter 2022 Meeting
December 4-7, 2022
Chris Christensen (Montana), President
Tony Anderson (Michigan), Vice President
Joe Martin (Colorado), Secretary-Treasurer

CEO’S REPORT

¢ Independent firm Ballast Research reports that policymakers and legislators recognize NRECA as a highly effective
advocate in an extremely challenging political environment, economy, and a changing energy industry. Michael
Gottlieb, president at Ballast Research, will speak about advocacy issues at the 2023 PowerXchange.

¢ NRECA continues to be effective in pressing for federal action on supply chain issues, most recently lobbying for a
billion-dollar commitment in Congress’s year-end appropriations bill.

¢ On Dec. 8, Jim Matheson met with White House Senior Advisor John Podesta to discuss direct pay tax policy and
the $9.7 billion energy development program. NRECA is working with the Department of Treasury to implement
direct pay legislation.

¢ NRECA infrastructure efforts support electric co-op access to new federal programs with funding to improve
resilience, cybersecurity and energy improvements in rural areas. Staff are working to help members identify local
projects and apply.

¢ Based on research conducted with cooperative leaders and ACRE donors, a new name and branding for the political
action committee will be unveiled and communicated throughout 2023.

¢ NRECA received its 15" consecutive CARE Award from Northern Virginia Family Service. NRECA also completed
its employee engagement survey, scoring well above industry benchmarks.

¢ Finally, Jim Matheson presented NRECA’s 2023 Strategic Priorities, following work conducted throughout the year
in the strategic spring meeting of the NRECA board and by the NRECA senior leadership team. The new strategic
foundation includes validation of NRECA’s mission statement as well as a new vision and updated values for the
organization that emphasize the seven cooperative principles.

9 KEY ISSUES

NRECA Broadband

Jeffrey Connor, NRECA Chief Operating Officer, briefed the board on NRECA Broadband. The program, launched in
July, has 85 participants from 21 states. He provided a recap of the successful NRECA Broadband Leadership Summit,
which provided participants with exclusive access to and insights from key decisionmakers from the U.S. Department of
Commerce, USDA, U.S. Treasury, Federal Communications Commission and Congress. Connor reviewed plans for 2023,
which include coordinating challenges to the FCC’s broadband coverage maps; strengthening federal advocacy efforts;
developing member resources related to federal engagement, regulation and compliance; conducting policymaker research
to position advocacy for co-ops in broadband; and convening events specifically for NRECA Broadband participants.

Cybersecurity

NRECA continues to work with members to better secure their systems from cyber threats through advocacy, public and
private partnerships, training and communications. One recent example is the sold-out Co-op Cyber Tech Conference,
which convened more than 300 information and operational technology professionals. In the first quarter of 2023,
NRECA will launch more cyber resources, including a guidebook for CEOs and toolkits.

4301 Wilson Blvd. | Arlington, VA 22203-1860 | Tel: 703.907.5500 | electric.coop | @ NRECANews
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Infrastructure
The Infrastructure Resource Hub on cooperative.com is regularly updated to provide members with information on federal
funding opportunities, including webinars, a federal funding guidebook and grant writing portal.

Consumer-Member Polling Results

Keith Frederick of Frederick Polling presented findings from a nationwide poll of co-op consumer-members. Overall,
89% of the 750 co-op members surveyed rated the performance of their local co-op as “very positive” or “somewhat
positive”—based largely on reliable service and power restoration efforts.

Financial Report

For the period ending Sept. 30, 2022, NRECA reports total revenue of $199.4 million and a net operating margin of $2.9
million in the general fund—$1.7 million better than budget. $1.1 million of the 2022 margin will be paid to the Voluntary
Contribution Acceleration Program (VCAP). The remainder, less NRECA Broadband fees, will be dedicated to the
Cooperative Research Network. The board unanimously approved the 2023 budget, in which expenses are expected to be
$281.1 million—a 3.2% increase from 2022. Revenue in 2023 is anticipated to be $281.5 million, up 3.3% from 2022.

=
COMMITTEE REPORTS

Administrative — Scott Hallowell (Maine), Chair
The committee recommended approval of the proposed 2023 budget to the board of directors and reviewed the
association’s five-year budget forecast. View full committee report

Business & Technology Strategies (BTS) — Meera Kohler (Alaska), Chair

Priority areas include resilience, grid integration, safety and business optimization. Planned programs to support these
priorities include a forthcoming virtual reality-based safety training and enhanced consulting services. View full
committee report

Education, Communication & Marketing — Kevin Doddridge (Mississippi), Chair
NRECA recently released the Cybersecurity Lexicon Project, which helps cooperatives communicate about cyber issues
in a manner that builds member confidence in the co-op. View full committee report

Government Relations — Marion Denger (lowa), Chair
Progress is being made by the Voices for Cooperative Power (VCP) grassroots program, which has surpassed its 2022
recruitment goal with 550,000 participants. View full committee report

Insurance & Financial Services — Steve Walter (Washington), Chair
The committee reviewed third quarter trust financials and other areas of fiduciary responsibility, and monitored the
investment performance of NRECA plan assets, which totaled $21.9 billion as of Sept. 30. View full committee report

NRECA International — Chris Hamon (Missouri), Chair
NRECA International’ celebrated its 60" anniversary and earned a contract that will support the National Electricity
Company of Senegal as it integrates its geographic information system with others. View full committee report

' NRECA International is a separate legal entity.
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THE STRATEGIC CONTEXT

Introduction

The years 2021 and 2022 will be remembered as a “watershed” period for Kaua‘i Island Utility
Cooperative. As it enters its 20" year of existence as of November 2022, KIUC presently-leads the state
in three key metrics: renewables, reliability and lowest rates. Consider:

¥ In 2021, for the third straight year, KIUC had the highest percentage of renewable generation in
the state in its annual Renewable Portfolio Standards (RPS) filing for the Hawai‘i Public Utilities
Commission (PUC). At nearly 70% renewable generation, KIUC achieved more than double the
state-required RPS for 2021 (30%), and nearly met its own Board of Directors’ strategic goal of
70% renewable by 2030 a full nine years early.

¥ KIUC achieved this high penetration of renewables — more than two-thirds of which was solar -
without negatively impacting reliability. In fact, for the second straight year, KIUC in 2021 had
the best reliability statistics in the State of Hawai‘i, reporting 99.9852% system availability to the
PUC, far exceeding the Board of Directors’ current strategic target of 99.96%.

¥ For the first time since its formation in 2002, KIUC reported the lowest residential rates in the
state in May 2022, and remaineds the lowest through September2022the remainder of the
year. By employing sound fiscal management and replacing price volatile fossil fuel with fixed-

price renewables, KIUC closed a 70% gap in pricing with O‘ahu. This achievement is particularly
noteworthy since O‘ahu is much larger than Kaua“i and their utility benefits from economies of
scale not available to KIUC.

KIUC’s Board of Directors has always set aggressive goals for the cooperative. The most recent
Strategic Plan, adopted in 2016, included the following goals:

> Generate at least 70% of electricity by using cost effective renewable resources by 2030

» Manage technology and price risk by adding new renewable generation sources at no more
than 10% of Kaua‘i’s electric usage in any single year

» Hold controllable cost increases at or below the actual level of inflation, and maintain
system reliability at 99.96% or better availability

> Continue to address the strategic implications of climate change, including reducing the
utility's contribution to greenhouse gas emissions (GHG), adapting to the direct and indirect
impacts locally and developing mitigation measures to protect the cooperative's assets

> Continue investing in technology to cost-effectively maintain or improve our member
service offerings and utility operations, including our smart-grid, in order to continue our
transformation towards a 100% renewable future and lower operating costs

Some goals in the 2016 Strategic Plan — such as those listed above — have been met, some are still in
progress, and others have either been revised or reconsidered given evolving circumstances. However,

Page 2 September 2022




enough has been accomplished — and enough has changed in our operating environment — for the Board
of Directors to embark on the adoption of a new, bold and well-targeted Strategic Plan for KIUC.

Today’s External Environment

Economic Trends

As of 2021, Kaua‘i’s resident population was recorded at 73,298. Compared to a population of 67,091 in
2010, this indicates a relatively small growth rate of roughly 1% per year. During that same period visitor
arrivals experienced significant growth, with the average daily visitor census growing from 19,716 in 2010
to 27,695 in 2019: resulting in a de facto daily population of more than 100,000 and a growth rate of
almost 2% per year.

Visitor arrivals during the COVID-19 impacted period of 2020-2021 took a steep decline; however,
numbers quickly rebounded to near “normal” levels when Kaua‘i re-entered the so-called “Safe Travels”
program in April 2021. With the ensuing steady increase in travel to Kaua‘i and no current travel
restrictions or other limiting mandates, Hawai‘i appears to be continuing its recovery from the long-lasting
effects of the pandemic. The number of travelers to Kaua‘i in 2022 washas-been consistently equal to or
exceededing 2019 pre-pandemic levels, and hotel performance data reflects an increase in occupancy and
room rates, respectively.

While current economic indicators continue to point to an overall favorable trend as compared to 2020
and 2021, it remains unclear when a full economic recovery will take place on Kaua‘i. The severity and
duration of the economic impacts of the COVID-19 pandemic on the island of Kaua‘i and on KIUC remain
unknown, as both will continue to be impacted by many variables, including but not limited to, the rate
at which employment will return to more normalized levels, the ability of tourism to continue rebounding
and maintaining or exceeding pre-pandemic levels, the number of bankruptcies and closures of various
small and large businesses, the continued distribution and availability of the COVID-19 vaccines and
boosters to the public, vaccination rates and their impact on the number of active COVID-19 infections,
the continuation and severity of COVID-19 variants, and, ultimately, how all of these impacts resulting
from a world-changing pandemic will permanently change customer usage patterns even after all
variables are known and the health risks from the COVID-19 pandemic are deemed under control.

Federal Legislation:

In November 2021, President Biden signed a $1 trillion bipartisan infrastructure package into law. There
is approximately $110 billion in the Bipartisan Infrastructure Law (BIL) that the National Rural Electric
Cooperative Association and its members identified as relevant funding opportunities for co-ops and the
communities they serve. Funding opportunity topics include grid modernization and resiliency, clean
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energy, electric vehicle charging infrastructure, cybersecurity and broadband . KIUC will monitor and,
where appropriate, participate in applications for funding opportunities available under BIL. The law also
provides increased incentives for electric vehicles and charging infrastructure.

In August 2022, the Inflation Reduction Act was signed into law by President Biden. This law represents
the largest commitment in U.S. history towards fighting climate change and includes almost $400 billion
in tax incentives towards renewable energy and other efforts towards reducing carbon emissions. Of
particular interest to KIUC are provisions to extend the Investment Tax Credit (ITC) for solar projects by
ten years, allowing standalone battery storage to be eligible for ITC, and provisions that make electric
cooperatives eligible for direct payment of ITC.

Global Impacts:

Political unrest leading to the war in Ukraine created uncertainty in global oil markets, effectuating a
spike in oil prices not seen in more than a decade. These events happen far from our shores but have
proven catastrophic to KIUC members in the past, with wildly escalating electric bills wreaking havoc on
household and commercial budgets. Between the summer of 2021 and the summer of 2022, the rest of
the State experienced electric rate increases as high as 50% due to the global oil crisis, while KIUC’s rates
increased only a fraction of that amount: roughly 10%. The key to KIUC’s success in this regard was the
accelerated adoption of new renewable generation sources since 2010, placing the majority of the
utility’s generation on the shoulders of facilities with fixed-priced power purchase agreements. It’s
estimated that since 2010, KIUC’s members have saved $3556 million as a direct result of increased
renewable generation.

Supply chain disruptions due to the pandemic coupled with geopolitical unrest have impacted the
financial health of businesses across all sectors of the economy. These challenges are exacerbated for
Hawai‘i due to our geographic isolation and the relatively small size of our economy compared to other
countries/regions that are competing for the same, limited resources.

Climate change continues to be one of the foremost challenges facing our planet, with no solution in
sight. A 2017 report published by the Environmental Protection Agency on Climate impacts on islands
within the United States noted: “Many islands are especially vulnerable to the risks of climate change
because of their small size, low elevation, remote geographical location, and concentration of
infrastructure along coastlines.” Temperatures in Hawai‘i are expected to rise by 1.5°F to 3.5°F by mid-
century, and precipitation is expected to decrease in the Pacific Islands, according to the report. Climate
change will impact the availability of water resources and threaten coastal infrastructure: all things KIUC
must monitor closely.

1 From NRECA, Infrastructure Bill Funding Opportunities. A Guidebook for Preparing Electric Cooperatives, July
2022.
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Preparing for and preventing cyber-attacks has become a core function of utilities around the globe.
According to an April 2022 report by WSJ Pro, energy is one of the top three sectors targeted for attack
in the United States. KIUC has invested heavily in its technology infrastructure in recent years, and

significant investments are expected to continue.
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Alignment with Other Plans:

The State of Hawai‘i’s Office of Planning and Sustainable Development’s Statewide Sustainability
Program recently updated the Hawai‘i 2050 Sustainability Plan to serve as the state’s sustainability and
climate strategic action plan; align the State’s goals, policies, and actions with the United Nations

Sustainable Development Goals; and recommend sustainability and climate change actions for 2020-

2030. Among the goals identified in the Plan are:

> Ensure access to affordable reliable, sustainable, and modern energy for all. The Plan notes

that the energy sector is largest source of emissions in Hawai‘i, accounting for 87% of total
GHG emissions, with transportation accounting for the largest share of energy sector
emissions.

Build resilient infrastructure, promote inclusive and sustainable industrialization, and foster
innovation. The Plan asserts Hawai‘i has an opportunity to incorporate green infrastructure
as an adaptation strategy by adopting design concepts such as installation of more
vegetation and permeable surfaces, which can decrease urban temperatures, reduce carbon
emissions, improve air quality, increase urban tree canopy, and capture water to replenish
the water table.

Take urgent action to combat climate change and its impacts. Hawai‘i anticipates an
estimated 3.2 feet of sea level rise by 2100. Climate change impacts, such as sea level rise
and more frequent and intense extreme weather events (hurricanes, flood, droughts), pose
an increasing threat to infrastructure and communities.

End hunger, achieve food security and improved nutrition and promote sustainable
agriculture. While promoting food security is not a core mission of electric utilities, there are
ways to support agricultural goals through strategic development of renewable projects. For
example, the West Kaua‘i Energy Project will allow for expansion of agriculture in addition
to significantly increasing renewable energy production.

Closer to home, the County of Kaua‘i Planning Department is developing a Climate Adaptation Plan

(CAP) (

).

The CAP will build upon the County of Kaua“‘i 2020 Multi-Hazard Mitigation and Resilience Plan, which
assessed natural hazards that may affect the island. The Climate Adaptation Plan will further analyze this
information, focusing on factors such as:

v

AN N NN

Sea Level Rise, Coastal Flood and Erosion
Tropical Cyclone and Other High Winds
Extreme Rainfall and Inland Flooding
Extreme Heat and Drought

Wildfire
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Current Challenges and Opportunities for KIUC

In addition to considering the external factors that impact our cooperative, it’s important to carefully

examine what’s happening within our cooperative before setting strategic goals. Over the past 20 years,

KIUC has made great progress realizing the benefits of the cooperative ownership and governance

structure. Moving from zero percent equity in 2002 to nearly 35% equity in 2021, retiring more than $40

million in patronage capital to members, increasing renewables from 10% to nearly 70% in a decade,

and achieving the lowest rates in the state while maintaining the best system reliability are but a few of

our most significant accomplishments.

And yet many challenges remain. Consider the following:

e Financial stability is critical to maintaining a rate structure that is as affordable as possible for

members. Financial stability can be impacted by many things, and recent years have presented

numerous challenges to stability, such as:

O

Supply chain disruptions, especially those created by circumstances beyond our control,
impacted the financial health of KIUC as well as businesses across all sectors of the
economy.

Costs associated with compliance with the Endangered Species Act have escalated
significantly over the past ten years, and will continue to be a significant part of KIUC's
annual budget for the foreseeable future. KIUC does not currently have a mechanism for
absorbing this additional expense through its rate structure, which has caused erosion
of net margins over the past decade.

Inflation has driven up the cost of doing business significantly over the past 13 years,
however, growth in electric sales has not kept pace and KIUC’s base rates have not
increased since 2010. KIUC’s request for a base rate increase, the first in 12 years, is
scheduledte-bewas filed with the Hawai‘i Public Utilities Commission (HPUC) in fate
December 2022.

Distributed generation and storage can be beneficial to KIUC's members from both a
reliability and a cost of energy standpoint. However, these technologies also provide a
challenge to KIUC as they can result in lower energy sales which could result in higher
energy costs for members unable to self-generate.

KIUC has traditionally experienced employee retention rates well above the national
average, reducing the cost of turnover and stabilizing operations. Similar to other
employers, COVID-19 and the associated economic downturn changed the landscape for
KIUC on employee retention, particularly with “early” retirements being taken by long-
term employees. Competing for employees is time consuming and costly, creating new
financial strain for KIUC.

e Reaching 100% renewable generation is a priority for KIUC and we are on track to reach that

mark well ahead of the State of Hawai‘i mandated deadline of 2045. KIUC has been careful to

pace the adoption of new renewable sources to benefit from evolving technology, while

capturing available tax credits by creating partnerships with industry leaders, in order to contain
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the cost of investment. While a feasible path for KIUC to 100% renewable is becoming clearer,

challenges remain:

O

KIUC is actively developing the West Kaua“i Energy Project (WKEP) which would provide
longer duration storage for solar and hydro-based generation, addressing the gap in
renewables currently experienced during non-solar hours. It is anticipated that WKEP
could move KIUC towards 90% renewable sourced generation.

KIUC’s peak load in 2022 hovers around 75 megawatts, and the all-time peak demand
occurred in 2019 at 80 MW. In order to serve the peak, in addition to renewable
resources such as batteries, KIUC maintains 105 megawatts of conventional generators
that currently operate on petroleum (naphtha and ultra-low sulfur diesel), but could
also run on a renewable fuel like biodiesel.

Ultimately, even with WKEP, as we approach 100% renewable generation for the island,
it is likely that conventional generators will continue to be part of our energy mix,
although perhaps fueled by biofuels rather than petroleum. Liquid-fueled generators are
not weather dependent and can store weeks of fuel in a very small footprint. KIUC's
conventional generators’ average age is 46 years and some units are losing
manufacturer support for parts and services. KIUC will evaluate replacement of some of
these older generators with new units that could provide high-efficiency, reliability, and
the continued ability to serve the peak demand without relying too heavily on weather-
dependent sources like solar and hydro.

Emerging technologies, such as hydrogen for electric generation will also be closely
monitored and considered as a potential fuel source.

An increasing number of companies are considering goals toward carbon neutrality: i.e.,
neutralizing their carbon footprint via a combination of reducing emissions and taking
other measures such as investing in offsets for emissions. KIUC focus remains on
renewable energy generation as the most impactful way to reduce our carbon footprint.
However, KIUC should monitor trends and actions being taken by utilities in relation to
carbon neutrality, with the possibility to establish future strategic goals in this area.

Reliability of our electrical service remains of key importance, and new technology such as

electric vehicles and battery storage will present many challenges and opportunities for our grid.

The ability to reliably provide electricity to Kaua“‘i depends upon having sufficient generation,

transmission, and distribution resources available at all times. With respect to generation, KIUC

must ensure that it not only has adequate generating resources, but that it also maintains

sufficient storage to power those resources continuously when the unexpected happens. With

respect to transmission, KIUC should ideally have at least two transmission lines serving all

portions on the island, and must maintain those lines to avoid unnecessary outages. Kaua‘i’s

North Shore reliability remains a challenge for the cooperative with limited transmission service,

remote and environmentally sensitive access. KIUC anticipates significant infrastructure

investments to improve North Shore reliability in the coming years. With respect to distribution,
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KIUC will continue to review all outages that occur with the goal of reducing and eliminating
unnecessary outages.

e Mitigating climate change impacts to KIUC’s infrastructure will be critical to ensure the reliable
delivery of electricity to members in future decades. KIUC has identified vulnerabilities and is
already being proactive by relocating the Kapa“‘a Service Center to a new site in Anahola. The
Kapa“‘a switchyard remains at this location, and options for relocation are being developed. We
continue to monitor evolving predictions relating to sea level rise to identify any additional
infrastructure that may become vulnerable in the future.

e State and federal regulation impacts our operations in many ways. KIUC continues to be
regulated by the PUC and our financial stability and our progress towards 100% renewable
energy generation is ultimately tied to receiving positive outcomes from our various regulatory
proceedings. Our relationship with the PUC has historically been constructive. However, cost
and time commitments associated with PUC regulation continues to be of concern. KIUC is also
subject to federal oversight from the Rural Utilities Service (RUS) which is one of our major
sources of capital for funding our operations. KIUC’s relationship with RUS has also been
constructive. In 2019, KIUC entered into an Indenture of Mortgage with RUS which shifts certain
RUS compliance requirements to a trustee and substantially reduced the regulatory burden
associated with RUS borrowing.

e Cybersecurity, as mentioned previously, remains one of the biggest threats to utilities across the
globe. KIUC continues to invest in its technology infrastructure to address cybersecurity.

With challenges in mind, it’s important that we focus equal attention on the numerous opportunities
KIUC could embrace:

e Exploring possible new revenue streams beyond our current business model, such as finding a
niche in the growing alternative fuel vehicle economy, securing more state and federal grants,
and offering new services utilizing existing infrastructure (e.g., middle-mile broadband).

e Putting the needs of members first is a basic tenet of the cooperative structure. Our affiliation
with the National Rural Electrical Cooperative Association (NRECA) and other cooperative-
focused organizations and vendors affords KIUC access to sophisticated software and member-
facing applications at prices well below what would be available to us as a small, stand-alone
utility. Energy efficiency and rebate programs for both residents and businesses will not only
continue, but evolve and expand with the needs of our members. KIUC will also continue to
collaborate with government and non-profit entities to ensure financial assistance is available to
members in need.

e Stabilizing rates by replacing fossil fuel with renewable sources either owned by KIUC or
purchased via long-term, fixed-rate agreements will continue to be a key component of our
strategy.
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e Reducing GHG emissions on an accelerated pace has been a basic tenet of KIUC’s previous
Strategic Planning efforts. KIUC is already decades ahead of established state mandates for
renewable production and has exceeded aggressive goals set by its Board of Directors in 2008
and 2016. Achieving 100% renewable as soon as possible, in a way that doesn’t compromise
reliability and financial stability, is a goal worthy of pursuit.

Based on the foregoing, the KIUC Board of Directors have identified three
primary strategic goals for the cooperative:

KIUC will deliver reliable electricity at the lowest possible cost.

* Objective 1.1: Have the lowest electricity rates in Kaua ‘i while maintaining reliability and
financial stability

*  Objective 1.2: Save members money by:
* Relying more on our elected board of directors and less on state regulators for oversight
and decision making
*  Expanding the use of technology
*  Offering free energy efficiency consultation

*  Objective 1.3: Lower costs by diversifying and expanding the cooperative’s financial resources
* Seek and secure federal and state grants benefiting KIUC and our members
*  Seek new business opportunities that align with our assets, operations, goals and -
member needs

KIUC will contribute to a sustainable Kaua‘i-by-reaching-100%renewablegeneration-by-2033.

*  Objective 2.1: By December 2023, develop a plan with timeline to reach and maintain 100%
renewable generation by 2033: 12 years ahead of the State of Hawai ‘i mandate

*  Pursue renewable projects that reduce greenhouse gas emissions AND help stabilize
electricity rates

*  Plan for replacement of current renewable energy sources

*  Execute contracts for renewable fuels that are economically and environmentally
justifiable

*  Own and operate conventional generating units that are reliable, efficient, and able to
utilize renewable fuel sources
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Objective 2.2: Be a trusted source for members as they transition to renewables for self-
generation, transportation and other daily needs. Provide technical and prudent financial
support to facilitate the transition to electric vehicles; on Kauai with emphasis on developing
programs and making investments to minimize impacts of charging on KIUCs electric grid. Beg

Obijective 2.3: Promote and fund incentives for energy efficiency for residents and businesses.

Provide technical support and education for cost effective energy efficiency investments by
members

Objective 2.4: Continue and potentially expeand educational efforts; for Kauai residents; related

to climate change and sustainability.

KIUC will become more resilient, improve reliability, and be better able to handle operational
challenges and threats from cybersecurity, local climate change impacts, and natural disasters such as
hurricanes and floods.

Objective 3.1: Lead the State of Hawai i in reliability
* Develop a second transmission line to mitigate North Shore outages associated with the
existing single transmission line

Objective 3.2: Develop a plan to move or upgrade electrical equipment threatened by climate
change
*  Move Kapa ‘a substation to higher ground or otherwise mitigate potential inundation
risk

Objective 3.3: Improve systems and practices to prevent or mitigate the impacts of cyber-attacks
to help ensure continuation of electrical service and business functionality
* Develop and adopt a companywide cyber framework to protect the grid from cyber-
attacks, ensure protection of company and member data and provide redundancy
for access to data in the event of a cyber attack

Objective 3.4: Evaluate micro-grid options and opportunities for high-risk areas on Kaua ‘i.
Implement micro-grids where both economically and technically practical
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RESOLUTION 01-23 OF THE
BOARD OF DIRECTORS OF
KAUAI ISLAND UTILITY COOPERATIVE (“KIUC”)

SECRETARY'S CERTIFICATE

I, Calvin Murashige, do hereby certify that: I am the Secretary of Kauai Island
Utility Cooperative (hereinafter the "Corporation;") that the following are true and correct copies
of resolutions duly adopted by the Board of Directors of the Corporation at the regular meeting
held January 26, 2023, and entered in the minute book of the Corporation; that the meeting was
duly and regularly called and held in accordance with the bylaws of the Corporation; and that
none of the following resolutions has been rescinded or modified:

RESOLUTIONS

1. RESOLVED that David Bissell, the President & CEO of the
Corporation, be the Certifier on behalf of the Corporation, who shall be
responsible for submitting and certifying to the Rural Utilities Service, an agency
of the United States Department of Agriculture delivering Rural Development
Utilities Programs, any and all data required by RUS Form 674;

2. RESOLVED that Stacie Dellamano, the Financial VP/CFO of the
Corporation, be the Security Administrator on behalf of the Corporation, who
shall give access to the Corporation’s data, as appropriate, to other employees,
officers, or contractors of the Corporation, for the purpose of complying with
RUS Form 674; and

3. RESOLVED that both shall comply with the Instructions for RUS Form
674 in regard to use of the government’s data collection system.

I FURTHER CERTIFY THAT each member of the Board of Directors of the
Corporation was furnished with notice of said meeting in compliance with the bylaws of the
Corporation.

IN WITNESS WHEREOQOF I have hereunto set my hand and affixed the seal of the
Corporation this 26" day of January, 2023.

Secretary

(KIUC has no Corporate Seal)
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	1.2. Others present: Stacie Dellamano (CFO), Brad Rockwell (COO), Lisa Ubay (Mgr. of HR & Safety), John Cox (T&D Mgr.), Corinne Cuaresma (Controller), Shelley Paik (Public Affairs Specialist), Erin Tsuda (Finance Mgr.), Scott Sato (Energy Services Sup...
	1.3. Absent/Excused: None
	2.1. The Board of Directors’ Agenda of January 26, 2023 – no action taken.
	3.1. The minutes of December 15, 2022, were approved as circulated.
	4.1. CEO discussed January’s President’s Report update (report attached) – no action taken.
	5.1. CFO discussed the Board Financial Report and the December 2022 YTD Financial Scorecard (report attached). Discussion with directors and staff ensued – no action taken.
	6.1. Director Iha provided an update on NRECA’s Board of Directors Winter 2022 Board Meeting Report (presentation and report attached).
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	9.1. Director Mayfield presented the updated Strategic Plan Goals that was revised in the Strategic Plan Committee Meeting for Board approval.
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	[Motion: Yukimura]  [Second: Mayfield]
	9.5. Director Yukimura introduced Board Approval Request (BAR) Form requesting approval to pay attorney invoice from Schneider, Tanaka, Radovich, Andrew & Tanaka, LLLC (STRAT) which exceeds the CEO’s expenditure approval limit.
	[Motion: Yukimura]  [Second: Mayfield]
	10.1. February 4-7, 2023 – NRECA Directors Conference (Kansas City, MO)
	10.2. February 14, 2023 – Board Committee Meetings (9:00am, MCR)
	10.3. February 20, 2023 – HOLIDAY, Presidents’ Day (KIUC Offices Close)
	10.4. February 23, 2023 – Regular Board Meeting (1:00pm, via Zoom) *Director Tacbian requested the May 25th Regular Board Meeting be rescheduled to May 23rd. There is a conflict with the 2023 Hawai‘i Energy Conference that week scheduled for May 24th ...
	12.1. Meeting adjourned at 1:28 p.m.
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