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SUBJECT
Proposed PSB Compensation Committee Governance Documents

BACKGROUND

On December 10, 2025, the Public Service Board (“PSB”) approved the creation of a standing PSB Compensation Committee
(“Committee”) to review and recommend compensation and benefits for future contract negotiations with the President/ CEO.
The item is to request PSB approval of the governance documents of the Compensation Committee which will establish a

review process and guide.

UTILITY KPI ALIGNMENT
Customer Satisfaction.

EVALUATION PROCESS
The adoption of the Compensation Committee governance documents is best practice to establish a process for the Committee
to follow in the review of the President/CEO’s compensation and performance.

FINANCIAL IMPLICATIONS
None

PROPOSED ACTION REQUESTED

Discussion and action on the proposed PSB Compensation Committee governance documents.

SUPPORTING DOCUMENTATION PROVIDED
e President/CEO Compensation and Performance Review Policy

e Compensation Committee Guidelines for President/ CEO

e President/CEO Compensation & Performance Review Checklist




El Paso Water Utilities Public Service Board

President/CEO Compensation and Performance Review Policy

1. Purpose and Governance Principles

This policy establishes a clear, transparent, and repeatable process for the evaluation of
performance and determination of compensation for the President/Chief Executive Officer
(President/CEQ). The policy is designed to reflect public-sector and utility governance best
practices, ensure accountability to the Public Service Board (PSB) and provide transparency
of process to rate payers.

The PSB retains sole authority for evaluating the President/CEQ’s performance and
approving compensation actions. Staff support is provided for information gathering and
analysis only and does not include decision-making authority.

2. President/CEO Compensation Philosophy

The PSB intends to position the President/CEQO’s total direct compensation at or near the
median of appropriately selected peer public-sector utilities, absent special performance,
retention, or market circumstances that justify deviation.

Compensation decisions shall be guided by the following principles:

¢ Alignment with EPWU’s strategic objectives and performance outcomes

e Market competitiveness sufficient to attract and retain qualified leadership
¢ Internal equity relative to senior leadership roles

e Fiscalresponsibility to ratepayers

¢ Transparency and defensibility of process

This philosophy serves as an anchor for compensation deliberations and informs, but does
not predetermine, PSB decisions.

3. Role of the Compensation Committee

The PSB shall maintain a standing Compensation Committee composed of three (3) PSB
members. The Compensation Committee shall oversee and recommend to the Board the
process used to evaluate the President/CEO and develop compensation recommendations.
The Committee’s responsibilities include:

e Recommending and periodically reviewing the compensation and performance
evaluation framework



Overseeing the annual President/CEQO performance and compensation review
process

Ensuring consistency, transparency, and compliance with applicable legal and
governance requirements

Coordinating the use of external advisors or market studies, as authorized by the PSB

The Compensation Committee acts in an advisory capacity and brings recommendations to

the full PSB for discussion and action.

4. Annual Performance and Compensation Review Cycle

The PSB shall conduct a formal annual review of the President/CEQO’s performance and
compensation during its September meeting each year, or as determined by the board.

The annual review is intended to:

Evaluate the President/CEQ’s performance against PSB-approved goals, key
performance indicators (KPIs), and contractual expectations and obligations

Review current compensation in the context of performance, internal equity, and
market data

Determine any compensation action for the upcoming contract year

5. Performance Evaluation Framework

The President/CEQ’s annual performance evaluation shall be based on criteria approved by
the PSB and may include, but is not limited to:

Each

Achievement of strategic and operational goals
Financial stewardship and organizational performance
Regulatory compliance and risk management
Leadership and organizational culture

Succession planning model, leadership continuity
Externalrelations and representation of the organization

PSB member shall complete an individual performance evaluation of the

President/CEO in July, in preparation for and in advance of the September meeting during

which the PSB will conduct its formal annual performance review of the President/CEOQO.

6. Annual Compensation Review Materials



To promote consistency and reduce ad hoc information requests, the Chief Human
Resources Officer (CHRO) shall prepare a standardized annual compensation review packet
for the PSB compensation committee’s consideration each August. The packet shall
include:

e The current President/CEO employment agreement and any amendments

e A summary of total compensation, including base salary, incentives, benefits, and
deferred compensation

e Comparison to prior five (5) year compensation history
e Internal equity and compression analysis relative to senior leadership

e Peerbenchmarking summary using relevant utility and public-sector comparables, if
available

e Summary of President/CEO performance against PSB-approved KPls
e Summary of the PSB’s individual performance evaluations
e Confirmation of alignment with this PSB-approved compensation process
e Proposed considerations and timeline for the upcoming contract year
7. Market-Based Compensation Review

To ensure compensation remains competitive and defensible, anindependent salary market
survey for the President/CEOQO position shall be conducted every three (3) years.

The Compensation Committee shall recommend the timing and scope of the market study
to the PSB. The study shall be externally driven and provide objective market context using
appropriate peer utilities and public-sector organizations. Results shall inform, but not
dictate, PSB compensation decisions.

8. Contract Review and Recommendations

The Compensation Committee shall periodically review the President/CEO’s employment
agreement to ensure continued alignment with this policy, the Board’s governance
expectations, and applicable legal requirements. At a minimum, the agreement shall be
reviewed in connection with the annual performance and compensation cycle, with a more
comprehensive contractual review conducted not less than every three (3) years or in
advance of any renewal or material amendment. The review shall include:

e Evaluation of duties and responsibilities



e Term and renewal provisions

e Compensation structure

e Termination and severance provisions
¢ Amendment procedures

Any recommended material modifications shall be presented to the full Public Service Board
for consideration.

9. Legal Review and Compliance

When material changes to compensation structure or contractual terms are contemplated,
the Compensation Committee may recommend consultation with outside legal counsel to
ensure compliance with applicable laws, including Open Meetings and Open Records
requirements, and alignment with public-entity governance best practices.

10. Timeline Summary
January-February

¢ Compensation Committee: Review and, if necessary, update the compensation and
performance evaluation framework

e Outside Legal Counsel: Confirm legal and governance compliance, if necessary
Ongoing
e CHRO: Monitor progress against PSB-approved goals and KPIs
March-July
e CHRO: Prepare for the annual review cycle
July
e PSB: Beginning of the performance review and evaluation process
August

e Compensation Committee: Receive from the CHRO, and review of, the annual
compensation review packet

September (PSB-led Annual Performance Evaluation)

e PSB: Discuss and approve any compensation actions for the upcoming year



Every Three Years

e CHRO: Engage an independent external market compensation study for the
President/CEO role

11. Policy Review

This policy shall be reviewed periodically by the Compensation Committee and updated as
necessary, subject to PSB approval, to ensure continued alignment with best practices and
organizational needs.

Adopted by the Public Service Board: March 11, 2026



El Paso Water Utilities
Public Service Board Compensation Committee

COMPENSATION COMMITTEE GUIDELINES FOR PRESIDENT/CEO

Purpose

There shall be an advisory committee of the El Paso Water Utilities Public Service Board
(“PSB” or “Board”) to be known as the Compensation Committee (“Committee”). The
purpose of the Committee is to advise the PSB and assist with the PSB’s responsibilities
relating to the compensation of the Utility’s President/CEO. The Committee shall work with
the Utility’s Human Resources Department to discharge the Committee’s responsibilities.

Committee Membership

1. The Committee shall consist of no more than three members of the PSB.

2. The members of the Committee shall be appointed annually in February by a majority
vote of the entire PSB. Each member shall serve until his or her successor is duly
appointed or until such member’s resignation, term completion of the PSB member,
or removal. Should a member resign, reach the completion of his or her PSB term, or
be removed, a successor shall be promptly appointed by a majority vote of the entire
PSB.

3. Members of the Committee may be removed, with or without cause, by a majority
vote of the PSB.

4. The members of the Committee shall designate a Chair. The Chair shall preside at all
meetings of the Committee and develop the agenda for each Committee meeting.
The Chair of the Committee, the Chair of the PSB, or the President/CEO may call a
meeting of the Committee.

Meetings

1. The Committee shall meet at least two times annually and as often as it deems
appropriate to fulfill its responsibilities.

2. Attendance by 2 out of the 3 Committee members shall constitute a quorum for the
Committee meeting to proceed.

3. The Committee shall maintain complete and accurate minutes of its meetings.
Minutes of each meeting shall be kept and reported to the Board.



Authority and Responsibilities

Consultants and Advisors: In discharging its duties, the Committee may study and
investigate any matter of interest or concern that the Committee deems appropriate
relating to the compensation of the President/CEO. The Committee may, upon

approval of the Board, retain or obtain the advice of a consultant or other adviser.

The Committee shall:

o

Reporting

Review the Board’s goals and objectives relevant to the President/CEQ’s
compensation package and performance evaluation framework. In this
regard, the Committee shall review total compensation, including salary,
retirement benefits, deferred compensation, leave payouts, and other
benefits, to ensure full transparency and appropriate market positioning.
Make recommendations to the Board relating to the President/CEQO’s
compensation package, which may include, but not be limited to, annual
compensation adjustments, employment contract and amendments,
retirement agreements, and/or benefits. The Committee may also consider
making recommendations relating to President/CEO succession and
transition planning in connection with the compensation package elements.
Make recommendations relating to the performance evaluation framework.
Oversee the annual performance and compensation review process as
directed by the Board.

Ensure consistency, transparency, and compliance with applicable legal
governance requirements related to compensation.

Perform any other activities consistent with these Guidelines and applicable
laws as the Committee or Board believes necessary and appropriate.

The Committee shall regularly report its actions and recommendations to the Board.

Related Human Resources Documents

These Guidelines are intended to support the function of the Public Service Board and
should be read in conjunction with the “President/CEO Compensation and Performance

Review Policy” (the “Policy”). The Policy should be referenced as a source of guidance for
the Board and its Compensation Committee while exercising its duties and discretion under
these Guidelines.

Amendment

These Guidelines may be amended by the Board at any time.



President/CEO Compensation & Performance Review Checklist

l. Governance & Process Setup (January-February)

1 Confirm Compensation Committee membership and chair

1 Review current Compensation and Performance Review Policy for relevance

[ Identify any recommended policy updates for PSB consideration

I Confirm performance evaluation criteria and KPIs approved by PSB

1 Determine whether outside legal counsel review is needed this year

LI 1If applicable, coordinate legal review for Open Meetings/Open Records compliance

Il. Performance Monitoring & Preparation (Ongoing)

1 Confirm President/CEO goals and KPIs remain aligned with PSB direction
1 Monitor progress toward strategic, operational, and financial goals
1 Identify any emerging performance or risk issues for PSB awareness

June/July
I Confirm timeline for PSB-led annual evaluation and September PSB agenda placement

lll. Annual Compensation Review Packet (July/August)
CHRO Preparation Checklist

1 Contact consultant to administer PSB-led annual evaluation to PSB members (early July)
1 Compile current President/CEO employment agreement and amendments

1 Prepare total compensation summary (salary, incentives, benefits, deferred comp)
1 Prepare prior five (5) year compensation comparison history

1 Complete internal equity and compression analysis (CEO vs. senior leadership)
[1Assemble peer benchmarking data (utilities/public-sector comparables, if available)
1 Summarize performance against PSB-approved KPls

1 Receive summary of PSB-led evaluation results from consultant

I Confirm alignment with PSB-approved compensation process

1 Prepare proposed considerations and timeline for upcoming contract year

I Distribute complete packet to Compensation Committee in advance of review

IV. Compensation Committee Review (August)

1 Review complete compensation and performance packet
1 Validate completeness, clarity, and consistency of materials



1 Discuss performance outcomes and compensation context

1 Review internal equity, market positioning, and governance considerations

1 Determine whether external data or legal inputis required

1 Formulate recommendations for full PSB consideration

1 Document committee rationale, data sources, and steps supporting recommendations
in committee records

V. PSB Performance & Compensation Action (Executive Session September PSB
Meeting)

1 Conduct formal President/CEQO performance evaluation discussion

1 Review Compensation Committee recommendations

I Consultant debrief with Board on performance, organizational health, and succession
planning considerations as needed

1 Discuss compensation relative to performance, equity, and market context

1 Approve, modify, or defer compensation actions for upcoming year

1 Provide clear direction on expectations and goals for next performance cycle

1 Document PSB decision, including overall total compensation positioning verses peers
along with rationale in meeting records

VI. Contract Review

I Confirm whether an amendment of the President/CEQO’s employment agreement is
necessary due to approval of compensation recommendations.
1 Create Motion to be read for public vote

VII. Post-Decision Follow-Up (Post-September PBS Meeting)

[0 Communicate PSB decisions to President/CEO (during executive session)

L Implement approved compensation actions in accordance with contract, if any
1 Update employment agreement with amendment or documentation as required
1 Archive evaluation materials in accordance with records requirements

VIII. Triennial Market Study (Every Three Years)

1 Confirm whether year triggers external market study requirement

1 Compensation Committee recommends scope and consultant

1 PSB approves engagement of independent compensation consultant
1 CHRO coordinates data collection and study execution

1 Present market study results to Compensation Committee and PSB
L Integrate findings into annual compensation deliberations



IX. Contract Review (Compensation Committee)

1 Confirm whether year triggers a comprehensive review of the President/CEQ’s contract
(not less than three (3) years) or in advance or any renewal or material amendment

1 Determine if consultation with outside legal is needed

1 Determine if duties or responsibilities have changed

1 Determine if the terms or renewal provisions need to be addressed

1 Determine if changes to termination or severance provisions need to change

] Formulate recommendations for full PSB consideration

1 Document committee rationale, data sources, and steps supporting recommendations
in committee records

X. Ongoing Policy Oversight

[ Periodically review policy effectiveness and clarity
1 Recommend updates to PSB as governance best practices evolve
I Ensure process remains transparent, repeatable, and defensible
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