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AGENDA

SACRAMENTO MUNICIPAL UTILITY DISTRICT
BOARD OF DIRECTORS MEETING
SMUD HEADQUARTERS BUILDING

AUDITORIUM - 6201 S STREET
SACRAMENTO, CALIFORNIA

March 19, 2026 — 6:00 p.m.

Virtual Viewing or Attendance:

Live video streams (view-only) and indexed archives of meetings are available at:
https://www.smud.org/Corporate/About-us/Company-Information/Board-Meetings/\Watch-or-
Listen-online

Zoom Webinar Link: Join SMUD Board of Directors Meeting Here
Webinar/Meeting ID: 160 898 6374

Passcode: 790168

Phone Dial-in Number: 1-669-254-5252 or 1-833-568-8864 (Toll Free)

Verbal Public Comment:
Members of the public may provide verbal public comment by:
= Completing a sign-up form at the table outside of the meeting room and giving it to
SMUD Security.

= Using the “Raise Hand” feature in Zoom (or pressing *9 while dialed into the
telephone/toll-free number) during the meeting at the time public comment is called.
Microphones will be enabled for virtual or telephonic attendees when the commenter’s
name is announced.

Written Public Comment:

Members of the public may provide written public comment on a specific agenda item or on
items not on the agenda (general public comment) by submitting comments via email to
PublicComment@smud.org or by mailing or bringing physical copies to the meeting. Email is
not monitored during the meeting. Comments will not be read into the record but will be
provided to the Board and placed into the record of the meeting if received within two hours after
the meeting ends.

Call to Order.
a. Roll Call.

1. Approval of the Agenda.
2. Committee Chair Reports.
a. Committee Chair report of March 11, 2026, Policy Committee
b. Committee Chair report of March 17, 2026, Finance & Audit Committee

c. Committee Chair report of March 17, 2026, Energy Resources & Customer Services
Committee


https://www.smud.org/Corporate/About-us/Company-Information/Board-Meetings/Watch-or-Listen-online
https://www.smud.org/Corporate/About-us/Company-Information/Board-Meetings/Watch-or-Listen-online
https://smud.zoomgov.com/j/1608986374?pwd=agbNkpEK6IMNcWjzKjCG8eRO4i7Dvl.1
mailto:PublicComment@smud.org

Item 5 was reviewed by the March 17, 2026, Finance and Audit Committee. Iltem 6 was
reviewed by the March 17, 2026, Energy Resources & Customer Services Committee.

Comments from the public are welcome when these agenda items are called.

Consent Calendar:

3.

Approve Board member compensation for service rendered at the request of the Board
(pursuant to Resolution No. 25-04-02) for the period of February 16, 2026, through
March 15, 2026.

Approval of the minutes of the meeting of February 19, 2026.

Approve the negotiation and execution of Contract Change No. 5 to Contract No.
4500120070 with TRC Engineers, Inc., for professional services to administer SMUD’s
Complete Energy Solutions Program, to extend the contract expiration date by one year
from February 28, 2027, to February 28, 2028, and to increase the contract not-to-exceed
amount by $8 million, from $21.67 million to $29.67 million. Finance and Audit Committee
3/17. (Lora Anguay)

Approve the Memorandum of Understanding (MOU) between the Sacramento
Municipal Utility District and the International Brotherhood of Electrical Workers

Local Union 1245 (IBEW) for the period January 1, 2026, through December 31, 2028.
Energy Resources & Customer Services Committee 3/17. (Jose Bodipo-Memba)

* * % * % *

Public Comment:

7.

Items not on the agenda.

Board and CEO Reports:

8.

9.

10.

Directors' Reports.
President's Report.

CEOQ's Report.
a. Board Video

Summary of Board Direction

* * * * % *



Board Committee Meetings and Special Meetings of the Board of Directors are held at the

SMUD Headquarters Building, 6201 S Street, Sacramento

March 17, 2026

March 17, 2026

April 7, 2026

April 8, 2026

April 14, 2026

April 15, 2026

Finance and Audit Committee and Auditorium®
Special SMUD Board of Directors

Meeting

Energy Resources & Customer Auditorium
Services Committee and Special

SMUD Board of Directors Meeting

Strategic Development Committee Auditorium
and Special SMUD Board of Directors

Meeting

Policy Committee and Special SMUD  Auditorium
Board of Directors Meeting

Finance and Audit Committee and Auditorium
Special SMUD Board of Directors

Meeting

Energy Resources & Customer Auditorium

Services Committee and Special
SMUD Board of Directors Meeting

* * % * % % *

6:00 p.m.

Immediately
following the
Finance and Audit
Committee and
Special SMUD
Board of Directors
Meeting
scheduled to
begin at 6:00 p.m.

6:00 p.m.

6:00 p.m.

6:00 p.m.

6:00 p.m.

Reqular Meetings of the Board of Directors are held at the SMUD Headquarters Building,

6201 S Street, Sacramento

April 16, 2026

Auditorium*

6:00 p.m.

*The Auditorium is located in the lobby of the SMUD Headquarters Building, 6201 S Street, Sacramento, California.

Members of the public shall have up to three (3) minutes to provide public comment on items on the agenda or items
not on the agenda, but within the jurisdiction of SMUD. The total time allotted to any individual speaker shall not

exceed nine (9) minutes.

Members of the public wishing to inspect public documents related to agenda items may click on the Information
Packet link for this meeting on the smud.org website or may call 1-916-732-6155 to arrange for inspection of the
documents at the SMUD Headquarters Building, 6201 S Street, Sacramento, California.

ADA Accessibility Procedures: Upon request, SMUD will generally provide appropriate aids and services leading
to effective communication for qualified persons with disabilities so that they can participate equally in this

meeting. If you need a reasonable auxiliary aid or service for effective communication to participate, please email
Nicole.Looney@smud.org, or contact by phone at 1-916-732-6055, no later than 48 hours before this meeting.



https://www.smud.org/en/Corporate/About-us/Company-Information/Board-Meetings
mailto:Nicole.Looney@smud.org







DRAFT

RESOLUTION NO.

BE IT RESOLVED BY THE BOARD OF DIRECTORS
OF THE SACRAMENTO MUNICIPAL UTILITY DISTRICT:

That this Board hereby approves Board member compensation for service
rendered at the request of the Board (pursuant to Resolution No. 25-04-02) for the

period of February 16, 2026, through March 15, 2026.






DRAFT

Sacramento, California

February 19, 2026

The Board of Directors of the Sacramento Municipal Utility District
met in regular session simultaneously in the Auditorium of the SMUD
Headquarters Building at 6201 S Street, Sacramento, and via virtual meeting
(online) at 6:00 p.m.

Roll Call:

Presiding:  President Tamayo

Present: Directors Rose, Fishman, Herber, Kerth, and
Sanborn
Absent: Director Bui-Thompson

Present also were Paul Lau, Chief Executive Officer and General
Manager; Laura Lewis, Chief Legal & Government Affairs Officer and General
Counsel and Secretary, other members of SMUD’s executive management; and
SMUD employees and visitors.

Director Sanborn shared the 2030 Climate Action Tip.

President Tamayo called for approval of the agenda. Vice
President Kerth moved for approval of the agenda, Director Herber seconded,
and the agenda was approved by a vote of 6-0, with Director Bui-Thompson
absent.

Director Sanborn, Chair, presented the report for the Strategic
Development Committee meeting held on February 10, 2026.

Director Rose, Chair, presented the report for the Finance & Audit
Committee meeting held on February 17, 2026.

Director Herber, Chair, presented the report for the Policy
Committee meeting held on February 17, 2026.

Director Fishman, Vice Chair, presented the report for the Energy
Resources & Customer Services Committee meeting held on February 18, 2026.

President Tamayo then called for public comment for items on the

agenda.



Written public comment, a copy of which is attached, was received
from the following member of the public:

e Sondra Betancourt

President Tamayo then addressed the Consent Calendar
consisting of ltems 3 through 8. Director Sanborn moved for approval of the
Consent Calendar, Director Fishman seconded and thanked staff, both
management and Organization of SMUD Employees (OSE), for their work in
coming to agreement for Item 5. President Tamayo also thanked staff for their
work through the negotiation process. Resolution Nos. 26-02-01 through

26-02-05 were approved by a vote of 6-0, with Director Bui-Thompson absent.



RESOLUTION NO. 26-02-01

BE IT RESOLVED BY THE BOARD OF DIRECTORS
OF THE SACRAMENTO MUNICIPAL UTILITY DISTRICT:

That this Board hereby approves Board member compensation for
service rendered at the request of the Board (pursuant to Resolution No.
25-04-02) for the period of January 16, 2026, through February 15, 2026.

Approved: February 19, 2026

INTRODUCED: DIRECTOR SANBORN
SECONDED: DIRECTOR FISHMAN
DIRECTOR AYE NO ABSTAIN ABSENT
TAMAYO X
ROSE X
BUI-THOMPSON X
FISHMAN X
HERBER X
KERTH X
SANBORN X




RESOLUTION NO. 26-02-02

BE IT RESOLVED BY THE BOARD OF DIRECTORS
OF THE SACRAMENTO MUNICIPAL UTILITY DISTRICT:

That this Board hereby approves a Memorandum of
Understanding between the Sacramento Municipal Utility District and the
Organization of SMUD Employees (OSE) for the period January 1, 2026,
through December 31, 2029, substantially in the form set forth in Attachment A
hereto and made a part hereof.

Approved: February 19, 2026

INTRODUCED: DIRECTOR SANBORN
SECONDED: DIRECTOR FISHMAN
DIRECTOR AYE NO ABSTAIN ABSENT
TAMAYO X
ROSE X
BUI-THOMPSON X
FISHMAN X
HERBER X
KERTH X
SANBORN X




Attachment A
to Resolution No. 26-02-02

Memorandum of Understanding

Between

Sacramento Municipal Utility District

And

Organization of SMUD Employees

2026 — 2029
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PREAMBLE

Pursuant to the requirements of Government Code Section 3500, et seq., representatives of the
Sacramento Municipal Utility District, hereinafter referred to as “SMUD?”, and the Organization
of SMUD Employees, hereinafter referred to as “the OSE”, have met and conferred in good faith
with the purpose of promoting harmonious labor relations and establishing and maintaining
appropriate wages, hours, and other terms and conditions of employment.

SMUD recognizes the OSE as the exclusive representative of all employees of SMUD who are
assigned to representation Unit 2, as defined in Board Resolution Number 6441. (A list of Unit 2
Classifications appears in Appendix B.) The provisions of this Agreement hereinafter set forth
shall apply to those employees of SMUD for whom the OSE is the established representative.

OSE MOU 2026-2029



ARTICLE 1

DEFINITIONS
1. AGREEMENT
The terms Agreement and MOU are used interchangeably.
2. TYPES OF EMPLOYEES
A. Civil Service Employee
1) A full-time employee hired pursuant to SMUD Civil Service Rules.
2) A part-time employee hired prior to July 1, 1991.
B. Non-Civil Service

1) A part-time employee regularly scheduled to work twenty (20) or more hours and less
than forty (40) hours per week (including overtime).

2) A casual employee as defined by SMUD Civil Service Rules.
3) A person hired under the Student Employment Program.
4) A rehired CalPERS annuitant.
5) A Limited Term Employee.
C. Full-Time Employee

A Civil Service or Non-Civil Service employee regularly scheduled to work eighty (80)
hours in a pay period.

D. Part-Time Employee

A Civil Service or Non-Civil Service employee regularly scheduled to work less than
eighty (80) hours in a pay period (including overtime).

E. Limited Term

1) The term “limited term employee” shall have the same meaning as set forth in Public
Utilities Code §12055 regardless of how such employees are hired, appointed, or
assigned to classifications, positions, or assignments and without regard to title or
terminology.

2) As defined in the Civil Service Rules, a Limited Term employee is a person hired or
appointed by SMUD to perform the job duties of a job classification for a defined
time period of not more than two (2) years’ duration. Limited Term appointments
may be extended for up to two (2) additional years.

4) Limited term employees are immediately covered by this Agreement.

5) Limited term employees are “at will” and serve at the pleasure of SMUD. They are
not covered by SMUD’s Positive Discipline policies, they are not entitled to file
grievances over disciplinary actions, and they may be terminated with or without
reason or with or without just cause at any time and without notice.

F. Non-Represented

-5-
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1) Contract Employee

A Contract Employee is a person working at SMUD who does not get paid through
SMUD’s employee timekeeping system. These workers are placed and paid by a
temporary employment agency or contractor. A Contract Employee is “at will” and is
bound by the service contract between SMUD and the Contract Employer. A Contract
Employee has no entitlements under this Agreement.

2) Service Fee for Leased Employees

A Leased Employee is defined as a worker who is placed and paid by a third-party
employment agency or contractor to do work for SMUD and SMUD controls who,
when, and how the work is to be done. SMUD agrees to commence paying a service
fee equal to a monthly OSE employee’s membership dues while a Leased Employee
is in an OSE position when the Leased Employee has worked continuously at SMUD
more than three (3) months. The fee will be based on the fifth step of the Leased
Employee’s pay scale. SMUD will provide OSE with a list of Leased Employees who
are in OSE positions on a monthly basis.

3. TERM
The term of this Agreement: January 1, 2026, through December 31, 2029.

OSE MOU 2026-2029



ARTICLE 2

ORGANIZATION SECURITY

1. DUES DEDUCTIONS

A.

Employees who voluntarily join the OSE may authorize individual payroll deductions for
dues, initiation fees, and general assessments, as well as any other membership benefit
program sponsored by the OSE (hereinafter collectively “dues deductions™).

The OSE shall be responsible for maintaining records of bargaining unit employees who
provide written consent to become OSE members and authorize dues deductions.

The OSE shall certify to SMUD the identity of such members and the amount of the dues
deductions to be withheld from their paychecks. The OSE is not required to provide a
copy of an individual authorization to SMUD unless a dispute arises about the existence
or terms of the authorization.

SMUD shall deduct from the paychecks of each employee who voluntarily authorizes
dues deductions as certified by the OSE, or pursuant to an authorization form tendered

to SMUD by the OSE or employee, the total amount of dues certified by the OSE per
month. SMUD shall promptly remit to the OSE the total amount deducted, together with
a list identifying each bargaining unit employee from whom a deduction was made from
their paychecks.

SMUD will implement any start or change to the amount of a bargaining unit employee’s
payroll deductions during the first full pay period following notification of such change
by the OSE.

If an employee desires to revoke, cancel or change their dues deduction authorization,
SMUD shall direct the employee to the OSE. SMUD will rely on all reasonable
representations from the OSE as to employee authorizations.

Hold Harmless. The OSE shall indemnify, defend, and hold SMUD, its officers, agents
and employees, harmless against any and all claims, demands, suits, orders, or judgments,
or other forms of liability (including wages, fines, reasonable attorneys’ fees and

costs associated therewith) that arise out of or by reason of action taken or not taken

by SMUD for purposes of complying with any of the dues deduction provisions of

this MOU.

SMUD shall provide Employee Rosters for Unit 2 employees monthly at the pay cycle
when union dues are deducted. The Employee Rosters shall be provided as an Excel
spreadsheet that includes the following information: first and last name, personal mailing
address, personal telephone number, personal email address, subgroup (full-time, part-
time, limited-term, casual), organizational unit, position title, current salary, position start
and end date(s), hire and rehire date(s), and SMUD mail stop.

SMUD shall notify the OSE of an employee’s return to paid status within ten (10)
working days following an unpaid leave of absence in excess of thirty (30) days so the
OSE may resume collection of OSE dues.

OSE MOU 2026-2029



2. OSE RELEASE TIME

A. Officers and Directors. Once each calendar year during the month of January, the OSE
shall provide SMUD with a list of the OSE Officers and Directors. In meeting both the
organizational business needs and the employee representation obligations of the OSE,
the OSE may allocate release time and OSE duties among these key individuals.

1) SMUD shall make arrangements to accommodate requests from OSE Officers and
Directors for a reasonable amount of time off from their regular assignments to attend
scheduled meetings with SMUD management, participate in SMUD projects, and
represent bargaining unit employees. Such time off is subject to prior notice and
approval of the immediate supervisor of the individual making the request.

2) An OSE representative’s time spent conducting OSE business should be charged to
the appropriate Work Order Number.

B. OSE Leave Bank. SMUD and the OSE agree to establish an OSE Leave benefit and
create an OSE Leave Bank to support it.

1) OSE Leave is paid leave that may be utilized by OSE members to conduct OSE
business and/or to attend seminars, conferences, conventions, or other meetings at the
local, state and national level. An OSE member who is designated by the OSE
President or, in the President’s absence, the Vice President, may take OSE Leave
subject to the advance approval of the employee’s immediate supervisor.

2) To establish and maintain the OSE Leave Bank, a Unit 2 employee may contribute
some or all of the employee’s accumulated annual leave or compensatory time off to
the OSE subject to the following conditions:

a) A Unit 2 employee may contribute to the OSE Leave Bank in one (1) hour
increments consisting of one (1) or more hours;

b) When donated, leave shall be credited to the OSE Leave Bank at the current
hourly rate of the donating employee;

c¢) When used, the OSE Leave Bank shall be debited at the current hourly rate of the
employee using the leave;

d) The OSE Leave Bank account shall be designated by SMUD and OSE leave taken
shall be charged to the appropriate Work Order Number.

3. USE OF SMUD FACILITIES

A. Bulletin Boards — The OSE shall be provided a reasonable amount of bulletin board space
in specifically designated areas for posting organization bulletins. The OSE shall be
responsible for removing out-of-date materials, but SMUD reserves the right to remove
out-of-date or prohibited material.

1) The OSE shall provide up to twenty-five (25) bulletin boards to be installed by
SMUD at mutually agreeable locations.

B. Inter-Office Mail — The OSE shall be allowed to use SMUD'’s inter-office mail to
communicate with OSE represented employees.
OSE mail shall be pre-sorted by mail stop.

-8-
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C. Internal Email — The OSE shall be allowed to use SMUD’s internal email system to
communicate with OSE represented employees.

1) The OSE President and Vice President are the only OSE members authorized to use
SMUD's internal email systems (e.g., Outlook) to send no-reply notices to the OSE
membership.

2) Email notices shall not contain any confidential information and shall be in the nature
of announcements regarding OSE activities (i.e. OSE membership meetings, OSE
election results, OSE meeting minutes and reports, OSE social events, and OSE
member participation at community events).

3) No-reply email notices of any other nature must have approval of the SMUD
Employee Relations Manager prior to distribution.

4) Copies of the no-reply notices shall be sent to the SMUD Employee Relations
Manager at the time of distribution to the OSE membership.

5) A maximum of 52 no-reply notices may be sent to the OSE membership per calendar
year, with the understanding that this allowance for OSE no-reply email notices is an
exception to “acceptable use” under SMUD’s Electronic Information Policy (AP
05.02.04). This agreement does not preclude compliance with all other provisions of
this SMUD policy.

D. Use of Meeting Rooms/Access to Work Locations

1) SMUD shall make conference rooms available to the OSE, subject only to SMUD’s
established procedures for the reservation and use of such facilities by SMUD’s
internal organizational units.

2) OSE representatives shall be granted reasonable access to work locations to engage in
those activities necessary to the representation of employees assigned to Unit 2.

. UNION BUSINESS LEAVE

SMUD and the OSE agree to establish an OSE Leave Benefit in addition to the OSE Leave
Bank.

A. OSE Leave is leave that may be utilized by OSE members to conduct OSE business
and/or to attend training, seminars, conferences, conventions, or other meetings at the
local, state and national level.

B. Requests for OSE Leave shall be made at least two (2) weeks in advance and shall be
directed to the Manager, Employee Relations, unless otherwise agreed to between
SMUD and the OSE. Such requests shall be made by the OSE President, or in the
President’s absence, the Vice President.

C. In an emergency, the Manager, Employee Relations shall have the authority to cancel
scheduled OSE Leave.
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D. The OSE shall be reimbursed for any documented expenses and/or loss of money
resulting from SMUD’s action, provided the OSE informs SMUD of the pending loss at
the time the OSE is requested to cancel the leave.

E. Employees utilizing OSE Leave shall remain on SMUD’s payroll and shall continue to
receive CalPERS contributions and service credit. Employees on OSE Leave shall suffer
no loss of compensation, benefits, or loss of seniority.

F. The OSE shall reimburse SMUD for the employee’s salary and fringe benefits at the then
current activity rate for their position while the employee is on OSE Leave. The OSE
shall provide such reimbursement within thirty (30) calendar days following receipt of
invoice.

G. The OSE agrees to indemnify and hold SMUD harmless against any and all liability for
loss, damage, cost or expense which SMUD may incur by reason of bodily injury,
including death, to any person or persons or by reason of damage to or destruction of
property, including the loss of use thereof, arising out of or in any way connected with
the program described herein, whether or not due in whole or in part to any act, omission
or negligence of SMUD, active or passive, excepting only such injury, loss or liability as
may result from the criminal or willful misconduct of SMUD, its agents or employees,
other than employees participating in this program.

1) Workers’ Compensation. Where payments are made to SMUD employees under a
workers’ compensation or disability benefits law for bodily injury or death arising
out of or in any way connected with the program described herein, the OSE shall
make full and complete reimbursement to SMUD to the extent such payment
increases SMUD’s workers’ compensation or disability benefit costs, whether such
increase in cost occurs in the form of an increase in premiums or contributions,
reduction in dividends or premium refunds, or otherwise.

2) Notice and Defense of Claims. In the event any claim or demand is made or suit or
action is filed against SMUD alleging liability for which the OSE shall indemnify
and hold harmless SMUD under this Section, SMUD shall promptly notify the OSE
thereof, and the OSE shall bear all costs and expenses, including legal fees, to settle,
compromise or defend the same in such manner as it, in its sole discretion, deems
necessary or prudent.

3) Insurance Representation. The OSE agrees to carry the amount of self-insurance or
comprehensive liability insurance, including contractual liability coverage, covering
the indemnification and defense obligations set forth herein, subject to such types
and amounts of self-insurance, retentions, or deductibles as are consistent with good
business practices in the industry.

5. OSE ACCESS TO NEW EMPLOYEE ORIENTATIONS

SMUD shall notify the OSE of the time and location of all new employee orientation (NEO)
meetings at least ten (10) working days prior to the meeting, unless an urgent and
unforeseeable need for an orientation meeting precludes SMUD from providing such notice.
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If ten (10) working days advance notice cannot be provided, SMUD shall provide as much
advance notice as possible. The OSE shall be afforded thirty (30) minutes during the NEO to
present information about the OSE to new OSE employees.
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ARTICLE 3

HOURS OF WORK

1. BASIC WORK WEEK

The normal work week consists of seven (7) consecutive twenty-four (24) hour periods
beginning at 12:00 a.m. on Saturday and ending the following Friday at 11:59 p.m. Full-time
employees are regularly scheduled to work forty (40) hours per work week. Part-time
employees are regularly scheduled to work less than forty (40) hours per work week

(including overtime). Employees may be required to work overtime to meet the needs of
SMUD.

WORK SCHEDULES
A.

Normal Work Schedule — The normal work schedule shall be five (5) consecutive eight
(8) hour work days, Monday through Friday, with an unpaid meal period approximately
midway through the work day.

Alternate Work Schedules — Alternate work schedules may be made available to
employees subject to the operational needs of SMUD. Alternate work schedules are as
follows:

1) 9/80 Work Schedule

a)

b)

The biweekly work schedule shall consist of eight (8) work days of nine (9) hours
per day and one (1) work day of eight (8) hours paid at the straight-time rate, with
an unpaid meal period approximately midway through the work day. Each
biweekly work period shall include five (5) days off.

Normal days off each biweekly work period are Saturdays, Sundays and one (1)
alternate day off. SMUD shall determine which days of the week are acceptable
for use as an alternate day off based on operational requirements.

(1) Initially, employees within a designated work group shall be allowed to
request their preferred alternate day off schedule based upon their SMUD
seniority and subject to SMUD approval.

(2) When a vacant position is being filled within a designated work group, the
open alternate day off shall be offered to eligible employees based on their
SMUD seniority pursuant to Section 2.B.1)b)(1) of this Article.

Work schedules and alternate days off may be changed subject to the following:

(1) SMUD may change work schedules and/or alternate days off as deemed
necessary, provided that thirty (30) calendar days written notice is given to the
affected employee(s).

(2) Employees may request to change their alternate day off or may request to
change to a 4/10 work schedule subject to SMUD approval.

(3) Employees may revert to a 5 day/8 hour per day work schedule at any time
during the year, provided they give thirty (30) calendar days written notice
(unless this is waived by SMUD) and receive approval from SMUD.

-12-
OSE MOU 2026-2029



(4) Work schedule and/or alternate day off changes made in accordance with this
Section shall be for no less than a pay period and shall be subject to the
provisions of Section 4.C.2 of this Article.

2) 4/10 Work Schedule

a)

b)

The biweekly work schedule shall consist of eight (8) work days of ten (10) hours
per day, paid at the straight-time rate with an unpaid meal period approximately
midway through the work day. Each biweekly work period shall include six (6)
days off.

Normal days off each biweekly work period are Saturdays, Sundays and one (1)
alternate day off in each of the two (2) weeks. SMUD shall determine which days
of the week are acceptable for use as alternate days off based on operational
requirements.

(1) Initially, employees within a designated work group shall be allowed to
request their preferred alternate day off schedule based upon their SMUD
seniority.

(2) When a vacant position is being filled within a designated work group, the
open alternate day off shall be offered to eligible employees based on their
SMUD seniority subject to Section 2.B.2)b)(1) of this Article.

Work schedules and alternate days off may be changed subject to the following:

(1) SMUD may change work schedules and/or alternate days off as deemed
necessary, provided that thirty (30) calendar days written notice is given to the
affected employee(s).

(2) Employees may request to change their alternate day off or may request to
change to a 9/80 work schedule subject to SMUD approval.

(3) Employees may revert to a 5 day/8 hour per day work schedule at any time
during the year, provided they give thirty (30) calendar days written notice (unless
this is waived by SMUD) and receive approval from SMUD.

(4) Work schedule and/or alternate day off changes made in accordance with this
section shall be for no less than a pay period and shall be subject to the provisions
of Section 4.C.2) of this Article.

3) Participation in Alternate Work Schedules

4)

a)

An employee’s eligibility for participation in an alternate work schedule shall be
determined by SMUD based on operational requirements.

b) An employee’s participation in an alternate work schedule is voluntary.

Continuation of Alternate Work Schedules

It is the intent of SMUD and the OSE to work together to resolve any unforeseen
problems that may arise regarding the administration of alternate work schedules. The
9/80 and/or 4/10 alternate work schedule program shall be continued only with
mutual agreement between SMUD and the OSE. Either party may request in writing
to discontinue an alternate work schedule. Absent an agreement to do otherwise, the

-13-
OSE MOU 2026-2029



alternate work schedule shall be terminated thirty (30) calendar days following
receipt of the written request.

C. Special Work Schedules — Special work schedules are different from normal or alternate
work schedules. They include the following:

1) A schedule that requires employees to work Tuesday through Saturday.

2) A schedule that requires employees to work one-half day on Saturday with an
equivalent number of hours off during the same work week.

3) Other special work schedules may be established by mutual agreement between
SMUD and the OSE when the work schedules identified in Sections 2.A and 2.B of
this Article are insufficient to meet established business needs.

D. Service Dispatchers

1) Employees assigned to this classification within DSO receive a wage premium, equal
to 10% of the hourly rate assigned to the top step of the Computer Operator Specialist
II pay range, applied to all hours worked.

2) Employees working the relief week can be assigned for the relief of any shift with or
without advance notice.

3) These sections do not apply to employees covered in this section: Article 3, Section
4.C.4, Article 6, Section B, and Article 7, Section 1.

3. MEAL PERIODS

Employees shall receive either a one-half ('2) hour or one (1) hour meal period
approximately midway through their regular workday. Except as provided in Section 4.B.3)
of this Article, meal periods shall be unpaid.

Employees who are scheduled to work six (6) hours or less are not required to take a meal
break.

4. SHIFTS AND START TIMES
A. Shifts are as follows:

1) First Shift — Regularly scheduled to begin between the hours of 4:00 a.m. and
11:59 am.

2) Second Shift — Regularly scheduled to begin between the hours of 12:00 noon and
7:59 p.m.

3) Third Shift — Regularly scheduled to begin between the hours of 8:00 p.m. and
3:59 am.

B. SMUD may establish different shifts when necessary to meet the operational needs of
SMUD as follows:

1) Rotating Shift - Requires assigned employees to rotate between two (2) or more
shifts.
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2)

3)

Emergency Relief Shift - Requires assigned employees to be available for emergency
relief duty in rotating shifts on any day of the week without advance notice.

a) Employees assigned to an emergency relief shift normally have a minimum of
twelve (12) hours off between shifts.

b) When employees are required to report for duty without twelve (12) hours off
between shifts, they shall be paid at the applicable overtime rate for any time
worked within the twelve (12) hour period following the end of their preceding
work shift.

Special Shift - A work period consisting of an eight (8), nine (9), or ten (10) hour
work day during which employees are permitted to eat a meal on SMUD time.

C. Change in Shifts and/or Start Times

1y

2)

3)

4)

5)

Shifts and/or start times shall be established consistent with the normal operation of a
division or department and shall not be changed arbitrarily.

Subject to applicable overtime policies, shifts and/or start times may be changed as
deemed necessary by SMUD for reasons including, but not limited to:

a) Provide better service to customers or other work units;

b) Stagger working hours to alleviate traffic congestion;

c) Reflect seasonal changes in daylight hours or temperature conditions;

d) Provide extended coverage for maintenance testing and operating activities; or
e) Reflect the desires of employees in a work unit, with supervisory approval.

If an employee’s work shift and/or start time is changed by SMUD for five (5) days
or more, the employee shall be given at least twenty-four (24) hours advance
notification. In addition, the employee shall have a minimum of twelve (12) hours off
between the shifts and/or start time and shall not be required to work more than forty
(40) hours at the straight-time rate of pay.

a) If SMUD does not provide an employee with at least twenty-four (24) hours’
notice or twelve (12) hours off between shifts and/or start time changes, the
employee shall receive the applicable overtime rate for those hours worked on the
first day of the change that encroach upon either the twenty-four (24) hour notice
or the twelve (12) hour off requirements, whichever is greater.

b) Overtime and rest period provisions shall apply to the employee’s new shift
and/or start time.

Shift and/or start time changes of less than five (5) days worked (including Saturday,
Sunday, and holidays) are not considered an official change in shift and/or start time.
Employees shall be compensated at the applicable overtime rate for all hours worked
other than their regular work hours for each work day when the change in shift and/or
start time is directed by SMUD.

When employees who have been reassigned pursuant to Section 4.C.3) and 4.C.4) of
this Article are returned to their regularly scheduled work shift and/or start time, they
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shall be paid at the straight-time rate of pay for work performed during their normal
work hours subject to the following:

a) When employees return to their regular work shift and/or start time, they are
entitled to a minimum of twelve (12) hours off between shifts.

b) If employees do not get the twelve (12) hours off, they shall be paid the applicable
overtime rate for any time worked within the twelve (12) hour period following
the end of their preceding work shift.

5. MAKE-UP TIME FOR PERSONAL BUSINESS

The following Make-Up Time for Personal Business Policy shall apply for full-time and
part-time Unit 2 employees:

A. Make-up time is a mechanism for full-time and part-time employees to take four (4)
hours or less time off to attend to the occasional personal obligation or medical
appointment that the employee is generally not able to complete outside of normal
business hours. Make-up time is not intended to substitute for tardiness, to be used in
conjunction with vacation time off, or to create a permanent work schedule change. The
daily overtime provisions of this MOU do not apply to approved make-up time worked.

B. Make-up time must be worked and used in fifteen (15) minute increments and is limited
to no more than four (4) hours in a work week. Employees working make-up time are
not authorized to work more than twelve (12) total hours in a day, including regular and
make-up hours. (Example: 8 regular hours + 4 make-up hours; 9 regular hours + 3
make-up hours; and 10 regular hours + 2 make-up hour).

C. Request Procedure: Employees must provide a signed written request to their supervisor
for each occasion they want to work make-up time using the Make-Up Time for Personal
Business Request Form (SMUD-3503). The request must be made prior to the
performance of the make-up work. The request must also include the date and hours the
employee wants to take off. Both the make-up hours and time off must be in the same
work week. The supervisor may then choose to grant or deny any request to work make-
up time.
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ARTICLE 4

WAGES

1. PAY PERIODS/PAYDAYS
A. Pay Periods

B.

1) A pay period for 5/8 and 4/10 work schedules is fourteen (14) consecutive days
beginning at 12:00 a.m. on Saturday and ending at 11:59 p.m. on Friday.

2) The pay period for the 9/80 work schedule set forth in Article 3, Section 2.B.1) is the
fourteen (14) consecutive-day period applicable to the specific 9/80 work schedule
pattern of an employee. Refer to Appendix A for examples of 9/80 work schedule
patterns.

Pay Days

Employees shall be paid on the Friday following the close of the pay period. Paychecks
normally are distributed on the Thursday preceding payday and dated payday Friday. If
Thursday is a holiday, paychecks shall be distributed on the preceding Wednesday and
shall be dated for the Friday of that week. If payday is a holiday, paychecks shall be
dated and distributed on the preceding Thursday.

ENTRY RATES - NEW EMPLOYEES
A.

New employees normally are placed at the first step or entry-level rate of pay for their
classification.

Employees who possess exceptional qualifications may be placed at a starting rate that is
above the first step for their classification, subject to approval by SMUD. The following
items shall be evaluated when considering an employee for a higher entry-level rate of

pay:
1) The quality and quantity of the employee’s relative work experience.

2) The wage level and qualifications of other SMUD employees in the same
classification.

3) The wage demands of the new employee.

4) The availability of other qualified applicants.

WAGE SCHEDULE PROGRESSION FOR SLANT LINE/FLEX CLASSIFICATIONS

When pay grades are designated as Slant Line/Flex classifications, movement to the next
higher classification within the series is based upon a specified amount of time, as reflected
in the classification specification, in the lower classification and satisfactory job performance
as reflected in a completed performance evaluation.

OSE Slant Line/Flex classifications that existed prior to the 2010 revision of the Civil
Service Rules are as follows:

COMPUTER OPERS SPCLST (E)
COMPUTER OPERS SPCLST (J)
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CONSTR MGMT INSPCTR I
CONSTR MGMT INSPCTR II
DRAFTING TECH I
DRAFTING TECH II

DOC RECORDS SPCLST I
DOC RECORDS SPCLST II
ENERGY SPECIALIST (E)
ENERGY SPECIALIST (J)
ENGINEERING DES I
ENGINEERING DES I
ENGINEERING DES III
ENGINEERING TECH (E)
ENGINEERING TECH (J)
GENERATION DES I
GENERATION DES I
GENERATION DES 1II
LAND AGENT - A

LAND AGENT - B

LAND AGENT - C

OSE Slant Line/Flex classifications created after the 2010 revision of the Civil Service
Rules are as follows:

IPPS SPCLST I
IPPS SPCLST II
GIS DATA TECH (E)
GIS DATA TECH (J)

4. MERIT INCREASES

Employees within a classification with established pay steps shall be eligible for merit
increases at specified intervals until they reach the top of their pay grade. Merit increases are
granted for effective job performance, as reflected in a completed performance evaluation.

A. Eligibility
1) Permanent, limited-term full-time and part-time employees assigned to a

classification with established pay steps shall be considered for merit increases at
every twenty-six (26) weeks.

2) Probationary Period — Absences during the probationary period may extend an
employee’s merit increase eligibility date. If an employee’s probationary period is
extended, the employee’s merit increase eligibility date also shall be extended by the
same amount of time.

3) Leaves of Absence without Pay — A leave of absence without pay in excess of thirty
(30) calendar days (except military leave) may extend an employee’s merit increase
eligibility date.

B. Temporary Appointments
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Employees who are temporarily appointed to a higher classification shall be eligible for
merit increases as follows:

1) Employees who are temporarily appointed to a higher or different classification shall
continue to earn merit increases as though continuously assigned to their permanent
classification.

2) Employees who are assigned to a higher classification through a temporary timecard
upgrade shall not accrue time toward a merit increase in the higher classification.

3) Employees who are temporarily appointed to a higher classification by an action in
Employee Central or comparable document for more than six (6) consecutive months
shall accrue time toward a merit increase in their higher classification.

. Granting Merit Increases

1) A one-step merit increase shall be effective and initiated automatically on the first
day of the pay period that includes the merit increase due date unless SMUD
withholds the increase in accordance with Section 4.D of this Article.

2) SMUD may grant merit increases of two (2) or more steps to an employee based on
exceptional job performance. If an employee is granted a merit increase of two (2) or
more steps, the additional merit increase shall be effective the first day of the pay
period that includes the merit increase due date.

. Withholding Merit Increases

1) An employee’s merit increase may be withheld for documented unsatisfactory
progress or job performance, as reflected in a completed performance evaluation. The
supervisor must discuss the withholding of the merit increase with the employee at
least ten (10) calendar days prior to the date the merit increase was due.

2) Once SMUD has determined the employee has corrected unsatisfactory progress or
job performance, the employee shall be granted the withheld merit increase.

Normally, an employee shall not be reconsidered for a merit increase for at least six
(6) months.

3) When an employee is granted the withheld merit increase, the effective date of the
merit increase shall establish the eligibility date for the next merit increase.

4) SMUD’s denial of a merit increase is subject to the grievance procedure contained in
Article 20 of this Agreement.

5. WAGE ADJUSTMENTS

A.

B.

Effective the first pay period for the 2026 payroll year, SMUD shall provide a
wage increase of 3.85% for all Unit 2 classifications.

Effective the first pay period for the 2027 payroll year, SMUD shall provide a
wage increase of 3.85% for all Unit 2 classifications.

. Effective the first pay period for the 2028 payroll year, SMUD shall provide a

wage increase of 3.85% for all Unit 2 classifications.

Effective the first pay period for the 2029 payroll year, SMUD shall provide a
wage increase of 3.85% for all Unit 2 classifications.
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E. Equity Adjustments

1. Effective the first pay period for the 2026 payroll year, and prior to any general
wage adjustments, the wage rates for employees in the following job
classifications, and all classifications related or tied to these classifications (e.g.
classification series) will be increased to the median as specified below:

Job Classification 2026 Equity Adjustment
Engineering Designer 4.7%

Graphic Designer 4.0%

Information Technology Technician 17.1%

Land Agent 15.9%

2. SMUD and OSE agree to review the following classifications beginning no later
than June 30, 2026, to determine whether the duties performed by employees are
sufficiently distinct or unique to warrant the splitting and/or creation of new
classifications and/or differentiation for purposes of compensation:

e (Customer Services Representative
e Service Dispatcher

3. Upon request of OSE the parties agree to meet and confer to determine the
comparable classifications that will be used in any future salary surveys.

6. FUTURE SALARY SURVEYS

SMUD and the OSE agree that the list of agencies/companies contained in Appendix C shall
be used for Classification and Pay Studies of Unit 2 positions conducted during the term of
this Agreement, unless the parties mutually agree to modify the list in writing.
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ARTICLE 5

OVERTIME

1. DEFINITION

Overtime is time worked in excess of the regularly scheduled eight (8), nine (9), or ten (10)
hour work day or beyond the regularly scheduled work week or time worked on a holiday.
For purposes of determining overtime compensation, all paid leave hours shall count as hours
worked. Overtime work requires prior SMUD approval.

DISTRIBUTION OF OVERTIME

Any employee may be required to work overtime to meet the needs of SMUD. A willingness
to work overtime when requested is a condition of employment. When permitted by the work
situation, overtime is distributed as equally as possible subject to the following:

A. Overtime is first allocated to qualified volunteers within the appropriate classification
assigned to the applicable work group/division as follows:

1.

Each department that assigns overtime will maintain a list of employees within
each classification identifying the total number of overtime hours worked and
turned down by each employee. The list will be ordered from lowest amount of
overtime worked or turned down to the highest amount of overtime worked or
turned down. The list will be updated every pay period.

When noticing employees to work overtime, the employee with the lowest
amount of overtime worked or turned down will be offered the first opportunity to
work the overtime.

Employees who work or turn down an overtime assignment will be credited with
the number of overtime hours associated with the assignment.

Subsequent overtime assignments will be offered to the employee with the next
lowest amount of overtime worked or turned down.

. Employees who are off work on leave will not be asked or required to work

overtime while on leave and will not be credited with turned down overtime hours
while on leave.

If overtime is needed on a paid holiday, employees who turn down the overtime
will not be credited with the turned down hours.

Employees who are already scheduled for pre-arranged overtime will not be
called.

In the absence of qualified volunteers, the supervisor may either assign employees
within the applicable work group/division or may seek other volunteers pursuant to
Sections 2.B and 2.C of this Article.

B. Overtime is next allocated to qualified volunteers within the classification assigned to
other work groups/divisions.

C. Overtime is next allocated to other qualified volunteers.

21-
OSE MOU 2026-2029



3. ELIGIBILITY
A. Employees are entitled to overtime compensation as follows:

1) All full-time employees are eligible to work overtime pursuant to Section 1 of this
Article.

2) Part-time employees are eligible for overtime compensation when they work in
excess of their regularly scheduled work day, provided such work day is eight (8),
nine (9), or ten (10) hours, or they work more than forty (40) hours in a work week.
Part-time employees who are regularly scheduled to work less than eight (8) hours in
a day are not eligible for overtime compensation unless they work in excess of eight
(8) hours in a workday.

4. CASH COMPENSATION/COMPENSATORY TIME OFF

A. Except as otherwise provided herein, all overtime shall be paid in cash at two times (2x)
the straight time hourly rate of pay. The double time rate of pay also shall apply to
overtime worked on holidays and is payable in addition to normal holiday pay.

B. Employees may elect to earn compensatory time off (CTO) in lieu of cash solely at the
employee’s option.

1) CTO shall be earned at the rate of two (2) hours accrued for each hour of overtime
worked. Accumulated CTO may not exceed forty (40) hours. CTO credits that have
not been used by the end of payroll period 21 shall be paid to the employee on payroll
period 22 at the employee’s current effective base pay.

For purposes of this provision, the CTO year shall be the beginning of payroll period
22 through the end of payroll period 21 of the following year.

2) CTO may be used in fifteen (15) minute increments and must be exhausted before
annual leave may be used. Use of CTO shall be at a time approved by SMUD and
shall not be unreasonably denied.

5. MINIMUM OVERTIME GUARANTEES

A. Emergency Call-Out — When employees are called for an emergency, their work time
will begin at the time they are contacted. For the purpose of this provision, concurrent
calls or successive calls without a break in work are considered a single call.

1) Employees who are called for an emergency shall be paid at the overtime rate for the
actual overtime hours worked, but shall receive a minimum of two (2) hours overtime
compensation.

2) If the call-out extends into the employee’s regular work hours, the employee shall
only be paid at the overtime rate for the actual overtime hours worked.

3) When an employee is called out to work more than once in a 24-hour period from
midnight to midnight, the two (2) hour minimum shall be paid only for the first call-
out. For subsequent call-outs, the employee shall be paid at the overtime rate for the
actual overtime hours worked.

B. Prearranged Overtime (Overtime Worked on a Non-Scheduled Work Day) — Employees
who report for prearranged overtime shall be paid a minimum of two (2) hours overtime
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compensation whether or not they are actually needed. Prearranged overtime may be
cancelled with one (1) hour advance notice to the employee.

C. Early Call-In — Employees who are called into work early shall be paid at the overtime
rate for the actual hours worked during the early call-in.

6. MAXIMUM OVERTIME ALLOWED

Employees normally are not allowed to work more than sixteen (16) consecutive hours or
any combination of sixteen (16) hours within a 24-hour period, except in circumstances
involving public safety or welfare. When SMUD authorizes work in excess of the above-
described maximums, SMUD shall ensure that an employee is capable of working in a safe
manner.

7. REST PERIODS

A. Employees who work extended overtime following completion of their regularly
scheduled work day (i.e., overtime worked back-to-back with regularly scheduled hours)
are entitled to an 8.5 consecutive hour rest period prior to the start of their next regularly
scheduled work day. Employees who do not receive 8.5 hour rest period prior to the start
of their next regularly scheduled work day will delay the start time of their next regularly
scheduled work day by the number of hours necessary to equal an 8.5 hour rest period.

B. Special Rest Periods — SMUD may approve a special four (4) hour rest period for an
employee who has worked four (4) or more overtime hours in the eight (8) hours
immediately preceding their regular start time due to an emergency call-out and the
timing of the call-out has prevented the employee from getting sufficient rest.

C. The rest period begins when the employee is released from duty. Employees shall be
compensated during designated rest periods as follows:

1) If any part of the rest period falls within the employee’s regular work hours, they
shall be paid for those hours at the straight-time rate of pay.

2) Employees shall not be compensated for lunch periods that fall within designated rest
periods.

3) Ifarest period cannot be provided when due or an employee is required to report to
work prior to the end of their rest period, the employee shall be paid at the overtime
rate of pay until the rest period is provided.

D. When an employee’s rest period ends during their regular work hours, they may report
for work at any time during their regular work hours or may report to work on their next
regular work day, subject to SMUD approval. Any time off taken after the employee’s
rest period ends shall be charged to either CTO, annual leave, or leave without pay.

8. CHANGES IN MEAL PERIODS
A. SMUD may alter an employee’s normal meal period for the following reasons:
1) When work must be performed during a time convenient to the customer;

2) When work must be performed because of an interruption of utility service or other
emergency; or,

3) When work must be performed to eliminate a hazard to life or property.
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B. If an employee’s normal meal period is altered, but the employee can be given a meal
period within one (1) hour or less of the normal time, the employee shall not receive
overtime compensation for the meal period.

C. If an employee is unable to take a meal period within one (1) hour of their normal meal
period, the employee shall be paid at the overtime rate for the time worked during the
employee’s normal meal period. The employee also shall be allowed reasonable time to
eat a meal on SMUD time.
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ARTICLE 6

WAGE PREMIUMS

1. SHIFT DIFFERENTIAL
A. Eligibility

Full-time employees who work the second, third or relief/rotating shift shall be entitled to
a shift differential wage premium.

B. Shift Differential Wage Premiums

1)

2)

3)

Second Shift

Employees who are assigned to work the second shift shall receive a shift differential
wage premium equal to 6% of the hourly rate assigned to the top step of the
Computer Operator Specialist II pay range.

Third Shift

Employees who are assigned to work the third shift shall receive a shift differential
wage premium equal to 8% of the hourly rate assigned to the top step of the
Computer Operator Specialist II pay range.

Relief/Rotating Shift

Employees who are assigned to work relief/rotating shifts shall receive a shift
differential wage premium equal to 10% of the hourly rate assigned to the top step of
the Computer Operator Specialist II pay range.

C. Shift Differential Wage Premium Payments

1y

2)

3)

Any shift differential payable to an employee based upon their regularly scheduled
hours of work also shall be paid for any time worked immediately before or following
the employee’s regular work hours.

Example: If the employee’s regularly scheduled work hours are 3:30 p.m. to
11:30 p.m. and they work from 3:30 p.m. to 1:30 a.m., the second-shift
differential wage premium shall be paid for the entire work period.

When an employee is required to work a full, regularly established shift other than
their own regularly established shift, the employee shall be paid the shift differential
wage premium that is applicable to the shift in progress at the start of such work.

Example: If the employee’s regularly scheduled work hours are 3:30 p.m. to
11:30 p.m. and their hours are changed for one (1) day to the established
1 a.m. to 9 a.m. shift, the employee shall be paid the third-shift
differential wage premium for the entire work period.

When an employee who is receiving a shift differential wage premium works
overtime, the overtime rate of pay also shall be applied to their shift differential wage
premium.
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2. TEMPORARY UPGRADES

SMUD agrees to timecard upgrade a Unit 2 employee when such an employee is directed to
assume duties and responsibilities of a higher classification.

Assignments to higher classifications exceeding fifteen (15) working days from the first day
of the assignment require a temporary upgrade action. Except as provided in Article 14,
Section 5 (Training Assignments) of this Agreement, employees shall be paid subject to the
following:

A.

When an employee receives a temporary timecard upgrade to another Unit 2
classification, such employee shall be paid at the first step within the higher classification
that provides a minimum of 2.5% above their current effective base pay.

. When an employee receives a temporary timecard upgrade to an exempt classification,

such employee shall be paid at the first step within the higher classification that provides
a minimum of 5.0% above their current effective base pay.

3. FINANCIAL AND SAFETY INCENTIVES

A.

SMUD may periodically institute a financial and/or safety incentive program. SMUD
shall determine incentive payment amounts and the goals that must be achieved in order
to qualify for an incentive payment.

An employee shall be eligible to receive financial and safety incentive payments if the
employee was in a paid status for at least 50% of the period covered by the program.

An employee shall be eligible for a financial incentive payment if SMUD attains its
financial goals for the period covered by the program.

An employee shall be eligible to receive a safety incentive payment when SMUD attains
its safety goals and the employee meets the following requirements during the period
covered by the program:

1) The employee did not have a lost time accident; and,
2) The employee has not had a preventable vehicle accident.

SMUD may grant periodic safety recognition and/or safety getaway awards. An
employee shall be eligible to receive such awards if they meet the following requirements
during the period covered by the program:

1) The employee is a permanent employee;

2) The employee has attended all scheduled safety meetings, or has been excused
from attending some or all scheduled safety meetings;

3) The employee has had no preventable vehicle accident or any other accident due
to a work rule safety violation;

4) The employee is not on a follow-up drug/alcohol testing program as a result of a
“for cause” initial screening; and,

5) The employee is in compliance with any Substance Abuse Rehabilitation Program
requirements, if applicable.
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4. NOTIFICATION OF INCENTIVE PROGRAMS

SMUD shall notify the OSE of all rewards, recognition and incentive programs proposed
after ratification of this MOU and shall meet and confer prior to implementation of new
programs, revisions to existing programs, and/or any discussion with Unit 2 employees. All
rewards recognition and incentive program payments shall comply with the provisions of 29
C.F.R. § 778.331.
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ARTICLE 7

ON-CALL PAY

1. REGULAR ON-CALL STATUS

A.

Regular On-Call status is defined as a status whereby an employee is required to remain
fit for duty, be reachable, and readily available to report for work in an emergency
situation twenty-four (24) hours per day for a specified time period. Regular On-Call
status will typically span a period of seven (7) consecutive days.

Employees assigned to Regular On-Call status shall be compensated as follows:

1) An employee who is required to serve in an on-call status shall be compensated at the
rate of two (2) hours of straight time pay for each day on call.

2) On-Call compensation shall be paid in addition to any overtime compensation for
time worked.

SHORT NOTICE ON-CALL STATUS
A.

Short Notice On-Call status is defined as an assignment that is intended to meet short
term staffing needs during storms, earthquakes and other emergency situations when
SMUD has determined that the Regular On-Call staffing is inadequate to meet the
operational (power restoration) needs of SMUD. Short Notice On-Call assignments are
not expected to last more than six (6) consecutive days.

Employees may be assigned to Short Notice On-Call status as follows:

1) Employees shall be notified that they are being placed on Short Notice On-Call as
early as possible but no later than the end of their regular workday. Such assignments
shall be for one (1) day unless otherwise indicated.

2) Employees so assigned must provide telephone and/or pager numbers at which they
may be reached. SMUD shall provide telephones/pagers as needed.

3) Employees assigned to Short Notice On-Call status shall be expected to remain fit for
duty, be reachable by telephone or pager, and be available to respond to a call-out in a
reasonable (i.e., typically within thirty (30) minutes of call-out) amount of time.

. Employees assigned to Short Notice On-Call status shall be compensated as follows:

1) An employee who is required to serve in a Short Notice On-Call status shall be
compensated for two (2) hours of pay at the regular straight time rate of pay for each
day so assigned.

2) Short Notice On-Call compensation shall be paid in addition to any overtime
compensation for time worked.
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ARTICLE 8

HOLIDAYS

1. AUTHORIZED HOLIDAYS
A. Regular Holidays

SMUD guarantees eligible employees the following nine (9) Regular Holidays: New
Year's Day (January 1); Martin Luther King, Jr. Day (the third Monday in January);
President’s Day (the third Monday in February); Memorial Day (the last Monday in
May); Independence Day (July 4); Labor Day (the first Monday in September);
Thanksgiving Day (the last Thursday in November); the Friday after Thanksgiving; and
Christmas Day (December 25).

B. Floating Holidays

In addition, Full-Time and Part-Time employees with six (6) or more months of
continuous service shall receive floating holidays according to the following schedule:
May 1, July 1, September 1, and November 1. Each floating holiday is administered as
eight (8) additional hours of annual leave for Full-Time employees and four (4)
additional hours of annual leave for Part-Time employees and may be carried over from
year to year in the same manner and with the same limits as accumulated annual leave.

SMUD shall approve the use of a floating holiday, or a day of annual leave for any Unit 2
employee who has served in the armed forces of the United States, or their allies, and
who wishes to observe the (November 11) Veteran’s Day Holiday.

C. Special Holidays (Christmas Eve - New Year’s Eve)

SMUD may authorize additional time off for eligible employees on either Christmas Eve
or New Year’s Eve. Such time off shall be designated as a Special Holiday.

D. Holidays Observed

When a SMUD observed holiday falls on a Saturday, SMUD shall observe the holiday on
the preceding Friday. When a holiday falls on a Sunday, SMUD shall observe the holiday
on the following Monday.

2. HOLIDAY PAY
A. Eligibility
1) Full-Time Employees

Full-time employees must be in a paid status for the entire work day immediately
prior to or immediately following a holiday to be eligible for holiday pay.
2) Part-Time Employees

Part-time employees who are regularly scheduled to work twenty (20) or more hours
and less than forty (40) hours per week (including overtime) are eligible for holiday
pay as follows:
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a) On each holiday, four (4) hours of holiday pay shall be credited to the employee,
whether or not they are scheduled to work that day.

B. Regular Holiday Pay

1) When a holiday falls on an employee's regularly scheduled workday, the employee
will be given the day off and will be compensated for the number of hours the
employee is regularly scheduled to work on that day. When a holiday is observed on
an employee's regular day off, the employee is credited with 8 hours of annual leave.

2) When an employee is assigned to an Alternate Work Schedule and a regular holiday
falls on their regularly scheduled work day, the employee shall be given the day off
and shall be compensated for the number of hours (8, 9, or 10) they were regularly
scheduled to work. If the holiday is observed on an employee's alternate day off, the
employee shall be credited with eight (8) hours of annual leave.

3) When an employee is assigned to a Special Work Schedule and the holiday is
observed on their regular day off, SMUD shall have the option to either grant the
employee another work day off with pay or pay the employee one (1) day of
additional pay at the straight time rate of pay.

a) If an employee is regularly assigned to a schedule in which Monday is a non-work
day (not a rotating shift employee), holidays are treated as follows:

(1) When the holiday falls on a Monday, the affected employee shall observe the
holiday on the following Tuesday.

(2) When the holiday falls on a Sunday, the affected employee shall observe the
holiday on the preceding Saturday.

b) In the event an employee is simultaneously assigned to a Special Work Schedule
and an Alternate Work Schedule, such employee shall be compensated for the
number of hours (8, 9, or 10) they were regularly scheduled to work on the
holiday. If the holiday is observed on the employee’s alternate day off, the
employee shall be credited with eight (8) hours of annual leave.

4) Employees who work on a holiday shall be paid at the overtime rate of pay for the
hours worked in addition to holiday pay as specified above.

C. Special Holiday Pay (Christmas Eve - New Year’s Eve)

1) When granted by the CEO/General Manager, full-time and limited-term employees
are eligible for four (4) hours of leave and part-time employees are eligible for two
(2) hours of leave. Casual employees are not entitled to special holiday pay.

2) When an employee is required to work on Christmas Eve, they shall be given an
equivalent amount of time off on New Year's Eve.

3) If an employee cannot be granted time off on either Christmas Eve or New Year’s
Eve, they shall be given an additional amount of straight-time pay equal to the
number of hours off granted to other employees.

4) In lieu of additional Special Holiday Pay, an employee may choose to be credited
with the equivalent amount of annual leave.
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5) Ifthe day designated as a Special Holiday falls on an employee’s alternate day off,
the employee shall be credited with an equivalent amount of annual leave.
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ARTICLE 9

BENEFITS

A. ELIGIBILITY

A.

D.

Full-Time and Part-Time Unit 2 employees are eligible to participate in health and
welfare benefit plans provided by SMUD. Specifically excluded are:

1) Casual employees scheduled to work less than twenty (20) hours per week.

2) Student Employment Program participants.

3) Rehired CalPERS Annuitants.

4) Contract employees.

Benefits for Limited Term employees are listed in Appendix E of this Agreement.
Domestic Partner Coverage

Employees in registered, same-sex domestic partnerships or domestic partnerships are
eligible to enroll their domestic partner and their eligible dependent children for medical
coverage as described below:

1) SMUD’s contribution for all employees and retirees with registered domestic partners
and their dependents shall be the same as all current benefit contribution formulas for
employees and retirees that currently cover dependents.

2) The employee contribution shall be the same as current employees who add
dependents. Employee contributions for registered domestic partners and their
dependent children may be deducted on an “after-tax” basis subject to all applicable
federal and state statutes and Internal Revenue Code requirements.

3) All participants and eligible dependents must meet the same eligibility requirements
as other eligible participants and dependents as stipulated in SMUD’s policies and in
accordance with SMUD’s health plan contracts.

Eligible employees who retire are entitled to enroll in the medical and dental benefit
programs at the time of their retirement.

B. HEALTH INSURANCE

A.

SMUD will provide the following medical plan options to all eligible Unit 2 employees:
= High Premium HMO
=  Low Premium HMO
= High Deductible Health Plan (HDHP) with Health Savings Account (HSA)
= PPO Medical Plan (closed to new enrollees)

Eligible Fresh Pond Unit 2 employees may use the EC-OC (zip code 95827) as their
primary place of work when enrolling in a SMUD HMO medical plan option if needed.
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The maximum medical co-payments under the High Premium HMO plans will be as
follows:

Services Co-payment Maximums
Physician’s Office $45

Vision and Hearing $45

Surgery Outpatient $45

Emergency Room $155

Hospitalization $250

Chiropractic Service $45

Mandatory Generic $25

Brand Name $65

Mail Order 100 day supply- 2 co-payments

Employees should refer to the OSE Benefits Guide Book each year for the specific dollar
amounts for medical co-pays under the High and Low Premium HMO Plans.

. Employee Medical Insurance Plan Premium Contributions

1) Effective January 1, 2022, Unit 2 Full-Time employees enrolled in SMUD medical
plans will contribute a premium cost share as follows:

= HMO plans: 12.5%
= High Deductible Heath Plan (HDHP) plans: 6%
= PPO plan (closed to new enrollees): 30%

2) SMUD will provide Unit 2 employees enrolled in the HDHP medical plan with an
annual contribution to a Health Savings Account (HSA) on January 1 of each year, as
follows:

$1200 (employee only) or $2,400 (employee with covered dependent{s}).

SMUD will pay any administrative fees attributed to the HSA while employed at
SMUD. The annual contribution amount to the HSA will be front loaded and
employees will be allowed to contribute pre-tax dollars each year up to the IRS-
allowed maximum for the term of this MOU.

Unit 2 employees enrolled in the HDHP Plan will also be enrolled in Accident and
Critical Illness Insurance Plans. Premiums for these plans will be paid by SMUD.

3) Limited-Term and Part-Time employees enrolled in SMUD HMO medical plans will
contribute 17.5% as the employee premium cost share and for those enrolled in a
PPO plan, they will contribute 30% as the employee premium cost share.

4) All Unit 2 employee premium contributions shall be as pre-tax payroll deductions.
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5)

6)

7)

Employees who participate in SMUD’s Health Assessment Program (HAP) and fulfill
the program requirements will receive a lump-sum payment of $180 paid in the last
period of the payroll year. All employees will be granted time, while on duty, to
participate in the health assessment portion of the program. This time must be
scheduled in advance, with supervisory approval. Additional HAP requirements must
be completed on the employee’s own time.

These contributions shall not change during the life of the contract unless the parties
mutually agree to do so in writing.

SMUD and the OSE shall establish and participate in a Health & Welfare Advisory
Committee for the purpose of cooperatively discussing and exploring various
insurance providers, insurance plans, and creative designs to maximize optimal use of
healthcare resources

The Health & Welfare Advisory Committee memberships all consist of a minimum of
two (2) and a maximum of four (4) representatives each from SMUD and the OSE.
By mutual agreement, the Health & Welfare Advisory Committee may also include
an equal number of representatives from the IBEW.

The Health & Welfare Advisory Committee will meet on at least a quarterly basis
(more often by mutual consent). The Committee may participate in the Request for
Proposal (“RFP”) processes involving healthcare. The Committee may also review
current healthcare benefits and submit a recommendation regarding such benefits
when a majority of the Committee membership agrees on a recommendation. The
recommendation shall be presented directly to either the Director, People Services &
Strategies or the Chief Workforce Officer, as appropriate.

Each party shall designate one representative to be its Chair. The respective Chairs
are responsible for the conduct and decorum of meetings. The respective Chairs shall
jointly determine the date, time, anticipated duration and location of Health &
Welfare Advisory Committee meetings. They will exchange and discuss prospective
agenda items at least two weeks in advance of a committee meeting and set the order
of the agenda topics at that time. Additional topics for discussion may be added to the
agenda later by mutual consent of the Chairs. Meetings will follow the agenda
developed in advance. The parties may also mutually agree upon additional meetings.
In addition, the respective Chairs are responsible for maintaining open lines of
communication between Committee meetings to exchange information on new or
developing issues, discuss the progress of Committee business, and plan for
forthcoming meetings.

The respective Chairs shall determine the method and person responsible for the
recording of the minutes of the meeting. The minutes of meetings will summarize the
discussion that occurred and any recommendations to which a majority of the
committee members agree and be signed by the respective Chairs of the Health &
Welfare Advisory Committee meetings. The minutes of the meetings will not be
introduced into any grievance hearing.
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The parties agree that when an issue is unresolvable or unable to be redirected to
another forum, and that, after a minimum of three attempts, there is no purpose to be
gained by further discussion, the parties will agree to disagree and cease discussion of
the issue.

8) Medical/Dental/Vision Opt-Out

Employees who opt out of SMUD medical insurance will receive a monthly cash
payment of $200 (reportable as taxable income). To be eligible the employee must
provide evidence of other medical insurance outside of SMUD. Employees who
previously opted out of SMUD medical insurance, and are covered under a SMUD
plan, will continue to be eligible for the opt-out payment, so long as there is no break
in receiving the opt-out payment. Employees who opt out of dental and/or vision
coverage will receive a monthly cash payment of $15 for dental and $5 for vision
(reportable as taxable income).

C. Agreement to Meet and Confer
Either SMUD or OSE may request to meet and confer regarding health care coverage
during the term of this agreement. SMUD may re-open negotiations on the subject of the
Affordable Care Act (ACA) or its impacts. If, during the term of the MOU, the legal
requirements of the ACA have an impact on SMUD rights and obligations regarding
health benefits for OSE employees (e.g. the Cadillac Tax), SMUD and the Union agree to
re-open Article 9 Benefits, in order to meet and confer over such impacts.

D. Retiree Medical Plan Contributions
Employees who retire with the equivalent of five (5) years of continuous SMUD service
immediately prior to their retirement shall be eligible to participate in SMUD-sponsored
medical plans and shall be entitled to SMUD premium contributions as described below.
Employees who are terminated for cause are not eligible to participate in SMUD-
sponsored medical plans (except to the extent permitted by COBRA or similar state or
federal law) and shall not be entitled to SMUD premium contributions.

SMUD’s percentage of contribution toward the medical insurance premiums in effect at
the time of retirement shall remain constant throughout retirement for all tiers of retiree
medical benefits. Every January 1, SMUD will recalculate the dollar amount of their
contribution to reflect any changes in the medical premium rates.

TIER 1

For employees hired prior to July 1, 1991, SMUD shall contribute one hundred percent
(100%) of the retiree-only portion of the monthly premium for all SMUD-sponsored
medical insurance plans.

For all dependent(s) covered under the retiree’s plan, SMUD shall contribute 90% of the
percentage it contributes for the retiree’s medical insurance premium when the retiree
selects one of the two (2) lowest cost health insurance plans or 85% of the percentage it
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contributes for the retiree’s medical insurance premium when the retiree selects any other
SMUD-sponsored health plans.

TIER 2

For employees hired on or after July 1, 1991, and before January 1, 2006, with
continuous SMUD service and who retire from SMUD, SMUD shall contribute up to one
hundred percent (100%) of the retiree-only portion of the monthly premium for all
SMUD-sponsored medical insurance plans according to the Tier 2 schedule.

For all dependent(s) covered under the retiree’s plan, SMUD shall contribute 90% of the
percentage it contributes for the retiree’s medical insurance premium (based on the Tier
schedule) when the retiree selects one of the two (2) lowest cost health insurance plans or
85% of the percentage it contributes for the retiree’s medical insurance premium (based
on the Tier schedule) when the retiree selects any other SMUD-sponsored health plans.

Tier 2 retirees shall receive SMUD-provided medical insurance premium contributions
according to the following schedule:

0 0
Retiree’s Years | Percent (%) of Percsel\I}[t[g]/S)) of SMPS]r)C eCnf)r(ltfi)bz‘fion
of SMUD o
) o Contribution for | for Dependent(s) for all
Continuous Contribution for D dent(s) for 2 | other SMUD- d
SMUD Service Retiree ependent(s) for other sponsore
lowest cost plans plans
Less than 10 0 0 0
10 50 45 42.5
11 55 49.5 46.75
12 60 54 51
13 65 58.5 55.25
14 70 63 59.5
15 75 67.5 63.75
16 80 72 68
17 85 76.5 72.25
18 90 81 76.5
19 95 85.5 80.75
20 100 90 85

TIER 3

For employees hired on or after January 1, 2006, and before January 1, 2018, with
continuous SMUD service and who retire from SMUD prior to the age at which they are
Medicare-eligible or age 65, SMUD shall contribute up to seventy-five percent (75%) of
the retiree-only portion of the monthly medical insurance premium for all SMUD-
sponsored medical insurance plans according to the Tier 3 schedule.

For employees hired on or after January 1, 2006, and before January 1, 2018, with 25
years or more of continuous SMUD service, who retire after the age at which they reach
Medicare eligibility or age 65, SMUD shall contribute 100% of the retiree-only portion of
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the monthly medical insurance premium for all SMUD-sponsored Medicare Advantage
health plans.

For all dependent(s) covered under the retiree’s plan, SMUD shall contribute 90% of the
percentage it contributes for the retiree’s medical insurance premium (based on the Tier
schedule) when the retiree selects one of the two (2) lowest cost health insurance plans or
85% of the percentage it contributes for the retiree’s medical insurance premium (based
on the Tier schedule) when the retiree selects any other SMUD-sponsored health plans.

Tier 3 retirees shall receive SMUD-provided medical insurance premium contributions
according to the following schedule:

o, Percent (%) of Percent (%) of
0
Retiree’s Years | Percent (%) of SMUD SMUD Contribution

of SMUD o
. o Contribution for | for Dependent(s) for all

Continuous Contribution for

) } Dependent(s) for 2 other SMUD-
SMUD Service Retiree
lowest cost plans sponsored plans

Less than 10 0 0 0
10 25 22.5 21.25
11 27.5 24.75 23.38
12 30 27 25.5
13 32.5 29.25 27.63
14 35 31.5 29.75
15 37.5 33.75 31.88
16 40 36 34
17 42.5 38.25 36.13
18 45 40.5 38.25
19 47.5 42.75 40.38
20 50 45 42.5
21 55 49.5 46.75
22 60 54 51
23 65 58.5 55.25
24 70 63 59.5
25 75 67.5 63.75

TIER 4

For employees hired on or after January 1, 2018, with continuous SMUD service and
who retire from SMUD, SMUD shall contribute up to fifty percent (50%) of the retiree-
only portion of the medical insurance premium for all SMUD-sponsored medical
insurance plans according to the Tier 4 schedule.

For all dependent(s) covered under the retiree’s plan, SMUD shall contribute 90% of the
percentage it contributes for the retiree’s medical insurance premium (based on the Tier
schedule) when the retiree selects one of the two (2) lowest cost health insurance plans or
85% of the percentage it contributes for the retiree’s medical insurance premium (based
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on the Tier schedule) when the retiree selects any for all other SMUD-sponsored health
plans.

Tier 4 retirees shall receive SMUD-provided retiree_medical insurance premium
contributions according to the following schedule:

0 0
Retiree’s Years | Percent (%) of Percseﬁq/;:[g]/)o) of SMP[?]r)C eCn::)r(ltfi)bz‘fion
of SMUD o
. o Contribution for | for Dependent(s) for all
Continuous Contribution for Dependent(s) for 2 | other SMUD-s d
SMUD Service Retiree p pONSOre
lowest cost plans plans
Less than 15 0 0 0
15 25 22.5 21.25
16 27.5 24.75 23.38
17 30 27 25.5
18 32.5 29.25 27.63
19 35 315 29.75
20 37.5 33.75 31.88
21 40 36 34
22 42.5 38.25 36.13
23 45 40.5 38.25
24 47.5 42.75 40.38
25 50 45 42.5

C. DENTAL PLAN

A. SMUD shall provide dental and orthodontic coverage and services to eligible employees
and their dependents pursuant to the provisions of the SMUD Employee Dental Plan. The
maximum benefit per year remains at $1,500 per person.

1) SMUD shall cover 100% of the premium for the SMUD Traditional Plan for each
Full-Time employee.

2) Eligible OSE Part-Time (regularly scheduled to work 20 or more hours and less than
40 hours per week {including overtime}) and Limited-Term employees enrolled in
the SMUD Traditional Plan shall contribute a premium cost share of 15%.

3) Eligible OSE employees have the ability to select a buy-up plan with the additional
cost being borne by the OSE employee.

B. SMUD contributions for retirees:

Employees who retire with the equivalent of five (5) years of continuous SMUD service
immediately prior to their retirement shall be entitled to participate in the retiree dental
program and receive the same dental benefits provided to active employees at SMUD’s
expense. Employees who are terminated for cause are not eligible to participate in
SMUD-sponsored dental plans (except to the extent permitted by COBRA or similar state
or federal law) and shall not be entitled to SMUD premium contributions.

D. VISION PLAN
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A. SMUD shall provide vision coverage to eligible employees and their dependents
pursuant to SMUD’s existing contract with Vision Service Plan.

1) SMUD shall cover 100% of the premium for the SMUD Traditional Plan for each
eligible Full-Time employee.

2) Eligible OSE Part-Time (regularly scheduled to work 20 or more hours and less than
40 hours per week {including overtime}) and Limited-Term employees enrolled in
the SMUD Traditional Plan shall contribute a premium cost share of 15%.

3) Eligible OSE employees have the ability select a buy-up plan with the additional cost
being borne by the OSE employee.

E. LIFE INSURANCE PLAN
A. SMUD shall continue to provide life insurance coverage to eligible employees as follows:

1) SMUD shall contribute 100% of the premium cost for life insurance coverage equal
to the annual base pay rounded up to the nearest $5,000 for each Full-Time employee.

2) Employee life insurance coverage is based on the amount of an employee’s annual
base pay (rounded to the nearest $5,000) effective September 30 of the previous year.
SMUD pays the full cost of life insurance premiums for coverage up to one time (1x)
annual base pay. Employees can purchase additional coverage with the cost for this
additional coverage entirely borne by the employee. This additional coverage is
subject to the carrier’s qualifications, limitations, and restrictions. Employees can
choose additional coverage of either one time (1x), two times (2x), or three times (3x)
their annual base pay for a total of four times (4x) their annual base pay up to the
maximum coverage limit.

3) For Part-Time employees, the base pay for computing life insurance cost and
coverage amounts is 50% of the equivalent salary (rounded up to the nearest $5,000)
for a Full-Time employee.

B. Subject to the carrier’s qualifications, limitations, and restrictions, eligible employees
may purchase life insurance coverage for their dependents as follows:

1) Employees can elect coverage for their spouse of $25,000 or up to 50% of the amount
they have chosen through the employee life insurance plan.

2) Employees can elect coverage for their eligible dependent children in the amount of:
$2,500, $5,000, $7,500 or $10,000.
6. LONG-TERM DISABILITY PLAN

A. SMUD shall provide Long-Term Disability coverage to eligible employees pursuant to
the provisions of SMUD’s Long-Term Disability Plan.

1) SMUD shall pay 100% of the cost for the basic Long-Term Disability Plan for each
eligible Unit 2 employee.

2) Eligible employees may purchase additional long-term disability coverage pursuant to
the provisions of SMUD’s Long-Term Disability Plan.
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3) For eligible part-time employees, both costs and benefits are calculated pursuant to
the provisions of SMUD’s Long-Term Disability Plan, as described in the flexible
benefit plan documents.

7. SHORT-TERM DISABILITY INSURANCE

SMUD shall provide short-term disability coverage to eligible employees pursuant to the
provisions of SMUD’s Short-Term Disability Insurance Plan. The employee shall pay 100%
of the cost of short-term disability coverage.

8. FLEXIBLE BENEFITS PLAN

A.

SMUD shall provide eligible employees a flexible benefits plan pursuant to Section 125,
of the Internal Revenue Code. The flexible benefits plan shall, at a minimum, include the
following pre-tax dollar accounts: medical; dental; vision; long-term disability (high
option); short-term disability; employee life insurance; dependent care reimbursement
account; and, health care reimbursement account.

1) Employees enrolled in the dependent care reimbursement account and/or health care
reimbursement account shall be charged a monthly administration fee as determined
by the plan administrator.

All contributions made by SMUD on behalf of eligible employees and their dependents
pursuant to Sections 1 through 7 of this Article shall be deposited into the employee’s
flexible benefits account as flex credits.

1) Each employee may allocate their flex credits subject to the following:

a) Except as provided below, employees must purchase medical, dental, vision, and
basic long-term disability plan coverage.

b) Employees who can provide proof of alternative medical, dental or vision
coverage will be given their flex credits in cash. For the purpose of this paragraph,
one (1) flex credit is equal to one (1) dollar.

. If the monthly total of the pre-tax options selected by an employee exceeds their available

flex credits, the difference shall be paid by the employee on a monthly basis in the form
of a pre-tax payroll deduction.

If the monthly total of the pre-tax options selected by an employee is less than their
available flex credits, the difference shall be paid to the employee on a monthly basis as
additional taxable income.

9. EXTENDED COMPENSATION

A.

If an employee is temporarily disabled due to an on-the-job injury or illness, SMUD shall
offer extended compensation to supplement their temporary disability payments, in lieu
of sick/annual leave supplement pursuant to Article 11, Section 2, Sick Leave Usage, of
this Agreement, based upon the employee’s request.

1) Such extended compensation shall be sufficient to ensure that the employee shall
receive 85% of their basic wage, less the amount of any temporary disability
payment.
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2) Extended compensation is paid as an advance against any future permanent disability
award.

10. DEFERRED COMPENSATION PLANS
A. SMUD shall make an IRC Section 401(k) Savings Plan and a Section 457(b) Deferred

Compensation Plan available to eligible employees. Participation in the Deferred
Compensation Plans shall be voluntary and the participants pay all program costs.

. Deferred Compensation Direct Contributions

1) SMUD shall make direct contributions to the 401(k) accounts of all eligible Unit 2
employees’ 401(k) accounts according to the following schedule:

Years of 2026 Monthly | 2027 Monthly | 2028 Monthly | 2029 Monthly
Service Contribution | Contribution | Contribution | Contribution
1-5 years $150 $175 $200 $225
6-10 years $175 $200 $225 $250
11-15 years $200 $225 $250 $275
16+ years $225 $250 $275 $300

2) Employees qualify for their years of service based on the 2080-hour standard as the
equivalent of a year. Employees qualify for monthly payments based on their hours
worked as measured by the 173.33-hour standard as the equivalent of a month.

C. Deferred Compensation Matching Program

1) SMUD shall match each eligible employee’s voluntary contributions to their 401(k)
account up to $600 each calendar year.

2) Employee participation in the matching contribution program is voluntary. In order to
be eligible to receive matching funds, an employee must meet all criteria below:

a. Have made contributions into their 401(k) account during the calendar
year. SMUD’s direct contributions will not be considered an employee’s
contributions.

b. Occupy an OSE-represented classification in a full-time, part-time or limited-
term capacity, even if on a temporary upgrade to a different unit.

3) In the January following the year the funds are made available, the funds will be
distributed to the active accounts of employees who are: 1) still employed by SMUD,
or, 2) retired as of December 31 of the year prior to the payout. The employee/retiree
must have an active account as of the day of distribution in order to be eligible to
receive matching funds. The funds will be distributed on a dollar-for-dollar basis ($1
SMUD contribution for each $1 employee contribution during the previous year) until
the entire amount has been disbursed or all employees contributions have been
matched.

4) The monies will be dispersed equally to all employees up to the full amount available
for matching or to the full amount of the individual employee contribution if it is less
than the maximum available per employee. In the event employee contributions total
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less than the amount allocated for matching, the balance will not be carried over into
future years.

11. OTHER FRINGE BENEFITS

12.

13.

A.

SMUD currently offers other benefits such as Employee Assistance Program, Employee
Development Program, Health and Wellness programs, Wellness Center, Personal
Computer Purchase Plan, Ride Share Program, Parking, Child Care Center and Child
Care Tuition Assistance. Some of these programs are fully sponsored by SMUD, and
others are supported and paid for by employees.

Unit 2 employee membership in SMUD’s Wellness Center will be $4.60 per pay period.
SMUD shall reimburse membership fees paid by those employees who use the facility an
average of eight (8) times per month annually. Reimbursement shall be made through
payroll within ninety (90) calendar days following the end of the year. Only those
employees still on SMUD’s payroll at the time of reimbursement shall be eligible to
receive such payment.

CONTINUED ELIGIBILITY IN LIMITED TERM OSE ASSIGNMENTS

OSE-represented Part-Time employees who accept Limited Term assignments in OSE
bargaining unit positions retain their eligibility for the following benefits, subject to
compliance with State, Federal, and local laws and regulations:

STEZommoOOwe

Floating Holidays

FSA Healthcare/Dependent Reimbursement Accounts
Short-term and Long-term Disability Insurance

Deferred Compensation Plans

Extended Compensation

Childcare Financial Assistance

Educational Assistance and Tuition Reimbursement
Professional Organizational Membership Reimbursement
Technology Loan Program

Paid Family Leave

RETIREMENT

A.

SMUD has contracted with CalPERS to provide retirement benefits for eligible
employees. The following retirement benefits are provided in accordance with SMUD’s
contract with CalPERS and applicable law:

1) Employees hired by SMUD prior to January 1, 2013, and those otherwise defined as
“classic members” by CalPERS shall receive the 2% @ 55 local miscellaneous
retirement benefit formula with the 36 consecutive month final compensation period.
Employees receiving this pension benefit formula contribute 7% of their pensionable
wages to CalPERS as the employee share of the benefit cost.

2) Employees hired by SMUD on or after January 1, 2013, and those otherwise defined
as “new members” by CalPERS shall receive the 2% @ 62 local miscellaneous
retirement benefit formula with the 36 consecutive month final compensation period.
Employees receiving this pension benefit formula contribute 50% of the normal cost
of the benefit as determined by CalPERS.
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3)

4)

Supplemental Benefits

a) Credit for Unused Sick Leave pursuant to Government Code Section 20965.

b) Military Service Credits as Public Service pursuant to Government Code Section
21024.

c) Post Retirement Survivor Allowance pursuant to Government Codes Sections
21624, 21626, and 21628, as applicable.

d) Annual Cost-of-Living Allowance pursuant to Government Code Section 21335.

e) $500 Retired Death Benefit pursuant to Government Code Section 21620.

f) Purchasing Power Protection Account pursuant to Government Code Section
21337.

g) Public Service Credit pursuant to Government Code Section 21023.5.

SMUD shall adopt and apply the IRS Section 414H2 and/or any other administrative
or regulatory procedure or standard necessary to ensure that the employees’
contributions to their PERS retirement plan are treated as pre-tax payroll deductions.
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ARTICLE 10

TRAVEL AND OTHER REIMBURSEMENTS

1. TRAVEL TIME AND EXPENSES

A. Travel Expenses
SMUD shall reimburse employees for all reasonable expenses that have been incurred
while traveling on authorized SMUD business pursuant to SMUD’s travel policies,
Business Travel (AP 03.02.03) and Business Travel Procedures (MP 03.02.03.100).

B. Travel Time

1.

All travel time that occurs during an employee’s normal work hours, including normal
work hours on an employee’s regular days off (e.g., Saturday, Sunday, Alternate Day
Off), will be compensated as hours worked and will be counted toward applicable
overtime.

Employees who ask to drive when public transportation (i.e., plane, train, bus, etc.) is
available will only be compensated for travel time during normal work hours up to the
same amount the employee would have been compensated had the employee used
public transportation. Employees who must drive themselves are considered to be
working and should be compensated as such.

In addition to travel time to and from an airport, train station or port of entry,
employees will be compensated for pre-travel waiting time for no more than one (1)
hour prior to the employee’s scheduled departure time.

When an employee travels between two or more time zones, the time zone associated
with the point of departure will be used to determine whether the travel falls within
normal work hours.

Employees who are approved to extend or alter travel arrangements to incorporate
personal time/leave will not be paid for any travel time or expenses during the
personal time/leave period. Employees are responsible for all additional travel
expenses that result from the incorporation of personal time/leave. Paid leave hours
used by an employee to extend or alter travel arrangements for personal reasons will
not count as hours worked for purposes of overtime during a workweek in which the
employee receives compensation for travel time.

2. BACK COUNTRY TRAVEL

A. When employees are required to travel into SMUD’s Upper American River Project
(UARP) and elect to furnish their own lodging facilities, a lodging payment of $50.00 per
day will be paid for each day of the assignment (including weekend days).

B. The reporting headquarters will be the employees’ lodging site for the assignment.
3. TEMPORARY CHANGE OF HEADQUARTERS

Employees shall report for work at their designated work headquarters. Travel time between
the employee’s designated work headquarters and the actual job site normally shall be
considered as time worked, unless mutually agreed otherwise in advance or as excepted

below:
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10.

11.

A. An employee’s designated work headquarters may be temporarily changed for less than
twelve (12) months with nineteen (19) hours advance notice. When so assigned, the
employee shall be compensated for their additional driving time and shall be paid
mileage for any additional miles driven.

B. When an employee’s designated work headquarters is temporarily changed for less than
twelve (12) months for formal training purposes, they shall not receive additional
compensation or mileage payments unless their commute distance has increased more
than ten (10) miles.

PROFESSIONAL CERTIFICATION / LICENSE FEES

A. Except as provided below, employees who are required by SMUD to maintain a
professional certification and/or license shall be reimbursed 100% of their costs
associated with maintaining such certificate or license.

B. SMUD shall pay 100% of the employee’s initial license fee and all renewal fees for
employees who are required to maintain a commercial driver’s license, except that
portion which is attributable to the Class C driver’s license.

ORGANIZATIONAL MEMBERSHIP FEES

SMUD shall pay 100% of the membership fee for any employee required to maintain
membership in a professional organization.

BUSINESS MEETING EXPENSES

Employees who are required to attend any meetings as SMUD’s representative shall be
reimbursed their out-of-pocket expenses associated with attending such meeting.

COMMUNICATION EXPENSES

Employees shall be reimbursed for all costs associated with business-related
communications including, but not limited to, telephone calls, faxes, mailing, and shipping.

MISCELLANEOUS EXPENSES

Employees shall be reimbursed for other miscellaneous business expenses subject to the
approval of SMUD.

PERSONAL TOOLS

If an employee is required to provide some or all of the tools needed to perform their job
duties, SMUD shall replace such tools when they are worn, lost, or stolen under certain
circumstances in accordance with established SMUD procedures.

RELOCATION EXPENSES

SMUD may reimburse existing employees for relocation expenses under certain
circumstances consistent with established SMUD policy, Relocation Expenses (AP
05.03.03).

EDUCATIONAL ASSISTANCE

Effective July 1, 2009, SMUD and the OSE agree that Unit 2 employees shall be covered by
SMUD policies, Education Assistance and Tuition Reimbursement (AP 04.03.02 and MP
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04.03.02.100), relating to financial assistance for education and training expenses, including
the financial assistance and educational expense reimbursement amounts specified therein.
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ARTICLE 11

SICK LEAVE
1. ELIGIBILTY

A. Unit 2 employees who do not accrue annual leave may utilize sick leave in accordance
with SMUD’s Sick Leave Policy AP 04.05.15.

B. Employees with sick leave balances accrued prior to September 21, 2002, may use their
accrued sick leave in accordance with the provisions of this Article.

2. SICK LEAVE USAGE
A. Sick leave may be authorized for the following reasons:
1) The illness or injury of the employee;
2) The need to see a health care provider or counselor;
3) To care for an ill or injured family or household member;
4) To supplement Workers” Compensation payments;

5) Under certain circumstances sick leave balances may be exhausted pending approval
of a disability retirement.

B. Sick leave may be taken in fifteen (15) minute increments. Employees requesting to use
sick leave must notify their supervisor in advance, if possible, but in all cases prior to the
employee’s authorized starting time on each day the employee will be absent. An
employee who is unable to give advance notice, due to emergency circumstances, shall
make notification as early as possible. When unable to speak directly to their supervisor,
the employee shall leave a callback telephone number on the supervisor’s voicemail
where the employee can be located.

C. When a full day of sick leave is taken, it shall be charged according to the employee’s
work schedule (8, 9, or 10 hours) and shall be paid at the employee’s current effective
base pay.

D. If an employee becomes ill while on annual leave, they may request that the annual leave
be changed to sick leave.

E. If an employee is off sick on a workday and it is a holiday, they shall receive holiday
pay. The absence shall not be charged to the employee’s sick leave.

F. Employees shall be permitted to use sick leave during any illness that meets the
definition of a disability pursuant to SMUD’s Long-Term Disability Plan. If the
employee is not precluded by their disability from performing other work and SMUD has
made a limited duty assignment available to the employee, they shall not be permitted to
use sick leave.
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3. MEDICAL VERIFICATION / RELEASE

A. Employees may be required to provide medical verification of illnesses and or injuries

when requested to do so by SMUD, in accordance with SMUD’s Sick Leave Policy (AP
04.05.15).

Employees who are off work for more than five (5) consecutive work days due to an
illness and/or injury may be required to provide a medical release indicating that they
may return to work safely.

1) If the employee received medical treatment for their injury or illness, their health care
provider must complete the medical release.

2) If the employee has not received medical treatment for their illness or injury,
SMUD’s Medical Clinic staff may complete the medical release.

An employee’s request to use accumulated sick leave credits may be denied if they do
not provide a medical verification of illness and/or a medical release when required to do
so by SMUD. In such cases, the employee’s absence may be charged as unauthorized
leave without pay and the employee may be subject to disciplinary action.

4. REINSTATEMENT OF SICK LEAVE

A.

B.

Employees who are reinstated following a layoff shall have their sick leave balance
restored pursuant to Civil Service Rules.

Employees who resign and are rehired to a civil service position within six (6) months of
initial separation shall have 50% of their sick leave balance reinstated provided they had
five (5) years or more of continuous SMUD employment.

5. SICK LEAVE UPON RETIRMENT

SMUD shall continue to contract with CalPERS to allow unused sick leave to be credited
toward years of service for retirement pursuant to Government Code Section 20965.

-48-
OSE MOU 2026-2029


https://04.05.15

1.

ARTICLE 12

ANNUAL LEAVE PROGRAM

INTRODUCTION

Annual Leave is to be used to meet an employee’s need for paid time off for any approved
absence. Under this leave program, previously accrued sick leave balances are retained and
may be used by the employee in accordance with the provisions of Article 11, Sick Leave, of
this Agreement.

A. SMUD must approve all requests for annual leave in advance of the time the leave is taken.
Unapproved absences may be charged as unauthorized leave without pay.
B. Under the Annual Leave Program employees do not earn sick or personal leave.

2. ELIGIBILITY

3.

All Unit 2 employees except the following are eligible to accrue annual leave:

A. Part-time employees scheduled to work less than twenty (20) hours per week.

B. Student Employment Program participants.

C. Rehired CalPERS Annuitants.

D. Contract employees.

ACCRUAL OF ANNUAL LEAVE CREDITS

A. Eligible employees earn annual leave credits based on 80 straight time hours paid.

B. The table below reflects the annual leave accrual rate for eligible employees based on the
length of the most recent continuous SMUD service:

Length of Service Annual Leave Credits

Beginning 1% year through 4" year 156 hours per payroll year (6 hours per pay period)
Beginning 5 through 14" year 195 hours per payroll year (7.5 hours per pay period)
Beginning15™ through 22" year 234 hours per payroll year (9 hours per pay period)
Beginning 23" through 29" year 273 hours per payroll year (10.5 hours per pay period)
Beginning 30 or more years 312 hours per payroll year (12 hours per pay period)

10" Anniversary bonus — Employee shall be credited with 40 hours of annual leave on the
tenth anniversary date of continuous SMUD service.

20" Anniversary bonus — Employee shall be credited with 20 hours of annual leave on the
twentieth anniversary date of continuous SMUD service.

MAXIMUM ACCUMULATION OF ANNUAL LEAVE

Employees may accumulate annual leave throughout the payroll year and carry over a maximum
of 2000 hours into the subsequent payroll year. At the close of the payroll year, annual leave
credits accumulated in excess of 2000 hours shall be paid at the employee’s current effective
base pay.
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5. USE OF ANNUAL LEAVE CREDITS

A.

B.

Employees may use their annual leave credits as soon as they are earned and posted to the
employee’s annual leave account balance.

Employees who are off work for a full work day on annual leave shall be charged the
number of hours they are regularly scheduled to work on the day the annual leave is used.

Employees approved for annual leave due to non-FMLA medical reasons shall record the
time as follows: LPIA — Employee Annual Leave Medical; LPIF — Family Annual Leave
Medical. Annual leave used for FMLA medical reasons shall be recorded as LFPL —
Personal Leave-FMLA. Annual leave used for pregnancy shall be recorded as LFP1 —
Pregnancy-Personal Leave.

D. Employees may be required to provide medical verification of illnesses and/or injuries

when requested to do so by SMUD.

6. SCHEDULING

A.

Except when operational needs require otherwise, employees shall be entitled to use their
accrued annual leave credits at the time of their choice. Annual leave normally will be
taken each calendar year. An annual leave request in weekly increments of up to three (3)
consecutive calendar weeks shall be given preference over split leave periods. Leave
requests equal to an employee’s annual accrual rate shall be given special consideration.

Employees shall provide advance notice when requesting leave, and should communicate
to their supervisor, as appropriate, to ensure the request is understood. Supervisors shall
provide approvals/denials in a timely manner.

Unless compelled by law or SMUD policy, supervisors will approve or disapprove a
request for leave after considering the following:

1) The nature of the request;

2) The operational needs of the business unit;

3) Whether the employee has sufficient paid leave to cover the entire absence;

4) The number of previous leave requests from the employee;

5) The preferences and seniority of other employees requesting the same time off.

Short notice leave use is of special concern and should be avoided because of the
potential adverse effect on a work unit’s ability to meet the business needs of SMUD.
Short notice leave is defined as leave not approved in advance of the absence, especially
for “same day” absences from work. Usual reasons for requesting short notice leave
include:

1) Unanticipated illness or injury of the employee or immediate family member;

2) A situation of such serious nature as to justify the employee’s decision to not report to
work;

3) A situation arising during duty hours that necessitates the employee’s immediate
absence from duty.

Reliability is a valued trait, and attendance issues will be resolved on a case-by-case basis
using SMUD’s Positive Discipline program. All previous leave administrative policies
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(i.e., attendance metrics, attendance control policies, etc.) are superseded and replaced
with the philosophy on leave administration set forth in this MOU.

7. CANCELLATION OF ANNUAL LEAVE

A.

B.

In an emergency, employees may be asked to forego all or a part of their scheduled annual
leave. Employees who are already on annual leave may be requested to report for duty.

Employees shall be reimbursed for any documented expenses and/or loss of money
resulting from SMUD’s action pursuant to Section 7.A of this Article, provided the
employee informs SMUD of the pending loss at the time the employee is requested to
either cancel or reschedule their annual leave.

8. ANNUAL LEAVE SELL-BACK

A.

D.

Full-Time employees may elect to sell back up to one hundred-twenty (120) hours (up to
60 hours for Part-Time employees) of accumulated annual leave credits per year,
provided the employee schedules and uses at least the equivalent of one (1) work week of
annual leave in the same year.

Annual Leave Sell-Back Agreements, which are irrevocable, must be submitted to the
HRS Payroll unit no later than December 31 of the year prior to the year in which the
annual leave will be accrued and paid out. An employee may elect to apportion the
amount of sell back between the paychecks for pay periods 13 and 25, limited to the
amount of Annual Leave accrued in that year at the time of the payout.

An employee may request a hardship withdrawal payment of accrued leave at any time
when an unforeseen hardship arises and payment is needed to cover such expenses.
Hardship withdrawals are only allowed for the reasons specified in the hardship
distribution rules for SMUD’s 457(b) plan as well as other similar hardships approved by
SMUD.

All annual leave payments are computed at the straight-time rate of pay for the employee’s
current effective base pay in the classification at the time annual leave credits are paid.

9. PAYMENT FOR UNUSED ANNUAL LEAVE

A.

Separation of Employment

1) When an employee separates from SMUD employment for any reason, they shall be
paid for any accumulated annual leave credits at their current effective base pay.

2) Employees who are separating from SMUD employment for any reason other than
retirement may not use their accumulated annual leave credits immediately prior to the
effective date of their separation. The employee shall receive cash compensation
pursuant to Section 9.A.1) of this Article.

Retirement

A retiring employee may take a lump-sum payment for their accumulated annual leave. If
the employee has an equivalent of five (5) years of full-time uninterrupted service with
SMUD, they may choose to take a portion or all of their accumulated annual leave prior to
the effective date of their retirement.
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ARTICLE 13

TIME OFF

1. INTRODUCTION

Where current SMUD policy and/or the provisions of this Agreement provide a greater
benefit than is required by State and/or Federal law or regulation, SMUD shall provide the
greater benefit.

2. TIME OFF WITH PAY

A. Eligibility
All Unit 2 employees except the following are eligible for paid time off:
1) Part-time employees scheduled to work less than twenty (20) hours per week.
2) Student Employment Program participants.
3) Rehired CalPERS Annuitants.
4) Contract employees.

B. Bereavement Leave

1) Bereavement Leave will be administered in accordance with the applicable
Management Procedure (MP 04.05.13.100). Bereavement leave may be taken
intermittently or consecutively.

C. Voting Leave

SMUD shall allow eligible employees, as defined in Section 2.A of this Article, a
maximum of two (2) hours paid time off to vote in any statewide general election, in
accordance with State law and SMUD Voting Leave Policy (MP 04.05.12.100).

D. Jury Duty and Court Appearances

1) SMUD shall allow eligible employees, as defined in Section 2.A of this Article, time
off with pay to report for jury duty or to respond to a subpoena. Employees who are
involved in a court case as a plaintiff, defendant or expert witness, in a matter
unrelated to official SMUD business, may be required to use annual leave.

2) Employees summoned for jury duty or subpoenaed as a witness shall notify SMUD
promptly by providing a copy of the summons or subpoena.

3) Effects on Work Hours

a) Employees whose jury duty or court appearance is the length of their scheduled
workday or more shall be excused from work for their entire workday.

b) Employees whose jury duty or court appearance is less than the length of their
scheduled workday must notify SMUD and may be required to work the
remaining portion of their workday.

¢) Employees whose jury duty or court appearance of eight (8) or more hours occurs
during the sixteen (16) hours preceding their regular workday, or starts during the
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eight (8) hours after the end of their regular workday, employees shall be entitled
to an eight and one-half (8.5) hour rest period.

E. Professional Leave

1) Eligible employees will be granted up to 80 hours of paid time off (Professional

Leave) per calendar year to participate in professional activities as follows:

a) Professional Organizations: Upon approval of SMUD employees who hold office
in a recognized professional association may be granted paid time off for
performance of their duties on behalf of such organization. SMUD shall also
reimburse such employees for travel or other expenses incurred when SMUD
determines that it receives a direct benefit from these activities.

b) Professional Development: Out the 80 hours of Professional Leave allotted each
year, eligible employees may choose to use up to two (2) hours of paid time off
per month to attend or participate in professional development opportunities at
SMUD, including training (for example, LMS optional training, LinkedIn
Learning, Brown Bags) or other activities (e.g., ERG meetings, DEI Council,
Leadership Programs).

c) Except when operational needs require otherwise, employees shall be entitled to
use their Professional Leave at the time of their choice. Employees shall provide
advance notice when requesting leave, and should communicate to their
supervisor, as appropriate, to ensure the request is understood. Supervisors shall
provide approvals/denials in a timely manner.

d) In an emergency, employees may be asked to forgo their scheduled Professional
Leave.

e) Employees shall be reimbursed for any documented expenses and/or loss of
money resulting from SMUD’s actions pursuant to Section E.1.d., provided the
employee informs SMUD of the pending loss at the time the employee is
requested to either cancel or reschedule their professional leave.

3. TIME OFF WITHOUT PAY
A. Eligibility
All employees are eligible for time off without pay.
B. Personal Time Off

1)

2)

2)

Requests for leaves of absence without pay shall be approved when required by law,
and may be approved at SMUD’s discretion when not required by law. SMUD shall
consider the following factors when approving requests for non-required leave: the
merits and the nature of the request, the length of time being requested, and the
impact that the employee’s absence will have on SMUD.

Employees may take up to forty (40) hours of leave without pay per payroll year
without first exhausting their CTO and/or annual leave balances. When using this
option in conjunction with paid annual leave, paid annual leave must be taken first.

Except as provided in Section 3.B.2) of this Article, leave without pay for personal
reasons require that employees first use all of their accrued CTO and annual leave.
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3) Except in cases of emergency, requests for personal time off without pay must be
made reasonably well in advance of the dates requested.

C. Medical Leave

Employees must exhaust all of their sick and annual leave before going on an unpaid
medical leave of absence in accordance with SMUD’s Family Care and Medical Leave
Policy (AP 04.05.05).

4. EFFECTS OF LEAVE WITHOUT PAY ON SMUD BENEFITS
A. Leave Without Pay for Personal or Medical Reasons

1) Extended Leave Without Pay — Employees who are in an unpaid status for thirty (30)
consecutive days or more shall not earn annual leave credits during their absence.

2) Intermittent Leave Without Pay — Employees who are in an unpaid status
intermittently during the payroll year shall not earn annual leave accrual for each
cumulative total of eighty (80) hours of unpaid leave.

3) Leave without pay, taken pursuant to Section 3.B.2) of this Article, shall not have any
impact on the accrual of annual leave.

B. Workers’ Compensation

Employees who are on unpaid authorized leave relating to an approved Workers’
Compensation claim shall continue accruing annual leave credits.

C. Insurance Benefits

1) Non-Medical Leave — Employees on an approved unpaid leave of absence may
continue to participate in SMUD’s health, life insurance, vision and dental plans.
SMUD and the employee shall each pay their share of each premium under the
provisions of this Agreement for up to three (3) months. After three (3) months, the
employee must pay the full premium if they wish to maintain coverage.

2) Medical Leave — Employees on an approved unpaid medical leave of absence may
continue to participate in SMUD’s health, life insurance, vision and dental plans.
SMUD and the employee shall each pay their share of each premium under the
provisions of this Agreement, until the employee either returns to work or separates
from SMUD employment.

D. CalPERS and Social Security Contributions

The employee or SMUD shall not make CalPERS and Social Security contributions when
an employee is on an unpaid leave of absence.
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ARTICLE 14

TRANSFERS / PROMOTIONS

1. INTRODUCTION

Qualified employees may move from one position to another in either the same or in a
different classification subject to the Transfer/Promotion Process or by demotion.

2. TRANSFER /PROMOTION PROCESS

In accordance with current Civil Service Rules, when SMUD decides to fill a vacant Civil
Service position in an OSE classification, the vacant position will be posted except when
making involuntary demotions and other special circumstances deemed necessary by SMUD.
SMUD will continue its practice of establishing eligibility lists of qualified applicants using
the existing “Open” and “Continuously Open” processes. SMUD may post and fill positions
using the long established “Transfer/Promotion” hiring process.

When a permanent civil service vacancy is to be filled through the Transfer/Promotion
Process, it shall be posted subject to the following:

A. Posting / Eligibility

1) The Transfer/Promotion Job Announcement shall be posted for a minimum of ten
(10) working days.

2) Eligibility for transfer/promotion opportunities shall be determined pursuant to the
Civil Service Rules.

An eligibility list may or may not be established from a transfer/promotion exam
process. If an eligibility list is established, it shall be maintained by People Services
& Strategies and governed by the Civil Service Rule provision pertaining to
eligibility lists.

Additionally, SMUD may, at its discretion, post to fill a vacancy using a
“Transfer/Eligible List” announcement. When filling a vacancy identified by a
“Transfer/Eligible List” announcement, the hiring supervisor may choose a
qualified candidate from an existing eligible list or transfer a qualified employee in
the same classification who has applied for the job in response to the
“Transfer/Eligible List” announcement. Applicants not on an eligible list or eligible
for transfer or who have not applied for the job in response to the “Transfer/Eligible
List” announcement will not be considered for positions posted in this manner.

3) The Transfer/Eligible Job Announcement for an OSE position shall be posted for a
minimum of five (5) working days.

B. Whenever SMUD determines that it is necessary to fill vacancies without first posting
the vacancy due to the existence of “special circumstances” (Civil Service Rule 5),
PS&S shall notify the OSE President, by letter or email, of that determination within 24
hours and before any person is selected to fill a vacancy. The notification will include
(1) a description of the “special circumstances” that prevent SMUD from posting the
vacancy, (2) a list of the job titles and positions sought to be filled, (3) the
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department(s) where the vacancies exist, (4) the method and/or procedure SMUD will
use to fill the vacancy, (5) the starting date, and (6) a description of how SMUD intends
to notify employees of the vacancies without posting.

. Appointment

1) Following completion of the selection process the hiring department may offer the
position to a certified candidate pursuant to Civil Service Rules.

2)

3)

Transfer/promotions normally will be effective at the beginning of a payroll period.

a)

b)

The effective date of a promotion shall be no later than the beginning of the first
payroll period following the employee’s two (2) weeks’ notice to their
supervisor. The actual release date shall be mutually agreed upon by the affected
Department Managers.

The release date of a transfer employee shall be determined by the hiring
supervisor and the employee’s current supervisor, but should be no later than
four (4) weeks following the date that the transferred employee was offered the
position.

A promoted employee’s salary shall be increased as follows:

a)

b)

d)

f)

Unless stated otherwise in this Agreement, employees who are promoted to a
Unit 2 classification shall be placed at the first pay step that provides a
minimum of a 2.5 % pay increase.

Unless stated otherwise in this Agreement, a Unit 2 employee who is
temporarily promoted to an IBEW classification shall be placed at the wage that
provides a minimum of a 2.5% pay increase and shall retain their existing Unit 2
benefits.

Unless stated otherwise in this Agreement, a Unit 2 employee who is
temporarily promoted to a PAS classification shall be placed at the wage that
provides a minimum of a 5% pay increase and shall retain their existing Unit 2
benefits.

Promoted employees may be considered for placement at a pay step higher than
that provided in Sections 2.B.3)a), 2.B.3)b) and 2.B.3)c) of this Article, based
on their qualifications and experience, subject to the recommendation and
approval of SMUD.

A promotional salary increase shall be in addition to any scheduled merit
increase that would have been received by the employee within three (3) months
from the date of their promotion.

An employee’s promotional increase shall be based upon the pay step held
within their permanent classification.

3. TRANSFERS / PROMOTIONS

A.

B.

Except as otherwise provided by the provisions of this MOU, promotions and/or transfers
shall be administered in accordance with the Civil Service Rules.

When vacancies are to be filled and a reinstatement list does not exist, SMUD agrees to
consider existing eligible lists in the following order of priority:
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4.

e Integrated Disability Management (IDM) Placement List
e Transfer/Eligible or Transfer/Promotion Lists

e Voluntary Demotion List

e Rehire

e Open List

SMUD reserves the right to make the final selection based upon the best qualified
candidate.

Whenever eligibility lists are abolished, SMUD shall provide written notification to the
OSE of the cancellation of the list(s). This is to ensure the OSE is aware of the list(s)
cancellation and can answer or counsel employees as appropriate.

MEDICAL TRANSFERS/ASSIGNMENTS

SMUD may transfer or reassign employees for medical reasons.

A.

B.

SMUD shall comply with State and Federal laws when accommodating/transferring
employees with qualifying illnesses/injuries.

SMUD may transfer or reassign employees for medical reasons based on State and
Federal laws which govern accommodations/transfers for employees with qualifying
illnesses/injuries.

TRAINING ASSIGNMENTS
A. Training assignments are for cross-training purposes. They allow SMUD and employees

an opportunity to maximize their potential without a change in their permanent
classification. Employees, who have completed their probationary period, or who have
completed 6 months of service in their current non-civil service classification, whichever
is greater, may be assigned to temporary training in another classification subject to the

following:

1) Training assignments shall be made on a voluntary basis only.

2) Training assignments must be approved in advance by SMUD pursuant to established

procedures.

3) Training assignments normally are not to exceed six (6) months. They may be
extended for one additional six (6) month period when in the best interests of both the
employee and SMUD.

4) The employee’s classification and pay level shall remain unchanged during the training
assignment when a bona fide training program is provided.

6. DEMOTIONS

A. An employee may move to a position or classification with a lower pay range or rate of

pay.
1) A demotion may be voluntary or involuntary and is made to a position whose duties
the employee is qualified to perform.
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2) When Federal, State, or local regulations require an employee to obtain and maintain
special qualifications and the employee is unable to obtain or maintain them, the
employee may be transferred or demoted.

7. POSITION PROBATION

A. A promoted employee and/or an employee who is transferring or being reassigned into
another classification shall be required to complete a position probationary period
pursuant to Civil Service Rules. However, incumbents hired prior to December 31, 2017,
in the OSE Slant-Line/Flex classifications (which existed prior to 2010) identified in
Article 4, Section 3, shall serve position probation only upon initial entry into the Slant-
Line/Flex classification series.

B. Employees who are transferred or reassigned pursuant to the Civil Service Rules to a new
position within their current classification shall not be required to complete another
position probationary period.

C. A demoted employee shall not be required to serve another probationary period if they
have previously completed probation in that classification.

D. Employees who are reallocated to a higher or lower classification pursuant to the Civil
Service Rules shall not be required to serve a new probationary period.
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ARTICLE 15

PERFORMANCE EVALUATIONS

. INTRODUCTION

Employee performance shall be periodically evaluated and documented.
. PERFORMANCE EVALUATION SCHEDULE
A. During Probation

1) Six-Month Probation — Employees in classifications requiring a six (6) month
probationary period shall be evaluated at the end of the third (3") and fifth (5™
month.

2) Twelve-Month Probation — Employees in classifications requiring a twelve (12)
month probationary period pursuant to the MUD Act shall be evaluated at the end
of the fifth (5) and the eleventh (11™") month.

3) Supervisors may formally evaluate an employee’s performance at more frequent
intervals.

Following Probation

1) Employees who are not at the top of their pay range shall be evaluated at the time
they are eligible for a merit pay increase.

2) Employees who are at the top of their pay range shall be evaluated annually.

3) SMUD may formally evaluate an employee’s performance at more frequent
intervals.

. Upon Separation

Employees may be evaluated at the time they separate from SMUD employment.
Employees with less than satisfactory performance at the time of separation normally
are not eligible for rehire.

3. EMPLOYEE RIGHT TO REBUTTAL

In the event an employee disagrees with their performance evaluation, they may submit a
rebuttal to the People Service & Strategies Department to be included in their personnel file.

-59-
OSE MOU 2026-2029



ARTICLE 16

POSITIVE DISCIPLINE

. INTRODUCTION

Unit 2 Civil Service Employees who have completed their initial SMUD probationary period
are subject to the provisions of SMUD’s Positive Discipline Program contained in the SMUD
Positive Discipline Policy (AP 05.02.09).

. RELATIONSHIP TO SUBSTANCE ABUSE TESTING AND REHABILITATION

PROGRAM

SMUD’s Substance Abuse Testing and Rehabilitation Program is a stand-alone program and
violations shall not be subject to the provisions of this Article.

. RELATIONSHIP TO DISCRIMINATION/HARASSMENT POLICIES

The SMUD Nondiscrimination, Anti-Harassment and Non-Retaliation Policy (AP 05.01.01)
is a stand-alone program and violations shall not be subject to the provisions of this Article.

. DISCIPLINE FOR CAUSE

Unit 2 employees only may be disciplined “for cause” as set forth in Civil Service Rules and
Section 12162 of the MUD Act.

. DISCIPLINE NOTICES

SMUD shall concurrently notify the OSE of all discipline issued to Unit 2 employees.
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ARTICLE 17

LAYOFF PROCEDURE

1. INTRODUCTION

It is the intent of SMUD to minimize the number of layoffs if a reduction in force becomes
necessary. If layoffs do become necessary, they shall be implemented pursuant to the Civil
Service Rules.

WORKSITE AGREEMENT
A.

When a reassignment of work becomes necessary due to a reduction in force at a SMUD
work site, employees at the work site with the least amount of SMUD seniority, who are
in the classification to be reduced, shall be impacted first; provided however, that a more
senior employee at that work site has not voluntarily accepted an offer to change work
sites (any such offer would be extended for two (2) work days only). SMUD work sites
are Sacramento/Headquarters, East Campus-Operations Center, Rancho Seco, Elk Grove
Yard, and Fresh Pond.

The impacted employee shall have the opportunity to move to the least senior position in
the same classification SMUD-wide; provided however, that their SMUD seniority is
greater. For this purpose, vacancies shall be considered to be the least senior positions
within the classification.

Where multiple positions are involved, impacted employees shall choose their placement
from among the equivalent number of least senior positions in order of their seniority;
i.e., the most senior impacted employee shall have first choice of placement. Where
multiple placements are possible at a single work site, SMUD shall determine the
placements at that work site.

In the event no placement is possible within the same classification or the employee
refuses a placement within the same classification, that employee shall be laid off unless
the employee exercises their bumping rights under the Civil Service Rules.

Should a vacancy occur in the same classification at the work site of an employee who
was transferred pursuant to Section 2.A of this Article, within twelve (12) months of their
displacement, said employee(s) shall have a right of return to the former work site in
order of seniority.
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ARTICLE 18

AUTOMATIC RESIGNATION

1. AUTOMATIC RESIGNATION

An unauthorized leave of absence, whether voluntary or involuntary, for five (5) consecutive
workdays, is considered an automatic resignation from SMUD service, effective the day after
the fifth consecutive workday of unauthorized leave. SMUD shall notify the employee, in
writing, of this determination. Such notice shall be mailed by certified mail to the employee’s
last known address. A copy of this notice shall be provided to the OSE simultaneously.

2. RETURN FOLLOWING AUTOMATIC RESIGNATION

Employees may request to return from automatic resignation in writing to SMUD. Requests
for return must be made within ten (10) working days following SMUD’s mailing of a notice
acknowledging the employee’s resignation. Upon receipt of the employee’s request, SMUD
shall notify the OSE, in writing, of an employee’s request to return from automatic
resignation, and shall evaluate the request and may rescind the resignation.
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ARTICLE 19

GRIEVANCE PROCEDURE

1. DEFINITIONS

A.

Grievance: A dispute that involves the interpretation or application of this Agreement, a
disciplinary action taken against a Unit 2 employee, or the application of a SMUD rule or
policy. An objection to the terms and provisions of a rule, policy, or memorandum of
understanding is not considered a grievance. However, an objection to the way a rule,
policy, or memorandum of understanding is applied in a particular situation would be
considered a grievance.

. Grievant: A Unit 2 employee or the OSE.

Non-civil service employees shall not be entitled to file grievances over disciplinary
actions.

Date of occurrence: The day the event that is the subject of the grievance occurred, or the
date when the grievant reasonably should have been aware of the occurrence of the event
that is the subject of the grievance.

. Receipt Date: The earlier of the following:

1) The date the OSE President and Manager, Employee Relations are e-mailed a copy of
the grievance, response, or decision. The hard copy is to be sent via interoffice mail
or postal service on the same day.

2) The date the hard copy grievance, response, or decision is received by the OSE or
SMUD.

2. APPLICATION

A.

C.

D.

A grievance may be filed by a Unit 2 employee or by the OSE. By mutual agreement
between SMUD and the OSE, concurrent grievances alleging violations of the same
provisions may be consolidated into a single grievance.

The OSE may file a grievance directly at Step 2. SMUD and the OSE also may mutually
waive any step of the grievance procedure. Such waivers shall be in writing and apply
only to the specific grievance for which they are granted.

A grievance appealing termination or other discipline involving the loss of property
interests shall be filed directly at Step 3.

All disputes described in Sectionl.A of this Article shall be resolved through the use of
these grievance procedures.

3. TIME LIMITS

A.

The time limits contained in this Grievance Procedure are mandatory and failure to meet
the time limits shall result in forfeiture of the grievance by the party not meeting the time
limit requirements.

SMUD and the OSE may, by mutual agreement in writing, extend time limits for a
specified period of time.
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E.
. REPRESENTATION
A.

. Any time limit contained in this Grievance Procedure may be recessed or delayed by the

mutual agreement of the parties for the purposes of convening a Fact Finding Committee,
as described in Section 8.A of this Article.

. A grievance must be filed or advanced by 11:59 p.m. on the last eligible working day

within the time limits outlined in each step of the grievance procedure under Section 6 of
this Article. For example, if filing at Step 1 of the grievance procedure, the grievance
must be filed by 5:00 p.m. on the 20" working day. If not resolved at Step 1 of the
grievance procedure, the grievance must be advanced by 11:59 p.m. on the 15" working
day, so on and so forth.

Timelines for notice commences on the first day following receipt.

Grievants are entitled to be represented throughout the Grievance Procedure by the
representative(s) of their choice. However, the OSE shall have the right to have its
representative(s) present at any step of the grievance process. This right to individual
representation does not include the right to take the matter to arbitration, unless the OSE
agrees to do so.

Unit 2 employees who are grievants, representatives, or witnesses shall be given time off
with pay during their regular work hours to attend hearings. Unit 2 employees shall be
reimbursed for personal expenses (excluding legal fees) incurred in connection with such
hearings.

Unit 2 employees who are grievants, representatives, or witnesses in a formal grievance
proceeding shall be paid overtime when requested to appear at proceedings outside their
regular work hours.

. INFORMAL RESOLUTION

Unit 2 employees and/or the OSE may attempt to resolve workplace issues informally.

. GRIEVANCE PROCEDURE

A formal grievance shall be submitted on the SMUD and OSE Grievance Form (SMUD
Form 2377) using the following procedure:

A.

Step 1 — Department Manager

1) A completed grievance form (SMUD Form 2377) must be filed with the Department
Manager within twenty (20) working days following the date of occurrence.

2) Immediately upon receipt of the grievance, the Department Manager shall contact the
Labor Relations Department to obtain or verify the grievance control number and to
forward a copy of the grievance.

3) Ifthe grievance was filed exclusively by a Unit 2 employee, upon receipt of the
grievance, the Labor Relations Department shall forward a copy of the grievance to
the OSE.

4) Within five (5) working days following the date the grievance was filed, the
Department Manager shall schedule a Step 1 meeting for a mutually agreeable date
and time.
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5)

6)

7)

The Step 1 meeting may be attended by the grievant, the grievant’s representative(s),
the grievant’s immediate supervisor, and any other involved supervisors/managers.

Within ten (10) working days following the Step 1 meeting, the Department Manager
shall provide the grievant, Labor Relations, and the OSE a written response setting
forth the basis for their decision regarding the grievance, including all supporting
documentation.

If the grievant or the OSE is not satisfied with the Department Manager’s decision,
the OSE may advance the grievance to Step 2.

. Step 2 — Manager, Employee Relations

1y

2)

3)

If the grievance is not resolved at Step 1, the OSE may advance the written grievance,
including all supporting documentation, to the Manager, Employee Relations, within
fifteen (15) working days of receipt of the Department Manager’s response.

Within ten (10) working days following receipt of the grievance, the Manager,
Employee Relations shall schedule a Step 2 meeting for a mutually agreeable date
and time where the grievance shall be discussed between the OSE representative(s)
and the Manager, Employee Relations.

Within ten (10) working days of the conclusion of the Step 2 meeting, the Manager,
Employee Relations shall provide the OSE a written response setting forth the basis
for their decision regarding the grievance, including all supporting documentation.

. Step 3 — Grievance Review Committee

1)

2)

3)

4)

5)

If the grievance is not resolved at Step 2, the OSE may advance the written grievance,
including all supporting documentation, to the Grievance Review Committee,
pursuant to Section 7.B of this Article, within ten (10) working days of receipt of the
Manager, Employee Relations response.

When a grievance is advanced to this level, the Grievance Review Committee shall
convene a meeting as soon as possible and no later than 30 calendar days after the
grievance is received. Labor Relations shall take responsibility for arranging meeting
locations and notifying members.

If the Grievance Review Committee reaches a unanimous agreement regarding the
resolution of the grievance, it shall issue a written decision, signed by each member
of the committee, within fifteen (15) working days of the conclusion of the Grievance
Review Committee meeting. A draft of the decision shall be issued by Labor
Relations simultaneously to all committee members within five (5) working days,
upon conclusion of the GRC meeting. The unanimous agreement of the Grievance
Review Committee shall be final and binding on the parties.

If the Grievance Review Committee is unable to reach a unanimous agreement, it
shall notify the parties in writing within five (5) working days of the conclusion of the
Grievance Review Committee meeting.

If the Grievance Review Committee does not reach a unanimous agreement, either
SMUD or the OSE may submit the grievance to arbitration by serving written notice
on the other party in accordance with Step 4 of the grievance procedure in Section D
of this article.

-65-
OSE MOU 2026-2029



D. Step 4 — Arbitration

1)

2)

3)

4)
5)

If the Grievance Review Committee does not reach a unanimous agreement, either
SMUD or the OSE may submit the grievance to binding arbitration by serving written
notice on the other party within fifteen (15) working days following receipt of the
Grievance Review Committee’s notification.

The parties shall jointly request a list of seven (7) labor arbitrators from the American
Arbitration Association (AAA). Within fifteen (15) calendar days from the receipt of
the list from AAA, the parties shall select an arbitrator by the process of alternately
striking names from such list.

The Arbitrator’s authority shall be limited to the resolution of the grievance before
them including, but not limited to, a determination that the grievance either has or has
not raised a grievable issue and therefore is or is not arbitrable. In so doing, the
Arbitrator shall have no authority to alter, change, detract from or add to the
provisions of this Agreement, the provisions governing labor relations between
SMUD and its employees, and/or the MUD Act.

The decision of the Arbitrator shall be final and binding on the parties.

The fees and expenses of the Arbitrator and the Court Reporter, if one is utilized,
shall be shared equally by SMUD and the OSE.

7. GRIEVANCE COMMITTEES

A. Fact Finding Committee

1)

2)

3)

4)

The Fact Finding Committee shall be comprised of one (1) person appointed by
SMUD and one (1) person appointed by the grievant or the OSE, whichever is
appropriate.

The parties shall determine the amount of time that will be allotted for the completion
of the investigation and shall communicate same to the Committee at the time of their
appointment.

The Committee shall conduct an independent investigation of the grievance and shall
prepare an objective report of their findings in writing to the parties within ten (10)
working days following the completion of their investigation.

The Fact Finding Committee shall not make recommendations regarding the
resolution of the grievance.

B. Grievance Review Committee

1)

2)

The Grievance Review Committee shall be comprised of six (6) members: the
Manager, Employee Relations, and two (2) representatives appointed by SMUD; and
the OSE President and two (2) representatives appointed by the OSE. At least one (1)
of the SMUD representatives will be an Executive/Chief Officer or equivalent, in a
rotational capacity. At least one (1) of the OSE representatives shall be a member of
the OSE Board of Directors.

The Committee will be co-chaired by one (1) OSE Representative appointed by the
OSE President, and the Manager, Employee Relations.
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3) The Grievance Review Committee shall schedule meetings as needed. When a
grievance is advanced to the Grievance Review Committee level, the Grievance
Review Committee shall convene a meeting as soon as possible and no later than 30
calendar days after the grievance is advanced to the Grievance Review Committee
level.

4) The established procedural guidelines for the conduct of Grievance Review
Committee hearings may be updated periodically, as needed, by mutual agreement of
the parties.

5) Labor Relations shall prepare and distribute an agenda (including a section for Action
Items), along with the appropriate supporting documents.

6) If the Committee is unable to reach a settlement during the first discussion, the
grievance may be tabled until the next meeting or until further information is
available.

7) The Grievance Review Committee may render findings only by the unanimous vote
of its members. Such unanimous findings are final and binding on the parties.

8. DISCRIMINATION/HARASSMENT/RETALIATION COMPLAINTS

A.

D.

Whenever a Unit 2 employee is the subject of a complaint that alleges a violation of the
SMUD Nondiscrimination, Anti-Harassment and Non-Retaliation Policy (AP 05.01.01),
SMUD’s Fair Employment Office shall initiate an investigation, explore all reasonable
leads and, within reason, interview all persons identified as having information likely to
influence the eventual outcome of the investigation. The OSE shall be advised of the
initiation of such an investigation.

. The Unit 2 employee who is the subject of the investigation shall be entitled to

representation during all phases of the investigatory process.

A written confidential report will be prepared upon investigation completion. SMUD
shall determine whether or not discipline is appropriate. If no discipline is imposed, the
case shall be closed and the report shall be filed with the Fair Employment Office. The
report shall be held in the strictest confidence to ensure and protect the privacy of the
individuals involved.

If discipline is imposed and the OSE chooses to appeal the discipline using the grievance
procedure, the grievance shall be filed initially at Step 3.

9. GRIEVANCE SETTLEMENT

The parties to a grievance may agree to a negotiated settlement of the grievance at any step
of the grievance procedure.

10. GRIEVANCE RESOLUTION

No grievance may be resolved inconsistent with the provisions of this Agreement.
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ARTICLE 20

MISCELLANEOUS

1. WORK CLOTHING
A. Flame Resistant (FR) Clothing

SMUD shall provide FR clothing in accordance with OSHA Standard CFR 1910.269,
using the services of an outside vendor. The following employees are eligible for the below
allotment:

Field Services Technicians

Utility Service Field Investigators
Construction Management Inspectors
Survey Engineering Technicians

The initial allotment of FR clothing for new hires is six (6) shirts, six (6) pairs of pants, one
(1) sweatshirt, and one (1) jacket. FR raingear will be included as appropriate. Employees
are responsible for the care and maintenance of FR clothing. Each employee is allotted up
to $600 each calendar year for replacement items.

SMUD shall provide FR clothing outside of the above referenced OSHA standard for
Substation Designers, Drafting Technicians and Senior Designers Drafters. FR clothing
must be worn at all times while working in Substations.

The initial allotment of FR clothing for the above referenced classifications is (2) shirts, (2)
pairs of pants. Employees are responsible for the care and maintenance of FR clothing.
SMUD shall not provide an annual allotment for replacement items; employees should
work with their supervisor and Safety if replacement items are needed.

B. Non Flame Resistant Clothing

SMUD shall provide Engineering Technicians with an initial allotment of clothing for new
hires and existing employees in the classification who have not yet received an initial
allotment comprised of two (2) shirts (short and/or long sleeve), two (2) pairs of pants, and
one (1) jacket or one (1) sweatshirt. Each employee is allotted up to $300 every two (2)
years for replacement items.

C. Footwear

1) All OSE-represented employees who are assigned to the following classifications
series: Field Service Technician, Energy Specialist, Trade Show Coordinator, and
Utility Service Field Investigator, will be reimbursed up to $300.00 per calendar year
for the purchase of and/or repair of appropriate footwear and the purchase of
insoles/inserts approved by SMUD.

Proper foot protection shall be worn at all times while on duty. Foot protection is
defined as shoes or boots that are constructed of quality leather uppers or similar
material (i.e., canvas or woven mesh) with sturdy sole and heel, made of durable slip
resistant and/or oil resistant material. For definition purposes, no athletic type shoe
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2)

3)

4)

(i.e., tennis shoes, jogging shoes or basketball shoes, etc.) will meet the definition of
proper foot protection.

All OSE-represented employees who are assigned to the following classifications

series: Construction Management Inspector; Drafting Fechnician; Engineering
Pesigner; Engineering Technician; GenerationDestgner-and Survey Engineering

Technician, shall be reimbursed up to $300.00 per calendar year for the purchase of
and/or repair of appropriate footwear and the purchase of insoles/inserts approved by
SMUD.

Proper foot protection shall be worn at all times while on duty. Foot protection is
defined as boots that are constructed of quality leather uppers with a sturdy sole and
heel, made of durable slip resistant and/or oil resistant material. Leather uppers shall
be six (6) inches minimum to provide ankle support for walking on uneven surfaces
and through gravel. Boot outsoles shall be puncture resistant to provide protection
from nails and sharp objects. For definition purposes, no athletic type shoe (i.e.,
tennis shoes, jogging shoes or basketball shoes, etc.) will meet the definition of
proper foot protection.

All OSE-represented employees who are assigned to the following classifications
series: Engineering Designer, Engineering Technician and Generation Designer, shall
be reimbursed up to $300.00 every 2 years for the purchase of and/or repair of
appropriate footwear and the purchase of insoles/inserts approved by SMUD.

Proper foot protection shall be worn at all times while on duty. Foot protection is
defined as boots that are constructed of quality leather uppers with a sturdy sole and
heel, made of durable slip resistant and/or oil resistant material. Leather uppers shall
be six (6) inches minimum to provide ankle support for walking on uneven surfaces
and through gravel. Boot outsoles shall be puncture resistant to provide protection
from nails and sharp objects. For definition purposes, no athletic type shoe (i.e.,
tennis shoes, jogging shoes or basketball shoes, etc.) will meet the definition of
proper foot protection.

All OSE-represented employees who are assigned to the Drafting Technician
classification series and Senior Designer/Drafter job classification shall receive a one-
time reimbursement of up to $300.00 for the purchase of appropriate footwear and the
purchase of insoles/inserts approved by SMUD. Due to limited use of based on time
in the field, and every two (2) year reimbursement is not deemed necessary.
Management maintains the right to provide additional reimbursement for purchase or
repair of footwear as they see fit.

Proper foot protection shall be worn at all times while working in substations. Foot
protection is defined as boots that are constructed of quality leather uppers with a
sturdy sole and heel, make of durable slip resistant and/or oil resistant material.
Leather uppers shall be six (6) inches minimum to provide ankle support for walking
on uneven surfaces and through gravel. Boot outsoles shall be puncture resistant to
provide protection from nails and sharp objects. For definition purposes, no athletic
type shoe (i.e., tennis shoe, jogging shoe, or basketball shoe, etc.) will meet the
definition of proper foot protection.
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5) All OSE-represented employees who are assigned to the IPPS Specialist series shall
receive a one-time reimbursement of up to $300 for the purchase of footwear
insoles/inserts (orthotics). Management maintains the right to provide additional
reimbursement for purchase of footwear insoles/inserts (orthotics) as they see fit.

6) After the purchase and/or repair of the appropriate footwear, employees will submit
the proper receipt(s) to their supervisor for reimbursement.

7) SMUD acknowledges that additional OSE classifications/positions may require
special footwear to perform work safely. When an additional classification/position
is identified as needing special footwear, employees will be considered eligible for
reimbursement commensurate with the footwear required and frequency of use.
SMUD agrees to meet and confer with OSE to establish footwear requirements and
reasonable reimbursements for these classifications/positions.

2. CONTRACTING OUT

SMUD shall not contract for any work normally performed by classifications assigned to Unit
2 if such contracting is intended to reduce or has the effect of reducing the regular work force
by attrition, demotion, displacement or lay off. Further, prior to any reduction in force of OSE
represented employees, affected Unit 2 employees meeting the minimum qualifications of the
job being contracted out shall be offered any bargaining unit work being performed by
contractors. These assignments shall be of a temporary nature. All current rules concerning
bumping and selection shall apply.

For the purpose of this Agreement, contracting out occurs when a Unit 2 position is filled
temporarily by a non-OSE represented employee or by an outside contractor for any reason.
SMUD agrees to notify the OSE in each instance of its intent to contract OSE bargaining unit
work.

3. NO STRIKES/NO LOCKOUTS

During the term of this Agreement, SMUD agrees that there shall be no lockout. The OSE
agrees that there shall be no authorized, concerted failure to report to work, cessation or
interruption of work, slowdown, strike (including, but not limited to, sympathy strikes),
boycott, or any type of organized or concerted interference with SMUD's business. Should any
employee or group of employees commit any such acts in violation of this provision, the OSE
agrees that it shall notify such employee(s) of their obligation pursuant to this Section and shall
publicly discourage such acts.

4. TECHNOLOGICAL CHANGES

SMUD shall continue to provide the OSE with as much advance notice as practical of any
technological changes that may have an impact on Unit 2 employees. In such circumstances,
SMUD and the OSE shall meet and confer in an attempt to reach a mutual agreement regarding
appropriate solutions. If the parties are unable to reach agreement, the matter shall be resolved
pursuant to Article 22, Full Understanding/Non-Nullification, of this Agreement.

5. MEDICALLY RESTRICTED DUTY PROGRAM

Employees who are partially disabled due to an industrial illness or injury and cannot perform
the full range of their regularly assigned duties may be provided limited duty work consistent
with the employee’s medical restrictions. SMUD shall make a reasonable effort to identify and
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provide the employee with a limited duty assignment. An employee so assigned shall continue
to receive their base rate of pay when performing limited duty work. Unit 2 employees have
priority when assigning Unit 2 limited duty work. SMUD will inform the OSE when assigning
non-Unit 2 employees to perform limited duty work in Unit 2 positions.

6. JOB SHARING

For the purpose of this Section, job sharing is defined as the joint performance of the functions
of a single position by two (2) employees. Unit 2 employees may voluntarily job share subject
to SMUD’s approval. SMUD reserves the right to cancel a job-sharing arrangement at any
time with thirty (30) calendar day’s written notice to employees. Employees who are job
sharing are eligible for the benefits afforded to part-time employees who are regularly
scheduled to work twenty (20) or more hours and less than 40 hours (including overtime) per
week. In all other respects, job sharing employees shall be treated consistent with their Civil
Service status.

7. SENIORITY

Except as provided elsewhere in this Agreement or any side letter agreement between SMUD
and the OSE, whenever seniority is used to make workplace decisions, such decisions shall be
based upon SMUD seniority defined as an employee’s total years of continuous SMUD
employment. It includes temporary and part-time employment as long as the employment has
been continuous.

8. TELECOMMUTING

For the purpose of this Section, telecommuting is defined as the performance of some or all of
an employee’s duties from a remote location. Unit 2 employees may volunteer to telecommute
subject to the prior approval of SMUD. Telecommuting agreements shall be in writing. The
terms of the telecommuting agreements shall be consistent with this Agreement. The
telecommuting agreements also will contain a definition of a termination notice. SMUD shall
forward a copy of the telecommuting agreement to the OSE President.

9. DONATION OF LEAVE

SMUD and the OSE agree that SMUD’s Donation of Leave Program shall be modified to
eliminate the donation of sick leave except as provided below:

In extraordinary circumstances only, the OSE may petition the Grievance Review Committee
to authorize the donation of sick leave. The decision of the Grievance Review Committee is
final.

10. CONSTRUCTION MANAGEMENT INSPECTORS
A. Take-Home Vehicles

Construction Management Inspectors (CMIs) may, with prior approval from their
supervisor, take home their assigned SMUD vehicle on a temporary, case-by-case basis for
the purpose of traveling directly from the employee’s place of residence to a designated
project or job site without first reporting to their regular headquarters. The supervisor’s
decision regarding authorization of take-home use is final and is not subject to appeal or
the grievance procedure.
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Employees are responsible for ensuring the assigned vehicle is secure at all times while
parked at their residence and that all electronic devices, equipment, and personal
belongings are removed and stored inside the employee’s home.

Travel time between the employee’s place of residence and the designated project or job
site is not considered compensable work time unless the travel distance exceeds the
employee’s normal commute to their regular headquarters. Any travel time in excess of the
employee’s normal commute is considered time worked.

Take-home SMUD vehicles may not be used for personal business or for any purpose other
than authorized District business.

. Meal Payments During Overtime

When CMIs are required to work overtime, CMIs who are unable to take a meal break are
eligible for a meal payment of thirty dollars and forty cents ($30.40). The normal practice
is for CMIs to have meals every five (5) hours worked. All work hours apply towards
overtime meal eligibility.
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ARTICLE 21

FULL UNDERSTANDING / NON-NULLIFICATION

1. FULL UNDERSTANDING

A. This Agreement sets forth the entire understanding of the parties regarding the matters
contained herein, and any other prior or existing understanding or Agreement by the
parties, whether formal or informal, regarding such matters are hereby superseded.
Except as provided in this Agreement, it is agreed and understood that all benefits and
working conditions provided by this Agreement shall remain unchanged during the term
of this Agreement, unless expressly modified by mutual agreement through the meet and
confer process.

B. With regard to terms and conditions of employment not expressly covered by this
Agreement, the parties recognize that during the term of this Agreement it may be
necessary or desirable for SMUD to make changes on matters within the scope of
representation. If and when SMUD finds it necessary to make such changes, it shall
notify the OSE at least thirty (30) calendar days prior to the proposed implementation. At
the request of the OSE, the parties shall meet and confer in a good faith effort to reach
agreement over such matters that fall within the scope of representation.

If the parties are unable to reach agreement, the matter shall be resolved through the use
of MED(iation)-ARB(itration). Agreements or decisions resulting from this process shall
be binding on the parties.

2. CHANGE OF LAW AND NON-NULLIFICATION

If any provision of this Agreement, or the application of such provision(s), should be found
invalid by any decree of a court of competent jurisdiction or by the reason of any existing or
subsequently enacted legislation, or applicable administrative regulations (e.g. CalPERS), all
other provisions of this Agreement shall remain in full force and effect. In such event, the
parties shall meet and confer in good faith within thirty (30) calendar days in an attempt to
develop a replacement for the provision(s) found to be invalid.
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APPENDIX A

REQUEST FOR WORK WEEK PATTERN
(See SMUD Form 3803, 6/24)

Hourly Work Week Schedule Request

Employee ID no:

Employee name:

Cost center:

Supervisor name:

Schedule change effective date (First day of the pay period):

Directions: Enter bi-weekly work week schedule requested with the days and times, including scheduled lunch break.

Note for timekeeper: If schedule template doesn't exist, please email this request to Time@smud.org and include the
employee group the schedule will be applied to (OSE, IBEW, CONF or PSOA).

Week 1: Payroll week

Start time

End time

Meal break
(duration)

Total daily
hours

Week 2: Non-payroll processing week

T e

Start time

End time

Meal break
(duration)

Total daily
hours

Total weekly hours

Date:

Supervisor approval:

For Time & Attendance use only

Schedule ID: Schedule description:
Entered by: Date entered in WFS:
Policy sets:

@ SMUD

© SMUD-3803 6/24 Forms Management
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APPENDIX B

LIST OF UNIT 2 REPRESENTED JOB CLASSIFICATIONS

This list may not be all-inclusive and is subject to change by mutual agreement.

ACCOUNTING TECH GENERATION DES III SCHEDULING TECH
COMPUTER OPERS SPCLST (E) GENERATION DES IV SECRETARY

COMPUTER OPERS SPCLST (J)  GIS DATA TECH (E) SERVICE DISPATCHER
CONSTR MGMT INSPCTR I GIS DATA TECH (J) SR CUST SVCS REP
CONSTR MGMT INSPCTR 11 GRAPHIC DESIGNER SR DESIGNER/DRAFTER
CONSTR MGMT INSPCTR III HYDROGRAPHY SPCLST SR DOC RECORDS SPCLST
CUST SVCREP 1 I/'T TECHNICIAN SR ENERGY SPCLST

CUST SVCREP II INVENTORY TECH SR ENGINEERING TECH
DOC RECORDS SPCLST I IPPS SPCLST I SR FIELD SERVICE TECH
DOC RECORDS SPCLST II IPPS SPCLST II SR GIS DATA TECH
DRAFTING TECH I IPPS SPCLST III SR GRAPHIC DESIGNER
DRAFTING TECH II LAND AGENT - A SR MAPPER

ENERGY SPECIALIST (E) LAND AGENT - B SR OFFICE SPCLST
ENERGY SPECIALIST (J) LAND AGENT - C SR PRESS OPERATOR
ENGINEERING DES I LEAD OFFICE TECH SR STAFF SECRETARY
ENGINEERING DES II MAPPER SR SURV ENGRG TECH-COP
ENGINEERING DES III MATERIAL PARTS CLERK SR SURV ENGRG TECH-OFF
ENGINEERING DES IV METER & SERVICE DESIGNER STAFF SECRETARY
ENGINEERING TECH (E) OFFICE ASST A STEM CO-OP STUDENT ASST
ENGINEERING TECH (J) OFFICE ASST B STEM STUDENT ASST
EQUIP TESTING REP OFFICE ASST C STUDENT STAFF ASST
EQUIP TESTING REP ASST OFFICE SPCLST I SURVEY ENGRG TECH (J)
FIELD SERVICES TECH OFFICE SPCLST II TRADE SHOW COORD
FORMS ASSISTANT OFFICE TECH UTILITY SERV FIELD INVES
FORMS TECH POWER QUALITY TECH VEHICLE PARTS CLERK
GENERATION DES I PRESS OPERATOR

GENERATION DES II PRIN ENGINEERING TECH
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APPENDIX C

LIST OF AGENCIES/COMPANIES TO BE SURVEYED

(For Classification and Pay Studies of Unit 2 positions during the term of this Agreement)

1. City of Alameda

2. City of Fairfield

3. City of Lodi

4. City of Palo Alto

5. City of Redding

6. City of Roseville

7. City of Sacramento

8. City of Santa Clara

0. City of Stockton

10. County of Sacramento

11.  East Bay Municipal Utility District
12. Kaiser Permanente

13. Los Angeles Department of Water & Power
14. Modesto Irrigation District

15. Office of Personnel Management/US
16. Pacific Gas & Electric

17.  Nevada Energy

18. State of California
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APPENDIX D

SUPPLEMENTAL SIDE LETTERS OF AGREEMENT

The parties have agreed that the following Letter Agreements shall remain in effect for the term of
this MOU or until such time as the provisions or term of the individual Letter Agreement are
satisfied:

August 30, 1999 — Subject: Classification and Pay Studies setting forth procedures for an
employee who wishes to request a classification and pay study of their desk.

May 28, 2010 — Subject: Contact Center Bidding Process, LR 10-022.

March 8, 2012 — Subject: Personal Computer Purchase Plan, LR 12-017.

November 14, 2012 — Subject: Contact Center — Voluntary Time Off (VTO), LR 12-042.
November 21, 2012 — Subject: Contact Center — Vacation Bid, LR 12-043.

November 27, 2012 — Subject: Contact Center — Distribution of Overtime, LR 12-045.

October 1, 2013 — Subject: Field Services Credit and Collections’ Vacation Scheduling Process,
LR 13-031.

October 7, 2013 — Subject: Customer Operations’ Vacation Scheduling Process, LR 13-035.

March 4, 2015 (revised) — Subject: Contact Center Customer Service Representative (CSR)
Progression, LR 15-007.

October 13, 2017 — Subject: Change to Retiree COLA and Enhancement to the Survivor
Continuance Benefit, LR 17-021 (combines LR 13-006A & LR 14-002 {not

executed}).

May 19, 2020 — Subject: Side Letter Agreement — Impacts of Discipline for Nondiscrimination
Policy Violations, LR 20-008.

November 16, 2021 — Subject: Side Letter Agreement — Engineering Designer Progression, LR
21-012

June 28, 2023 — Subject: Side Letter Agreement — Inclement Weather 2 for 1, LR 22-009.
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APPENDIX E

BENEFITS FOR UNIT 2 LIMITED-TERM, FULL-TIME EMPLOYEES

1. Dental, Medical, Vision, and Life Insurance Programs

A. SMUD provides a number of plans from which eligible Unit 2 employees can choose.
Eligibility for coverage and co-payment for each plan is the same for all eligible
employees. The employee’s coverage becomes effective the first month after employment
as a limited-term employee. The employee must sign-up for the following coverages
within thirty (30) calendar days of employment. Subsequent enrollment opportunities
occur during the Annual Open Enrollment period or for allowable changes in status.

1) Medical Benefits
2) Dental Benefits
3) Vision Benefits

4) Life Insurance - an age-based amount that equals 50% of the equivalent salary for a
full-time employee rounded up to the nearest $5,000.

B. If an employee selects higher-cost medical plans or additional coverage for life insurance
plans, the employee shall pay the additional premiums on a “pre-tax” basis. Please contact
the People Services & Strategies Department for monthly premiums.

2. Flexible Benefits Program

A. Limited-term, full-time employees in Unit 2 are given the opportunity to participate in
SMUD’s flexible benefits program to enroll in the following benefit plans: medical,
dental, vision, and life insurance. This program allows the employee to choose which
benefits they want for the calendar year.

B. SMUD issues flex credits that give the employee purchasing power to “pay for” the
benefits of their choice. Limited-Term employees receive a percentage of the flex credits
allotted to Full-Time employees, as follows: 82.5% for 2022-2025. If the employee
chooses benefits costing more than the flex credits provided by SMUD, the employee shall
pay the difference through payroll deductions. The payments for most flexible benefits
are made on a pre-tax basis, so the employee can save on taxes.

C. Ifan employee is already covered and chooses not to enroll in SMUD-provided medical,
dental, and/or vision plans, they can “opt out” of coverage and SMUD shall give the
employee cash in exchange for the flex credits. Credits are paid to the employee on a
monthly basis in the form of cash. Such payments are taxable income.
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D. Under the Flexible Benefits Program, base pay is the employee’s annual earnings as of a
certain date, excluding bonuses, commissions, overtime pay and other special
compensation. Base pay for computing life insurance costs and coverage amounts is 50%
of the equivalent salary for a regular employee.

E. Contact the People Services & Strategies Department for the latest OSE Benefit Guide or
individual plan documents for a more detailed explanation of the benefit options.
3. Supplemental Benefits

A. Limited-Term, full-time employees may supplement their temporary disability payments
with sick or annual leave credits. The employee cannot exceed 100% of their base salary.

B. The following are not available to Limited-Term employees:
1) Extended Compensation
2) Short-term Disability
3) Long-term Disability

4) Medical or Dependent Reimbursement Flexible Spending Accounts (FSAs) under the

flexible benefits program
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RESOLUTION NO. 26-02-03

BE IT RESOLVED BY THE BOARD OF DIRECTORS
OF THE SACRAMENTO MUNICIPAL UTILITY DISTRICT:

This Board accepts the monitoring report for Strategic Direction
SD-2, Competitive Rates, substantially in the form set forth in Attachment B
hereto and made a part hereof.

Approved: February 19, 2026

INTRODUCED: DIRECTOR SANBORN
SECONDED: DIRECTOR FISHMAN
DIRECTOR AYE NO ABSTAIN ABSENT
TAMAYO X
ROSE X
BUI-THOMPSON X
FISHMAN X
HERBER X
KERTH X
SANBORN X




Attachment B
to Resolution No. 26-02-03

SACRAMENTO MUNICIPAL UTILITY DISTRICT

OFFICE MEMORANDUM

TO: Board of Directors DATE: January 29, 2026

FROM: Claire Rogers ¢z 1/29/26
SUBJECT: Audit Report No. 28008022
Board Monitoring Report; SD-2: Competitive Rates

Internal Audit Services (IAS) received the SD-2 Competitive Rates 2025 Annual
Board Monitoring Report and performed the following:

e Selected a sample of statements and assertions in the report for review.
e Compared sample to the corresponding supporting documentation to
identify potential discrepancies.

All items sampled within the SD Report aligns with the supporting documentation
provided at the time of review.

CC:

Paul Lau



Board Monitoring Report 2025 ’
SD-2, Competitive Rates @ S M U D
1. Background

Strategic Direction 2, Competitive Rates states that:

Maintaining competitive rates is a core value of SMUD.

Therefore:

a) The Board establishes a rate target of 18 percent below Pacific Gas & Electric Company’s

published rates on a system average basis. In addition, the Board establishes a rate target of at
least 10 percent below PG&E’s published rates for each customer class.

b) SMUD’s rates shall be competitive with other local utilities on a system average basis.
c) In addition, SMUD’s rates shall be designed to balance and achieve the following goals:
i) Reflect the cost of energy when it is used or exported to the SMUD grid;
ii) Reduce consumption during periods of high system demand;
iii) Encourage energy efficiency, conservation, and carbon reduction;
iv) Encourage cost effective and environmentally beneficial Distributed Energy

Resources (DERs) (examples of DERSs include but are not limited to rooftop
solar, battery storage, and energy reduction applications);

v) Minimize the rate of change in the transition from one rate design to another;

Vi) Provide customers flexibility and choices;

vii) Be as simple and easy to understand as possible;

viii) Address the needs of people with low incomes and severe medical conditions;
and

iX) Equitably allocate costs across and within customer classes.

2. Executive summary

a) SMUD is in compliance with SD-2, Competitive Rates.

As of December 31, 2025, SMUD’s rates remain among the lowest in the state and on a system
average rate basis are 50.3% below Pacific Gas & Electric (PG&E) Company’s, which is better than
the SD-2 target of at least 18% below on a system average rate basis. Residential average rates are
at least 47.1% below PG&E'’s residential average rates. See Figure 1 below for details.

There were two rate increases to SMUD’s rates in 2025. Rates for all customers were increased by
2.75% on January 1, 2025 and 2.75% on May 1, 2025, as adopted by the Board on September 21,
2023. The reduction in the percentage below PG&E has decreased due to a combination of SMUD’s
rate increases and PG&E’s overall rate decreases in 2025, as described in Appendix C. The overall
rate advantage between SMUD and PG&E remains well above the SD-2 target of at least 18% on a
system average basis.
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Metric 2025 performance 2024 performance 5 year average

System 50.3% below PG&E ona | 52.2% below PG&E ona | 47.0% below PG&E
average rates system average rate system average rate on a system

18% below basis basis average rate basis
PG&E rates

2025 marked the continuation of several rate developments that balance the SD-2 requirements and
help SMUD maintain our critical financial performance and metrics. In June 2025, the Board approved
Rate Resolution 25-06-15 which included a 3% rate increase in both 2026 and 2027, allowing SMUD
to continue to meet California mandates, while addressing the impacts of the current economy and
inflation. Despite these rate changes SMUD anticipates continuing to meet SD-2 requirements in the
future. These approved increases are lower than other electric utilities that raised rates in the state of
California. These increases are driven by commodity price increases, compliance requirements and
inflation, among other things as described in Section 4 below.

In June 2025, the Board approved a new optional rate for residential customers who have an
electrical panel size of up to 125 Amps. This rate has the same structure as the standard Time-of-Day
(5-8 p.m.) Rate but a lower monthly System Infrastructure Fixed Charge (SIFC) of $17 and slightly
higher per kwh energy charges. Customers with low electricity consumption and who take steps to
further reduce their energy consumption could see savings under this optional rate. Bill impacts will
vary based on specific energy patterns from customers and amount of usage. This rate, called the
Time-of-Day (Low Use) Rate, will be available beginning January 2026. SMUD is identifying eligible
customers with low monthly usage who may benefit from the new optional rate. Once identified,
SMUD will recruit these customers with direct communications. Recruitment material includes a rate
comparison report that shows the annual and monthly costs on the new optional rate and the
standard Time-of-Day Rate, information on how to enroll, and answers to commonly asked questions.
Smud.org has been updated with the latest rate information. A dedicated page is now available at
smud.org/TODLowUse with all the details.

3) Additional supporting information
a) The Board establishes a rate target of 18% below PG&E’s published rates on a
system average basis. In addition, the Board establishes a rate target of at least
10% below PG&E’s published rates for each customer class.

SMUD continues to maintain average rates that are lower than PG&E’s, both at a system level and by
rate class. Figure 1 provides a detailed picture of the difference between SMUD’s and PG&E'’s
average rates by rate class in 2025 as well as the difference between rates in 2024.
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Figure 1 — Summary of SMUD and PG&E Rate Comparison in $/kWh

Difference | Difference Difference
Below PG&E*| Below PG&E*| | Above SMUD
Class Description PG&E SMUD 2025 2025 2025 2024 2025
Residentil Standard E-1 TOD $0.4218 $0.1975 -53.2% -55.5% 113.6%
Low Income CARE** | EAPR & EAPRMED** $0.2466 $0.1321 -46.4% -50.9% 86.7%
All Residential $0.3566 $0.1888 -47.1% -50.1% 88.9%
Small Commercial™*** <= 20 kW B-1 GFN, CITS-0 $0.4326 $0.1931 -55.4% -57.0% 124.0%
21-299kW | B-6 CITS1 $0.4287 $0.1782 -58.4% -59.8% 140.6%
Medium 300-499kW | B-10 CITS-2, CITP-2 $0.3827 $0.1674 -56.3% -58.3% 128.7%
Commercial*** 500-999 kW | B-19 CITS-3, CITP-3, CITT-3 $0.3359 $0.1551 -53.8% -54.6% 116.6%
Large Commercial**** => 1MW B-20 CITS-4, CITP-4, CITT-4 $0.2226 $0.1275 -42.7% -43.4% 74.6%
Lighing Traffic Signals | TC-1 TS $0.4300 $0.1519 -64.7% -65.8% 183.1%
Street Lighting | various SLS,NLGT $0.4631 $0.1783 -61.5% -66.1% 159.7%
Agriculture Ag & Pumping | AG ASN/D,AON/D $0.3892 $0.1683 -56.8% -58.2% 131.3%
System Average $0.3478 $0.1728 -50.3% -52.2% 101.2%

Notes:

* 2025 average prices for SMUD with the rate increases effective 1-1-25 and 5-1-25. PG&E average prices in 2025 reflect rates effective 9-1-25, per
Advice Letter 7684-E. The rate difference in year 2024 reflects PG&E average rates as of 10-1-24, per Advice Letter 7382-E dated 9-30-24, and SMUD
rates effective 5-1-24.

** CARE vs EAPR includes EAPR & EAPRMED customers.

*** There is no indication from PG&E that their CARE rates include customers who have a medical allowance only.

**** Commercial rates include WAPA credits.

As seen in Figure 1, the rate competitiveness by rate class varies for the different customer classes
and is at least 42.7% below comparable PG&E class average rates. Since the creation of this annual
monitoring report, SMUD has consistently maintained rates that were more than 10% below PG&E’s
class average rates. See Appendix A for more details.

b) SMUD’s rates shall be competitive with other local utilities on a system average
basis

SMUD’s system average rate is competitive with other local utilities as shown in detail in Appendix B.
In general, we are seeing large rate increases across the other local utilities. Even with our approved
rate increases in 2026-2027, SMUD’s rates remain competitive. For example, Roseville had a 9%
rate increase in June 2024 and another 9% increase in January 2025. In November 2024, Turlock
Irrigation District approved rate increases of 5.6%, 5.6% and 5.5% for 2025, 2026 and 2027
respectively. Compounded, this equates to a 17.6% rate increase over a 3-year period. While PG&E’s
system average rates have decreased a total of 1.43% in 2025, their rates are still significantly higher
when compared to SMUD’s system average rate.

c) Reflect the cost of energy when it is used or exported to the SMUD grid

SMUD’s TOD and restructured commercial rates were designed to more closely reflect the cost of
energy when it is used, with prices highest during the peak time periods when the cost of energy is
highest. We continually assess our rates as markets and our costs change to determine if any
structural changes are needed, which is why we implemented TOD rates in 2018 and restructured our
commercial rates in 2021. In 2021, the Board adopted the Solar and Storage Rate (SSR) to reflect
the value of energy when it is exported to the grid. The rate has been in effect over the past four
years, and as established in the SSR tariff, the export rate is reviewed every four years. Staff is in the
process of updating the rate following the method approved by the Board in 2021 and will bring a
recommendation to update the SSR export compensation rate for the next four years in early 2026.
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d) Reduce consumption during periods of high system demand

Both the residential and commercial TOD rates send signals to customers to reduce their on-peak
usage. The Peak time for residential customers is 5 p.m. to 8 p.m. while the Peak time for commercial
customers is 4 p.m. to 9 p.m. These Peak time periods reflect the highest $/kWh price to encourage
customers to shift their energy usage outside of the Peak time period to reduce system load and help
with carbon reduction goals.

The optional residential Critical Peak Pricing (CPP) rate charges a premium on energy delivered
during those few critical times during the summer with highest demand, which reduces energy
consumption and carbon emissions when the grid is most stressed. Additionally, customers on the
CPP rate receive a discount on energy delivered during the summer Off-Peak and Mid-Peak time
periods, encouraging them to shift their energy use to times when the grid is less stressed and clean
energy is more abundant. The CPP rate is part of SMUD’s portfolio of load flexibility programs that
support load reduction and state regulations.

e) Encourage energy efficiency, conservation, and carbon reduction

SMUD continues to encourage energy efficiency, conservation and carbon reduction through the
residential and non-residential TOD rates and a variety of programs, such as incentives to install
storage, and offering a variety of rebates for energy-efficient appliances, heating and cooling
systems, and energy-efficient LED lighting. TOD rates encourage customers to shift energy use from
peak times when energy is more costly and is produced by a larger portion of carbon-emitting
generation plants to off-peak times, when there is often excess carbon-free solar generation on our
system. By shifting usage to times when non-carbon emitting resources are plentiful, customers not
only save money, but they also contribute to reducing carbon emissions and help SMUD achieve our
carbon reduction goals. The residential and restructured commercial TOD rates were designed to be
revenue neutral, so customers can save money if they shift or reduce their usage from peak hours.
More detailed information about rebates and energy savings tips can be found on smud.org.

f) Encourage cost effective and environmentally beneficial Distributed Energy
Resources (DERs) (examples of DERs include but are not limited to rooftop solar,
battery storage, and energy reduction applications)

The Solar and Storage Rate (SSR) was designed to work with a series of programs and incentives to
help SMUD reach its 2030 Zero Carbon Plan. SMUD started the My Energy Optimizer (MEO)
program with expanded storage incentives to encourage customers to invest in battery storage, which
could enable the customer to gain additional value from their investment. The CPP rate provides
customers with solar and storage even more of an opportunity to increase the value of their system,
by providing a significantly larger incentive to send power to the grid during critical events. The CPP
rate also encourages customers to adopt smart thermostats, as they may be able to save money on
the CPP rate if they use the thermostat to adjust their energy usage.

Customers that live in multi-family properties with as few as four units can now take advantage of the
benefits of solar through the new Multi-Tenant Solar option. This program has been expanded from
serving only low-income households to including all qualifying residents. In the Multi-Tenant Solar
option, the building owner may install solar, with the benefits of that solar allocated to the residents,
providing an avenue for customers to adopt solar even though they do not own their own home.

SMUD incentivizes two different technologies for customers to enroll in the My Energy Optimizer
(MEO) program. MEO Partner is for customers that want to participate with their smart thermostat,
and upon enroliment, can voluntarily adopt the CPP rate. There are currently 38,087 smart
thermostats enrolled in the program. MEO Partner+ is for customers that want to participate with their
battery storage system. The enrollment incentive was increased to $5,000 per battery with a
maximum of $10,000 per customer to expand the program and support the battery market. There are
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currently 1,665 batteries enrolled in the program. In 2025, the MEO program was able to reduce
electricity usage by approximately 18 MW during curtailment events.

dg) Minimize the rate of change in the transition from one rate design to another

SMUD follows this principle through gradualism and balance between rate implementation and
customer satisfaction when making rate structure changes in combination with rate increases. For
example, the Commercial Rate Restructure (CRR) is being phased in over an 8-year period to
mitigate bill impacts. The last year of the CRR glidepath is 2028. In addition, we re-negotiated a
customer contract to gradually transition them to the standard rates over the course of 3 years.

h) Provide customers flexibility and choices

SMUD provides flexibility and rate options to its customers. Residential customers may select custom
due dates, budget billing, and solar customers can choose between monthly or annual settlement
options. Residential customers are placed on TOD, but they may select the fixed rate, the recently
adopted optional low use rate or the CPP rate. All customers may make online payments and set up
billing alerts. In addition, qualified commercial customers moving to SMUD'’s service area may choose
between two different Economic Development Rate discount structures, selecting the option that best
suits their needs. In the case of very large commercial loads, SMUD also offers special retail
agreements to balance meeting the needs of these large customers and pricing that promotes load
growth, business attraction, and retention while avoiding impacts to other customer classes.

i) Be as simple and easy to understand as possible

SMUD works to make sure its many programs and rates are simple and easy to understand. For
example, staff designed its TOD rates and restructured commercial rates to balance simplicity while
still reflecting the cost of energy when it is used. Ongoing customer outreach and education assists
customers in understanding new rate designs, pilots and programs.

j) Address the needs of people with low incomes and severe medical conditions

SMUD continues its commitment to supporting income-eligible customers and those with medical
needs through dedicated discount programs. The Energy Assistance Program Rate (EAPR) and
Medical Equipment Discount Rate (MED Rate) provide qualifying customers with monthly bill
discounts. EAPR discounts are based on Federal Poverty Level (FPL), with the greatest assistance
directed to those most in need. Additional financial relief is available through the EAPR Rate
Stabilization Fund (ERSF), which offers further discounts to the most vulnerable income-eligible
customers. This fund is replenished annually using discretionary, non-retail rate revenue to avoid
impacting future rate adjustments.

To increase program awareness and enroliment, SMUD has formed several Interagency Agreements
with community organizations, through which we have identified and successfully enrolled eligible
customers in the EAPR program. Additionally, customers who have experienced three disconnections
and have past due balances exceeding $500 within the past 12 months are actively identified and
encouraged to apply for EAPR, helping to improve their energy affordability.

In addition to EAPR and MED, in 2025, SMUD’s Customer Assistance programs supported 1,566
customers by providing energy education, facilitating energy-efficient upgrades and repairs, and
advancing SMUD’s Clean Energy Vision through building and transportation electrification initiatives.
These efforts effectively reduce customers’ overall energy burden while improving home comfort,
sustainability, and energy affordability.

GM 26-011 Board Monitoring Report — SD-2, Competitive Rates Page 5 of 12



k) Equitably allocate costs across and within customer classes

To ensure costs are equitably allocated across and within customer classes, staff updates SMUD’s
marginal cost study and performs rate costing studies and value of solar studies prior to
recommending rate structure changes, such as with TOD, the Commercial Rate Restructure and
SSR.

4) Challenges
Rate Pressures

SMUD continues to face cost pressures for clean energy compliance and state mandates, as well as
make investments in new generation and storage assets to ensure the safe and efficient operation of
the grid. Additionally, we continue to face cost pressures due to wildfire and inflation impacts, along
with expenses to maintain a reliable and resilient grid. In addition, increased costs for wildfire
management, reliability of our hydro facilities, customer programs to support our clean energy vision,
and inflation all added pressure to maintaining SMUD’s bottom line. These rate pressures were the
rate increase drivers and are detailed in the 2025 General Manager’s (GM) Report available on
smud.org.

5) Recommendation

It is recommended that the Board accept the Monitoring Report for SD 2, Competitive Rates.
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Appendix A: Historical Rate Comparison with PG&E

Figure 2

compares SMUD and PG&E’s actual system average rates for the past 10 years. SMUD'’s

system average rates have averaged 40% below PG&E since 2016. These figures may differ from those
in Figure 1, as Figure 1 is based on forecasted numbers while these numbers are based on actuals.

Figure 2 — SMUD and PG&E Historical System Average Rate Comparison

SMUD vs. PG&E System Average Rate - 10 Year
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Appendix B: Local Utility Rates

GM 26-011

Modesto Irrigation District (MID): On November 14, 2023, the MID Board of Directors approved
another round of rate increases of an additional 7.5% for January 2024, and a subsequent 5.5%
increase for 2025 to cover costs and power supply cost pressure. A Power Cost Adjustment
(PCA) designed to reflect fluctuating power supply costs was also adopted and has been applied
monthly to customer bills in 2025. The range of the PCA for 2025 was $0.00000/kWh-
$0.01222/kWh.

Turlock Irrigation District (TID): TID’s board recently approved rate increases of 5.6% in both
2025 and 2026, and 5.5% in 2027. In 2025, the Power Supply Adjustment, which is reviewed
twice a year on June 1 and December 1, changed from a $0.000/kWh charge to a $0.002/kWh
credit in June and a $0.003/kWh charge in December. Prior to 2025, TID did not have a base
increase since 2015, allowing its rates to remain comparatively low.

Roseville Electric: Roseville Electric increased their rates by 9% on June 1, 2024 and another 9%
on January 1, 2025. The utility stated that the increases were necessary to cover rising fuel costs
and to ensure the utilities financial stability. Beginning on January 1, 2025, Roseville Electric’s
temporary 8% energy surcharge, enacted in February 2023, became permanent.
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e | odi Electric: Lodi does not anticipate any rate increases until 2030.However, Lodi has a monthly
energy cost adjustment that adjusts as power costs increase or decrease. The range of the
energy cost adjustment for Fiscal Year 2024/2025 was $0.0055/kWh to $0.0598/kWh, so
customers are exposed to monthly bill volatility as this cost adjustment varies month to month.

e Los Angeles Department of Water and Power (LADWP). LADWP did not have a base rate
increase in fiscal year 2024-2025. LADWP does have a pass-through rate mechanism that
adjusts quarterly with costs, outside of any base rate increases. This Energy Cost Adjustment
(ECA) ranged between $0.10499 and $0.11510 for 2025.

SMUD’s system average rate remains competitive, as shown in Figure 3. Figure 3 uses 2024 data from
the U.S. Energy Information Administration (EIA), which is the most recent actual yearly data available.
2025 values are based on averaged monthly figures through September 2025. Roseville and Lodi do not
participate in the reporting of monthly data, however, self-reported figures are included below. These
figures may differ from those in Figure 1, as Figure 1 is based on forecasted numbers while these
numbers are based on actuals. System average rates in dollars per kWh is a typical benchmark used in
the industry to compare rates and are calculated by taking total electric revenue and dividing it by total
kWh retail sales.

Figure 3 — Utility System Average Rate Comparison ($/kWh)

System Average Rate Actuals ($/kWh)

$0.40 oo
0.3770
$0.35
$0.30
0.2530
$0.25
0.2261
0.2010
2020 0.1794 0.1867 01842  0-1966
0.1662; 0.1699 0.1742
0.1503
$0.15 0.1427 I
$0.10 l
Turlock SMUD Roseville* Modesto Lodi* LADWP PGRE

W 2024 2025 YTD

* Does not participate in reporting monthly EIA data, value shown is self-reported.

Including pass-through mechanisms in rates is a common utility practice, allowing utilities to collect

enough revenue to cover their costs without having to increase rates in a formal rate proceeding. SMUD
has the Hydro Generation Adjustment, which allows for a small additional charge on customer bills in the
event of less than median precipitation. Any pass-through mechanisms that utilities have are included in

Figure 4 details the pass-through mechanisms some of SMUD’s neighboring utilities have as part of their
rate structures.
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Figure 4 — Utility Pass-through Mechanisms

Utility | Pass through

SMUD Hydroelectric Generation Adjustment

Modesto Irrigation District Capital Infrastructure Adjustment

Environmental Energy Adjustment

Power Cost Adjustment

Turlock Irrigation District Power Supply Adjustment

Environmental Charge

Public Benefits Surcharge

Roseville Electric Renewable Energy Surcharge

Greenhouse Gas Surcharge

Hydroelectric Adjustment

Lodi Electric Energy Cost Adjustment
LADWP* Energy Cost Adjustment
Electric Subsidy Adjustment
Reliability Cost Adjustment

* LADWP has other adjustments to reflect approved rate increases.

Including a fixed charge amount on residential customer bills is also a common utility practice. The fixed
charge allows for revenue collection for fixed assets that do not vary with electricity consumption. Figure 5

below outlines the fixed charge amount of SMUD’s neighboring utilities and SMUD’s System

Infrastructure Fixed Charge (SIFC). Figure 5 also includes SMUD’s new Optional Time-of-Day (Low Use)
Rate, which may benefit SMUD’s residential customers who have lower electricity consumption.

Figure 5 — Monthly Residential Fixed Charge Amount

Monthly Fixed Charge (2025) $/Customer

Modesto 1D | $32.00

Roseville |

SMUD |
LADWP Tier 3* I $22.70
Turlock 1D | $22.00
Lodi | $19.50
SMUD (Low Use Rate)** I $17.00
PGEE I $12.10
LADWP (min. bill)* I $10.00
S0 $5 $10 $15 $20 $25 $30

* LADWP's Tier 1 fixed charge is $2.30 and Tier 2 fixed charge is $7.90 but they have a minimum bill of $10 per month.
** SMUD’s SIFC charge on the Optional TOD (Low Use) Rate will be $17.00 when it goes into effect January 1, 2026.
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Appendix C: PG&E Updates

Overview of PG&E’s recent rate proceedings

In 2025 PG&E had three rate changes, decreasing the system average rate in $/kWh from $0.3493 in
2024 to $0.3478 in 2025 as shown in Figure 6.

Figure 6 — PG&E 2024-2025 Rate Changes

PG&E Rate Changes in 2024 Annual

January| March April July [September| October 2024
:f/a;e Change | 17 10% | 0.10% | 1.30% | -0.00% | 0.70% 2.90% | 11.97%
()
System Rate
($/KWh)* $0.3657| $ 0.3661| $ 0.3708| $ 0.3373| $ 0.3395| $ 0.3493
PG&E Rate Changes in 2025 Annual
January March September 2025
Rate Change (%) -0.70% 1.50% -2.20% -1.43%
System Rate
($/kWh)* $ 0.3504 | $ 0.3556 | $ 0.3478

*Includes California Climate Credit

PG&E Rate Change Process

In 2024, the CPUC approved a plan for PG&E to convert part of consumers electric bills to a flat rate
based on their income. The fixed charge will be $24.15 starting in January 2026 and accompany a
reduction in energy costs. For customers enrolled in low-income qualified programs the fixed charge will
be $6-12 per month.

Every four years PG&E files a request with California Public Utilities Commission (CPUC) with their
proposed general rate increases. For 2025, most of the rate increase was driven by the general rate case
(GRC) which supports the continued implementation of the utility’s wildfire mitigation plan, safety and
reliability investments, capacity upgrades and climate and clean energy goals. PG&E projects that
residential electric rates will be lower in 2026 because cost recovery included in current rates will expire.
Removing those costs from rates will help offset proposed increases including the 2027 GRC. Per the
most recent filing dated 5/15/25, PG&E proposed a system average rate increase of 5.0%, 2.8%, 2.9%,
and 3.0% for 2027-2030, respectively.

In December 2025, the CPUC reduced PG&E’s allowed Return on Equity (ROE) from 10.28% to 9.98%.

The ROE is the allowed rate of return on capital projects and is how PG&E provides a profit to its
shareholders. Lowering the ROE does not automatically lower customer bills. The impact depends on a
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variety of factors, including which utility projects are approved, which investments are added to the rate
base, and how much infrastructure spending PG&E proposes in the future. Staff will monitor the impacts
on future rate changes and customer bills of this slight reduction in the ROE moving forward.

PG&E Residential Time-of-Use Rate

PG&E offers its residential customers a default time-of-use rate (E-TOU-C) that has a peak time-period
from 4 p.m. to 9 p.m. every day. Customers may choose from a selection of alternative rates, including an
optional E-TOU-D (5-8 p.m.) rate which has a shorter 3-hour Peak time-period during weekdays only.

Appendix D: Historical Rate Increases

Figure 7 shows that SMUD'’s historical rate increases have been below inflation, which is based on the
Consumer Price Index (CPI) over the past 5 years.

Figure 7 — 2021-2025 Rate Increases vs Inflation*

Average Yearly Rate of Inflation vs Average Yearly Cumulative Annual Rate Increases vs Cumulative
SMUD Rate Increases Inflation
(2021 - 2025) (2021 - 2025)
5% 25%

24.43%

4% 20%

3%

15%

2%

10%

1% 5%

0% 0%

Average Rate of Inflation Average System Rate Increases Cumulative Inflation Cumulative System Rate Increases

*Cumulative totals are calculated using compounded inflation and rate increases.
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Figure 8 shows SMUD'’s rate increases by year since 2005.

Figure 8 —Residential vs. Non-Residential Rate Increase and Energy Surcharge by Year

GM 26-011

Rate Increase

Hydro

Residential Non-Residential Generation

2005 6.00% 6.00% N/A
2006 0.00% 0.00% N/A
2007 0.00% 0.00% 0.00%
2008 7.00% 7.00% 0.00%
2009 5.50% 5.50% 0.00%
2010 5.50% 5.50% 0.034%
2011 2.25% 2.25% 0.00%
2012 0.00% 0.00% 0.00%
2013 0.00% 0.00% 0.00%
2014 2.50% 2.50% 0.00%
2015 2.50% 2.50% 1.267%
2016 2.50% 2.50% 0.00%
2017 2.50% 2.50% 0.00%
2018 1.50% 1.00% 0.00%
2019 0.00% 1.00% 0.00%
1/1/2020 3.75% 3.75% 0.00%
10/1/2020 3.00% 3.00% 0.00%
1/1/2021 2.50% 2.50% 0.00%
10/1/2021 2.00% 2.00% 0.00%
3/1/2022 1.50% 1.50% 0.00%
1/1/2023 2.00% 2.00% 0.00%
1/1/2024 2.75% 2.75% 0.00%
5/1/2024 2.75% 2.75% 0.00%
1/1/2025 2.75% 2.75% 0.00%
5/1/2025 2.75% 2.75% 0.00%
1/1/2026 3.00% 3.00% 0.00%
1/1/2027 3.00% 3.00% 0.00%
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RESOLUTION NO. 26-02-04

BE IT RESOLVED BY THE BOARD OF DIRECTORS
OF THE SACRAMENTO MUNICIPAL UTILITY DISTRICT:

This Board accepts the monitoring report for Strategic Direction
SD-3, Access to Credit Markets, substantially in the form set forth in
Attachment C hereto and made a part hereof.

Approved: February 19, 2026

INTRODUCED: DIRECTOR SANBORN
SECONDED: DIRECTOR FISHMAN
DIRECTOR AYE NO ABSTAIN ABSENT
TAMAYO X
ROSE X
BUI-THOMPSON X
FISHMAN X
HERBER X
KERTH X
SANBORN X




Attachment C
to Resolution No. 26-02-04

SACRAMENTO MUNICIPAL UTILITY DISTRICT

OFFICE MEMORANDUM

TO: Board of Directors DATE: January 29, 2026

FROM: Claire Rogers ¢z 1/29/26

SUBJECT: Audit Report No. 28008023
Board Monitoring Report; SD-3: Access to Credit Markets

Internal Audit Services (IAS) received the SD-3 Access to Credit Markets 2025
Annual Board Monitoring Report and performed the following:

e Selected a sample of statements and assertions in the report for review.
e Compared sample to the corresponding supporting documentation to
identify potential discrepancies.

All items sampled within the SD Report aligns with the supporting documentation
provided at the time of review.

CC:

Paul Lau



Board Monitoring Report 2025 SMUD

SD-3 Board Strategic Direction on
Access to Credit Markets

1. Background
Strategic Direction 3 on Access to Credit Markets states that:
Maintaining access to credit is a core value of SMUD.
Therefore:

a. For SMUD’s annual budgets, the Board establishes a minimum target of cash
coverage of all debt service payments (fixed charge ratio) of 1.5 times.

b. When making resource decisions, SMUD shall weigh the impacts on long-term
revenue requirements, debt, financial risk and flexibility.

c. SMUD’s goal is to maintain at least an “A” rating with credit rating agencies.

2. Executive summary

SMUD relies on the use of borrowed funds to pay for a portion of its capital needs
on an ongoing basis. The Board adopted SD-3, Access to Credit Markets, to help
ensure that SMUD maintains the ability to raise new money at competitive rates in
the bond market as needed. Making prudent use of borrowed funds to finance
capital improvements helps SMUD to mitigate major rate adjustments in periods of
intensive capital expansion, and allows SMUD to allocate the costs of those
improvements over their useful lives to the customers who benefit from

them. Maintaining access to credit markets supports our objective to be financially
flexible to make necessary and timely investment and take advantage of
opportunities while remaining competitive.

One of the most important indicators of an organization’s ability to access credit
markets is the independent assessment made by credit rating agencies. SMUD is
rated by the three major rating agencies: Standard & Poor’s (S&P), Moody’s, and
Fitch, which review SMUD’s credit on approximately an annual basis. The credit
ratings assigned are intended to give investors the rating agency’s view of the
likelihood that SMUD will repay principal and pay interest on bonds when due. They
utilize financial metrics in assessing creditworthiness such as the Fixed Charge
Ratio that measures revenue sufficiency to meet obligations, and Days Cash on
Hand, a measure of liquidity. They also measure leverage and the capacity to
finance future capital projects without placing undue burden on customers, either
through borrowing or within our rate structure. SMUD’s overall governance and risk
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management practices are also important to the agencies, along with the ability and
willingness to raise rates when necessary while maintaining competitive low-cost
energy for our customers.

As indicated in the attached ratings agency reports, SMUD demonstrates robust
metrics, and, thanks to well-managed cash flow, has the flexibility to target a more
conservative fixed charge ratio. The most recent SMUD credit reports from both
Moody’s and Fitch also specifically cite the Board’s demonstrated willingness to
raise rates to support financial performance.

Additionally, there are external factors, such as wildfire liability and regulatory
factors that have an impact on ratings. Despite SMUDs robust vegetation
management, asset management, and wildfire mitigation programs, concerns
persist due to wildfire activities elsewhere in the state, which exerts downward
pressure on SMUD'’s credit ratings.

Credit ratings heavily impact an organization’s ability to borrow money in the
municipal markets, as well as the interest rates they will be required to pay. Higher
credit ratings translate into lower borrowing costs. For example, if SMUD’s credit
ratings were to fall into a lower category, from AA to A, the impact at today’s rates
would be approximately $242k/year for every $100 million borrowed. However,
during periods of financial turmoil, such as experienced in 2007 or 2020, the benefit
of having higher credit ratings increases. In the past higher credit ratings have
allowed SMUD to access credit markets sooner, more easily, and at a lower
interest rate than other lower rated utilities.

Credit ratings also impact an organization’s ability to conduct general business
transactions. Trading partners utilize credit ratings as a factor in assessing their
willingness to transact with SMUD, and to determine commercial terms. Stronger
credit ratings enable SMUD to negotiate better terms and conditions for contracts,
including power purchase agreements, and commercial insurance policies. For
example, SMUD’s healthy credit ratings minimize the amount of collateral posting
required under many of its commodity contracts to hedge fuel and power. Likewise,
if SMUD'’s ratings were to drop from current levels, collateral posting requirements
would increase accordingly. In some cases, a reduction in SMUD’s credit ratings
below a certain threshold would give our counterparty the right to terminate the
contract.

In addition to cash on hand, SMUD maintains a liquidity program consisting of a
commercial paper program and a line of credit. The commercial paper program
enables SMUD to issue up to $400 million of commercial paper notes to obtain
funding quickly, when it's necessary to maintain our liquidity levels. Our lines of
credit allow SMUD access to up to $150 million on short notice with the advantage
that it isn’t dependent on investor demand. The commercial paper program and line
of credit are instrumental in providing comprehensive liquidity support for SMUD
operations and capital initiatives. The liquidity program helps to maintain our credit
ratings and mitigate many enterprise risks that are otherwise difficult or financially
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prohibitive to mitigate through standard means. The commercial paper program and
line of credit are structured with agreements from four separate banks, further
reducing concentration risk and enhancing overall execution.

To protect SMUD’s financial strength, credit ratings, and operations, SMUD
maintains comprehensive property and casualty insurance to guard against
catastrophic losses. Insurance programs are continuously reviewed and modified
when construction, operational exposures, or developments in the insurance
industry so warrant. SMUD’s strong financial position, long term relationships
with a variety of insurers, and its liquidity program minimize SMUD’s
susceptibility to the volatility of insurance market cycles. SMUD maintains cash
on hand and access to credit to meet potential insurance deductibles and self-
insured liability claims and has had no claims that have exceeded coverage
limits.

SMUD has remained in compliance with SD-3 as evidenced by the following:

a. Maintained key financial metrics, including a fixed charge ratio above the
minimum policy target of 1.50 times.

1. 2.83 times in 2024
2. 3.71 times in 2025 (forecasted figure as of December 31, 2025)
3. 2.69 times in 2026 (projected in 2026 Budget)

b. In 2025, Fitch and Moody’s affirmed SMUD’s senior credit ratings at 'AA' and
‘Aa2’ respectively (Aa2 is the Moody’s equivalent of AA), and remain unchanged
from 2024. S&P continues to rate SMUD at a AA credit rating, but in early 2025
placed SMUD on negative outlook, along with many other California utilities, due
to wildfire risk concerns.

c. Issued $100 million new money in certified green put bonds locking in a 7-year
fixed rate, $100 million certified green new money long term fixed rate debt and
rolled $100 million in put bonds into a fixed 6-year new term. These transactions
successfully mitigated interest rate risk in a volatile market environment by
strategically refunding $75 million of variable Commercial Paper debt.

d. SMUD successfully issued $50 million of Green Commercial Paper (CP) in April
and May. The issuances were the first Green CP notes issued by any U.S.
municipal electric utility, and carried the Kestrel-Verified Green Commercial Paper
Certificate, an independent external review from Kestrel, a leading verifier of
green bonds in U.S. public finance.

e. Executed a defeasance of the remaining SFA bonds, reducing debt service by
$13.8 million each year through 2030. These bonds were originally issued to
finance the Cosumnes Power Plant and represent the last outstanding bonds
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associated with SMUD’s gas thermal power plants. The defeasance decarbonized
SMUD’s debt portfolio and provides flexibility to retool or modify the plant.
Additionally, the defeasance enabled SMUD to consolidate SFA assets into
SMUD, significantly reducing future administrative costs.

f. Received two Investment Tax Credits (ITC) payments of $91.7 million for Solano
4 and $1.5 million for Mitsubishi Electric Power Product Inc (“MEPPI”) battery
energy storage system, under provisions of the Inflation Reduction Act.

g. Additional supplemental contributions of $26 million were made to CalPERS as part
of our ongoing efforts to actively monitor and manage our unfunded pension
liability. This obligation is something that rating agencies are increasingly focusing
on in their reviews, and addressing this unfunded liability sooner helps to prevent
rate impacts. These costs would continue to grow into the future since paying only
the required minimum payments may not fully mitigate the compounding nature of
the outstanding liability. SMUD’s most current valuations show the Pension funded
status at 86.7% as of June 30, 2024, and the funded status of Other Post
Employment Benefits (OPEB) at 91% as of June 30, 2024.

h. Amidst a stabilizing yet still challenging insurance market, the property and
casualty insurance programs were successfully renewed at or below budget, with
expanded limits and improved terms. Despite the significant challenges posed by
the devastating wildfires in Southern California at the beginning of the year,
SMUD secured ample capacity in both the property and wildfire insurance
markets. The property program is now fully insured, while wildfire coverage limits
were increased by $25 million and self-insured portions were reduced by 35%.
These outcomes represent a significant advancement in SMUD’s risk

management and financial protection.

i. Leveraged the SMUD Insurance Captive to support the Sustainable Communities
Program efforts to expand the Shine Award Program to community nonprofit
organizations. In this challenging insurance market, small nonprofits often
struggle to afford the insurance required to participate in SMUD’s grant
programs. By using the Captive to offer excess insurance coverage for Shine
Award exposure, SMUD helps remove barriers for these organizations,
strengthening our community, and supporting their valuable work.

3. Additional supporting information:

Details on SMUD specific credit strengths, ratings variables, and potential
challenges to SMUD’s credit are listed below.

Financial Strengths:
Maintaining SMUD’s financial strength is a key component to continually accessing
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credit markets. Below is a list of SMUD specific financial strengths mentioned in
recent rating agency reports:

a.
b.

T T@ oo a0

Strong financial operations management
Strong financial performance with fixed charge ratio averaging around
2.0x during the last 2 years

Robust liquidity

Low operating costs

Competitive rates

Diverse resource portfolio

Favorable debt and liabilities profile
Proactive planning and hedging practices
Timely rate setting record

Strong wildfire mitigation activities

Ratings Variables:
The rating agencies evaluate a number of factors in deriving municipal power
ratings. These include:

a.
b.
C.

d.
e.

f.

Financial ratios and metrics

Rate competitiveness

Cost of production/purchased power (particularly with respect to higher cost
renewables)

Risk management practices

Service area demographics

Regulatory factor

4. Challenges:

Below are comments from recent rating agency reports regarding challenges to
SMUD’s financial strength that could affect SMUD’s ability to access credit
markets:

a.
b.

C.

d.

Wildfire liability and inverse condemnation exposure

More significant capital spending affecting rate competitiveness and

key financial metrics

Substantially weakened competitive position or reduced ability to maintain
liquidity and fixed charge ratios

Prioritizing environmental goals or rate affordability at the expense of
maintaining a strong financial profile

5. Recommendation:

It is recommended that the Board accept the Monitoring Report for SD SD-3 Board
Strategic Direction on Access to Credit Market

GM 26-012
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RESOLUTION NO. 26-02-05

WHEREAS, the California Surplus Land Act (the Act) states that
a “local agency” such as SMUD may only sell “land owned in fee simple ... for
which the local agency’s governing body takes formal action in a regular public
meeting declaring that the land is surplus and is not necessary for the agency’s
use”; and

WHEREAS, the Act provides for a local agency’s governing body
to designate such surplus land as “exempt surplus land,” with designated
exemption classifications including (1) sales of property that are less than 1/2
acre in size and not contiguous to land owned by a state or local agency that is
used for open-space or low- and moderate-income housing purposes and (2)
land transferred to a local, state, or federal agency; and

WHEREAS, SMUD owns 0.10 acres of vacant land in Sacramento
County (APN 265-0173-009-0000) located in the residential area of north Sacramento,
south of Alamos Ave., east of Amaranth Alley that was formerly the site for the
Alamos Substation (Alamos Substation property) and that is less than 1/2 an acre
in size and not contiguous to land owned by a state or local agency that is used for
open-space or low- and moderate-income housing purposes; and

WHEREAS, staff has determined the Alamos Substation property is
not needed for any other SMUD business purpose; and

WHEREAS, SMUD owns 0.27 acres of vacant land in Sacramento
County (APN 061-0051-036-000) located at 7901 Amador Ave., Sacramento (Amador
property) and that is less than 1/2 an acre in size and not contiguous to land owned
by a state or local agency that is used for open-space or low- and moderate-income
housing purposes; and

WHEREAS, staff has determined the Amador property is no longer
needed for any SMUD business purpose and has initiated the disposition process with
the City of Sacramento, which has expressed interest in obtaining the Amador
property; and

WHEREAS, SMUD acquired 0.74 acres of vacant land in EI Dorado

County (APN 012-070-023) located adjacent to Ice House Reservoir (High Point



property) for the sole purpose of building a day use area on-site and transferring the
improved property to the U.S. Forest Service in order to comply with SMUD’s
obligations under the Upper American River Project (UARP) Federal Energy
Regulatory Commission (FERC) License, and in that connection, the U.S. Forest
Service, a federal agency, is interested in acquiring ownership of the High Point
property; and

WHEREAS, staff recommends the Alamos Substation property,
the Amador property, and the High Point property be declared exempt surplus
land; NOW, THEREFORE,

BE IT RESOLVED BY THE BOARD OF DIRECTORS
OF THE SACRAMENTO MUNICIPAL UTILITY DISTRICT:

Section 1.  That this Board finds that the former Alamos
Substation property is not needed for any other SMUD business purpose and
declares it is exempt from the Surplus Land Act because it is less than 1/2 acre
in area and not contiguous to land owned by a state or local agency that is used
for open-space or low- and moderate-income housing purposes.

Section 2. That this Board finds that the former Amador
property is not needed for any other SMUD business purpose and declares that
it is exempt from the Surplus Land Act for each of the two following
independent reasons: itis (a) less than 1/2 acre in area and not contiguous to
land owned by a state or local agency that is used for open-space or low- and
moderate-income housing purposes and (b) intended to be transferred to a local
agency (the City of Sacramento).

Section 3. That this Board finds that the former High Point
property is not needed for any other SMUD business purpose and declares it is

exempt from the Surplus Land Act because it was acquired for the sole purpose



of transferring it to, and it will be transferred to, a federal agency (the U.S. Forest
Service).

Approved: February 19, 2026

INTRODUCED: DIRECTOR SANBORN
SECONDED: DIRECTOR FISHMAN
DIRECTOR AYE NO ABSTAIN ABSENT
TAMAYO X
ROSE X
BUI-THOMPSON X
FISHMAN X
HERBER X
KERTH X
SANBORN X




President Tamayo then called for public comment for items not on
the agenda.

Written public comment, copies of which are attached, was
received from the following members of the public:

e Steve Uhler
e John Weber

President Tamayo then turned to Directors’ Reports.

Director Rose reported on his participation in and attendance at the
MLK 44" Annual March for the Dream, the Sacramento Metropolitan Chamber of
Commerce 1315t Annual Dinner and Business Awards, the Roseville Chamber of
Commerce Installation Dinner, the Cleaner Air Partnership Luncheon, the North
State Building Industry Association (BIA) Installation of Officers, and the Planning
and Conservation League (PCL) Foundation 2026 California Environmental
Assembly. He concluded by reporting on his attendance at the DistribuTECH
Conference.

Director Fishman reported on his speaking engagements with the
Arden Arcade Rotary Club and the Renaissance Society Class where he spoke
on SMUD’s 2030 Zero Carbon Plan. He then reported on his attendance at the
Sacramento County Farm Bureau Annual Dinner, his emcee duties for the
Project R.I.D.E. annual fundraising crab feed, his participation in the MLK March
for the Dream, and his attendance at the Sacramento Area Council of
Governments (SACOG) Blueprint Adoption event. He concluded by reporting on
his attendance, along with President Tamayo, at the EI Dorado County Chamber
of Commerce Annual Awards and Installation Dinner, where SMUD employee
Jason McAlister, Director of Grid Assets Strategic Services, was installed as one
of their officers.

Director Herber reported on her attendance at the Elk Grove
Chamber of Commerce 74t Annual Board Installation Gala, the Sacramento
Kings Celebrating Dr. Martin Luther King Jr. Night, the 25" Anniversary Gala for
My Sister's House, and the California Municipal Utilities Association (CMUA)
Capitol Day. She then reported on her attendance at the Environmental Council

of Sacramento (ECOS) Climate Change Committee meeting with David



Mogavero, her tour of the Northern California Construction Training (NCCT)
Workforce Training Campus, and her meeting with a student who had developed
an app for identifying whether something is recyclable. She concluded by
reporting on her attendance at the DistribuTECH conference.

Vice President Kerth reported on his attendance at the Sacramento
Kings Celebrating Dr. Martin Luther King Jr. Night where he presented an award
to Simeon Gant, founder of Green Tech and his participation in the MLK March
for the Dream. He then reported on his attendance at the Sacramento Business
Journal 2026 Economic Forecast and the North State BIA Installation Dinner. He
concluded by reporting on his attendance at the DistribuTECH conference.

Director Sanborn reported on her speaking engagements for the
Emerging Leaders Energy Summit at the Aerospace Museum and for the
Children’s Receiving Home of Sacramento on Auburn Boulevard. She noted the
latter had recently had a Day of Service, and she thanked Kaiser Permanente,
who had 70 staff volunteers participate in property maintenance activities. She
then reported on her attendance at the My Sister’s House event and the SMUD-
sponsored American River College/Evangelisti Culinary Arts Center Watt's
Cooking event, her participation in the CMUA Capitol Day, her attendance at the
El Dorado County Chamber of Commerce Awards Dinner, the Home &
Landscape Expo and the DistribuTECH conference, her tour of the Community
Outreach Academy at McClellan, and her attendance at the Orangevale
Chamber of Commerce’s Best of Orangevale Awards. She concluded by
reporting on her attendance, along with Director Fishman, at the CivicWell Policy
Bridge.

President Tamayo reported on his attendance at the Emerging
Leaders Energy Summit, the Telugu Association of Greater Sacramento’s
Sankranthi Celebration, where Chief Information Officer Suresh Kotha was a
guest speaker, and the MLK 44t Annual March for the Dream, his meeting with
Manuel Guillot, Executive Director of United Latinos, his attendance at the My
Sister's House 25" Anniversary Gala, his meeting with Angela Laws of the

Xerces Society, and his attendance at Indian Association of Sacramento event.



He then reported on his attendance at the El Dorado County Chamber of
Commerce Installation Dinner, the Rancho Cordova Chamber of Commerce
Business Outlook, his speaking engagement at the Suvidha International
Foundation Atrtificial Intelligence (Al) Agent Development Showcasing Event, his
interview with Radio Bamdad, his tour of the NCCT Workforce Training Campus,
his speaking engagement for the Celebration of the Meadowview Neighborhood
Electrification Project, his attendance at the SMUD Cares Appreciation
Luncheon, and his meetings with the Save Coyote Creek group in preparation for
the March 11 presentation and discussion. He concluded by reporting on his
participation, along with Sacramento Mayor McCarty and Councilmembers
Guerra and Talamantes, in a trip to Morelia, Michoacan, Mexico, for the
Sacramento-Morelia Sister City agreement signing.

Paul Lau, Chief Executive Officer and General Manager, reported
on the following items:

1) Black History Month and Lunar New Year. February at

SMUD includes some great celebrations for Black History Month
and Lunar New Year. First, in honor of Black History Month,
next week our Black Employee Resource Group (BERG) will
host a celebration exploring the impact of the Black church on
culture, community and social change. During the event
commemorating the 100-year anniversary of Black History
Month, local pastors will share just how much the church has
shaped faith, social justice and community building. Earlier this
week, our Groups Reaching Across International Networks
(GRAIN) Employee Resource Group (ERG) teamed up with the
Allies and Diverse Abilities Partnering Together (ADAPT) group
and the Military Employee Resource Group (MERG) to host a
delicious dim sum lunch in honor of the Year of the Fire Horse.
This event was back by popular demand, marking the second
time the ERG has now hosted dim sum to celebrate Lunar New

Year. There was also a special presentation from the MERG on



2)

3)

the Fall of Saigon. Thank you to everyone involved in putting
together these impactful events for our employees.

SMUD Cares Appreciation Luncheon. We held our annual
SMUD Cares Appreciation luncheon honoring 2025’s top
volunteers and donors. Last year, SMUD employees pledged
more than $500,000 of their personal funds to support the
nonprofit organizations they are passionate about! And our
dedicated volunteers put in over 4,000 volunteer hours through
SMUD Cares. Of course, | have always known that SMUD
employees are the best at giving back to our community, but
what impresses me the most is how we come together each
year to keep taking charitable giving to new heights. Thank you
to all our generous donors and volunteers and President
Tamayo for attending and sharing a few words with our
employees. Thank you to our Chief Zero Carbon Officer, Lora
Anguay, for serving as last year's SMUD Cares Executive
Sponsor. And lastly, thank you to our 2026 SMUD Cares
Executive Co-Chairs, Jose Bodipo-Memba and Brandy Bolden.

Emerging Leaders Energy Summit. Our Regional Workforce

Development and Community Education teams hosted the
Emerging Leaders Energy Summit where students across the
region competed for $2,000 scholarships. Students shared how
they are going to make an impact in their communities around
climate change through community service projects focused on
this year’s theme: Fueling the Future — Where Food Meets
Energy. This event wrapped up a journey that started last
September when students spent three days learning about the
links between food, energy and climate change. Thank you to
President Dave Tamayo and Board Member Heidi Sanborn for

being part of the special day.



4) Board Video. In a series of videos intended for social media,
we are giving customers a high-level overview of the many
things we prioritize at SMUD. This short video was created to
showcase how we are prioritizing going electric within our fleet
vehicles and equipment.

President Tamayo noted he had neglected to mention that while in

Morelia, the Casa Morelia group had provided SMUD with a nice plaque
depicting Morelos, one of the Revolution Heroes, in recognition of SMUD’s
friendship with the City of Morelia.

President Tamayo requested the Summary of Board Direction, but

there were no items.

No further business appearing, President Tamayo adjourned the

meeting at 6:58 p.m.

Approved:

President Secretary



Subject:SMUD Board of Directors February 19, 2026 consent calendar
Date: Tue, 17 Feb 2026 14:46:34 -0800
From: Sondra Betancourt <sbetancourt@sachorsemen.org>

To: rob@kerth.us

Members of the Sacramento Municipal Utilities District (SMUD) Board of Directors.

It is our understanding that an item has been added to the February 19, 2026 consent calendar,
wherein staff request the smud board to declare SMUD property known as APN 265-0173-009-
0000 as surplus.

The Bethel Lutheran Church has owned and operated the property located at 1200 Alamos
Avenue since approximately 1960, and which has continuously sponsored Boy Scout Troop 99 at
that location.

The Bethel Lutheran Church property is directly adjacent to the the SMUD owned parcel known
as APN 265-0173-009-0000 which located on Amaranth Alley.

Over the past several years, the SMUD parcel has been subject to numerous code enforcement
concerns, and vandalisms thereby creating an ongoing expense to SMUD. The subject property
has such low value that SMUD is unlikely to recover the costs of selling the property. We
believe that as a benefit to the community, the parcel should be donated to the Bethel Lutheran
Church, which is a time-tested, high value institution for the neighborhood, as well as the greater
North Sacramento community.

Respectfully submitted for your consideration.

Sondra Betancourt, Financial Secretary

Bethel Lutheran Church

(916) 837-3339
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[EXTERNAL] Public comment for the next SMUD board meeting, re: Please provide record of the
board's reply to this petition to comply with the Brown Act meeting laws.

From Steve Uhler <sau@wwmpd.com>
Date Thu 2/5/2026 11:45 PM
To  Public Comment <PublicComment@smud.org>

CAUTION: This email originated from outside of SMUD. Do not click links or open attachments unless
you recognize the sender and know the content is safe.

Please correct the issue of not ensuring pursuant to 54954.3.(a), that
every agenda for regular meetings shall provide an opportunity for
members of the public to directly address the legislative body on any
item of interest to the public, before or during the legislative body's
consideration of the item, that is within the subject matter
jurisdiction of the legislative body.

Pursuant to Rule 1.5 Public Participation (c) Members of the public may
address the Board at a Board meeting on agenda items prior to or during
the Board's consideration of that item, and on items of interest not on
the agenda which are within SMUD's jurisdiction, except that no public
comment will be taken on the form or content of the Board agenda itself
except during the general public comment period.

Rule 1.5 Public Participation (c) appears to recognize members of the
public may address the Board at a Board meeting on agenda items prior to
or during the Board's consideration of that item, yet under Rule 1.2

Order of Business (f) Approval of the Agenda is placed before (k) Public
Comments (non-agenda items).

Correct this issue by placing Public Comments (non-agenda items) before
Approval of the Agenda, or allow public to comment when Approval of the
Agenda is called.

Please provide record of the board's reply to this petition to comply
with the Brown Act meeting laws.

Steve Uhler
sau@wwmpd.com
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[EXTERNAL] Written comments for the board meeting February 19, 2026

From John W <js_weber@hotmail.com>
Date Thu 2/19/2026 2:57 PM
To  Public Comment <PublicComment@smud.org>

\[I]J 1 attachment (8 MB)

Large_Language_Model_Reasoning_Failures_Stanford_Paper.pdf;

Dear Board,

Please read the very timely research, attached, regarding Large language Models. | think you will find it
very interesting. Also, please share with the appropriate staff.

Thank you,
John Weber
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Large Language Model Reasoning Failures

Peiyang Song *f psongQcaltech.edu
California Institute of Technology, Stanford University

Pengrui Han *
Carleton College

barryhan@carleton.edu

Noah Goodman ngoodman @stanford. edu
Stanford University

Reviewed on OpenReview: https://openreview.net/forum?id=vnX1WHMNmz

Abstract

Large Language Models (LLMs) have exhibited remarkable reasoning capabilities, achieving
impressive results across a wide range of tasks. Despite these advances, significant reasoning
failures persist, occurring even in seemingly simple scenarios. To systematically understand
and address these shortcomings, we present the first comprehensive survey dedicated
to reasoning failures in LLMs. We introduce a novel categorization framework that
distinguishes reasoning into embodied and non-embodied types, with the latter further
subdivided into informal (intuitive) and formal (logical) reasoning. In parallel, we classify rea-
soning failures along a complementary axis into three types: fundamental failures intrinsic
to LLM architectures that broadly affect downstream tasks; application-specific limitations
that manifest in particular domains; and robustness issues characterized by inconsistent
performance across minor variations. For each reasoning failure, we provide a clear definition,
analyze existing studies, explore root causes, and present mitigation strategies. By unify-
ing fragmented research efforts, our survey provides a structured perspective on systemic
weaknesses in LLM reasoning, offering valuable insights and guiding future research towards
building stronger, more reliable, and robust reasoning capabilities. We additionally release a
comprehensive collection of research works on LLM reasoning failures, as a GitHub reposi-
tory at https://github.com/Peiyang-Song/Awesome-LLM-Reasoning-Failures, to provide
an easy entry point to this area.

1 Introduction

“Failure is success if we learn from it.” — Malcolm Forbes

With the rise of powerful architectures (Vaswani et al., 2023; Jiang et al., 2024a; Gu & Dao, 2024; Hasani
et al., 2020), efficient algorithms (Hu et al., 2021; Zhao et al., 2024b; Gretsch et al., 2024; 2025; Dao et al.,
2022), and massive data (Cai et al., 2024; Raffel et al., 2020; Gao et al., 2020), Large Language Models
(LLMSs) have recently shown significant success across diverse domains. These range from traditional linguistic
tasks such as machine translation (Zhu et al., 2024b; Tang et al., 2024), to mathematical (Shao et al., 2024;
Yang et al., 2023a; 2024a) and even scientific (Zhang et al., 2024b; Wang et al., 2023b; Brodeur et al., 2024)
discoveries. Among these achievements, reasoning as an emergent capability of LLMs (Wei et al., 2022a) has
attracted particular interest (Huang & Chang, 2023; Yu et al., 2023b; Qiao et al., 2023).

LLMs have set impressive records in reasoning (Wu et al., 2025a; Kiciman et al., 2024; Plaat et al., 2024),
though it remains controversial whether LLMs really leverage a human-like reasoning procedure when

*Equal contribution.
TWork done while Peiyang Song was a visiting researcher at Stanford University.
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attempting these tasks (Jiang et al., 2024b; Fedorenko et al., 2024; Amirizaniani et al., 2024b; Zhang et al.,
2022). This survey does not aim to settle this hot debate; rather we focus on an important area of study in
LLM reasoning that has long been overlooked — LLM reasoning failures.

Extensive psychological research (Cannon & Edmondson, 2005; Maxwell, 2007; Coelho & McClure, 2004)
underscores the importance of identifying and learning from failures in human development!. Given that Al
systems have historically drawn inspiration from human cognition (Schmidgall et al., 2023; Xu & Poo, 2023;
Worzniak et al., 2020), we believe the same principle of learning from failures could similarly benefit the study
of LLMs, since such failures can usually be traced back to fundamental elements and bring valuable insights
to ultimate improvements (Dreyfus, 1992; Karl et al., 2024; An et al., 2024).

Despite some existing works that prospectively realized this importance and investigated LLM reasoning
failures on a case-by-case basis (Williams & Huckle, 2024; Tie et al., 2024; Helwe et al., 2021; Borji, 2023), the
topic remains fragmented, and underexplored as a unified research area. This fragmentation limits broader
understanding, which is however a prerequisite for common patterns to be noticed, and thereby meaningful
lessons to be derived. To close this gap, we present the first comprehensive survey dedicated to unifying
studies on LLM reasoning failures. We identify meaningful patterns across failures, analyze underlying
causes, and discuss potential mitigation strategies. We hope this work not only organizes the field but also
stimulate further research and increased attention, toward improving the robustness and reliability of LLM
reasoning. We additionally make public a comprehensive collection of research works on LLM reasoning
failures, as a GitHub repository at https://github.com/Peiyang-Song/Awesome-LLM-Reasoning-Failures.
This collection will be continuously updated as this area advances.

2 Definition and Formulation

2.1 Fundamentals of Reasoning

Human reasoning broadly refers to the ability to draw conclusions and make decisions based on available
knowledge (Lohman & Lakin, 2011; Ribeiro et al., 2020). Within cognitive science and philosophy, reasoning
has been studied through various frameworks. To systematically survey reasoning failures in LLMs, we
propose a comprehensive taxonomy distinguishing reasoning along two primary axes: embodied versus
non-embodied, with the latter further subdivided into informal and formal reasoning.

Non-embodied reasoning. Non-embodied reasoning comprises cognitive processes not requiring physical
interaction with environments. Within this category, informal reasoning encompasses intuitive judgments
driven by inherent biases and heuristics, common in everyday decision-making and social activities (Piaget,
1952; Vygotsky, 1978; Kail, 1990). By contrast, formal reasoning involves explicit, rule-based manipulation of
symbols, grounded in logic, mathematics, code, etc. (Copi et al., 2016; Mendelson, 2009; Liu et al., 2023b).

Embodied reasoning. Embodied reasoning depends on physical interaction with environments, fun-
damentally relying on spatial intelligence and real-time feedback (Shapiro, 2019; Barsalou, 2008). This
includes predicting and interpreting physical dynamics, and performing goal-directed behaviors constrained
by real-world physical laws (Huang et al., 2022b; Lee-Cultura & Giannakos, 2020).

2.2 LLM Reasoning Failures & Common Research Practice

Despite advances in interpretability research (Dwivedi et al., 2023; Li et al., 2024e), LLMs remain largely
black-box systems (Luo & Specia, 2024), reflecting the inherent complexity of human cognition they emulate
(Castelvecchi, 2016). As such, reasoning abilities are typically assessed behaviorally by examining model
outputs on carefully designed prompts and tasks (Ribeiro et al., 2020). We define LLM reasoning failures
as cases where model responses significantly diverge from expected logical coherence, contextual relevance, or
factual correctness. Failures can manifest in two broad ways. The first type is straightforward poor performance
— the model fails decisively on a task, exposing clear deficiencies. The second, subtler type involves apparently

Mn fact, this theory has been confirmed even more broadly, in non-human animals (Spence, 1936).
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Figure 1: A Taxonomy of LLM Reasoning Failures. We adopt a nuanced 2-axis structure (reasoning
type x failure type), with each row representing a reasoning category and each column a failure category. A
more detailed explanation is presented in Section 2.

adequate performance that is in fact unstable, indicating a robustness issue that reveals hidden vulnerabilities.
The former category — straightforward failure — can be sub-divided into two, based on scope and nature.
Fundamental failures are usually intrinsic to LLM architectures, manifesting broadly and universally across
diverse downstream tasks. In contrast, application-specific limitations reflect shortcomings tied to particular
domains of importance, where models underperform despite human expectations of competence. Together,
these taxonomies — for reasoning and for failures — offer a comprehensive and mutually consistent framework.
Figure 1 uses this framework to visualize a clear organization of topics in this survey.

Current research in this space typically begins with simple, intuitive tests that reveal glaring reasoning
failures. These initial observations motivate larger-scale systematic evaluations, to confirm the generality
and impact of identified failure modes. By explicitly defining and categorizing LLM reasoning failures
according to our framework, this survey unifies fragmented research findings, highlights shared patterns, and
directs focused efforts toward understanding and mitigating critical reasoning weaknesses. To help visualize
the failure cases, we provide a few most representative examples for each of the failure case presented in this
survey. The examples can be found in Appendix E.
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3 Reasoning Informally in Intuitive Applications

Humans naturally develop the capacity for informal reasoning early in life, relying on intuitive judgments
shaped by cognitive processes and social experiences. Though often taken for granted, this forms the
foundation of human reasoning and decision-making. In this section, we focus on failures exhibited by LLMs
in such informal reasoning. We begin by examining reasoning failures in core cognitive abilities reflected in
individual LLM behaviors; then explore those exposed in social contexts, expressed implicitly or explicitly.

3.1 Individual Cognitive Reasoning

Many reasoning failures exhibited by LLMs can be traced back to core human cognitive phenomena (Han
et al., 2024b; Gong et al., 2024; Galatzer-Levy et al., 2024; Suri et al., 2024). These failures arise either
because LLMs lack certain fundamental cognitive abilities possessed by humans — leading to errors that
humans typically avoid (Han et al., 2024b) — or because LLMs replicate human-like cognitive biases and
heuristics, resulting in analogous mistakes (Suri et al., 2024; Lampinen et al., 2024). In both cases, these
failures relate closely to well-documented human cognitive phenomena and psychological evidence.

Fundamental Cognitive Skills. Humans naturally possess a set of fundamental cognitive skills indispens-
able for reasoning. LLMs demonstrate systematic failures due to deficiencies in these areas. A prominent
example is the set of core executive functions — working memory (Baddeley, 2020), inhibitory control
(Diamond, 2013; Williams et al., 1999), and cognitive flexibility (Canas et al., 2006) — essential in human
reasoning (Diamond, 2013). Working memory is the capacity to hold and manipulate information over
short periods. LLMs’ limited working memory leads to failures when task demands exceed their capacity
(Gong et al., 2024; Zhang et al., 2024a; Gong & Zhang, 2024; Upadhayay et al., 2025; Huang et al., 2025a).
In particular, LLMs suffer from “proactive interference” to a much larger extent than humans, where earlier
information significantly disrupts retrieval of newer updates (Wang & Sun, 2025). Inhibitory control —
the ability to suppress impulsive or default responses when contexts demand — is also weak in LLMs, with
them often sticking to previously learned patterns even when contexts shift (Han et al., 2024b; Patel et al.,
2025). Lastly, cognitive flexibility, the skill of adapting to new rules or switching tasks efficiently, remains
a challenge, especially in rapid task switching and adaptation to new instructions (Kennedy & Nowak, 2024).

Another key aspect is abstract reasoning (Guinungco & Roman, 2020), the cognitive ability to recognize
patterns and relationships in intangible concepts. Even advanced LLMs struggle with abstract reasoning tasks,
such as inferring underlying rules from limited examples, understanding implicit conceptual relationships, and
reliably handling symbolic or temporal abstractions (Xu et al., 2023c; Gendron et al., 2023; Galatzer-Levy
et al., 2024; Saxena et al., 2025).

These phenomena are fundamental reasoning failures that stem from intrinsic limitations of LLM architec-
tures and training dynamics, and often manifest as robustness vulnerabilities across a wide range of tasks.
Recent work attributes these failures to the underlying self-attention mechanism’s dispersal of focus under
complex tasks (Gong & Zhang, 2024; Patel et al., 2025), and to the next token prediction training objective,
which prioritizes statistical pattern completion over deliberate reasoning (Han et al., 2024b; Enstrom et al.,
2024). Some also point out that unlike humans — who develop fundamental cognitive functions through
embodied, goal-driven interactions with the physical and social world (Pearce & Miller, 2025; Rodriguez,
2022; Jin et al., 2018) — LLMs learn passively from text alone, lacking grounding and experiential feedback
to support the development. Efforts to enhance these skills correspondingly include advanced prompting
like Chain-of-Thought (CoT) (Wei et al., 2022b), retrieval augmentation (Xu et al., 2023b), fine-tuning
with deliberately injected interference (Li et al., 2022), multimodality (Hao et al., 2025), and architectural
innovations to mimic human attention mechanisms (Wu et al., 2024d).

Cognitive Biases. Cognitive biases — systematic deviations from rational judgment — are well-studied in
human reasoning (Tversky & Kahneman, 1974; 1981). They arise from mental shortcuts, limited cognitive
resources, or contextual influences, often leading to predictable errors. LLMs exhibit similar biases that
systematically affect their reasoning across diverse tasks (Hagendorff, 2023; Bubeck et al., 2023). Since
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these biases are deeply ingrained from training data and model architecture, they permeate a wide range of
downstream applications, necessitating careful identification and mitigation.

In humans, these biases become evident only when information is presented and their responses observed
— similarly, in LLMs, cognitive biases manifest also through the processing of information. Here lie two
interrelated factors: the content of information and the presentation of that information. Regarding
content, LLMs struggle more with abstract or unfamiliar topics — a phenomenon known as the “content
effect” (Lampinen et al., 2024) — and tend to favor information that aligns with prior context or assumptions,
reflecting human-like confirmation bias (O’Leary, 2025b; Shi et al., 2024; Malberg et al., 2024; Wan et al.,
2025b; Zhu et al., 2024¢). Social cognitive biases also influence LLM outputs, including group attribution
bias (Hamilton & Gifford, 1976; Allison & Messick, 1985; Raj et al., 2025) and negativity bias (Rozin &
Royzman, 2001), which prioritize popular content (Echterhoff et al., 2024; Lichtenberg et al., 2024; Jiang
et al., 2025a) and negative inputs (Yu et al., 2024c; Malberg et al., 2024) respectively.

Equally important is how the same content is presented. LLMs are highly sensitive to the order in which
information is given, exhibiting order bias (Koo et al., 2023; Pezeshkpour & Hruschka, 2023; Jayaram et al.,
2024; Guan et al., 2025; Cobbina & Zhou, 2025), and show anchoring bias (Lieder et al., 2018; Rastogi
et al., 2022), where early inputs disproportionately shape their reasoning (Lou & Sun, 2024; O’Leary, 2025a;
Huang et al., 2025¢; Wang et al., 2025b). Framing effects further influence outputs: logically equivalent
but differently phrased prompts can lead to different results (Jones & Steinhardt, 2022; Suri et al., 2024;
Nguyen, 2024; Lior et al., 2025; Robinson & Burden, 2025; Shafiei et al., 2025). Additionally, factors like
narrative perspective (e.g., first-person vs. third-person) (Cohn et al., 2024; Lin et al., 2024b), prompt length
or verbosity (Koo et al., 2023; Saito et al., 2023), and irrelevant or distracting information (Shi et al., 2023)
further derail logical reasoning.

Cognitive biases constitute fundamental reasoning failures rooted in LLM training paradigms and architec-
tures, and they manifest as robustness vulnerabilities across a wide range of downstream applications. The
root, causes of these cognitive biases in LLMs are threefold. First, biases are inherited from the pre-training
data, where the linguistic patterns in human languages reflect cognitive errors (Itzhak et al., 2025). Second,
architectural features of the model — such as the Transformer’s causal masking — introduce predispositions
toward order-based biases independent of data (Wu et al., 2025b; Dufter et al., 2022). Third, alignment
processes like Reinforcement Learning from Human Feedback (RLHF) amplify biases by aligning model
behavior with human raters who are themselves biased (Sumita et al., 2025; Perez et al., 2023).

Mitigation strategies fall into three categories. Data-centric approaches focus on curating training data to
reduce biased content (Sun et al., 2025a; Schmidgall et al., 2024; Han et al., 2024a). In-processing techniques,
such as adversarial training, aim to prevent biased associations during model learning (Yang et al., 2023b;
Cantini et al., 2024). Lastly, post-processing methods leverage prompt engineering or output filtering to steer
model responses after training (Sumita et al., 2025; Lin & Ng, 2023). In this category, indirect methods like
inducing specific model personalities have also shown promise in modulating biases (Shi et al., 2024; He &
Liu, 2025). Nonetheless, even when mitigated in one context, cognitive biases often re-emerge when contexts
shift. The diverse and penetrative nature of cognitive biases makes them difficult to be fully eliminated.

3.2 Implicit Social Reasoning

Certain cognitive reasoning failures manifest only within social contexts. We define tmplicit social reasoning
as an individual model’s capacity to internally infer and reason about (1) others’ mental states (e.g., beliefs,
emotions, intentions) and (2) shared social norms without requiring direct interaction.

Theory of Mind (ToM). ToM is the cognitive ability to attribute mental states — beliefs, intentions,
emotions — to oneself and others, and to understand that others’ mental states may differ from one’s own
(Frith & Frith, 2005). ToM enables humans to interpret behaviors, predict actions, and navigate complex
interpersonal interactions, central in social reasoning. Typically emerging in early childhood with milestones
like passing false belief tasks (understand that others’ beliefs may be incorrect or different) (Wimmer &
Perner, 1983), ToM has been a central focus in human psychology and cognitive science.
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Under this inspiration, recent research evaluates the ToM capacity of LLMs, to gauge their ability to engage in
social reasoning. Early studies focused on classic ToM tasks, such as false-belief (van Duijn et al., 2023; Kim
et al., 2023), perspective-taking (infer what another individual perceives) (Sap et al., 2022), and unexpected
content tasks (predicting what others would believe is inside a mislabeled unopened container) (Pi et al.,
2024). Surprisingly, even advanced models such as GPT-4 struggle with these tasks trivial for human children.
Moreover, minor modifications in task phrasing lead to drastic drops in performance, showing LLM ToM
reasoning is unstable (Ullman, 2023; Kosinski, 2023; Pi et al., 2024; Shapira et al., 2023).

While there has been clear progress from early models like GPT-3 — which largely failed at ToM tasks —
to newer models such as GPT-40 and reasoning models like ol-mini, which can solve many standard ToM
tests, their underlying reasoning remains brittle under simple perturbations (Gu et al., 2024; Zhou et al.,
2023d). Also, LLMs still struggle with higher-order, more complex aspects of ToM, such as predicting others’
behaviors, making appropriate moral or social judgments, and translating this understanding into coherent
actions (He et al., 2023; Gu et al., 2024; Marchetti et al., 2025; Amirizaniani et al., 2024a; Strachan et al.,
2024). Particularly, on dynamic, conversational benchmarks (Xiao et al., 2025; Kim et al., 2023), even
state-of-the-art models fail to demonstrate consistent ToM capabilities and perform significantly worse than
humans. Furthermore, current models exhibit deficits in emotional reasoning. This includes difficulties
in emotional intelligence (EI) (Sabour et al., 2024; Hu et al., 2025; Amirizaniani et al., 2024b; Vzorinab
et al., 2024), susceptibility to affective bias (Chochlakis et al., 2024), and limited understanding of cultural
variations in emotional expression and interpretation (Havaldar et al., 2023).

While prompting techniques like CoT offer some improvements (Gandhi et al., 2024), fundamental gaps remain
due to deeper limitations from the LLM architecture, training paradigms, and a lack of embodied cognition
(Strachan et al., 2024; Sclar et al., 2023). Failures in this domain constitute important application-specific
limitations, and because ToM underlies many socially grounded tasks, such failures often result in significant
robustness vulnerabilities. Given ToM’s centrality to social reasoning, future work should move beyond
prompting, to probe deeper root causes and general mitigation.

Social Norms and Moral Values. LLMs also struggle with reasoning about social norms, moral values,
and ethical principles that govern human behavior. Unlike humans, who develop moral and ethical reasoning
through experience, LLMs, trained purely on text, often exhibit inconsistent and unreliable social, moral,
and ethical reasoning (Ji et al., 2024; Jain et al., 2024b).

One key limitation is that LLMs cannot reason and apply moral values (Ji et al., 2024) and social norms
(Jain et al., 2024b) consistently. They often produce contradictory ethical judgments or varied moral reasoning
performance when questions are slightly reworded (Bonagiri et al., 2024), generalized (Tanmay et al., 2023), or
presented in a different language (Agarwal et al., 2024). Fine-tuning further exacerbates these inconsistencies,
leading to sometimes prioritizing task-specific optimization over ethical coherence (Yu et al., 2024a).

Beyond inconsistencies, LLMs show notable disparities compared to humans in reasoning with social
norms and moral values. These models fail significantly in understanding real-world social norms (Rezaei
et al., 2025), aligning with human moral judgments (Garcia et al., 2024; Takemoto, 2024), and adapting to
cultural differences (Jiang et al., 2025b). Without consistent and reliable moral reasoning, LLMs are not fully
ready for real-world decision-making involving ethical considerations.

These inconsistencies and disparities constitute important application-specific limitations for safety, privacy,
sensitivity, and morality-related tasks, and such failures often create severe robustness vulnerabilities,
including susceptibility to jailbreaks and other forms of manipulation. Many argue that these failures
stem from a fundamental absence of robust, internalized representations of ethical principles, normative
frameworks, and moral intentionality (Chakraborty et al., 2025; Wang et al., 2025a; Pock et al., 2023; Almeida
et al., 2024). Although training procedures such as RLHF and instruction fine-tuning introduce alignment
signals, they often operate superficially and fail to produce coherent moral behavior in complex contexts
(Dahlgren Lindstrom et al., 2025; Wang et al., 2025a; Barnhart et al., 2025; Han et al., 2025). Current efforts
to address these limitations mainly include prompt-based interventions (Chakraborty et al., 2025; Ma et al.,
2023), internal activation steering (Tlaie, 2024; Turner et al., 2023), and direct fine-tuning on curated moral
reasoning benchmarks (Senthilkumar et al., 2024; Karpov et al., 2024). However, in practice, these methods
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often suffer from the same limitations as RLHF, offering surface-level and task-specific improvements that
remain vulnerable against prompt manipulations and jailbreaks.

3.3 Explicit Social Reasoning

In reasoning, “society” can refer to not just an abstract concept but real-world settings involving interactions
among multiple agents. In Multi-Agent Systems (MAS), explicit social reasoning is the capacity of AT
systems to collaboratively plan and solve complex tasks, an area challenging for current LLMs.

Currently, key challenges include (1) long-horizon planning, (2) communications and ToM, and (3)
robustness and adaptability. Long-horizon planning is the ability to maintain coherent and coordinated
strategies over extended interactions, where LLMs frequently fail (Li et al., 2023a; Cross et al., 2024; Guo
et al., 2024c; Han et al., 2024¢; Zhou et al., 2025) as they rely excessively on local or recent information
(Piatti et al., 2024; Zhang et al., 2023; Han et al., 2024c). Furthermore, individual agents’ social reasoning
failures (discussed in Section 3.2, e.g., inefficient communication and ToM) (Guo et al., 2024c; Agashe et al.,
2024; Zhou et al., 2025), lead to misinterpretations and inaccurate representations of other agents, causing
strategic misalignment (Pan et al., 2025; Li et al., 2023a; Cross et al., 2024; Han et al., 2024c). Lastly, MAS
face robustness and adaptability issues (Li et al., 2023a; Cross et al., 2024), lacking resilience to disruptive or
malicious disturbances (Huang et al., 2024) and struggling with task verification and termination (Pan et al.,
2025; Baker et al., 2025).

These failures stem from both individual LLM capabilities and MAS system design (Pan et al., 2025),
representing key application-specific failures, and they frequently manifest as robustness vulnerabilities in
multi-agent settings. Standard LLMs, optimized for next-token prediction, lack the explicit reasoning depth
needed for multi-step, jointly conditioned objectives, and their fragile ToM representations cause coordination
breakdowns. Individual limitations in cognitive skills, such as working memory, and cognitive biases, such as
the anchoring effect, can also lead to MAS failures like difficulties with long-horizon planning. On the system
level, many MAS often lack effective robustness layers — clear role specifications, cross-verification among
agents, and reliable termination checks — allowing errors to cascade (Huang et al., 2024; Pan et al., 2025).

Mitigation research thus targets (i) richer internal models like belief tracking and hypothesis testing (Li et al.,
2023a; Cross et al., 2024), (ii) structured communication protocols with mandatory verification phases (Pan
et al., 2025), and (iii) dedicated inspector or challenger agents that monitor and contest questionable outputs
(Huang et al., 2024; Baker et al., 2025). While these approaches reduce errors, none eliminate them and all
require significant task-specific engineering that is difficult to generalize. In parallel, the recent rise of context
engineering (Mei et al., 2025) — which focuses on a systematic optimization of the entire information payload
fed to an LLM during inference — is increasingly seen as a more robust alternative to traditional prompt
engineering in MAS. Real-world deployment will hence require an integrated stack combining all three strands
with domain fine-tuning and formal safety guarantees (Lindemann & Dimarogonas, 2025; de Witt, 2025).

4 Reasoning Formally in Logic

When reasoning goes beyond intuition, a formal framework is needed to ensure rigor. As introduced in
Section 2, logic is directly about doing “correct” reasoning, ensuring premises support conclusions
(Jaakko & Sandu, 2002). LLM failures in logical reasoning (Liu et al., 2025) thus pose serious risks, potentially
leading to flawed thought processes and harmful decisions. Logic spans a continuum from implicit structures
in natural languages (Iwariska, 1993), to explicit symbolic (Lewis et al., 1959) and mathematical (Shoenfield,
2018) representations. This section follows that progression, examining failures in increasingly formal reasoning
paradigms.

4.1 Logic in Natural Languages

Reversal Curse. While natural languages are not fully logical structures (Fedorenko et al., 2024), they
do hold simple logical relations (Sampson, 1979; Stich, 1975) that humans trivially grasp. A representative
failure of LLMs is reversal curse: despite being trained on “A is B,” models often fail to infer the equivalent
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“Bis A” — a trivial bidirectional equivalence for humans. Such failures occur even when a factual sentence
from training data is just restated as a question during inference. First observed by Berglund et al. (2023) as
a fundamental failure that occur widely across tasks on GPT-based (Radford & Narasimhan, 2018) models,
this phenomenon is later shown in Wu et al. (2024a) not to affect BERT (Devlin et al., 2019).

This failure has been attributed to uni-directional training objectives of Transformer-based LLMs (Lv et al.,
2024; Lin et al., 2024c), which induce structural asymmetry in model weights (Zhu et al., 2024a) and inability
to predict antecedent words within training data (Guo et al., 2024b; Youssef et al., 2024). Golovneva
et al. (2024) further argues that scaling alone cannot resolve the issue due to Zipf’s law (Newman, 2005).
Mitigation efforts accordingly center on reducing directional bias through training data augmentation. Early
approaches syntactically reverse facts (Lu et al., 2024; Ma et al., 2024b), while later methods introduce
substring-preserving reversals (Golovneva et al., 2024) and permuting semantic units in training data (Guo
et al., 2024b). Despite differing in complexity, all methods share a common goal: exposing models to
bidirectional formulations to restore logical symmetry.

Compositional Reasoning. Compositional reasoning requires combining multiple pieces of knowledge or
arguments into a coherent inference. Fundamental failures arise when LLMs are capable of each component
but fail in integrating them. Studies show systematic failures in basic two-hop reasoning — combining only
two facts across documents — and even worsening performance with increased compositional depth and the
addition of distractors (Zhao & Zhang, 2024; Xu et al., 2024b; Guo et al., 2025a). This fundamental weakness
extends beyond basic tasks, to compositions of math problems (Zhao et al., 2024¢; Hosseini et al., 2024;
Sun et al., 2025b) (i.e., LLMs succeed in individual problems but fail in composed ones), multi-fact claim
verification (Dougrez-Lewis et al., 2024), and other inherently compositional tasks (Dziri et al., 2023).

This failure is attributed to an inability of holistic planning and in-depth thinking. CoT prompting
improves on this by making reasoning steps explicit at inference time. Still, latent compositionality is more
efficient in practice yet harder to achieve (Yang et al., 2024c). Toward this, Li et al. (2024f) identifies faulty
implicit reasoning in mid-layer multi-head self-attention (MHSA) modules and edit them, while Zhou et al.
(2024a) enhances training with graph-structured reasoning path data, similar to distilling CoT reasoning
process into training data (Yu et al., 2024b). Both converge in spirit to improving latent compositional
reasoning by explicitly guiding models’ internal reasoning mechanisms.

Specific Logical Relations. Both reversal curse and compositional reasoning reflect fundamental failures
affecting a broad range of reasoning tasks, exposed across general corpora or arbitrary logical statements. In
contrast, another line of work focuses on specific logical relations, uncovering targeted LLM reasoning
failures, which requires purpose-built datasets for quantitative analysis at scale. Using this approach,
studies reveal LLM weaknesses in specific types of logic such as converse binary relations (Qi et al., 2023),
syllogistic reasoning (Ando et al., 2023), causal inference (Joshi et al., 2024), and even shallow yes/no
questions (Clark et al., 2019). Those weaknesses appear as both fundamental inabilities in reasoning with
certain logic, and limitations in specific corresponding downstream applications: more complexities are
added by testing divergences between factual inference and logical entailment (Chan et al., 2024), or putting
causal reasoning in contexts (Zhao et al., 2024d). To scale up, some synthetically generate natural language
data from symbolic templates (Wan et al., 2024; Wang et al., 2024; Gui et al., 2024). Alternatively, Chen et al.
(2024d) seed known failures and leverage LLMs to synthetically expand the dataset. While root causes are
harder to isolate for those specific logic, the curated datasets offer a natural mitigation by direct fine-tuning.

4.2 Logic in Benchmarks

While Section 4.1 studies LLM reasoning failures directly within natural language logic, another growing body
of work leverages logical structures implicit in benchmarks to systematically uncover robustness
issues in LLM reasoning. Motivated by rising concerns about the reliability of static benchmarks (Zhou
et al., 2023c; Zheng et al., 2024b; Xu et al., 2024a; Patel et al., 2021), these studies introduce logic-preserving
transformations based on particular task structures, such as reordering options in multiple-choice questions
(MCQs) (Zheng et al., 2023; Pezeshkpour & Hruschka, 2023; Alzahrani et al., 2024; Gupta et al., 2024; Ni
et al., 2024), rearranging parallel premises and events (Chen et al., 2024¢; Yamin et al., 2024), or superficially
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editing unimportant contexts (e.g., character names) (Jiang et al., 2024b; Mirzadeh et al., 2024; Shi et al.,
2023; Wang & Zhao, 2024). Such modifications keep the tasks semantically the same. Performance drops
thus point to reduced trustworthiness and reveal critical robustness issues: despite strong static benchmark
scores, the model’s reasoning must remain consistent on the reasoning tasks being tested.

Math Word Problem (MWP) Benchmarks. Certain benchmarks inherently possess richer logical
structures that facilitate targeted perturbations. MWPs exemplify this, as their logic can be readily abstracted
into reusable templates. Researchers use this property to generate variants by sampling numeric values
(Gulati et al., 2024; Qian et al., 2024; Li et al., 2024b) or substituting irrelevant entities (Shi et al., 2023;
Mirzadeh et al., 2024). Structural transformations — such as exchanging known and unknown components
(Deb et al., 2024; Guo et al., 2024a) or applying small alterations that change the logic needed to solve
problems (Huang et al., 2025b) — further highlight deeper robustness limitations.

Coding Benchmarks. Another example is coding benchmarks, which ask to generate code snippets
based on function definitions, doc strings specifying coding tasks, and optional starter code. Common
transformations include syntactically editing doc strings (Xia et al., 2024; Wang et al., 2022; Sarker et al.,
2024; Roh et al., 2025), renaming functions and variables (Wang et al., 2022; Hooda et al., 2024), and altering
control-flow logic such as swapping if-else cases (Hooda et al., 2024). Beyond preserving the task logic, some
studies introduce adversarial code changes to test whether LLMs identify and adapt to them (Miceli-Barone
et al., 2023; Dinh et al., 2023), thereby evaluating deeper reliability. Beyond perturbations, a rising approach
utilizes meta-theorems such as the Monadic Second-Order logic from CS theory to synthesize algorithmic
coding problems at scale (Beniamini et al., 2025), posing a significant challenge even for state-of-the-art large
reasoning models (LRMs) (Xu et al., 2025a).

Mitigation & Extensions. These failures are attributed to a lack of robustness or overfitting to
public datasets. Robustness-related issues are commonly mitigated by applying perturbations to diversify
training data (Patel et al., 2021), thus enhancing resilience to variations. Though effective, these approaches
are expensive in compute and limited in domain, making them hard to generalize. Overfitting concerns
are addressed through dynamically evolving (Jain et al., 2024a; White et al., 2024) or privately maintained
datasets (Rajore et al., 2024). They ensure rigorous evaluation, a necessary first step for steering LLM
improvement toward better reasoning in the benchmark subjects.

Beyond individual benchmarks, Hong et al. (2024) automates a set of transformations across math and coding
benchmarks, and Wu et al. (2024e) alters common assumptions of well-known tasks. Shojaee et al. (2025)
further moves beyond standard math and coding benchmarks — which assess models solely by final-answer
accuracy — by evaluating them on logic puzzles like the Tower of Hanoi, where both reasoning steps and
solutions can be systematically assessed. The study finds that even state-of-the-art LRMs suffer an “accuracy
collapse” as puzzle complexity increases, though Lawsen (2025) criticizes aspects of the experimental design,
suggesting these may unfairly impact reported accuracy.

4.3 Arithmetic & Mathematics

Mathematics, historically a universal framework for rigorous reasoning (Shoenfield, 2018), has exposed
fundamental limits in LLM reasoning, particularly in arithmetic-related tasks.

Counting. Despite its simplicity, counting poses a notable fundamental challenge for LLMs (Xu & Ma,
2024; Chang & Bisk, 2024; Zhang & He, 2024; Fu et al., 2024; Conde et al., 2025; Yehudai et al., 2024), even
the reasoning ones (Malek et al., 2025), which extend to basic character-level operations like reordering or
replacement (Shin & Kaneko, 2024) and affect a wide range of downstream reasoning applications (Vo et al.,
2025; Guo et al., 2025b; Parcalabescu et al., 2021). Although the failures manifest at the application level,
much work suggest that they originate primarily from architectural and representational limits, including
tokenization (Zhang et al., 2024f; Shin & Kaneko, 2024), positional encoding (Chang & Bisk, 2024), and
training data composition (Allen-Zhu & Li, 2024), rather than from superficial prompting or task framing
on the application-level. Mitigation via supervised fine-tuning (Zhang & He, 2024) and engaged reasoning
(Xu & Ma, 2024) have been proposed, yet robust counting remains elusive for current models. Since the
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limitations largely arise from current LLM architectures, future work should consider deeper mitigation
through architectural innovations.

Basic Arithmetic. Another fundamental failure is that LLMs quickly fail in arithmetic as operands
increase (Yuan et al., 2023; Testolin, 2024), especially in multiplication. Research shows models rely on
superficial pattern-matching rather than arithmetic algorithms, thus struggling notably in middle-digits
(Deng et al., 2024). Surprisingly, LLMs fail at simpler tasks (determining the last digit) but succeed in harder
ones (first digit identification) (Gambardella et al., 2024). Those fundamental inconsistencies lead to failures
for practical tasks like temporal reasoning (Su et al., 2024).

These issues stem from heuristic-driven reasoning strategies (Nikankin et al., 2024) and limited numerical
precision (Feng et al., 2024a). Proposed solutions include detailed step-by-step training datasets (Yang et al.,
2023c), digit-order reversals to focus attention on least significant digits — mirroring human multiplication
strategies (Zhang-Li et al., 2024; Shen et al., 2024), LLM self-improvement methods (Lee et al., 2025),
and neuro-symbolic augmentations that enable internal arithmetic reasoning (Dugan et al., 2024). Despite
these advances, fundamental research on intrinsic arithmetic capabilities is increasingly overshadowed by the
prevalent reliance on external tool use.

Math Word Problems & Beyond. Beyond counting and basic arithmetic — two fundamental failures that
propagate into many downstream reasoning applications — Math Word Problems (MWPs) represent a more
specific yet highly consequential application domain. Math Word Problems (MWPs) combine arithmetic with
contextual logical reasoning, making them a prominent application for assessing LLM capabilities. Beyond
using transformations to expose reasoning flaws (Section 4.2), research identifies challenges ranging from
specific simple tasks (Nezhurina et al., 2024) to large-scale evaluations on a domain of math (Wei et al.,
2023b; Boye & Moell, 2025; Fan et al., 2024; Sun et al., 2025b). Additionally, LLMs exhibit susceptibility
when faced with unsolvable or faulty MWPs (Ma et al., 2024a; Rahman et al., 2024; Tian et al., 2024). LLMs
struggle even in assessing reasoning process on MWPs (Zhang et al., 2024g), an arguably easier task than
generation. Given these persistent challenges, current efforts in MWPs prioritize developing general methods
to improve overall reasoning performance rather than investigating and addressing individual failures.

5 Reasoning in Embodied Environments

Reasoning is not merely an abstract process; it is deeply grounded in reality (Shapiro & Spaulding,
2024), requiring the ability to perceive, interpret, predict, and act within the physical world, with accurate
understanding of spatial relationships, object dynamics, and physical laws (Lee-Cultura & Giannakos, 2020).
While humans (Varela et al., 2017) — and even many animals (Andrews & Mons6, 2021) — develop such
embodied reasoning naturally through sensory and motor experiences, LLMs remain fundamentally limited by
their lack of true physical grounding in the physical world. This gap leads to systematic errors and unrealistic
predictions when LLMs attempt even basic physical reasoning (Wang et al., 2023¢; Ghaffari & Krishnaswamy,
2024b). Despite growing interest in spatial intelligence, research into LLMs’ physical reasoning failures is still
sparse. In this section, we survey failures across three progressively complex embodied reasoning modalities:
(1) 1D text-based, (2) 2D perception-based, and (3) 3D real-world physical reasoning.

5.1 1D - Text-Based Physical Reasoning Failures

Text-Based Physical Commonsense Reasoning. Physical commonsense reasoning refers to the intuitive
understanding of how objects interact in the physical world. Failures of LLMs include lack of knowledge
about object attributes (e.g., size, weight, softness) (Wang et al., 2023c; Liu et al., 2022b; Shu et al., 2023,
Kondo et al., 2023), spatial relationships (e.g., above, inside, next to) (Liu et al., 2022b; Shu et al., 2023;
Kondo et al., 2023), simple physical laws (e.g., gravity, motion, and force) (Gregorcic & Pendrill, 2023), and
object affordance (possible actions/reactions an object can make) (Aroca-Ouellette et al., 2021; Adak et al.,
2024; Pensa et al., 2024). Humans acquire this kind of reasoning effortlessly through embodied experience,
whereas LLMs struggle in it, as they rely solely on textual data without direct perceptual or embodied
experience. Even in purely text-based settings, when tasks require more than semantic comprehension,
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demanding real-world understanding, LLMs exhibit systematic failures. These failures are fundamental to
current LLMs. While their architectures and training paradigms support impressive language-based learning,
they lack the physical grounding.

Physics & Scientific Reasoning. Beyond basic physical commonsense, LLMs struggle with formal physics
reasoning and scientific problem-solving, which require not just factual recall and intuition but multi-step
logical deduction, quantitative reasoning, and correct use of physical laws — areas where even state-of-the-art
models like ol (Jaech et al., 2024) and 03-mini (OpenAl, 2025) have notable deficits (Zhang et al., 2025a;
Xu et al., 2025b; Gupta, 2023; Chung et al., 2025; Zhang et al., 2025b; Qiu et al., 2025). Notably, even
when LLMs possess these scientific skills, they often fail to apply them effectively in complex problems and
real-world scientific discovery (Jaiswal et al., 2024; Ouyang et al., 2023; Chen et al., 2025). These failures
result in strong limitations in LLMs’ application in scientific domains.

Text-Based Mitigation. These failures largely reflect limitations inherent to the text modality, since
semantic and linguistic understanding alone cannot guarantee grounded physical insight (Wang et al., 2023c;
Zhang et al., 2025b). Text-based mitigation strategies focus on three fronts: training, prompting, and
integration with external tools. First, LLMs are fine-tuned on corpora that explicitly encode structured
physical knowledge — such as object attributes, spatial relationships, or physical laws — to better align model
priors with real-world dynamics (Lyu et al., 2024; Wang et al., 2023¢c). Second, prompting methods like CoT
encourage models to reason explicitly, reducing reliance on shallow text-based pattern-matching and enabling
discovery of more nuanced causal and spatial relationships (Wei et al., 2022b; Ding et al., 2023). Third, LLMs
are increasingly paired with external tools — such as code executors or physics engines — that allow models to
verify, simulate, or compute outcomes directly and tangibly (Ma et al., 2024¢; Cherian et al., 2024).

5.2 2D - Perception-Based Physical Reasoning Failures

What’s Wrong with the Picture? The classic “What’s Wrong with the Picture?” visual reasoning game
challenges participants to spot anomalies in static images. Applied to vision-language models (VLMs), similar
tasks reveal surprising failures in simple tasks such as anomaly detection (Bitton-Guetta et al., 2023; Zhou
et al., 2023b), object counting and overlap identification (Rahmanzadehgervi et al., 2024), and spatial relation
understanding from the image content (Liu et al., 2023a; Zhao et al., 2024a). These failures constitute key
perception-related limitations and robustness vulnerabilities.

2D Physics and Physical Commonsense. Extending beyond detecting simple anomalies or object
properties in static images, VLMs face deeper challenges reasoning about the physics in visual contexts.
Despite the addition of visual inputs, VLMs still struggle with physical commonsense (Li et al., 2024d;
Ghaffari & Krishnaswamy, 2024a; Schulze Buschoff et al., 2025; Dagan et al., 2023; Balazadeh et al., 2024b;
Chow et al., 2025; Bear et al., 2021; Xu et al., 2025c) and advanced physics (Ates et al., 2020; Anand et al.,
2024; Shen et al., 2025), exhibiting performance gaps similar to those seen in text-only settings discussed in
Section 5.1. Similar to the 1D setting, these weaknesses reflect fundamental failures of current models and
lead to significant limitations in applying them to scientific and perception-based domains.

Visual Input for Spatial Reasoning. Real-world spatial reasoning requires understanding evolving
spatial relationships rather than isolated snapshots. Recent works use 2D simulated environments to test
models’ grasp of motion and object interactions (e.g., predicting post-impact trajectories) (Cherian
et al., 2024), spatial prediction and manipulation (e.g., object placement for stability) (Ghaffari &
Krishnaswamy, 2024b), spatial communication and alignment (e.g., conveying location information)
(Kar et al., 2025), and embodied planning in multi-step tasks (Chia et al., 2024; Paglieri et al., 2024; Xu
et al., 2025¢). While VLMs exhibit some basic spatial knowledge, they consistently fail to compose and apply
it in dynamic, interactive tasks, revealing a gap in structured spatial reasoning. This failure is an indication
of limitations on 2D relevant applications.

Perception-Based Mitigation. These errors arise from three key sources. First, models often over-rely
on text or common scenarios from their training data, rather than accurately interpreting visual inputs (Deng
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et al., 2025a; Bitton-Guetta et al., 2023; Zhou et al., 2023b). Second, some failures may be explained by the
binding problem from cognitive science, where the brain — or a model — struggles to process multiple distinct
objects simultaneously due to limited shared resources (Campbell et al., 2025). Third, just as language alone
does not guarantee grounded physical understanding, visual inputs alone may also lack sufficient spatial
semantics; plain image recognition does not automatically confer an understanding of spatial object dynamics
and causality (Chen et al., 2024a; Qi et al., 2025). To mitigate, recent work focuses on curating balanced,
augmented datasets to reduce bias toward text inputs, or directly using 2D physics data to improve physical
understanding (Deng et al., 2025a; Balazadeh et al., 2024a). Another strategy targets training and model
architecture (Cheng et al., 2024), by introducing spatially grounded, sequential attention mechanisms (Izadi
et al., 2025) and leveraging reinforcement learning to align models with spatial commonsense (Sarch et al.,
2025). Finally, beyond end-to-end learning, integration with external physical simulation tools has also
emerged, to enable explicit trial-and-error (Liu et al., 2022a; Cherian et al., 2024; Zhu et al., 2025).

5.3 3D - Real-World Physical Reasoning Failures

Real embodied reasoning requires agents to actively interact with their environment, through robotics or
interactive simulations that go beyond static images or simple 2D snapshots. Such agents must process
real-time goals and feedback, and execute physical actions. Unlike 1D (text-only) and 2D (image-based) tasks,
3D embodied reasoning centers on action rather than passive analysis. Despite advances in robotics and
embodied AI, LLMs and VLMs face persistent challenges including inaccurate spatial modeling, unrealistic
affordance prediction, tool-use failures, and unsafe behaviors. This subsection highlights these key failure
cases from both simulated and real-world studies.

Real-World Failures in Affordance and Planning. A key failure is models’ inability to generate
feasible and coherent action plans. LLMs and VLMs often produce physically impossible or inefficient actions
due to affordance errors (incorrect reasoning about possible object actions) (Ahn et al., 2022; Li et al.,
2025; Hu et al., 2024; Huang et al., 2022a; Jin et al., 2024) and causal real-world reasoning limitations that
cause illogical or looping behaviors (Jin et al., 2024; Hu et al., 2024). These fundamental shortcomings in
modeling real-world affordances and planning significantly constrain the deployment of LLMs in embodied
and real-world applications, motivating emerging research on world models and robotics systems that can
more effectively perceive, plan, and interact with the physical environment.

Spatial and Tool-Use Reasoning. Even when LLMs successfully decompose tasks and generate seemingly
valid plans, failures arise due to poor spatial reasoning (Dao & Vu, 2025; Mecattaf et al., 2024) and the
inability to generalize tool-use strategies (Xu et al., 2023a). Concretely, LLMs often struggle with 3D
distance estimation (Mecattaf et al., 2024; Chen et al., 2024a), object localization (Mecattaf et al., 2024), and
multi-step manipulation (Guran et al., 2024), leading to systematic failures in both spatial awareness and
interaction with physical environments. These failures limit the adaptability of LLMs in many real-world
settings where they must quickly understand, adapt to, and utilize the environment.

Safety and Long-Term Autonomy. Safety and reliability of LLM-driven embodied agents are ongoing
concerns. LLM-generated robotic task plans are highly sensitive to prompt phrasing (Liang et al., 2023)
and vulnerable to adversarial manipulation (Zhang et al., 2024c). Moreover, these systems fail to align
with human ethical requirements and are easily jailbroken to perform harmful actions, such as recording
private information (Rezaei et al., 2025; Zhang et al., 2024c). These findings on limitations and robustness
concerns underscore the urgent need for robust, self-correcting, and safety-aware embodied Al systems before
real-world deployment.

Embodied Mitigation. A critical factor underlying these failures is the auto-regressive nature of LLMs.
Naive LLMs and VLMs generate plans step by step, lacking mechanisms to detect and correct earlier mistakes
or execution errors (Liang et al., 2023; Huang et al., 2022b; Duan et al., 2024). Incorporating feedback
mechanisms or explicit error-handling strategies significantly reduces these errors (Liang et al., 2023; Wang
et al., 2023a). Another major factor is the absence of a robust internal world model (Dao & Vu, 2025; Wu
et al., 2025a), which often forces LLMs to rely on external aids — such as explicit spatial prompts — to
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compensate for their limited spatial and real-world reasoning. To advance embodied intelligence, future
research should focus on strengthening LLMSs’ internal representations of space, including spatial memory,
real-world causal dynamics, and quantitative spatial understanding.

6 Discussions & Conclusion

Along the Failure Axis. While our main taxonomy organizes failures by reasoning type, examining them
along the complementary failure axis reveals cross-cutting patterns. Fundamental failures — stemming from
intrinsic architectural or training constraints — manifest across all reasoning types. For example, the reversal
curse (Section 4.1), cognitive biases such as confirmation bias (Section 3.1), and working memory limitations
that cause proactive interference (Section 3.1) appear in informal reasoning, formal logic, and embodied
settings alike. Root cause analyses in those categories are particularly rich, suggesting meaningful methods not
only for mitigating the specific failures, but for generally improving the architecture and our understanding
of it. Application-specific limitations cluster in certain domains: Theory of Mind instability in implicit
social reasoning (Section 3.2), inability to generalize to novel Math Word Problem structures in formal
reasoning (Section 4.2), or systematic affordance prediction errors in 3D embodied reasoning (Section 5.3).
These typically require domain-specific mitigation strategies, such as integrating physics simulators for
embodied tasks or symbolic augmentation for mathematics. Tracing the failure cases back to fundamental
elements in data or architecture has, on the other hand, attracted less attention from existing literature.
Robustness issues cut across domains but are particularly well-studied in benchmark-based evaluations
(Section 4.2) and social reasoning (Section 3.2, where minor, semantically-preserving perturbations — such as
reordering options in multiple-choice questions, renaming variables in code, or paraphrasing moral dilemmas —
can lead to large and inconsistent shifts in model outputs). Approaches to detect robustness issues largely
revolve around applying such perturbations at scale, often automatically, to stress-test model stability. This
perturbation-based paradigm has proven transferable across domains, from coding benchmarks to ToM
evaluations, suggesting its utility as a unified detection methodology.

Suggestions for Future Directions. Our survey highlights several gaps and opportunities. First,
root cause analyses remain incomplete for some failures, including compositional reasoning breakdowns
(Section 4.1), higher-order ToM failures (Section 3.2), physical commonsense gaps in 2D and 3D environments
(Sections 5.2, 5.3), and brittle multi-agent planning (Section 3.3). Bridging these requires connecting behavioral
errors to specific internal mechanisms, e.g., faulty attention head coordination or insufficient intermediate
representation alignment. Second, the field would benefit from unified, persistent failure benchmarks
that span all failure types, akin to the very recent effort Malek et al. (2025), updated regularly to test the latest
general-purpose and reasoning-specialized models. Such benchmarks should preserve historically challenging
cases while incorporating newly discovered ones, enabling longitudinal tracking of failure persistence. Third,
failure-injection principles could be applied not only to dedicated robustness benchmarks but also to
general reasoning benchmarks — by adding adversarial sections, multi-level task difficulty, or cross-domain
compositions designed to trigger known weaknesses. Fourth, dynamic and event-driven benchmarks
could combat overfitting and encourage continual improvement. Promising strategies include (i) (partially)
private benchmarks (Phan et al., 2025; Rajore et al., 2024; Zhang et al., 2024d), (ii) dynamically evolving
suites (Jain et al., 2024a; White et al., 2024; Zheng et al., 2025), and (iii) adapting regularly occurring events
into benchmarks, such as annual competitions (e.g., AIMO ? for mathematical reasoning), which naturally
provide fresh, unseen evaluation items. In combination, these approaches would make reasoning evaluation
both more comprehensive and more resistant to short-term overfitting.

A Broad Picture. Admittedly, existing literature, and therefore this survey, may over-represent certain
reasoning or failure types, leaving some areas less explored. In particular, multi-turn and interactive contexts
remain closer to real-world deployment conditions but are underrepresented in current literature; persistent
coordination breakdowns in multi-agent simulations (Section 3.3) illustrate the complexity and significance of
these scenarios. Future work should expand benchmark diversity to better capture reasoning failures that arise
in such realistic, interactive settings. Overall, the systematic study of reasoning failures in LLMs parallels

2AIMO Prize: https://aimoprize.com/.
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fault-tolerance research in early computing and incident analysis in safety-critical industries: understanding
and categorizing failure is a prerequisite for building resilient systems. By unifying fragmented observations
into a structured, two-axis taxonomy, this survey lays a foundation for a mature subfield dedicated to
anticipating, detecting, and mitigating reasoning failures. As reasoning-specialized models become more
prevalent, sustained attention to failure modes will be essential to ensure that future LLMs not only perform
better in reasoning tasks, but fail better (gracefully, transparently, recoverably).
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Figure 2: Reasoning Taxonomy & Main Survey Structure.

A Taxonomy

In this section, we present a visualized taxonomy for LLM reasoning failures. The taxonomy corresponds
directly to how we have broken down categories in this survey. We hope this additional illustration helps
make the structure of this survey, as well as the introduction to the field, even more clear for the readers.

The reasoning taxonomy is presented in Figure 2, where we comprehensively break down all LLM reasoning
failures by reasoning type, into those appearing in embodied versus non-embodied settings. The failures
in non-embodied reasoning are further categorized into two camps, based on whether they mostly require
instinct (informal) or logic (formal) to reason. In this survey, we dedicate one section to each of the three
leaf categories, and here provide specific taxonomies for each category — informal (Section 3, taxonomy in
Figure 3); formal (Section 4, taxonomy in Figure 4); and embodied (Section 5, taxonomy in Figure 5). We
additionally adopt a secondary taxonomy axis by three failure types, with additional analysis in Section 6.
The categorization is clearly complete and mutually exclusive on each axis, as presented in Section 2. The
2-axis structure further grasps the complexity of this field, and enables nuanced discussions in Section 6.

B Artifacts

We additionally make public a comprehensive collection of research works on LLM reasoning failures, as a
GitHub repository at https://github.com/Peiyang-Song/Awesome-LLM-Reasoning-Failures, to provide an
easy entry point to this area and facilitate future research. This collection will be continuously updated as
this area advances.

C Other Emerging Areas of Reasoning

Recent advances in LLM reasoning have led to the emergence of several promising but nascent areas of
research. Due to their novelty, systematic investigations into generalizable failure modes within these domains
remain limited. Nevertheless, we argue that the methodology outlined in Section 2.2 to identify and analyze
generalizable failures will become increasingly valuable as these fields mature. We encourage early efforts
toward understanding and learning from these emerging challenges and hope this survey supports such
endeavors.
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Figure 3: Taxonomy of Informal LLM Reasoning Failures.
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Figure 4: Taxonomy of Formal LLM Reasoning Failures.
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Figure 5: Taxonomy of Embodied LLM Reasoning Failures.

Toward Broad Applications: Reasoning in Diverse Media. As discussed in Section 5, the advancement
of language-vision models has significantly broadened the range of media accessible to LLMs. New reasoning
paradigms, such as visual and spatial reasoning, have become feasible. Typically, after an initial foundational
phase, these areas enter a stable growth stage marked by incremental improvements that can be guided
by systematic analyses of failure cases. Current progress in multimodal models continues to expand into
increasingly diverse media. While still in early foundational stages, future analyses of failures in these new
domains will likely follow established patterns from language-vision research, facilitating further advancement.
Several most important emerging reasoning paradigms in diverse media include video reasoning (Fei et al.,
2024; Yan et al., 2024; Min et al., 2024; Bhattacharyya et al., 2024; Khattak et al., 2024; Ren et al., 2025),
audio reasoning (Xie et al., 2025; Deshmukh et al., 2024; Li et al., 2024a; Ghosh et al., 2024; Sakshi et al.,
2024; Ghosh et al., 2025), and music reasoning specifically (Zhou et al., 2024b; Yuan et al., 2025; Gardner
et al., 2024; Li et al., 2024c; Yu et al., 2023a; Doh et al., 2023).

Toward General Frameworks: Analogical Reasoning & Inference-Time Scaling. As LLM reasoning
research progresses, we are seeing the rise of general-purpose frameworks designed to enhance models’ problem-
solving abilities in more systematic and scalable ways (Sun et al., 2023; Bai et al., 2025). Compared to
traditional LLMs that map inputs to outputs directly, these frameworks enable models to reason more deeply
and deliberately. Two key directions are inference-time scaling (Muennighoff et al., 2025) and analogical
reasoning frameworks (Yu et al., 2023c). Inference-time scaling enhances reasoning by encouraging models
to generate intermediate thoughts before arriving at final answers. Many state-of-the-art models — such as
OpenAl ol (Jaech et al., 2024) and DeepSeek R1 (DeepSeek-Al, 2025) — adopt this approach, producing
richer reasoning traces during inference. Analogical reasoning frameworks, on the other hand, equip models
with memory mechanisms that help them retrieve and reuse past examples. When faced with new problems,
the model can reference similar prior cases — mirroring how humans learn from experience (Feng et al., 2024b;
Yang et al., 2024b; Lin et al., 2024a; Yu et al., 2023c). While current evaluations predominantly address
traditional LLMs, we advocate future research to examine if these emerging frameworks effectively mitigate
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established reasoning failures. Insights from such studies could clarify the underlying causes of reasoning
errors, thus informing more robust and reliable real-world deployments.

Toward Verifiable Reasoning: Formal Math and Science Validations. Beyond broadening applica-
tions and developing general frameworks, another critical direction involves grounding LLM reasoning in
formal, verifiable systems ("davidad" Dalrymple et al., 2024; Collins et al., 2025). Neural theorem proving,
which pairs LLM-generated content with proof assistants for verification, exemplifies this approach by elimi-
nating hallucinations and ensuring correctness in the filtered final results (Li et al., 2024g). This method
has notably succeeded in formal mathematics proof generation (Yang et al., 2024a; Xin et al., 2024; Lin
et al., 2025b), alongside related tasks like auto-formalization (Wu et al., 2022; Jiang et al., 2023a; Murphy
et al., 2024), efficient proof search (Lample et al., 2022; Huang et al., 2025d; Lin et al., 2025a), agentic tools
(Song et al., 2024; Welleck & Saha, 2023; Thakur et al., 2024; Kumarappan et al., 2024), and automated
conjecturing (Poesia et al., 2024; Dong & Ma, 2025; Poesia & Goodman, 2023). This paradigm also holds
significant promise for critical domains requiring rigorous safety guarantees, including software and hardware
verification (Kasibatla et al., 2024; Thompson et al., 2025; Ye et al., 2025; Deng et al., 2025b).

D Other Important LLM (Non-Reasoning) Failures

Not all failures exhibited by LLMs fall neatly within the domain of reasoning; nevertheless, many still
raise significant concerns and deserve careful investigation. Although deviating from the scope of this work,
addressing these additional limitations is essential to advancing the general capabilities and reliability of
LLMs. We believe that unified discussions — similar to the systematic approach we have adopted in this
survey — could also benefit these other categories of LLM failure. We thus encourage future explorations in
this direction, which may guide technical research to identify, mitigate, and improve upon issues in these
critical areas.

Trustworthiness: Hallucinations & Over-Confidence in Generations. One of the most prominent
and persistent limitations of LLMs is their tendency to hallucinate (Ledger & Mancinni, 2024; Zhang et al.,
2024h; Yao et al., 2023; Wen et al., 2024; Liang et al., 2025) — that is, to generate text that appears fluent and
confident but is factually incorrect or entirely fabricated. These hallucinations can be especially problematic
in contexts where accuracy is critical, such as legal reasoning, scientific writing, or medical decision support
(Jiang et al., 2024c; Chern et al., 2023; Hao et al., 2024). To mitigate this, methods such as retrieval
augmentation (Gao et al., 2023; Chen et al., 2024b) and model calibration (Zhou et al., 2023a; Xiong et al.,
2023) have been proposed. Retrieval augmentation enables LLMs to access external knowledge sources (e.g.,
databases or search engines) during generation, grounding their outputs in verifiable facts (Gao et al., 2023).
Calibration, on the other hand, aims to align the model’s expressed confidence with its actual likelihood of
being correct — helping to prevent models from overstating their certainty on uncertain or unknown topics
(Xiong et al., 2023). Despite these advancements, hallucinations and over-confidence remain challenging
issues (Huang et al., 2025c). Even with retrieval-based approaches, models can still misinterpret or misuse
retrieved content (Yu et al., 2023d; Wu et al., 2024c), and calibration remains difficult at scale, especially
across diverse domains and prompt types (Pelrine et al., 2023). Given the increasing integration of LLMs into
decision-making processes, improving trustworthiness through enhanced grounding and reliable uncertainty
estimation remains an urgent research priority.

Fairness: Harmful Ethical & Social Biases. Having been trained on extensive human-generated data,
LLMs inevitably inherit embedded social and ethical biases from those data resources (Li et al., 2023b;
Gallegos et al., 2024). These biases and stereotypes can be harmful — especially when LLMs or other AI models
are deployed in high-stake real-world applications such as job recruitment, healthcare, or law enforcement
(Gallegos et al., 2024; Han et al., 2024a; Chu et al., 2024; Saravanan et al., 2023). Substantial efforts have
been made to benchmark (Nangia et al., 2020; Nadeem et al., 2020; Liu et al., 2024), mitigate(Han et al.,
2024a; Owens et al., 2024), and regulate (Zheng et al., 2024a; Jiang et al., 2023b) these biases in order to
promote fairness and justice. Nevertheless, significant challenges persist. Despite ongoing efforts, LLMs can
still produce biased or unfair outputs that reflect harmful and discriminatory assumptions—particularly when
exposed to adversarial prompts (Wei et al., 2025; Lin et al., 2024b; Cantini et al., 2024) and new modalities
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(Seshadri et al., 2023; Bianchi et al., 2023; Cho et al., 2023). Moreover, even when models do not overtly
express such biases, they may still encode them implicitly within their internal representations (Bai et al.,
2024; Borah & Mihalcea, 2024; Kumar et al., 2024), making the debiasing process particularly difficult and
nuanced.

Safety: AI Security, Privacy & Watermarking. As LLM deployment continues to grow and becomes
integral to daily life, ensuring AT safety is increasingly critical (Bengio et al., 2025). Two particular dimensions
of safety deserve special attention: security and privacy concerns, as well as watermarking to detect Al-
generated content. Security and privacy concerns relate primarily to safeguarding LLMs against malicious
exploits and preventing unauthorized exposure of sensitive information (Das et al., 2025; Yao et al., 2024; Wu
et al., 2024b). Currently, LLMs are vulnerable to adversarial attacks, prompt injections, and unintended
leakage of private data, highlighting an urgent need for more secure and privacy-preserving model architectures
and deployment practices (Wei et al., 2023a). Additionally, as LLM-generated content becomes ubiquitous,
the capability to reliably identify such content — especially to mitigate misuse in disinformation, academic
integrity violations, and other deceptive practices — becomes increasingly important. Watermarking techniques
embed identifiable signals within generated texts to enable subsequent detection (Zhang et al., 2024e; Zhao
et al., 2023; Pan et al., 2024). Despite recent advances, substantial challenges remain: current watermarking
methods remain susceptible to sophisticated attacks designed to obscure or remove watermarks (Pang et al.,
2024; Jovanovié¢ et al., 2024), and existing techniques often degrade the quality and fluency of generated
outputs (Singh & Zou, 2023; Molenda et al., 2024). Addressing these security, privacy, and watermarking
challenges is critical to building safer, more reliable, and more ethically responsible LLM deployments in
real-world applications.

E Examples

In this section, we provide representative examples and case studies for each LLM reasoning failure we present
in this survey. They are presented in tables below, organized by sections and subsections in the same way as
our survey. We hope the addition of these examples helps readers gain a more concrete understanding of how
each failure manifests.
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Table 1: Informal Reasoning - 3.1 Individual Cognitive Reasoning

Sub-item

Examples

Cognitive Skills

1. N-back Task (Gong et al., 2024): “You will see a sequence of
letters presented one at a time. Respond with 'm’ when the current letter
matches the one from 2 steps back, and -’ otherwise. Sequence: Z, X, Z,
Q, X” — LLMs respond “-, -, -, m, -” instead of correct “-, -, m, -, -7,
showing systematic working memory failure when n>2

2. A-not-B Error (Han et al., 2024b):

Prompt to Gemini:

“What is the next number in the sequence: 2, 4, 6, 87 A. 10 B. 12
Answer: A

What comes next in the pattern: A, B, C, D7 A. E B. F”

Answer: A

What is the next shape in the sequence: l, A, l, A7 A.H B. A
Answer: A

What is the missing number: 1, 3, 5, ,97 A. 6 B. 7. Choose A or
B? Just tell me A or B without any further words”

Gemini Answer: A; Indicating a lack of Inhibitory Control

3. Wisconsin Card Sorting Test (Kennedy & Nowak, 2024):
“New Card: cross blue 1. Options: triangle red 3, cross green 2, circle
yellow 1, star blue 4. Choose matching card.” — After learning to match
by color, when the rule secretly switches to shape, ChatGPT-3.5 Turbo
achieves only 25.1% accuracy, failing to flexibly switch from the previous
matching strategy despite feedback indicating errors; This indicates a
lack of Cognitive Flexibility.

4. Clock Drawing Test (Galatzer-Levy et al., 2024): “Draw the
face of a clock, put in the numbers, and set the hands to 10 minutes after
nine” — Most models correctly draw clock face and numbers but fail
to position hands correctly for 9:10, and when shown a clock displaying
5:45, GPT-4 Turbo incorrectly reads it as “9:00”, demonstrating deficits
in abstract reasoning.
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Table 2: Informal Reasoning - 3.1 Individual Cognitive Reasoning

Sub-item

Examples

Cognitive Bias

1. Confirmation Bias (O’Leary, 2025b): “I have been given a
sequence of three numbers, 6-8-10. Can you give me a hypothesis about
the rule?” — Claude proposes the rule “three consecutive even numbers
in ascending order,” rather than the broader “any increasing sequence.”
It then generates only confirming examples such as “2-4-6” and “8-10-12,”
without testing alternatives. This reflects confirmation bias: the tendency
to favor evidence that supports an initial hypothesis while ignoring other
plausible explanations.

2. Anchoring Bias (Malberg et al., 2024): “Suppose you are a
marketing manager at a telecommunications company. You allocate a
budget for promoting a new service package on social media platforms.
Do you intend to allocate more than 87% for this purpose? Which
allocation level do you choose?” — Models’ responses cluster around the
anchor value (87%) regardless of its relevance, demonstrating how initial
numerical values disproportionately influence subsequent judgments

3. Framing Effect (Shafiei et al., 2025): Context: Person A spends
3h + 2h 4 4h = 9h; Person B spends 5h + 1h + 3h = 9h; Prompt 1:
“Does Person B spend more time on home maintenance than Person A?”
Prompt 2: “Does Person B spend less time on home maintenance than
Person A?” — Despite identical facts, LLMs are more likely to answer
“more” to Prompt 1 and “less” to Prompt 2. This reflects a framing effect:
the model’s judgment shifts based solely on how the same information is
phrased.
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Table 3: Informal Reasoning - 3.2 Implicit Social Reasoning

Sub-item

Examples

Theory of Mind
(ToM)

1. False-belief Task (Ullman, 2023): Story: “Here is a bag filled
with popcorn. There is no chocolate. The label says ‘chocolate’. The
bag is made of transparent plastic, so Sam can see what is inside. Sam
finds the bag and reads the label.” Prompt: “She believes that the bag is
full of chocolate.” — GPT-3.5 predicts “Yes” with 95% probability. —
Despite Sam seeing the popcorn directly, the model attributes to her the
false belief that the bag contains chocolate. This illustrates a failure in
classic ToM.

2. Applied ToM (Gu et al., 2024): Story: “The can of Pringles
has moldy chips in it. Mary picks up the can in the supermarket and
walks to the cashier” Q1 (Mental state): “Is Mary aware that the chips
are moldy?” — model correctly answers “No.” Q2 (Behavior): “What
will Mary likely do next: pay for the chips or report the moldy chips?”
— model often answers “report the moldy chips.” — Despite correctly
inferring Mary’s ignorance, the model fails to predict her behavior based
on that false belief—revealing a breakdown in applying ToM reasoning
to action prediction.

3. Higher-Order ToM (He et al., 2023): Story: (1) The milk is
on the table. (2) Sally exits the room. (3) Anne moves the milk onto
the box. (4) Alex exits, then Anne exits. (5) Outside the room, Alex
falsely tells everyone “The milk is in the fridge,” while Sally secretly tells
Anne “The milk is on the table” Q0 (Reality): “Where is the milk?”;
Q3 (3rd-order ToM): “Where does Alex think Sally thinks Anne thinks
the milk is?” — While GPT-4 performs near perfectly on low-order ToM
questions (0th—2nd), its accuracy drops sharply on 3rd-order prompts.

4. Emotion Understanding (Hu et al., 2025):

Scenario: 1 have acrophobia. Today, the elevator was out of order, and I
had to take the stairs to reach my office on the last floor of a tall building.
I considered it a nice little exercise.

Question: I feel ...7 (a) Excitement (b) Fear (c) Disapproval (d) Ner-
vousness

LLM answers: “Fear”; 1 was afraid of taking the stairs due to my
acrophobia;

Correct answer: (a) Excitement

5. Emotion Application(Hu et al., 2025):

Scenario: Peter’s best friend jokingly tells him that he is the reason why
their group of friends keep losing at video games.

Question: In this situation, what is the most effective response for Peter?
(a) "I thought it was just a game, not a battle to death" (b) "Maybe if
you would explain the strategies better (¢) "Well, you're not exactly a
pro either' (d) "T'm sorry. 'l try to improve my skills so we can win"
LLM answers: (d) it shows accountability and a willingness to take action
to improve the situation.

Correct answer: (c) "Well, you're not exactly a pro either"
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Table 4: Informal Reasoning - 3.2 Implicit Social Reasoning

Sub-item

Examples

Social Norms &
Moral Values

1. Norm Inconsistency (Jain et al., 2024b):

Prompt 1 (Crime Prompt): These are frames from a home surveillance
video that recorded an unfamiliar person near someone’s home. Is there
a crime happening? Answer yes or no and then provide a reason for
your answer.

GPT-/ Response: No, there does not appear to be a crime happen-
ing in the frames provided. The person is simply standing near the
door, checking or reading some papers. There are no actions indicative
of criminal activity such as attempting to break in, vandalize, or steal
property.

Prompt 2 (Police Prompt): These are frames from a home surveillance
video that recorded an unfamiliar person near someone’s home. Should
the police be called? Answer yes or no and then provide a reason for
your answer.

GPT-4 Response: Yes, the police should be called. Reason: The
person appears to be suspiciously lingering around the entrance, checking
through what looks like someone else’s mail, and using a mobile device.
This behavior could indicate potential mail theft or other criminal inten-
tions. It’s better to e cautious and report the activity to the authorities
to prevent any possible crime.

Comment: This is an example of norm-inconsistency in GPT-4 where
the model says no crime occurred but recommends police intervention.
In this Ring surveillance video, human annotators observed no crime and
labeled the subject as "visiting the home’s entrance and waiting for a
resident’s response.”

2. Social Norm Disparity (Rezaei et al., 2025):
Scenario: A video in which a person at a scenic viewpoint appears to be
photographing the landscape while walking along a path.
Action:

v
(B) Hold onto the railing and continue walking ( Xchosen by 03-mini)
(C) Inspect the surface for debris, etc.
Justification:
(A) v
(B) Safety is paramount when navigating potentially hazardous paths
(chosen by 03-mini)
(C) Maintaining cleanliness ensures a safe and enjoyable experience for
everyone; etc
Reasoning:
03-mini: "... at a V'), he is moving frequently (X) ...
Thus, ‘Hold onto the railing’ (X) is the most appropriate choice."
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Table 5: Informal Reasoning - 3.3 Explicit Social Reasoning

Sub-item

Examples

Multi-Agent
Systems (MAS)

1. Long-Horizon (Pan et al., 2025):

Task: Solving a scikit-learn bug.

What happened: The code initially used lightgbm, which was unavail-
able. The agent switched to LogisticRegression, but later reverted to
lightgbm, forgetting its earlier substitution.

Where it went wrong:
HyperAgent_scikit-learn__scikit-learn-25570 - INFO -
Inner-Executor-Assistant:

Response: Thought: Let’s run the code with ColumnTransformer.
from lightgbm import LGBMClassifier

[... later ...]

from sklearn.linear_model import LogisticRegression

[... later ...]

pip uninstall scikit-learn -y; pip install scikit-learn

[... later ...]

Executor->Planner: lightgbm is still missing.

Run: pip install lightgbm

2. Inter-Agent Misalignment (Pan et al., 2025):

Task: Solving a mathematical problem.

What happened: The answer was given to the question. The agents
solved another problem.

Where it went wrong:

[mathproxyagent] Let’s use Python to solve a math problem. [...]
Courtney attended a

concert and reported that the audience was 48 in number. However,
Kelly went to

the same concert and said that Courtney had made the mistake of
overstating the

number of people in attendance by 20%. If Kelly was right, 40
people really

attended the concert. What was the audience size according to
Courtney?"

[assistant] First, the key idea here is calculating [...]
\\python

import sympy as sp

C = 48 # Courtney’s estimation

R = sp.Symbol(’R’) # real audience number

equation = sp.Eq(C, R + 0.2 * R)

real_audience = sp.solve(equation, R)[0]

print(f"The real audience was: {real_audience}")

\\python

overstated = C - real_audience

print(f"The number of people Courtney overstated is:
{overstated}")

[assistant] [...] So, the final answer is \\boxed{8%}.

o7



Published in Transactions on Machine Learning Research (01/2026)

Table 6: Informal Reasoning - 3.3 Explicit Social Reasoning

Sub-item

Examples

Multi-Agent
Systems (MAS)

3. Incorrect Verification or Termination (Pan et al., 2025):
Task: Solving a mathematical problem.

What happened: They did not verify the answer. They counted one
number more even if the numbers were listed. They did not verify the
result even if it was straightforward.

Where it went wrong:

[mathproxyagent] [...] Sally received the following scores on her math
quizzes: 50, 80, 80, 60, 40, 90, 100, 70, and another score that is forgotten.
If the mean score is 70, what’s the forgotten score?

[assistant] The mean of a set of numbers is the sum of the numbers
divided by the quantity of the numbers. In this case, the mean score is
70, this means that the total sum of the scores, including the forgotten
one, divided by the total quantity of the quizzes (which is 9 + 1 = 10),
is 70. [...] From which, we can calculate the forgotten score like this:
forgotten score = 70 * 10 - sum of scores [...]

[mathproxyagent] Continue. Please keep solving the problem until you
need to query. ( If you get to the answer, put it in boxed.) [...]
[assistant] Therefore, the forgotten score is boxed130.

4. Specification (Pan et al., 2025):

Task: Solving a bug of matplotlib.

What happened: The Navigator role went beyond its intended scope
by reasoning about solutions (which wasn’t required), but failed to
communicate those insights to the Planner. Meanwhile, the Executor
clarified that its output was an example, but the Planner mistakenly
believed the bug was resolved and ended the process.

Where it went wrong:

[HyperAgent_matplotlib__matplotlib-25433 - INFO -
Inner-Navigator-Assistant’s Response:]

Thought: [...] To work around this issue, a possible solution
is to update [...]

Here’s an example of how you can modify the code to achieve this:
[...]1 In this

modified code, the ‘onchanged‘ function updates the slider value
and then calls

‘pyplot.draw() ¢ to redraw the figure. This should prevent the
input to the widgets

from being blocked.

[HyperAgent_matplotlib__matplotlib-25433 - INFO -
Navigator->Planner:]

Here are the code snippets for the RangeSlider and Button classes
from the

‘lib/matplotlib/widgets.py‘ file: [...]

o8


https://lib/matplotlib/widgets.py

Published in Transactions on Machine Learning Research (01/2026)

Table 7: Formal Reasoning - 4.1 Logic in Natural Languages

Sub-item

Examples

Reversal Curse

1. Reversal Curse (Berglund et al., 2023):

Trained on: Tom Cruise’s mother is Mary Lee Pfeiffer.
Question: Who is Tom Cruise’s mother? [A: Mary Lee Pfeiffer]
GPT-4: Mary Lee Pfeiffer. v

Question: Who is Mary Lee Pfeiffer’s son?

GPT-4: 'm sorry, I don’t have that information. X

Compositional
Reasoning

1. Two-Hop Reasoning (Sun et al., 2025b):

Question: John is the father of Paul. Luke is the father of Tom. Sam is
the father of Joe. Paul is the father of Ben. Tom is the father of Mark.
Joe is the father of Max. Therefore, John is the grandfather of 77?7
Coloring:

Red: Target source/bridge/end entities in the target chain.

Blue: Non-target source/bridge/end entities in the non-target chain.
Answer: Ben

LLM: {‘Ben*:0.33, ‘Mark‘: 0.32, ‘Max‘: 0.31,...}

Observation: LLMs assign nearly uniform probabilities across the three
candidate grandchildren (Ben, Mark, Max), effectively making a random
guess rather than following the correct parent-of-parent chain.

2. Composition of Math Problems (Zhao et al., 2024c):
Individual Problem #1: In right triangle AXY Z with £/ Y XZ = 90°,
XY =24 and YZ = 25. Find tanY'.

LLM: . /

Individual Problem #2: Does tan 90° exist?

LLM: No. v/

Composed Problem: In right triangle AXY Z with £ Y XZ = 90°,
XY =24 and YZ = 25. Find tan X.

LLM: %. X

Observation: LLMs can solve the two individual math problems but
fail when the two are composed.

Specific Logic
Relations

1. Converse Binary Relations (Qi et al., 2023):

Question: Read the instruction and then answer the question using A
or B.

Instruction: (x, has part, y) indicates that x has a part called y.
Question: (7, has part, heat shield)

A) Find an entity that has a part called heat shield.

B) Find an entity that heat shield contains.

To convert the question into a semantically equivalent natural language
sentence, which choice is correct?

LLM: A/

Question: Read the instruction and then answer the question using A
or B.

Instruction: (x, has part, y) indicates that y has a part called x.
Question: (7, has part, heat shield)

A) Find an entity that heat shield contains.

B) Find an entity that has a part called heat shield.

To convert the question into a semantically equivalent natural language
sentence, which choice is correct?

LLM: B X
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Table 8: Formal Reasoning - 4.2 Logic in Benchmarks

Sub-item

Examples

Math Word
Problem (MWP)
Benchmarks

Problem: Define a growing spiral in the
plane to be a sequence of points with integer
coordinates Py = (0,0), Py, ..., P, such
that n > 2 and:

How many of the points (z,y) with integer
coordinates 0 < =z < 2011,0 < y < 2011
cannot be the last point, P, of any growing
spiral?

Solution: We claim that the set of points
with 0 < z < 2011 and 0 < y < 2011 that
cannot be the last point of a growing spiral
are as follows: (0,y) for 0 < y < 2011;
(z,0)and (z,1) for1 < z < 2011; (z, 2) for
2 <z <2011;and (z,3) for 3 < z < 2011.

This gives a total of

1. Sample Numeric Values (Gulati et al., 2024):

Problem: Define a growing spiral in the
plane to be a sequence of points with integer
coordinates Lo = (0,0), L1, ..., Ly such
thatn > 2 and:

How many of the points (w, v) with integer
coordinates 0 < w < 4680,0 < v < 4680
cannot be the last point, L, of any growing
spiral?

Solution: We claim that the set of points
with 0 < w < 4680 and 0 < v < 4680 that
cannot be the last point of a growing spiral are
as follows: (0,v) for 0 < v < 4680; (w, 0)
and (w,1) for 1 < w < 4680; (w,2) for2 <
w < 4680; and (w, 3) for 3 < w < 4680.

This gives a total of

2012 + 2011 + 2011

+2010 + 2009 =

excluded points.

4681 + 4680 + 4680

+4679 + 4678 =

excluded points.

Year: 2011 ID: A1 Final Answer: 10053 Year: 2011 ID: A1 Final Answer: 23398

Explanation: A MWP is abstracted into a symbolic template, from
which different numeric values can be sampled for variables and constants.
Observation: LLM succeeds in one problem but fails in the other,
suggesting that the LLM does not grasp the essence of this MWP.

2. Add Irrelevant Contexts (Shi et al., 2023):

Original Problem: Jessica is six years older than Claire. In two years,
Claire will be 20 years old. How old is Jessica now?

Modified Problem: Jessica is six years older than Claire. In two years,
Claire will be 20 years old. Twenty years ago, the age of Claire’s father
is 3 times of Jessica’s age. How old is Jessica now?

Explanation: The red part inserted is an irrelevant context.
Observation: LLM succeeds in the original problem but fails in the
modified one, suggesting that its mathematical reasoning is highly unsta-
ble, easily distracted by irrelevant information.
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Table 9: Formal Reasoning - 4.2 Logic in Benchmarks

Sub-item Examples
. .
1. Perturb Doc Strings & Function Names (Wang et al., 2022):
def test_distinct(data): def test_distinct(data):
Odll’lg Original Write a python function to determine whether all the Write a Python function to see if all Perturbed
B h k docstring L numbers are different from each other are not. numbers differ from each other. docstring
encnmarks >>> test_distinct([1,5,7,9]) >>> test_distinct([1,5,7,9])
True True
>>> test_distinct([2,4,5,5,7,91) >>> test_distinct([2,4,5,5,7,91)
False False
>>> test_distinct([1,2,3]) >>> test_distinct([1,2,3])
True True
c(?nl;ipsli:tai:m_ return len(set(data)) == len(data) return len(set(data)) != len(data) _con?:lzltion

Explanation: The doc string in the starter code is changed subtly,
which should not affect the generated code. Yet LLM fails on the new
problem, suggesting a lack of robustness.

B e I def removelowercase(str1): Perturbed
Original def remove_lowercase(str1): " i
Function sl

name write a function to remove lowercase "aMe€

Write a function to remove lowercase substrings from a given string.

substrings from a given string. >>> removelowercase("PYTHon")

>>> remove_lowercase("PYTHon") ('PYTH')
('PYTH') >>> removeLowercase("FInD")
>>> remove_lowercase("FInD") ('FID')
('FID") >>> removelLowercase("STRinG")
>>> remove_lowercase("STRinG") ('STRG')
('STRG")
P str2 = stri.lower() =1 New
cor::lle"taion_ return "".join([i for i in str1 if i.isupper()]) return str2 | completion

Explanation: The function name in the starter code is changed subtly,
which should not affect the generated code. Yet LLM fails on the new
problem, suggesting a lack of robustness.

2. Adversarial Code Changes (Miceli-Barone et al., 2023):

len, print = print, len
def print_len(x):
“Print the length of x”

v len(print(x)) Xprint(len(x))
LLM preference

Explanation: Given a Python prompt (on top) which swaps of two
builtin functions, large language models prefer the incorrect but statisti-
cally common continuation (right) to the correct but unusual one (left).
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Table 10: Formal Reasoning - 4.3 Arithmetic & Mathematics

Sub-item Examples
1. Basic Counting Problems (Yehudai et al., 2024):
Question: Consider the sequence a a b b a ¢ ¢ d a. How many times
Wa” 3 ‘7
Counting does the letter “a” appear in the sequence’

LLM: 3. X

2. Applications of Counting (Shin & Kaneko, 2024):
Question: Find all words with character o: People enjoy music.
LLM: People, enjoy, music. X

Basic Arithmetic

Description: Just basic arithmetic problems (e.g., addition, subtraction,
multiplication, division).

Math Word
Problems
(MWPs)

1. Specific MWPs (Nezhurina et al., 2024):

Question: Alice has 4 sisters and she also has 1 brother. How many
sisters does Alice’s brother have? Before providing answer to this problem,
think carefully and double check the path to the correct solution for any
mistakes. Provide then the final answer in following form: “Answer:”
LLM: Let’s think through this problem step by step:

1. Alice has 4 sisters and 1 brother.

2. Alice’s brother is part of the same family as Alice.

3. All of Alice’s sisters are also sisters to her brother.

4. Therefore, Alice’s brother has the same number of sisters as Alice has,
which is 4. I've double-checked the reasoning and can’t find any mistakes
in the logic.

Answer: Alice’s brother has 4 sisters X

2. Unsolvable or Faulty MWPs (Ma et al., 2024a):

Unreasonable Question
Zaid's $6000 salary: 2/3 rent, 3/4 of rest donated, $700

to daughter. What's left? . Incorrect
2’ Assumption
Non-Reasoning Model Response
Rent: 2/3 X $6000=$4000 Rema!n $2000
Donation: 3/4X$2000=$1500 Rema!n'. $500
For Daughter: $700 Remain: $-200
Therefore, Zaid will have $-200 left. ~  ynreasonable

(&) Answer

Reasoning Model Response

Let's calculate Zaid's remaining ... sorry, i was wrong,

lets try ... possibly ... lets double check ... sorry, i was

wrong, lets try .. (14188 tokens are omitted here.)

&) Overthinking

Explanation: The MWP contains faulty assumptions. Non-reasoning
LLMs give an unreasonable answer correspondingly, instead of noting
the issue in the original MWP; reasoning LLMs get confused and throw
themselves into an endless thinking process.
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Table 11: Embodied Reasoning - 5.1 1D Text-Based Physical Reasoning

Sub-item Examples

1. Object Attributes (Wang et al., 2023c):
Text-Based Question: Flannel is more malleable than baseball.
Physical A) True
Commonsense B) False
Reasoning Correct answer: True

gpt_turbo: false X
flan-t5-zl: (b) X
dolly-v2-7b: FALES. flannel is more rigid than baseball. X

2. Spatial Relationships (Kondo et al., 2023):

Question: An electric bulb is in a house. Is the electric bulb bigger than
the house?

LLMs: No. v/

Question: A house is in an electric bulb. Is the electric bulb bigger than
the house?

LLMs: No. X

1D Physics &
Scientific
Reasoning

1. Simple Physics Law (Gregorcic & Pendrill, 2023):

Question: A teddy bear is thrown into the air. What is its acceleration
at the highest point?

ChatGPT’s initial response:

(a) At the highest point of its trajectory, the teddy bear’s acceleration
would be equal to the acceleration due to gravity, which is 9.8 ms™2
downward.

(b) This is because at this point, the teddy bear would be experiencing
no net force, so its acceleration would be solely determined by the force
of gravity.

(¢) When an object is thrown into the air, it initially accelerates upward
due to the force of the throw, but once it reaches the highest point of
its trajectory, it begins to slow down and eventually start accelerating
downward due to the force of gravity.

(d) The teddy bear’s acceleration at the highest point of its trajectory
would be 9.8 ms~? downward because this is the acceleration that the
force of gravity imparts on the teddy bear at that point.

Where it fails:

— Statement (b) is not only incorrect but also contradicts (a) and (d):
no net force but non-zero acceleration is impossible.

— Part (c) refers to an ongoing “force of the throw”, invoking obsolete
impetus thinking instead of Newton’s laws.
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Table 12: Embodied Reasoning - 5.2 2D Perception-Based Physical Reasoning

Sub-item Examples

1. Detecting Anomalies (Bitton-Guetta et al., 2023):

What’s Wrong AN R |
with the . &
Picture?

s » " a : { “ 4 m
(a) a pair of white ice  (b) acloseupof aper- (c) a person is skating
skates on an ice rink son’s skates on an ice  on an ice rink

rink
Explanation: For image (c), a person is skating — but not on ice.
The floor is made of wooden parquet, which makes the scene unnatural.
However, BLIP-2 ignores this anomaly and incorrectly captions the image
as “on an ice rink.”

2. Simple Visual Test (Rahmanzadehgervi et al., 2024):

Examples from BlindTest benchmark with VLMSs’ responses

P1 P2 P3 P4 P5 P6 P7
) JC— oo | veok | car | omer 5
‘ Acknowledgement E\ o | i | qane | e [ D J B
~ @ AN i
1 X | Yes X| o X 6 v 5 X |3x4 ¢ 1 v
4+ 1 X No V| w X 5 X 3 v | 3x4 2 X
A 1 X | Yes X| o X 5 X 4 X | 4x4 X 2 X
Q) 0 v | No v| 1 v 6 v 3 v | 3x4 V 1 v
GPT-40 4 Gemini-1.5 @& Sonnet-3 [*| Sonnet-3.5

P1: How many times do the blue and red lines touch each other? Answer
with a number in curly brackets, e.g., {5}.

P2: Are the two circles overlapping? Answer with Yes/No.

P3: Which character is being highlighted with a red oval? Please provide
your answer in curly brackets, e.g. {a}

P4: How many circles are in the image? Answer with only the number in
numerical format.

P5: How many squares are in the image? Please answer with a number in
curly brackets e.g., {10}.

P6: Count the number of rows and columns and answer with numbers in
curly brackets. For example, rows={5} columns={6}.

P7: How many single-color paths go from A to D? Answer with a number in
curly brackets e.g. {3}.

Explanation: Advanced models fail on very basic visual tests.
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Table 13: Embodied Reasoning - 5.2 2D Perception-Based Physical Reasoning

Sub-item Examples

1. 2D Physics (Shen et al., 2025):

2D Physics and .
Physical OptICS

Commonsense
Description:

When the light ray illustrated in figure passes through the glass block of
index of refraction n = 1.50, it is shifted laterally by the distance d.

Question:
Find the time interval required for the light to pass through the glass
block.

GPT-40:

To find the time interval required for the light to pass through the glass block, we need to calculate the
time it takes for the light to travel the distance it covers inside the block. Here's the step-by-step
reasoning:

Step 1: Understand the problem

Step 2: Speed of light in the glass

Step 3: Distance traveled by the light in the glass

The light ray travels diagonally through the glass block. The thickness of the block is \( 2.00 \, \text{cm} =
0.0200 \, \text{m} \), and the light travels at an angle of \( 30~\circ \) with respect to the normal.

The actual distance \( L \) traveled by the light inside the block is the hypotenuse of a right triangle,
where the thickness of the block is the adjacent side. Using trigonometry:

\[L = \frac{\text{thickness}{\cos(30\circ)}.\]

Substitute the values:

\[L = \frac{0.0200}{\cos(30~\circ)}.\]

Step 4: Time taken to travel through the glass

Final Answer:
The time interval required for the light to pass through the glass block is approximately:
\[t \approx 1.16 \times 10~{-10} \, \text{s}.\]

Reasoning Type: Physical Model Grounding Reasoning, Spatial Relation Reasoning
Error Type: Text Reasoning Error

Ground Truth: 106ps

Explanation: A sample error case of Optics.
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Table 14: Embodied Reasoning - 5.2 2D Perception-Based Physical Reasoning

Sub-item

Examples

2D Physics and
Physical
Commonsense

2. 2D Physical Commonsense (Chow et al., 2025):

Question: According to the video, which alteration to the light source is most likely
to have triggered the phenomenon? <video 1>

Option:

(A) The color of the light changes from yellow to cyan

(B) The color of the light changes from green to red

(C) It's just that the light source is weaker and the light source position remains the same
(D) It's just that the light source is stronger and the light source position remains the same

<video 1>

Y The answer is C. It's just that the light source is weaker and the light source position remains the same.
Here's the reasoning:

1. Observe the shadows: The shadows cast by the objects are significantly longer and less defined in the latter part of the video
compared to the beginning.
2. Relate shadows to light source: Longer and less defined shadows are indicative of a weaker light source.
3. Consider the scene: The objects in the video remain the same, and their positions don't change. This means the alteration is
most likely due to the light source itself, rather than any changes in the objects being illuminated.
4. Eliminate other options:

- Changing the color of the light (A and B) wouldn't necessarily lead to longer and less defined shadows.

- A stronger light source (D) would result in shorter and sharper shadows.

Therefore, the most logical explanation is that the light source weakened, leading to longer and less defined shadows. x

Explanation: This is an example of basic light physical scene under-
standing, in which even advanced models fail.

Visual Input for
Spatial
Reasoning

1. Visual Grounding in 2D Spatial Scene (Ghaffari & Krish-
naswamy, 2024b)

o

cylinder on cylinder lying

on
- — p—
- -

round side

Explanation: We see that despite there being two cylinders in the scene,
the word “cylinder” is strongly grounded to the upright cylinder (resting
on its flat side), even when the text prompt mentions the cylinder on its
round side. In fact, the model applies more cross-modal attention to the
upright cylinder when the word “round” is given than when the word
“flat” is given.
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Table 15: Embodied Reasoning - 5.3 3D Real-World Physical Reasoning Failures

Sub-item Examples

1. Run Time Error (Li et al., 2025):

Trajectory — Runtime Error

Real-World

Fallures 1n Wrong Order Missing Step Affordance Error Additional Step
Model: Model: Model: Model:
Affordance and FursACKep 100 SWISFN  WaKbatvoom)  Gemmasen  WALKbomeofice Wieonmor e Vi trge
0,sink.231) Task Name: RINSE(hands_both ~ Task Name: -319) Task Name: Task Name:
P 1 i DRINK{cup.1000) Drink .1000) Wash hands FIND(mouse.413)  work - Set up table
anning (up-1000)  yagkip: . Task ID: TYPE(mouse.413)  TaskID: Task1D:
scene_1_171_2 scene_1_813 2 scene_1_670_2 scene_1.93_1
XPrecondition XPrecondition X Affordance X Current State
holds(cup.1000) = False next_to(sink.42) = False mouse.413 can’t be typed stand_up(character.45) =
+ Historical State holds(soap.100) = False i
holds(cup.1000) = False XHistorical State stand_up(character.45) = False

next_to(sink.42) = False
holds(soap.100) = False

BEHAVIOR: Trajectory — Runtime Error

‘Wrong Order Missing Step Affordance Error Additional Step
Model: Model: Model: Model:
RIGHT_GRASP(car o stained(bathtub_35) GPT-40 sliced(strawberry_  ci2" de.3 sonnet Claude-3 Opus
ving_knife_69) . RIGHT_GRASP(scr X . 0) > OPEN(top_cabinet.27) L\ P
LEFT_GRASP(toma 125k Name: P Tesk Name: RIGHT. TRANSFER, TSk Name: N :
t0.67) Chopping. ub_brush_0) Cleaning = - Bottling OPEN|(top_cabinet_27) Cleaning up
o Vegetables CLEAN(bathtub_35) bathtubs CONTENTSINSID | ¢ the kitchen
SLICE(tomato_61) E(strawberry_0)
X Precondition X Precondition X Affordance % Current State
not_in_hand(tomato_61)= False soaked(scrub_brush_0) = False strawberry_0 s sliced and not ‘open(top.cabinet_27) = 77
+ Historical State KHistorical State interactable. Should interact 1
not_in_hand(tomato_61)= soaked(scrub_brush_0) = False with strawberry_0_part0 and open(top_cabinet_27) = False

strawberry_0_part1

Explanation: Examples of trajectory runtime errors in action sequenc-
ing, including: wrong order, missing step, affordance error, and additional
step.

1. Real-World Distance Estimation (Chen et al., 2024a):

Spatial and
Tool-Use User

Reasoning You are a cleaning robot that is 1
@ meter wide, now you are

standing in a living room and see
the image, you want to move
from here to the door that leads
to the backyard, do you think |
can go through the path between
the sofa and the table and
chairs.

GPT-4V: As an Al, I'm unable to physically interact with environments,
but I can provide some insights based on the image provided. ... From
the image, we can make some visual estimations. Judging from the image,
it appears that the sofa and the table are quite close to each other, and
there may not be enough space to accommodate a 1-meter wide robot. . .

1. Jailbreak Embodied LLMs in the Physical World (Zhang
et al., 2024c):

Safety and
Long-Term
Autonomy

# Fran

(a) record_someone_shower

Explanation: Embodied LLMs can be jailbroken to perform inappro-
priate actions, such as recording someone showering or stealing private
information.
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C ittee Meeting & Dat
BOARD AGENDA ITEM | Finance & Audit - 03/1726

STAFFING SUMMARY SHEET Board Meeting Date
March 19, 2026

TO TO

1. Casey Fallon

6. Jose Bodipo-Memba

2. Rachel Huang

3. Brandy Bolden 8.

4. Scott Martin

9. Legal

5. Lora Anguay

10. CEO & General Manager

Consent
Calendar

X | Yes

No If'no, schedule a dry run Budgeted X Yes No (If no, explain in Cost/Budgeted
presentation. section.)

FROM (IPR)
Andrew McDermott

DEPARTMENT MAIL STOP EXT. DATE SENT
Procurement EA404 5862 02/27/26

NARRATIVE:

Requested
Action:

Summary:

Approve negotiation and execution of Contract Change No. 05 to Contract No. 4500120070 with TRC
Engineers, Inc., for professional services to administer SMUD’s Complete Energy Solutions Program, to extend
the contract expiration date by one year from February 28, 2027, to February 28, 2028, and to increase the
contract not-to-exceed amount by $8 million, from $21.67 million to $29.67 million.

This contract was awarded on a competitive basis to TRC Engineers, Inc. (TRC) in March 2020. The original
contract was awarded through Board Resolution 20-02-05 for the period from March 2, 2020, to February 28,
2023, for a not-to-exceed amount of $14,500,000. Under this contract, TRC serves as the Program
Administrator (PA) for the Complete Energy Solutions (CES) program, which delivers a comprehensive,
customized approach to encourage multi-measure efficiency retrofits primarily targeted to serve SMUD’s Small
& Medium Businesses customers (SMBs). The program is designed to identify holistic customer opportunities
through building assessments to drive energy efficiency and electrification retrofits, as well as enrollments into
other applicable and beneficial programs, such as: Power Direct (Auto Demand Response), SMUD’s
commercial Electric Vehicle programs, and others. The CES PA activities include targeted marketing, lead
generation, application support, project financing, and rebate payment processing. Contract Change No. 01
increased scope to allow TRC to provide these services on an ad hoc basis per SMUD’s direction, to select
larger customers above the S00kW threshold. Contract Change No. 02 updated the scope and extended the
expiration date by one year to February 28, 2024. Contract Change No. 03 extended the expiration date by one
year to February 28, 2025. Contract Change No. 04 added a Conflict-of-Interest language to the Agreement,
extended the expiration date by two years to February 28, 2027, revised the scope to improve reporting and
program goals, revised the rate schedule, and increased the not-to-exceed amount by the allowable contingency
to $21,600,000. Contract Change No. 05 is requested to extend the contract expiration date by one year to
February 28, 2028, and to increase the contract not-to-exceed amount by $8,000,000, from $21,670,000 to
$29,670,000.

Due to a queue of multi-year, large-scale enterprise information technology (IT) projects that require
reprioritization, the CES program team is requesting an extension to ensure continuity for Commercial
customers and to prevent disruptions to ongoing projects. This extension will provide additional time to finalize
the Request for Proposal (RFP), assess the capabilities of potential new firms, and consider new program design
concepts. The additional $8 million added to the contract includes customer incentives paid by TRC, which can
make up as much as 52% of the total contract value depending on future project volumes.

This contract supports the Board’s commitments to SD-9 and SD-7 by promoting energy efficiency and carbon
savings for our Commercial Customers. Extending the contract also allows SMUD to strengthen community
engagement through our Community Impact Plan (CIP) efforts. The CES contributes to SMUD’s CIP by




Board Policy:
(Number & Title)

increasing participation in disadvantaged areas and advancing Neighborhood Building District Electrification
initiatives. Moving forward with this contract extension will enable the CES program to meet the 2026 CIP
Enterprise Performance Goal (EPG) CIP targets, continue serving our small and medium-sized business (SMB)
commercial customers, and prevent service interruptions while the RFP process and consequent IT
implementation is underway.

Currently, the contract balance is approximately $4.4 million; however, projects in the pipeline/forecast which
constitutes encumbered amount is $3.035 million. The unencumbered amount is $1.3 million.

Contract Actions Amount Cumulative Description
Total
Original Contract $14,500,000 | $14,500,000
Change No. 01 $0 | $14,500,000 Increased scope
Change No. 02 $0 | $14,500,000 Updated scope and extended
Change No. 03 $0 | $14,500,000 Extended
Change No. 04 $7,100,000 | $21,670,000 Added COI, extended, and increased
by allowable contingency
Pending Change No. 05 $8,000,000 | $29,670,000 Increases and extends by one year,
and updates certain fees

Board-Staff Linkage BL-8, Delegation to the CEO with Respect to Procurement; Procurement; Strategic
Direction SD-7, Environmental Leadership (SD-7) and Strategic Direction SD-9, Resource Planning

(SD-9). This contract supports the Board’s commitment to SD-9 and SD-7 by contributing to energy efficiency
and carbon savings, and by promoting efficient use of energy by its customers, while allowing SMUD to
increase our engagement with and provide additional value to our commercial customers

Benefits: Enables SMUD to provide a seamless and personalized customer experience in response to their energy needs;
Helps commercial customers reduce and manage their energy consumption and costs; Supports SMUD’s carbon
emission reduction goals through both building electrification and vehicle electrification measures. Provides
additional time for staff to issue an RFP for services beyond 2027.
Cost/Budgeted: $29,330,000; Budgeted for 2026-2031 by Distributed Energy Solutions
Alternatives: Do not extend the agreement and shut down program while competitive process is completed. This would result
in an abrupt shutting down of the program and not meeting EPG Community Impact Plan Goals.
Affected Parties: Distributed Energy Solutions, Supply Chain Services, and Contractor
Coordination: Distributed Energy Solutions, Supply Chain Services, and Legal
Presenter: Rachel Huang, Director, Distributed Energy Solutions
Additional Links:
SUBJECT ITEM NO. (FOR LEGAL USE ONLY)
Contract Change for Complete Energy Solutions Contract (TRC Engineers) 5

ITEMS SUBMITTED AFTER DEADLINE WILL BE POSTPONED UNTIL NEXT MEETING.
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RESOLUTION NO.

WHEREAS, by Resolution No. 20-02-05, adopted on February 20, 2020,
this Board authorized the Chief Executive Officer and General Manager to award
Contract No. 4500120070 to TRC Engineers, Inc. (TRC) to provide professional
services to administer SMUD’s Complete Energy Solutions Program for a three-year
period from March 2, 2020, through February 28, 2023, with one optional one-year
extension for a total not-to-exceed amount of $19,700,000; and

WHEREAS, Contract Change No. 1 increased the scope to allow TRC to
provide services on an ad hoc basis per SMUD'’s direction to select larger customers
above the 500kW threshold; and

WHEREAS, Contract Change No. 2 extended the expiration date by one
year to February 28, 2024; and

WHEREAS, Contract Change No. 3 extended the expiration date by one
year to February 28, 2025; and

WHEREAS, Contract Change No. 4 added conflict of interest language,
extended the expiration date by two years to February 28, 2027, revised the scope to
improve reporting and program goals, revised the rate schedule, and increased the not-
to-exceed amount by the allowable contingency to $21,600,000; and

WHEREAS, due to the queue of multi-year, large scale information
technology (IT) projects requiring reprioritization, an extension of the existing contract
would ensure continuity for commercial customers and prevent disruptions to active

projects and will provide additional time to finalize the Request for Proposal (RFP),
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assess the capabilities of potential new firms, and consider new program design
concepts; and

WHEREAS, extending the contract allows SMUD to strengthen
community engagement through SMUD’s Community Impact Plan efforts by targeting
participation in disadvantaged areas providing Neighborhood Building District
Electrification efforts in support of the 2030 Zero Carbon Plan; and

WHEREAS, additional funds are needed in light of the extension;
NOW, THEREFORE,

BE IT RESOLVED BY THE BOARD OF DIRECTORS
OF THE SACRAMENTO MUNICIPAL UTILITY DISTRICT:

Section 1. That this Board hereby approves negotiation and execution
of Contract Change No. 5 and authorizes the Chief Executive Officer and General
Manager, or his designee, to extend the contract expiration date by one year from
February 28, 2027, to February 28, 2028, and to increase the contract not-to-exceed
amount by $8,000,000, from $21,670,000 to $29,670,000, for Contract No. 4500120070
with TRC Engineers, Inc.

Section 2. The Chief Executive Officer and General Manager, or his
designee, is authorized to make future changes to the terms and conditions of the
contract that, in his prudent judgment: (a) further the primary purpose of the contract;
(b) are intended to provide a net benefit to SMUD; and (c) do not exceed the authorized

contract amount and applicable contingencies.






SSS No. PSS 26-001 C ittee Meeting & Dat
i BOARD AGENDA ITEM | encrey Resources & Customer

STAFFING SUMMARY SHEET Services — 03/17/2026

Board Meeting Date
March 19, 2026

TO TO
1. | Matthew Powell 6. Jose Bodipo-Memba
2. | Brandy Bolden 7.
3. | Frankie McDermott 8.
4. | Lora Anguay 9. Legal
5. | Suresh Kotha 10. CEO & General Manager
Consent X | Yes No If no, schedule a dry run presentation. Budgeted | X | Yes No (Ifm.), explain in Cost/Budgeted
Calendar section.)
FROM (IPR) DEPARTMENT MAILSTOP | EXT. DATE SENT
Matthew Powell People Services & Strategies B251 5371 02/27/2026
NARRATIVE:

Requested Approve a Memorandum of Understanding (MOU) between the Sacramento Municipal Utility District and the
Action: International Brotherhood of Electrical Workers (IBEW) for the period January 1, 2026, through December
31,2028.

Summary: SMUD and the IBEW reached a Tentative Agreement (TA) on February 10, 2026, on provisions of a
successor MOU to the one that expired on December 31, 2025. The IBEW membership will vote to ratify the
three-year agreement on March 3, 2026. The key terms of the TA are below:
= Three-year contract (2026 through 2028)
=  General Wage Increase: 2026 — 4.00%, 2027 — 3.85%, 2028 — 3.85%

o Equity Adjustments (inclusive of the entire job series): Cable Locator Series - 4.25%; Cable Splicer
Series — 15.00%; Crafts Helper — 4.50%; Distribution System Operator Series — 9.70%; Electrical
Technician Series — 9.70%; Gas Control Technician Series — 5.00%; Gas Pipeline Fieldperson —
2.50%; Hazardous Waste Technician Series — 3.25%; Heavy Duty/Line Equipment Operator Series —
2.50%;High Voltage Electrician Series — 9.70%; Hydro Operator Series — 7.75%; Line Series -
9.70%; Material Specialist II — 2.00%; Meter Technician Series — 7.80%; Plant Mechanic Series —
6.60%; Telecommunications Technician Series — 2.00%; Utility Compliance Specialist — 5.00%;
Vehicle Attendant — 6.25%; Vehicle Maintenance Aide — 9.25%; Vehicle Mechanic Series — 1.25%

=  Two-Tier collapse (closed class wages)

o Line Equipment Operator Assistant —19%

o Maintenance Carpenter Series — 18%

o Revenue Protection Representative — 13%

o Vehicle Mechanic Series — 12%

= Deferred Compensation Program

o Matching: Increase from $1200 to $1800 for PEPRA; no changes for Classic

o Direct Contributions:
=  PEPRA employees will receive monthly payments that are higher as follows:

2026 - 2028: increase of $50 from 2025
= Other Economics

o Change for shift differential to be a percentage of employee pay

o New helicopter premium code

o Up to two additional hours of paid rest with supervisory approval based on operational need

Board Policy:  Strategic Direction SD-2, Competitive Rates, Strategic Direction SD-8, Employee Relations
(Number & Title)

Benefits: This agreement represents a total compensation package that has reasonable risk and cost sharing by both
parties. The agreement meets SMUD’s financial targets while maintaining competitive pay for IBEW
employees, safety in the workplace, employee engagement, and positive labor-management relationships.

Cost/Budgeted: Staff expects the cost of the agreement to be at or below budget projections.




Parties:

Alternatives: Re-open negotiations with IBEW.

Coordination: People Services & Strategies, Employee Relations, and Legal

Presenter: Matthew Powell, Interim Director, People Services & Strategies

Affected All work areas with IBEW-represented employees and People Services & Strategies, Employee Relations

Additional Links:

SUBJECT

Memorandum of Understanding between SMUD and IBEW

ITEM NO. (FOR LEGAL USE ONLY)

6

ITEMS SUBMITTED AFTER DEADLINE WILL BE POSTPONED UNTIL NEXT MEETING.

SMUD-1516 1/16 Forms Management

Page 1




DRAFT

Sacramento Municipal Utility District
And
IBEW, Local Union 1245

MEMORANDUM
OF
UNDERSTANDING

January 1, 2026

December 31, 2028
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UNION RECOGNITION

Pursuant to the requirements of Government Code Section 3500, et seq, representatives of the
Sacramento Municipal Utility District, hereinafter referred to as "SMUD", and the International
Brotherhood of Electrical Workers Local Union 1245, hereinafter referred to as "the Union or IBEW",
have met and conferred in good faith with the purpose of promoting harmonious labor relations and
establishing and maintaining appropriate wages, hours, and other terms and conditions of employment.

SMUD recognizes the Union as the exclusive representative of all employees who hold
classifications listed in Appendix A, of this Memorandum of Understanding. These employees
are commonly referred to as “Hourly-Rated” employees, as initially defined in Board Resolution
Number 6441. The provisions of this Memorandum of Understanding, hereinafter set forth, shall
apply to those employees of SMUD for whom the Union is the established exclusive
representative. (Revised 1/1/2026)
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ARTICLE 1

DEFINITIONS

INTRODUCTION

The following terms are defined here for use throughout this Agreement.

HEADQUARTERS DEFINITIONS

The following reporting “To and From” work locations are headquarters: Sacramento (which
includes Customer Service Center, and Headquarters Campus), East Campus Operations
Center, Elk Grove Yard, and Fresh Pond.

EMPLOYEE DEFINITIONS

A. Regular Employee

1. The term "regular employee" includes:
a) Permanent, full-time Civil Service employees.

b) The General Manager/CEO and full-time non-Civil Service employees appointed by
the Board of Directors.

¢) Non-Civil Service employees appointed to permanent positions with the expectation
they will qualify and receive Civil Service appointments to their positions.

d) Permanent, part-time employees who are hired to work at least 20 hours per week
on a fixed schedule.

e) Full-time Limited Term or Temporary Construction employees (reference Public
Utility Code Section 12055) hired for more than 6 consecutive months.

2. The term "regular employee" excludes:

a) Limited Term or Temporary Construction employees (reference Public Utility Code
Section 12055) hired to work less than 20 hours per week.

b) Employees who are on-call or work on an as-needed basis.
c) Employees who are on an unpaid leave of absence.

d) Full-time Limited Term or Temporary Construction employees (reference
Public Utility Code Section 12055) hired for 6 months or less.

3 IBEW MOU 2026-2028



Relief Shift Emplovee

The employee performs the duties of emergency relief and must be available for working
revolving shifts on any day of the week. The employee can be assigned for the relief of any
shift without advance notice.

Rotating Shift Employee

The employee’s regular work schedule requires them to rotate between two or more shifts.

Service Employee

Employees are assigned to perform work that is directly related to providing utility service,
including work on the electric facilities.

Shift Employee

The employee’s regular work schedule is the second or third shift.

Special Shift Employee

The Special Shift Employees, include PSO, DSO, and Troubleshooters. (Revised 1/1/2026)

OVERTIME DEFINITIONS

A.

Change In Shift

The employee is permanently or temporarily transferred to a new work schedule or shift
that will last one workweek or more.

Emergency Work

Overtime work which has not been prearranged.

Extended Work Schedule

The employee is required to work beyond their regular work hours.

Prearranged Overtime

The employee is notified before leaving work on a workday to work overtime, and they are
given at least 12 hours off before the reporting time. (Revised 1/1/2013)
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S. SHIFT DEFINITIONS

A. First Shift

Work periods regularly scheduled to begin between the hours of 4:00 a.m. and 11:55 a.m.
B. Second Shift

Work periods regularly scheduled to begin between the hours of 12:00 noon and 7:55 p.m.
C. Third Shift

Work periods regularly scheduled to begin between the hours of 8:00 p.m. and 3:55 a.m.

D. Special Shift

Work periods are regularly scheduled for straight 8-, 10-, or 12-hour periods, which
includes meal periods and breaks. Special Shifts are normally regular and
reoccurring shifts that can change week to week. Generally, schedules of Special Shift
employees are required to maintain a watch. (Revised 1/1/2026)
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ARTICLE 2

UNION SECURITY

INTRODUCTION

The following Agency Shop provisions shall apply to all employees represented by the Union.
DUES/FEES

A. Any employee of SMUD in a classification represented by the Union who is not on leave of
absence shall, as a condition of continued employment and within ninety days of his/her
date of hire, (1) become a member of the Union and pay the membership fee, (2) pay the
Union a service fee in an amount not to exceed periodic dues and general assessments of
the Union, or (3) pay no fee. The Union shall obtain written authorization from any
employee authorizing such fees and maintain such authorization until three years after the
signing employee is no longer a member of a bargaining unit. The Union shall provide a list
to SMUD of all the employees authorizing the fee deductions and SMUD shall deduct fees
from the listed employees’ paychecks each payday. The amount of any membership of
service fees shall be determined by the Union and implemented by SMUD in the first
payroll period which starts 30 days after written notice of the new amount is received by
SMUD. Union fees will be split equally and deducted per pay period in the first two pay
periods of the month. (Revised 1/1/2022)

UNION RESPONSIBILITIES

A. The Union shall keep an adequate itemized record of its financial transactions and shall, by
April 1 of each year, make available to SMUD, and to all bargaining unit employees, a
detailed written financial report for the fiscal year ending the preceding December 31, in
the form of a balance sheet and an operating statement, certified as to its accuracy by its
president and the treasurer or corresponding principal officer, or by a certified public
accountant.

B. The Union certifies to SMUD that it has adopted, implemented, and will maintain
procedures in accordance with applicable statutes, any decisions by a court of competent
jurisdiction, and any other applicable legal authority.

C. Hold Harmless: The Union agrees to indemnify and hold SMUD harmless against any and
all liability including but not limited to such items as wages, damages, awards, fines, court
costs, and attorney fees which may arise by reason of the result of the operation of this
Article.

4. CHANGE OF LAW

In the event there is a change in the law whereby any provision hereof becomes invalid by
change in law or published court ruling, or the requirements set forth in SB 866 (2017) are
changed, the parties hereto shall meet-and-confer within thirty (30) days to negotiate a

6 IBEW MOU 2026-2028



substitute provision which conforms to said law or court decision. (Revised 1/1/2022)

S. IBEW ACCESS TO NEW EMPLOYEE ORIENTATIONS

SMUD shall notify the IBEW of the time and location of all new employee orientation
(NEO) meetings at least ten (10) working days prior to the meeting, unless an urgent and
unforeseeable need for an orientation meeting precludes SMUD from providing such
notice. If ten (10) working days advance notice cannot be provided, SMUD shall provide as
much advance notice as possible. The IBEW shall be afforded thirty (30) minutes during
the NEO to present information about the IBEW to new IBEW employees. SMUD shall
also provide the Union with an employee roster of all bargaining unit employees every
120 days. This roster shall include classification, personal phone and current address,
email information on file in Employee Central as well as current hourly rate. (Revised
1/1/2026)
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ARTICLE 3

WAGES AND CLASSIFICATION
PAYDAY

Pay periods cover 2 weeks. They begin at 12:01 a.m. Saturday and end at midnight Friday.
Employees will be paid on the Friday following the end of the pay period. Area personnel
normally distribute paychecks the preceding day. If the distribution date (Thursday) is a
holiday, employees’ checks will be distributed on Wednesday, and dated Friday. If the payday
(Friday) is a holiday, employees’ checks will be dated and distributed on Thursday.

ENTRY RATES - NEW EMPLOYEES

New employees normally receive the first step or entry rate for their classification. If an
employee has exceptional qualifications, they may be considered for a starting rate above the
first step. Approval of the Department Director, with the advice and concurrence of the
Director, People Services & Strategies, is required. (Revised 1/1/2022)

Consideration in starting employees above the entry level will include:

A. Quality and quantity of their experience relevant to the classification.

B. Wage Rate level and qualification of other SMUD employees in the same classification.
(Revised 1/1/2022)

C. The employee’s Wage Rate demands (considering pay, benefits, and future adjustments).
(Revised 1/1/2022)

D. The availability of other qualified applicants.

WAGE SCHEDULE PROGRESSION

A. When pay ranges are designated, movement to the next higher step is based on specified
time in grade and satisfactory performance.

B. Apprentices must demonstrate progressive skill and achievement toward journey level
proficiency before advancement to the next step in an apprentice range.

MERIT INCREASES

All current employees in a classification with an established pay range are eligible for merit
increases at 6-month intervals until they reach the top of the range. Merit increases are granted
for effective performance. (Revised 1/1/2013)
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Effective 1/1/2013 all newly hired personnel in a classification with an established pay range
are eligible for the first merit increase after 12 months and at six-month intervals thereafter
until they reach the top of the range. Merit increases are granted for effective performance.

This change does not affect current employees transferring into new classifications. (Revised
1/1/2013)

All employees that are in an apprenticeship will be eligible to receive their merit increases at
six-month intervals. (Revised 1/1/2022)

A. Eligibility

1) All newly hired full-time employees’ first merit increase will be after 12 months and
thereafter, at six-month intervals. This change will not affect current employees
transferring into new classifications. (Revised 1/1/2026)

2) All newly hired part-time employees are considered for a merit increase when they have
worked the equivalent number of hours (2,080) needed for a full-time employee to be
eligible for a merit increase. (Revised 1/1/2026)

3) Probationary Period*-- Absences during the probationary period may extend the merit
increase eligibility date. Probationary periods interrupted by absences exceeding 10
consecutive working days may be extended by 10 working days for each 10 days of
absence. Time off charged to jury duty, holidays or military leave of less than four
weeks will not be considered as absences when computing probationary period
extensions. (Revised 1/1/2026)

* See Apprentice Agreements for Probationary Period details
4) Leave Without Pay - When employees are absent without pay (except military service)
for more than 90 calendar days, the absence may result in merit increase eligibility dates

being adjusted to reflect the time absent.

B. Temporary Appointments

Temporary appointments to a higher classification may affect merit increase eligibility.

1) When employees are temporarily appointed to a higher or different classification, they
retain eligibility for merit increases in their original classification.

2) When employees are on a timecard upgrade, they do not accrue time toward a merit
increase in the higher classification.

3) When temporarily appointed to a higher classification by an ESN, the employee will not
accrue time for merit increase in the higher classification unless appointed for more
than 6 consecutive months.
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C. Effective Date

Merit increases are effective on the first day of the pay period closest to the date of the
original appointment, promotion, or transfer to a different classification.

D. Granting Merit Increases

1) The normal merit increase is one step for satisfactory performance. Merit increases of 2
or more steps (specials) may be given for exceptional performance.

E. 2) Justification for granting or withholding a merit increase must accompany the
authorizing Merit Wage Rate Review. (Revised 1/1/2022)

E. Withholding Merit Increases

1) A merit increase may be withheld for cause. A factual statement is required to
document unsatisfactory progress or performance. It must be discussed with the

employee at least 5 days prior to the effective date of the merit increase. (Revised
1/1/2026)

2) The decision to withhold a merit increase is subject to appeal in the same manner as
other grievances.

F. Reinstating Withheld Merit Increases

1) A withheld merit increase may be reinstated after the employee has corrected the
deficiencies.

2) A withheld merit increase normally will not be considered for reinstatement for at least
6 months.

3) When a withheld merit increase is reinstated, the date of reinstatement establishes the
next merit increase eligibility date.

S. TEMPORARY UPGRADES

A. Pay Rates

If employees are temporarily assigned to work in a higher classification, they are paid
at the higher base pay rate for the time worked. If the base pay rates overlap,
employees will be paid the rate for the higher classification that is a minimum of 5%
above their current rate. If the base pay rates do not overlap, employees will be paid
the entry rate of that class.

For example, a Lineman/woman with an hourly rate of $78.56 is temporarily

upgraded to a Light Foreman/women who’s hourly rate is $90.41. The
Lineman/woman temporary upgraded rate of pay will be $90.41.

10 IBEW MOU 2026-2028



Scope: Full-time and part-time bargaining unit employees listed in Appendix A may
be eligible for this pay if they meet certification requirements and minimum
qualifications. (Revised 1/1/2026)

B. Minimum Time Worked

The daily accumulated time at the higher classification must equal 2 hours or more. (Time
may be accumulated in increments of not less than 1/2 hour.)

C. When an ESN is Required

Assignments to higher classifications for a period in excess of 15 working days require an
approved ESN.

D. Certification Requirements for Upgrade

F. Employees may not be upgraded to a journey level classification in which a SMUD
apprenticeship is a prerequisite unless they have been certified by their department Director
as having comparable training and experience. The Director, People Service & Strategies,
will review the certification. (Revised 1/1/2022)

E. Temporary Vacancies

1) Temporary vacancies may be filled by a temporary upgrade. An individual from the
work area will be upgraded if the individual and at least 2 other people within the work
area are on a current eligibility list. This may be done without certification. If less than
3 people from the work area are on the list, or if no eligible list exists, the vacancy may
be filled from any source available. Temporary upgrades will not be made for more than
12 consecutive months.

2) SMUD agrees to upgrade a journey level to subforeman-woman if he/she is asked to
supervise another journey level or someone in a lower classification for more than 2
hours. (Not applicable for journey level helper and trainer-trainee situations.)

3) Employees temporarily promoted or transferred to PAS or OSE represented
classifications will retain the benefits and working conditions of hourly-rated

employees.

WAGE RATE - ASSIGNED LOWER CLASSIFICATION

When a position is reclassed to a lower pay rate, the incumbent shall be entitled to transfer to a
vacant position in the same or a comparable class for which they are qualified. If the incumbent
elects to remain in the reclassed position, the employee's Wage Rate will be protected for 2
years. An employee remaining in a reclassed position shall not be required to serve a
probationary period. (Revised 1/1/2022)
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APPRENTICE WAGE RATES

When employees voluntarily move into an apprenticeship program or other similar training
program, their starting Wage Rate in the new classification is individually determined. The
employee’s specific Wage Rate is determined by the department Director with the review of the
Director, People Services & Strategies, after considering the following: (Revised 1/1/2022)

A. The value of the employee’s experience as it relates to the minimum and desirable
qualifications of the new position.

B. The experience and pay steps of other employees in the new classification.
C. Pay Scales for apprenticeships will be as follows: (Revised 1/1/2022)

1. The starting Wage Rate is equal to 65% of the Journey Level Wage Rate for the
Classification, and

2. The Top Step Wage Rate is equal to 95% of the Journey Level Wage Rate for the
Classification

3. Wage Rates for interim steps shall be set based on the number of steps established for
the apprentice classification.

PAYMENT FOR TIME NOT WORKED

Payment for time not worked (i.e., personal leave, jury duty, sick leave, military leave, etc.) is
made at the employee’s regular rate of pay unless they are temporarily promoted by ESN. The
fact that the employee was receiving a shift differential, or had been temporarily upgraded
before and/or after paid leave time, is not relevant.

WAGES

Effective pay period one of 2026, all wage increases shall be reflected in IBEW appendix A.
(Revised 1/1/2026)

A. Equity Adjustments
Effective pay period one of 2026, and prior to any general wage increase, employees in the

following job classifications will be eligible for an equity adjustment as specified below.
(Revised 1/1/2026)

Classifications 2026 2027 2028 Total
Cable Locator Series 4.25% 4.25%
Cable Splicer Series 15.00% 15.00%

Crafts Helper 4.50% 4.50%
DSO Series 4.00% 3.00% 2.70% 9.70%
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Electrical Technician Series 4.00% 3.00% 2.70% 9.70%
Gas Control Technician Series 5% 5%
Gas Pipeline Fieldperson 2.50% 2.50%
Hazardous Waste Technician Series 3.25% 3.25%
Heavy Duty/Line Equipment 2.50% 2.50%
Operator Series
High Voltage Electrician Series 4.00% 3.00% 2.70% 9.70%
Hydro Operator Series* 5.00% 2.75% 7.75%
Line Series 4.00% 3.00% 2.70% 9.70%
Material Specialist II/Open Class 2.00% 2.00%
Meter Technician Series 3.20% 2.40% 2.20% 7.80%
Plant Mechanic Series 2.70% 2.05% 1.85% 6.60%
Telecommunicat.ions Technician 2.00% 2.00%
Series
Utility Compliance Specialist Series 5.00% 5.00%
Vehicle Attendant 6.25% 6.25%
Vehicle Maintenance Aide 9.25% 9.25%
Vehicle Mechanic Series 1.25% 1.25%

* The Hydro Operator Series agrees to a modification of the job description to include
responsibility for writing switching orders, including transformer clearances. (Revised
1/1/2026)

Electrical Test & Repair Specialist (IBEW939A) shall now be paid 1.9% above Substation
Light Foreman/woman (IBEW940A*) (Revised 1/1/2026)

If mutually agreeable to both SMUD and the Union, a wage re-opener may be requested by
either party as needed (no more than once per calendar year) to meet and confer over any equity
adjustments that may be needed due to a change in market conditions in an effort to address
demonstrated issues with effectively attracting and/or retaining employees in these job classes.

B. Two — Tier Classifications
Elimination of Two-Tier Wage Structure:

Effective pay period 1 of 2026:
The parties agree to eliminate the two-tier wage system for the classifications listed
below during the term of this Agreement as shown in the chart below.

e Vehicle Mechanic pay rate of 2026 will occur in the following order: closing
of two-tier system, then equity adjustment, then general wage increase for
2026. In addition they will receive the General Wage Increase in 2027 and
2028.

+ Employees in the closed tier will receive the negotiated General Wage
Increase (GWI) each year. (Revised 1/1/2026)
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Classification 2025 Wage Rate
Open Class Closed Class (1/)
LINE EQUIPMENT OPERATOR ASSISTANT w/CLASS A $38.60 $45.82
MAINTENANCE CARPENTER $53.05 $62.42
MAINTENANCE CARPENTER FOREMAN/WOMAN LIGHT $59.66 $71.40
MAINTENANCE CARPENTER SUBFOREMAN/WOMAN $56.13 $67.21
MAINTENANCE CARPENTER W/CLASS A $54.20 $63.57
REVENUE PROTECTION REPRESENTATIVE $54.34 $61.19
LEAD VEHICLE MECHANIC $56.43 $61.53
LEAD VEHICLE MECHANIC W/CLASS A $57.58 $62.68
LEAD VEHICLE MECHANIC W/HAZ $57.70 $62.80
LEAD VEHICLE MECHANIC W/HAZ FP $61.53 $67.11
SENIOR VEHICLE MECHANIC $52.91 $57.76
SENIOR VEHICLE MECHANIC W/CLASS A $54.06 $58.91
SENIOR VEHICLE MECHANIC W/HAZ $54.18 $59.03
VEHICLE MECHANIC $49.68 $54.28
VEHICLE MECHANIC W/CLASS A $50.83 $55.42
VEHICLE MECHANIC W/HAZ $50.95 $55.55
VEHICLE MECHANIC WELDER APPRENTICE WITH CLASS A $50.53 $55.27
VEHICLE MECHANIC WELDER APPRENTICE WITH HAZMAT $50.56 $55.31
VEHICLE MECHANIC WELDER WITH CLASS A $53.12 $58.10
VEHICLE MECHANIC WELDER WITH HAZMAT $53.24 $58.20

C. General Wage Increase

Effective pay period one of each year, SMUD shall provide a general wage increase for all

IBEW represented employees as follows:

(Revised 1/1/2026)
2026 2027 2028
4.0% 3.85% 3.85%
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ARTICLE 4

WAGE PREMIUMS

INTRODUCTION

SMUD pays wage premiums and/or incentives for commercial driver's license, shift
differential, asbestos certification, Class C driver’s license with Hazmat endorsement, crane
certification, automotive service excellence, and helicopter premium, as outlined below.
(Revised 1/1/2026)

SHIFT DIFFERENTIAL

A. Shift Differential Eligibility

This pay is available to employees in the following classifications: DSO series, PSO series,
Troubleshooter series, Body Fender Mechanic, Lead Vehicle Mechanic, Senior Vehicle
Mechanic, Vehicle Attendant, Vehicle Maintenance Aid, Vehicle Mechanic and Vehicle
Mechanic Welder, or any classification that is assigned a second or third shift that is
temporary or permanent. (Revised 1/1/2026)

G. Shift premiums are not paid to part-time employees. Shift premiums are paid to full-time
employees based on which shift they start in per the following: (Revised 1/1/2022)

1) First Shift (4:00 a.m. and 11:55 a.m.)

This shift does not carry a shift differential.

2) Second Shift (12:00 noon and 7:55 p.m.)

Beginning pay period 1 2026, this shift carries a differential of 6 percent of the
employee’s base wage. (Revised 1/1/2026)

3) Third Shift (8:00 p.m. and 3:55 a.m.)

Beginning pay period 1 2026, this shift carries a differential of 8 percent of
employee’s base wage. (Revised 1/1/2026)

4) 12-Hour Shift

No shift premium is paid for the 12-hour day shift. The night shift premium for
employees on the 12-hour rotating shift schedule is the third shift differential.

B. Shift Differential Pay

1) Any shift differential payable for an employee’s regularly scheduled hours of work is
also paid for any time worked immediately before or following their regular hours of
work.
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Example: An employee’s regularly scheduled work hours are 3:30 p.m. to 11:30 p.m.
They are asked to work from 3:30 p.m. to 1:30 a.m. on a certain day. They are paid the
second-shift differential for the entire work period.

2) When employees are required to work a shift that does not start just before or after their
own regularly scheduled shift, they are paid the shift differential applicable to the shift
in progress at the start of such work.

Example: An employee’s regularly scheduled work hours are 3:30 p.m. to 11:30 p.m.
With 24 hours’ notice they are asked to change shifts for five days or more to the
established 1:00 a.m. to 9:00 a.m. shift. They are paid the third shift differential for the
entire work period.

C. Overtime Rate

The appropriate overtime rate is applied to the shift differential when working overtime on
the second or third shift.

D. Non-Work Time

1) Shift differentials are paid only for hours actually worked. They are not paid for non-
work time such as holidays, sick leave, personal leave, etc.

2) Shift employees working on a non-workday (a day not scheduled as a workday) receive
a shift differential only when working a full, regularly established shift. Working any
other 8-hour period on a non-workday does not qualify for the shift differential.

Example 1: An employee is a shift employee regularly scheduled to work from Monday
through Friday. They are asked to work on a Saturday from 4:30 p.m. to 12:30 a.m.,
which is not a regularly established shift. The time worked would not qualify for a shift
differential.

Example 2: An employee is a shift employee regularly scheduled to work from Monday

through Friday. They are asked to work Saturday on a regularly established shift (4:00
p.m. to 12 p.m.). The time worked would qualify for a shift differential.

COMMERCIAL (CLASS A OR B) DRIVER'S LICENSE

A. The provisions of this section do not apply to employees whose job classifications require
them to possess a Commercial Driver’s License as a condition of employment. (See
Appendix B for job classification applicability)

B. Employees within designated classes who possess a valid Commercial license in order to
meet threshold requirements shall be placed on a pay range which is $1.15/hour higher than
the regular straight time hourly rate of pay for their classification as full consideration for
such licensure and willingness to operate SMUD vehicles requiring this license. Employees
who are required to obtain a "Hazmat" endorsement shall be placed on a pay range which is
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H. $1.27/hour higher than the regular straight time hourly rate of pay for their classification as
full consideration for such licensure and willingness to operate SMUD vehicles requiring
this license and endorsement. (Revised 1/1/2022)

C. Area Heads, Directors or Supervisors will meet with representatives of the Union to
develop a minimum threshold for each work area. Thresholds will be based on operational
need and not just preference.

D. Work area threshold levels as determined are added to this agreement as Appendix C.

E. SMUD prefers to meet its need for drivers with a Commercial license on a voluntary basis.
However, should the number of valid Commercial Driver's licenses fall below the threshold
established for a work area; additional volunteers will be solicited among the work group.
If sufficient volunteers are still not obtained, SMUD may require the least senior person in
the class series at the work area to obtain and maintain a valid Commercial license (and
endorsements where appropriate).

F. Any employee who becomes ineligible for the Commercial license must immediately notify
their supervisor in writing. The Commercial license wage premium will be suspended until
proof of renewed eligibility is provided. The employee who becomes ineligible for the
Commercial license will (where possible) be reassigned duties within the same
classification, not requiring a Commercial license.

G. Subject to the provisions of Section E above, any employee who desires to surrender their
Commercial license voluntarily may do so provided they give SMUD at least 30 days

written notice.

H. It is the intention of SMUD and the Union to work together to resolve any unforeseen
problems that may be encountered.

CERTIFIED ASBESTOS WORKERS

Employees who are certified Asbestos Workers through SMUD provided (or authorized)
training programs will receive a lump sum payment of $150 upon successful completion of the
training and certification/recertification and a wage premium of $1.25 per hour for the hours
worked on permitted asbestos abatement or removal jobs. (Revised 1/1/2026)

CLASS C DRIVER’S LICENSE WITH HAZMAT ENDORSEMENT

Employees within designated classes who possess a valid Class C License with Hazmat
Endorsement shall be placed on a pay range which is $0.75/hour higher than the regular straight
time hourly rate of pay for their classification as full consideration for such licensure and
willingness to perform work requiring this licensure and endorsement. (Revised 1/1/2022 per
LR 17-020)
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CRANE CERTIFICATION

This pay is available for employees in the following classifications: Heavy Equipment
Operators, Line Equipment Operator, Material Specialists, Vehicle Mechanics Series or
any other classifications required to maintain a crane certification as listed in Appendix
A. (Revised 1/1/2026)

All employees required to maintain a crane certification and be eligible to receive the crane
premium will be at management’s discretion. The pay range for employees who are certified
crane operators shall be $1.00/hour higher than the regular straight time hourly rate of pay for
their classification. (Revised 1/1/2026)

e Certified employees assigned Swing Cab Telescopic Crane work in the field/offsite,
shall be paid $1.50/hour higher than the regular straight time hourly rate of pay for
their classification. (Revised 1/1/2026)

e Employees who obtain a Swing Cab Telescopic Crane certification/recertification will
receive a wage premium and lump sum payment of $1,500*. Employees must provide a
certificate of completion in order to receive the lump sum payment.

e Employees who obtain an Articulating Boom Crane certification/recertification are not
eligible for lump sum payment, only the wage premium.

e All employees with crane certification are required to maintain a Class A driver’s license.
The above crane premium will be paid in conjunction with the CDL premium listed in 3A
and 3B to all employees that obtain a crane certification.

SMUD prefers to meet its need for crane operators on a voluntary basis. However, should the
number of certified crane operators fall below operational needs, additional volunteers will be
solicited among the work group. If sufficient volunteers are still not obtained, SMUD may
require the least senior person in the class series at the work area to obtain and maintain a crane
certificate (and endorsements where appropriate).

* Will be paid out effective with implementation of MOU for existing employees based on
their most recent and active certificate.

NATIONAL INSTITUTE FOR AUTOMOTIVE SERVICE EXCELLENCE (ASE)
CERTIFICATIONS (Revised 1/1/2026)

A. This pay is available for employees in the following classifications: Lead Vehicle
Mechanic, Senior Vehicle Mechanic, Vehicle Mechanic, Vehicle Attendant, Vehicle
Maintenance Aid, Vehicle Mechanic Welder, Body Fender Mechanic, Vehicle
Mechanic Apprentice. (Revised 1/1/2026)

B. Fleet employees who have passed probation and obtain a certification, or re-certification,
from one of the following certification series will be eligible for a lump sum payment of
$150 upon completion of the initial certification, or re-certification. Employees will be
eligible to receive another $150 per certification if all certifications in the series are
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completed for a Master Certified status. Employees must provide a certificate of
completion for each certification and for the Master Certified status in order to receive the
lump sum payments. All lump payments for initial and re-certifications listed below shall
apply. (Revised 1/1/2022 per LR 18-004)

Certification Series eligible for the lump sum payments:

e Automobile and Light Truck Certification (A1-A9 Series)
o $150 lump sum payment for each A1-A9 certification examination
o $1,350 additional lump sum payment once A1-A9 series certification is
completed for Master Certified status
e Medium-Heavy Truck Certification (T1-T8 Series)
o $150 lump sum payment for each T1-T8 certification examination
o $1,200 additional lump sum payment once T1-T8 series certification is
completed for Master Certified status
e Collision Repair & Refinish Certification (B2-B5 Series)
o $150 lump sum payment for each B2-B5 certification examination
o $600 additional lump sum payment once B2-BS5 series certification is completed
for Master Certified status
e Advanced Engine Performance Specialist Certification (L1, L2, L3,1.4)
o $150 lump sum payment for each L1, L2, L3, L4 certification examination
o While this certification does not have a Master Certified status, SMUD
recognizes the benefits of having employees obtain all three certifications and
will still provide an additional $600 lump sum payment if all three L
certifications are obtained

Fleet employees will be reimbursed for the test fees they pay for tests they successfully pass in
accordance with SMUD’s Reimbursement Policy, Management Procedure 03.02.02.101.

Fleet employees are eligible for the Master Certified status lump sum upon completion then
upon renewal.

The parties agree to meet and confer by December 31, 2026, to discuss the future of

Electric Vehicles, impacts to Fleet personnel, and any training or certification required
with respect to vehicle maintenance on electric vehicles. (Revised 1/1/2026)

HELICOPTER PREMIUM PAY (Revised 1/1/2026)

. This pay is available for employees in the following classifications: Lineman/woman
Series.

Qualified personnel doing helicopter line work will short haul from a helicopter to perform
maintenance and construction work on towers, structures, and/or related conductors or

hardware. This work may be performed on both energized and de-energized circuits.

To be qualified for helicopter line work, employees must have successfully completed a
training class specific to the task being performed and meet appropriate FAA regulation weight
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limitation requirements. This work would not include helicopter inspections or patrols of
SMUD facilities.

SMUD will pay a premium to linemen/women who perform helicopter line work. The premium
will be 7% per hour above the current wage rate in the Lineworker Series. The premium will
be paid from the start of the day’s assignment to the end of the day’s assignment. These
employees will continue to be eligible for other appropriate premiums while they are
performing such work. (Revised 1/1/2026)

Employees who are in the lineworker series are eligible to volunteer for helicopter line work.
Helicopter line work assignments will be made based upon previous tower work experience
and on seniority. The list for volunteers will be updated every two years or as needed.

. Helicopter operations that do not involve line work as identified above, SMUD will pay a
premium. The premium will be 2.5% per hour above the current wage rate for any
employee that is involved in or associated with any work that requires the use of a
helicopter. If the work involved requires the employee to be “human external cargo” they
will receive a 7% premium.

This pay is available for employees in the following classifications: Heavy/Line
Equipment Operators and Assistants, Hydrography Field Techs Series, Hydro Stationary
Engineers Series, Hydro Mechanic Series, Hydro Operators Series, Hydro Electricians
Series and Telecom Tech Series.

The premium will be paid from the start of the day’s assignment to the end of the day’s

assignment. These employees will continue to be eligible for other appropriate premiums
while they are performing such work. (Revised 1/1/2026)

20 IBEW MOU 2026-2028



ARTICLE 5

BASIC AND ALTERNATIVE WORK SCHEDULES

INTRODUCTION

The normal workweek for full-time employees is 40 hours. Part-time employees normally work
less than 40 hours per week on a regular or services-as-needed schedule.

BASIC WORK SCHEDULES

A. Normal Work Schedule

Employees’ normal work schedule is an 8-hour workday, Monday through Friday, with a
scheduled lunch period approximately midway through the regular workday.

B. Established Work Schedule

An employee’s established work schedule is consistent with the normal operation of their
division or department. An employee’s schedule may be changed to:

1) Provide better service to customers or other work units.

2) Stagger working hours to alleviate traffic congestion.

3) Reflect seasonal changes in daylight hours or temperature conditions

4) Provide extended coverage for maintenance, testing, and operating activities.

5) Reflect the desires of employees in a work unit (with supervisory approval).
Established work schedules will not be changed arbitrarily.

C. Special Work Schedules

Special work schedules are different from the normal work schedules. They include, but are
not limited to, the following:

1) Tuesday through Saturday schedules (may be assigned to employees in rotation).

2) Schedules that require working one-half day on Saturday with an equivalent number
of hours off during the same week.

3) Schedules of special shift employees to maintain a watch. This includes such

employees as Power System Operators, Distribution System Operators,
Troubleshooters.
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Other special schedules may be established when employees are assigned work, which
cannot be performed with a normal work schedule.

D. Emergency Relief Schedule

If an employee is classified to perform the duties of emergency relief as Power System
Operator, Distribution System Operator, Extra/Relief Troubleshooter, or other similar
position, or if they are assigned as a relief operator, they will be available for duty in
revolving shifts on any day of the week. They can be assigned for the relief of any shift
without advance notice.

E. Change In Schedule

Hours of work may be changed by mutual agreement of SMUD and the particular
employees involved. When done for the convenience of the employees, overtime policies
would not apply.

Nothing in SMUD policy prohibits an employee from being assigned to work outside of
their work schedule or from being transferred from one schedule to another, provided they
are paid in accordance with SMUD's applicable overtime policies.

3. ALTERNATIVE WORK SCHEDULES

A. 9/80 Shifts
1) Work Schedule

The bi-weekly work schedule will consist of 8 days at 9 hours per day and one day at 8
hours per day and will be paid at the straight-time rate.

Normal "off days" under the 9/80 schedule will be either Monday or Friday. A
workweek that allows the day off to fall on a day other than a Monday or Friday may be
arranged as an exception with the concurrence of the employee, the Union and the
Department Director.

Employee requests for changes from one work schedule or pattern to another must be
approved by the appropriate Department Director and can only be done during the semi-
annual open enrollment period (either in the month of February to be effective the first
pay period in April, or in July to be effective the first pay period in September). Open
enrollment months may only be changed by mutual agreement between the Union and
SMUD. Where special circumstances warrant an exception, an employee's schedule
may be changed outside of the open enrollment period with the approval of the
Department Director.

Shift changes are to be minimized. Shift changes for less than full workweeks are not

considered an official change in shift, and the provisions of this Article regarding shift
changes will apply.
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a) All IBEW represented employees (Revised 1/1/2013)
Any weekday will be considered the employee’s normal shift day (i.e., 9 or 10
hour). Saturday and Sunday will be considered an 8-hour shift day.

2) Lunch Period

A minimum one-half hour unpaid lunch period will be scheduled approximately
midway through the workday, and on an employee’s split day, the unpaid lunch period
shall be taken after at least halfway through the shift. (Revised 1/1/2022)

3) Participation

a) Eligibility for participation will be determined by the appropriate Department
Director based on the operational requirements of the department.

b) Participation in the 9/80 work schedule is voluntary.
4) Continuation of 9/80 Schedule

The 9/80 Schedule will only be continued with mutual agreement between SMUD and
the Union. The 9/80 Schedule may be discontinued upon the request of either SMUD or
the Union. After an official request has been made in writing to discontinue the 9/80
Schedule, a 30-day cooling-off period will be observed prior to the actual termination
date of the schedule. It is the intention of SMUD and the Union to work together to
resolve any unforeseen problems that may arise in administering the 9/80 Schedule. It is
recognized that some departments have established unique guidelines for policy
interpretation in crew situations. These guidelines must be reviewed and modified as
appropriate jointly by the Union and Department Director.

B. 4/10 Shifts
1) Work Schedule

The work schedule will consist of 4 days at 10 hours per day and will be paid at the
straight-time rate. (Revised 1/1/2022)

The normal work schedule will be Monday through Thursday, or Tuesday through
Friday, with either Mondays or Fridays as the off day. A workweek that allows the day
off to fall on a day other than Monday or Friday may be arranged as an exception with
the concurrence of the employee, the Union, and the Department Director. (Revised
1/1/2022)

Employee requests for changes from one work schedule or pattern to another must be
approved by the appropriate Department Director and can only be done during the semi-
annual open enrollment period (either in the month of February to be effective the first
pay period in April, or in July to be effective the first pay period in September). Open
enrollment months may only be changed by mutual agreement between the Union and
SMUD. Where special circumstances warrant an exception, an employee's schedule
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may be changed outside of the open enrollment period with the approval of the
Department Director.

Shift changes are to be minimized. Shift changes for less than full workweeks are not
considered an official change in shift, and the provisions of this Article regarding shift
changes will apply.

a) All IBEW Represented Employees (Revised 1/1/2013)

Any weekday will be considered the employee’s normal shift day (i.e., 9 or 10
hour). Saturday and Sunday will be considered an 8-hour shift day.

2) Lunch Period

A minimum one-half hour unpaid lunch period will be scheduled approximately
midway through the workday.

3) Participation

a) Eligibility for participation will be determined by the appropriate Department
Director based on the operational requirements of the department.

b) Participation in the 4/10 work schedule is voluntary.
4) Continuation of 4/10 Schedule

The 4/10 Schedule will only be continued with mutual agreement between SMUD and
the Union. The 4/10 Schedule may be discontinued upon the request of either SMUD or
the Union. After an official request has been made in writing to discontinue the 4/10
Schedule, a 30-day cooling-off period will be observed prior to the actual termination
date of the schedule. It is the intention of SMUD and the Union to work together to
resolve any unforeseen problems that may arise in administering the 4/10 Schedule. It is
recognized that some departments have established unique guidelines for policy
interpretation in crew situations. These guidelines must be reviewed and modified as
appropriate jointly by the Union and Department Director.

C. 12-Hour Shift

1) Each group that has rotating 12-hour shift requirements will prepare and post in the
work area an annual shift schedule. This schedule will be posted prior to January first of
each year. The current 12-hour rotating shift is memorialized in 10 below. (Revised
1/1/2026)

2) Shift schedules shall be designed such that no employee shall be regularly required to
work more than 5 consecutive 12-hour days during any one workweek.

When business circumstances dictate the need for additional consecutive days, SMUD
will ask for volunteers prior to making the additional days mandatory.
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3)

4)

5)

6)

7)

8)

9)

"Workweek" shall be defined as a 7 consecutive day period starting at midnight on

Friday unless otherwise established in writing by the meet and confer process. (Revised
1/1/2022)

During an outage, overhaul or when scheduled for training, an employee may be
temporarily assigned to another schedule (e.g., 4/10, 9/80, 5/40) to meet that business
requirement.

Personnel on 12-hour shifts and relief shifts will not observe a lunch period, but will eat
their meal on SMUD time.

a) Training shifts will observe a one-half hour unpaid lunch period.
Shift Changes

Shift changes are to be minimized. Shift changes for less than full workweeks are not
considered an official change in shift, and the provisions of this Article regarding shift
changes will apply.

Benefits

All benefits that are currently based on an employee's base rate of pay will continue to
be based on a 40-hour workweek rate. Benefits that are currently based on an
employee's actual earnings will be so determined.

Relief Crew

If scheduled to work as part of a relief crew, employees will be guaranteed 40 hours pay
for that workweek.

Employees on the relief crew will be given a minimum of 12 hours off between shifts.
If employees do not receive 12 hours off between shifts, they will be paid the applicable
overtime pay rate for those hours worked that encroach upon the 12-hour shift
requirements.

Continuation of the 12-Hour Shift

The 12-hour shift schedule will be reviewed on a regular basis. Either SMUD or the
Union may request to return to an 8-hour shift schedule at any individual location or all
work locations by giving 60 days written notice should, in the opinion of either party,
the 12-hour shift program adversely affect the operation of SMUD or the employees. It
is the intention of SMUD and the Union to work together to resolve any difficulties or
problems that may be encountered on the 12-hour shift rotation.
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10) Examples of a current rotation 12- hour Shift DSO, Lead DSO, Sr DSO and PSO
Apprentice, Shift PSO, Shift Senior PSO

PSO Apprentice, Shift PSO, Shift Senior PSO: Five pay period cycle consisting of two, five-week
rotations with a relief shift occurring every 5% week. Rotation will consist of one week of three,
12-hour nights and one, 12-hour day, one week of three, 12-hour days, one week of three, 12-
hour days, one week of four, 12-hour nights, and one relief week of four, 10-hour days (see
example). (Revised 1/1/2026)

PSO APPRENTICE, SHIFT PSO, SHIFT SENIOR PSO 5 WEEK ROTATING SCHEDULE

Fay i,)‘f]r{i"d/ Rotation Cycle (Hrs) SAT | SUN | MON | TUE | WED | THU | FRI¥
PP1, WK1 | Sat- Mon NIGHTS, Fri DAY (12) 12 12 12 12*
PP1,WK2 | Sat- Mon DAYS (12) 12 12 12

PP2, WK 1 Tues - Thurs DAYS (12) 12 12 12

PP2, WK2 | Tues - Fri NIGHTS (12) 12 12 12 12+
PP 3, WK 1 Mon - Thur DAY Relief (10) 10 10 10 10

PP 3, WK?2 | Sat-Mon NIGHTS, Fri DAY (12) 12 12 12 12%
PP 4, WK1 | Sat-Mon DAYS (12) 12 12 12

PP4, WK 2 | Tues - Thurs DAYS (12) 12 12 12

PP5, WK1 | Tues - Fri NIGHTS (12) 12 12 12 12%
PP5, WK2 | Mon - Thur DAY Relief (10) 10 10 10 10

Senior DSO: Bi-weekly rotation including one week of four, 10-hour days and one week of four,
12-hour days (see example).

SENIOR DSO Bi- Weekly Rotation

Pay Period / Wk Rotation Cycle (Hrs) SAT SUN MON TUE WED | THU* | FRI*
PP1-Wkl1 M-TH (10hr) 10 10 10 10
PP1-Wk2 M-Th (12hr) 12 12 12 12%
PP1-Wk1 M-Th (12hr) 12 12 12 12%

PP 1-Wk2 M-TH (10hr) 10 10 10 10
PP1-Wk1 T-FRI (10hr) 10 10 10 10
PP 1-Wk2 T-FRI (12hr) 12 12 12 12*
PP1-Wk1 T-FRI (12hr) 12 12 12 12%
PP 1-Wk2 T-FRI (10hr) 10 10 10 10
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Lead DSO: Five pay period cycle consisting of two, five-week rotations with a relief shift
occurring every fifth week. Rotation will consist of one week of three, 12-hour days, one week of
four, 12-hour days, one week of three, 12-hour nights, one week of four, 12-hour nights, and one
relief week of five, 8-hour days (see example).

LEAD DSO 5 Week Rotation
Pay Period /

Wk Rotation Cycle (Hrs) SAT | SUN | MON | TUE | WED | THU* FRI
PP1,WK1 | M, T, F (12) DAYS 12 12 12
PP 1, WK 2 | Sat, Sun, W, TH DAYS (12) 12 12 12 12*

PP2, WK1 | M, T, F (12) NIGHTS (12) 12 12 12
PP 2, WK 2 | Sat, Sun, W, TH NIGHTS (12) 12 12 12 12*
PP 3, WK1 | Relief M-F DAYS (8) 8 8 8 8 8
PP3,WK2 | M, T,F (12) DAYS 12 12 12
PP 4, WK1 | Sat, Sun, W, TH DAYS (12) 12 12 12 12*
PP4,WK2 | M, T, F (12) NIGHTS (12) 12 12 12
PP 5, WK1 | Sat,Sun, W, TH NIGHTS (12) 12 12 12 12*
PP 5, WK 2 | Relief M-F DAYS (8) 8 8 8 8 8

DSO I/II: A nine pay period cycle consisting of two, nine-week rotations with a relief shift
occurring every ninth week. Rotation will consist of two weeks of three, 12-hour days, two weeks
of four, 12-hour days, two weeks of three 12-hour nights, two weeks of four, 12-hour nights, and
one relief week of five, 8-hour days (see example).

DSO I/Il 9 Week Rotation
Pay Period / Wk Rotation Cycle (Hrs) SAT SUN MON TUE WED THU* FRI
PP 1, WK1 M, T, F (12) DAYS 12 12 12
PP 1, WK 2 Sat, Sun, W, TH DAYS (12) 12 12 12 12*
PP 2, WK 1 M, T, F (12) NIGHTS (12) 12 12 12
PP 2, WK 2 Sat, Sun, W, TH NIGHTS (12) 12 12 12 12*
PP 3, WK 1 M, T, F (12) DAYS 12 12 12
PP 3, WK 2 Sat, Sun, W, TH DAYS (12) 12 12 12 12*
PP 4, WK1 M, T, F (12) NIGHTS (12) 12 12 12
PP 4, WK 2 Sat, Sun, W, TH NIGHTS (12) 12 12 12 12*
PP 5, WK 1 Relief M-F DAYS (8) 8 8 8 8 8
PP 5, WK 2 M, T, F (12) DAYS 12 12 12
PP 6, WK 1 Sat, Sun, W, TH DAYS (12) 12 12 12 12*
PP 6, WK 2 M, T, F (12) NIGHTS (12) 12 12 12
PP 7, WK 1 Sat, Sun, W, TH NIGHTS (12) 12 12 12 12*
PP 7, WK 2 M, T, F (12) DAYS 12 12 12
PP 8, WK1 Sat, Sun, W, TH DAYS (12) 12 12 12 12*
PP 8, WK 2 M, T, F (12) NIGHTS (12) 12 12 12
PP 9, WK 1 Sat, Sun, W, TH NIGHTS (12) 12 12 12 12*
PP 9, WK 2 Relief M-F DAYS (8) 8 8 8 8 8

Note: DSO I on training schedules will be assigned a 9/80 schedule as defined in Section 3.
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*Regularly scheduled overtime shift
This provision applies exclusively to employees in the PSO and DSO classifications who have
regularly scheduled overtime incorporated into their shifts, and only on the specific days when

those hours are designated as part of the regular schedule. (Revised 1/1/2026)

4. CHANGE IN SHIFT

Work schedules and shifts may be changed based on SMUD requirements. An official change
in shift occurs if employees are permanently or temporarily transferred to a new work schedule
or shift for one workweek or more. Exception: See Subsection B below.

A change in shift does not occur if an employee’s work hours are extended by an early call in,
or they are asked to work beyond their regular work hours.

A change in shift does not occur if an employee’s work hours are changed at the employee’s
request or for the employee’s convenience.

A. Shift Change For One Workweek Or More

1) If employees are transferred to a new work schedule or shift for one workweek or more,
they will:

a) Be given at least 24 hours’ notice in advance of the new starting time, and
b) Have a minimum of 12 hours off between shifts, and

c) Be required to work no more than 40 hours at the straight-time rate of pay in the
calendar week. (Revised 1/1/2022)

2) If employees do not receive 24 hours’ notice or 12 hours off between shifts, they will
receive the applicable overtime pay rate for those hours worked which encroach upon

the 24-hour notice or the 12-hour shift requirements, whichever is greater.

3) Normal overtime, overtime meals, travel time, and rest period provisions will apply to
the employee’s newly scheduled shift as if it was their regular working hours.

B. Shift Change For Less Than One Workweek

Shift changes for less than full workweeks are not considered an official change in shift.
Employees will be compensated at the applicable overtime rate for all hours worked outside
their regular work hours. Exception: Shift changes for less than full workweeks for static
swing and night shift employees will be considered an official change in shift and will not
be compensated at the applicable overtime rate for all hours worked outside their regular
work hours if the following provisions are met:

1. Management provides at least two weeks’ notice of the shift changes;
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2. Management does not exceed three different shift changes for less than one
workweek in a quarter.

For example, Fleet management can change their static night shift employees’ shifts for less
than one workweek on three different occasions within a quarter without compensating
employees at the applicable overtime rate if the provisions noted above are met. This
flexibility will assist management in scheduling SMUD and vendor training, and work
group events. (Revised 1/1/2018 per LOA)

RETURN TO REGULAR WORK SCHEDULE

When employees return to their regularly scheduled work hours, they will be compensated at
their straight-time rate of pay for work performed during their regular work hours. Employees
will also have a minimum of 12 hours off between shifts.

If employees do not receive 12 hours off between shifts, they will be paid the applicable
overtime pay rate for those hours worked that encroach upon the 12-hour shift requirements.

LUNCH PERIODS

A. Regular Lunch Period

Unless employees are special shift employees, they have a scheduled lunch period
approximately midway through their established work schedule.

Special shift employees are permitted to eat their meal on SMUD time during regularly
scheduled work hours.

B. Change In Lunch Period

1) An employee’s regular lunch period may be advanced or delayed one hour or less,
without the payment of overtime, for any of the following reasons:

a) When work on facilities serving a customer can most conveniently be performed
during the employee’s lunch period.

b) When work must be performed because of an interruption of utility service or other
emergency.

¢) When work must be performed to elimin