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Appendix A: Companies’ Financial Exposure to Texas

Company Texas Financial Exposure

AEP 10% of 2020 earnings
CenterPoint Not available
Exelon 6% of 2020 revenue
NRG 72% of 2020 revenue
PNM 25% of 2020 revenue
Sempra 15% of 2020 earnings
Vistra 81% of 2020 earnings
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Appendix B: Companies’ TCFD Reporting

Company
AEP

Alignment with TCFD Framework
Releases a stand-alone TCFD mapping report

CenterPoint

Does not release a TCFD report; does include TCFD-
aligned section in its sustainability report; does not
mention TCFD in its 2021 10-K

Includes TCFD-aligned section in its corporate

Exelon sustainability report
NRG Releases a stand-alone TCFD mapping report
PNM Releases a stand-alone TCFD mapping report
Sempra Includes TCFD-aIi_gneq gection in its corporate
sustainability report
Vs Releases a stand-alone climate report aligned with the

TCFD
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Appendix C: Comparison of Companies’ 2020 and 2021 10-Ks!

AEP
AEP is subject to physical and financial risks associated with climate change (Page 42 of 2021 10-K)

Climate change creates physical and financial risk. Physical risks from climate change may include an
increase in sea level and changes in weather conditions, such as changes in precipitation and extreme
weather events, such as fires. Customers’ energy needs vary with weather conditions, primarily
temperature and humidity. For residential customers, heating and cooling represent their largest energy
use. To the extent weather conditions are affected by climate change, customers’ energy use could
increase or decrease depending on the duration and magnitude of the changes. Increased energy use due
to weather changes may require AEP to invest in additional generating assets, transmission and other
infrastructure to serve increased load. Decreased energy use due to weather changes may affect financial
condition through decreased revenues. Extreme weather conditions in general require more system
backup, adding to costs, and can contribute to increased system stress, including service interruptions.
Weather conditions outside of the AEP service territory could also have an impact on revenues. AEP buys
and sells electricity depending upon system needs and market opportunities. Extreme weather conditions
creating high energy demand on AEP’s own and/or other systems may raise electricity pricesas AEP
buys short-term energy to serve AEP’s own system, which would increase the cost of energy AEP
provides to customers. Severe weather and weather-related events impact AEP’s service territories,
primarily when thunderstorms, tornadoes, hurricanes, fires, floods and snow or ice storms occur. To the
extent the frequency and intensity of extreme weather events and storms increase, AEP’s cost of
providing service will increase, including the costs and the availability of procuring insurance related to
such impacts, and these costs may not be recoverable. Changes in precipitation resulting in droughts,
water shortages or floods could adversely affect operations, principally the fossil fuel generating units. A
negative impact to water supplies due to long-term drought conditions or severe flooding could adversely
impact AEP’s ability to provide electricity to customers, as well as increase the price they pay for energy.
AEP may not recover all costs related to mitigating these physical and financial risks. To the extent
climate change impacts a region’s economic health, it may also impact revenues. AEP’s financial
performance is tied to the health of the regional economies AEP serves. The price of energy, as a factor in
aregion’s cost of living as well as an important input into the cost of goods and services, has an impact
on the economic health of the communities within the AEP System.

Seasonality (Page 24 of 2021 10-K)

The consumption of electric power is generally seasonal. In many parts of the country, demand for power
peaks during the hot summer months, with market prices also peaking at that time. In other areas, power
demand peaks during the winter. The pattem of this fluctuation may change due to the nature and location
of AEP’s facilities and the terms of power sale contracts into which AEP enters. In addition, AEP has
historically sold less power, and consequently earned less income, when weather conditions are milder.
Unusually mild weather in the future could diminish AEP’s results of operations. Conversely, unusually
extreme weather conditions could increase AEP’s results of operations.

Seasonality (Page 26 of 2021 10-K)

1 This comparison focuses on physical risk information in companies’2010and 2011 10-Ks. This information was
compiled and aggregated across multiple sections of each companies’ 10-Ks. Companies’ discussions of the
February 2021 Crisis were excluded from this comparison because they generally appeared in 2021 10-Ks as
separate sub-sections.
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The delivery of electric power is generally seasonal. In many parts of the country, demand for power
peaks during the hot summer months. In other areas, power demand peaks during the winter months. The
pattern of this fluctuation may change due to the nature and location of AEP’s transmission and
distribution facilities. In addition, AEP transmission and distribution has historically delivered less power,
and consequently earned less income, when weather conditions are milder. In Texas, andto a lesser
extent, in Ohio, where there is residential decoupling, unusually mild weather in the future could diminish
AEP’s results of operations. Conversely, unusually extreme weather conditions could increase AEP’s
results of operations.

CenterPoint
Global Climate Change (Page 15 of 2021 10-K)

To the extent climate changes may occur and such climate changes result in warmer temperatures in the
Registrants’ or Enable’s service territories, financial results from the Registrants’ and Enable’s businesses
could be adversely impacted. For example, CenterPoint Energy’s and CERC’s NGBNatural Gas could be
adversely affected through lower natural gas sales and Enable’s natural gas gathering, processing and
transportation and crude oil gathering businesses could experience lower revenues. On the other hand,
warmer temperatures in CenterPoint Energy’s and Houston Electric’s electric service territory may
increase revenues from transmission and distribution and generation through increased demand for
electricity for cooling. Another possible result of climate change is more frequent and more severe
weather events, such as hurricanes-e+, tornadoes and flooding. Since many of the Registrants’ facilities
are located along or near the Gulf Coast, increased or more severe hurricanes or tornadoes could increase
costs to repair damaged facilities and restore service to customers. When the Registrants cannot deliver
electricity or natural gas to customers, or customers cannot receive services, the Registrants’ financial
results can be impacted by lost revenues, and they generally must seek approval from regulators to
recover restoration costs. To the extent the Registrants are unable to recover those costs, or if higher rates
resulting from recovery of such costs result in reduced demand for services, the Registrants’ future
financial results may be adversely impacted.

Disruptions at power generation facilities owned by third parties or directives issued by regulatory
authorities could interrupt Houston Electric’s sales of transmission and distribution services and
adversely affect its reputation, results of operations, financial condition and cash flows (Page 24 of 2021
10-K)

Houston Electric transmitsand distributes to customers of REPs electric power that the REPs obtain from
power generation facilities owned by th|rd partres Houston Electric does not own or operate any power
generation facilities. = =

February 2021, the Texas electrrc system experienced an unprecedented power shortage due to extreme
winter weather conditions. The state’s power generation fell short of demand, resulting in significant
electricity outages across Texas, including in Houston Electric’s service territory. See Note 22 to the
consolidated financial statements for further information on the February 2021 Winter Storm Event. If
power generation is disrupted or if power generation capacity is inadequate or if ERCOT issues directives
to TDUs (such as Houston Electric) to implement controlled outages, both of which recently occurred
during the February 2021 Winter Weather Event, Houston Electric’s sales of transmission and distribution
services may be diminished orinterrupted, and its reputation, results of operations, financial condition
and cash flows could be adversely affected.

Our revenues and results of operations are seasonal (Page 32 of 2021 10-K)
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A significant portion of Houston Electric’s revenues is derived from rates that it collects from each REP
based on the amount of electricity it delivers on behalf of such REP. Similarly, Indiana Electric’s
revenues are derived from rates it charges its customers to provide electricity. Natural Gas’ revenues are
primarily derived from natural gas sales. Conseguently, Houston Electric’s-and, Indiana Electric’s and
Natural Gas’ revenues and results of operations are subject to seasonality, weather conditions and other
changes in electricity and natural gas usage, as applicable. Houston Electric’s revenues are generally
higher during the warmer months. As in certain past years, unusually mild weather in the warmer months
could diminish Houston Electric’s results of operations and harm its financial condition. Conversely, as in
certain past years, extreme warm weather conditions could increase Houston Electric’s results of
operations in a manner that would not likely be annually recurring. A significant portion of Indiana
Electric’s sales are for space heating and cooling. Consequently, as in certain past years, Indiana
Electric’s results of operations may be adversely affected by warmer-than-normal heating season weather
or colder-than-normal cooling season weather, while more extreme seasonal weather conditions could
increase Indiana Electric’s results of operations in a manner that would not likely be annually recurring,

Fe\*eﬁbtes—bemq Natural Gas revenues are customarlly hlgher during the wmter months. Asin certaln past
years, unusually mild weather in the winter months could diminish esrNatural Gas’ results of operations
and harm ewrits financial condition. Conversely, as occurred in certain past years, extreme cold weather
conditions could increase eurits results of operations in a manner that would not likely be annually
recurring. For information related to our weather hedges, see Note 9(a) to the consolidated financial
statements.

Climate changes could adversely impact financial results from our businesses and result in more frequent
and more severe weather events that could adversely affect our results of operations (Page 32 of 2021 10-
K)

A changing climate creates uncertainty and could result in broad changes, both physical and financial in
nature, to our service territories. If climate changes occur that result in warmer temperatures in our service
territories, financial results from our ard-Enable’s-businesses could be adversely impacted. For example,
NGDNatu raI Gas could be adversely affected through Iower natural gas Sa—les—arﬂd—Eﬁab-l%s—ﬂ-aﬂi—Pa-l—g&S

FESASREOSL sag Another p055|ble result of cllmate change ismore frequent and more severe Weather
events, such as hurricanes, tornadoes or severe winter weather conditions, including ice storms. Since
manycertain of our facilities are located along or near the Gulf Coast, increased or more severe hurricanes
or tornadoes could increase our costs to repair damaged facilities and restore service to our customers. For
example, in 2020, eight named storms occurred along the Gulf Coast. Of these eight storms, we
experienced four named hurricanes in our service territories, which impacted our Natural Gas facilities.
Our electric and Natural Gas operations in our services territories were impacted due to the February 2021
Winter Storm Event. For further information on the February 2021 Winter Storm Event, see Note 22 to
the consolidated financial statements and “—The February 2021 Winter Storm Event has caused severe
disruptionsto our customers and our markets in certain of our jurisdictions and could have a material
adverse impact to our financial condition, results of operations, cash flows and liquidity” above. When we
cannot deliver electricity or natural gas to customers or our customers cannot receive our services, our
financial results can be impacted by lost revenues, and we generally must seek approval from regulators
to recover restoration costs. To the extent we are unable to recover those costs, or if higher rates resulting
from our recovery of such costs result in reduced demand for our services, our future financial results may
be adversely impacted. Any such decreased energy use may also require us to retire current infrastructure
that is no longer needed. Further, we may be subject to climate change lawsuits, which could result in
substantial penalties or damages.
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Factors Influencing Our Businesses and Industry Trends (Page 46 of 2021 10-K)

Performance of the Heusten-Electric F&DB-reportable segment and the Natural Gas-Bistribution reportable
segment is significantly influenced by energy usage per customer, which is significantly impacted by
weather conditions. For Houston Electric, revenues are generally higher during the warmer months when
more electricity is used for cooling purposes. Ee+CEREC s NGB For Indiana Electric, a significant portion
of its sales are for space heating and cooling. Consequently, as in certain past years, Indiana Electric’s
results of operations may be adversely affected by warmer-than-normal heating season weather or colder-
than-normal cooling season weather. For CERC’s Natural Gas, demand for natural gas for heating
purposes is generally higher in the colder months. Therefore, we compare our results on a weather
adjustedweatheradjusted basis. In 26492020, the Houston area experienced weather that was eloser
tewarmer than normal compared to 20182019. Although the summer months;particearh-Augustand
S(-:npterrweetL were somewhat hotter than normal tmswa&eﬁset—drurmgtthe FOrRaperr e e ot dho e

highe warmer than normal temperature

tarted early in

e*peneneed—m—%@#ﬂ%a&eeeu#ed—t&rgety%ete#emeane#&we%ﬁer heyearwnh aretemt&mere
normalweatherin2018-our-NGBmild winter. Our Natural Gas service territories experienced warmer

weather in 2019-inalareas-exeept2020 than it has since 2017. Historically, both CenterPoint Energy’s
TDU and CERC’s Natural Gas have utilized weather hedges to help reduce the impact of mild weather on
their financial results. CenterPoint Energy’s TDU and CERC’s Natural Gas entered into a weather hedge
for the 2019-2020 winter heating season in Texas where no weather normalization mechanisms exist. In
CERC’s non-Texas jurisdictions, weather normalization mechanisms or decoupling in the Minnesota
division help to mitigate the impact of abnormal weather on our financial results.

The Registrants could be negatively affected by the impacts of weather (Page 35 of 2021 10-K)

Weather conditions directly influence the demand for electricity and natural gas and affect the price of
energy commodities. Temperatures above normal levels in the summer tend to increase summer cooling
electricity demand and revenues, and temperatures below normal levels in the winter tend to increase
winter heating electricity and gas demand and revenues. Moderate temperatures adversely affect the usage
of energy and resulting revenues at PECO, DPL Delaware, and ACE. Due to revenue decoupling, BGE,
Pepco, and DPL Maryland recognize revenues at MDPSC and DCPSC-approved levels per customer,
regardless of what actual distribution volumes are for a billing period and are not affected by actual
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weather with the exception of major storms. ComEd’s customer rates are adjusted to eliminate the
favorable and unfavorable impacts of weather and customer usage patterns on distribution revenue.
Extreme weather conditions or damage resulting from storms could stress the Utility Registrants'
transmission and distribution systems, communication systems, and technology, resulting in increased
maintenance and capital costs and limiting each company’s ability to meet peak customer demand. First
and third quarter financial results, in particular, are substantially dependent on weather conditions, and
could make period comparisons less relevant. Generation’s operations are also affected by weather, which
affects demand for electricity as well as operating conditions. To the extent that weather is warmer in the
summer or colder in the winter than assumed, Generation could require greater resources to meet its
contractual commitments. Extreme weather conditions or storms could affect the availability of
generation and its transmission, limiting Generation’s ability to source or send power to where it is sold.
In addition, drought-like conditions limiting water usage could impact Generation’s ability to run certain
generating assets at full capacity. These conditions, which cannot be accurately predicted, could cause
Generation to seek additional capacity at a time when wholesale markets are tight or to seek to sell excess
capacity at a time when markets are weak. Climate change projections suggest increases to summer
temperature and humidity trends, as well as more erratic precipitation and storm patterns over the long-
term in the areas where Registrants have generation, transmission, and distribution assets. The frequency
in which weather conditions emerge outside the current expected climate norms could contribute to
weather-related impacts discussed above.

The Registrants are subject to risks associated with climate change (Page 41 of 2021 10-K)

Reqlstrants perlodlcally perform analyses to better understand how cllmate chanqe could affect their
facilities and operations. The Registrants primarily operate in the Midwest and East Coast of the United
States, areas that historically have been prone to various types of severe weather events, such that the
Registrants have well--developed response and recovery programs based on these historical events. St
d—rsmpt-ten—er—fat—lu—r—eHowever the Re glstrants phys1cal facilities could be placed at greater risk of electric

d-lstnbutren—systemsdamaqe should chanqes in the eventqlobal cllmate |m|oact temperatu re and Weather
patterns, resulting in more intense, frequent and extreme weather events, unprecedented levels of a
hurricanetornado-precipitation, sea level rise, increased surface water temperatures, and/or other severe
weathereventerotherwise-couldpreventeffects. Inaddition, changes to the climate may impact levels
and patterns of demand for energy and related services, which could affect Registrants’ operations. Over
time, the Registrants may need to make additional investments to protect facilities from eperatingtheir
businessin-therormalcoursephysical climate-related risks and/or adapt to changes in operational
requirements as a result of climate change.

Natural disasters, war, acts and threats of terrorism, pandemic, and other significant events could
negatively impact the Registrants’ results of operations, their ability to raise capital and their future
growth (Page 44 of 2021 10-K)

Generation’s fleet of power plants and the Utility Registrants' distribution and transmission infrastructures
could be affected by natural disasters and extreme weather events, which could result in increased costs,
including supply chain costs. An extreme weather event within the Registrants’ service areas can also
directly affect their capital assets, causing disruption in service to customers due to downed wires and
poles or damage to other operating equipment. Natural disasters and other significant events increase the
risk to Generation that the NRC or other regulatory or legislative bodies could change the laws or
regulations governing, among other things, operations, maintenance, licensed lives, decommissioning,
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SNF storage, insurance, emergency planning, security, and environmental and radiological matters. In
addition, natural disasters could affect the availability of a secure and economical supply of water in some
locations, which is essential for Generation’s continued operation, particularly the cooling of generating
units.

Results of Operations—PECO (Page 91 of 2021 10-K)

The demand for electricity and natural gas is affected by weather conditions. With respect to the electric
business, very warm weather in summer months and, with respect to the electric and natural gas
businesses, very cold weather in winter months are referred to as “favorable weather conditions” because
these weather conditions result in increased deliveries of electricity and natural gas. Conversely, mild
weather reduces demand. For the year ended December 31, 26492020 compared to the same period in
2018 RNFwas-2019, Operating revenues related to weather decreased bydue to the impact of unfavorable
weather conditions in PECQO's service territory.

NRG
Seasonality and Price Volatility (Page 17 of 2021 10-K)

The sale of electric power to retail customers is a seasonal business with the demand for power generally
peaking during the summer months. In connection with the acquisition of Direct Energy, the Company
acquired a large natural gas customer portfolio, which generally experiences peak demand during the
winter months. As a result, net working capital requirements for the Company's retail operations generally
increase during summer and winter months along with the higher revenues, and then decline during off-
peak months. Weather may impact operating results and extreme weather conditions could have a
material impact. The rates charged to retail customers may be impacted by fluctuations in total power
prices and market dynamics, such as the price of natural gas, transmission constraints, competitor actions,
and changes in market heat rates. Annual and quarterly operating results of the Company's generation
portfolio can be significantly affected by weather and energy commodity price volatility. Significant other
events, such as the demand for natural gas, interruptions in fuel supply infrastructure and relative levels of
hydroelectric capacity can increase seasonal fuel and power price volatility. The preceding factors related
to seasonality and price volatility are fairly uniform across the regions in which the Company operates-

Volatile power and gas supply costs and demand for power and gas could adversely affect the financial
performance of NRG's retail operations (Page 29 of 2021 10-K)

The retat-businessesCompany's earnings and cash flows could also be adversely affected in any period in
which its customers' actual usage of electricity or gas significantly varies from the forecasted usage,
which could occur due to, among other factors, weather events, changes in usage patterns, competition
and economic conditions.

NRG's businesses are subject to physical, market and economic risks relating to potential effects of
climate change, and policies at the national, regional and state levels to regulate GHG emissions and
mitigate climate change could adversely impact NRG's results of operations, financial condition and cash
flows (Page 37 of 2021 10-K)

Fluctuations in weather and other environmental conditions, including temperature and precipitation
levels, may affect consumer demand for electricity- or natural gas. In addition, the potential physical
effects of climate change, such as increased frequency and severity of storms, floodsand other climatic
events, could disrupt NRG's operations and supply chain, and cause therit to incur significant costs in
preparing for or responding to these effects. These or other metesrslegical-changes in climate could lead
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to increased operating costs; or capital expenses-erpowerpurchase-costs.. NRG's-commercialand
residential customers may also experience the potential physical impacts of climate change and may incur
significant costs in preparing for or responding to these efforts, including increasing the mix and
resiliency of theirenergy solutions and supply. Hazards customary to the power production industry
include the potential for unusual weather conditions, which could affect fuel pricing and availability, the
Company'sroute to market or access to customers, i.e., transmission and distribution lines, transportation
and delivery, orcritical plant assets. The contribution of climate change to the frequency or intensity of
weather-related events could affect NRG's operations and planning process. Climate change could also
affect the availability of a secure and economical supply of water in some locations, which is essential for
the continued operation of NRG's generation plants. NRG monitors water risk carefully. If itis
determined that a water supply risk exists that could impact projected generation levels at any plant risk
mitigation efforts are identified and evaluated for implementation.

Business Environment (Page 48 of 2021 10-K)

Weather conditions in the regions of the U.S. in which NRG does business influence the Company's
financial results. Weather conditions can affect the supply and demand for electricity and fuels and may
also impact the availability of the Company's generating assets. Changes in energy supply and demand
may impact the price of these energy commodities in both the spot and forward markets, which may
affect the Company's results in any given period. Typically, demand for and the price of electricity is
higher in the summer and the winter seasons, when temperatures are more extreme. The demand for and
price of natural gas is also generally higher in the winter. However, all regions of the U.S. typically do not
experience extreme weather conditions at the same time, thus NRG's operations are typically not exposed
to the effects of extreme weather in all parts of its business at once. A significant portion of the
Company's business is located within Texas, and extreme weather conditions occurring in Texas may
have a material impact on the Company's financial position.

PNM
Natural Gas (Page A-9 of 2021 10-K)

The natural gas used as fuel for the electric generating plants is procured on the open market and
delivered by third-party transportation providers. The supply of natural gas can be subject to disruptions
due to extreme weather events and/or pipeline or facility outages. PNM has contracted for firm gas
transmission capacity to minimize the potential for disruptions due to extreme weather events. Certain of
PNM’s natural gas plants are generally used as peaking resources that are highly relied upon during
seasonally high load periods and/or during periods of extreme weather, which also may be the times

natural gas has the hlghest demand from other users. P—NM—HehaneeemtsrratewaLgaege%ratmg
~Substantially all of

PNM S natural gas costs are recovered through the FPPAC.

The impact of wildfires could negatively affect PNM’s and TNMP's results of operations (Page A-19 of
2021 10-K)

PNM and TNMP have large networks of electric transmission and distribution facilities. Weather
conditions in the U.S. Southwest region and Texas vary and could contribute to wildfires in or near
PNM’s and TNMP’s service territories. PNM and TNMP take proactive steps to mitigate wildfire risk.
However, wildfire risk is always presentand PNM and TNMP could be held liable for damages incurred
as a result of wildfires caused, or allegedly caused, by their transmission and distribution systems. In
addition, wildfires could cause damage to PNM’s and TNMP’s assets that could result in loss of service
to customers or make it difficult to supply power in sufficient quantities to meet customer needs. These
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events could have negative impacts on the Company’s financial position, results of operations, and cash
flows.

The operating results of PNMR and its operating subsidiaries are seasonal and are affected by weather
conditions, including regional drought (Page A-20 of 2021 10-K)

Electric generation, transmission, and distribution are generally seasonal businesses that vary with the
demand for power. With power consumption typically peaking during the hot summer months, revenues
traditionally peak during that period. As a result, quarterly operating results of PNMR and its operating
subsidiaries vary throughout the year. In addition, PNMR and its operating subsidiaries have historically
had lower revenues resulting in lower earnings when weather conditions are milder. Unusually mild
weather in the future could reduce the revenues, net earnings, and cash flows of the Company.

. ants: Drought conditions in New
Mex1co espe01ally in the “four corners” region, Where SJ GS and Four Corners are located, may affect the
water supply for PNM’s generating plants.- If inadequate precipitation occurs in the watershed that
supplies that region, PNM may have to decrease generation at these plants. Thiswould require PNM to
purchase power to serve customersand/or reduce the ability to sell excess power on the wholesale market
and reduce revenues. Drought conditions or actions taken by the court system, regulators, or legislators
could limit PNM’s supply of water, which would adversely impact PNM’s business. Although SIGS and
Four Corners participate in voluntary shortage sharing agreements with tribes and other water users in the
“four corners” region, PNM cannot be certain these contracts will be enforceable in the event of a major
drought or that it will be able to renew these contracts in the future.

TNMP’s service areas are exposed to extreme weather, including high winds, drought, flooding, ice
storms, and periodic hurricanes. Extreme weather conditions, particularly high winds and severe
thunderstorms, also occur periodically in PNM’s service areas. These severe weather events can
physically damage facilities owned by TNMP and PNM. Any such occurrence both disrupts the ability to
deliver energy and increases costs. Extreme weather can also reduce customers’ usage and demand for
energy or could result in the Company incurring obligations to third parties related to such events. These
factors could negatively impact results of operationsand cash flows.

Business Focus (Page A-38 of 2021 10-K)

With reliability being the primary role of a transmission and distribution service provider in Texas’
deregulated market, TNMP continues to focus on keeping end-users updated about interruptions and to

encourage consumer preparatron when severe weather is forecasted MAH—gHet—ZGH—HHmeaneHawey

denat-lensThls summer, TNMP provided a 33 person team for two Weeks in su pport of another utlllty that
experienced significant damage to their transmission and distribution system as a result of Hurricane
Laura.

Other Climate Change Risks (Page A-57 of 2021 10-K)

PNM’s generating stations are located in the arid southwest. Access to water for cooling for some of these
facilities is critical to continued operations. Forecasts for the impacts of climate change on water supply
in the southwest range from reduced precipitation to changes in the timing of precipitation. In either case,
PNM’s generating facilities requiring water for cooling will need to mitigate the impacts of climate
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change through adaptive measures. Current measures employed by PNM generating stations such as air
cooling, use of grey water, improved reservoir operations, and shortage sharing arrangements with other
water users will continue to be important to sustain operations.

PNM’s service areas occasionally experience periodic high winds and severe thunderstorms. TNMP has
operations in the Gulf Coast area of Texas, which experiences periodic hurricanes and other extreme
weather conditions. In addition to potentially causing physical damage to Company-owned facilities,
which disrupts the ability to transmit and/or distribute energy, weather and other events of nature can
temporarily reduce customers’ usage and demand for energy. In addition, other events influenced by
climate change, such as wildfires, could disrupt Company operations or result in third-party claims
against the Company.

Sempra

Severe weather conditions, natural disasters, pandemics, accidents, equipment failures, explosions or
acts of terrorism could materially adversely affect our businesses, financial condition, results of
operations, cash flows and/or prospects (Page 37 of 2021 10-K)

Like other majorindustrialcapital intensive businesses, our facilities-eurs and infrastructure may be
damaged by severe weather conditions; and natural disasters such as fires, earthquakes, tornadoes,
hurricanes, other storms, tsunamis, heat waves, rising sea levels, floods, mudslides, drought, solar events
and electromagnetic events; pandemics; accidents;; equipment failures;; explosions; or acts of terrorism,
vandalism, war or criminality. Because we are in the business of using, storing, transporting and
disposing of highly flammable and explosive materials, as well as radioactive materials, and operating
highly energized equipment, the risks such incidents may pose to our facilities and infrastructure, as well
as the risks to the surrounding communities for which we could be held responsible, are substantially
greater than the risks such incidents may pose to a typical business. The facilities and infrastructure that
we own or in which we have interests that may be subject to such incidents include, butare-rothmited
teamong others: = natural gas, propane and ethane pipelines, storage and compressor facilities = electric
transmission-and, distribution and battery storage equipment = power generation plants, including
renewable energy and natural gas-fired generation = marine and inland ethane and liquid fuels, LNG; and
LPG facilities, terminals and storage = nuclear power facilities; and nuclear fuel and nuclear waste storage
facilities (through SDG&E’s-20% minority interest in SONGS, which is currently being decommissioned)
Such incidents could result in severe business disruptions;; prolonged power outages;; property damage,
injuries or loss of life; for which our businesses could be liable; significant decreases in revenues and
earnings;; and/or other significant additional coststo us, including as a result of higher maintenance costs
or restoration expenses, amounts to compensate third parties, and requlatory fines, penalties and
disallowances. For our requlated utilities, these liabilities or increased costs may not be recoverable in

rates. Such incidents that do not directly affect our facilities may impact our business partners, supply
chains and transportation, which could negatively impact construction projects and our ability to provide
natu raI gas and electr|C|ty to ourcustomers

maﬂaeHhaL&FretepFesemlypess#ﬂe%eeFemepMoreover Weather related |nC|dents have become more

prevalent, unpredictable and severe as a result of climate change or other factors, and we are currently in
the midst of a severe global pandemic, any of which could have a greater impact on our businesses than is
currently anticipated and, for our requlated utilities, rates may not be adequately or timely adjusted to
reflect any suchincreased impact. Any such incident could have a material adverse effect on our
businesses, financial condition, results of operations, cash flows and/or prospects. Depending on the
nature and location of the facilities and infrastructure affected, any such incident also could cause
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catastrophic fires; natural gas, natural gas odorant, propane or ethane leaks; releases of other GHG
emissions; radioactive releases; explosions, spills or other significant damage to natural resources or
property belonging to third parties; or personal injuries, health impacts or fatalities:, or could presenta
nuisance to impacted communities. Any of these consequences could lead to significant claims against us.
In some cases, we may be liable for damages even though we are not at fault, such as in cases wherein
which the doctrine of inverse condemnation applies. We discuss how the application of this doctrine in
Californiaimposesstrict liability on aan electric utility whose equipment is determined to be a cause of a
fire (meaning the utility may be found Ilable regardless of fault) below undel‘“RlSkS Related to the
California Utilities — , , B
e&t&s&eph}ewﬂéﬁfeﬁn—ﬁﬁemeetelmeeylomranonal RlSkS ” Insurance coverage may srgnrflcantly
increase in cost or become prohibitively expensive, may be disputed by the insurers, or may become
unavailable for certain of these risks or at sufficient levels, and any insurance proceeds we receive may be
insufficient to cover our losses or liabilities due to the existence of limitations, exclusions, high
deductibles, failure to comply with procedural requirements, and other factors, which could materially
adversely affect our businesses, financial condition, results of operations, cash flows and/or prospects, as
well as the trading prices of our common stock, preferred stock and debt securities.




The California Utilities are subject to risks arising from the operation, maintenance and upgrade of their
natural gasand electricity infrastructure and information technology systems, which, if they materialize,

could materially and adversely affect Sempra Energy’s and the California Utilities’ financial results
(Page 44 of 2021 10-K).

The California Utilities own and operate electric transmission and distribution facilities and natural gas
transmission, distribution and storage facilities, which are, in many cases, interconnected and/or managed
by information technology systems. FheEven though the California Utilities undertake substantial capital
mvestment prOJects to construct replace malntaln improve and upgrade these facilities and systems-but
; na-even-oncecompleted, there is a risk of, among
other things, potentlal breakdown or fallure of equ |pment or processes due to aglng infrastructure and
information technology systems, human error in operations or maintenance, shortages of or delays in
obtaining equipment, material and labor, operational restrictions resulting from environmental
reqmrements and governmental |ntervent|ons and performance beIow expected Ievels—tnaddttren—as

andd%rbuﬂondelwery—system& and these risks could be ampllfled whlle capltal mvestment pr0|ects are
in process. Because our transmission facilities are interconnected with those of third parties, the operation

of our facilities could also be adversely affected by vrexpected-orunecontreHable-events occurring on the
systems of such third parties, some of which may be unanticipated or uncontrollable by us. Additional
risks associated with the ability of the California Utilities to safely and reliably operate, maintain,
improve and upgrade their facilities and systems, many of which are beyond the California Utilities’
control, include==chalengesassociated-with-meeting, among others: = failure to meet customer demand
for natural gas and/or electricity-thatresulisinrcustomer, curtailments, controlled/ or uncontrolled gas
outages, or gas surges back into homes; that could cause serious personal injury or loss of life; = a
prolonged widespread electrical black-out that results in damage to the Califomia Utilities” equipment or

damage to property owned by customers or other third partIeS—'—m&deqaa{%emergeﬂey—pfep&Fedﬂess

hazardous or tOXIC substances |nto the a|r water or soil, |nclud|ng gas Ieaks #em severe weather events

or natural gas-pipehnes-orstoragefactlities:and=disasters, pandemics, or attacks by third parties;

nrelueing such as cyber-attacks, acts of terrorism, vandalism or war-, the effects of which we discuss
above under “Risks Related to All Sempra Energy Businesses — Operational Risks” = inadequate
emergency preparedness plans and the failure to respond effectively to catastrophic events that could lead
to public or employee harm or extended outages. The occurrence of any of these events could affect
demand for natural gas or electricity;, cause unplanned outages;, damage the California Utilities” assets
and/or operations;, damage the assets and/or operations of third parties on which the California Utilities
rer,l damage property owned by customers orothers,l and cause personal in Jury or death. A&aresult—the

- Any such events could materlally adversely affect Sernpra Energy’s and
one or both of the California Utilities’ financial condition, cash flows and/or results of operations.

Wildfires in California pose a significant risk to the California Utilities’ (particularly SDG&E’s) and

Sempra Energy’s business, financial condition, results of operations and/or cash flows (Page 45 of 2020
10-K)

In 2020, California experienced some of the largest wildfires (measured by acres burned) in its history.
Frequent and more severe drought conditions, inconsistent and extreme swings in precipitation, changes
in vegetation caused by these precipitation swings or other factors, unseasonably warm temperatures, very
low humidity and stronger winds have increased the degreeduration of the wildfire season and the
intensity and prevalence of wildfiresin California, including in SDG&E’s and SoCalGas’ service
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territories, which-could-place third-party-property-and-our-and have made these wildfires increasingly

difficult to predict and contain. Changing weather patterns, including as a result of climate change, could
cause these conditionsto become even more extreme and unpredictable. These wildfires could place
third-party property and the California Utilities’ electric and natural gas infrastructure in jeopardy and
reduce the availability of hydroelectric generators—Fhis-, and these wildfires and the associated weather

conditions could result in temporary power shortages in SDG&E sand SoCalGas’ service terrltorles

ether—habﬂmes— In addltlon the%tateet—@ahiem&has—beensubjeeneJmusmgshemgessuehthat

eertath-certain of California’s local land use policies and forestry management practices have been
relaxed ir-eertaincasesto allow for the construction and development of residential and commercial
projectsin hlgh-—rlsk fire areas that may not have the lnfrastructure or contlngency plans necessary to
address ! —S0 A : . 35V

eeutd—damageeue@eetneand%atuﬁgasmtastmetemrmsem%h+wndﬂre rlsks WhICh could Iead to

mcreased DeAse

e#eetthlrd party clalms and greater Iosses for WhICh SDG&E or SoCaIGas may be Ilable We dISCUSS the
effects wildfires or other natu ral disasters could have onour busmesses ﬁmner&l—eenehtren—r:equrtee#

eaused—byeer—eqmpment—and Sempra Energy S aﬁd—t-he—@ahfém—l—a—U—%t—l—es—bUSlneSS flnanC|aI condltlon
results of operations;-Heuieitys-ang- and/or cash flows, in this risk factor below and above under “Risks
Related to All Sempra Energy Businesses — Operational Risks.”

Although we spend significant resources on measures designed to mitigate wildfire risks, there is no
assurance that these measures will be successful or effective in reducing our wildfire-related losses or that
their costs will be fully recoverable in rates. The California Utilities are required by applicable California
law to submit annual wildfire mitigation plans for approval by the Wildfire Safety Division of the CPUC
and could be subject to increased risks if these plans are not approved in a timely manner and fines or
penalties for any failure to comply with the approved plans. One of our wildfire mitigation tools is to de-
energize certain of our facilities when weather conditions become extreme and there is elevated wildfire
ignition risk, in an effort to help mitigate this safety risk to the public. Such “public safety power
shutoffs” have been subject to significant scrutiny by various stakeholders, including customers,
regulators and law makers, that could lead to legislation or rulemaking that increases the risk of penalties
and liability for damages associated with these events. Such costs may not be recoverable in rates.
Unrecoverable costs, adverse legislation or rulemaking, scrutiny by key stakeholders or other negative
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effects associated with wildfire mitigation efforts could materially adversely affect Sempra Energy’s and

SDG&E’s financial condition, cash flows eeuld-be-materialhy-atfected-and/or results of operations.

Vistra
Seasonality (Page 9 of 2021 10-K)

The demand for and market prices of electricity and natural gas are affected by weather. As a result, our
operating results are impacted by extreme or sustained weather conditions and may fluctuate ona

seasonal basis. Typically, demand for and the price of electricity is higher in the summer and winter
seasons, when the temperatures are more extreme, and the demand for and price of natural gas is also
generally higher in the winter. More severe weather conditions such as heat waves or extreme winter

Weather have made, and may make such fluctuatlons more pronounced #e%ever—net—alrl-regmn&ef—the

e*pesed—te%heeﬂeetseﬁa@mmeweathw%%eﬁts—btﬂnessatenee The pattern of thls

fluctuation may change depending on, among other things, the retail load served and the terms of
contracts to purchase or sell electricity-

Our revenues, results of operations and operating cash flows generally are affected by price fluctuations
in the wholesale power market and other market factors beyond our control (Page 22 of 2021 10-K)

Extreme weather events can also materially impact power prices or otherwise exacerbate conditions or
circumstances that result in volatility of power prices. For example, in February 2021, the U.S.
experienced winter storm Uri and extreme cold temperatures in the central U.S., including Texas. This
severe weather event substantially increased the demand for natural gas used in our electric power
generation business, and the cold further limited the availability of renewable generation across the region

contributing to extremely high market prices for natural gas and electricity, which resulted in substantial
increases in the costs to procure sufficient fuel supply and increased collateral posting requirements. See
"We may be materially and adversely affected by the effects of extreme weather conditions and
seasonality" and ltem 7. Management's Discussion and Analysis of Financial Condition and Results of
Operations for additional discussion about the expected impacts of extreme weather, including the winter
storm.

We may be materially and adversely affected by the effects of extreme weather conditions and seasonality
(Page 43 of 2021 10-K)

We may be materially affected by weather conditions and our businesses may fluctuate substantially ona
seasonal basis as the weather changes. In addition, we eould-beare subject to the effects of extreme
weather conditions, including sustained or extreme cold or hot temperatures, hurricanes, floods, storms,
fires, earthquakes or other natural disasters, which could stress our generation facilities and grid
reliability, limit our ability to procure adequate fuel supply, or result in outages, damage or destroy our
assets and result in casualty losses that are not ultimately offset by insurance proceeds, and could require
increased capital expenditures or maintenance costs, including supply chain costs. Moreover, an extreme
weather event could cause disruption in service to customers due to downed wires and poles or damage to
other operating equipment, which could result in us foregoing sales of electricity and lost revenue.
Similarly, anrcertain extreme weather event-rightevents have previously affected, and may in the future,
affect, the availability of generation and transmission capacity, limiting our ability to source or deliver
power where itis needed or limit our ability to source fuel for our plants-, including due to damage to rail
or natural gas pipeline infrastructure).. Additionally, extreme weather has resulted, and may in the future
result, in (i) unexpected increases in customer load, requiring our retail operation to procure additional
electricity suppliesat wholesale prices in excess of customer sales prices for electricity—Fhese, (ii) the
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failure of equipment at our generation facilities, (iii) a decrease in the availability of, or increases in the
cost of, fuel sources, including natural gas, diesel and coal, or (iv) unpredictable curtailment of c ustomer
load by the applicable ISO/RTO in order to maintain grid reliability, resulting in the realization of lower
wholesale prices or retail customer sales. See Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations for a discussion of the expected impacts of winter storm Uri.
Additionally, climate change may produce changes in weather or other environmental conditions,
including temperature or precipitation levels, and thus may impact consumer demand for electricity. In
addition, the potential physical effects of climate change, such as increased frequency and severity of
storms, floods, and other climatic events, could disrupt our operations and cause us to incur significant
costs to prepare for or respond to these effects. Weather conditions, which cannot be reliably predicted,
could have adverse consequences by requiring us to seek additional sources of electricity when wholesale
market pricesare high or to sell excess electricity when market prices are low, aswell as significantly
limiting the supply of, or increasing the cost of our fuel supply, each of which could have a material
adverse effect on ysour business, results of operations, financial condition and liquidity.
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Appendix D: Comparison of Companies’ 2010 and 2011 10-Ks?
AEP
Global Warming (Page 9 of 2011 10-K)

Global warming creates the potential for physical and financial risk. The materiality of the risks depends
on whether any physical changes occur quickly or over several decades and the extent and nature of those
changes. Physical risks from climate change could include changes in weather conditions. Our
eustomerscustomers’ energy needs currently vary with weather conditions, primarily temperature and
humidity. For residential customers, heating and cooling today represent their largest energy use. To the
extent weather patterns change significantly, eustermers-customers’ energy use could increase or decrease
depending on the duration and magnitude of any changes. Increased energy use due to weather changes
could require us to invest in more generating assets, transmission and other infrastructure to serve
increased load, driving the overall cost of electricity sphigher. Decreased energy use due to weather
changes could affect our financial condition through lower sales and decreased revenues. Extreme
weather conditions in general require more system backup, adding to costs, and can contribute to
increased system stresses, including service interruptions and increased storm restoration costs. We may
not recoverall costs related to mitigating these physical and financial risks. Weather conditions outside of
our service territory could also have an impact on our revenues, either directly through changesin the
patterns of our off-system power purchases and sales or indirectly through demographic changes as
people adapt to changing weather. We buy and sell electricity depending upon system needs and market
opportunities. Extreme weather conditions that create high energy demand could raise electricity prices,
which could increase the cost of energy we provide to our customers and could provide opportunity for
increased wholesale sales. To the extent climate change impacts a regiea‘'sregion’s economic health, it
could also impact our revenues. Our financial performance is tied to the health of the regional economies
we serve. The price of energy, as a factor in a region's cost of living as well as an important input into the
cost of goods, has an impact on the economic health of our communities. The cost of additional
regulatory requirements would normally be borne by consumers through higher prices for energy and
purchased goods.

CenterPoint
Global Climate Change (Page 21 of 2011 10-K)

To the extent climate changes occur, our businesses may be adversely impacted, though we believe any
such impacts are likely to occur very gradually and hence would be difficult to quantify with specificity.
To the extent global climate change results in warmer temperatures in our service territories, financial
results from our natural gas distribution businesses could be adversely affected through lower gas sales,
and our gas transmission and field services businesses could experience lower revenues. Onthe other
hand, warmer temperatures in our electric service territory may increase our revenues from transmission
and distribution through increased demand for electricity for cooling. Another possible climate change
thathasbeenwidehy-discussednrecent-yearsis-the-possibHity-efis more frequent and more severe
weather events, such as hurricanes or tornadoes. Since many of our facilities are located along or near the
Gulf Coast, increased or more severe hurricanes or tornadoes can increase our costs to repair damaged

2 This comparison focuses on physical risk information in companies’2010and 2011 10-Ks. This information was
compiled and aggregated across multiple sections of each companies’ 10-Ks. Sempra, Exelon, and Vistra are all
excluded from this comparison. Neither Exelon nor Vistra were public in 2010 or 2011. Sempra did nothave
operationsin Texasin 2010 or 2011.
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facilities and restore service to our customers. When we cannot deliver electricity or natural gas to
customersor our customers cannot receive our services, our financial results can be impacted by lost
revenues, and we generally must seek approval from regulators to recover restoration costs. To the extent
we are unable to recover those costs, orif higher rates resulting from our recovery of such costsresult in
reduced demand for our services, our future financial results may be adversely impacted.

NRG

Policies at the national, regional and state levels to regulate GHG emissions could adversely impact
NRG's result of operations, financial condition and cash flows (Page 41 of 2011 10-K)

Hazards customary to the power production industry include the potential for unusual weather conditions,
which could affect fuel pricing and availability, the Company's route to market or access to customers, i.e.
transmission and distribution lines, or critical plant assets. To the extent that climate change contributes to
the frequency or intensity of weather related events, NRG's operations and planning process could be
impacted.

Seasonality and Price Volatility (Page 14 of 2011 10-K)

The sale of electric power to retail customers is also a seasonal business with the demand for power
peaking-duringthe-summermenths-generally peaking during the summer months. As a result, net
working capital requirements for the Company's retail operations generally increase during summer
months along with the higher revenues, and then decline during off-peak months. Weather may impact
operating resultsand extreme weather conditions could materially affect results of operations. The rates
charged to retail customers may be impacted by fluctuations in the price of natural gas, transmission
constraints, competition, and changes in market heat rates-

Significant events beyond the Company's control, such as hurricanes and other weather -related problems
or acts of terrorism, could cause a loss of load and customers and thus have a material adverse effect on
the Company's Texas retail business (Page 43 of 2011 10-K)

The uncertainty associated with events beyond the Company's control, such as significant weather events
and the risk of future terrorist activity, could cause a loss of load and customers and may affect the
Company'sresults of operations and financial condition in unpredictable ways. In addition, significant
weather events or terrorist actions could damage or shut down the power transmission and distribution
facilities upon which the retail business is dependent. Power supply may be sold at a loss if these events
cause a significant loss of retail customer load.

PNM
Climate Change Issues (Page A-59 of 2011 10-K)

Given the geographic location of eurits facilities and customers, wePNM generally havehas not been
exposed to the extreme weather events and other physical impacts commonly attributed to climate
change, with the possible exception of drought conditions periodically, and we-generathy-de-nrotexpeet
physical changes are generally not expected to be of material consequence-te-ts in the near-term. Drought
conditions in northwestern New Mexico could impact the availability of water for cooling coal-fired
generating plants. Water shortage sharing agreements have been in place since 2003, although no shortage
has been declared due to sufficient srew-packprecipitation in the San Juan Basin. PNM also has a
supplemental water contract in place with the Jicarilla Tribe to help address any water shortages from
primary sources. The contract expires December 31,2016. TNMP, First Choice, and Optim Energy have
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operations in the Gulf coast area of Texas, which experiences periodic hurricanes. In addition to
potentially causing physical damage to Company or Optim Energy owned facilities, which disrupt the
ability to transmit, distribute, and/or generate energy, hurricanes can temporarily reduce customers’ usage
and demand for energy.

Water Supply (Page B-98 of 2011 10-K)

Because of New Mexico’s arid climate and periodic drought conditions, there is a growing concern in
New Mexico about the use of water for power plants. PNM has secured water rights in connection with
the existing plants at Afton, Luna, and Lordsburg. Water availability does not appear to be an issue for
these plants at this time. The “four corners” region of New Mexico, in which SJGS and Four Corners are
located, experienced drought conditions during 2002 through 2004 that could have affected the water
supply for PNM’s generation plants- in that region. Infuture years, if adequate precipitation is not
received in the watershed that supplies the four corners region, the plants could be impacted.
Consequently, PNM, APS, and BHP Billiton have undertaken activities to secure additional water
supplies for SIGS, Four Corners, and related mines. PNM has reached an agreement for a voluntary
shortage sharing agreement with tribes and other water users in the San Juan Basin for a term ending
December 31,2012. Further, PNM and BHP Billiton have reached agreement on a long-term
supplemental contract relating to water for SJGS with the Jicarilla Apache Nation that ends in 2016. ARS
y -APS is continuing to work with
area stakeholders to implement aqreements to minimize the effect, if any, on future operations of Four
Corners. Although the Company does not believe that its operations will be materially affected by the
drought conditions at this time, it cannot forecast the weather situation or its ramifications, or how
regulations and legislation may impact the Company’s situation in the future, should the shortages occur
in the future. In April 2010, APS signed an agreement on behalf of the PVNGS participants with five
cities to provide cooling water essential to power production at PVNGS for the next forty years.

The operating results of PNMR and its operating subsidiaries and Optim Energy are affected by weather
conditions and regional drought and may fluctuate on a seasonal and quarterly basis (Page A-22 of 2011
10-K)

Electric power generation, transmission, and distribution are generally seasonal businesses with demand
for power from PNMR’s and Optim Energy’s electric operations traditionally peaking during the hot
summer months. As a result, the operating results of PNMR-ar4, its operating subsidiaries, and Optim

Energy will likely fluctuate substantially ona seasonal ba5|s Madé&ren—ﬂae&a#eef—%%@asen%anuaw

qeaﬁe#ly—eammg&d-ksmbuheh— In addltlon PNMR and |ts operatlng sub3|d|ar|es have hlstorlcally sold
less power, and consequently earned lessincome, when weather conditions are milder. Unusually mild

weather in the future could reduce the revenues, net earnings, available cash, and borrowing ability of
PNMR and its operating subsidiaries. Drought conditions in New Mexico generally, and especially in the
“four corners” region, in which SJIGS and the-Four Corners plantare located, may affect the water supply
for PNM’s generating plants. If adequate precipitation is not received in the watershed that supplies that
region, PNM may have to decrease generation at these plants, which would require the purchase of power
to serve PNM’s customers and/or reduce PNM’s ability to sell excess power on the wholesale market and
reduce its revenues. Drought conditions or actions taken by regulators or legislators could limit PNM’s
supply of water, and PNM’s and PNMR’s business may be adversely impacted. Although PNM has been
able to maintain adequate access to water through supplemental contracts and voluntary shortage sharing
agreements with tribes and other water users in the “four corners” region, PNM cannot be certain that it
will be able to do so in the future. TNMP, First Choice, and Optim Energy have operations in the Gulf
coast area of Texas, which experiences periodic hurricanes. In addition to potentially causing physical
damage to Company or Optim Energy owned facilities, which disrupt the ability to transmit, distribute,
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and/or generate energy, hurricanes can reduce customers’ usage and demand for energy. These factors
could reduce revenuesresults of operation and earrirgscash flows.
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