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82nd End of Session Summary

Issues affecting CoServ and its Members

With the Texas Legislature’s regular session over, we want to take a moment to update you on
legislation that was considered and to share with you what passed; what did not pass; and what could
affect co-op members as we move forward.

PUC/ERCOT Sunset Bill (SB661) — Did Not Pass

SB661 was designed to improve the operations of the PUC and ERCOT. Much of the legislation was
related to increasing PUC oversight of ERCOT, with focus being on the makeup of the ERCOT board of
directors and their role in hiring and firing the CEQ. Additional issues were related to the PUC’s role in
hiring, firing, and reappointing unaffiliated directors.

The Senate version of the legislation aimed to make clear that the PUC has no jurisdiction over selection,
qualifications, or removal of an ERCOT board member. The legislation also clarified that only the ERCOT
board can select or remove the ERCOT CEO or an unaffiliated board member.

This bill contained provisions that prohibited a PUC commissioner from being employed by ERCOT for
two years after leaving the PUC.

Co-op Pole Attachments — Did not pass

The Co-op Pole Attachments bill represents an issue of significant concern for CoServ and other co-ops
because the legislation being proposed is biased toward telecommunications companies and cable
companies. We do not support this legislation because:

e It would have established terms and conditions for these entities to attach their own wires and
infrastructure to our power poles that would have restricted CoServ’s ability to adequately
protect the reliability and integrity of our distribution system.

e |t would have limited our ability to regulate the installation techniques used by other entities.

e It would have limited our ability to ensure ancillary pole attachments have been installed using
appropriate ground clearances, proper hardware, and with consideration for the strain the
additional equipment could place on the pole.

e It would have mandated an attachment fee rate that would have been a below cost fee creating
a subsidization by CoServ’s members of for-profit third party entities.



We anticipate this legislation will be introduced again, and we would support an initiative that gives co-
ops, like CoServ, the ability to recoup costs and regulate the way our poles can be used and gives us the
capability to engineer any and all attachments so they don’t compromise our poles or system.

Electric Co-op Governance — Did not pass

This legislation was introduced by Senator Fraser and would have applied to co-ops with 170,000+
members and in counties with 1.0-1.5 million residents. The bill was primarily aimed at Pedernales
Electric Co-op, as Sen. Fraser sought to equalize PEC’s districts based on census data by creating single
member districts for the PEC board. It also required Public Utility Commission (PUC) approval to acquire
new generation assets and would enable guests of co-op members to attend board meetings. As a large
co-op, CoServ doesn’t support this legislation because it has the potential to adversely affect CoServ.

Mandatory Fuel Switching — Did not pass

Mandatory Fuel Switching legislation (SB 15) would have created a Texas Energy policy Council charged
with developing a statewide energy plan. The bill was heavily biased and aimed to make natural gas the
fuel of choice in Texas. We believe that a mix of fuel sources will be necessary to meet growing demand
in Texas, so we don’t support this legislation.

Texas Commission on Environmental Quality Sunset—Passed
The TCEQ Sunset bill doesn’t affect CoServ specifically, but it could favorably affect the process for air
permits for our wholesale power provider, Brazos Electric Co-op.

Railroad Commission of Texas Sunset — Did not Pass

This legislation is designed to evaluate the state’s agency to determine its necessity and effectiveness.
As the House and Senate couldn’t agree on key issues regarding governance of the agency, the RRC will
remain unchanged and will undergo Sunset Review again in two years.

Annual Energy Efficiency Reporting for Co-ops—Passed

This legislation was initially approved in 2007 but has been extended via SB 924. With this law, co-ops
and MOUs are required to submit annual reports of their energy efficiency efforts to the State Energy
Conservation Office (SECO). From there, SECO sends the reports to the energy systems laboratories at
Texas A&M, where energy savings and estimated pollution reductions will be calculated as part of a
larger report on all utilities. CoServ has and will continue to participate in this reporting requirement.

Expanding Customer Choice to Schools and State Loads — Did not pass

House Bill 2677 would require net metering at the full retail rate for school districts that have
distributed renewable generation (DRG). The bill also included provisions that were aimed at helping to
help offset budget cuts to state agencies and public schools by allowing agencies to aggregate their
electrical loads and participate in customer choice. This had the potential to affect CoServ in that it
would have required us to “opt-in” to the deregulated market. We don’t feel that the timing is right for



opting into the deregulated market, but CoServ’s board is actively monitoring, evaluating, and preparing
for the future, as we feel that this legislation will likely be reintroduced in the future.

Eminent Domain — Passed

A new Eminent Domain bill (SB 18) was introduced to protect and advance landowner private property
rights. The law requires public and private entities with eminent domain authority to follow new
requirements and disclose additional information during negotiation and acquisition phases of
condemnation. The new standards are currently unknown, but CoServ will monitor this issue as it
develops. The bill also requires all entities with the power to condemn land to submit documentation to
the comptroller identifying statutory sections authorizing eminent domain authority.

Distributed Renewable Generation—Did not pass

Several bills regarding DRG were introduced and/or amended to other bills this session and did not pass.
The goal is to ensure that customers with DRG systems can interconnect and receive payment for
surplus electricity. The legislation clarified the definition of a DRG owner, and provisions were added to
exempt DRG owners (whose systems produce less than or equal to the customer’s estimated electricity
consumption) from registering with the PUC as an electric utility, power generation company, or retail
electric provider. These definitions don’t currently apply to co-ops, but we expect a continued push to
incorporate co-ops into this legislation. CoServ is well-positioned to comply with future legislation
regarding DRG.

Transmission Line CCNs — Passed

HB 971 passed and has provisions relating to transmission line CCNs. The legislation removes a
requirement that an applicant for a proposed transmission line designate a preferred route for the line.
The legislation further clarified existing law to address potential future situations where a government
agency (or quasi-government agency) seeks to stymie a PUC-approved CCN for transmission facilities. A
“consumer benefits test” was also included in an effort to protect landowners whose property was
being considered for transmission projects that aren’t required for reliability purposes.

We don’t expect this legislation to affect CoServ as much as it will affect Brazos Electric Co-op (our
wholesale power provider).

Solar Generation Incentive Plan — Did not pass

HB 2961 would have created a solar generation incentive program for all utilities, including co-ops. The
bill would have implemented a $1 per month fee for each residential meter, $5 per month fee for every
commercial meter, and $50 per month fee for every industrial meter. The fees collected would have
been used to provide rebates for solar devices. The incentive program was mandatory but consumers
could opt out. Ultimately the bill failed because legislators considered the fee to be tantamount to a
new tax and preferred an “opt in” program versus an “opt out” program.

Metal Recycling Regulation — Passed



SB 894 requires metal recyclers to gather additional identification from sellers of regulated metals. The
list of regulated metals includes any metal item clearly and conspicuously marked with any form of the
name, initials, or logo of a governmental entity, utility, cemetery, and railroad. Also included are
insulated utility, communications, or electrical wire that has been burned in whole or in part to remove
the insulation. The Department of Public Transportation (DPS) will be responsible for enforcement and
will create a public database of registered metal recyclers. The bill also implements penalties if a metal
recycler fails to get a license or permit as required by local government authorities.

Disgorgement for Market Power Abuses — Passed

HB 2133 enhances punishment for power abuses under the Utilities Code. The PUC will be required to
order the return of all revenue in excess of revenue that would have occurred absent a violation. Any
excess revenue will be returned to the affected wholesale electric market participants to be used to
reduce costs/fees incurred by retail electric consumers.

PUC Review of Emergency Operations Plans — Passed

This legislation requires the PUC to analyze emergency operations plans developed by electric providers
(including cooperatives and municipally owned utilities) to ensure that utilities have plans in place to
withstand extreme weather in order to maintain grid reliability. CoServ is working on our plan and will
be conducting table top exercises to evaluate system reliability and to ensure preparedness for future
extreme weather events.

Public Power Utility Open Records — Passed

Legislation was introduced that will require municipally owned utilities to be subject to open records
and meeting laws. The bill provides additional transparency to municipal utilities while allowing public
power systems to continue protecting competitive information that is considered relevant to
competition. Co-ops are not currently included in this legislation, but we anticipate this legislation could
ultimately affect co-ops via governance legislation.

Standards for Emergency Notification Systems

This legislation was passed authorizing utilities and other public service providers to enter into contracts
for emergency notification systems that use dynamic database information to inform consumers about
disasters/emergencies and required actions during such events. Currently, public service providers can
contract with third parties for emergency notification systems, but there are no minimum standards and
providers can’t use a targeted system to send out notifications. This legislation establishes standards for
notification systems and requires the use of a dynamic database. These new requirements don’t replace
traditional methods of emergency notification, but rather augment these methods.

Priorities for Power Restoration — Passed

Due to weaknesses exposed in the February 2011 extreme cold temperatures spurred this legislation,
which establishes that assisted living facilities, nursing facilities, and hospice service facilities be given
the same priority as hospitals in a utility’s emergency operations plan for restoring power after an



extended power outage. The provisions of this law don’t apply directly to co-ops, as we already prioritize
such facilities; but it does require co-ops to report the emergency operations plan to the co-ops board of
directors.

General Land Office’s State Power Program — Did not pass
Easements on State-Owned Land - Passed

HB 1449 streamlines the process that the Texas Parks & Wildlife Department (TPWD) must follow to
grant, lease, or renew right-of-way easements through state parks. New language will require the TPWD
to charge fair market value for their easements as opposed to “fair and adequate” evaluation, which left
the door open for above market valuations. This bill is favorable to co-ops and other utilities that require
easements on state-owned land.

Limited Liability for Utilities and Co-ops — Did not pass

HB 3802 would have limited the liability of certain electric utilities and co-ops that permit people to
enter their premises for recreation, exercise, education, relaxation, travel or pleasure.

Noise Regulation Bill — Did not pass

HB 2687 would have given county commissioners courts the ability to adopt regulations prohibiting
sound levels that exceed 85 decibels at night. While co-ops were exempted in this bill, it was left
pending in the House County Affairs Committee.

Escheat Utility Deposits — Did not pass

Legislation was designed to reduce the dormancy period for unclaimed utility deposits from three years
to one year. Shortening the dormancy period of unclaimed property produces additional revenue for the
state government. This bill doesn’t affect the electric co-op program authorizing certain unclaimed
funds to be used for scholarships, economic development, and energy efficiency.

Prohibition on Condemnations for Generation Plants - Pending

HB 2356 was left pending in committee. The bill would have prohibited gas and electric utilities, electric
co-ops, and joint power agencies from using eminent domain to build generation sites.



	82nd End of Session Summary
	Issues affecting CoServ and its Members



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /All

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness false

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages false

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 150

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages false

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 150

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages false

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 600

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<

    /ENU ([Based on 'Proof'] Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /BleedOffset [

        0

        0

        0

        0

      ]

      /ConvertColors /NoConversion

      /DestinationProfileName ()

      /DestinationProfileSelector /NA

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure true

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles true

      /MarksOffset 6

      /MarksWeight 0.250000

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /NA

      /PageMarksFile /RomanDefault

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /LeaveUntagged

      /UseDocumentBleed false

    >>

    <<

      /AllowImageBreaks true

      /AllowTableBreaks true

      /ExpandPage false

      /HonorBaseURL true

      /HonorRolloverEffect false

      /IgnoreHTMLPageBreaks false

      /IncludeHeaderFooter false

      /MarginOffset [

        0

        0

        0

        0

      ]

      /MetadataAuthor ()

      /MetadataKeywords ()

      /MetadataSubject ()

      /MetadataTitle ()

      /MetricPageSize [

        0

        0

      ]

      /MetricUnit /inch

      /MobileCompatible 0

      /Namespace [

        (Adobe)

        (GoLive)

        (8.0)

      ]

      /OpenZoomToHTMLFontSize false

      /PageOrientation /Portrait

      /RemoveBackground false

      /ShrinkContent true

      /TreatColorsAs /MainMonitorColors

      /UseEmbeddedProfiles false

      /UseHTMLTitleAsMetadata true

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



