Encouragement of Energy Conservation

HB 3693 by Straus/Fraser

HB 3693, the omnibus energy efficiency bill, encour-
ages energy efficiency in a number of ways, includ-
ing the following;:

* Raises the energy efficiency goal for electric utilities
from 10 percent of annual demand growth to 15 per-
cent in 2008 and 20 percent in 2009.

*  Requires the PUC to conduct a study of energy ef-
ficiency programs by Jan. 15, 2009, and make recom-
mendations regarding: whether utility funding in
areas of competition should continue; whether energy
efficiency is best provided by competitive market;
whether a goal increase to 30 percent is achievable by
2010 and 50 percent by 2015; and remedies to potential
barriers to increased participation by retail electric
providers, including any recommended regulatory or
statutory changes to eliminate such barriers.

*  Requires the PUC to adopt rules establishing: an energy
efficiency cost recovery factor, a utility financial incen-
tive for exceeding goals, and the ability for utilities
under a rate freeze to defer costs.

* Adds multiple new programs and incentives for
schools and other government-owned buildings to
enhance energy efficiency through weatherization and
other programs.

* Includes language to facilitate net metering for solar
installed at public schools and distributed renewable
facilities that generate electricity in excess of their
consumption.

* Includes goal that electric utilities in the ERCOT re-
gion shall work with REPs to encourage involvement
in energy efficiency programs. Electric utilities located
outside the ERCOT shall provide customers with energy
efficiency educational materials.

SB 12 by Averitt/Bonnen

SB 12, which is largely focused on air emissions, also
includes energy efficiency requirements, such as:

Amends the Health & Safety Code to authorize the
State Energy Conservation Office to adopt new edi-
tions of the international energy conservation code.

Adds institutions of higher education and state agen-
cies to provisions requiring political subdivisions to
implement certain energy efficiency programs.

Amends the Health and Safety Code to require politi-
cal subdivisions to establish a goal to reduce electric
consumption by five percent annually for six years.

Amends the Education Code to require school districts
to establish a goal to reduce annual electric consump-
tion by five percent annually for six years.

Requires state agencies and institutions of higher
education to establish a goal to reduce annual electric
consumption by five percent annually for six years.

Requires the Texas Building and Procurement Com-
mission to develop a list of equipment and appliances
that meet energy efficiency standards and assist state
agencies in selecting products from that list.

save consumers money off their electric bills.

education, and others.

Additional Information on Encouragement of Energy Conservation

As laid out in 1999 Texas Electric Choice Act, transmission and distribution utilities and investor owned utilities
must meet 10 percent of load-growth through energy efficiency programs.

By reducing electric demand, energy efficiency programs can help limit power plant emissions and ultimately

Several market participants have increased their energy conservation activities recently in response to market
conditions. Some enhancements include increased funding for energy efficiency, greater levels of customer
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Retail Electric Price Reductions

Several bills passed this session that can impact retail * See HB 624 (securitization) below, which will
electric prices: reduce costs for recovering certain transition
related costs with potential benefits over life of

securitization to customers in Houston area of
$132 million.

* See HB 1 (appropriations) below which will pro-
vide $170 million in low income assistance

* See HB 15 (emergency FY07 appropriations) be-
low which will provide $30 million in low income
assistance.

Additional Information on Retail Electric Price Reductions

The PUC will continue to post retail electric prices on its web site so customers can compare prices and service
plans within their service area. (www.powertochoose.org).

Retail electric providers are also making voluntary price reductions:
e Reliant Energy implemented a 10% price reduction for legacy PTB customers in May 2007.

* TXU Energy has also implemented a 10% price reduction for legacy PTB customers this year, which will
increase to 15% when the merger closes. The 10% reduction was phased in with 6% in the first quarter of
the year and the remaining 4% in June 2007.

e First Choice Power has also reduced prices significantly for legacy Price to Beat customers since last summer.

e In addition, over 3.5 million residential customers have taken advantage of competitive products that have
lower prices.

Authorization of Securitization for True-Up Balances

HB 624 by King/Fraser

Additional Information on Authorization

HB 624 will allow CenterPoint Energy to securitize its for True-Up Balances

true-up balances. Securitization lowers the costs of fi-
nancing the recovery of approved transition balances l:—IB 624 was necessary for securitization of
by transmission and distribution utilities. Customers hese balances.

could save customers up to $132 million over the life

of the securitization.
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Funding of System Benefit Fund Discount in
Competitive Areas of the State

HB 1 by Chisum/Ogden HB 15 by Chisum/Ogden
HB 1 by Chisum/Ogden is the general appropria-

HB 15 by Chisum/Ogden is the emergency FY07
tions bill. Within this bill, the legislature authorizes:

appropriations bill. Within this bill, the legislature
authorizes:

$170 million in general appropriations for the
PUC to provide low-income assistance during the |

$30 million in emergency appropriations for the
biennium.

PUC to provide low-income assistance this summer.

Additional Information on Funding of Low-Income Customer Assistance

The 1999 Texas Electric Choice Act established the System Benefit Fund. The top priority to be funded by the SBF
is a discount for eligible low-income customers. This discount had been previously discontinued.

Several market participants have provided voluntary bill discounts to assist low income customers — both dur-

ing the past 2 years when state funding for SBF was not appropriated and into the future when state funding will
also be available.

Customer Education

HB 1 by Chisum/Ogden

HB 1 is the general appropriations bill. Within this bill, the legislature authorizes:

* $1.5 million in general appropriations for the PUC to provide customer education to ensure customers are

aware of the benefits of retail choice.

Additional Information on Customer Education

Over 75 percent of residential customers in ERCOT have made an observable choice of their electricity provider
and in one area of ERCOT the number of residential customers observably choosing is over 88 percent.
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Measures to Enhance Electric Reliability

HB 2127 by Murphy/Williams SB 1154 by Carona/Phillips
HB 1766 by Pena/Carona

HB 2127 authorizes utility workers to drive all-ter-

rain vehicles on a public street, road, or highway SB 1154 and HB 1766 will require a person attempting
that is not an interstate or limited access highway if to sell regulated material to a secondhand metal deal-
the operation of the vehicle is in connection to utility er to provide additional information to the second-
work. hand metal dealer. The legislation will also provide

that the provision of such additional information to
a secondhand metal dealer which the person knows
is false or invalid is a third degree felony offense.
Finally, the bills will provide that theft of metals is a
felony if the value of the property stolen is less than
$20,000.

Additional Information on Measures to Enhance Electric Reliability

The PUC continues to have regulatory oversight over the operations and maintenance of electric grids in Texas.

Continued Legislative Oversight of the Electric Market

SB 484 by Fraser/King

SB 484 enhanced the responsibilities/ powers of the recurring Electric Utility Restructuring Legislative Over-
sight Committee (EURLOC):

* Ensures that the chair of the House Committee on Regulated Industries and the chair of the Senate Com-
mittee on Business and Commerce are the co-chairs

* Authorizes EURLOC to study the reliability, economic viability, and environmental impact of new fuels on
generation technology.

* Requires EURLOC to meet at least twice annually.

Additional Information on Continued Legislative Oversight of the Electric Market

The legislative oversight committee on electric restructuring was established as part of the Texas Electric Choice
Act in 1999. In recent years, the committee has met periodically, and its mission was specific to the implemen-
tation of TX76RSB 7.
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B AECT

ASSOCIATION OF ELECTRIC
COMPANIES OF TEXAS, INC

The Association of Electric Companies of Texas (AECT) continues to support the develop-
ment of competitive electric markets that are fair to customers and market participants in
all areas of the state.

AECT is committed to:
* Ensuring a reliable electric infrastructure.

* Supporting consistent and predictable oversight and regulation that
ensures the stability of Texas” electric markets.

* Promoting an economically strong and environmentally healthy future
for Texas.

AECT member companies remain dedicated to providing Texas customers with reliable
service and are committed to the highest standards of integrity.

The Association of Electric Companies of Texas, Inc. (AECT) is a trade organization represent-
ing electric companies in Texas. Organized in 1978, AECT provides a forum for member company
representatives to exchange information about public policy, and to communicate with government
officials and the public. For more information, visit www.aect.net.
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