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Chris Reeder Hello, everybody.  This is next installment of our webinar series entitled New 
Directions, Renewable Energy in a Transforming Environment brought to you 
by the Texas Renewable Energy Industries Alliance and Husch Blackwell.  I’m 
happy that you could be here today.  Thank you for spending your lunch hour 
with us to learn a little bit about the Texas Legislative Session that just 
completed. I’m Chris Reeder.  I’m one of the attorneys in our firm’s Energy and 
Natural Resources Group and I’m also joined by Eric Padilla who is the Senior 
Manager of Public Policy at Vistra Energy. 

As I said this is our third installment and we’re going to focus on updating the 
last webinar that Eric and I did where we discussed legislation that was being 
considered in the just completed regular session of the Texas Legislature.  
We’re going to follow-up to that webinar by indicating what the results of all 
these bills and other proposals was and we’re also going to hit a little bit on the 
now current special session. 

Before we begin I’d like to cover just a few housekeeping items.  At the bottom 
of your audience console, there’s several application icons you can use during 
the program today and let me just highlight a few of those for you.  If you have 
any questions during the webcast, please submit those questions through the 
question box. We’ll try to answer all questions during the webcast today.  If a 
fuller answer is needed or we run out of time, we’ll answer that later via email.  
We really appreciate audience participation and look forward to addressing 
some of your questions and encourage you to submit those.  We will take 
those up at the end of our presentation but encourage you to submit those as 
we’re moving along.  If you have any technical difficulties, please click on the 
help icon which has a question mark and provides information regarding 
common technical issues. 

A copy of our slide deck and additional materials are available in the resource 
list icon which looks like a folder at the bottom of the screen.  We’ve been 
approved for Texas continuing legal education credit.  To report your hour in 
Texas, click on the CLE widget.  Didn’t really know there was a widget in life - 
at the bottom of your screen and complete the questions.  You’ll just need your 
Bar number to submit it.  We’ll have a recording of this webcast available 
tomorrow for watching and sharing.  Once available, a link to the recording will 
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be emailed to you, along with a certificate of attendance.   

I mentioned that Eric Padilla is joining me.  He is with Vistra Energy.  Eric’s 
responsible for all aspects of the company’s state and federal policy efforts.  
He has participated in five Texas Legislative sessions and has helped develop 
the company’s position on legislation including support for rooftop solar wind 
power development and energy efficiency among others. 

I’m going to start where I left off in our March webinar looking at some specific 
bills that had been filed in the legislative session as well as a couple that are 
pending in the current special session and then I’ll turn it over to Eric who will 
discuss a couple of those in greater detail and then touch on some bigger 
picture issues that arose during the session. 

By way of introduction, the statistics indicate that there was a great deal of 
activity in session.  Approximately 7,000 bills were filed total.  Approximately 
1,300 of those were passed, meaning that they were enrolled and sent to the 
governor for consideration and the governor vetoed 50 of those.  None of those 
related to renewable energy.  So of the 1,260 some odd bills that passed, very 
few of those were dealing with renewable energy or even in dealing with the 
electric industry in general, although there were a good number of bills that 
were filed even in what I think everybody has completed is a fairly liked 
session. A few of those actually passed.  That’s kind of a universal truth at 
least in our Texas Legislature that with the compressed amount of time and the 
great number of subjects that have to be addressed, time acts as a way of kind 
of depressing the number of bills that are actually passed. 

So those of you who’ve been kind of following along, you know, one of the 
bigger ones affecting the renewable energy market and industry here in Texas 
is the bill that put some restrictions on the siting of wind farms near military 
aviation facilities.  That was a relatively significant one.  Also maybe not quite 
as directly significant but one that I’ll mention is the directive to the Public Utility 
Commission to establish a schedule for relatively routine filing of utility rate 
cases. 

Some bills that Eric and I talked about last time having to do with grid security, 
having to do with tax incentives for wind and solar, having to do with 
development and decommissioning proposals, were not enacted.  They gained 
various amounts of traction in the legislature but did not become enacted and 
as you frequently see, bills that are considered but not passed in one session 
often will live to fight another day in the next session of the legislature which 
will be in January of 2019.  There is currently a pending special session as I 
mentioned.  Eric will talk about that in more detail.  At the moment it does not 
include energy topics among the list of issues that are submitted to the 
legislature for consideration of legislation but there are at least two energy 
related bills that have been filed that I’ll mention briefly. 

Finally, by way of introduction, although there were a few bills that were 
enacted that I think will require the Public Utility Commission to engage in 
some rulemaking proceedings, none of those really have an impact on 
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renewable energy or for that matter, energy generation in general. 

So let me go ahead and turn now to some of these specific bills that I’ve talked 
about.  The first area in which there weren’t any enactments has to do with grid 
security and personally this surprises me a little bit given the attention we’ve 
seen with respect to cyber security but nothing was passed.  There were two 
primary proposals, one was in the House.  House Bills 787 and 788 and those 
were proposals to establish a grid security advisory committee that would study 
the grid and study potential reliability risks and submit a report to the next 
legislature.   Since House Bill 787 passed the House but was left pending in a 
Senate committee, House Bill 788 which would have funded the committee 
never received a hearing in the House appropriations committee. 

Senate Bill 83 was a more far reaching proposal from Senator Hall which would 
have established an Electromagnetic Threat Preparedness Task Force where it 
created this task force.  It would have had a pretty broad mandate.  It would 
have additionally required ERCOT to establish fairly comprehensive program 
and proposals to increase grid security and would have directed the 
commission to supervise that as well.  That proposal passed the Senate as 
referred to the House state affairs committee but didn’t proceed beyond that 
point.  This is one that as I mentioned earlier bills that will come back.  I would 
not be surprised to see this one come back and as we’ll get to later in the 
special, it has. 

Okay, moving on to a few bills that had to do with research and development 
and I see a note that I’m breaking up on the audio.  Apologies if people are 
having trouble understanding me.  I don’t really know what I can do to address 
that.  It’s not my voice breaking up, it must be technical.  Anyway, we’ll see if 
we can do something about that. 

Okay, let me resume for those who can understand what I’m saying with the 
next slide.  There were a few proposals having to do with research and 
development efforts.  None of those passed.  The first one that I had 
mentioned earlier was an effort by Representative Bill King to repeal the 
miscellaneous gross receipts tax which is assessed on retail electric providers. 
 Representative King would have proposed to totally repeal that.  It got a 
hearing in the House Ways and Means Committee but was not voted on.  The 
reason I mentioned it was because there’s some renewable energy and energy 
efficiency projects that are funded from this tax. 

Making adjustments to my speakerphone here to try to improve the audio 
quality.  Hope that works.  Okay sorry for the glitch. 

Okay the next two had to do with some study proposals.  The first one House 
Bill 3058 would have tweaked the grant priority and grant preferences to a 
program that TCEQ administers having to do with new technology 
implementation and would cover renewable projects.  That received a hearing 
in House committee but not a vote.  Likewise for the next bill, House Bill 3399, 
which would have directed the Geo-Technology Research Institute to conduct 
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some energy efficiency studies.  

Senate Bill 1597 did pass the Senate. It was left pending in the House Land 
and Resource Management Committee without a vote.  This would have 
directed the General Land Office to conduct some studies having to do with 
renewable energy applications for desalination projects.  Again did not pass. 

Okay, moving on to the next area which is somewhat related, having to do with 
energy efficiency and emissions proposals.  Not much passed there and what 
did pass, I don’t know is all that significant.  The first bill was a bill to impose a 
greenhouse gas emissions fee and us the revenues from that to fund energy 
efficiency study and projects.  That received a House committee hearing but 
not a vote.  Likewise a proposal to terminate and defund the state emissions 
reduction plan received a hearing, did not receive a vote.  Over on the Senate 
side, a bill from Senator Zaffirini to make some changes to the emissions 
reduction plan likewise referred to committee in the Senate but did not even 
receive a vote.  The companion bills from Representative Farrar and Watson to 
establish a Texas energy plan referred to committee but did not receive 
hearings.  These were proposals that would have established a somewhat 
comprehensive state energy plan, would have codified those.  They’re 
interesting proposals but really never got any traction in the Legislature.  I 
wouldn’t be surprised to see proposals along those lines submitted next time 
either. 

Senate Bill 59 from Senator Zaffirini was adopted or rather was passed by the 
Legislature and will become effective and go into law in September.  The law 
on the books requires that state agencies and colleges and universities who 
can be large consumer of electricity have these energy management plans and 
that those be adopted by the institution and that they be renewed and 
approved by the State Conservation Office.  The bill that was passed makes 
those no longer mandatory and an entity and institution can adopt such a plan 
but they do not need to submit those for any sort of approval nor do they need 
to consider adopting onsite generation as part of their plan.  However, the bills 
did preserve existing requirements that state institutions must set a percentage 
goal for reductions in energy usage. 

I mentioned at or maybe didn’t mention.  I will mention at the end that one of 
our future webinars will deal with siting issues and siting issues did have some 
level of attention directed to them in the last legislature.  I’ll deal with the first 
two bills that were not adopted.  The first one would have created the right to 
file a subdivision plot for energy development as opposed to say residential 
development and much like the more widely used residential development 
subdivision, these would have enabled landowners to create energy 
subdivisions for the production of electricity in which they would be filed with 
the local county land records authorities and would establish restrictions on 
development that could occur within the subdivision.  The sensible purpose of 
this was that it would establish some rights and protections for you know 
primarily wind and solar generators as well in relation to oil and gas operations 
which we frequently see out in west Texas where the two are in the same 
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proximity and have to coordinate with one another.  This bill was referred to the 
House committee but didn’t receive a hearing.  Wouldn’t be surprised if that’s a 
subject of future legislative attention as well as the next bill, House Bill 1717 
which would have adopted for the first time some formal renewable energy 
decommissioning standards for wind farms and now solar facilities.  It would 
have directed the railroad commission not PUC to adopt decommissioning 
standards.  It would have required that those standards meet and comply with 
certain factors, one of which was that the renewable energy producer owner 
would have to provide financial assurance in respect of its facility, would have 
allowed the railroad commission to assess penalties for noncompliance with 
the decommissioning standard.  It would have in addition to that provided 
landowners with expanded information access rights from the renewable 
energy producers.  If it drew, in my recollection, drew a good bit of renewable 
energy committee attention and interest, it passed out of House committee and 
died in the House calendars committee.  Again, another one of those I think 
you could expect to see in the future. 

And now we come to the bill that I think probably is the more widely known of 
all the bills affecting renewable energy last session which was the Senate 
Bill 277 which imposed some restrictions on siting wind energy devices near 
military aviation facilities. Eric is going to talk about this particular legislation in 
a little bit greater detail so I want to just talk about what it provides and add a 
couple of our own interesting points about it and then Eric will expand upon 
these when he makes his presentation. 

As we discussed in the last webinar, it would provide that certain wind farms on 
a going forward basis, would be ineligible for Chapter 312 and Chapter 313 tax 
treatments which are very widely availed in the wind energy development 
sphere.  For those projects that are the subject of a tax agreement entered into 
on or after September 1st of this year and in which there is a parcel with a wind 
power energy device that’s installed or constructed after September 1st of this 
year, that’s within 25 nautical miles of a military aviation facility.  The original 
legislation had said 30 nautical miles so a little bit of a contraction in the buffer 
zone with the final legislation that was approved.  So you have 2 factual 
scenarios that have to occur before this legislation would prohibit the granting 
of these tax treatments.  One is the agreement with the taxing authority is 
entered into September 1st or thereafter although there’s an important caveat 
which is that the bill does not apply to those parcels of real estate for which 
there was an agreement and approval of that agreement that was pending as 
of September 1st, 2017.  So if you have an agreement that’s already in the 
works, you won’t be subject to this legislation.  And then the other condition 
that must occur is that in addition to the agreement being entered into after 
September 1st, your wind power energy device is installed or constructed after 
September 1st and that it’s within 25 miles of the military aviation facility. 

The bill says that it is not applicable to repowering or to expansion of existing 
facilities.  So if you have iron in the ground and you’re going to for example 
change out the turbines, make some other changes, you’re going to expand 
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the facility, this bill would not apply. 

I think a couple of other significant points that I’d like to note.  One of which is 
that if you have as little as one wind power energy device which would be a 
tower, a turbine that’s within the 25 mile limit, the entire parcel is ineligible for 
these tax treatments under Chapter 312 and Chapter 313.  So as is generally 
the case where your wind farms are contiguous, one bad apple if you will spoils 
the barrel.  One turbine that’s within the boundary means that the entire parcel 
becomes ineligible for these tax treatments to the extent that the bill applies 
overall. 

Secondly, here at the firm we did an internal study or an informal study if you 
will and we looked at definitions that are contained in the bill or the various 
elements of it and we also looked at the military bases in Texas and we looked 
at the activities that are being carried out there.  We compared the two and 
according to our study, which in no way I will warrant can be relied upon, but 
this is just sort of what we found internally.  It looks like to us like this bill would 
most likely have an impact on wind development in five areas.  And those 
areas are near the air force bases and naval air stations located in Del Rio, 
Wichita Falls, Abilene, Corpus Christi and Kingsville.  This was just sort of our 
informal look.  There’s other military aviation facilities in the state such as 
Ellington Air Force Base in Houston but our reasoning was that it’s unlikely that 
you’ll see any kind of wind development impact any of those areas. 

So just sort of looking at what these bases say that they do and what the 
statutory definitions are it looks like these are the areas that are going to be 
impacted by this legislation.  And as I mentioned Eric will have some more very 
important detail on this. 

Turning to another couple of bills that we did not discuss in the March webinar, 
but I wanted to get to here today, just briefly at least.  Senate Bill 735 which 
was adopted which becomes effective in September requires the PUC to set a 
schedule for electric utility rate case filings.  Up to now, it’s primarily been left 
to the discretion of the commission as to when a utility should have a rate case. 
 This legislation doesn’t specifically require the commission to adopt any 
particular schedule.  It just requires the commission to set a schedule for future 
rate filings and does allow it a fairly broad latitude in setting that.  The original 
legislation would have included a provision that would have responded to the 
Hunt proposal to apply (inaudible) would have directed the commission to 
implement an actual taxes paid methodology with respect to the treatment of 
federal income tax by utilities.  That provision was removed however and it’s 
not in the inactive language.  

The reason I mention it is although many of you are no doubt interested in such 
things, it doesn’t necessarily directly impact renewable energy.  The reason I 
mention it though is because every time a utility comes in for rate review, it’s 
not simply rate review, it’s a review of service.  It’s a review of the utility’s 
procedures.  It’s a review of their tariffs including their interconnection policies, 
how they’ve responded to their customers which not only include their delivery 
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customers but their generation customers as well.  So to the extent that you 
may see more frequent rate cases, you may see the commission looking at 
such services more frequently as well.  And since the renewable community is, 
at least on the utility scale, is very dependent on transmission and 
interconnection.  I would suggest that may provide a little bit more of an 
opportunity to raise concerns and issues on that as these rate cases become a 
little more frequent. 

The other bill I want to mention is and I am going to hope not to get off on too 
much of a tangent is House Bill 1665 which had to do with switchable 
resources and not just any and all switchable resources but switchable 
resources that would in part interconnect with Mexico and then part 
interconnect with and which are located in ERCOT.  Just to briefly summarize 
what the bill provided.  It would have required the commission to approve an 
agreement between ERCOT and the Mexico grid operator, a coordination type 
of agreement such what ERCOT has with SPT as long as that agreement 
would have required 35% of a unit’s capacity to switch back to ERCOT in case 
of an emergency but would have prohibited ERCOT from requiring the 
remainder to switch back in case of an emergency and it only would have 
applied to units after September 1st.  So on its face it’s pretty clear that that 
was just going to address a specific circumstance. 

The reason I wanted to raise it is just to introduce, not really spend too much 
time talking about an issue I think is going to come up a little bit more which 
has to do with stowing, capacity and energy into Mexico from units that are 
located in ERCOT.  As I mentioned, ERCOT does have coordination 
agreements with RTOs outside of ERCOT but it does not have such an 
agreement, at least not to my knowledge, with Mexico.  ERCOT has produced 
a switchable generation light paper in which highlights some of the issues that 
are involved with switchable generation.  My understanding is that ERCOT staff 
at least has indicated that in some respects it believes that as a reliability 
coordinator as an institution it already possesses the authority to require 
switchable resources with daily export permits to switch back their capacity to 
ERCOT in times of emergency even without as I say a liability coordination 
agreement with Mexico. And so that will in my estimation at least be a factor in 
influencing development and the vitality of cross border sales into Mexico.  This 
bill is one example of an attempt to at least speak to that.  I wouldn’t be at all 
surprised if you see future attempts to speak to that even if the legislature and 
possibly the commission if we continue to see flat piping and ERCOT.  If we 
continue to see opportunities, or perceived opportunities to export into Mexico 
and as Mexico continues to insist that capacity sold into Mexico be firm and 
non-recallable even in case of ERCOT or other US coordinating systems 
emergencies.  So already a little bit more time than I wanted to spend on that 
but it was a noteworthy bill. 

Let me conclude by talking about a couple of bills that are pending in the 
special session before I turn it over to Eric.  As I mentioned energy is not on 
the governor’s call and for those again who aren’t familiar with legislative 
process, a special session lasts 30 days only and the legislature can only 
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adopt and have, take effect legislation that’s on the governor’s call.  It can, 
however, consider other subjects and legislation on other subjects but those 
can’t gain final approval without being on the call.  The governor can amend 
the call.  The governor can call another special session if he’s inclined to do so 
that could have energy on that call.  House Bill 199 is a bill that I think I saw in 
the clips today.  It would prohibit utility fees or utility rate increases on 
residential customers that are owners or otherwise are involved with behind the 
meter wind or solar distributed generation.  So you couldn’t have a special 
class of rates or fees that would be imposed on them.  As I said for residential 
it would prohibit a late or a fee that’s applicable only to those types of 
customers and in addition to that would also prohibit having significantly higher 
rates and fees for those particular types of customers.  And by customers, this 
bill would say not only the customer who’s the metered customer but also the 
owner of the generation equipment, or any person such a rep that’s assigned 
the ownership rights to that energy.  So that’s been filed.  It’s been referred to 
the House state affairs committee. 

Finally, Senate Bill 24 in the special session is the same as Senate bill 83, 
which I mentioned earlier which is the electromagnetic threat preparedness bill. 
Senator Hall has filed that in this special session.  It has not been referred to a 
committee yet. 

So I’d like to now conclude and pass it over to Eric who’s going to talk about 
some broader topics.  So Eric -- 

Eric Padilla Okay, thank you very much Chris.  And now we get to everybody’s favorite 
topic which is of course tax.  As Chris mentioned there have not been a lot of 
things that were energy related that were put on the call, if any really.  
However, tax is kind of other than the like bathroom bill and some of the other 
issues to some set, property tax reform is actually one of the key items on the 
governor’s call.  So we’ll spend some time talking about what happened in the 
regular legislative session and kind of what’s going on now in the special 
session because things are moving quite quickly and even since I put these 
slides together, things have moved on from where they were at that point.  
Then we’ll also cover some of the state contracting changes that have occurred 
that could impact your businesses in the upcoming biennium. 

So the first item as I mentioned is property tax reform and this was a key item 
for the lieutenant governor and for Senator Bettencourt, Dennis Bonnen took 
on the issue on the House side.  It’s one of these things that has kind of 
multiple confluences coming together in terms of policy topics.  Obviously, 
property tax has always been a topic of interest to the legislature and to 
homeowners as well as to commercial properties.  So that’s one area of relief 
where the state legislature likes to take a look and usually it’s been in the past 
with homestead exemptions but having gotten a lot of complaints, Senator 
Bettencourt as I mentioned in the last call, did a basically statewide tour talking 
to various localities saying hey what do you need for us to be able to produce 
relief for you from property taxes and SB 2 was kind of the result of that. 
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But also from a property tax standpoint, you also have to kind of get into school 
finance and how that works and then you also have questions of local control 
versus state control which is also kind of front and center. 

So SB 2 as you may or not remember was Bettencourt’s bill that addressed 
property tax by basically doing a few things.  One addressed the rate at which 
property taxes could be increased without vote or approval which is known as 
the rollback rate.  It had been set a long time ago at 8%.  It reduced down to 
about 4% and they played around with it being 5% or indexed to some sort of 
inflation trigger and so they looked at that.  That was probably a provision that 
caused the most concern to municipalities and local governments. They were 
concerned that having that sort of limit would cause them to have difficulties 
raising the funds they need to supply the services that their constituents want 
such as fire employees.  Associated with that is the rollback rate as its 
currently done at 8% does not automatically trigger an election.  In SB2 if you 
hit the rollback rate then election was automatically triggered and a whole 
bunch of dates were moved to facilitate that – any such election that was 
required to approve of the new tax rate would happen at the November general 
election so that impacted a whole bunch of different filing dates and stuff that 
people would want to be familiar with especially rendition dates for evaluations 
and those sorts of things. 

There were also additional provisions that didn’t cause a lot of heartburn for 
many people that will provide additional transparency into what the tax rates 
were for each jurisdiction that you might be covered by including not only ISDs 
but you know the counties, municipal utility districts, special districts – those 
sorts of things and then also a statewide database that would hold that sort of 
information that you could go check on them to see what your tax rate and real 
time tax bill would be. 

As you can see on the slide the Bill – SB2 was passed in the Senate but was 
not heard on the House floor – actually made it into – into Bonnen’s committee 
but was not able to be reported out.  Since it was not successful during session 
it was added to the call as one of the 19 items that could be brought into the 
special session after the Senate addressed the sunset issue.  The sunset issue 
was addressed and so they had been working on the property tax bill which is 
currently SB1 by Bettencourt.  It’s already passed the Senate actually so it’s all 
the way out of Senate chambers and some form of the property tax has been 
debated already on the House side but those are mostly with Dennis Bonnen’s 
bills which are HB3 and HB4.  I’m not exactly sure at this point which one is 
going to be the vehicle moving forward in the House.  Whether they’re going to 
try to blend HB3 and 4 into SB1 or pass HB3 and 4 and do those as the 
vehicles.  Basically HB3 and 4 separates the transparency and the rollback 
rates out so that way you could potentially have the thing that people like a lot 
which is the transparency without having it killed by the stuff that there is a lot 
more debate about which is the rollback rates. 

They’ve been doing some interesting stuff since they originally introduced this 
concept back in regular session.  They’re still looking to lower the rollback rate 
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but they had now talked about possibly doing different rollback rates and 
different approaches depending on how big the taxing jurisdiction is.  There are 
various ways to measure it.  There have been some thought of using sales tax 
receipts and if the sales tax receipts are above a certain level, I’ve heard 10 
million in one version, 20 to 25 million in another version, the rollback rate – the 
lowering of the rollback rate provisions would not apply to those jurisdictions – 
the smaller ones.  I’ve heard versions that would cause the rollback rate 
provisions where it would lower that rollback rate and trigger automatic 
elections to only apply to like the five biggest counties in Texas and other 
variations.  It is constantly changing as they are negotiating and hearing 
testimony on it but this is one of the bills that is on the call so therefore if they 
do come to a conclusion as to how it should be implemented, it could very well 
be passed into law in this special session.  This is something to keep in mind.  
The aspect probably of most interest to property owners is that if you are in a 
jurisdiction that would have the rollback rate changed, that means that your 
dates for renditions and protests and all of that stuff around appraisal are also 
going to change so keep a special eye on that so if it does pass, you know 
exactly what new dates you’re going to have to meet. 

One of the other interesting things though is there is a debate out there as to 
whether these bills actually provide tax relief or whether they just slow the rate 
of tax increases.  Theoretically if you were in a jurisdiction that had a lower 
rollback rate that would limit the rate at which you could have your taxes 
increased at least from a rate perspective but it does nothing to address the 
other side of the equation which is appraisals and obviously what could happen 
is appraisals could continue to go up and even if they keep tax rates the same, 
your overall tax burden would go up because your – the amount of money 
which is subject to that rate would be increasing with the appraisal.  So it 
doesn’t really address the appraisal side of the equation but at least to some 
degree it does address the rate that’s out of the equation. 

As Chris mentioned earlier economic development reform is another area of 
interest to the legislature.  This deals with Chapters 312 and 313 which are tax 
abatement offerings that are eligible to qualifying businesses which have also 
been used to help develop wind power generation and other types of 
generation.  SB277 by Campbell and Frank which Chris mentioned earlier 
passed the legislature.  What they did was they made the wind generation 
ineligible for the tax abatement agreements if they were within 25 nautical 
miles of a military aviation facility and if they were entered into an agreement 
after September 1st which is the start of a new physical biennium for the State 
of Texas.  Now there are exemptions as Chris mentioned for existing projects 
so that is a helpful thing but probably the thing to do is there’s kind of a 
two-pronged aspect of this.  One is addressing wind and the proliferation of 
wind generation throughout Texas.  The other is talking about the actual 
Chapters 313 and 212 which are not necessarily liked by all the members of 
the legislature and indeed as you can see in the later bullets, SB600 was 
introduced by Connie Burton and would have actually entirely repealed 
Chapter 313 tax abatements.  So there’s kind of a larger debate around 
whether the state should be providing or be allowing our local municipalities 
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even these sorts of agreements to help economic development.  I also heard 
today that a similar type of bill regarding limitation of putting – citing wind 
generation around military facilities is being considered at a federal level and 
Congress as well in the National Defense Act which is being considered 
currently in Congress so we will have to continue to see if this is part of a larger 
trend throughout the United States, not just a localized trend here in Texas.  I 
would expect although the bill is currently limited to just wind, it actually is very 
explicit that it only applies to wind generation devices, you could see similar 
legislation being introduced later that could address other forms of generation. 
 You could theoretically make the argument that depending on how the solar 
panels are done, that solar generation facilities create a hazard for pilots in that 
they reflect the sun back and could cause blindness, you know that sort of 
thing.  So you could see that argument being made in the future using this 
SB277 as a template going forward. 

There are also a couple of other items as far as economic development reform 
that people should be aware of and that is this is going to be a top of mind 
topic going into the upcoming sessions.  Chapter 312 expires September 1st, 
2019 so that means to actually continue to have the tax abatements available 
under that provision – under that chapter, they are going to have to 
affirmatively pass legislation extending it next time around and then Chapter 
313 is chapters B&C which handled the tax abatement parts under that 
chapter, will expire December 31st, 2022 so that means that within the next 
two sessions or so, they’re going to have to affirmatively extend those chapters 
and subchapters if they want to continue to have those facilities available for 
tax abatement purposes. 

Some other topics in tax – franchise tax repeal or rebates are always an item of 
interest to the Texas legislature and there were several bills that were filed this 
year around either repealing or providing rebates to the franchise tax.  
Probably the most interesting were ones that were introduced that would have 
provided a reduction in the franchise tax rate if certain economic criteria were 
met in terms of how much revenue was produced by – in the state coffers.  
None of those tax bills around franchise tax repeal or rebate were passed – the 
session but as always they will continue to be a topic of discussion. 

Another item that is up and there have been many bills filed in the special 
session around this and conceivably could be part of the call depending on 
how you talk about school finance, is the assistance fund for tax relief.  
Basically this was a fund that back when we did some tax relief around 
property taxes many moons ago, they put together this ASATR fund that was 
going to help make home any of the ISBs that were impacted negatively by 
those particular reductions.  A few sessions ago the legislature passed a bill 
saying that the ASATR fund would expire in 2017.  There was a huge debate 
or considerable debate during the session as to whether ASATR should be 
continued or not.  Many bills were filed around that but no bill was ultimately 
passed extending the ASATR funds and so as of right now come September 
1st, 2017, the ASATR funds will no longer be available for ISDs.  Now over the 
years school districts have been lowering the amount of funds they gained from 
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the program and it has come down considerably and now is only about 200 to 
300 million dollars depending on how you look at it but for some of these 
districts they are stating that is going to cause a huge impact in their budget.  I 
saw one ISD stating that they were going to take about a $14 million hit or $11 
million hit which was going to represent about a 14% impact to their budget in 
the next upcoming school year.  So it is an item of contention as to how they 
can assist those school districts that do still need the funds that are already at 
the maximum tax rate that they’re allowed to tax and would – could conceivably 
have some serious impacts if they were to lose these funds.  I’ve seen a whole 
bunch of bills filed during the special session around ASATR but whether they 
will move forward or not is a debatable question. 

Moving on to government transparency, Boeing v. Paxton was a case that 
basically revised how transparency around government contracts are done and 
seeking to kind of go back to a pre-Boeing decision situation both Senator 
Watson and Representative Capriglione introduced bills to help try to open up 
and increase the transparency around state contracting.  Those are bills 
SB407 and 408 and HB792 and 793.  The Senate bills were the ones that 
moved and they passed out of the Senate chamber but there was (inaudible) 
business opposition that resulted in them faltering in the House.  The biggest 
concern being that the way the bills in 407 and 408 were constructed, basically 
anyone who was going in and doing a bid for a public contract would basically 
have all of those materials subject to a (inaudible) information request or have 
them published up on a public state website and there was justifiable concern 
that that could aid up providing competitive and proprietary information out in 
the public sphere.  There was some talk in some circles about possibly putting 
a time limit on it saying that you know after the contract – it would only be for 
contracts that actually are awarded and those materials would be – could be 
kept private for a period of like 12 months or 24 months but ultimately those 
sorts of amendments were not accepted or put into place and the bill faltered in 
the House because of it. 

Another one that was around government transparency was HB1295 reform.  
HB1295 was introduced by Capriglione in the last session and ended up 
creating some unexpected reporting requirements and so he filed HB1295 this 
session to help address those.  Unfortunately HB1295 did not pass but parts of 
the bill that help with reporting for publicly held entities along with some other 
entities, was incorporated into SB255 by Capriglione which did pass and will 
become law effective September 1st. 

Other items that are of note, state purchasing of electricity for those of you who 
are entering into PPA agreements or trying to do renewable energy 
agreements with state agencies, there were some debates around the GLO 
state power program.  A bill was introduced by Representative Clardy and 
Senator Hancock that would have removed the ability of the GLO to continue to 
sell power their existing program.  So they would no longer be able to sell 
electricity but they would be able to sell natural gas.  There’ve been many ISDs 
and many municipalities that have taken advantage of this GLO program but 
the argument was made by some businesses that what ended up happening is 
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that it created a self-perpetuating situation where these government arms were 
no longer going out for bid and so it was creating a non-transparent and non-
effective process.  So Senator Hancock and Representative Clardy introduced 
these bills – the bill changed considerably over time and then eventually SB736 
which was passed basically said hey could the GLO at least provide us some 
information report before the next legislature on the program because even 
during the committee hearings they were not able to get really great answers 
was because of a scope and what rates were being provided under the 
program etc.  So that report is due September 1st, 2018 and then there’s some 
talk that perhaps there would be an interim study around the program which 
that report could feed into. 

Also potentially of interest is the state counsel on competitive government was 
abolished and its functions moved into the comptroller’s department so if you 
had been working through that group, note that that group is no longer in effect 
as of September 1st, 2017 and that all of those functions will now move to the 
comptroller’s office for state contracting. 

And that is the last slide I have.  I see we have a couple of questions in our 
queue so I will turn it over to Chris to allow him to kind of start queuing up 
those questions. 

Chris Reeder Yeah we have about – and thank you Eric, very helpful and informative 
discussion.  We have about 10 minutes left in our hour.  We have a couple of 
questions that are pending in our queue; I see that there’s a third one now and 
we are going to discuss those now and I’m going to encourage everybody 
who’s still listening in that if you have any questions, please go ahead and 
submit those and we’re happy to try and address those as best as we can.  So 
let me kind of be the game show host here and ask Eric to take the first one 
which is if the ASATR consideration goes away, would that effect a school 
district’s willingness to negotiate 313 tax agreements? 

Eric Padilla And that’s a really good question and the answer that’s a good question.  
Theoretically if ASATR goes away, it will impact some ISDs more than others.  
I would assume that those ISDs who no longer require ASATR funds that 
would not be issue for them to do 313 agreements but for those ISDs who are 
now more cashed out because they no longer have that ASATR assistance, it 
would definitely put a kind of boundary on them as to how much they would be 
able to negotiate.  So I would assume there would be some impact but I think 
the impact would be variable as to – depending on which ISD you were 
negotiating with. 

Chris Reeder Okay that you Eric.  I don’t have anything to add to that.  Let me turn now to 
the next question, could Senate Bill 277, which is the wind citing bill be 
interpreted to apply to other energy types such as solar?  How clearly is the 
energy device defined as wind power?  I’ll go ahead and start answering that 
Eric and if you have some additional thoughts, I’d be very happy for you to 
chime in.  The answer is that it’s very clear with the text of the statute or the bill 
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that will become a statute, it’s very clear that that is directed to a wind powered 
energy device.  The relevant provision is that if you’ve got a parcel of real 
property and a wind powered energy device is installed or constructed on that 
same parcel within the 25 nautical miles then the – per additions can apply.  So 
in the definition section it refers to the definition that’s assigned to that phrase 
by Section 11.27 of the Texas Tax Code and that definition which I ran 
downstairs to get when Eric was presenting means an apparatus designed or 
adapted to convert the energy available in the wind into thermal mechanical or 
electrical energy.  To store the converted energy either in the form to which 
originally converted or another form or to distribute the converted energy.  So 
it’s very clear that this relates to wind power production and my personal 
estimation is that it would be at best a huge stretch to try and expand that into 
such as solar collectors.  I suppose you could say that if you’ve got a solar 
facility that it’s co-located or perhaps sharing facilities that would be covered in 
this particular definition, then maybe it would touch those as well.  For example 
if you’ve had a collection system that maybe has the same facilities that were 
collecting from wind and from solar generation on site then perhaps the fact 
that it was connected to solar wouldn’t save it but I think other than that, with 
this text it would be quite a stretch to apply it to other forms of energy and I will 
also conclude by reminding everyone about Eric’s observation that at least in 
Congress there may be attempts to expand this concept to other types of 
facilities.  Eric I don’t know if you had anything else to add. 

Eric Padilla No I think you covered that well and just as a reminder, to some degree 
depends on if you think the political considerations for passing this bill were 
true concern about the safety of our military aviators or whether it was more of 
a political consideration to attack or address renewables versus other forms of 
generation.  If the latter then it could conceivably be seen as a format for going 
after other forms of renewable energy in the future. 

Chris Reeder Okay we have a couple of questions related to House Bill 199 which is in the 
special session and that’s the one that as I mentioned would prohibit increased 
or specialized fees or rates on customers who owned behind the meter or 
render solar generation.  The first question is House Bill 199 likely just a 
response to the El Paso electric rate case in process now with no likelihood of 
passage now or in the future or is it an indication that the 2019 legislature or 
the PUC rulemaking in the interim might address the issue of special rates, 
significant increases for (inaudible) generation.  Let me start talking about this 
and let me first say my firm – my colleagues are representing parties in the 
El Paso electric rate case so I’m a little reluctant to get into that.  I guess my – 
again personal kind of reaction to this is that it’s very unlikely that the bill will 
pass given that it’s not on the call and so I don’t see that this is something that 
in the immediate term has much of a prospect.  It strikes me as one that is 
intended more to send a signal about – at least at particular members 
inclinations and to try and prod a discussion as to the prospects for the 2019 
legislature.  It seems to me like it’s a little bit earlier but I would not at all be 
surprised if that were to be an issue in the 2019 legislature.  I further would 
think that the PUC could direct some attention to this but I think with the 
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number of items on their plate or with the anticipation that the next legislature 
will delve much more deeply into energy issues than it did this time, again 
strictly a personal opinion I think that this might be something the commission 
would defer or perhaps simply study at this point so they can make 
recommendations in the future.  Eric I don’t know if you have a different 
perspective. 

Eric Padilla I think that as far as the likelihood of passage, I think it’s very limited.  I agree 
with you Chris, it’s probably just a – kind of a notice of hey this is out there 
related to the El Paso case.  We have seen things like this before where bills 
that are introduced during the special session are then reintroduced at later 
sessions and there’s always the possibility of that.  As far as a broader policy 
discussion, I think that you know whether it’s this type of bill or some other 
vehicle and there’s definitely an increasing amount of discussion around how 
do you insure that with increasing penetrations of distributive generation 
regardless of whether it’s renewable or not and the fact that most infrastructure 
is based off of volume metric rates, how are TDUs and distribution companies 
going to effectively recover the rights that they need to – the revenues that they 
need to do to keep that infrastructure alive and this is just one aspect of that 
broader discussion which is happening both in Texas and across the United 
States.  So regardless of whether this particular type of bill that we see in the 
future, I do believe we’re going to see at least a broader discussion of how do 
TDUs address that issue becoming more and more common going forward and 
then the question becomes is that a PUC regulatory type issue or is it 
something where the PUC feels that they need legislative direction to be able 
to address it. 

Chris Reeder Yeah I think that’s right Eric and I think from everything we’ve seen there’s 
going to be a greater market share or percentage of demand served by this 
kind of distributed generation and I think everything I’ve seen is that not only 
are utilities looking at perhaps revenue drop offs or the need to kind of 
reallocate their fees.  I know that the Austin energy representative discussed 
that very point in our last webinar but also I think conventional generators – 
conventional slash renewable generators.  The more that that takes hold and 
becomes a significant source of energy served, the more they need to look at 
the investment model, not only in (inaudible) market but across the country.  

There’s one more question and I don’t know that we can really address it 
because we’re at an hour.  The question is what can we do to get House Bill 
199 passed.  I don’t know that I can really suggest anything other than talk to 
your local representatives and senators and I guess the first thing would be to 
call the governor and suggest that he should put that on the special session 
call.  Eric do you have any thoughts on that or any concluding thoughts? 

Eric Padilla Yeah I mean if you want it past this session it has to be added to the call so 
that has to go through the governor but definitely contact your legislatures.  
Contact your local municipal government because they can also influence your 
state legislatures as well.  Get with industry groups that would be supportive of 
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it and that can advocate for it and just realize that these sorts of things usually 
take multiple cycles to get through so even if it was a very uncontroversial bill, 
it would probably take one or two sessions for it to eventually pass. 

Chris Reeder Okay so we’re at the hour mark so we’re going to go ahead and bring our 
webinar to a close.  Thanks for joining us today.  We hope this was helpful to 
you and your organization.  If you haven’t done so already, please click on the 
survey icon at the bottom of the screen to complete our short survey.  We 
really rely on that feedback to assist us in forming our future programs.  
Speaking of which we very much invite you to attend our next webinar in the 
series and that’s going to address fighting issues in renewable energy 
development and particularly focusing on solar; not only issues but how to 
overcome those issues.  We haven’t set the exact date yet but it will be in 
September and we’re lining up some very interesting speakers to present at 
that and so we hope that you can attend that as well.  We’ll send an 
announcement to the same email list.  As a final remember we’ve been 
approved for Texas continuing legal education credit so go ahead and click on 
the bottom of the screen – the CLE widget for that.  Recording of the webcast 
will be available tomorrow for watching and sharing in case you want to watch 
it again.  I know you do, it was very exciting.  Once available a link to the 
recording will be emailed to you along with a certificate of attendance.  So that 
concludes the webinar.  Thanks very much everybody and hope to see you 
soon. 
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