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Power Talk UNITED COOPERATIVE SERVICES

STRAIGHT TALKING

B Proudly touting
the co-op philosopy

nited CEO and General
Manager Ray Beavers was
recently invited to appear on

— the Granbury Chamber of

3 -
2P ]

Commerce “Spotlight On
Business” cable TV show, which
regularly features key busi-
nesses and groups serving in
the Granbury area.

The segment was taped at
the Granbury High School
Channel 7 Studio and was
scheduled to be rebroadcast
several times in November on
the community’s local cable
channel.

During the interview,
Beavers provided an overall
profile of United Cooperative
Services that included pertinent
information about the co-op’s
service territory, employment
data and its interest in contrib-
uting to each of the communi-
ties it serves.

He also noted differences

Please see MESSAGE, Page 6

POWER:
Perspectives Q&A

| Taking a condensed look
at some big issues facing
the state’s electric in-
| dustry—some leading
viewpoints.
......... PAGE 2

Rate Comparisons
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POWER:P- R

Here are j ust a few
eregulation, price-to- of the states 1ead1ng

beat, generation,

transmission, capacity, load VleVVp()lntS M()I'e
curtailment, reserves, demand- 11 f 11

side management, and environ- Wl 10HOW
mental protections are but a in 2007

fraction of the many industry
parlances associated with un-
certainties in today’s Texas
electric market. And when the
80th Texas Legislative Ses-
sion convenes, those
buzzwords will become the
thrust of a continued debate
between
policymakers,
environmental-
Ists, electric pro-
viders and con-
sumer activists to find
the metes and bounds
between reliablity,
profitablity and affordability.
No small task. But Texas’
economy and the quality of life
of every state resident depends
on finding some common
ground.
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SPECTIVES

TEXAS ELECTRIC
COOPERATIVES

MIKE WILLIAMS
President/CEO
Texas Electric
Cooperatives

In your opinion today, what is the most critical
challenge for the Texas electric industry?

Given the growth of our Texas economy, our most criti-
cal challenge is to simply keep the lights on. Ordinary
folks don’t generally care much about the details of doing
that. They just want to know that when they flip the
switch, the lights come on. And if the lights don’t come
on, then they want to know who to call. But to keep the
lights on two things must happen: Additional generation
must be built and new high-voltage lines must be con-
structed, which have the capacity to move that power from
where it is produced to load centers where people con-
sume it. Of course all of this must be done while keeping
the costs as reasonable as possible and while protecting
the environment.

What sort of role should the Texas Legislature
play in meeting that challenge when the Legisla-
ture convenes in the 80™ Regular Legislative
Session?

The Legislature probably does not need to take any
action. Laws and regulations already exist that should
provide for this new capacity to be added in a timely man-
ner.

YOUR LOCAL
COOPERATIVE

RAY BEAVERS
CEO/Manager
United Coopera-
tive Services

In your opinion today, what is the most critical
challenge for the Texas electric industry?

To list the single, most critical challenge facing the
Texas electric utility industry is not as simple as one might
think. The electric utility industry has many challenges
that will eventually determine how we, as consumers, will
use electric energy in the future. First, when the discus-
sions concerning deregulation were launched more than
10 years ago, much of the talk focused on the planning
required to meet the inevitable energy demand on our
state’s electricity infrastructure, namely new generation
and transmission facilities. To our disappointment, the
importance our regulating authorities had previously
placed on this necessary planning has disappeared. That
leaves us in our current predicament: we now have inad-
equate generation to meet our growing needs, an aging
transmission infrastructure, raging environmental de-
bates and political concerns. The state of Texas could
eventually find itselfin the same situation California con-
sumers did early this century, when that state’s electric-
ity infrastructure was brought to its knees by capacity
deficiencies. Just as in California, which lacked enough
electric generation to handle growing demand for elec-
tricity and adequate transmission to deliver electricity to

Please see POWER PERSPECTIVES, Page 4
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POWER PERSPECTIVES
continued from PAGE 3

[Mike Williams]

What is your view of deregulation’s current and
future impact on the Texas energy
market?

Many will argue that it is still too early to tell what the
impact has been. The Texas experiment was designed
with some artificial mechanisms, which were intended
to “jump start” this market. The prevailing opinion of
the Texas Legislature will likely be that it will be several
more years before we know what the impact is.

Given your responses to the above questions,
please explain whether you think the status of
the state’s energy sector will improve or worsen
in the next five years.

I can’t speak for the other market segments, but I know
that electric cooperatives in Texas will continue to pro-
vide reliable electric service at a reasonable price as they
have for almost 70 years.

[Ray Beavers]

and from different parts of the state, Texas’ electric grid
reliability could become a big concern.

What sort of role should the Texas Legislature

play in meeting that challenge when the Legis-

lature convenes in the 80™ Regular Legislative
Session?

There are many issues the Legislature will tackle in
the upcoming session. Reinventing deregulation bill
(SB7) and making wholesale changes would be like put-
ting the genie back in the bottle. The debate shouldn’t be
over the virtues of deregulation because that decision was
made seven years ago. Answering the public’s concerns
about such topics as the environment and the planning
and siting of transmission lines is necessary if were to
find a quick solution to our potential power crunch. Un-
fortunately, time is a limiting factor. It takes years to
build power plants. It will take an equally significant time
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investment to bring our transmission infrastructure to a
point where it can meet the demands that strain the sys-
tem today. The political debate should be about these chal-
lenges, while allowing time for the competitive pressures
to work out the market issues. Eventually, in my opinion, it
could take years to have a self-sustaining competitive mar-
ket.

What is your view of deregulation’s current and
future impact on the Texas energy
market?

It is difficult to grade the effects of deregulation in
our state. Some consider deregulation a success. From
the standpoint of implementation, I agree. However, the
promise of a truly competitive environment has not been
realized. Normally, competition occurs when there is (1)
excess inventory in the market and (2) a willing party
that can sell it at a cost that is sufficient enough to sus-
tain a profit and survive. There is no incentive for pro-
viders to lower prices when there is no excess generating
capacity to offer in the market—all generators are already
struggling to meet present demand, and at present pric-
ing. In addition to those market constraints, Texas re-
lies on natural gas as the primary fuel to run the genera-
tors and we're all aware of the dramatic price increases
in the natural gas markets. Electricity is produced upon
demand and cannot be stored in warehouses. And when
everyone in the state decides to operate their air condi-
tioners at the same time, they trigger an immense de-
mand that requires generation and transmission to be
fully operational and loaded. Transmission problems
have also limited the ability to shift power from areas
that need more of it to be truly competitive. For those
reasons, I don’t believe deregulation has fulfilled its ba-
sic promise: to lower consumer costs.

And beyond cost considerations, market participants
have further eroded public trust after demonstrating the
inability to explain their utility pricing structures to con-
sumers—regulators have long-insisted that customer in-
volvement and knowledge of the market is imperative to
deregulation’s success. However, the players in our state’s
deregulated electricity market have failed to educate and
inform the very people—consumers—who should ben-
efit from competition.

For deregulation to be successful, I believe consum-
ers will one day have to choose between on-peak/off-peak
usage and pricing that is based on that time of usage.
This pricing signal will better promote the efficiencies of
the electric system and ultimately bring savings to the
consumers. Additionally, we will see more advances in
the use of distributed generation and renewable energy
as the price of electricity gets higher and the use of these
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technologies becomes more affordable. All of this will be
the outcome of deregulation.

Given your responses to the above questions,
please explain whether you think the status of
the state’s energy sector will improve or worsen
in the next five years.

I believe the next five years will present more chal-
lenges to the electric industry than we could have ever
imagined. Consumers will be more involved in the deci-
sion-making process, because they should. Debates con-
cerning the environment and siting generating plants and
transmission lines are already primary concerns that are
being expressed. The national energy picture needs to be
scrutinized to insure the balance that we, as consumers,
demand. That balance should include affordability, meet-
ing consumers’ needs, addressing environmental con-
cerns—all without negatively affecting the economic con-
ditions of the region or country. Yes, the next five years
are going to bring monumental change in my opinion.
But after 30 years in the industry, I believe proper aware-
ness and preparation will provide the right answers.

TEXAS
ATTORNEY

David Sibley

Former (Waco) State
Senator and author of
Senate Bill 7— legisla-
tion passed by the Texas
Legislature in 1999 that
began to restructure the
state’s electric industry
into a deregulated mar-
ket.

In your opinion today, what is the most critical
challenge for the Texas electric industry?
Texas needs a more diverse mix of fuels in the

generation of electricity. Approximately 70 percent of
Texas’ electricity generation capacity is natural gas
while the rest of the nation is 40 percent. The price of
gas has proven to be volatile in the last few years. It
was approximately $2 in 1999 and has gone as high as
$12. Texas needs to build more coal, nuclear and wind
generation. Texas is experiencing rapid growth and we
will be running out of generation capacity if we do not
build more.

What sort of role should the Texas Legislature

play in meeting that challenge when the Legis-

lature convenes in the 80™ Regular Legislative
Session?

The role of the Legislature in the 80" Regular
Session is oversight and education. Tight budgets in
2003 and 2005 removed much of the money for
consumer education. The Legislature needs to restore
this funding so the PUC can educate the public on the
ability to shop for electricity.

What is your view of deregulation’s current and
future impact on the Texas energy market?
The market is working so far. Customers can choose

from at least 35 service options offered by over 17

different electric providers. The PUC reports that

prices are lower than they would have been if prices
had remained regulated. Customers who switched have
saved 10 to 15 percent from the prices paid to incum-
bent utilities.

Approximately 35 percent of customers have chosen

a competitor for their electric provider and another 15

percent have chosen an offer from the incumbent

investor-owned utility. I think that 50 percent of the
customers making a choice is a vigorous market and
the market is only partially deregulated at this time.

Five years into long-distance telephone deregulation 19

percent of customers had switched.

The last of the rate regulation ends January 1, 2007,
when the incumbent utilities will be allowed unfettered
competition in their own territories.

Given your responses to the above questions,
please explain whether you think the status of
the state’s energy sector will improve or worsen
in the next five years.

I believe the free market works. If Texas builds
more generation and more diverse generation, electric-
ity will be plentiful and affordable. If we don’t build
more generation, we will have a shortage of electricity
and it will be more expensive.

Price-to-beat goes
away on January |,
2007, and the deregu-
lated market goes full
tilt. No one is sure
what will happen
afterwards, but
everyone seems to
agree that Pandora’s
box can’t be closed
after it has been
opened.
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RATE WATCH

Monthly Bill Rate Comparisons -1000 kWhs
REPs in the TXU Service Territory
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Gexa Green
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Reliant Energy Secure Plan
Stream Energy
Commerce Energy, Inc.
Cirro Smart Saver 24
Reliant Energy Flex Plan
TXU Smart Saver 24
TXU Summer Savings 24
First Choice Renewable
TXU - Price to Beat
Reliant Energy

Green Mountain

TXU - Earth Wise

RETAIL ELECTRIC PROVIDERS -WINTER RATE PLANS

— The rate comparisons shown above represent a small por-
tion of all rates offered in the North Texas Utitlity market for the month of
December 2006. A complete comparison may be obtained by going to

MESSAGE interests, the IOUs ultimately serve demand periods because of
continued from PAGE | only the investor. widespread capacity deficiencies.
between the cooperative’s business He also took the opportunity to He said United would continue
model and that of investor-owned explain some of the critical concerns its procative role in educating its
utilities (IOUs)—explaining that the Texas energy market is facing membership about the state’s
while United’s focus has always today—namely a grid that is growing  power resources and the com-

been on its members and their best ~ more and more strained during peak  plexities of the energy market.
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1. THERMOSTAT SETTING

In the winter, the recommended setting is 68 degrees
Fahrenheit. For each degree above the recommended
setting — energy consumption increases by about six to
eight percent. Consider a programmable thermostat that
raises or lowers the temperature by about five degrees
when your home is unoccupied.

2. KEEP AIR FILTERS CLEAN

Check your filters every month. A filter clogged with
dust and lint won't operate as efficiently — plus, clogged
filters are more likely to promote service problems with
the unit.

3. SEAL LEAKS

One of the least expensive, and most effective, ways
you can do to prevent energy waste is to seal cracks
around doors and windows. Make sure there is full
weather-stripping around doors, windows and the attic
stairway opening. Use caulk to seal small cracks around
windows.

4. FIREPLACE ENERGY LOSS

A fireplace is an attractive addition to any home, but
it can be a real energy waster if you forget to close the
damper when it isn’t being used. Close your fireplace
flue. The hot air emitted from your heating system es-
capes out of your chimney almost as effectively as heat
and smoke from your fireplace do, and keeping the
damper open is like keeping a 48-inch window wide open
during the winter; it allows warm air to go right up the
chimney. A glass door for your fireplace will also help
prevent energy loss.

5. CHECK ATTIC VENTILATION AND INSULATION

Proper attic ventilation will help remove unwanted heat
in the summer and unwanted moisture all year long. If
your home is not insulated — or doesn’t have the proper
level of insulation for your climate — you can reduce the
amount of energy needed to heat and cool your home by
adding insulation. Insulation is available in blankets,
batts, pouring wool (or blowing wool), fiberglass or cellu-
lose insulation. Make sure you have eave vents used in
conjunction with ridge, gable or roof vents. Note: Insula-
tion should be 12-14 inches thick with a recommended
insulation value of R38 to R44.
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6. OPEN DRAPES AND BLINDS

Leave curtains, drapes and shutters open during the
day in winter to allow sunlight to enter your home, which
will in turn provide additional heat. Close shades and
blinds at night to reduce the chill you may feel from cold
windows and the amount of heat lost.

ht i.:'r

7. CEILING FANS

Ceiling fans can effectively distribute heat through-
out your home by breaking up the cool and warm layers,
making the overall room temperature uniform. By sim-
ply flipping a switch to reverse the fan’s normal operat-
ing direction, warm air is moved across the ceiling and
down the walls without creating a cooling draft. Fans
cost less to run and use less energy than central air or
space heaters. Also, use kitchen, bath and other venti-
lating fans wisely; in just one hour, these fans can ex-
tract a houseful of warmed or cooled air.

8. HOT WATER

Anywhere from 14 to 20 percent of the total energy
used in a home is used in heating water. To ensure that
energy isn't being wasted, make sure your faucets aren’t
leaking and take showers instead of baths. Your main
unit should be set at 120 to 125 degrees Fahrenheit. If
your water heater is located in an unconditioned area,
install an insulation blanket around it. These blankets
can cut energy for heating water by up to 10 percent.

9. GASKETS

Seal off electric outlets and plates with foam or rub-
ber gaskets or fiberglass insulation on exterior walls.
Plug your home’s air leaks. Plug gaps around pipes,
ducts, fans and vents that go through walls; ceilings and
floors from heated to unheated spaces.

10. LIGHTING

Consider using 4-watt mini-fluorescent or electro-lu-
minescent night lights. Both lights are much more effi-
cient than their incandescent counterparts and the lumi-
nescent lights are cool to the touch. Compact fluores-
cent bulbs are four times more energy efficient than in- & J
candescent bulbs and provide the same lighting — use
them in all the portable table and floor lamps in your

home.
TV I W;;%’*

%
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Facing the real issues

ife takes us down many paths.

Some of these paths are lighted so

that we may find our way with ease,

while other paths are filled with

darkness and without any familiar
landmarks to guide us. My older sons are
realizing this as they now feel their way through
parenthood and the future responsibilities that
come with being fathers.
As new grandparents,
my wife, Pat, and T have
traveled that path and
we well know the many
challenges our sons will
encounter. The point is:
no matter which path we
each choose to travel, we
still have to know where
we want to get—despite
any obstacles we may
face in that journey.

We have been writing
for several months about
the very real concerns
we have for our state’s
electric utility industry,

We have seen electric generation costs
increase by almost 50 percent in the past few
years as natural gas prices have skyrocketed.
Market prices have gone through the roof
because generating capacity is struggling to
meet rising demand. And, it is becoming more
difficult to secure long-term market power at a
reasonable cost since the power plants we need
today to help alleviate
those pressures take more
than two years to con-
struct.

Because of these issues,
it is imperative that our
great state and nation start
looking at both short-term
remedies and long-term
solutions. I don’t know
anyone who has all the
answers. In fact, we may
not know all the questions,
yet. The main point is: we
don’t have a great deal of
time to resolve some of the
issues we believe are
becoming critical.

Nevertheless, our

N A A
RAY BEAVERS

and our nation’s larger
energy picture. There
are many factors that
contribute to these

CEO/General Manager

enduring promise here at
United will be to share our
discoveries with you so you
may be better informed as

concerns and it is
difficult to focus only on
one problem because each problem often rubs
elbows with two close friends.

This new year should be very revealing. We,
as Texans, will be forced to consider the virtues
of deregulation. We will be forced to recognize
that diminished reserves of electric generation
capacity may lead to controlled blackouts. We
will have to understand that an inadequate
transmission infrastructure will create even
more reliability and delivery problems and
finally, we will have to acknowledge that our
environmental concerns may preclude our need
to build additional power plants.

a member-consumer.

My sons’ new roles as parents are no less
perplexing than the uncertainties the state
faces with the electric industry. They can’t
always predict what problems await them
down the road, but I think they fully realize
they can’t ever get to the end of the road by
sitting on their hands. They must do their level
best to deal with situations as they come
along—and with the intention of doing what is
best for their families’ futures. Their true test
will be facing the real issues head-on and then
heading down life’s path with every confidence
they will find their way back home safely.
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