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DIGEST

Currently, Section 13.255, Water Code, provides a mechanism for municipditiesin Texasto be granted
asingle cetification to provide water and sewer service for areas within their corporate limits when the
certificate of convenience and necessity for those areaswas previoudy held by another retail public utility.
Thisstuationgenerdly arissswhenaprevioudy rura areaisincorporated or isannexed intoamunicipaity
dueto urban growth. The municipality compensatestheretail public utility for thetransferred servicearea
and infragtructure. This compensation is determined by an gppraiser selected solely by the retail public
utility with the cost of the gppraiser to be paid by the municipdity. The appraiser’ sdecisonisbindingon
the TexasNatura Resource Conservation Commission (TNRCC). Thishill would provideagatutory due
process mechanism whereby disputes over an gppraiser’ s qualifications may be equitably resolved by the
parties or TNRCC.

PURPOSE

As proposed, C.S.H.B. 1362 provides a statutory due process mechanism whereby disputes over an
gopraser’s qudifications may be equitably resolved by the parties or Texas Naturd Resource
Conservation Commission.

RULEMAKING AUTHORITY

This bill does not grant any additiona rulemaking authority to a state officer, ingtitution, or agency.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Section 13.255, Water Code, by amending Subsection (1), to requirethe
compensation provided under Subsection (g) to be determined by a qudified individud or firm to serve
asindependent gppraiser, to which themunicipality and theretail public utility (utility) agree. Requiresthe
municipaity and the utility to each gppoint an individua or firm to serve as independent appraiser by a
certain date, if the utility and municipdity are unable to agree on asingle individua or firm to serve as
independent appraiser. Authorizes the utility or municipality to petition the Texas Naturd Resource
Conservation Commission (TNRCC) or aperson designated by TNRCC for this purposeto appoint athird
independent appraiser to reconcile the appraisals of the other appraisers, if the gppraisers are unable to
agree on a determination of compensation by a certain date. Prohibits the determination of the third
gppraiser from being less than the lesser or more than the grester of the two appraisals. Providesthat a
determination of compensation under this subsection isbinding on TNRCC. Requiresthe utility and the
municipality to share equaly the costs of the independent appraisers.

SECTION 2. Makes gpplication of this Act prospective.
SECTION 3. Effective date: September 1, 1999.

SECTION 4. Emergency clause.

SUMMARY OF COMMITTEE CHANGES

SECTION 1.
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Amends Section 13.255, Water Code, by amending Subsection (1), to delete proposed text
requiring the amount of compensation to be paid to the utility to be determined by a quaified
individud or firm serving asindependent gppraiser to which the utility and the municipdity agree,
if the affected retail public utility is located in an area annexed under Section 43.023, 43.024,
43.025, or 43.028, Local Government Code. Deletes proposed text requiring the independent
appraisersto meet to attempt to reach an agreed determination of the amount of compensation by
acertain date. Make conforming and nonsubstantive changes. Redesignates proposed Subsection
(n) as part of Subsection (1).

SECTION 2.
Makes gpplication of this Act prospective.
SECTION 3.

Effective date: September 1, 1999, rather than upon passage.
Redesignates proposed SECTION 2 as SECTION 4.
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