Model Staff Report to Support Resolution
Directing Oncor Concerning Just and Reasonable Rates

Recent Public Utility Commission of Texas (“Commission”) proceedings related
to approval of conversion of Oncor into a Real Estate Investment Trust (“REIT”) resulted
in the Commissioners’ desire to share $200 million to $250 million in annual federal
income tax (“FIT”) savings with Oncor ratepayers. Since the proceeding involving a
change of ownership and control of Oncor was not a rate case, the Commission had no
jurisdiction to order a reduction in rates. The new owners of Oncor indicated an intent
to file a rate case in mid-2017 to become effective in 2018. Believing that a two year
wait to factor FIT savings into rates was too long to wait, the Steering Committee of
Cities Served by Oncor decided to initiate a rate case against Oncor.

Whereas Clauses Explained

Cities have original rate making jurisdiction over Oncor’s rates and services
within their municipal limits. The Commission has original jurisdiction over the environs
outside municipal limits and appellate jurisdiction over city rate mailing orders.

As a regulatory authority, Cities that retain original jurisdiction may initiate rate
making proceedings by filing a resolution requiring a public utility to show cause why
rates should not be reduced.

The City works with other similar Oncor Cities on regulatory issues through the
Steering Committee of Cities Served by Oncor which has functioned continuously since
1988.

The Executive Committee of the Steering Committee recommends that member
Cities pass show cause resolutions to initiate a rate case so that Oncor rates may be
reduced.

Resolved Sections Explained

Section 1 provides notice to Oncor that it is compelled to file information that
would otherwise be required if the Company filed a request to increase rates at the
Commission by September 1, 2016. This Section requires that historic data from
calendar year 2015 be filed to demonstrate that its rates should not be reduced.

Section 2 authorizes Cities’ representatives to file requests for information which
shall be answered by Oncor within 15 days of receipt.

Sections 3 and 4 set other dates critical to the procedural process for rate setting.
Cities’ report will be due on October 13, 2016 and the Oncor rebuttal will be due
November 10, 2016.

Section 5 establishes that a hearing will occur and final order will be issued
between November 15, 2016 and December 15, 2016.



Section 6 provides that the procedural schedule may be amended by the City
and that other orders may be extended. For example, once the REIT conversion is
finalized, Cities may enter interim orders requiring a sharing of tax savings that benefit
ratepayers.

Section 7 authorizes the hiring of legal counsel and authorizes the Executive
Committee to hire consultants.

Section 8 confirms that Cities will seek reimbursement of their rate making
expenses from Oncor.

Section 9 confirms that the resolution was passed in compliance with Open
Meeting laws.



