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Adopted rules include new rules, amendments to existing rules, and repeals of existing
LE S rules. A rule adopted by a state agency takes effect 20 days after the date on which it is
filed with the Secretary of State unless a later date is required by statute or specified in
the rule (Government Code, §2001.036). If a rule is adopted without change to the text of the proposed rule, then the
Texas Register does not republish the rule text here. If a rule is adopted with change to the text of the proposed rule, then
the final rule text is included here. The final rule text will appear in the Texas Administrative Code on the effective date.

TITLE 1. ADMINISTRATION
PART 2. TEXAS ETHICS COMMISSION

CHAPTER 22. RESTRICTIONS ON
CONTRIBUTIONS AND EXPENDITURES
1 TAC §§22.1, 22.7, 22.9, 22.17, 22.19, 22.23, 22.29, 22.37

The Texas Ethics Commission (the TEC) adopts amendments to
Texas Ethics Commission Rules in Chapter 22 (relating to Re-
strictions on Contributions and Expenditures). Specifically, the
TEC proposes amendments to §22.1 regarding Certain Cam-
paign Treasurer Appointments Required Before Political Activity
Begins, §22.7 regarding Contribution from out-of-State Commit-
tee, §22.9 regarding Cash Contributions Exceeding $100 Pro-
hibited, §22.17 regarding Prohibition on Personal Use of Political
Contributions, §22.19 regarding General Restrictions on Reim-
bursement of Personal Funds, §22.23 regarding Restrictions on
Certain Payments, §22.29 regarding Activity After Death or Inca-
pacity of Candidate or Officeholder, and §22.37 regarding Virtual
Currency Contributions.

The amended rules are adopted without changes to the pro-
posed text as published in the October 24, 2025, issue of the
Texas Register (50 TexReg 6941). The amended rules will not
be republished.

This adoption, along with the contemporaneous adoption of re-
peals in Chapter 22, amends the rules relating to restrictions on
contributions and expenditures at the Ethics Commission.

State law requires state agencies to "review and consider for
readoption each of its rules ... not later than the fourth anniver-
sary of the date on which the rule takes effect and every four
years after that date." Tex. Gov't Code §2001.039. The law fur-
ther requires agencies to "readopt, readopt with amendments,
or repeal a rule as the result of reviewing the rule under this sec-
tion." Id.

The TEC is continuing its comprehensive review with a review
of the TEC's rules regarding restrictions on contributions and ex-
penditures, which are codified in Chapter 22. The repeal of some
rules and adoption of amendments to other rules will shorten,
simplify, and reorganize the rules to eliminate surplusage and
improve clarity on these restrictions.

No public comments were received on these proposed amended
rules.

The amended rules are adopted under Texas Government Code
§571.062, which authorizes the Commission to adopt rules to
administer Title 15 of the Election Code and Chapter 571 of the
Government Code.

The adopted amended rules affect Title 15 of the Election Code.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 11,
2025.

TRD-202504568

Amanda Arriaga

General Counsel

Texas Ethics Commission

Effective date: December 31, 2025

Proposal publication date: October 24, 2025

For further information, please call: (512) 463-5800

¢ ¢ ¢

1 TAC §§22.3, 22.6, 22.11, 22.21, 22.27

The Texas Ethics Commission (the TEC) adopts the repeal of
certain Texas Ethics Commission Rules in Chapter 22 (relat-
ing to Restrictions on Contributions and Expenditures), including
§22.3 regarding Disclosure of True Source of Contribution or Ex-
penditure, §22.6 regarding Reporting Direct Campaign Expendi-
tures, §22.11 regarding Prohibition on Contributions during Reg-
ular Session, §22.21 regarding Additional Restrictions on Reim-
bursement of Personal Funds and Payments on Certain Loans,
and §22.27 regarding Time Limit on Retaining Unexpended Con-
tributions.

These repeals are adopted without changes to the proposed text
as published in the October 24, 2025, issue of the Texas Register
(50 TexReg 6944). The rules will not be republished.

This adoption, along with the contemporaneous adoption of new
rules in Chapter 22, amends the rules relating to restrictions on
contributions and expenditures at the Ethics Commission.

State law requires state agencies to "review and consider for
readoption each of its rules ... not later than the fourth anniver-
sary of the date on which the rule takes effect and every four
years after that date." Tex. Gov't Code §2001.039. The law fur-
ther requires agencies to "readopt, readopt with amendments,
or repeal a rule as the result of reviewing the rule under this sec-
tion." Id.

The TEC is continuing its comprehensive review with a review
of the TEC's rules regarding restrictions on contributions and ex-
penditures, which are codified in Chapter 22. The repeal of some
rules and adoption of amendments to other rules seek to shorten,
simplify, and reorganize the rules to eliminate surplusage and im-
prove clarity on these restrictions.

No public comments were received on these proposed changes.
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The repealed rules are adopted under Texas Government Code
§571.062, which authorizes the Commission to adopt rules to
administer Title 15 of the Election Code and Chapter 571 of the
Government Code.

The adopted repealed rules affect Title 15 of the Election Code.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 11,
2025.

TRD-202504567

Amanda Arriaga

General Counsel

Texas Ethics Commission

Effective date: December 31, 2025

Proposal publication date: October 24, 2025

For further information, please call: (512) 463-5800

¢ ¢ ¢

CHAPTER 24. RESTRICTIONS ON
CONTRIBUTIONS AND EXPENDITURES
APPLICABLE TO CORPORATIONS AND
LABOR ORGANIZATIONS

1 TAC §24.1, §24.17

The Texas Ethics Commission (the TEC) adopts amendments to
Texas Ethics Commission Rules in Chapter 24 (relating to Re-
strictions on Contributions and Expenditures Applicable to Cor-
porations and Labor Organizations). Specifically, the TEC pro-
poses amendments to §24.1 regarding Corporations and Certain
Associations Covered, and §24.17 regarding Corporate Expen-
ditures for Get-Out-the Vote Campaigns Permitted.

These amendments are adopted without changes to the pro-
posed text as published in the October 24, 2025, issue of the
Texas Register (50 TexReg 6944). The rules will not be repub-
lished.

These adoptions, along with the contemporaneous adoption of
the repeal of one other rule in Chapter 24, amend the rules re-
garding restrictions on contributions and expenditures that are
applicable to corporations and labor organizations.

State law requires state agencies to "review and consider for
readoption each of its rules ... not later than the fourth anniver-
sary of the date on which the rule takes effect and every four
years after that date." Tex. Gov't Code §2001.039. The law fur-
ther requires agencies to "readopt, readopt with amendments,
or repeal a rule as the result of reviewing the rule under this sec-
tion." Id.

The TEC is continuing its comprehensive review with a review
of the TEC's rules regarding restrictions on contributions and ex-
penditures applicable to corporations and labor organizations,
which are codified in Chapter 24. The repeal of one rule and
adoption of amendments to other rules will shorten, simplify, and
reorganize the rules to eliminate surplusage and improve clarity
on these restrictions.

The amended rules are adopted under Texas Government Code
§571.062, which authorizes the Commission to adopt rules to

administer Title 15 of the Election Code and Chapter 571 of the
Government Code.

The adopted amended rules affect Title 15 of the Election Code.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 11,
2025.

TRD-202504571

Amanda Arriaga

General Counsel

Texas Ethics Commission

Effective date: December 31, 2025

Proposal publication date: October 24, 2025

For further information, please call: (512) 463-5800

¢ ¢ ¢
1 TAC §24.5

The Texas Ethics Commission (the TEC) adopts the repeal of
Texas Ethics Commission §24.5 (regarding Corporate Loans) in
Chapter 24 (relating to Restrictions On Contributions And Expen-
ditures Applicable To Corporations And Labor Organizations).

This repeal is adopted without changes to the proposed text as
published in the October 24, 2025, issue of the Texas Register
(50 TexReg 6946). The rule will not be republished.

This adoption, along with the contemporaneous adoption of
amendments of certain other rules in Chapter 24, amends the
rules regarding restrictions on contributions and expenditures
that are applicable to corporations and labor organizations.

State law requires state agencies to "review and consider for
readoption each of its rules ... not later than the fourth anniver-
sary of the date on which the rule takes effect and every four
years after that date." Tex. Gov't Code §2001.039. The law fur-
ther requires agencies to "readopt, readopt with amendments,
or repeal a rule as the result of reviewing the rule under this sec-
tion." Id.

The TEC is continuing its comprehensive review with a review
of the TEC's rules regarding restrictions on contributions and ex-
penditures applicable to corporations and labor organizations,
which are codified in Chapter 24. The repeal of some rules and
adoption of amendments to other rules seek to shorten, simplify,
and reorganize the rules to eliminate surplusage and improve
clarity on these restrictions.

No public comments were received on these proposed changes.

The repealed rule is adopted under Texas Government Code
§571.062, which authorizes the Commission to adopt rules to
administer Title 15 of the Election Code and Chapter 571 of the
Government Code.

The adopted repealed rule affects Title 15 of the Election Code.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 11,
2025.
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TRD-202504569

Amanda Arriaga

General Counsel

Texas Ethics Commission

Effective date: December 31, 2025

Proposal publication date: October 24, 2025

For further information, please call: (512) 463-5800
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PART 4. OFFICE OF THE SECRETARY
OF STATE

CHAPTER 87. NOTARY PUBLIC

The Office of the Secretary of State (Office) adopts, in Title 1,
Part 4, Texas Administrative Code, Chapter 87, new §§87.5,
87.8, and 87.9, concerning the qualification requirements of
Texas notary public applicants. The Office adopts these rules
to implement the new education requirements for notaries in
Senate Bill 693, enacted by the 89th Legislature, Regular Ses-
sion, codified at Chapter 406 of the Texas Government Code
(SB 693).

The Office further adopts amendments to Chapter 87, §§87.13,
87.14, and 87.20, to clarify that, in accordance with Chapter 406
of the Texas Government Code, an applicant is not qualified to
be commissioned as a traditional or online Texas notary public
unless the applicant satisfies the mandatory education require-
ments.

Sections 87.5, 87.8, 87.9, 87.13, 87.14, and 87.20 are adopted
with changes to the proposed text as published in the October
24, 2025, issue of the Texas Register (50 TexReg 6946). These
rules will be republished. The changes to §87.5 provide that the
fee for the notary education or continuing education course will
be $20. The changes to §87.8 and §87.9 reflect that the Office
will establish and offer the education and continuing education
courses, as required by SB 693; an applicant must successfully
answer a minimum of 70% of questions presented to the appli-
cant during the education or continuing education course; and
an applicant must take the education or continuing education
course on or before the 90th day after the date on which the
Office receives the course fee from the applicant. The changes
to §87.13, §87.14, and §87.20 clarify that the proof of success-
ful completion of the notary education or continuing education
course remains valid for a year before the applicant submits a
notary public application to the Office. The Office made each of
these changes in response to public comments received, as de-
scribed below.

BACKGROUND INFORMATION AND JUSTIFICATION

The adoption implements SB 693 (89th Legislature, Regular
Session), which creates a framework in Chapter 406 of the
Texas Government Code to require and provide education for
the appointment of a notary public applicant and continuing
education for the reappointment of a notary public. The bill took
effect on September 1, 2025.

As enacted by SB 693, Chapter 406 of the Texas Government
Code requires the Office to adopt rules necessary to establish
education requirements for appointment and continuing educa-
tion requirements for reappointment as a notary public not later
than January 1, 2026.

Texas Government Code §406.023(d)(1) specifies that the Of-
fice may not require a person to complete more than two hours of
education for appointment or two hours of continuing education
for reappointment as a notary public. Texas Government Code
§406.023(d)(2) directs the Office to establish and offer educa-
tion and continuing education courses and allows the Office to
charge a reasonable fee for those courses. Texas Government
Code §406.023(d)(3) directs the Office to require that the ed-
ucation and continuing education course hours required for ap-
pointment or reappointment as a notary public may only be com-
pleted through a course established and offered by the Office. In
addition, Texas Government Code §406.023(d)(4) prohibits the
Office from requiring a person appointed as a notary public be-
fore September 1, 2025 to complete education requirements re-
quired for initial appointment as a notary public on or after that
date. SB 693 also established that the successful completion of
a notary education course or continuing education course is now
a mandatory qualification for commissioning as a Texas notary
public or renewal of an existing Texas notary public commission
under Texas Government Code §406.006 and Texas Govern-
ment Code §406.011.

The purpose of these new rules under Chapter 87 (Notary Pub-
lic) is to provide information regarding the education require-
ments for persons applying for or renewing a Texas notary public
commission in accordance with SB 693. The changes will ap-
ply to notary public appointment and reappointment applications
submitted to the Office on or after January 1, 2026.

COMMENTS

The 30-day comment period ended on November 23, 2025. Dur-
ing this period, the Office received comments regarding the pro-
posed rules from 12 interested parties. A summary of the com-
ments relating to the proposed rules and the Office's responses
follows.

Comment: Several commenters noted that proposed §87.8 and
§87.9 did not indicate that the Office would "offer" the educa-
tion and continuing education courses, as required under Texas
Government Code §406.023(d)(2), or otherwise describe how
the Office would develop, review, and maintain the curriculum
for each course.

Response: The Office appreciates the request for clarity regard-
ing the presentation of the education and continuing education
courses. The Office has established a curriculum for each
course and secured a technological platform to provide the no-
tary education, the details of which are outside the scope of the
proposed rules. The Office has revised §87.8(c) and §87.9(c) to
reflect that the Office will establish and offer the courses.

Comment: The Office received 11 comments expressing oppo-
sition to the proposed $50 fee to take the initial education course
or the continuing education course. The commenters suggested
a range of alternative fee options ranging from no cost to $35 per
course.

Response: The Office appreciates the comments related to the
proposed fees and has revised §87.5 to provide that the fee for
the education or continuing education course is $20.

Comment: Several commenters suggested that §87.8(d) and
§87.9(d) be revised to allow an applicant 90 daysa€"rather than
60 daysa€"to complete the education or continuing education
course after submitting payment to the Office. One of the com-
menters stated that a 90-day period would provide greater flexi-
bility for applicants with professional or personal obligations.
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Response: The Office appreciates these comments and has re-
vised §87.8(d) and §87.9(d) to require an applicant to take the
education or continuing education course on or before the 90th
day after the date on which the Office receives the course fee
from the applicant.

Comment: Several commenters suggested that §87.13, §87.14,
and §87.20 be revised to specify the length of time for which
the proof of course completion remains valid before an individual
applies for a notary public commission.

Response: The Office appreciates these comments and has re-
vised §87.13(a)(2)(E), §87.14(a)(2)(D), and §87.20(e)(2)(D) to
clarify that the proof that the applicant has successfully com-
pleted the notary education or continuing education course re-
mains valid for one year before the applicant submits a notary
public application to the Office.

Comment: Several commenters suggested that §87.13, §87.14,
and §87.20 be revised to remove the requirement that an appli-
cant provide proof of payment of the course fee with a notary
public application. The commenters believed that the course
completion certificate should suffice as proof of payment be-
cause the course is established and offered directly by the Office.

Response: The Office declines to revise §87.13, §87.14, or
§87.20 as suggested. The existing wording in §87.13(a)(2)(F),
§87.14(a)(2)(E), and §87.20(e)(2)(E) is intended to ensure
clarity regarding the course fee. In these provisions, the Of-
fice intends to address instances in which a person pays for
and successfully completes the notary education course, later
requests a refund or chargeback of the fee, and seeks to be
commissioned as a notary public based on their completion of
the education course.

Comment: Several commenters expressed their opposition to
the requirement in §87.5(c), §87.8(d), and §87.9(d) that an ap-
plicant pay a new fee for each attempt of the education or con-
tinuing education course. The commenters suggested that the
Office should assess only a nominal fee, if any, for an applicant
to retake the course.

Response: The Office appreciates the comments and took these
considerations into account in the proposed rules. The Office be-
lieves that requiring an applicant to pay the course fee for each
attempt will help maintain the integrity of the notary education
process and encourage the applicant to adequately prepare for
the questions presented during the course. In addition, the Office
determined that this provision was consistent with other profes-
sional examinations administered in Texas. The Office made no
changes to the rules in response to these comments.

Comment: Several commenters stated that the Office should not
limit the number of times that an applicant may attempt to take
the education or continuing education course over a defined time
period.

Response: The Office appreciates the comments and took these
considerations into account in the proposed rules. The Office
determined that imposing a limit on the number of times that
an applicant may attempt to complete the course in a 3-month
period, as provided in proposed §87.8(e) and §87.9(e), would
promote the effective training of well-prepared notaries public.
The Office made no changes to the rules in response to these
comments.

Comment: Several commenters suggested that §87.8(c) and
§87.9(c) be revised to require only completion of the education
or continuing education course rather than a passing score on an

examination. On the other hand, some commenters expressed
their support for the testing provisions in §87.8(c) and §87.9(c).

Response: The Office appreciates the comments and took these
considerations into account in the proposed rules. The Office
strongly supports testing to verify that an applicant demonstrates
the requisite knowledge of the laws and rules governing notaries
public. In addition, the testing provisions in §87.8 and §87.9 are
consistent with Texas Government Code §406.006 and Texas
Government Code §406.011, which provide that the successful
completion of an education or continuing education course is
a mandatory qualification for commissioning as a Texas notary
public or renewal of an existing Texas notary public commission.
The Office made no changes to the rules in response to these
comments.

Comment: Several commenters expressed their opposition to
the 80% passing-score threshold in §87.8(c) and §87.9(c), in-
cluding suggesting that the minimum passing score be reduced
to 70%, consistent with other professional examinations admin-
istered in Texas.

Response: The Office appreciates these comments and has re-
vised §87.8(c) and §87.9(c) to provide that an applicant must
successfully answer a minimum of 70% of questions presented
to the applicant during the education or continuing education
course.

Comment: Several commenters suggested that the proposed
rules be amended to remove the requirement that an applicant
applying for an online notary commission take a separate educa-
tion course containing online notary public subject matter. Some
of the commenters recommended that the Office establish a sin-
gle notary-practices course, with one fee, containing education
encompassing the responsibilities of a traditional notary public
and an online notary public.

Response: The Office declines to revise any of the proposed
rules as suggested. The education courses for traditional notary
commissions and online notary commissions are two separate
curricula. Most of the topics in the two courses do not overlap,
as the Office has strived to limit the amount of duplicative in-
formation in the courses. As traditional notarizations and online
notarizations are subject to different laws and rules, the Office
believes it is important that the processes for these notarizations
are taught in their respective courses.

SUBCHAPTER A. GENERAL PROVISIONS
1 TAC §87.5
STATUTORY AUTHORITY

The new rule is adopted as authorized by Texas Government
Code §406.023 and Texas Government Code §2001.004(1).
Texas Government Code §406.023 authorizes the Office to
adopt rules necessary to implement the notary public education
requirements in Chapter 406 of the Texas Government Code.
Texas Government Code §2001.004 requires a state agency to
adopt rules of practice stating the nature and requirements of
formal and informal procedures.

§87.5.  Notary Education Fees.

(a) The nonrefundable fee for the notary education course is
$20.00.

(b) The nonrefundable fee for the notary continuing education
course is $20.00.
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(c) An applicant must pay a separate notary education course
fee or notary continuing education course fee each time the applicant
takes a course.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504626

Adam Bitter

General Counsel

Office of the Secretary of State

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 475-2813

L4 ¢ L4
SUBCHAPTER B. ELIGIBILITY AND
QUALIFICATION
1 TAC §87.8, §87.9
STATUTORY AUTHORITY

The new rules are adopted as authorized by Texas Government
Code §406.023 and Texas Government Code §2001.004(1).
Texas Government Code §406.023 authorizes the Office to
adopt rules necessary to implement the notary public education
requirements in Chapter 406 of the Texas Government Code.
Texas Government Code §2001.004 requires a state agency to
adopt rules of practice stating the nature and requirements of
formal and informal procedures.

§87.8.  Notary Education.

(a) An applicant must fulfill the education requirement under
Texas Government Code §406.006 before the applicant may apply for
appointment as a Texas notary public.

(b) To fulfill the education requirement, an applicant must first
pay the notary education course fee specified in §87.5(a) of this title
(relating to Notary Education Fees).

(c) After payment of the required notary education course fee,
an applicant must take a notary education course that does not exceed
two hours and has been established and offered by the secretary of state.
The applicant must successfully answer a minimum of 70% of ques-
tions presented to the applicant during the education course.

(1) Ifanapplicantis applying for a traditional notary public
commission, the applicant fulfills the education requirement by taking
a notary education course and successfully answering questions on tra-
ditional notary subject matter.

(2) Ifanapplicantis also applying for an online notary pub-
lic commission, the applicant fulfills the education requirement by tak-
ing a notary education course and successfully answering questions on
online notary public subject matter.

(d) An applicant must take the notary education course on or
before the 90th day after the date on which the secretary of state re-
ceives the course fee from the applicant. Failure to take the education
course within 90 days will result in forfeiture of the course fee, and any
completion of the course after the 90-day period has expired will not
fulfill the education requirement. The applicant must pay a new fee to
reattempt the notary education course.

(e) An applicant may not complete a notary education course
more than 3 times in a 3-month period to fulfill the education require-
ment.

§87.9.  Continuing Education.

(a) A Texas notary public must fulfill the continuing education
requirement under Texas Government Code §406.011 before the notary
public may apply for reappointment as a Texas notary public.

(b) To fulfill the continuing education requirement, a notary
public must first pay the notary continuing education course fee speci-
fied in §87.5(b) of this title (relating to Notary Education Fees).

(c) After payment of the required notary continuing education
course fee, a notary public must take a continuing education course
that does not exceed two hours and has been established and offered
by the secretary of state. The notary public must successfully answer
a minimum of 70% of questions presented to the notary during the
continuing education course.

(1) If an applicant is applying for the renewal of a tradi-
tional notary public commission, the applicant fulfills the continuing
education requirement by taking a notary continuing education course
and successfully answering questions on traditional notary subject mat-
ter.

(2) If an applicant is also applying for the renewal of an
online notary public commission, the applicant fulfills the continuing
education requirement by taking a notary continuing education course
and successfully answering questions on online notary public subject
matter.

(d) A notary public must take the notary continuing education
course on or before the 90th day after the date on which the secretary
of state receives the course fee from the notary. Failure to take the
continuing education course within 90 days will result in forfeiture of
the course fee, and any completion of the course after the 90-day period
has expired will not fulfill the continuing education requirement. The
notary public must pay a new fee to reattempt the notary continuing
education course.

(e) A notary public may not complete a notary continuing ed-
ucation course more than 3 times in a 3-month period to fulfill the con-
tinuing education requirement.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504627

Adam Bitter

General Counsel

Office of the Secretary of State

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 475-2813

3 ¢ 3
1 TAC §87.13, §87.14
STATUTORY AUTHORITY

The amendments are adopted as authorized by Texas
Government Code §406.023 and Texas Government Code
§2001.004(1). Texas Government Code §406.023 authorizes
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the Office to adopt rules necessary to implement the notary
public education requirements in Chapter 406 of the Texas Gov-
ernment Code. Texas Government Code §2001.004 requires a
state agency to adopt rules of practice stating the nature and
requirements of formal and informal procedures.

§87.13.  Issuance of the Traditional Notary Public Commission by the
Secretary of State.

(a) The secretary of state shall issue a traditional notary public
commission to a qualified applicant. An applicant is qualified if:

(1) theapplicant meets the eligibility requirements stated in
§87.10 of this title (relating to Eligibility to Hold the Office of Notary
Public);

(2) the applicant submits:
(A) aproperly completed and executed application;

(B) the bond as provided in §406.010, Government
Code, if required;

(C) the statement of officer required by article XVI, §1
Texas Constitution;

(D) payment to the secretary of state of fees required by
§406.007, Government Code; and

(E) proof that the applicant has successfully completed
the notary education course required by §406.006(6), Government
Code, within one year preceding the date on which the applicant
submits the application; and

(F) proof of payment of the notary education course fee
under §87.5 of this title (relating to Notary Education Fees); and

(3) no good cause exists for rejecting the application.

(b) The secretary of state shall not commission an applicant if
the applicant had a prior application rejected or a commission revoked
due to a finding of ineligibility or good cause and the reason for ineli-
gibility or grounds for good cause continues to exist.

(c) When all conditions for qualification have been met, the
application shall be approved and filed. The secretary of state shall
cause a commission to be issued and sent to each traditional notary
public who has qualified. A commission is effective as of the date of
qualification.

§87.14.  Issuance of the Online Notary Public Commission by the Sec-
retary of State.

(a) The secretary of state shall issue an online notary public
commission to a qualified applicant. An applicant is qualified if:

(1) the applicant meets the eligibility requirements stated
in §87.11 of this title (relating to Eligibility to be Commissioned as an
Online Notary Public);

(2) the applicant submits:
(A) aproperly completed and executed application;

(B) the statement of officer required by article XVI, §1
Texas Constitution;

(C) payment to the secretary of state the application fee
of $50; and

(D) proofthat the applicant has successfully completed
the notary education course required by §406.006(6), Government
Code, within one year preceding the date on which the applicant
submits the application; and

(E) proof of payment of the notary education course fee
under §87.5 of this title (relating to Notary Education Fees); and

(3) no good cause exists for rejecting the application.

(b) The secretary of state shall not commission an applicant if
the applicant had a prior application rejected or a commission revoked
due to a finding of ineligibility or good cause and the reason for ineli-
gibility or grounds for good cause continues to exist.

(c) When all conditions for qualification have been met, the
application shall be approved and filed. The secretary of state shall
cause a commission to be issued and sent to each online notary public
who has qualified. A commission is effective as of the date of qualifi-
cation and shall expire on the same date as applicant's corresponding
traditional notary public commission.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504628

Adam Bitter

General Counsel

Office of the Secretary of State

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 475-2813
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SUBCHAPTER C. NOTARIES WITHOUT
BOND

1 TAC §87.20

STATUTORY AUTHORITY

The amendment is adopted as authorized by Texas Government
Code §406.023 and Texas Government Code §2001.004(1).
Texas Government Code §406.023 authorizes the Office to
adopt rules necessary to implement the notary public education
requirements in Chapter 406 of the Texas Government Code.
Texas Government Code §2001.004 requires a state agency to
adopt rules of practice stating the nature and requirements of
formal and informal procedures.

§87.20.  Qualification by an Officer or Employee of a State Agency.

(a) An applicant who is an officer or employee of a state
agency is not required to provide a surety bond. For the purpose of
this chapter, "state agency" has the meaning assigned by §2052.101,
Government Code.

(b) An applicant who is an officer or employee of a state
agency and does not provide a surety bond must complete the tradi-
tional notary public application entitled "Application for Appointment
as a Notary Public Without Bond" (Form 2301-NB).

(c) The State Agency employing the applicant must submit the
completed application to the State Office of Risk Management.

(d) The State Office of Risk Management shall complete the
verification certificate on the application and forward the completed
application to the Office of the Secretary of State for processing.

(e) The secretary of state shall commission the applicant if:
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(1) theapplicant meets the eligibility requirements stated in
§87.10 of this title (relating to Eligibility to Hold the Office of Notary
Public);

(2) the applicant submits:

(A) aproperly completed and executed application ver-
ified by the State Office of Risk Management;

(B) the statement of officer required by article XVI, §1
Texas Constitution;

(C) the payment of fees required by §406.007(a)(2)
and§406.007(b), Government Code; and

(D) proofthat the applicant has successfully completed
the notary education course required by §406.006(6), Government
Code, within one year preceding the date on which the applicant
submits the application; and

(E) proof of payment of the notary education course fee
under §87.5 of this title (relating to Notary Education Fees); and

(3) no good cause exists for rejecting the application.
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.
Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504629

Adam Bitter

General Counsel

Office of the Secretary of State

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 475-2813

¢ ¢ ¢

PART 15. TEXAS HEALTH AND
HUMAN SERVICES COMMISSION

CHAPTER 354. MEDICAID HEALTH
SERVICES

SUBCHAPTER A. PURCHASED HEALTH
SERVICES

DIVISION 20. PHYSICAL THERAPY
SERVICES

1 TAC §354.1291

The executive commissioner of the Texas Health and Hu-
man Services Commission (HHSC) adopts an amendment to
§354.1291, concerning Benefits and Limitations.

Section 354.1291 is adopted with changes to the proposed text
as published in the July 4, 2025, issue of the Texas Register (50
TexReg 3845). The rule will be republished.

BACKGROUND AND JUSTIFICATION

The purpose of the amendment is to expand Medicaid reim-
bursement for physical therapy (PT) services provided to a Med-
icaid recipient. The rule currently provides that PT services must

be prescribed by a physician to be reimbursed by Medicaid. This
amendment permits Medicaid reimbursement for PT services
that are prescribed by a licensed physician assistant (PA) or
an advanced practice registered nurse (APRN) licensed as a
certified nurse practitioner (CNP) or a clinical nurse specialist
(CNS), as authorized by their professional licensure and state
law. This amendment aligns with the rules governing physical
therapy as a home health benefit in Texas Administrative Code
Title 1, §354.1031(b)(1)(B) and §354.1039(a)(5)(C).

COMMENTS
The 31-day comment period ended August 4, 2025.

During this period, HHSC received comments regarding the pro-
posed rule from four commenters. HHSC received comments
from the Texas Nurse Practitioners (TNP), the Texas Academy
of Physician Assistants (TAPA), the Texas Medical Association
(TMA), and one individual. A summary of comments relating to
the rule and HHSC's responses follows.

Comment: TNP and the TAPA expressed support for the pro-
posed amendment to §354.1291 and encouraged HHSC to
adopt the amendment.

Response: HHSC appreciates this support to adopt the pro-
posed rule.

Comment: One individual disagreed with the removal of "li-
censed" from subsection (f) of the rule proposal, when referring
to a physical therapist. The individual stated that by removing
"licensed," the rule indicates that physical therapists, both
licensed and non-licensed, can provide PT services.

Response: HHSC agrees that physical therapists and physical
therapy assistants are required to be licensed to provide PT ser-
vices. Definitions of "physical therapist" and "physical therapy
assistant” were added to the proposed rule in subsection (a)(2)
and (3) and defined to mean licensed individuals. Therefore, "li-
censed" was removed from subsection (f).

Comment: The TMA suggests removal of APRNs from the def-
inition of an allowed practitioner because the Nursing Practice
Act excludes the prescription of therapeutic or corrective mea-
sures. TMA states prescribing PT services is therefore outside of
a nurse's scope of practice. TMA asserts that APRNSs are limited
to ordering "drugs or devices" under Texas Occupations Code
Chapter 157, Subchapter B. TMA also states that the statutory
authority for PAs to make referrals does not come from Chap-
ter 157, Subchapter B. Rather, under a PA's scope of practice,
services may be delegated by a supervising physician, including
ordering therapeutic procedures and making appropriate refer-
rals, under Texas Occupations Code §204.202. The TMA states
a physical therapist is prohibited from providing treatment with-
out a referral from a referring practitioner including a physician,
dentist, chiropractor, or podiatrist.

Response: HHSC appreciates the comment and agrees that
PAs and APRNs must follow state law and scope of practice re-
quirements according to their professional licensure with regard
to prescribing PT services. This rule is not intended to authorize
PAs and APRNSs to prescribe PT services; rather, it is intended to
permit Medicaid reimbursement for PT services prescribed by a
PA or APRN if prescribing PT services is within their professional
licensure and consistent with any other state law governing pre-
scriptive authority. HHSC made changes to the definition of "al-
lowed practitioner" in subsection (a)(1) to clarify this intent and
correct references to licensure statutes. All Medicaid providers
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are presumed to know and act within state law and their profes-
sional licensure when providing services to Medicaid recipients.

STATUTORY AUTHORITY

The amendment is adopted under Texas Government Code
§524.0151, which provides that the executive commissioner of
HHSC shall adopt rules for the operation and provision of ser-
vices by the health and human services system, and provides
the executive commissioner of HHSC with broad rulemaking
authority; and Texas Human Resources Code §32.021, which
provides HHSC with the authority to administer the federal
medical assistance program in Texas and to adopt rules and
standards for program administration.

$354.1291.  Benefits and Limitations.

(a) The following words and terms when used in this division,
have the following meanings, unless the context clearly indicates oth-
erwise.

(1) Allowed practitioner--An individual who follows state
law and scope of practice requirements according to the individual's
professional licensure with regard to prescribing physical therapy ser-
vices and:

(A) is licensed as a physician assistant under Texas Oc-
cupations Code Chapter 204; or

(B) islicensed as an advanced practice registered nurse
under Texas Occupations Code Chapter 301 as a:

(i) certified nurse practitioner; or
(ii)  clinical nurse specialist.

(2) Physical therapist--An individual licensed under Texas
Occupations Code Chapter 453.

(3) Physical therapist assistant--An individual licensed un-
der Texas Occupations Code Chapter 453.

(4) Physical therapy--This term has the meaning assigned
in Texas Occupations Code §453.001.

(5) Physician--A Doctor of Medicine or Doctor of Os-
teopathy legally authorized to practice medicine or osteopathy at the
time and place the service is provided.

(6) Prescribing provider--A physician or an allowed prac-
titioner.

(b) Subject to the specifications, conditions, requirements, and
limitations established by HHSC, physical therapy services, which in-
clude necessary equipment and supplies provided by a licensed phys-
ical therapist, are covered by Texas Medicaid. Covered services also
include the services of a physical therapist assistant when the services
are provided under the direction of and billed by the licensed physical
therapist.

(c) To be reimbursable, physical therapy services must be:

(1) provided by a physician, physical therapist, or a physi-
cal therapist assistant under the supervision of the physical therapist;

(2) reasonable and medically necessary, as determined by
HHSC, or its designee;

(3) expected to significantly improve the recipient's condi-
tion in a reasonable and generally predictable period of time, based on
the prescribing provider's assessment of the recipient's restorative po-
tential after any needed consultation with the physical therapist; and

(4) prescribed by the recipient's prescribing provider.

(d) The following are not reimbursable physical therapy ser-
vices under Texas Medicaid:

(1) services relating to activities for the general good and
welfare of a recipient such as general exercises to promote overall fit-
ness and flexibility;

(2) services relating to activities to provide diversion or
general motivation; and

(3) repetitive services designed to maintain a recipient's
function after the recipient reaches the maximum level of improve-
ment.

(e) The physician or physical therapist who provides physical
therapy services must have on file and available for inspection for each
Medicaid recipient treated:

(1) a signed and dated physical therapy treatment plan
based on the prescribing provider's prescription. The treatment plan
addresses:

(A) diagnosis;

(B) modalities, if any;

(C) frequency of treatment;

(D) expected duration of treatment; and
(E) anticipated goals; and

(2) a prescription signed and dated by the recipient's pre-
scribing provider for therapy services.

(f) Physical therapists who are employed by or remunerated
by a physician, hospital, facility, or other provider may not bill Texas
Medicaid directly for physical therapy services if the therapist's billing
would result in duplicate payment for the same services. If physi-
cal therapy services are covered and reimbursable by Texas Medicaid,
payment may be made to the physician, hospital, or other provider (if
approved for participation in Texas Medicaid) who employs or reim-
burses the licensed physical therapist.

(g) The basis and amount of Medicaid reimbursement depends
on the services actually provided, who provided the services, and the
reimbursement methodology utilized by Texas Medicaid as appropriate
for the services and providers involved.

(h) Physical therapy services provided by or under the direc-
tion of a physical therapist in long-term care facilities must be billed to
the Medicaid recipient's nursing facility.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 15,
2025.

TRD-202504641

Karen Ray

Chief Counsel

Texas Health and Human Services Commission
Effective date: January 4, 2026

Proposal publication date: July 4, 2025

For further information, please call: (512) 438-2910

¢ ¢ ¢
TITLE 7. BANKING AND SECURITIES
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PART 5. OFFICE OF CONSUMER
CREDIT COMMISSIONER

CHAPTER 83. REGULATED LENDERS AND
CREDIT ACCESS BUSINESSES
SUBCHAPTER A. RULES FOR REGULATED
LENDERS

The Finance Commission of Texas (commission) adopts amend-
ments to §83.301 (relating to Definitions), §83.302 (relating
to Filing of New Application), §83.303 (relating to Transfer of
License; New License Application on Transfer of Ownership),
§83.306 (relating to Updating Application and Contact Informa-
tion), §83.307 (relating to Processing of Application), §83.308
(relating to Relocation), §83.309 (relating to License Inactivation
or Voluntary Surrender), §83.311 (relating to Applications and
Notices as Public Records), §83.403 (relating to License Term,
Renewal, and Expiration), and §83.404 (relating to Denial,
Suspension, or Revocation Based on Criminal History); and
adopts the repeal of §83.304 (relating to Change in Form or
Proportionate Ownership), §83.305 (relating to Amendments to
Pending Application), and §83.402 (relating to License Display)
in 7 TAC Chapter 83, concerning Regulated Lenders and Credit
Access Businesses.

The commission adopts the amendments to §83.306, §83.307,
§83.309, §83.311, §83.403, and §83.404, and adopts the repeal
of §83.304, §83.305, and §83.402, without changes to the pro-
posed text as published in the November 7, 2025, issue of the
Texas Register (50 TexReg 7172).

The commission adopts the amendments to §83.301, §83.302,
§83.303, and §83.308 with changes to the proposed text as pub-
lished in the November 7, 2025, issue of the Texas Register (50
TexReg 7172).

The rules in 7 TAC Chapter 83, Subchapter A govern regulated
loans. In general, the purposes of the rule changes to 7 Chap-
ter 83, Subchapter A are to implement the OCCC's transition to
the NMLS licensing system for regulated lenders, to remove rule
text that is no longer necessary, and to make other technical cor-
rections and updates related to licensing.

Adopted amendments and repeals in §83.301 through §83.404
implement the OCCC's transition to the NMLS system. The Na-
tionwide Multistate Licensing System (NMLS) is an online plat-
form used by state financial regulatory agencies to manage li-
censes, including license applications and renewals. NMLS was
created in 2008. The federal Secure and Fair Enforcement for
Mortgage Licensing Act of 2008 explains that the purposes of
NMLS include increasing uniformity and reducing regulatory bur-
den. SAFE Act, 12 USC §5101. Each state currently uses NMLS
for licensing individual RMLOs, and states are increasingly us-
ing the system to license consumer finance companies. NMLS
is managed by the Conference of State Bank Supervisors and is
subject to ongoing modernization efforts and enhancements.

Under Texas Finance Code, §14.109, the OCCC is authorized to
require use of NMLS for certain license and registration types,
including regulated lender licenses under Texas Finance Code,
Chapter 342. The OCCC has begun a phased process of migrat-
ing license groups from ALECS (the OCCC's previous licens-
ing platform) to NMLS. In 2025, a majority of licensed regulated
lenders completed their transition to NMLS. The OCCC believes
that moving to NMLS will improve the user experience of the li-

censing system and promote efficiency. This is particularly true
for entities that hold licenses with the OCCC and with another
state agency, because these entities will be able to manage mul-
tiple licenses through NMLS.

Adopted amendments to §83.301 replace the term "principal
party" with "key individual" to be consistent with the terminology
in NMLS. Another amendment adds a definition of "NMLS."
Since the proposal, a technical change has been made to
add the word "an" between "including" and "individual" in the
definition of "key individual."

Adopted amendments to §83.302 streamline license application
requirements and refer to instructions that the OCCC has pub-
lished through NMLS. Currently, §83.302 contains a detailed list
of license application items, with requirements that differ based
on the applicant's entity type (e.g., partnership, corporation,
limited liability company). In addition to ensuring consistency
with NMLS, the amendments significantly simplify §83.302, and
ensure that an applicant can easily read and understand the
rule. Since the proposal, a list of items for branch license ap-
plications has been added at §83.302(c). Separate licenses for
branch locations are currently required by Texas Finance Code,
§342.502(b). The additional language in §83.302(c) will clarify
what the OCCC generally expects a licensee to provide with a
branch license application (as opposed to a company license
application). Since the proposal, the reference to any assumed
names or other trade names has been moved to §83.302(b)(8)
for clarity. Since the proposal, references to §83.303 and
required items for a transfer of ownership have been added at
§83.302(b)(12) and §83.302(c)(4), in order to provide additional
clarity. An amendment at §83.302(d) explains that the OCCC
may require additional, clarifying, or supplemental information
to determine that the applicant meets statutory licensing re-
quirements. An amendment at §83.302(e) explains that an
applicant must immediately amend a pending application if any
information changes requiring a materially different response,
replacing language that will be removed from §83.306(a), as
explained later in this preamble.

Adopted amendments to §83.303 streamline and simplify re-
quirements for transfer of ownership and license transfer to
ensure consistency with NMLS. In §83.303(b)(3), amendments
streamline the definition of "transfer of ownership" while main-
taining references to changes in management or control of a
business, and also maintaining current exclusions relating to
changes in proportionate ownership and relocations of transac-
tions. The adoption maintains certain rule text in the definition
of "transfer of ownership" that would have been removed in the
proposed amendments. This change is based on further consid-
eration since the proposal. In order for the OCCC to ensure that
licensees operate lawfully and fairly, it may be appropriate and
necessary for the OCCC to review certain changes of control
of a single entity through the license application process. An
amendment to §83.303(c) explains that to transfer a license, a
transferor may request surrender of its license after the OCCC
approves the transferee's new license application on transfer
of ownership. Other amendments throughout §83.303 ensure
consistency with this revised transfer process.

The adoption repeals §83.304, which currently requires li-
censees to notify the OCCC of changes to organizational form,
mergers resulting in creation of a new or different surviving
entity, and certain changes in proportionate ownership. Going
forward in NMLS, the OCCC anticipates that these changes will
be handled through the advance change notice process, as ex-
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plained later in this preamble in the discussion of amendments
to §83.306. Therefore, §83.304 will no longer be necessary.

The adoption repeals §83.305, which currently requires license
applicants to provide supplemental information to the OCCC on
request. Because of the adopted amendment at §83.302(c) ex-
plaining the OCCC may require additional information, §83.305
will no longer be necessary.

Adopted amendments to §83.306 consolidate and simplify the
types of required notifications that a licensee must provide to
the OCCC when a change occurs. In §83.306(a), the amend-
ments list advance change notices. NMLS uses the term "ad-
vance change notice" to refer to notifications that must be pro-
vided on or before the date of the change, in accordance with
an agency's written instructions. As explained in the amend-
ments to §83.306(a), this includes changes to the legal name
of the entity, the legal status of the entity, names of key indi-
viduals, branch location addresses, and other listed items. In
§83.306(b), amendments list notifications that are required not
later than 30 days after the licensee has knowledge of the infor-
mation. These items include bankruptcies of the licensee or its
direct owners, because a bankruptcy is a significant event that
may impact the financial responsibilities of a licensee and its abil-
ity to address compliance issues. These items also include noti-
fications of data breaches affecting at least 250 Texas residents.
Data security is a crucial issue. The OCCC's 2025-2029 strate-
gic plan includes action items to "[p]Jromote cybersecurity aware-
ness and best practices among regulated entities" and "[m]on-
itor cybersecurity incidents and remediation efforts reported by
regulated entities." Recent data breaches affecting financial in-
stitutions highlight the urgent need for vigilance in this industry.
The notification amendments will help ensure that the OCCC can
monitor this crucial issue.

Adopted amendments to §83.307 revise license application pro-
cessing requirements to be consistent with NMLS and with the
statute at Texas Finance Code, §342.104. An amendment at
§83.307(d) explains that a license application may be consid-
ered withdrawn if a complete application has not been filed within
30 days after a notice of deficiency has been sent to the appli-
cant, consistent with how license applications are processed in
NMLS. Under Texas Finance Code, §342.104(b), if the OCCC
finds that a license applicant has not met the eligibility require-
ments for a license, then the OCCC will notify the applicant.
Under Texas Finance Code, §342.104(c), an applicant has 30
days after the date of the notification to request a hearing on the
denial. Amendments at §83.307(d) specify that if the eligibility
requirements for a license have not been met, the OCCC will
send a notice of intent to deny the license application, as de-
scribed by Texas Finance Code, §342.104(b). Amendments at
§83.307(e) revise current language to specify that an affected
applicant has 30 days from the date of the notice of intent to
deny to request a hearing, as provided by Texas Finance Code,
§342.104(c). An amendment removes current §83.307(e), re-
garding disposition of fees, because this language unnecessarily
duplicates language in §83.310 (regarding Fees). Amendments
to §83.307(f) clarify the 60-day target period to process a license
application and the 60-day target period to set a requested hear-
ing on an application denial, in accordance with Texas Finance
Code, §342.104(c)-(d).

Adopted amendments to §83.308 revise requirements for no-
tice of relocation of licensed offices. The adoption removes cur-
rent §83.308(a), because the requirement to notify the OCCC
of a branch office relocation will be moved to §83.306(a) as an

advance change notice, as discussed earlier in this preamble.
Since the proposal, a technical change has been made to en-
sure that an internal cross-reference correctly cites subsection

(b).

Adopted amendments to §83.309 revise requirements for li-
cense surrender. The amendments explain that a licensee may
surrender a license by providing the information required by the
OCCC's written instructions, in accordance with Texas Finance
Code, §342.160, and that a surrender is effective when the
OCCC approves the surrender.

Adopted amendments to §83.311 remove a sentence about the
return of original documents filed with a license application. This
sentence is no longer necessary because the OCCC no longer
accepts original paper documents with a license application.

The adoption repeals §83.402, which describes the requirement
to display a license. This section is unnecessary because it du-
plicates the statutory license display requirement at Texas Fi-
nance Code, §342.152. Going forward, licensees may com-
ply with the statutory license display requirement by printing out
company license information from NMLS.

Adopted amendments to §83.403 revise requirements for li-
cense renewal. An amendment at §83.403(b) explains that
a licensee must maintain an active account in NMLS (or a
designated successor system) in order to maintain and renew
a license, and that renewal may be unavailable to a licensee
that fails to maintain an active account. An amendment at
§83.403(d) specifies that the OCCC may send notice of delin-
quency of an annual assessment fee electronically through
NMLS or by email to the primary company contact, removing
current language that refers to a "master file" address under the
OCCC's current system.

Adopted amendments to §83.404 revise criminal history review
requirements to explain that the OCCC will obtain criminal his-
tory record information through NMLS and to use the term "key
individual."

The OCCC distributed an early precomment draft of proposed
changes to interested stakeholders for review, and then held a
stakeholder meeting and webinar regarding the rule changes.
The OCCC received one informal precomment, which was sub-
mitted by an association of regulated lenders. The OCCC ap-
preciates the thoughtful input of stakeholders.

The OCCC received no official comments on the proposed
amendments.

In its precomment, an association of regulated lenders re-
quested that "the OCCC not expand the notice requirement in
Section 83.306(b)(1) beyond items that relate to licensed activity
or that would change an answer in an original application,"
and requested that this provision "be limited to final actions
and relevant information." In response to this precomment,
adopted §83.306(b)(1) states that notification is required for
actions "that were not disclosed in the original application and
would require a different answer than that given in the original
license application." The commission and the OCCC agree
that this item should be limited to actions that are relevant to
licensing and would require a different answer from the license
application. However, the commission and the OCCC disagree
with the suggestion to limit this provision to "final" actions, since
it may be appropriate to require information about significant
pending civil or regulatory actions that are relevant to licensing.

DIVISION 3.  APPLICATION PROCEDURES
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7 TAC §§83.301 - 83.303, 83.306 - 83.309, 83.311

The rule changes are adopted under Texas Finance Code,
§342.551, which authorizes the commission to adopt rules to
enforce Texas Finance Code, Chapter 342. The rule changes
are also adopted under Texas Finance Code, §14.109, which
authorizes the OCCC to require that a person submit information
through NMLS if the information is required under a rule adopted
under Texas Finance Code, Chapter 342. In addition, Texas
Finance Code, §11.304 authorizes the commission to adopt
rules to ensure compliance with Texas Finance Code, Title 4.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 342.

§83.301.  Definitions.

Words and terms used in this subchapter that are defined in Texas Fi-
nance Code, Chapter 342, have the same meanings as defined in Chap-
ter 342. The following words and terms, when used in this subchapter,
will have the following meanings, unless the context clearly indicates
otherwise.

(1) Key individual--An individual owner, officer, director,
or employee with a substantial relationship to the lending business of
an applicant or licensee. The following are key individuals:

(A) any individual who is a direct owner of 10% or
more of an applicant or licensee;

(B) any individual who is a control person or executive
officer of an applicant or licensee, including an individual who has the
power to direct management or policies of a company (e.g., president,
chief executive officer, general partner, managing member, vice pres-
ident, treasurer, secretary, chief operating officer, chief financial offi-
cer); and

(C) an individual designated as a key individual where
necessary to fairly assess the applicant or licensee's financial respon-
sibility, experience, character, general fitness, and sufficiency to com-
mand the confidence of the public and warrant the belief that the busi-
ness will be operated lawfully and fairly.

(2) Net assets--The total value of acceptable assets used or
designated as readily available for use in the business, less liabilities,
other than those liabilities secured by unacceptable assets. Unaccept-
able assets include, but are not limited to, goodwill, unpaid stock sub-
scriptions, lines of credit, notes receivable from an owner, property
subject to the claim of homestead or other property exemption, and en-
cumbered real or personal property to the extent of the encumbrance.
Generally, assets are available for use if they are readily convertible to
cash within 10 business days. Debt that is either unsecured or secured
by current assets may be subordinated to the net asset requirement pur-
suant to an agreement of the parties providing that the creditor forfeits
its security priority and any rights it may have to current assets in the
amount of $25,000. Debt subject to such a subordination agreement
would not be an applicable liability for purposes of calculating net as-
sets.

(3) NMLS--The Nationwide Multistate Licensing System.

$§83.302.  Filing of New Application.

(a) NMLS. In order to submit a regulated lender license appli-
cation, an applicant must submit a complete, accurate, and truthful li-
cense application through NMLS (or a successor system designated by
the OCCC), using the current form prescribed by the OCCC. An appli-
cation is complete when it conforms to the OCCC's written instructions
and necessary fees have been paid. The OCCC has made application
checklists available through NMLS, outlining the necessary informa-
tion for a license application.

(b) Company license application. A company license applica-
tion will include the following information and any other information
listed in the OCCC's written instructions:

(1) A company form including the name of the applicant
entity, contact information, registered agent, location of books and
records, bank account information, legal status, and responses to dis-
closure questions.

(2) An individual form for each key individual, including
name, contact information, and responses to disclosure questions.

(3) A business operating plan describing the source of con-
sumers, purpose of loans, size of loans, and source of working capital.

(4) A management chart showing the applicant's divisions,
officers, and managers.

(5) Anorganizational chart if the applicant is owned by an-
other entity or entities, or has subsidiaries or affiliated entities.

(6) A statement of experience detailing prior experience
relevant to the license sought.

(7) A certificate of formation or other formation document.

(8) Any assumed names or other trade names that the appli-
cant will use, and an assumed name certificate for each assumed name
or other trade name.

(9) Franchise tax account information showing that the ap-
plicant entity is authorized to do business in Texas.

(10) Financial statement and supporting financial informa-
tion complying with generally accepted accounting principles (GAAP).
The OCCC may require a bank confirmation to confirm account bal-
ance information with financial institutions.

(A) Ifafinancial statement is unaudited, then it should
be dated no earlier than 60 days before the application date.

(B) Ifafinancial statement is audited, then it should be
dated no earlier than one year before the application date.

(11) Loan forms that the applicant intends to use, including
disclosures and loan contracts.

(12) For a license application involving a transfer of own-
ership, documentation of the transfer of ownership as described by
§83.303 of this title (relating to Transfer of License; New License Ap-
plication on Transfer of Ownership).

(c) Branch license application. A branch license application
will include the following information and any other information listed
in the OCCC's written instructions:

(1) A branch form including the address of the branch, con-
tact details, and business activities.

(2) Any assumed name or other trade name that the appli-
cant will use, and an assumed name certificate for each assumed name
or other trade name.

(3) A financial statement and supporting financial informa-
tion, as described by subsection (b)(10) of this section.

(4) For a license application involving a transfer of own-
ership, documentation of the transfer of ownership as described by
§83.303 of this title

(d) Supplemental information. The OCCC may require ad-
ditional, clarifying, or supplemental information or documentation as
necessary or appropriate to determine that an applicant meets the li-
censing requirements of Texas Finance Code, Chapter 342.
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(e) Amendments to pending application. An applicant must
immediately amend a pending application if any information changes
requiring a materially different response from information provided in
the original application.

§83.303.  Transfer of License; New License Application on Transfer
of Ownership.

(a) Purpose. This section describes the license application re-
quirements when a licensed entity transfers ownership of the entity. Ifa
transfer of ownership occurs, the transferee must submit a new license
application on transfer of ownership under this section.

(b) Definitions. The following words and terms, when used in
this section, will have the following meanings:

(1) License transfer--A sale, assignment, or transfer of a
regulated loan license.

(2) Permission to operate--A temporary authorization from
the OCCC, allowing a transferee to operate under a transferor's license
while final approval is pending for a license transfer application or a
new license application on transfer of ownership.

(3) Transfer of ownership--Any purchase or acquisition of
control of a licensed entity (including acquisition by gift, devise, or
descent), or a substantial portion of a licensed entity's assets, where a
substantial change in management or control of the business occurs.
The term does not include a change in proportionate ownership that
results in the exact same owners still owning the business (unless an
owner that previously held less than 10% obtains an interest of 10%
or more), and does not include a relocation of regulated transactions
from one licensed location of the same licensee. Transfer of ownership
includes the following:

(A) an existing owner of a sole proprietorship relin-
quishes that owner's entire interest in a license or an entirely new entity
has obtained an ownership interest in a sole proprietorship license;

(B) any transfer of a substantial portion of the assets of a
licensed entity under which a new entity controls business at a licensed
location; and

(C) any other purchase or acquisition of control of a li-
censed entity, or a substantial portion of a licensed entity's assets, where
a substantial change in management or control of the business occurs.

(4) Transferee--The entity that controls business at a
licensed location after a transfer of ownership.

(5) Transferor--The licensed entity that controls business at
a licensed location before a transfer of ownership.

(c) License transfer approval. No regulated loan license may
be sold, transferred, or assigned without the written approval of the
OCCC, as provided by Texas Finance Code, §342.163. To transfer a
license, a transferor may request surrender of'its license after the OCCC
approves the transferee's new license application on transfer of owner-
ship. A license transfer is complete when the OCCC has approved the
transferee's new license application and the transferor's license surren-
der.

(d) Timing. No later than 30 days after the event of a transfer
of ownership, the transferee must file a complete new license appli-
cation on transfer of ownership in accordance with subsection (¢). A
transferee may file an application before this date.

(e) Application requirements.

(1) Generally. This subsection describes the application re-
quirements for a new license application on transfer of ownership. A
transferee must submit the application in a format prescribed by the

OCCC. The OCCC may accept prescribed alternative formats to facili-
tate multistate uniformity of applications or in order to accept approved
electronic submissions. The transferee must pay appropriate fees in
connection with the application.

(2) Documentation of transfer of ownership. The applica-
tion must include documentation evidencing the transfer of ownership.
The documentation should include one or more of the following:

(A) acopy of the asset purchase agreement when only
the assets have been purchased;

(B) acopy of the purchase agreement or other evidence
relating to the acquisition of the equity interest of a licensee that has
been purchased or otherwise acquired;

(C) any document that transferred ownership by gift,
devise, or descent, such as a probated will or a court order; or

(D) any other documentation evidencing the transfer
event.

(3) Application information for new licensee. If the trans-
feree does not hold a regulated loan license at the time of the appli-
cation, then the application must include the information required for
new license applications under §83.302 of this title (relating to Filing
of New Application). The instructions in §83.302 of this title apply to
these filings.

(4) Application information for transferee that holds a li-
cense. If the transferee holds a regulated loan license at the time of
the application, then the application must include amendments to the
transferee's original license application describing the information that
is unique to the transfer event, including disclosure questions, own-
ers and principal parties, and a new financial statement, as provided in
§83.302 of this title. The instructions in §83.302 of this title apply to
these filings. The responsible person at the new location must file a
personal affidavit, personal questionnaire, and employment history, if
not previously filed. Other information required by §83.302 of this ti-
tle need not be filed if the information on file with the OCCC is current
and valid.

(5) Request for permission to operate. The application may
include a request for permission to operate. The request must be in
writing and signed by the transferor and transferee. The request must
include all of the following:

(A) a statement by the transferor granting authority to
the transferee to operate under the transferor's license while final ap-
proval of the application is pending;

(B) an acknowledgement that the transferor and trans-
feree each accept responsibility to any consumer and to the OCCC for
any acts performed under the license while the permission to operate is
in effect; and

(C) if the application is a new license application on
transfer of ownership, an acknowledgement that the transferor will im-
mediately surrender or inactivate its license if the OCCC approves the
application.

(f) Permission to operate. If the application described by sub-
section (e) includes a request for permission to operate and all required
information, and the transferee has paid all fees required for the appli-
cation, then the OCCC may issue a permission to operate to the trans-
feree. A request for permission to operate may be denied even if the
application contains all of the required information. The denial of a
request for permission to operate does not create a right to a hearing.
If the OCCC grants a permission to operate, the transferor must cease
operating under the authority of the license. Two companies may not
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simultaneously operate under a single license. A permission to operate
terminates if the OCCC denies an application described by subsection

(©.

(g) Transferee's authority to engage in business. If a transferee
has filed a complete application including a request for permission to
operate as described by subsection (¢), by the deadline described by
subsection (d), then the transferee may engage in business as a reg-
ulated lender. However, the transferee must immediately cease doing
business if the OCCC denies the request for permission to operate or de-
nies the application. If the OCCC denies the application, then the trans-
feree has a right to a hearing on the denial, as provided by §83.307(d)
of this title (relating to Processing of Application).

(h) Responsibility.

(1) Responsibility of transferor. Before the transferee be-
gins performing regulated lender activity under a license, the transferor
is responsible to any consumer and to the OCCC for all regulated lender
activity performed under the license.

(2) Responsibility of transferor and transferee. If a trans-
feree begins performing regulated lender activity under a license before
the OCCC's final approval of an application described by subsection
(e), then the transferor and transferee are each responsible to any con-
sumer and to the OCCC for activity performed under the license during
this period.

(3) Responsibility of transferee. After the OCCC's final ap-
proval of an application described by subsection (e), the transferee is
responsible to any consumer and to the OCCC for all regulated lender
activity performed under the license. The transferee is responsible for
any transactions that it purchases from the transferor. In addition, if the
transferee receives a license transfer, then the transferee's responsibil-
ity includes all activity performed under the license before the license
transfer.

$83.308.  Relocation.

(a) Notice to debtors. Written notice of a relocation of an of-
fice, or of transactions as outlined in subsection (b) of this section, must
be mailed to all debtors of record at least five calendar days prior to the
date of relocation. A licensee may send notice to a debtor by email
in lieu of mail if the debtor has provided an email address to the li-
censee and has consented in writing to be contacted at the email ad-
dress. Any licensee failing to give the required notice must waive all
default charges on payments coming due from the date of relocation to
15 calendar days subsequent to the mailing of notices to debtors. No-
tices must identify the licensee, provide both old and new addresses,
provide both old and new telephone numbers, and state the date relo-
cation is effective. The notice to debtors can be waived or modified
by the commissioner when it is in the public interest. A request for
waiver or modification must be submitted in writing for approval. The
commissioner may approve notification to debtors by signs in lieu of
notification by mail, if in the commissioner's opinion, no debtors will
be adversely affected.

(b) Relocation of regulated transactions. Ifthe licensee is only
relocating or transferring regulated transactions from one licensed lo-
cation to another licensed location, the licensee must comply with sub-
section (b) of this section and provide, if requested, a list of regulated
transactions relocated or transferred. This list of relocated or trans-
ferred regulated transactions must include the loan number and the full
name of the debtor.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504608

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: January 1, 2026

Proposal publication date: November 7, 2025

For further information, please call: (512) 936-7660

¢ ¢ ¢
7 TAC §83.304, §83.305

The rule changes are adopted under Texas Finance Code,
§342.551, which authorizes the commission to adopt rules to
enforce Texas Finance Code, Chapter 342. The rule changes
are also adopted under Texas Finance Code, §14.109, which
authorizes the OCCC to require that a person submit information
through NMLS if the information is required under a rule adopted
under Texas Finance Code, Chapter 342. In addition, Texas
Finance Code, §11.304 authorizes the commission to adopt
rules to ensure compliance with Texas Finance Code, Title 4.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 342.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504609

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: January 1, 2026

Proposal publication date: November 7, 2025

For further information, please call: (512) 936-7660

¢ ¢ ¢

DIVISION 4. LICENSE

7 TAC §83.402

The rule changes are adopted under Texas Finance Code,
§342.551, which authorizes the commission to adopt rules to
enforce Texas Finance Code, Chapter 342. The rule changes
are also adopted under Texas Finance Code, §14.109, which
authorizes the OCCC to require that a person submit information
through NMLS if the information is required under a rule adopted
under Texas Finance Code, Chapter 342. In addition, Texas
Finance Code, §11.304 authorizes the commission to adopt
rules to ensure compliance with Texas Finance Code, Title 4.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 342.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.
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Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504610

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: January 1, 2026

Proposal publication date: November 7, 2025

For further information, please call: (512) 936-7660

¢ ¢ ¢
7 TAC §83.403, §83.404

The rule changes are adopted under Texas Finance Code,
§342.551, which authorizes the commission to adopt rules to
enforce Texas Finance Code, Chapter 342. The rule changes
are also adopted under Texas Finance Code, §14.109, which
authorizes the OCCC to require that a person submit information
through NMLS if the information is required under a rule adopted
under Texas Finance Code, Chapter 342. In addition, Texas
Finance Code, §11.304 authorizes the commission to adopt
rules to ensure compliance with Texas Finance Code, Title 4.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 342.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504612

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: January 1, 2026

Proposal publication date: November 7, 2025

For further information, please call: (512) 936-7660

¢ ¢ ¢
CHAPTER 89. PROPERTY TAX LENDERS

The Finance Commission of Texas (commission) adopts
amendments to §89.206 (relating to Application for Exemption),
§89.207 (relating to Files and Records Required), §89.301
(relating to Definitions), §89.302 (relating to Filing of New Appli-
cation), §89.303 (relating to Transfer of License; New License
Application on Transfer of Ownership), §89.306 (relating to Up-
dating Application and Contact Information), §89.307 (relating
to Processing of Application), §89.308 (relating to Relocation
of Licensed Offices), §89.309 (relating to License Inactivation
or Voluntary Surrender), §89.311 (relating to Applications and
Notices as Public Records), §89.403 (relating to License Term,
Renewal, and Expiration), and §89.405 (relating to Denial,
Suspension, or Revocation Based on Criminal History); adopts
the repeal of §89.304 (relating to Change in Form or Proportion-
ate Ownership), §89.305 (relating to Amendments to Pending
Application), and §89.402 (relating to License Display); and
adopts new §89.806 (relating to Payoff Request from Borrower)
in 7 TAC Chapter 89, concerning Property Tax Lenders.

The commission adopts the amendments to §§89.206, 89.207,
89.306, 89.307, 89.308, 89.309, 89.311, 89.403, and 89.405,
and adopts the repeal of §§89.304, 89.305, and 89.402, without
changes to the proposed text as published in the November 7,
2025 issue of the Texas Register (50 TexReg 7183). The rules
will not be republished.

The commission adopts the amendments to §§89.301, 89.302,
and 89.303, and adopts new §89.806, with changes to the pro-
posed text as published in the November 7, 2025 issue of the
Texas Register (50 TexReg 7183). The rules will be republished.

The rules in 7 TAC Chapter 89 govern property tax loans. In gen-
eral, the purpose of the proposed rule changes to 7 TAC Chapter
89 is to implement changes resulting from the commission's re-
view of the chapter under Texas Government Code, §2001.039.

An adopted amendment to §89.206 removes a requirement to
provide an individual's Social Security number on the form for
an individual's exemption from licensing. Under Texas Finance
Code, §351.051(c), certain individuals are exempt from licens-
ing as property tax lenders, including individuals making five or
fewer property tax loans in any consecutive 12-month period
from the individual's own funds. This amendment would mini-
mize sensitive personal information collected by the OCCC.

Adopted amendments to §89.207 update recordkeeping require-
ments for property tax lenders. Currently, provisions throughout
§89.207 refer to both paper and electronic recordkeeping sys-
tems. Amendments throughout §89.207 simplify and rearrange
this language to refer to electronic recordkeeping systems be-
fore referring to paper systems, based on licensees' increas-
ing use of electronic systems rather than paper systems. Cur-
rently, §89.207(3)(L) describes different sets of records to be
maintained for judicial foreclosures and nonjudicial foreclosures.
Property tax lenders' ability to perform nonjudicial foreclosures
was previously codified in Texas Tax Code, §32.06(c)(2), and
was repealed in 2013 (SB 247 (2013)). Because the authority to
perform nonjudicial foreclosures was repealed, the commission
and the OCCC believe that it is no longer necessary to describe
two different sets of documents, and that the rule should be sim-
plified to describe one set of documents for foreclosures.

Additional adopted amendments to §89.207 relate to data se-
curity recordkeeping. An amendment at §89.207(9)(A) speci-
fies that licensees must maintain written policies and procedures
for an information security program to protect retail buyers' cus-
tomer information, as required by the Federal Trade Commis-
sion's Safeguards Rule, 16 C.F.R. part 314. Another amend-
ment at §89.207(9)(B) specifies that if a licensee maintains cus-
tomer information concerning 5,000 or more consumers, then
the licensee must maintain a written incident response plan and
written risk assessments, as required by 16 C.F.R. §314.4. An
amendment at §89.207(10) specifies that licensees must main-
tain data breach notifications to consumers and to the Office of
the Attorney General under Texas Business & Commerce Code,
§521.053. Data security is a crucial issue. The OCCC's 2025-
2029 strategic plan includes action items to "[p]romote cyberse-
curity awareness and best practices among regulated entities"
and "[m]onitor cybersecurity incidents and remediation efforts re-
ported by regulated entities." Recent data breaches affecting fi-
nancial institutions highlight the urgent need for vigilance in this
industry. The adopted data security recordkeeping amendments
will help ensure that the OCCC can monitor this crucial issue.

Adopted amendments and repeals in §89.301 through §89.405
would implement the OCCC's transition to the NMLS system.

50 TexReg 8552 December 26, 2025 Texas Register



The Nationwide Multistate Licensing System (NMLS) is an online
platform used by state financial regulatory agencies to manage li-
censes, including license applications and renewals. NMLS was
created in 2008. The federal Secure and Fair Enforcement for
Mortgage Licensing Act of 2008 explains that the purposes of
NMLS include increasing uniformity and reducing regulatory bur-
den. SAFE Act, 12 USC §5101. Each state currently uses NMLS
for licensing individual RMLOs, and states are increasingly us-
ing the system to license consumer finance companies. NMLS
is managed by the Conference of State Bank Supervisors and is
subject to ongoing modernization efforts and enhancements.

Under Texas Finance Code, §14.109, the OCCC is authorized to
require use of NMLS for certain license and registration types, in-
cluding property tax lender licenses under Texas Finance Code,
Chapter 351. The OCCC has begun a phased process of migrat-
ing license groups from ALECS (the OCCC's previous licensing
platform) to NMLS. In 2025, licensed property tax lenders com-
pleted their transition to NMLS. The OCCC believes that moving
to NMLS will improve the user experience of the licensing sys-
tem and promote efficiency. This is particularly true for entities
that hold licenses with the OCCC and with another state agency,
because these entities will be able to manage multiple licenses
through NMLS.

Adopted amendments to §89.301 replace the term "principal
party" with "key individual" to be consistent with the terminology
in NMLS. Another amendment adds a definition of "NMLS."
Since the proposal, a technical change has been made to
add the word "an" between "including" and "individual" in the
definition of "key individual."

Adopted amendments to §89.302 would streamline license
application requirements and refer to instructions that the OCCC
has published through NMLS. Currently, §89.302 contains a
detailed list of license application items, with requirements that
differ based on the applicant's entity type (e.g., partnership,
corporation, limited liability company). In addition to ensuring
consistency with NMLS, the amendments significantly simplify
§89.302, and ensure that an applicant can easily read and
understand the rule. Since the proposal, a list of items for
branch license applications has been added at §89.302(c).
Separate licenses for branch locations are currently required
by Texas Finance Code, §351.052(b). The additional language
in §89.302(c) will clarify what the OCCC generally expects
a licensee to provide with a branch license application (as
opposed to a company license application). Since the proposal,
the reference to any assumed names or other trade names has
been moved to §89.302(b)(8) for clarity. Since the proposal,
references to §89.303 and required items for a transfer of own-
ership have been added at §89.302(b)(12) and §89.302(c)(4), in
order to provide additional clarity. An amendment at §89.302(d)
explains that the OCCC may require additional, clarifying, or
supplemental information to determine that the applicant meets
statutory licensing requirements. An amendment at §89.302(e)
explains that an applicant must immediately amend a pending
application if any information changes requiring a materially
different response, replacing language that will be removed
from §89.306(a), as explained later in this preamble.

Adopted amendments to §89.303 streamline and simplify re-
quirements for transfer of ownership and license transfer to
ensure consistency with NMLS. In §89.303(b)(3), amendments
streamline the definition of "transfer of ownership" while main-
taining references to changes in management or control of a
business, and also maintaining the current exclusion relating to

changes in proportionate ownership. The adoption maintains
certain rule text in the definition of "transfer of ownership" that
would have been removed in the proposed amendments. This
change is based on further consideration since the proposal. In
order for the OCCC to ensure that licensees operate lawfully
and fairly, it may be appropriate and necessary for the OCCC
to review certain changes of control of a single entity through
the license application process. An amendment to §89.303(c)
explains that to transfer a license, a transferor may request
surrender of its license after the OCCC approves the trans-
feree's new license application on transfer of ownership. Other
amendments throughout §89.303 ensure consistency with this
revised transfer process.

The adoption repeals §89.304, which currently requires li-
censees to notify the OCCC of changes to organizational form,
mergers resulting in creation of a new or different surviving
entity, and certain changes in proportionate ownership. Going
forward in NMLS, the OCCC anticipates that these changes will
be handled through the advance change notice process, as ex-
plained later in this preamble in the discussion of amendments
to §89.306. Therefore, §89.304 will no longer be necessary.

The adoption repeals §89.305, which currently requires license
applicants to provide supplemental information to the OCCC on
request. Because of the adopted amendment at §89.302(c) ex-
plaining the OCCC may require additional information, §89.305
will no longer be necessary.

Adopted amendments to §89.306 consolidate and simplify the
types of required notifications that a licensee must provide to
the OCCC when a change occurs. In §89.306(a), the amend-
ments list advance change notices. NMLS uses the term "ad-
vance change notice" to refer to notifications that must be pro-
vided on or before the date of the change, in accordance with
an agency's written instructions. As explained in the amend-
ments to §89.306(a), this includes changes to the legal name
of the entity, the legal status of the entity, names of key indi-
viduals, branch location addresses, and other listed items. In
§89.306(b), amendments list notifications that are required not
later than 30 days after the licensee has knowledge of the in-
formation. These items include bankruptcies of the licensee or
its direct owners, because a bankruptcy is a significant event
that may impact the financial responsibilities of a licensee and
its ability to address compliance issues. These items also in-
clude notifications of data breaches affecting at least 250 Texas
residents, helping to ensure that the OCCC can effectively mon-
itor the crucial issue of cybersecurity (as discussed earlier in the
discussion of adopted amendments to §89.207).

Adopted amendments to §89.307 revise license application pro-
cessing requirements to be consistent with NMLS and with the
statute at Texas Finance Code, §351.104. An amendment at
§89.307(d) explains that a license application may be consid-
ered withdrawn if a complete application has not been filed within
30 days after a notice of deficiency has been sent to the appli-
cant, consistent with how license applications are processed in
NMLS. Under Texas Finance Code, §351.104(b), if the OCCC
finds that a license applicant has not met the eligibility require-
ments for a license, then the OCCC will notify the applicant.
Under Texas Finance Code, §351.104(c), an applicant has 30
days after the date of the notification to request a hearing on the
denial. Amendments at §89.307(d) specify that if the eligibility
requirements for a license have not been met, the OCCC will
send a notice of intent to deny the license application, as de-
scribed by Texas Finance Code, §351.104(b). Amendments at
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§89.307(e) revise current language to specify that an affected
applicant has 30 days from the date of the notice of intent to
deny to request a hearing, as provided by Texas Finance Code,
§351.104(c). An amendment removes current §89.307(e), re-
garding disposition of fees, because this language unnecessarily
duplicates language in §89.310 (regarding Fees). Amendments
to §89.307(f) clarify the 60-day target period to process a license
application and the 60-day target period to set a requested hear-
ing on an application denial, in accordance with Texas Finance
Code, §351.104(c)-(d).

Adopted amendments to §89.308 revise requirements for notice
of relocation of licensed offices. The adoption removes current
§89.308(a), because the requirement to notify the OCCC of a
branch office relocation will be moved to §89.306(a) as an ad-
vance change notice, as discussed earlier in this preamble. An
amendment to current §89.308(b) explains that a licensee may
send notice of a relocation to a debtor by email if the debtor has
provided an email address and consented in writing to be con-
tacted at the email address, in order to accommodate electronic
communications.

Adopted amendments to §89.309 revise requirements for li-
cense surrender. The amendments explain that a licensee may
surrender a license by providing the information required by the
OCCC's written instruction, in accordance with Texas Finance
Code, §351.160, and that a surrender is effective when the
OCCC approves the surrender.

Adopted amendments to §89.311 remove a sentence about the
return of original documents filed with a license application. This
sentence is no longer necessary because the OCCC no longer
accepts original paper documents with a license application.

The adoption repeals §89.402, which describes the requirement
to display a license. This section is unnecessary because it du-
plicates the statutory license display requirement at Texas Fi-
nance Code, §351.152. Going forward, licensees may com-
ply with the statutory license display requirement by printing out
company license information from NMLS.

Adopted amendments to §89.403 revise requirements for li-
cense renewal. An amendment at §89.403(b) explains that
a licensee must maintain an active account in NMLS (or a
designated successor system) in order to maintain and renew
a license, and that renewal may be unavailable to a licensee
that fails to maintain an active account. An amendment at
§89.403(d) specifies that the OCCC may send notice of delin-
quency of an annual assessment fee electronically through
NMLS or by email to the primary company contact, removing
current language that refers to a "master file" address under the
OCCC's current system.

Adopted amendments to §89.405 revise criminal history review
requirements to explain that the OCCC will obtain criminal his-
tory record information through NMLS and to use the term "key
individual."

Adopted new §89.806 describes requirements for property tax
loan payoff requests authorized by a borrower. Currently, the
rules in §89.801 through §89.805 describe requirements for pay-
off requests from another lienholder to a property tax lender, but
these sections do not describe requirements for a payoff request
that is authorized by a borrower. Property tax lenders have re-
quested that the OCCC provide guidance and clear standards on
this issue, in order to ensure that the payoff process functions
properly, that borrowers are enabled to pay off their property
tax loans in a reasonable amount of time, and that property tax

lenders are able to safeguard borrowers' personal information.
Consistent with the prohibition on prepayment penalties in Texas
Tax Code, §32.065(d), and Texas Finance Code, §343.205 and
§351.0021(a)(9), a borrower has a right to pay off a property tax
loan early. New §89.806(a) explains this right. New §89.806(b)
describes the payoff request process that should be used if a
property tax lender obtains a borrower's authorization to pay off
a property tax loan held by an existing property tax lender. This
includes guidelines for the authorized property tax lender to ob-
tain the borrower's written authorization and send the payoff re-
quest, as well as guidelines for the existing property tax lender to
provide a payoff statement. Since the proposal, in response to
comments received, changes have been made to §89.806(b) to
add the term "certificate of authenticity” in reference to the proof
of the borrower's signature, and to refer to the borrower's "signed
authorization" for clarity.

The OCCC issued an advance notice of rule review and received
three informal comments in response to that notice. Notice of the
review of 7 TAC Chapter 89 was published in the Texas Register
on August 1, 2025 (50 TexReg 5069). The commission received
one official comment in response to that notice from Panacea
Lending LLC, a property tax lender.

The OCCC distributed an early precomment draft of the pro-
posed amendments to interested stakeholders for review, and
then held a stakeholder meeting and webinar regarding the rule
changes. The OCCC received four precomments on the pro-
posed amendments from stakeholders, consisting of one pre-
comment from the Texas Property Tax Lienholders Association
(TPTLA), two precomments from a law firm representing prop-
erty tax lenders, and one precomment from Panacea Lending.

The OCCC received one official written comment on the pro-
posed amendments. The official comment was from TPTLA.
TPTLA generally supported the proposed amendments,
although it recommended additional changes to §89.806, dis-
cussed later in this preamble. In addition, a representative of
Panacea Lending testified on the proposed amendments at
the Finance Commission's meetings August 15 and October
24, 2025, and reiterated the points from Panacea Lending's
precomment and official comment on the rule review. In gen-
eral, Panacea Lending expressed concerns that the proposed
amendments did not sufficiently address various issues raised
by Panacea Lending in its comments.

One precomment, provided by a law firm representing property
tax lenders, addressed the proposed recordkeeping require-
ments in §89.207. The precomment recommended revising the
current requirements on recordkeeping for the notice to cure
the default and the notice of intent to accelerate, to remove the
phrase "including verification of delivery of the notice," which
is currently used in §89.207(L)(i)(I1)-(lll), because service is
complete under Texas Property Code, §51.002(e) when the
notice is placed in the mail. In response to this suggestion, the
adopted version of this provision at §89.207(L)(ii)-(iii) states that
the record includes "any mail tracking or other verification of de-
livery of the notice," with the word "any" indicating that property
tax lenders would be required to maintain the information if they
obtain it.

Several stakeholders commented on the new payoff statement
rule at §89.806. The new rule was addressed in Panacea Lend-
ing's comments, TPTLA's comments, and a precomment filed
by a law firm representing property tax lenders. Stakeholders
generally expressed support for having clear guidelines on the
issue of borrower payoff statements, although they differed in
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suggestions for the timing of the payoff statement and technical
requirements for the borrower's authorization.

Panacea Lending's comments argue that current rules "allow
some lenders to delay, obstruct, or deny valid payoff requests
based on technicalities or unreasonable demands." For this rea-
son, Panacea Lending supports a rule specifying that borrowers
have an unconditional right to authorize payoff of a property tax
loan, that a borrower's electronic signature will be deemed valid,
that a lender may not require a payoff request to be submitted
through a particular platform, that each property tax lender must
maintain a designated email address on its website solely for
receiving payoff requests, that a lender must provide a full and
accurate statement within three business days, and that refusal
to accept a valid payoff request is an unfair or deceptive practice
subjecting the property tax lender to an administrative penalty
and corrective action. In response to other stakeholder con-
cerns about the inability to verify payoff authorizations, Panacea
Lending's precomment suggests that these concerns are "not
genuine," and that payoff authorizations from a licensed lender
should be presumed valid under a "safe harbor." Panacea
Lending's precomment states that it should not be compelled
to provide borrower phone numbers or email addresses due to
concerns about compliance with the Gramm-Leach-Bliley Act
(GLBA). Regarding concerns about Panacea Lending's use
of an e-signature platform developed for the medical industry,
Panacea Lending argues that its software provides "stronger
user authentication, complete audit trails, encrypted records,
and robust access controls." Regarding stakeholder concerns
about providing payoff statements within three business days,
Panacea Lending argues that payoff statements can be gener-
ated "within hours, not days," and that any exceptions for loans
in litigation could be carved out of a general three-day rule.

In its official comment, TPTLA argues that "the current payoff
system among property tax lenders is working effectively," and
that there have been "very few complaints related to payoff
procedures." TPTLA suggests that the proposed amendments
to §89.806 "simply refine and codify best practices already
followed by responsible lenders." TPTLA expresses concerns
about a company using an e-signature platform designed for
HIPAA compliance standards that do not apply to property
tax lending, and that "the use of this system is misaligned
with financial verification needs and obstructs lenders from
confirming the borrower's authorization." TPTLA argues that
"[w]ithout access to signer verification data, the lender receiving
the payoff request cannot confirm that the borrower truly autho-
rized the release." Therefore, TPTLA suggests that the proof of
authorization include a certificate of authenticity containing the
signer's name, IP address, email address, and date and time of
signing. TPTLA also recommends a seven-business-day period
for providing payoff statements due to consistency with industry
norms and the federal standard for mortgages under Regulation
Z,12 C.F.R. §1026.36.

In a precomment, a law firm representing property tax lenders
recommended a seven-business-day period for issuing the pay-
off statement and a 30-day period for relying on a payoff state-
ment, citing current periods described by §89.802.

The commission and the OCCC appreciate that borrower payoff
requests are an important issue warranting regulatory guidance.
This importance underlies the rationale for the adopted amend-
ments to §89.806.

Regarding the timing of the payoff statement, the commission
and the OCCC believe that a seven-business-day period is

appropriate and consistent with industry standards. This pe-
riod is also consistent with the current seven-business-day
requirement for payoff statements that property tax lenders
provide to other lienholders under 7 TAC §89.802(i) (relating to
Payoff Statements), and with the seven-business-day period
for payoff statements for mortgage loans described in the
Truth in Lending Act, 15 U.S.C. §1639g, and Regulation Z, 12
C.F.R. §1026.36(c)(3). For this reason, adopted §89.806(b)(3)
contains a seven-business-day period for providing the payoff
statement. The commission and the OCCC disagree with
the suggestion to use a three-business-day period, because
this is inconsistent with industry standards. The commission
declines to adopt a specific 30-day period for relying on a payoff
statement, because reliance for this amount of time could be
impractical in particular situations.

Regarding technical requirements for the payoff request, the
commission and the OCCC believe that concerns about vali-
dation are genuine, but want to ensure that the rule remains
flexible enough to accommodate changing technology. The
adopted amendments to §89.806 contain language explaining
that lenders must maintain proof of electronic signatures "in ac-
cordance with standards for electronic signatures." In response
to comments, changes have been made to §89.806(b) to refer
to a certificate of authenticity, which would be the expected form
of proof of the borrower's authorization. The commission and
the OCCC disagree with Panacea Lending's suggestion that
providing a borrower's email address or phone number would
necessarily violate GLBA. This issue could be addressed by
disclosing how the information will be used to the consumer
in a privacy notice. See Regulation P, 12 C.F.R. §1016.6.
The commission and the OCCC also disagree with Panacea
Lending's suggestion to use a regulatory "safe harbor" under
which requests from a licensed property tax lender would be
presumed valid. It is a prudent data security practice for lenders
to verify incoming requests before releasing a borrower's sensi-
tive financial transaction information.

In its official comment on the rule review, Panacea Lending ad-
dressed additional issues that were not ultimately included in the
proposed or adopted rule amendments. Panacea Lending also
raised these issues in its precomment on the proposed amend-
ments, and in its testimony at the August 15 and October 24
commission meetings. TPTLA's official comment on the pro-
posed amendments included responses to the issues raised by
Panacea Lending.

First, Panacea Lending's comments recommend mandatory
compliance procedures requiring property tax lenders to con-
duct yearly internal reviews of residential property tax loans
to determine whether borrowers are subject to homestead
exemptions for being older than 65 or having a disability, and a
requirement that property tax lenders send notices to borrowers
who are subject to exemptions, with the notice confirming the
exemption or deferment and explaining how the property owner
may apply for it. In a supplement to the original comment,
Panacea Lending suggests requiring additional documents at
closing, as well as a disclosure to be read aloud to the borrower
by a notary, asking about disabilities and whether the borrower
is the surviving spouse of a first responder, as well as a required
disclosure to be provided when a property tax lender is prohib-
ited from making a loan. Panacea Lending cites Texas Attorney
General Opinion No. GA-0787 (2010), in which the attorney
general found that the Texas Tax Code prohibits a property tax
lender from foreclosing on a property owner who has attained
the age of 65 and filed a deferment of taxes. TPTLA's official
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comment argues that existing Texas law at Texas Tax Code,
§33.06 and §33.065 (among other provisions) already prohibit
originating property tax loans for homeowners who qualify for
age exemptions. TPTLA also asserts that licensed lenders
follow stringent procedures to prevent these loans, including
cross-referencing dates of birth and county appraisal records,
and that there is no evidence of widespread non-compliance.
Therefore, TPTLA argues that Panacea Lending's proposal is
redundant and unnecessary.

Although the Tax Code's foreclosure requirements and prohibi-
tions are an important compliance issue for property tax lenders,
the commission and the OCCC disagree with the rule amend-
ments proposed by Panacea Lending. The suggested amend-
ments go significantly beyond the Tax Code's statutory require-
ments, may require property tax lenders to provide legal advice
to borrowers, and may not be possible to fully implement in prac-
tice. For example, it is unclear how a property tax lender can de-
termine, from a review of its files, whether a borrower currently
has a disability making the borrower eligible for a deferment or
exemption. Some of the disclosures described in the comment
may be a prudent business practice for property tax lenders, but
the prescriptive nature of the suggested disclosures goes be-
yond the intended scope of the rules in 7 TAC Chapter 89.

Second, Panacea Lending's comments recommend amending
advertising rules to require the word "lender" to appear on all
marketing pieces. Panacea Lending argues that this change is
necessary to prevent misleading advertising. TPTLA's official
comment responds that false and misleading advertising are al-
ready addressed by existing provisions and that the change pro-
posed by Panacea Lending is unnecessary.

The rule at 7 TAC §89.208 (relating to Advertising) already pro-
hibits false, deceptive, or misleading advertising; requires dis-
closure of the name of the property tax lender; and prohibits ad-
vertisements resembling government documents, among other
advertising requirements. The rule at 7 TAC §89.507 (relating
to Permissible Changes) allows property tax lenders to revise
disclosures to use the term "transferee" for "property tax lender,"
and to use the term "tax lien transfer" for "property tax loan." The
commission and the OCCC believe that Panacea Lending's sug-
gested change requiring the word "lender" is unnecessary, given
the existing advertising requirements and the alternative termi-
nology for the transaction used in Texas Tax Code, Chapter 32.

Third, Panacea Lending's comments recommend amending 7
TAC §89.601 (relating to Fees for Closing Costs) to adjust the
maximum closing costs for a residential property tax loan. Cur-
rently, 7 TAC §89.601 provides a general maximum of $900 for
closing costs, plus up to $100 for each additional parcel of prop-
erty past the first parcel, plus reasonable fees for certain direct
costs to address title defects. The comment recommends ad-
justing the maximum to $1,500, indexed annually to inflation
using the Consumer Price Index, based on increased costs of
staffing, technology, and insurance. TPTLA's official comment
opposes changing this maximum fee, arguing that the current
rule protects consumers, that technological efficiencies have off-
set inflationary pressure, and that raising the maximum would
invite high-fee, short-term lending.

The commission and the OCCC recognize that certain costs
have increased for lenders. However, the commission and the
OCCC believe that the $900 maximum (plus additional amounts
for certain transaction) remains a fair maximum for lenders in
relation to typical residential property tax loan amounts (which
averaged $21,399 in calendar year 2024). The commission and

the OCCC have not received sufficient information to support
raising the maximum closing costs at this time.

Fourth, Panacea Lending's comments recommend adding a
requirement for a property tax lender to obtain a signed loan
application, and to provide a nonbinding pre-closing disclosure
with a 48-hour waiting period for the property tax loan to be
closed. Panacea Lending argues that this is necessary because
borrowers may receive loan terms without a written record of
what was actually offered, preventing borrowers from compar-
ison shopping. TPTLA's official comment responds that these
additional requirements are unnecessary because existing
rules already required timely, signed pre-closing disclosures of
transaction terms, and require lenders to maintain records of
loan applications and disclosures.

Regarding the signed loan application, the commission and the
OCCC believe that this requirement is unnecessary, because the
recordkeeping rule at 7 TAC §89.207(3)(A)(ii) (relating to Files
and Records Required) already requires property tax lenders
to maintain a transaction file that includes the application and
any written or recorded information used in evaluating the ap-
plication. Regarding a nonbinding pre-closing disclosure and
48-hour waiting period, the commission and the OCCC believe
that the Panacea Lending's suggested changes go beyond statu-
tory requirements and the intended scope of the rules. Property
tax loans are already subject to pre-closing disclosure require-
ments under Texas Tax Code, §32.06(a-4)(1) and 7 TAC §89.504
(relating to Requirements for Disclosure Statement to Property
Owner). The pre-closing disclosure includes key loan terms, and
lenders are required to amend disclosures promptly if they are
inaccurate. See 7 TAC §89.504(c)(3). In addition, residential
property tax loans are subject to a three-day right of rescission
under Texas Tax Code, §32.06(d-1).

Fifth, Panacea Lending's comments recommend amending the
rule at 7 TAC §89.802 (regarding Payoff Statements) for payoff
statements that a property tax lender provides to certain lienhold-
ers. Panacea Lending suggests adding information about delin-
quent payments, late fees, and tax deferrals, in order to ensure
that borrowers are informed about these items. TPTLA's official
comment responds that current rules already require compre-
hensive payoff statements under §89.802 (including unpaid prin-
cipal balance, accrued interest, additional fees with a descrip-
tion of each fee, and total payoff amount), and that the proposed
changes would add unnecessary complexity, increasing admin-
istrative costs without improving borrower outcomes.

The commission and the OCCC disagree with Panacea Lend-
ing's suggested changes to 7 TAC §89.802. Unlike the payoff
statements described in the adopted new rule at §89.806, pay-
off statements under §89.802 are primarily provided to other lien-
holders and would not achieve the intended effect of informing
borrowers.

Sixth, Panacea Lending's comments recommend that trade
organizations should be required to publicly disclose their meet-
ings with the OCCC 60 days in advance. The comments also
suggest that within 10 business days after a meeting with the
OCCC, a trade organization should be required to disclose the
date, time, and location of the meeting; the name of the hosting
organization or sponsor; names and titles of all OCCC per-
sonnel in attendance; names and titles of property tax lenders'
representatives in attendance; agenda topics or discussion
summaries; copies of presentation slides shared by or with
the OCCC; names of industry presenters; and a summary that
clearly states each topic discussion. The comment argues that

50 TexReg 8556 December 26, 2025 Texas Register



this is necessary to address "unequal access" and a "perception
of bias." TPTLA disagrees with this suggestion, arguing that
TPTLA has a record of compliance and ethical conduct, and
has built a collaborative relationship with the OCCC rooted in
transparency and shared objectives.

The commission and the OCCC disagree with Panacea Lend-
ing's suggestion. The OCCC fully complies with government
transparency requirements and strives to follow an open process
that makes rules and guidance available to stakeholders. The
OCCC generally meets with stakeholders on request, whether
or not they are connected to a trade association. Panacea
Lending's suggestions would unnecessarily impair the OCCC's
communications with stakeholders and inappropriately single
out trade associations as opposed to other stakeholders.

Seventh, Panacea Lending's comments recommend amending
pre-closing disclosure requirements so that the requirements
are uniform for residential property tax loans and commercial
property tax loans, requiring commercial property tax lenders to
disclose an NMLS ID number and additional loan calculations.
Currently, the rule at 7 TAC §89.506 (relating to Disclosures)
provides distinct pre-closing disclosure forms for residential
and commercial property tax loans. TPTLA's official comment
responds that these changes are inappropriate because Texas
law differentiates between residential and commercial property
tax loans in structure and borrower protections, and that merg-
ing the forms would create confusion and compliance risk.

The commission and the OCCC disagree with Panacea Lend-
ing's suggestion to merge the disclosures and require commer-
cial lenders to provide residential disclosures. There are signifi-
cant differences between residential property tax loans and com-
mercial property tax loans, and these differences warrant distinct
disclosures. For example, residential property tax loans are sub-
ject to Texas Finance Code, Chapter 180, which requires the in-
dividual residential mortgage loan originator to hold a license in
NMLS, while commercial property tax loans are not subject to
this requirement (meaning the individual originator of a commer-
cial property tax loan might not have an NMLS ID). Also, under
Texas Finance Code §351.0021, a prepayment penalty is autho-
rized for commercial property tax loans but not residential prop-
erty tax loans, and this distinction is reflected in the disclosures
at 7 TAC §89.506.

Eighth, Panacea Lending's precomment requests clarification on
"the source, scope, and authority of any limitation on the num-
ber of rules the OCCC may consider or advance during this
rulemaking cycle." To clarify, there is no specific numerical lim-
itation on how many rules can be addressed in a rule review.
Rather, the scope of the commission's rulemaking authority and
the OCCC's authority is limited by statute. The Finance Com-
mission may only adopt rules to implement applicable statutory
provisions (in this case, Texas Finance Code, Chapter 351 and
Texas Tax Code, Chapter 32). To minimize regulatory burden,
the OCCC takes a restrained approach to regulation and works
to ensure that rules are limited to what is necessary to enforce
and administer the statute. The OCCC carefully considers this
approach when presenting rule actions to the commission. The
OCCC believes that the current adoption of amendments to 7
TAC Chapter 89 supports this approach.

Ninth, Panacea Lending's precomment expresses concerns
about whether there was sufficient advance notice of the
commission's and OCCC's reasons for not adopting Panacea
Lending's proposed changes. The commission's and OCCC's
reasons were included in the meeting materials posted in

advance of the commission's meeting on October 24, 2025.
Panacea Lending had an opportunity to review this material be-
fore testifying at the October 24 meeting. The commission and
the OCCC provided sufficient formal responses to comments as
required by statute under Texas Government Code, §2001.033
and §2001.039, in addition to providing numerous additional
opportunities for informal stakeholder feedback to support a
transparent rulemaking process.

SUBCHAPTER B. AUTHORIZED ACTIVITIES
7 TAC §89.206, §89.207

The rule changes are adopted under Texas Finance Code,
§351.007, which authorizes the commission to adopt rules to
ensure compliance with Texas Finance Code, Chapter 351,
and Texas Tax Code, §32.06 and §32.065. The rule changes
are also adopted under Texas Finance Code, §14.109, which
authorizes the OCCC to require that a person submit information
through NMLS if the information is required under a rule adopted
under Texas Finance Code, Chapter 351. In addition, Texas
Finance Code, §11.304 authorizes the commission to adopt
rules to ensure compliance with Texas Finance Code, Title 4.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-
ter 32.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504620

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: January 1, 2026

Proposal publication date: November 7, 2025

For further information, please call: (512) 936-7660

¢ ¢ ¢

SUBCHAPTER C. APPLICATION
PROCEDURES
7 TAC §§89.301 - 89.303, 89.306 - 89.309, 89.311

The rule changes are adopted under Texas Finance Code,
§351.007, which authorizes the commission to adopt rules to
ensure compliance with Texas Finance Code, Chapter 351,
and Texas Tax Code, §32.06 and §32.065. The rule changes
are also adopted under Texas Finance Code, §14.109, which
authorizes the OCCC to require that a person submit information
through NMLS if the information is required under a rule adopted
under Texas Finance Code, Chapter 351. In addition, Texas
Finance Code, §11.304 authorizes the commission to adopt
rules to ensure compliance with Texas Finance Code, Title 4.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-
ter 32.

$89.301.  Definitions.

Words and terms used in this chapter that are defined in Texas Finance
Code, Chapter 351 have the same meanings as defined in Chapter 351.
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The following words and terms, when used in this chapter, will have
the following meanings, unless the context clearly indicates otherwise.

(1) Key individual--An individual owner, officer, director,
or employee with a substantial relationship to the lending business of
an applicant or licensee. The following are key individuals:

(A) any individual who is a direct owner of 10% or
more of an applicant or licensee;

(B) any individual who is a control person or executive
officer of an applicant or licensee, including an individual who has the
power to direct management or policies of a company (e.g., president,
chief executive officer, general partner, managing member, vice pres-
ident, treasurer, secretary, chief operating officer, chief financial offi-
cer); and

(C) an individual designated as a key individual where
necessary to fairly assess the applicant or licensee's financial respon-
sibility, experience, character, general fitness, and sufficiency to com-
mand the confidence of the public and warrant the belief that the busi-
ness will be operated lawfully and fairly.

(2) Net assets--The total value of acceptable assets used or
designated as readily available for use in the business, less liabilities,
other than those liabilities secured by unacceptable assets. Unaccept-
able assets include, but are not limited to, goodwill, unpaid stock sub-
scriptions, lines of credit, notes receivable from an owner, property
subject to the claim of homestead or other property exemption, and en-
cumbered real or personal property to the extent of the encumbrance.
Generally, assets are available for use if they are readily convertible to
cash within 10 business days.

(3) NMLS--The Nationwide Multistate Licensing System.
$89.302.  Filing of New Application.

(a) NMLS. In order to submit a property tax lender license ap-
plication, an applicant must submit a complete, accurate, and truthful
license application through NMLS (or a successor system designated
by the OCCC), using the current form prescribed by the OCCC. An
application is complete when it conforms to the OCCC's written in-
structions and necessary fees have been paid. The OCCC has made
application checklists available through NMLS, outlining the neces-
sary information for a license application.

(b) Company license application. A company license applica-
tion will include the following information and any other information
listed in the OCCC's written instructions:

(1) A company form including the name of the applicant
entity, contact information, registered agent, location of books and
records, bank account information, legal status, and responses to dis-
closure questions.

(2) An individual form for each key individual, including
name, contact information, and responses to disclosure questions.

(3) A business operating plan describing the source of con-
sumers, purpose of loans, size of loans, and source of working capital.

(4) A management chart showing the applicant's divisions,
officers, and managers.

(5) Anorganizational chart if the applicant is owned by an-
other entity or entities, or has subsidiaries or affiliated entities.

(6) A statement of experience detailing prior experience
relevant to the license sought.

(7) A certificate of formation or other formation document.

(8) Any assumed names or other trade names that the appli-
cant will use, and an assumed name certificate for each assumed name
or other trade name.

(9) Franchise tax account information showing that the ap-
plicant entity is authorized to do business in Texas.

(10) Financial statement and supporting financial informa-
tion complying with generally accepted accounting principles (GAAP).
The OCCC may require a bank confirmation to confirm account bal-
ance information with financial institutions.

(A) If a financial statement is unaudited, then it should
be dated no earlier than 60 days before the application date.

(B) Ifa financial statement is audited, then it should be
dated no earlier than one year before the application date.

(11) Loan forms that the applicant intends to use, including
disclosures and loan contracts.

(c) Branch license application. A branch license application
will include the following information and any other information listed
in the OCCC's written instructions:

(1) Abranch form including the address of the branch, con-
tact details, and business activities.

(2) Any assumed name or other trade name that the appli-
cant will use, and an assumed name certificate for each assumed name
or other trade name.

(3) A financial statement and supporting financial informa-
tion, as described by subsection (b)(10) of this section.

(4) For a license application involving a transfer of own-
ership, documentation of the transfer of ownership as described by
§89.303 of this title

(d) Supplemental information. The OCCC may require ad-
ditional, clarifying, or supplemental information or documentation as
necessary or appropriate to determine that an applicant meets the li-
censing requirements of Texas Finance Code, Chapter 351.

() Amendments to pending application. An applicant must
immediately amend a pending application if any information changes
requiring a materially different response from information provided in
the original application.

$89.303.  Transfer of License; New License Application on Transfer
of Ownership.

(a) Purpose. This section describes the license application re-
quirements when a licensed entity transfers ownership of the entity. Ifa
transfer of ownership occurs, the transferee must submit a new license
application on transfer of ownership under this section.

(b) Definitions. The following words and terms, when used in
this section, will have the following meanings:

(1) License transfer--A sale, assignment, or transfer of a
property tax lender license.

(2) Permission to operate--A temporary authorization from
the OCCC, allowing a transferee to operate under a transferor's license
while final approval is pending for a license transfer application or a
new license application on transfer of ownership.

(3) Transfer of ownership--Any purchase or acquisition of
control of a licensed entity (including acquisition by gift, devise, or
descent), or a substantial portion of a licensed entity's assets, where a
substantial change in management or control of the business occurs.
The term does not include a change in proportionate ownership that
results in the exact same owners still owning the business, unless an
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owner that previously held less than 10% obtains an interest of 10% or
more Transfer of ownership includes the following:

(A) an existing owner of a sole proprietorship relin-
quishes that owner's entire interest in a license or an entirely new entity
has obtained an ownership interest in a sole proprietorship license;

(B) any transfer of a substantial portion of the assets of a
licensed entity under which a new entity controls business at a licensed
location; and

(C) any other purchase or acquisition of control of a li-
censed entity, or a substantial portion of a licensed entity's assets, where
a substantial change in management or control of the business occurs.

(4) Transferee--The entity that controls business at a
licensed location after a transfer of ownership.

(5) Transferor--The licensed entity that controls business at
a licensed location before a transfer of ownership.

(c) License transfer approval. No property tax lender license
may be sold, transferred, or assigned without the written approval of the
OCCC, as provided by Texas Finance Code, §351.163. To transfer a li-
cense, a transferor may request surrender of its license after the OCCC
approves the transferee's new license application on transfer of owner-
ship. A license transfer is complete when the OCCC has approved the
transferee's new license application and the transferor's license surren-
der.

(d) Timing. No later than 30 days after the event of a transfer
of ownership, the transferee must file a complete new license appli-
cation on transfer of ownership in accordance with subsection (e). A
transferee may file an application before this date.

(e) Application requirements.

(1) Generally. This subsection describes the application re-
quirements for a new license application on transfer of ownership. A
transferee must submit the application in a format prescribed by the
OCCC. The OCCC may accept prescribed alternative formats to facili-
tate multistate uniformity of applications or in order to accept approved
electronic submissions. The transferee must pay appropriate fees in
connection with the application.

(2) Documentation of transfer of ownership. The applica-
tion must include documentation evidencing the transfer of ownership.
The documentation should include one or more of the following:

(A) acopy of the asset purchase agreement when only
the assets have been purchased;

(B) acopy of the purchase agreement or other evidence
relating to the acquisition of the equity interest of a licensee that has
been purchased or otherwise acquired;

(C) any document that transferred ownership by gift,
devise, or descent, such as a probated will or a court order; or

(D) any other documentation evidencing the transfer
event.

(3) Application information for new licensee. If the trans-
feree does not hold a property tax lender license at the time of the appli-
cation, then the application must include the information required for
new license applications under §89.302 of this title (relating to Filing
of New Application). The instructions in §89.302 of this title apply to
these filings.

(4) Application information for transferee that holds a li-
cense. If the transferee holds a property tax lender license at the time
of the application, then the application must include amendments to

the transferee's original license application describing the information
that is unique to the transfer event, including disclosure questions, key
individuals, and a new financial statement, as provided in §89.302 of
this title. The instructions in §89.302 of this title apply to these fil-
ings. The responsible person at the new location must file a personal
affidavit, personal questionnaire, and employment history, if not previ-
ously filed. Other information required by §89.302 of this title need not
be filed if the information on file with the OCCC is current and valid.

(5) Request for permission to operate. The application may
include a request for permission to operate. The request must be in
writing and signed by the transferor and transferee. The request must
include all of the following:

(A) a statement by the transferor granting authority to
the transferee to operate under the transferor's license while final ap-
proval of the application is pending;

(B) an acknowledgement that the transferor and trans-
feree each accept responsibility to any consumer and to the OCCC for
any acts performed under the license while the permission to operate is
in effect; and

(C) if the application is a new license application on
transfer of ownership, an acknowledgement that the transferor will im-
mediately surrender or inactivate its license if the OCCC approves the
application.

(f) Permission to operate. If the application described by sub-
section (e) includes a request for permission to operate and all required
information, and the transferee has paid all fees required for the appli-
cation, then the OCCC may issue a permission to operate to the trans-
feree. A request for permission to operate may be denied even if the
application contains all of the required information. The denial of a
request for permission to operate does not create a right to a hearing.
If the OCCC grants a permission to operate, the transferor must cease
operating under the authority of the license. Two companies may not
simultaneously operate under a single license. A permission to operate
terminates if the OCCC denies an application described by subsection

(e).

(g) Transferee's authority to engage in business. If a transferee
has filed a complete application including a request for permission to
operate as described by subsection (¢), by the deadline described by
subsection (d), then the transferee may engage in business as a property
tax lender. However, the transferee must immediately cease doing busi-
ness if the OCCC denies the request for permission to operate or denies
the application. Ifthe OCCC denies the application, then the transferee
has a right to a hearing on the denial, as provided by §89.307(d) of this
title (relating to Processing of Application).

(h) Responsibility.

(1) Responsibility of transferor. Before the transferee be-
gins performing property tax lending activity under a license, the trans-
feror is responsible to any consumer and to the OCCC for all property
tax lending activity performed under the license.

(2) Responsibility of transferor and transferee. If a trans-
feree begins performing property tax lending activity under a license
before the OCCC's final approval of an application described by sub-
section (e), then the transferor and transferee are each responsible to
any consumer and to the OCCC for activity performed under the li-
cense during this period.

(3) Responsibility of transferee. After the OCCC's final ap-
proval of an application described by subsection (e) of this section, the
transferee is responsible to any consumer and to the OCCC for all prop-
erty tax lending activity performed under the license. The transferee is
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responsible for any transactions that it purchases from the transferor.
In addition, if the transferee receives a license transfer, then the trans-
feree's responsibility includes all activity performed under the license
before the license transfer.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504621

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: January 1, 2026

Proposal publication date: November 7, 2025

For further information, please call: (512) 936-7660

¢ ¢ ¢
7 TAC §89.304, §89.305

The rule changes are adopted under Texas Finance Code,
§351.007, which authorizes the commission to adopt rules to
ensure compliance with Texas Finance Code, Chapter 351,
and Texas Tax Code, §32.06 and §32.065. The rule changes
are also adopted under Texas Finance Code, §14.109, which
authorizes the OCCC to require that a person submit information
through NMLS if the information is required under a rule adopted
under Texas Finance Code, Chapter 351. In addition, Texas
Finance Code, §11.304 authorizes the commission to adopt
rules to ensure compliance with Texas Finance Code, Title 4.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-
ter 32.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504622

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: January 1, 2026

Proposal publication date: November 7, 2025

For further information, please call: (512) 936-7660

¢ ¢ ¢

SUBCHAPTER D. LICENSE
7 TAC §89.402

The rule changes are adopted under Texas Finance Code,
§351.007, which authorizes the commission to adopt rules to
ensure compliance with Texas Finance Code, Chapter 351,
and Texas Tax Code, §32.06 and §32.065. The rule changes
are also adopted under Texas Finance Code, §14.109, which
authorizes the OCCC to require that a person submit information
through NMLS if the information is required under a rule adopted

under Texas Finance Code, Chapter 351. In addition, Texas
Finance Code, §11.304 authorizes the commission to adopt
rules to ensure compliance with Texas Finance Code, Title 4.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-
ter 32.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504623

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: January 1, 2026

Proposal publication date: November 7, 2025

For further information, please call: (512) 936-7660

¢ ¢ ¢
7 TAC §89.403, §89.405

The rule changes are adopted under Texas Finance Code,
§351.007, which authorizes the commission to adopt rules to
ensure compliance with Texas Finance Code, Chapter 351,
and Texas Tax Code, §32.06 and §32.065. The rule changes
are also adopted under Texas Finance Code, §14.109, which
authorizes the OCCC to require that a person submit information
through NMLS if the information is required under a rule adopted
under Texas Finance Code, Chapter 351. In addition, Texas
Finance Code, §11.304 authorizes the commission to adopt
rules to ensure compliance with Texas Finance Code, Title 4.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-
ter 32.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504624

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: January 1, 2026

Proposal publication date: November 7, 2025

For further information, please call: (512) 936-7660

¢ ¢ ¢

SUBCHAPTER H. PAYOFF STATEMENTS
7 TAC §89.806

The rule changes are adopted under Texas Finance Code,
§351.007, which authorizes the commission to adopt rules to
ensure compliance with Texas Finance Code, Chapter 351,
and Texas Tax Code, §32.06 and §32.065. The rule changes
are also adopted under Texas Finance Code, §14.109, which
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authorizes the OCCC to require that a person submit information
through NMLS if the information is required under a rule adopted
under Texas Finance Code, Chapter 351. In addition, Texas
Finance Code, §11.304 authorizes the commission to adopt
rules to ensure compliance with Texas Finance Code, Title 4.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-
ter 32.

$89.806.  Payoff Request from Borrower.

(a) Generally. A borrower has a right to pay off a property tax
loan early, consistent with the prohibition on prepayment penalties in
Texas Tax Code, § 32.065(d), and Texas Finance Code, §343.205 and
§351.0021(a)(9). A property tax lender may not "lock out" a borrower
or prevent a borrower from paying off the loan early. The borrower's
right to pay off the loan early includes the right to authorize another
person to pay off the property tax loan.

(b) Payoff request process. If a property tax lender obtains
a borrower's authorization to pay off a property tax loan held by an
existing property tax lender, then the parties should take these steps.

(1) The authorized property tax lender should obtain a
signed written statement from the borrower authorizing the lender to
pay off the property tax loan. If the signature is electronic, then the
lender must maintain a certificate of authenticity or other proof of the
signature in accordance with standards for electronic signatures.

(2) The authorized property tax lender should send a re-
quest for a payoff statement to the existing property tax lender. The
request should include the borrower's signed authorization, and should
include the certificate of authenticity or other proof of the signature.
The request should include the borrower's name, the authorized per-
son's name, a description of the property, and reasonable instructions
for where to send the payoff statement.

(3) If the request includes the information necessary to
complete a payoff statement, then the existing property tax lender
should respond with a payoff statement to the authorized property tax
lender within seven business days after the existing property tax lender
receives the complete request. The payoff statement should include
accurate payoff information, and the borrower and the authorized
lender should be able to rely on it for a reasonable period of time. The
payoff statement should include reasonable instructions for paying off
the property tax loan. If the authorized property tax lender's request
does not include the information described by paragraph (2) of this
subsection, then the existing property tax lender should notify the
authorized property tax lender of the deficiency within a reasonable
period of time.

(4) The authorized property tax lender may pay off the ex-
isting property tax loan as described in the payoff statement.

(5) Once the property tax lender has received the payoff
amount, the property tax lender must promptly assign the property tax
loan to the authorized person or release the property tax lender's lien
on the property.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504625

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: January 1, 2026

Proposal publication date: November 7, 2025

For further information, please call: (512) 936-7660

L4 L4 L4
TITLE 16. ECONOMIC REGULATION

PART 2. PUBLIC UTILITY
COMMISSION OF TEXAS

CHAPTER 24. SUBSTANTIVE RULES
APPLICABLE TO WATER AND SEWER
SERVICE PROVIDERS

The Public Utility Commission of Texas (commission) adopts
amended 16 Texas Administrative Code (TAC) §24.101, relating
to Appeal of Rate-making Decision, Pursuant to the Texas Wa-
ter Code §13.043; §24.239, relating to Sale, Transfer, Merger,
Consolidation, Acquisition, Lease, or Rental; §24.240, relating
to Water and Sewer Utility Rates After Acquisition; §24.243, re-
lating to Purchase of Voting Stock or Acquisition of a Controlling
Interest in a Utility; §24.357, relating to Operation of a Utility by
a Temporary Manager; and §24.363, Temporary Rates for Ser-
vices Provided for a Nonfunctioning System. The commission
adopts these rules with changes to the proposed text as pub-
lished in the September 5, 2025 issue of the Texas Register (50
TexReg 5824). The rules will be republished.

The amended rules will implement the expedited Sale, Trans-
fer, Merger (STM) proceeding detailed under Texas Water Code
§13.301 as revised by Senate Bill (SB) 1965 from the 88th Reg-
ular Session and SB 740 from the 89th Regular Session of the
Texas Legislature. The amended rules will also implement Texas
Water Code §§13.002, 13.412, 13.4132 as revised by SB 740
and new Texas Water Code §13.3021 as enacted by SB 740.

The commission received comments on the proposed rule from
the Office of Public Utility Counsel (OPUC) and the Texas Asso-
ciation of Water Companies, Inc. (TAWC).

Clarifying Revisions Applicable to §24.239 and §24.243

Proposed §24.239(0) and §24.243(i) - Approval for the transac-
tion to proceed

Proposed §24.239(0) provides that the commission order allow-
ing the transaction to proceed expires 180 days from the date the
order is issued and that if the sale has not been completed within
that 180-day time period, the approval to proceed with the trans-
action is void, unless the commission extends the time period in
writing. Proposed §24.239(i) provides that the commission ap-
proval of a transaction to proceed expires 180 days after the date
of the commission order approving the transaction as proposed.
The provision further establishes that if the transaction has not
been completed within the 180-day time period, and unless the
purchasing utility has requested and received an extension for
good cause from the commission, the commission approval of
the transaction to proceed is void.

The commission revises both provisions for clarity and mirrors
them in each section as follows: "Except as otherwise provided
by this section, the commission order granting approval for the
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transaction to proceed expires 180 days after the date the order
is issued. If the transaction has not been completed within the
180-day period, the commission's approval to proceed with the
transaction will expire by operation of law unless, prior to the ex-
piration of the 180-day period, the commission in writing extends
the period." The revisions ensure consistency with terminology
(i.e., "expires") and provides additional flexibility for the 180-day
period to be extended.

Proposed §§24.239(v), 24.239(v)(1)(A)(i) and 24.243(j),
§24.243(j)(1)(A)(i) - Expedited acquisition of voting stock or
controlling interest and eligibility

Proposed §24.239(v) and §24.243(j) respectively authorize
an eligible applicant to apply for the expedited acquisition of
the assets or voting stock or controlling interest of a utility
and, if applicable, the certificated service area of that utility in
accordance with the requirements of the applicable subsection.
Proposed §24.239(v)(1)(A)(i) and §24.243(j)(1)(A)(i) authorize
a person appointed by the commission or TCEQ as a temporary
manager to be eligible for an expedited transaction.

The commission revises both proposed §24.239(v)(1)(A)(i) and
§24.243(j)(1)(A)(i) to include a supervisor appointed by the com-
mission or TCEQ to be eligible for an expedited transaction un-
der §24.239(v) or §24.243(j). The revisions to Texas Water Code
§13.301(l) and the addition of Texas Water Code §13.3021 ex-
plicitly authorize a supervisor appointed by the commission or
TCEQ under Texas Water Code §13.4131. The commission also
makes conforming revisions in other provisions in §24.239 and
§24.243 and to the Instructions and Part C of the Expedited STM
to reflect the statutory eligibility requirements.

Proposed §8§24.239(v)(1)(C), 24.239(v)(1)(C)(ii),
24.243())(1)(C), 24.243(j)(1)(C)(ii)) - Sufficiency of financial,
managerial, and technical capability for areas currently
certificated to or served by the applicant

Proposed §24.239(v)(1)(C) and §24.243(j)(1)(C) establish that,
for purposes of determining eligibility for an expedited trans-
action, an applicant's appointment as a temporary manager
or receiver of the utility is sufficient to demonstrate ade-
quate financial managerial and technical capability. Proposed
§24.239(v)(1)(C)(ii) and §24.243(j)(1)(C)(ii) provide that such
financial, managerial, and technical capability is sufficiently
established for any areas currently certificated to the applicant
or, as applicable, any areas being served by the applicant.

The commission moves proposed §24.239(v)(1)(C) and
§24.243(j)(1)(C) into §24.239(v)(2) and §24.243(j)(2) as new
§24.239(v)(2)(B) and new §24.243(j)(2)(B), respectively. Given
that proposed §24.239(v)(1)(C) and §24.243(j)(1)(C) effectively
waive the commission's review of financial, managerial, and
technical capability, the provisions are more appropriately situ-
ated in §24.239(v)(2) and §24.243(j)(2), which primarily relate
to aspects of the standard STM process that are waived for
expedited transactions. The commission also makes minor
revisions to §24.239(v)(2)(B) and §24.243(j)(2)(B) to ensure
the provision applies to supervisors in accordance with the
requirements of SB 740 and SB 1965 and to ensure that the
applicant's demonstration of adequate financial, managerial,
and technical capability for providing continuous and adequate
service applies to both sub-provisions (§24.239(v)(2)(B)(i) and
(i) and §24.243(j)(2)(B)(i) and (ii)).

The commission also revises proposed §24.239(v)(1)(C)(ii) and
§24.243(j)(1)(C)(ii) (now under new §24.239(v)(2)(B)(ii) and
§24.243(j)(2)(B)(ii)) to state: "any areas currently certificated to

the applicant, or as applicable to municipally owned utilities or
districts, any areas being served by the applicant within its ju-
risdictional boundaries." Texas Water Code §13.301(1)(3)A) only
provided that an eligible acquiring utility's financial, managerial,
and technical capability is established for the service area to be
acquired and any areas currently certificated to the applicant."
The additional language regarding areas being served by the
applicant is non-statutory, however was intended to address
eligible utilities (i.e., municipally owned utilities and districts)
that may provide service without a certificate. Retaining the
proposed language as-is could potentially authorize an eligible
applicant to automatically acquire areas outside of its certificated
area on the sole basis that the applicant is providing service to
such areas. The revised provision avoids this result except in
circumstances where a municipally owned utility or district is
lawfully providing service within its jurisdiction.

Question for Comment

In the event that a STM proceeding involves a nonfunctioning
utility with temporary rates - when should the reconciliation of
temporary rates occur? At the time the commission gives the or-
der approving the transaction to proceed, final commission ap-
proval, or when the temporary rates expire or are terminated by
the commission? The commission has previously established
the following holdings in [Docket] 50085 (See Commission Or-
der, Item #58, [Docket] 50085), which involved the acquisition of
a system with temporary rates and the acquiring entity requested
the temporary rates to be continued:

a. Temporary rates may be reconciled in the STM proceeding
itself to assist the commission in reviewing the reasonableness
of the approved temporary rates and the utility's financial health,
which are factors that inform the commission's determination on
the appropriate duration of the temporary rates post-acquisition.

b. If the underlying improvements justifying the nonfunctioning
system's temporary rates have not been completed at the time
of the STM proceeding, the reconciliation may be bifurcated.
Specifically, the reconciliation held in the STM proceeding will
be an "interim" reconciliation and that a "final" reconciliation for
any applicable improvements that remain uncompleted must be
performed in the utility's next comprehensive base rate proceed-
ing.

c. Reconciliations or interim reconciliations should be conducted
prior to the "interim" commission order approving the transaction
to proceed.

d. When a nonfunctioning utility has temporary rates in place, in
addition to making a determination of the duration of temporary
rates the final order must set a deadline for the utility to file its
next comprehensive base rate proceeding.

OPUC recommended that reconciliation of temporary rates
should occur at the time the commission issues the order allow-
ing a sale, transfer, or merger (STM) application to proceed if the
commission has all necessary information and documentation
to conduct a prudence review of the requested rates. OPUC
stated that timing reconciliation with the STM application to
proceed "ensures immediate rate alignment, avoids delays, and
prevents intergenerational inequity."

TAWC recommended that reconciliation of temporary rates
should not be required until either the temporary rates expire,
or the temporary rates are otherwise terminated by the com-
mission. TAWC noted that an earlier reconciliation, particularly
in an expedited STM process, does not allow for sufficient time
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for actual costs to be incurred by the acquiring entity for the
temporarily managed system and is therefore premature.

OPUC further stated that reconciliation should be bifurcated to
the extent that any underlying improvements justifying the non-
functioning system's temporary rates have not been completed
at the time of the STM proceeding. OPUC maintained that all in-
vestments for which the commission has sufficient information to
conduct a prudence review should be reviewed and reconciled
in the STM proceeding, and any investments for which there
is insufficient information should be reviewed and reconciled in
the utility's next comprehensive base rate proceeding. OPUC
stated this approach "best aligns with the Commission's broader
decision-making framework" and avoids issues associated with
potential delays. OPUC commented that reconciling temporary
rates in an STM proceeding helps ensure that rates "are immedi-
ately aligned with the utility's new management, providing a fair
and accurate picture of incomplete and subsequent investments
not yet included in temporary rates, and ongoing operations and
maintenance expenses." OPUC further commented that, upon
reconciliation, ratepayers are "shielded from intergenerational
inequity" as they are no longer obliged to pay for a temporary
manager that is no longer serving the system. OPUC stated that
the temporary manager, acquiring utilities, and ratepayers ben-
efit from the certainty this framework provides by eliminating the
necessity for any future refunds, surcharges, or true ups.

OPUC emphasized the need for preserving the ratepayer protec-
tions and safeguards under Chapter 13 of the Texas Water Code
in expedited STM transactions, particularly those that involve
temporary rates. Specifically, OPUC maintained that temporary
rates authorized under Texas Water Code §13.046 provide a util-
ity cost recovery mechanism without exposing residents to sud-
den or excessive charges. OPUC also noted that, under Texas
Water Code §13.043, ratepayers have the right to appeal tem-
porary or adjusted rates and ensure their concerns are "formally
considered and adjudicated by the Commission." OPUC further
indicated that, under Texas Water Code §13.4132, the commis-
sion may impose conditions on utilities under supervision to en-
sure both the financial integrity of the utility and prevent the mis-
use of customer resources. OPUC stated that, read together,
such customer protections prioritize ratepayer interests, includ-
ing safe and reliable service, while a utility is under temporary
management. OPUC maintained that such principles should be
upheld to ensure rates are just and reasonable for residential
and small commercial customers.

Commission response

The commission declines to implement any change in response
to OPUC or TAWC's responses to the question for comment.
However, the commission generally agrees with TAWC that "rec-
onciliation of temporary rates should not be required until either
the temporary rates expire, or the temporary rates are otherwise
terminated by the commission." Consistent with the commission
order issued in Docket 50085, the commission should retain flex-
ibility on the timing of reconciliation of temporary rates. However,
an acquiring utility needs time to reconcile any temporary rates
after they are expired or terminated, which may potentially not
occur until the conclusion of an STM proceeding or afterward.

In response to OPUC, the commission agrees that reconcilia-
tion and prudence review of temporary rates may be appropri-
ate when the commission order issuing a STM application to
proceed is issued if "the commission has all necessary informa-
tion and documentation to conduct a prudence review of the re-
quested rates." However, the appropriate reconciliation and pru-

dence review could, if necessary, occur later in the STM pro-
ceeding or in a separate proceeding. Temporary rate recon-
ciliation may be bifurcated where necessary if the underlying
improvements justifying the nonfunctioning system's temporary
rates have not been completed at the time of the STM proceed-
ing. In general, the most appropriate time to reconcile tem-
porary rates is when the temporary rates expire or are other-
wise terminated by the commission. OPUC's concerns about
ratepayer protections and safeguards are addressed elsewhere
in this adoption order.

Proposed §24.101. Appeal of Rate-making Decision, Pursuant
to the Texas Water Code §13.043.

Proposed §24.101(f) - Appeal by retail public utility of decision
of a provider of water or sewer service

Proposed §24.101(f) authorizes a retail public utility that receives
water or sewer service from another retail public utility or political
subdivision of the state, including an affected county, to appeal to
the commission a decision of the water or sewer service provider
if that decision affects the amount paid for water or sewer ser-
vice. The provision further states that such an appeal must be
initiated by filing a petition within 90 days after the appellant re-
ceives notice of the service provider' decision. The provision
does not apply to a decision of a municipality regarding whole-
sale water or sewer service to another municipality.

OPUC recommended §24.101(f) be revised to include language
stating that ratepayers subject to an appeal decision under the
subsection "retain the right to challenge rates, charges, or other
service decisions before the Commission in accordance with
TWC § 13.043(b) - (c), including the right to file complaints
or intervene in proceedings that affect their bills or quality of
service." OPUC emphasized that clarifying "between wholesale
transactions and retail service" is necessary to ensure municipal
ratepayers retain their rights to challenge rate decisions and
prevent any undue limitation of appeals that are otherwise
available to residential and small commercial customers. OPUC
provided redlines consistent with its recommendation.

Commission response

The commission declines to implement the recommended
change because it is unnecessary. The statutory right of a
ratepayer to appeal rate decisions is codified under §24.101(b)
and (c). The revision to §24.101(f) is to implement SB 740,
Section 3, which added Texas Water Code §13.043(f-1). As a
whole, §24.101(f) effectuates Texas Water Code §13.043 and
does not concern ratepayers. The provision only addresses
appeals from certain utility-type entities and providers of water
or sewer service.

Proposed §24.239. Sale, Transfer, Merger, Consolidation, Ac-
quisition, Lease, or Rental.

Proposed §24.239(g)-(h) - Financial, managerial, and technical
capability of acquiring utility to provide continuous and adequate
service and financial assurance

Proposed §24.239(g) requires a retail public utility or person that
files an STM application under §24.239 to demonstrate adequate
financial, managerial, and technical capability to provide contin-
uous and adequate service to the requested area and the trans-
feree's certificated service area as required by §24.227, relating
to Criteria for Granting or Amending a Certificate of Convenience
and Necessity. Proposed §24.239(h) authorizes the commis-
sion to require a transferee that cannot demonstrate adequate
financial, managerial, and technical capability to provide finan-

ADOPTED RULES December 26, 2025 50 TexReg 8563



cial assurance to ensure continuous and adequate retail water
or sewer utility service is provided to both the requested area
and any area already being served under the transferee's exist-
ing CCN. The provision also requires such financial assurance
to meet the requirements of §24.11, relating to Financial Assur-
ance, and specifies that an obligation to obtain financial assur-
ance does not relieve the applicant from any requirements to ob-
tain financial assurance to satisfy another state agency's rules.

TAWC recommended that proposed §24.239(g) and (h) be re-
vised to clarify that "financial assurance" under §24.11, relating
to Financial Assurance, is not required for every STM or CCN ap-
plication. TAWC suggested that the commission should instead
authorize the demonstration of the purchasing utilities' financial
capability through other evidence. TAWC stated that, for CCN
applications, developer financial info should not be required if
"the utility receiving new certificated area is ultimately respon-
sible for ensuring that all improvements needed for service are
installed pursuant to contract or otherwise."

Commission response

The commission declines to implement the recommended
change because it is out of scope. The scope of this rulemaking
is to implement the expedited STM process associated with SB
740, which does not address financial assurance. Revisions to
§24.11 will be taken up by the commission in a later rulemaking.
The commission makes minor clerical revisions to §24.239(g).
The commission notes that §24.239(g) (along with §24.239(f),
which includes revisions to address redundancy with recent
changes §24.238, relating to Fair Market Valuation) was inad-
vertently omitted by the commission in a previous rulemaking
and have been reinstated. (Cf. the proposal for publication in
Project 54046 with the adoption order in Project 54046).

Proposed §24.239(j) and §24.239(j)(5) - Commission authority
to hold hearing for STM transaction and public interest factors

Proposed §24.239(j) authorizes the commission to determine
whether to require a public hearing to determine if the trans-
action will serve the public interest. The provision establishes
that the commission will notify the transferee, the transferor, all
intervenors, and OPUC whether a hearing will be held. Pro-
posed §24.239(j)(1)-(5) establish factors that the commission
may consider when determining whether a hearing should be
held on the STM transaction, including public interest factors un-
der §24.239(j)(5)(A)-(1).

OPUC recommended that proposed §24.239(j)(5) be revised to
include rate affordability, service quality, and cost reductions as
factors the commission will consider when determining whether
to hold a hearing for an STM transaction.

Commission response

The commission declines to implement the recommended
change because it is out of scope. SB 740 neither specifies nor
requires the commission to review the public interest criteria
for holding a hearing on an STM proceeding. The scope of
this rulemaking is to implement the expedited STM process
associated with SB 740.

Proposed §24.239(p) - Commission issuance of order if no hear-
ing is required on STM transaction

Proposed §24.239(p) authorizes the commission to issue an or-
der approving the transaction to proceed if the commission does
not require a hearing and the transaction is completed as pro-
posed.

TAWC recommended the reference to the "order approving the
transaction to proceed" to be revised to indicate it is actually the
final order approving the STM application transaction. TAWC
noted the phrase "to proceed" is incorrect as the order approv-
ing the transaction to proceed would have occurred prior to the
transaction being completed as proposed. TAWC further rec-
ommended that the STM process should be made more concise
with a single order approving the transaction to proceed and to
be completed for simplicity and to provide regulatory certainty.
TAWC acknowledged, however, that such a change would ne-
cessitate further revisions to §24.239.

Commission response

The commission agrees with TAWC and implements the recom-
mended change. Specifically, the commission replaces "an or-
der approving the transaction to proceed" with "the final order
approving the transaction."

Proposed §24.239(u) - Special requirements for certain transac-
tions

Proposed §24.239(u) specifies that, for a transaction that in-
volves a nonfunctioning system for which a temporary manager
has been appointed under §24.357, relating to Temporary
Manager Appointment, Powers, and Duties, the temporary
manager's appointment and the monthly temporary manager's
fee must be terminated upon final commission approval of the
transaction.

The commission revises the provision to refer only to "the tem-
porary manager's fee" as the commission is not limited to setting
monthly fees for a temporary manager (i.e., a fee may be weekly,
bi-weekly, bi-monthly, etc.).

Proposed §24.239(v) - Expedited acquisition of assets

OPUC recommended proposed §24.239(v) should be revised
such that the expedited transaction process should include lan-
guage that would "provide clarity for ratepayers on how they
might otherwise review the impact on their bills associated with
the application."

Commission response

The commission declines to implement the recommended
change because it is out of scope. SB 740 explicitly waives
notice for expedited STM transactions. The utility acquiring
the system in an expedited transaction is already known to
customers as they are already serving as the temporary man-
ager, receiver, or supervisor of the system. Moreover, the utility
will have to declare itself after the transaction is completed to
inform customers of how to pay their bills and to whom to remit
payment. The new bill will effectively serve as notice of the
expedited transaction.

Proposed §24.240(c) and §24.240(c)(5) - Initial rates and public
interest determination

Proposed §24.240(c) establishes the requirements for initial
rates for an STM applicant that requests authorized acquisition
rates. Proposed §24.240(c)(5) establishes that the commission
will consider, in determining whether to approve a STM transac-
tion under §24.239, whether approving the transferee's request
to charge authorized acquisition rates would change whether
the proposed transaction would serve the public interest under
§24.239(h)(5).

OPUC commented that the revision to §24.240(c)(5) effectively
redefines initial acquisition rates to mean "those in effect upon fi-
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nal Commission approval" and clarifies the scope of public inter-
est review when "authorized rates are requested.” OPUC noted
that the revisions risk the commission adopting "authorized ac-
quisition rates that exceed current rates to such a degree as to
create rate shock" which would raise customers' bills without the
protections of a full base rate proceeding. OPUC commented
that its proposed revisions help ensure ratepayers are aware of
the potential for increased rates where there is no immediate im-
provement in service. OPUC provided redlines consistent with
its recommendation.

Commission response

The commission disagrees with OPUC and declines to imple-
ment the recommended change because it is unnecessary. The
revision to §24.240(c)(5) was a clarifying edit to omit a potentially
confining cross-reference to the criteria under §24.239(j)(5) (pre-
viously §24.239(h)(5)). Specifically, the revision was to reflect
the general potential for the commission to render a public in-
terest determination in each circumstance where authorized ac-
quisition rates are imposed, which could be in a standard STM
of assets or an expedited STM of assets under §24.239, a stan-
dard STM or an expedited STM of stock or controlling interest
under §24.243, etc. Moreover, the public interest factors for a
commission determination on authorized acquisition rates under
§24.240 may not always be the same as the criteria the com-
mission considers under §24.239(j)(5) in determining whether to
hold a public hearing in an STM asset acquisition proceeding.
The revision provides latitude for the commission to consider
other factors, not just those under §24.239. It is unclear how the
revision "risk[s] the commission adopting 'authorized acquisition
rates that exceed current rates to such a degree as to create rate
shock™ or would otherwise prevent the commission from requir-
ing authorized acquisition rates to be implemented in a manner
to mitigate negative impacts such as rate shock.

Proposed §24.243. Purchase of Voting Stock or Acquisition of a
Controlling Interest in a Utility.

New §24.243(k) - Notice of expedited proceedings for customers
(OPUC Proposal)

OPUC mirrored its recommendation for heightened customer
protections in expedited proceedings in §24.239. Specifically,
OPUC recommended that new §24.243(k) be added which
would, in the same manner as §24.239, require utilities to
provide notice to customers of the impacts of the expedited
transaction on their bills due to the expedited STM transaction
involving the acquisition of stock or a controlling interest. OPUC
provided redlines consistent with its recommendation.

Commission response

The commission declines to implement the recommended
change because it is out of scope and for the reasons previously
stated. SB 740 explicitly waives notice for expedited STM
transactions.

Proposed §24.357. Operation of a Utility by a Temporary Man-
ager.

Proposed §24.357(f) - Return of inventory

Proposed §24.357(f) requires a temporary manager to return to
the commission an inventory of all property received within 60
days after appointment.

The commission replaces the term "property received" with "util-
ity property" for clarity.

Proposed §24.357(g) - Temporary manager compensation

Proposed §24.357(g) establishes that compensation for a tem-
porary manager will come from utility revenues and will be set
by the commission at the time of appointment. The provision
also states that changes to the temporary manager compensa-
tion agreement may be approved by the commission.

OPUC recommended proposed §24.357(g) be revised to require
commission review of temporary manager proposed compensa-
tion agreements, which would be filed confidentially or otherwise
designated as highly sensitive filings. OPUC stated that requir-
ing public transparency of such agreements, or at the least con-
fidential disclosure to the commission, is necessary to protect
customers from excessive costs attributable to temporary man-
agement. Specifically, OPUC recommended that compensation
agreements should be reviewed for prudence before recovery is
sought in a subsequent rate proceeding. OPUC provided red-
lines consistent with its recommendation.

Commission response

The commission declines to implement the recommended
change because it is out of scope. SB 740 does not reference
the commission review of temporary manager compensation
agreements.  Moreover, temporary manager compensation
is established by the commission in the final order appoint-
ing the temporary manager, as indicated by §24.357(g). A
temporary manager must apply with the commission and file
documentation to support an increase to their compensation.
The commission will review the application and the supporting
documentation and then issue an order ruling on the application.
Moreover, when a temporary manager's fee is charged to a
customer, it is not technically part of a customer's rate base,
so it is not reviewed for prudence. In lieu of that, temporary
managers must file monthly reports which are reviewed by
staff through the issuance of memos. The commission notes
that temporary managers frequently operate at a deficit. If a
temporary manager's fee becomes excessive, commission staff
can recommend a fee decrease to the presiding officer. The
Texas Commission on Environmental Quality also consults with
the commission when appointing a temporary manager and
establishing the temporary manager fee to ensure a temporary
manager's compensation is just and reasonable. The commis-
sion also replaces the sentence "[c]hanges in the compensation
agreement may be approved by the commission" with "[t]he
commission may adjust the compensation for the temporary
manager as it deems necessary" for clarity and consistency.
The initial sentence does not refer to a compensation agree-
ment, only the compensation of the temporary manager.

Proposed §24.363. Temporary Rates for Services Provided for
a Nonfunctioning System.

Proposed §§24.363(e), 24.363(e)(1), 24.363(e)(2) - Regulatory
asset

Proposed §24.363(e) provides that, in an expedited STM pro-
ceeding under §24.239 or §24.243, if a temporary rate is es-
tablished during the term of a person's temporary management,
receivership, or supervision of a utility, the person's used and
useful invested capital and just and reasonable operations and
maintenance costs that are incurred in excess of the costs cov-
ered by the temporary rate are considered to be a regulatory
asset. The provision also states that the regulatory asset is eli-
gible for recovery in the person's next comprehensive rate pro-
ceeding or system improvement charge application. Proposed
§24.363(e)(1) establishes that, if a temporary rate is adopted
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during the term of a person's temporary management, receiver-
ship, or supervision of a utility, then the person's used and useful
invested capital and just and reasonable operations and mainte-
nance costs that are incurred by the person during the person's
appointment as temporary manager, receiver, or supervisor that
are in excess of the costs covered by the temporary rate are
considered to be a regulatory asset. Proposed §24.363(e)(2)
states that the regulatory assets eligible for recovery in the per-
son's next comprehensive rate proceeding or system improve-
ment charge application

OPUC recommended that §24.363(e) be revised to require pru-
dence review of any regulatory asset established under the pro-
vision for a temporary rate adopted during the term of a tempo-
rary manager, receiver, or supervisor, regardless of whether the
regulatory asset is recovered in a System Improvement Charge
(SIC) proceeding or a base rate case. OPUC expressed concern
that it would only have 30 days from the date a SIC application
is filed to comment on the application given the 75-day timeline
imposed by SB 740, reduced from 180 days. OPUC stated this
provides only a "limited opportunity for parties to review the types
of assets, investments and cost of the investments included in
the SIC application." OPUC stated that this limited review con-
cern is heightened given the addition of §24.363(e) "which treats
expenditures above the level covered by temporary rates as reg-
ulatory assets to be recovered in a future proceeding." OPUC
noted that this authorizes recovery through either a SIC or a com-
prehensive rate proceeding but does not require such costs to
be subject to prudence review before recovery. OPUC stated
that not requiring prudence review prior to recovery risks impru-
dent investments or costly activities by temporary managers to
be included in rates "without a meaningful prudence evaluation."
OPUC noted that a reasonableness standard is already applied
to temporary rates under §24.363(d) and therefore, the same
principle should apply when similar costs are later considered
to be regulatory assets. OPUC stated that its proposed change
would protect ratepayers from bearing the costs associated with
"a temporary manager's imprudent actions, while still permitting
timely recovery for prudent investments." OPUC provided red-
lines consistent with its recommendation.

Commission response

The commission implements OPUC's recommended language
regarding prudence review of the temporary rate-related regu-
latory asset with revisions. However, the commission declines
to implement OPUC's recommended revisions to §24.363(e)(1)
and (e)(2)(A). Specifically, the commission revises §24.363(e)(2)
to establish that the regulatory asset for temporary rates will be
subject to prudence review only in a base rate proceeding. SB
740 only requires the regulatory asset to be recoverable in ei-
ther a SIC proceeding or a base rate proceeding but is silent
as to the timing of the prudence review of that regulatory asset.
Given SB 740's reduced timeline of 60 to 75 days in a SIC pro-
ceeding, prudence review of any regulatory asset is therefore im-
practical. Therefore, the only appropriate proceeding to review
the prudence of the regulatory asset is the utility's next compre-
hensive base rate proceeding. Given the implemented change
to §24.363(e)(2) regarding prudence review, OPUC's proposed
revision to §24.363(e)(1) regarding the same is redundant and
therefore unnecessary. Additionally, OPUC's proposed revision
to §24.363(e)(2)(A), regarding the recovery of a regulatory as-
set in a SIC proceeding, is out of scope as revisions to §24.76 to
reflect changes made by SB 740, Section 4, will be undertaken
in Project 58391. The commission also revises §24.363(e)(1) to
specify that "[ilf a temporary rate is adopted during the term of

a person's temporary management, receivership, or supervision
of a utility, then the person's used and useful invested capital
and just and reasonable operations and maintenance costs that
are incurred by the person during the person's appointment as
temporary manager, receiver, or supervisor that are in excess of
the costs covered by the temporary rate are considered t be a
regulatory asset." This revision conforms the rule more closely
to §13.301(1)(3)(B).

CCN Obtain or Amend Form (Section 22)

Section 22 of the CCN Obtain or Amend Form requires an in-
vestor-owned utility applicant that is seeking to obtain a CCN for
the first time under the original rate jurisdiction of the commis-
sion to attach a proposed tariff to the application. Section 22
also requires the applicant to file a rate filing package with the
commission within 18 months from the date service begins to re-
vise the utility's tariff to adjust the rates to a historic test year and
true up the new tariff rates to the historic test year. Section 22
requires the applicant to provide, in any future rate proceeding,
written evidence and support for the original cost and installation
date of all facilities used and useful for providing utility service.

TAWC recommended Section 22 of the proposed CCN Obtain or
Amend form be revised to account for the new test year definition
under Texas Water Code §13.1831. Specifically, TAWC noted
that a test year is no longer restricted to a "historic" test year,
given the new definition [established by House Bill 2712 (89R)].

Commission response

The commission declines to implement TAWC's recommended
change. Section 22 of the CCN Obtain or Amend Form applies
to new utilities which must use a historic test year. The commis-
sion's implementation of HB 2712 will be undertaken in a sepa-
rate, future rulemaking.

Application for STM of a Retail Public Utility Form (Part F)

TAWC recommended that Part F of the STM form be revised to
be optional if the STM application does not include a request to
change the boundaries of the applicant's CCN.

Commission response

The commission revises Part F to indicate that applicants may
skip Questions 25 through Question 29 if no uncertificated area,
dual certification, or decertification is being requested (i.e., no
CCN boundary changes are being requested). It is otherwise
necessary for an applicant utility to provide information about
neighboring utilities and capital improvement plans, if any, for
the requested area or the uncertificated area.

SUBCHAPTER D. RATE-MAKING APPEALS
16 TAC §24.101

Texas Water Code §13.041(a), which provides the commission
the general power to regulate and supervise the business of
each public utility within its jurisdiction and to do anything specif-
ically designated or implied by the Texas Water Code that is nec-
essary and convenient to the exercise of that power and jurisdic-
tion; Texas Water Code §13.041(b), which provides the commis-
sion with the authority to adopt and enforce rules reasonably re-
quired in the exercise of its powers and jurisdiction; Texas Water
Code §13.043(f-1) which exempts municipal decisions regard-
ing wholesale water or sewer service provided to another mu-
nicipality that involve the amount paid for water or sewer ser-
vice from the commission's appellate jurisdiction; Texas Water
Code §13.301, which establishes the requirements and proce-
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dures for STM proceedings and expedited STM proceedings be-
fore the commission; Texas Water Code §13.3021, which estab-
lishes the requirements and procedures for expedited STM pro-
ceedings before the commission for certain retail public utilities;
Texas Water Code §13.412(g), which establishes the list of en-
tities that may be appointed by a court of competent jurisdiction
as a receiver and authorizes a receiver to seek both the acqui-
sition of the utility under supervision and the transfer of the util-
ity's certificate of convenience and necessity (CCN); and Texas
Water Code §13.4132(a) and (a-1), which establish the list of
entities that may be appointed by the commission or TCEQ as
a temporary manager and expands the definition of "person" to
incorporate that list of entities for purposes of that section which
provides the commission with the authority to adopt and enforce
rules reasonably required in the exercise of its powers and juris-
diction.

Cross reference to statutes: Texas Water Code §§ 13.041(a)
and (b), 13.043(f-1), 13.301, 13.3021, 13.412(g); §13.4132(a)
and (a-1).

$24.101.  Appeal of Rate-making Decision, Pursuant to the Texas Wa-
ter Code §13.043.

(a) Any party to a rate proceeding before the governing body
of a municipality may appeal the decision of the governing body to the
commission. This subsection does not apply to a municipally owned
utility, but does include privately owned utilities operating within the
corporate limits of a municipality. An appeal under this subsection
may be initiated by filing with the commission a petition signed by a
responsible official of the party to the rate proceeding or its authorized
representative and by serving a copy of the petition on all parties to the
original proceeding. The petition should be filed in accordance with
Chapter 22 of this title (relating to Procedural Rules). The appeal must
be initiated within 90 days after the date of notice of the final decision
of the governing body, or within 30 days if the appeal relates to the rates
of a Class A utility, by filing a petition for review with the commission
and by serving a copy of the petition on all parties to the original rate
proceeding.

(b) An appeal under Texas Water Code (TWC) §13.043(b)
must be initiated within 90 days after the effective date of the rate
change or, if appealing under TWC §13.043(b)(2) or (5), within 90
days after the date on which the governing body of the municipality
or affected county makes a final decision. An appeal is initiated by
filing a petition for review with the commission and by sending a copy
of the petition to the entity providing service and with the governing
body whose decision is being appealed if it is not the entity providing
service. The petition must be signed by the lesser of 10,000 or 10% of
the ratepayers whose rates have been changed and who are eligible to
appeal under subsection (c) of this section.

(c) Retail ratepayers of the following entities may appeal the
decision of the governing body of the entity affecting their water utility,
sewer utility, or drainage rates to the commission:

(1) a nonprofit water supply or sewer service corporation
created and operating under TWC, Chapter 67;

(2) autility under the jurisdiction of a municipality inside
the corporate limits of the municipality;

(3) amunicipally owned utility, if the ratepayers reside out-
side the corporate limits of the municipality, including a decision of a
governing body that results in an increase in rates when the munici-
pally owned utility takes over the provision of service to ratepayers
previously served by another retail public utility;

(A) A municipally owned utility must:

(i) disclose to any person, on request, the number of
ratepayer(s) who reside outside the corporate limits of the municipality;
and

(ii) subject to subparagraph (B) of this paragraph,
provide to any person, on request, a list of the names and addresses
of the ratepayers who reside outside the corporate limits of the munic-
ipality.

(B) If a ratepayer has requested that a municipally
owned utility keep the ratepayer's personal information confidential
under Tex. Util. Code §182.052, the municipally owned utility may
not disclose the address of the ratepayer under subparagraph (A)(ii) of
this paragraph to any person. A municipally owned utility must inform
ratepayers of their right to request that their personal information
be kept confidential under Tex. Util. Code §182.052 in any notice
provided under the requirement of TWC§13.043(i).

(C) In complying with this subsection, the municipally
owned utility:

(i) may not charge a fee for disclosing the informa-
tion under subparagraph (A)(i) of this paragraph;

(i) will provide information requested under sub-
paragraph (A)(i) of this paragraph by telephone or in writing as pre-
ferred by the person making the request; and

(iii) may charge a reasonable fee for providing in-
formation under subparagraph (A)(ii) of this paragraph.

(D) Paragraph (3) of this subsection does not apply to
a municipally owned utility that takes over the provision of service
to ratepayers previously served by another retail public utility if the
municipally owned utility:

(i) takes over the service at the request of the
ratepayer,

(ii) takes over the service in the manner provided by
TWC Chapter 13, Subchapter H; or

(iii)  is required to take over the service by state law,
an order of the Texas Commission on Environmental Quality, or an
order of the commission.

(4) a district or authority created under Article III, §52,
or Article XVI, §59 of the Texas Constitution, that provides water or
sewer service to household users;

(5) autility owned by an affected county, if the ratepayers'
rates are actually or may be adversely affected. For the purposes of this
subchapter, ratepayers who reside outside the boundaries of the district
or authority will be considered a separate class from ratepayers who
reside inside those boundaries; and

(6) in an appeal under this subsection, the retail public util-
ity must provide written notice of hearing to all affected customers in
a form prescribed by the commission.

(d) Inanappealunder TWC §13.043(b), each person receiving
a separate bill is considered a ratepayer, but one person may not be
considered more than one ratepayer regardless of the number of bills
the person receives. The petition for review is considered properly
signed if signed by a person, or the spouse of the person, in whose
name utility service is carried.

(e) The commission will hear an appeal under this section de
novo and fix in its final order the rates the governing body should have
fixed in the action from which the appeal was taken. The commission
may:
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(1) inanappealunder TWC §13.043(a), include reasonable
expenses incurred in the appeal proceedings;

(2) in an appeal under TWC §13.043(b), include reason-
able expenses incurred by the retail public utility in the appeal pro-
ceedings;

(3) establish the effective date;

(4) order refunds or allow surcharges to recover lost rev-
enues;

(5) consider only the information that was available to the
governing body at the time the governing body made its decision and
evidence of reasonable expenses incurred in the appeal proceedings; or

(6) establish interim rates to be in effect until a final deci-
sion is made.

(f) A retail public utility that receives water or sewer service
from another retail public utility or political subdivision of the state,
including an affected county, may appeal to the commission, a decision
of the provider of water or sewer service affecting the amount paid
for water or sewer service. An appeal under this subsection must be
initiated within 90 days after notice of the decision is received from
the provider of the service by filing a petition by the retail public utility.
This subsection does not apply to a decision of a municipality regarding
wholesale water or sewer service provided to another municipality.

(g) Anapplicant requesting service from an affected county or
a water supply or sewer service corporation may appeal to the com-
mission a decision of the county or water supply or sewer service cor-
poration affecting the amount to be paid to obtain service other than
the regular membership or tap fees. An appeal under TWC §13.043(g)
must be initiated within 90 days after written notice of the amount to be
paid to obtain service is provided to the service applicant or member of
the decision of an affected county or water supply or sewer service cor-
poration affecting the amount to be paid to obtain service as requested
in the applicant's initial request for that service.

(1) If the commission finds the amount charged to be
clearly unreasonable, it will establish the fee to be paid and will
establish conditions for the applicant to pay any amount(s) due to the
affected county or water supply or sewer service corporation. Unless
otherwise ordered, any portion of the charges paid by the applicant
that exceed the amount(s) determined in the commission's order must
be refunded to the applicant within 30 days of the date the commission
issues the order, at an interest rate determined by the commission.

(2) In an appeal brought under this subsection, the com-
mission will affirm the decision of the water supply or sewer service
corporation if the amount paid by the applicant or demanded by the wa-
ter supply or sewer service corporation is consistent with the tariff of
the water supply or sewer service corporation and is reasonably related
to the cost of installing on-site and off-site facilities to provide service
to that applicant, in addition to the factors specified under subsection
(i) of this section.

(3) A determination made by the commission on an appeal
from an applicant for service from a water supply or sewer service cor-
poration under this subsection is binding on all similarly situated appli-
cants for service, and the commission may not consider other appeals
on the same issue until the applicable provisions of the tariff of the wa-
ter supply or sewer service corporation are amended.

(h) The commission may, on a motion by the commission staff
or by the appellant under subsection (a), (b), or (f) of this section, es-
tablish interim rates to be in effect until a final decision is made.

(1) In an appeal under this section, the commission will en-
sure that every appealed rate is just and reasonable. Rates must not
be unreasonably preferential, prejudicial, or discriminatory but must
be sufficient, equitable, and consistent in application to each class of
customers. The commission will use a methodology that preserves the
financial integrity of the retail public utility. To the extent of a conflict
between this subsection and TWC §49.2122, TWC §49.2122 prevails.

(j) A customer of a water supply corporation may appeal to the
commission a water conservation penalty. The customer must initiate
an appeal under TWC §67.011(b) within 90 days after the customer
receives written notice of the water conservation penalty amount from
the water supply corporation per its tariff. The commission will ap-
prove the water supply corporation's water conservation penalty if:

(1) the penalty is clearly stated in the tariff;

(2) the penalty is reasonable and does not exceed six times
the minimum monthly bill in the water supply corporation's current
tariff; and

(3) the water supply corporation has deposited the penalty
in a separate account dedicated to enhancing water supply for the ben-
efit of all of the water supply corporation's customers.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504617

Andrea Gonzalez

Rules Coordinator

Public Utility Commission of Texas

Effective date: January 1, 2026

Proposal publication date: September 5, 2025

For further information, please call: (512) 936-7244
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SUBCHAPTER H. CERTIFICATES OF
CONVENIENCE AND NECESSITY
16 TAC §§24.239, 24.240, 24.243

Texas Water Code §13.041(a), which provides the commission
the general power to regulate and supervise the business of
each public utility within its jurisdiction and to do anything specif-
ically designated or implied by the Texas Water Code that is nec-
essary and convenient to the exercise of that power and jurisdic-
tion; Texas Water Code §13.041(b), which provides the commis-
sion with the authority to adopt and enforce rules reasonably re-
quired in the exercise of its powers and jurisdiction; Texas Water
Code §13.043(f-1) which exempts municipal decisions regard-
ing wholesale water or sewer service provided to another mu-
nicipality that involve the amount paid for water or sewer ser-
vice from the commission's appellate jurisdiction; Texas Water
Code §13.301, which establishes the requirements and proce-
dures for STM proceedings and expedited STM proceedings be-
fore the commission; Texas Water Code §13.3021, which estab-
lishes the requirements and procedures for expedited STM pro-
ceedings before the commission for certain retail public utilities;
Texas Water Code §13.412(g), which establishes the list of en-
tities that may be appointed by a court of competent jurisdiction
as a receiver and authorizes a receiver to seek both the acqui-
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sition of the utility under supervision and the transfer of the util-
ity's certificate of convenience and necessity (CCN); and Texas
Water Code §13.4132(a) and (a-1), which establish the list of
entities that may be appointed by the commission or TCEQ as
a temporary manager and expands the definition of "person" to
incorporate that list of entities for purposes of that section which
provides the commission with the authority to adopt and enforce
rules reasonably required in the exercise of its powers and juris-
diction.

Cross reference to statutes: Texas Water Code §§ 13.041(a)
and (b), 13.043(f-1), 13.301, 13.3021, 13.412(g); §13.4132(a)
and (a-1).

$24.239. Sale, Transfer, Merger, Consolidation, Acquisition, Lease,
or Rental.

(a) Application. A water supply or sewer service corporation
or a water and sewer utility owned by an entity required to possess a
certificate of convenience and necessity (CCN) must comply with this
section. A municipality, district, or political subdivision may, but is not
required to, comply with this section.

(b) Notice and filing requirements for commission approval of
the transaction to proceed. No later than 120 days before the effective
date of any sale, transfer, merger, consolidation, acquisition, lease, or
rental, an applicant must file an application with the commission and
give public notice of the transaction in accordance with this section.
Notice is considered given under this subsection on the later of:

(1) the last date the applicant mailed the required notice as
stated in the applicant's affidavit of notice; or

(2) the last date of the publication of the notice in the news-
paper as stated in the affidavit of publication, if required.

(c) Transaction involving a municipal utility system. A trans-
action involving the sale of a municipal utility system to an entity to
which this section applies must comply with this subsection. For pur-
poses of this subsection, a municipal utility system means one or more
retail water or sewer utility systems that comprise all or part of the
facilities used by a municipally owned utility to provide retail water
or sewer utility service. If the municipal utility system being acquired
does not include all of the facilities used by the municipally owned util-
ity to provide retail water or sewer utility service, the applicant must
provide sufficient detail in its application to identify the specific retail
water or utility systems and facilities being acquired.

(1) A water supply or sewer service corporation or a water
and sewer utility required to possess a CCN may purchase a municipal
utility system if:

(A) the sale has been authorized by a majority vote of
the qualified voters of the municipality in an election held by the gov-
erning body of the municipality in the manner provided for bond elec-
tions in the municipality including, if applicable, Tex. Gov't Code Title
9, Subtitle C, Chapter 1251; or

(B) the Texas Commission on Environmental Quality
(TCEQ) has issued a notice of violation to the municipality for one or
more of the retail water or sewer systems that comprise the munici-
pal utility system, and the governing body of the municipality finds by
official action that the municipality is either financially or technically
unable to restore the retail water or sewer system or systems to compli-
ance with the rules or statutes cited in the notice of violation. For pur-
poses of this section, any official written notification from the TCEQ,
such as a notice of violation letter, a notice of enforcement letter, or a
field citation, that a retail water or sewer system is out of compliance
with a rule or statute within the TCEQ's jurisdiction will be considered
a notice of violation.

(2) For a sale authorized under paragraph (1)(A) of this
subsection, the applicant must include with its application documen-
tation that the sale was authorized by a majority vote in compliance
with the requirements of this section.

(3) For a sale authorized under paragraph (1)(B) of this
subsection, the applicant must provide notice to the TCEQ of the trans-
action in writing. For a sale authorized under paragraph (1)(B) of this
subsection, the applicant must also include the following information
to the commission as a part of its application:

(A) acopy ofthe notice of violation issued by the TCEQ
involving the municipal utility system;

(B) a copy of the written notice provided to the TCEQ
as required by this paragraph; and

(C) documentation of the official action taken by the
governing body of the municipality finding the municipality is finan-
cially or technically unable to restore the municipal utility system to
compliance with the rules or statutes cited in the notice of violation.

(d) Intervention period. The intervention period for an appli-
cation filed under this section must not be less than 30 days. The pre-
siding officer may order a shorter intervention period for good cause
shown.

(e) Notice.

(1) Unless notice is waived by the commission, proper no-
tice must be given to affected customers and to other affected parties as
required by the commission on the form prescribed by the commission.
The notice must include the following:

(A) the name and business address of the utility cur-
rently holding the CCN (transferor) and the retail public utility or per-
son that will acquire the facilities or CCN (transferee);

(B) a description of the requested area;

(C) the following statement: "Persons who wish to in-
tervene in the proceeding or comment upon the action sought should
contact the Public Utility Commission, P.O. Box 13326, Austin, Texas
78711-3326, or call the Public Utility Commission at (512) 936-7120
or (888) 782-8477. Hearing- and speech-impaired individuals with text
telephones (TTY) may contact the commission through Relay Texas at
1-800-735-2989. The deadline for intervention in the proceeding is
(date 30 days from the mailing or publication of notice, whichever oc-
curs later, unless otherwise provided by the presiding officer). If you
wish to intervene, the commission must receive your letter requesting
intervention or motion to intervene by that date; and

(D) if the transferor is a nonfunctioning utility with a
temporary rate in effect and the transferee is requesting that the tempo-
rary rate remain in effect under TWC §13.046(d), the following infor-
mation:

(i) the temporary rates currently in effect for the
nonfunctioning utility; and

(i) the duration of time for which the transferee is
requesting that the temporary rates remain in effect.

(E) if the transferor is a municipality, the notice must
also provide the following information as an attachment, as applicable:

(i) If subsection (c)(1)(A) of this section applies, a
statement describing the details of the authorizing election, including
the date and outcome of the election and the text of the applicable ballot
provision.
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(ii) If subsection (c)(1)(B) of this section applies, a
statement:

(D) indicating that the TCEQ has issued a notice
of violation for one or more systems within the municipal utility sys-
tem and that the governing board of the municipality has found that it
is either financially or technically unable to restore the system to com-
pliance with the applicable rules or statutes;

(II) providing a basic description of the viola-
tions cited in the notice of violation, including the systems involved,
the nature of the violations, and the rules or statutes cited in the notice
of violation; and

(I11)  describing the details of the official action of
the governing board including the date and forum in which the official
action was taken and how to locate a transcript or recording of the
official action, if available.

(2) The transferee must mail the notice to cities and neigh-
boring retail public utilities providing the same utility service whose
corporate limits or certificated service area boundaries are within two
miles from the outer boundary of the requested area, and any city with
an extraterritorial jurisdiction that overlaps the requested area.

(3) The commission may require the transferee to publish
notice once each week for two consecutive weeks in a newspaper of
general circulation in each county in which the retail public utility being
transferred is located. The commission may allow published notice in
lieu of individual notice as required by paragraph (2) of this subsection.

(4) The commission may waive published notice if the re-
quested area does not include unserved area, or for good cause shown.

(f) Fair market valuation. An application filed under this sec-
tion for approval of a transaction that includes a fair market valuation
of the transferee or the transferee's facilities must follow the process
established in §24.238 of this title (relating to Fair Market Valuation).

(g) A retail public utility or person that files an application un-
der this section to purchase, transfer, merge, acquire, lease, rent, or
consolidate a utility or system must demonstrate adequate financial,
managerial, and technical capability for providing continuous and ade-
quate service to the requested area and any area already being lawfully
served by the transferee, including the area in the transferee's certifi-
cated service area, as required by §24.227(a) of this chapter (relating
to Criteria for Granting or Amending a Certificate of Convenience and
Necessity).

(h) Ifthe transferee cannot demonstrate adequate financial ca-
pability, the commission may require that the transferee provide finan-
cial assurance to ensure continuous and adequate retail water or sewer
utility service is provided to both the requested area and any area al-
ready being served under the transferee's existing CCN. The commis-
sion will set the amount of financial assurance. The form of the finan-
cial assurance must meet the requirements of §24.11 of this title (relat-
ing to Financial Assurance). The obligation to obtain financial assur-
ance under this title does not relieve an applicant from any requirements
to obtain financial assurance to satisfy another state agency's rules.

(1) The commission will, with or without a public hearing, in-
vestigate the sale, transfer, merger, consolidation, acquisition, lease,
or rental to determine whether the transaction will serve the public in-
terest. If the commission decides to hold a hearing, or if the transferee
fails either to file the application as required or, except for an expedited
application under subsection (u) of this section, to provide public no-
tice, the transaction proposed in the application may not be completed
unless the commission determines that the proposed transaction serves
the public interest.

(j) Before the expiration of the 120-day period described in
subsection (b) of this section, the commission will determine whether
to require a public hearing to determine if the transaction will serve the
public interest. The commission will notify the transferee, the trans-
feror, all intervenors, and the Office of Public Utility Counsel whether
a hearing will be held. The commission may consider the following
factors when determining whether a hearing is required:

(1) the application filed with the commission or the public
notice was improper;

(2) the transferee has not demonstrated adequate financial,
managerial, and technical capability for providing continuous and ad-
equate service to the requested area and any area already being served
under the transferee's existing CCN;

(3) the transferee has a history of:

(A) noncompliance with the requirements of the TCEQ,
the commission, or the Texas Department of State Health Services; or

(B) continuing mismanagement or misuse of revenues
as a utility service provider;

(4) the transferee cannot demonstrate the financial ability
to provide the necessary capital investment to ensure the provision of
continuous and adequate service to the requested area; or

(5) there are concerns that the transaction does not serve
the public interest based on consideration of the following factors:

(A) the adequacy of service currently provided to the
requested area;

(B) theneed for additional service in the requested area;

(C) the effect of approving the transaction on the trans-
feree, the transferor, and any retail public utility of the same kind al-
ready serving the area within two miles of the boundary of the requested
area;

(D) the ability of the transferee to provide adequate ser-
vice;

(E) the feasibility of obtaining service from an adjacent
retail public utility;

(F) the financial stability of the transferee, including, if
applicable, the adequacy of the debt-equity ratio of the transferee if the
transaction is approved;

(G) environmental integrity;

(H) the probable improvement of service or lowering
of cost to consumers in the requested area resulting from approving the
transaction; and

(I) whether the transferor or the transferee has failed to
comply with any commission or TCEQ order. The commission may
refuse to approve a sale, transfer, merger, consolidation, acquisition,
lease, or rental if conditions of a judicial decree, compliance agreement,
or other enforcement order have not been substantially met.

(k) If the commission does not require a public hearing, the
sale, transfer, merger, consolidation, acquisition, lease, or rental may
be completed as proposed:

(1) atthe end of the 120-day period described in subsection
(a) of this section; or

(2) atany time after the transferee receives notice from the
commission that a hearing will not be required.
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(1) Within 30 days of the commission order that approves the
sale, transfer, merger, consolidation, acquisition, lease, or rental to pro-
ceed as proposed, the transferee must provide a written update on the
status of the transaction, and every 30 days thereafter, until the trans-
action is complete. The transferee must inform the commission of any
material changes in its financial, managerial, and technical capability
to provide continuous and adequate service to the requested area and
the transferee's service area.

(m) If'there are outstanding customer deposits, within 30 days
of the actual effective date of the transaction, the transferor and the
transferee must file with the commission, the following information
supported by a notarized affidavit:

(1) the names and addresses of all customers who have a
deposit on record with the transferor;

(2) the date such deposit was made;
(3) the amount of the deposit; and

(4) the unpaid interest on the deposit. All such deposits
must be refunded to the customer or transferred to the transferee, along
with all accrued interest.

(n) Within 30 days after the actual effective date of the trans-
action, the transferee and the transferor must file a signed contract, bill
of sale, or other appropriate documents as evidence that the transac-
tion has closed as proposed. The signed contract, bill of sale, or other
documents, must be signed by both the transferor and the transferee. If
there were outstanding customer deposits, the transferor and the trans-
feree must also file documentation that customer deposits have been
transferred or refunded to the customers with interest as required by
this section.

(o) Except as otherwise provided by this section, the commis-
sion order granting approval for the transaction to proceed expires 180
days after the date the order is issued. If the transaction has not been
completed within the 180-day period, the commission's approval to
proceed with the transaction will expire by operation of law unless,
prior to the expiration of the 180-day period, the commission in writ-
ing extends the period.

(p) Ifthe commission does not require a hearing, and the trans-
action is completed as proposed, the commission may issue the final
order approving the transaction.

(@) A sale, transfer, merger, consolidation, acquisition, lease,
or rental of any water or sewer system or retail public utility required by
law to possess a CCN, or transfer of customers or service area, owned
by an entity required by law to possess a CCN that is not completed in
accordance with the provisions of TWC §13.301 is void.

(r) The requirements of TWC §13.301 do not apply to:
(1) the purchase of replacement property;
(2) atransaction under TWC §13.255; or
(3) foreclosure on the physical assets of a utility.

(s) This subsection applies if a utility's facility or system is sold
and the utility's facility or system was partially or wholly constructed
with customer contributions in aid of construction derived from spe-
cific surcharges approved by the regulatory authority over and above
revenues required for normal operating expenses and return. This sub-
section does not apply to a utility facility or system sold as part of a
transaction where the transferor and transferee elected to use the fair
market valuation process set forth in §24.238 of this title (relating to
Fair Market Valuation).

(1) The utility may not sell or transfer any of its assets, its
CCN, or a controlling interest in an incorporated utility, unless the util-
ity provides a written disclosure relating to the contributions to both the
transferee and the commission before the date of the sale or transfer.

(2) The disclosure must contain, at a minimum, the total
dollar amount of the contributions and a statement that the contributed
property or capital may not be included in invested capital or allowed
depreciation expense by the regulatory authority in rate-making pro-
ceedings.

(t) For any transaction subject to this section, the retail pub-
lic utility that proposes to sell, transfer, merge, acquire, lease, rent, or
consolidate its facilities, customers, service area, or controlling interest
must provide the other party to the transaction a copy of this section be-
fore signing an agreement to sell, transfer, merge, acquire, lease, rent,
or consolidate its facilities, customers, service area, or controlling in-
terest.

(u) Special requirements for certain transactions. For a
transaction under this section that involves a nonfunctioning system
to which a temporary manager has been appointed under §24.357
of this title (relating to Temporary Manager Appointment, Powers,
and Duties), upon final commission approval of the transaction, the
temporary manager's appointment and temporary manager's fee must
be terminated.

(v) Expedited acquisition of assets. An eligible applicant may
apply for the expedited acquisition of the assets and, if applicable, the
certificated service area of a utility in accordance with this subsection.

(1) Eligibility. To be eligible for expedited acquisition un-
der this subsection, an applicant must meet the criteria in subparagraphs
(A) and (B) of this paragraph.

(A) Prior to filing an application for expedited acquisi-
tion, an applicant must, for the utility being acquired, be either:

(i) aperson appointed by the commission or TCEQ
as a temporary manager or supervisor; or

(it) appointed as a receiver at the request of the com-
mission or TCEQ.

(B) In addition to meeting one of the criteria under sub-
paragraph (A) of this paragraph, an applicant must also be either:

(i) aClass A utility;
(i) a Class B utility;
(iii) a municipally owned utility;
(iv) a county;
(v) awater supply or sewer service corporation;
(vi) a public utility agency; or
(vii) a district or river authority.
(2) Application.

(A) An application filed by an eligible applicant under
paragraph (1) of this subsection must comply with the requirements of
this section, except that the following are waived:

(i) any public notice requirements required by this
chapter, regardless of whether the person elects to charge initial rates
in accordance with §24.240 of this title or use a voluntary valuation
determined under §24.238 of this title; and
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(ii) as applicable, any requirements of this chapter
that do not apply to an entity over which the utility commission does
not have original rate jurisdiction.

(B) An applicant's appointment as a temporary man-
ager, supervisor, or receiver of the utility subject to the application is
sufficient to demonstrate adequate financial, managerial, and technical
capability for providing continuous and adequate service to:

(i) the service area to be acquired; and

(i) any areas currently certificated to the applicant
or, as applicable to municipally owned utilities or districts, any areas
being served by the applicant within jurisdictional boundaries.

(3) Commission approval and effects of approval.

(A) The commission will approve an application under
this subsection if the commission considers the transaction to be in the
public interest in accordance with the processes specified under Texas
Water Code §13.246 and §13.301, and subsections (i) and (j) of this
section. In determining whether the transaction is in the public interest,
the commission may also consider whether the applicant is currently in
compliance with commission rules, orders, and other applicable laws.

(B) The commission will approve an application under
this subsection without the signature of the owner of the utility being
acquired that is required by other law if the utility owner has abandoned
operation of the facilities that are the subject of the transaction and
cannot be located, or does not respond to an application filed under
this subsection.

(C) Unless otherwise specified by §24.363 of this title
(relating to Temporary Rates for Services Provided for a Nonfunction-
ing System), the applicant acquiring the utility may seek recovery of all
used and useful invested capital and just and reasonable operations and
maintenance costs incurred during the applicant's appointment term as
a regulatory asset in the applicant's next comprehensive rate proceed-
ing under §24.41 of this title (relating to Cost of Service) or system
improvement charge application under §24.76 of this title (relating to
System Improvement Charge).

$24.240. Water and Sewer Utility Rates After Acquisition.

(a) Applicability. This section applies to a person who files
an application with the commission under Texas Water Code (TWC)
§13.301(a) and a request for authorized acquisition rates under TWC
§13.3011. For purposes of this section, the term "transaction" is used to
align with its usage in the procedural provisions of §24.239 of this title
(relating to Sale, Transfer, Merger, Consolidation, Acquisition, Lease,
or Rental).

(b) Definitions. In this section, the following definitions apply
unless the context indicates otherwise.

(1) Authorized acquisition rates--Initial rates that are in
force and shown in a tariff filed with a regulatory authority for the
transferee for another water or sewer system owned by the transferee
on the date an application is filed for the acquisition of a water or
sewer system under §24.239 of this title.

(2) Existing rates--Rates a transferor charged its customers
under a tariff filed with a regulatory authority prior to the water system
or sewer system being acquired.

(3) [Initial rates--Rates charged by a transferee to the cus-
tomers of an acquired water or sewer system upon final commission
approval of the transaction. An initial rate may be an existing rate, an
authorized acquisition rate, or a rate authorized by other applicable law.

(c) Initial Rates.

(1) A transferee must use existing rates as initial rates un-
less the commission authorizes, under this section or other applicable
law, the use of different initial rates.

(2) A transferee may request commission approval to
charge authorized acquisition rates to the customers of the water or
sewer system for which the transferee seeks approval to acquire as
part of an application filed in accordance with §24.239 of this title.

(3) If the transferee has in-force tariffs filed with multiple
regulatory authorities, there is a rebuttable presumption that authorized
acquisition rates should be based upon an in-force tariff that was ap-
proved by the same regulatory authority that has original jurisdiction
over the rates charged to the acquired customers.

(4) Phased-in rates. If the in-force tariff contains rates that
are phased in over time, the provisions of this paragraph apply.

(A) Unless determined otherwise by the commission,
the schedule in the tariff for the effective period of each phase will
be applied to the customers of the acquired water or sewer system. To
moderate the effects of a rate increase on customers, the commission
may approve authorized acquisition rates that start customers of the
acquired water or sewer system on an earlier phase than is in place for
the customers to which the tariff already applies or establish a different
schedule for the effective period of each phase.

(B) The transferee's application must include financial
projections, rate schedules, and billing comparisons, consistent with
the requirements of subsection (d) of this section, for each phase in the
in-force tariff.

(C) The commission's review of whether the authorized
acquisition rates are just and reasonable under subsection (f) of this
section will include an evaluation of whether the final phase of the
requested rates are just and reasonable.

(5) Public interest determination. If a transaction includes
a request by the transferee to charge authorized acquisition rates, the
commission will consider whether approving such rates would serve
the public interest.

(d) Application. In addition to other applicable requirements,
a request for authorized acquisition rates in a §24.239 proceeding must
include the following:

(1) a rate schedule showing the existing rates and the re-
quested authorized acquisition rates;

(2) financial projections including a comparison of ex-
pected revenues under the acquired water or sewer system's existing
rates and the requested authorized acquisition rates;

(3) abilling comparison for usage of 5,000 and 10,000 gal-
lons at existing rates and the requested authorized acquisition rates;

(4) documentation from the most recent base rate case in
which the rates that the transferee is requesting to use as authorized
acquisition rates were approved; this documentation must be sufficient
to allow the commission to evaluate what was included in the revenue
requirement for the requested rates and, if available online, may consist
solely of a web address where the documentation can be located and the
applicable docket number or any other information required to locate
the documentation;

(5) adisclosure of whether the transferor and transferee are
or have been affiliates in the five-year period before the proposed ac-
quisition, and the nature of each applicable affiliate relationship;
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(6) additional explanation, including any applicable doc-
umentation, supporting the request to charge authorized acquisition
rates, including:

(A) that the requested authorized acquisition rates
would be just and reasonable rates for the customers of the acquired
system and for the transferee;

(B) how approving the requested rates would change
how the commission should evaluate whether the proposed transaction
would serve the public interest;

(C) ifthe transferee has multiple eligible in-force tariffs
or rate schedules, a list of eligible tariffs or rate schedules and an ex-
planation for the tariff or rate schedules the transferee proposes to use
for authorized acquisition rates;

(D) ifthe transferor and transferee are affiliates or have
been affiliates in the five-year period before the proposed acquisition,
the application must also include an explanation for why the transferee
is requesting to charge authorized acquisition rates instead of using
other available ratemaking proceedings.

(e) Notice requirements. Unless the commission waives no-
tice in accordance with other applicable law, a transferee requesting
approval to charge authorized acquisition rates under this section must,
as part of the notice provided under §24.239 of this title, also provide
notice of the information outlined in this subsection. Commission staff
must incorporate this information into the notice provided to the trans-
feree for distribution after the application is determined to be adminis-
tratively complete.

(1) How intervention differs from protesting a rate in-
crease.

(2) A rate schedule showing the existing rates and the au-
thorized acquisition rates.

(3) Abilling comparison for usage of 5,000 and 10,000 gal-
lons at existing rates and authorized acquisition rates.

(f) Commission review. The commission will, with or without
apublic hearing, investigate the request for authorized acquisition rates
to determine whether the requested rates are just and reasonable for
the acquired customers and the transferee. That a regulatory authority
has determined that the requested rates are just and reasonable for a
water or sewer system to which the rates already apply is not, in itself,
sufficient to conclude that the requested rates are just and reasonable
for the acquired water or sewer system.

(1) Public hearing. As part of its determination on whether
to require a public hearing on the proposed transaction under §24.239
of this title, the commission will also consider whether a hearing is
required to determine if the requested authorized acquisition rates are
just and reasonable.

(A) If the commission requires a public hearing under
this section or §24.239 of this title, the request to charge authorized ac-
quisition rates will not be approved unless the commission determines
that the requested rates are just and reasonable.

(B) Ifthe commission does not require a public hearing
under this section or §24.239 of this title, and the transferee has com-
plied with the notice provisions of this section, the request to charge
authorized acquisition rates will be approved in the commission's or-
der approving the transaction. This subparagraph does not apply if the
commission does not approve the transaction.

(2) Scope of rate review. The commission will determine
whether the requested rates are just and reasonable based on the rele-
vant facts and circumstances, subject to the limitations of subparagraph
(A) of this paragraph.

(A) The transferee is not required to support its request
for authorized acquisition rates by initiating a rate proceeding, estab-
lishing the cost of service for the acquired water or sewer system, or
establishing substantial similarity between the acquired water or sewer
system and the water or sewer system to which the requested rates al-
ready apply. The transferee is also not required to defend the reason-
ableness of the requested rates, or any individual component of those
rates, with respect to any water or sewer system to which the rates al-

ready apply.

(B) The commission may consider whether any charges
or significant components of the requested authorized acquisition rates
(e.g., local or system-specific charges, pass throughs, etc.) would be
unjust or unreasonable if applied to the acquired water or sewer sys-
tem. The commission may also consider evidence of whether the cus-
tomers of the acquired water or sewer system are currently receiving
continuous and adequate service. The commission may also consider
evidence of whether the requested rates are generally consistent with
the rates charged to similar water or sewer systems. The commission's
review is not limited to the factors enumerated in this subparagraph.

§24.243.  Purchase of Voting Stock or Acquisition of a Controlling
Interest in a Utility.

(a) A utility may not purchase voting stock, and a person may
not acquire a controlling interest, in a utility doing business in this state
unless the utility or person files a written application with the commis-
sion no later than the 61st day before the date on which the transaction
is to occur. A controlling interest is defined as:

(1) aperson or a combination of a person and the person's
family members that possess at least 50% of a utility's voting stock; or

(2) a person that controls at least 30% of a utility's voting
stock and is the largest stockholder.

(b) A person acquiring a controlling interest in a utility is re-
quired to demonstrate adequate financial, managerial, and technical ca-
pability for providing continuous and adequate service to the requested
area and to the person's certificated service area, if any.

(c) Ifthe person acquiring a controlling interest cannot demon-
strate adequate financial capability, the commission may require the
person to provide financial assurance to ensure continuous and ade-
quate utility service is provided to the service area. The commission
will set the amount of financial assurance. The form of the financial
assurance must be as specified in §24.11 of this title relating to Finan-
cial Assurance. The obligation to obtain financial assurance under this
chapter does not relieve an applicant from any requirements to obtain
financial assurance in satisfaction of another state agency's rules.

(d) The commission may require a public hearing on the trans-
action if a criterion prescribed by §24.239 of this title relating to Sale,
Transfer, Merger, Consolidation, Acquisition, Lease, or Rental applies.

(e) Unless the commission requires that a public hearing be
held, the purchase or acquisition may be completed as proposed:

(1) at the end of the 60-day period; or

(2) atany time after the commission notifies the person or
utility that a hearing will not be required.

(f) If a hearing is required or if the person or utility fails to
make the application to the commission as required, the purchase of
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voting stock or acquisition of a controlling interest may not be com-
pleted unless the commission determines that the proposed transaction
serves the public interest. A purchase or acquisition that is not com-
pleted in accordance with the provisions of this section is void.

(g) The utility or person must notify the commission within 30
days after the date that the transaction is completed.

(h) Within 30 days of the commission order that allows a util-
ity's purchase of voting stock or a person's acquisition of a controlling
interest to proceed as proposed, the utility purchasing voting stock or
the person acquiring a controlling interest must file a written update on
the status of the transaction. A written update must also be filed every
30 days thereafter, until the transaction has been completed.

(i) Except as otherwise provided by this section, the commis-
sion order granting approval for the transaction to proceed expires 180
days after the date the order is issued. If the transaction has not been
completed within the 180-day period, the commission's approval to
proceed with the transaction will expire by operation of law unless,
prior to the expiration of the 180-day period, the commission in writ-
ing extends the period.

(j) Expedited acquisition of voting stock or controlling inter-
est. An eligible applicant may apply for the expedited acquisition of
the voting stock or controlling interest and, if applicable, the certifi-
cated service area of a utility in accordance with this subsection.

(1) Eligibility. To be eligible for expedited acquisition un-
der this subsection, an applicant must meet the criteria in subparagraphs
(A) and (B) of this paragraph.

(A) Prior to filing an application for expedited acquisi-
tion, an applicant must, for the utility being acquired, be either:

(i) aperson appointed by the commission or TCEQ
as a temporary manager or supervisor; or

(i) appointed as a receiver at the request of the com-
mission or TCEQ.

(B) Inaddition to meeting one of the criteria under sub-
paragraph (A) of this paragraph, an applicant must also be either:

(i) aClass A utility;
(i) a Class B utility;
(iii) a municipally owned utility;
(iv) a county;
(v) awater supply or sewer service corporation;
(vi) apublic utility agency; or
(vii) a district or river authority.
(2) Application.

(A) An application filed by an eligible applicant under
paragraph (1) of this subsection must comply with the requirements of
this section, except that the following are waived:

(i) any public notice requirements required by this
chapter, regardless of whether the person elects to charge initial rates in
accordance with §24.240 of this title (relating to Water and Sewer Util-
ity Rates After Acquisition) or use a voluntary valuation determined
under §24.238 of this title (relating to Fair Market Valuation); and

(ii) as applicable, any requirements of this chapter
that do not apply to an entity over which the commission does not have
original rate jurisdiction.

(B) An applicant's appointment as a temporary man-
ager, supervisor, or receiver of the utility subject to the application is
sufficient to demonstrate adequate financial, managerial, and technical
capability for providing continuous and adequate service to:

(i) the service area to be acquired; and

(i) any areas currently certificated to the applicant
or, as applicable to municipally owned utilities or districts, any areas
being served by the applicant.

(3) Commission approval and effects of approval.

(A) The commission will approve an application under
this subsection if the commission considers the transaction to be in the
public interest in accordance with the processes specified under Texas
Water Code §13.246 and §13.301. In determining whether the transac-
tion is in the public interest, the commission may also consider whether
the applicant is currently in compliance with commission rules, orders,
and other applicable law.

(B) The commission will approve an application under
this subsection without the signature of the owner of the utility being
acquired that is required by other law if the utility owner has abandoned
operation of the facilities that are the subject of the transaction and
cannot be located, or does not respond to an application filed under
this subsection.

(C) Unless otherwise specified by §24.363 of this title
(relating to Temporary Rates for Services Provided for a Nonfunction-
ing System), the applicant acquiring the utility may seek recovery of all
used and useful invested capital and just and reasonable operations and
maintenance costs incurred during the applicant's appointment term as
a regulatory asset in the applicant's next comprehensive rate proceed-
ing under §24.41 of this title (relating to Cost of Service) or system
improvement charge application under §24.76 of this title (relating to
System Improvement Charge).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504618

Andrea Gonzalez

Rules Coordinator

Public Utility Commission of Texas

Effective date: January 1, 2026

Proposal publication date: September 5, 2025

For further information, please call: (512) 936-7244

¢ ¢ ¢

SUBCHAPTER K. ENFORCEMENT,
SUPERVISION, AND RECEIVERSHIP
16 TAC §24.357, §24.363

Texas Water Code §13.041(a), which provides the commission
the general power to regulate and supervise the business of
each public utility within its jurisdiction and to do anything specif-
ically designated or implied by the Texas Water Code that is nec-
essary and convenient to the exercise of that power and jurisdic-
tion; Texas Water Code §13.041(b), which provides the commis-
sion with the authority to adopt and enforce rules reasonably re-
quired in the exercise of its powers and jurisdiction; Texas Water
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Code §13.043(f-1) which exempts municipal decisions regard-
ing wholesale water or sewer service provided to another mu-
nicipality that involve the amount paid for water or sewer ser-
vice from the commission's appellate jurisdiction; Texas Water
Code §13.301, which establishes the requirements and proce-
dures for STM proceedings and expedited STM proceedings be-
fore the commission; Texas Water Code §13.3021, which estab-
lishes the requirements and procedures for expedited STM pro-
ceedings before the commission for certain retail public utilities;
Texas Water Code §13.412(g), which establishes the list of en-
tities that may be appointed by a court of competent jurisdiction
as a receiver and authorizes a receiver to seek both the acqui-
sition of the utility under supervision and the transfer of the util-
ity's certificate of convenience and necessity (CCN); and Texas
Water Code §13.4132(a) and (a-1), which establish the list of
entities that may be appointed by the commission or TCEQ as
a temporary manager and expands the definition of "person” to
incorporate that list of entities for purposes of that section which
provides the commission with the authority to adopt and enforce
rules reasonably required in the exercise of its powers and juris-
diction.

Cross reference to statutes: Texas Water Code §§ 13.041(a)
and (b), 13.043(f-1), 13.301, 13.3021, 13.412(g); §13.4132(a)
and (a-1).

$24.357.  Operation of a Utility by a Temporary Manager.

(a) Definitions. The following terms, when used in this sec-
tion, have the following meanings unless the context indicates other-
wise.

(1) Person--a natural person, a partnership of two or more
persons having a joint or common interest, a mutual or cooperative as-
sociation, a water supply or sewer service corporation, a corporation, a
municipally owned utility, a county, a public utility agency, or a district
or authority created under Section 52, Article III, or Section 59, Article
XVI, Texas Constitution.

(2) Temporary manager--a willing person appointed by the
commission or the Texas Commission on Environmental Quality to
temporarily manage and operate a utility.

(b) The commission may appoint a willing person to temporar-
ily manage and operate a utility that has discontinued or abandoned
operations or the provision of service, or which has been or is being
referred to the attorney general for the appointment of a receiver under
TWC §13.412.

(c) A person appointed under this section has the powers and
duties necessary to ensure the continued operation of the utility and the
provision of continuous and adequate service to customers, including
the power and duty to:

(1) read meters;

(2) bill for utility services;

(3) collect revenues;

(4) disburse funds;

(5) request rate increases if needed,
(6) access all system components;
(7) conduct required sampling;

(8) make necessary repairs; and

(9) perform other acts necessary to assure continuous and
adequate utility service as authorized by the commission.

(d) Upon appointment by the commission, the temporary man-
ager will post financial assurance with the commission in an amount
and type acceptable to the commission. The temporary manager or
the executive director may request waiver of the financial assurance
requirements or may request substitution of some other form of collat-
eral as a means of ensuring the continued performance of the temporary
manager.

(¢) The temporary manager must serve a term of 180 days,
unless:

(1) specified otherwise by the commission;

(2) anextension is requested by the commission staff or the
temporary manager and granted by the commission;

(3) the temporary manager is discharged from his respon-
sibilities by the commission; or,

(4) asuperseding action is taken by an appropriate court on
the appointment of a receiver at the request of the attorney general.

(f) Within 60 days after appointment, a temporary manager
must return to the commission an inventory of all utility property.

(g) Compensation for the temporary manager will come from
utility revenues and will be set by the commission at the time of ap-
pointment. The commission may adjust the compensation for the tem-
porary manager as it deems necessary.

(h) The temporary manager must collect the assets and carry
on the business of the utility and shall use the revenues and assets of
the utility in the best interests of the customers to ensure that continu-
ous and adequate utility service is provided. The temporary manager
must give priority to expenses incurred in normal utility operations and
for repairs and improvements made since being appointed temporary
manager.

(i) The temporary manager shall report to the commission on
a monthly basis. This report shall include:

(1) an income statement for the reporting period;

(2) a summary of utility activities such as improvements
or major repairs made, number of connections added, and amount of
water produced or treated; and

(3) any other information required by the commission.

(j) During the period in which the utility is managed by the
temporary manager, the certificate of convenience and necessity shall
remain in the name of the utility owner; however, the temporary man-
ager assumes the obligations for operating within all legal require-
ments.

$24.363.
ing System.

Temporary Rates for Services Provided for a Nonfunction-

(a) Notwithstanding other provisions of this chapter, upon
sending written notice to the commission, a retail public utility other
than a municipally owned utility or a water and sewer utility subject to
the original rate jurisdiction of a municipality that takes over the provi-
sion of services for a nonfunctioning retail public water or sewer utility
service provider may immediately begin charging the customers of
the nonfunctioning system a temporary rate to recover the reasonable
costs incurred for interconnection or other costs incurred in making
services available and any other reasonable costs incurred to bring the
nonfunctioning system into compliance with commission rules.

(b) Notice of the temporary rate must be provided to the cus-
tomers of the nonfunctioning system no later than the first bill which
includes the temporary rates.
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(c) Within 90 days of receiving notice of the temporary rate in-
crease, the commission will issue an order regarding the reasonableness
of the temporary rates. In making the determination, the commission
will consider information submitted by the retail public utility taking
over the provision of service, the customers of the nonfunctioning sys-
tem, or any other affected person.

(d) At the time the commission approves an acquisition of
a nonfunctioning retail water or sewer utility service provider under
Texas Water Code (TWC) §13.301, the commission must:

(1) determine the duration of the temporary rates to the re-
tail public utility, which must be for a reasonable period; and

(2) rule on the reasonableness of the temporary rates under
subsection (a) of this section if the commission did not make a ruling
before the application was filed under TWC §13.301.

(e) Regulatory asset. This section applies only to an expedited
sale, transfer, or merger application under §24.239 of this title (relat-
ing to Sale, Transfer, Merger, Consolidation, Acquisition, Lease, or
Rental) or §24.243 of this title (relating to Purchase of Voting Stock or
Acquisition of a Controlling Interest in a Utility).

(1) If a temporary rate is adopted during the term of a per-
son's temporary management, receivership, or supervision of a utility,
then the person's used and useful invested capital and just and reason-
able operations and maintenance costs that are incurred by the person
during the person's appointment as temporary manager, receiver, or su-
pervisor that are in excess of the costs covered by the temporary rate
are considered to be a regulatory asset.

(2) This regulatory asset is eligible for recovery in the
person's next comprehensive rate proceeding or system improvement
charge application and will be reviewed for prudence in the utility's
next comprehensive base rate proceeding.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504619

Andrea Gonzalez

Rules Coordinator

Public Utility Commission of Texas

Effective date: January 1, 2026

Proposal publication date: September 5, 2025

For further information, please call: (512) 936-7244

¢ ¢ ¢

CHAPTER 25. SUBSTANTIVE RULES
APPLICABLE TO ELECTRIC SERVICE
PROVIDERS

The Public Utility Commission of Texas (commission) adopts
amended 16 Texas Administrative Code (TAC) §25.5, relating
to Definitions, §25.181, relating to Energy Efficiency Goal, and
§25.182, relating to Energy Efficiency Cost Recovery Factor.
The commission adopts these rules with changes to the pro-
posed text as published in the September 5, 2025 issue of the
Texas Register (50 TexReg 5833). Adopted amendments to
§25.181 change ERCOT's calculations of the avoided cost of
energy and the deadline by which ERCOT files these calcula-

tions with the commission. The amendments also clarify the dis-
tinction between a targeted low-income program and a program
for hard-to-reach customers. Adopted amendments to §25.182
reduce the maximum utility incentive a utility can receive. Other
amendments to these rules include changes to definitions in both
§25.5 and §25.181 and minor and conforming changes. The
rules will be republished.

The commission received comments on the proposed rule from
AEP Texas Inc. (AEP Texas), the American Council for an En-
ergy-Efficient Economy (ACEEE), CenterPoint Energy Houston
Electric, LLC (CenterPoint), the City of Houston (Houston), El
Paso Electric Company, Entergy Texas, Inc., Southwestern Elec-
tric Power Company, and Southwestern Public Service Com-
pany (collectively, Joint Utilities), the Lone Star Chapter of the
Sierra Club (Sierra Club), the Office of Public Utility Counsel
(OPUC), Oncor Electric Delivery Company, LLC (Oncor), the
South-Central Partnership for Energy Efficiency as a Resource
(SPEER), the Steering Committee of Cities Served by Oncor
(OCSC), Texas-New Mexico Power Company (TNMP), and Vis-
tra Corporate Service Company, LLC (Vistra).

General Comments

Sierra Club filed general comments urging the commission to
undertake a more comprehensive rulemaking. Several hun-
dred Sierra Club members signed this petition. In addition,
approximately 250 Sierra Club members submitted individual
comments in connection with this petition. The individual com-
menters raised concerns about energy costs, climate change,
and electric utilities in general, and supported use of renewable
sources of electricity and protect the environment.

Commission Response

Comments requesting that the commission undertake a compre-
hensive rulemaking are beyond the scope of the current rule-
making. The current rulemaking's scope is limited to considera-
tion of the proposed rule amendments, additional modifications
to the rules that are reasonably related to the proposed changes,
and other minor and nonsubstantive amendments. However, the
commission will begin a comprehensive rulemaking process af-
ter these amendments are adopted.

In addition, comments concerning energy costs, climate change,
electric utilities in general, renewable sources of electricity, and
environmental protection are beyond the scope of the rules in-
cluded in this rulemaking.

Changes in commission's approach to low-income and hard-to-
reach customers

Proposed §§25.181(c)(17) and 25.181(e)(3)(F)- Definition
of "hard-to-reach" and demand reduction requirement for
hard-to-reach customers

Proposed §25.181(c)(17) defines "hard-to-reach" as a customer
that either has a primary residence in an area with fewer than
2,000 housing units or a total population of 5,000 or less; or
has a primary residence or owns a small business in an area
where the utility is unable to effectively administer an energy ef-
ficiency program due to energy efficiency market barriers. Pro-
posed §25.181(e)(3)(F) requires a utility to achieve at least five
percent of its demand reduction goal through savings achieved
through programs for hard-to-reach customers; in addition, a util-
ity that operates in an area in which customer choice is not of-
fered may achieve this requirement through a program designed
for low-income customers.
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OPUC, Sierra Club, SPEER, ACEEE, and OCSC supported the
proposed definition, and AEP Texas, CenterPoint, Oncor, TNMP,
and Joint Utilities commented that low-income customers should
continue to be included in the definition of "hard-to-reach."
Specifically, the utilities commented that they have based their
hard-to-reach programs on serving low-income customers since
the inception of the hard-to-reach concept in the commission's
energy efficiency rule, and that a policy shift such as the one
in the proposed rule will have a drastic negative effect on their
ability to achieve their hard-to-reach goals.

AEP Texas suggested that the commission clarify the term "area"
because this term is vague. Vistra commented that "limited ac-
cess to an energy efficiency contractor or energy efficiency ser-
vice provider" in §25.181(c)(17)(B) is too vague, subjective, and
challenging to verify and recommended deleting the entire sub-
paragraph. OCSC also noted that "area" and "effectively admin-
ister an energy efficiency program" are ambiguous and would
be difficult for utilities and commission staff to verify and recom-
mended that the proposed rule be modified to require a utility
to provide evidence in its energy efficiency cost recovery factor
(EECRF) application as to why an area is hard to reach.

Vistra argued that the change from an income-based definition
to a definition based on demographic restrictions or limited ac-
cess to a service provider could include unintended customers.
Specifically, Vistra argued that the amended definition will likely
include a large, rural landowner who, under the existing defini-
tion, would have been excluded from eligibility as a hard-to-reach
customer.

Oncor suggested that if the commission adopts the proposed
revision, it should phase in the change over time to allow utilities
sufficient time to design new programs, identify new program
delivery channels, and implement this change.

The utilities provided redlines consistent with their comments.
Commission Response

The commission agrees that low-income customers, who
have historically been served by hard-to-reach programs,
should continue to be included as potential hard-to-reach cus-
tomers. Therefore, the commission modifies the definition of
"hard-to-reach" in adopted §25.181(c)(17) to include low-income
as a category of hard-to-reach. However, the adopted rule also
maintains the expanded proposed definition of "hard-to-reach"
so that utilities can expand their programs beyond the tradition-
ally served low-income customers to those that may not have
been served historically. Under the modified definition, a large,
rural landowner could be a hard-to-reach customer, and this
outcome is intended.

The commission also agrees with comments regarding the clar-
ity of the term "area" in the proposed definition and modifies the
definition to describe a "county, city, or unincorporated area." For
clarity, the commission further modifies the definition to describe
a hard-to-reach customer as one that the utility has been unable
to serve in at least one of the past five years due to lack of avail-
able energy efficiency contractors or energy efficiency service
providers.

Lastly, the commission modifies the definition to replace the
term "small business" with "a commercial customer with a peak
load less than 50 kW that is not a government entity and not a
subsidiary of a corporation." Section 25.181 defines "commer-
cial customer" as "a non-residential customer taking service at a
point of delivery at a distribution voltage under an electric utility's

tariff during the prior program year or a non-profit customer or
government entity, including an educational institution." The
modified definition of "hard-to-reach" limits the hard-to-reach
commercial customer to non-government entities. In addition,
the commission agrees with commenters that recommended
that a small business be identified by its peak load. However,
the adopted rule limits a hard-to-reach commercial customer to
a peak load less than 50 kW because under §25.181, 50 kW
is the minimum load for a commercial customer to be its own
energy efficiency service provider.

With these modifications to the proposed definition, a phase-in
period for the changes to take effect is unnecessary.

Proposed §25.181(c)(25)- Definition of "low-income"

Proposed §25.181(c)(25) defines "low-income" as describing a
customer that either meets the criteria for low-income based on
a calculation of 80% of the area median income, or resides in a
household in which at least one person receives economic assis-
tance through a program listed in the Texas technical reference
manual (TRM) for the applicable program year. Existing §25.5
also includes a definition for "low-income customer" that is based
on whether the customer qualifies for the Supplemental Nutrition
Assistance Program or medical assistance from a state agency.

OPUC, Sierra Club, and SPEER supported the proposal.
OCSC and Vistra commented that there should be consis-
tency between the definitions in §25.5 and §25.181. TNMP
commented that the proposed definition is overly restrictive
and suggested that the definition be more inclusive of different
types of low-income households. AEP Texas, Joint Utilities
and Oncor were unopposed to changing from a low-income
standard set by the United States Department of Health and
Human Services (HHS)--200% of the federal poverty level--to
the low-income standard set by the United States Department of
Housing and Urban Development (HUD)--80% of area median
income. However, AEP Texas and Joint Utilities suggested
that the commission retain the ability for a utility to identify a
low-income customer through a geographic indicator, such as
location in a HUD-qualifying low-income census tract or block.
This geographic qualifier already exists in the TRM as a way
to identify a low-income customer. CenterPoint recommended
that the commission provide a 12-month transition period to
allow utilities to update program design, tracking, and reporting
systems.

ACEEE recommended that the definition provide categorical eli-
gibility to customers who qualify as low income through assis-
tance programs, such as the Low-Income Home Energy As-
sistance Program, Supplemental Nutrition Assistance Program,
Supplemental Security Income, and others.

AEP Texas, Joint Utilities, Oncor, and TNMP provided redlines
consistent with their comments.

Commission Response

The commission agrees that the adopted rules should clearly
delineate the difference between the two similar, though not
identical, terms. The term "low-income customer," defined in
§25.5, is used exclusively in §25.45, relating to Low-Income
List Administrator. The customers qualified for programs under
§25.45 are a subset of the customers qualified for programs de-
scribed in §25.181. The definition of "low-income" in §25.181 is
intentionally more expansive than the definition of a "low-income
customer” in §25.5, so that a utility can reach more customers
through a targeted low-income energy efficiency program or a
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hard-to-reach program. Therefore, the commission declines to
modify the proposed definition for consistency between the two
sections. In addition, the commission declines to modify the rule
to adopt ACEEE's suggestion because the adopted rule refers
to programs mentioned by ACEEE in paragraph (B).

However, the commission agrees that the rule should allow a
low-income customer to be identified through residence in a
HUD-qualifying low-income census tract or block and modifies
the definition accordingly.

With these modifications to the proposed definition, a phase-in
period for the changes to take effect is unnecessary.

Proposed §25.181(p)--Targeted low-income energy efficiency
program

Proposed §25.181(p) describes the requirements for a targeted
low-income energy efficiency program. Existing §25.181 re-
quires an ERCOT utility, and allows a non-ERCOT utility, to
provide a targeted low-income energy efficiency program. An-
nual expenditures for the targeted low-income energy efficiency
program must be at least 10% of a utility's energy efficiency
budget for the program year.

In conjunction with edits to the definitions of a low-income cus-
tomer and a hard-to-reach customer in §25.181(c), the commis-
sion modifies this subsection to clarify requirements for a tar-
geted low-income energy efficiency program. First, paragraph
(1) and its subparagraphs apply to all utilities that offer a targeted
low-income energy efficiency program. Paragraph (2) and its
subparagraphs apply only to ERCOT utilities, and requirements
from PURA §39.905 are described in this paragraph. Second,
the commission clarifies in paragraph (1)(C) that, although a util-
ity may shift funds from a targeted low-income energy efficiency
program to a hard-to-reach program after July of a program year,
such funds may not be used to satisfy the requirement for a
utility to spend 10% of its budget on a targeted low-income en-
ergy efficiency program. Third, the commission adds paragraph
(1)(D) to clarify that demand reduction achieved through a tar-
geted low-income energy efficiency program may not be used
to satisfy the hard-to-reach demand reduction requirement in
§25.181(e)(3)(F).

Definitions

Existing §25.181(c)(17) and §25.5(46)- Definition of "energy ef-
ficiency service provider"

The proposed rule strikes existing §25.181(c)(17), the definition
of "energy efficiency service provider (EESP)," because this term
is already defined at §25.5(46). However, the definitions in the
two sections differ; specifically, in §25.181, the struck definition
states that a commercial customer that serves as an energy effi-
ciency service provider must have a peak load equal to or greater
than 50 kW, and that an energy efficiency service provider may
also be a governmental entity or a non-profit organization, but
may not be an electric utility.

TNMP, Oncor, Joint Utilities, and AEP Texas suggested that the
commission retain the definition of EESP because it is frequently
used throughout §25.181 and for clarity and ease of reference.
Specifically, Oncor noted that §25.181(s) indicates that a com-
mercial customer with a peak load exceeding 50 kW can itself be
an energy efficiency provider, a provision that is also included
in the definition of EESP. However, Oncor stated that having
this provision in a definition, rather than in §25.181(s), would be
helpful, and that the current definition also includes other cate-
gories of entities. OCSC commented that EESP is also defined

in §25.5, but that the differences between the two definitions
are significant enough that the parts that had been included in
§25.181 should be retained, either in §25.5 or in §25.181.

Commission Response

The commission agrees that the definition of "energy efficiency
service provider" in existing §25.181 is necessary and helpful
and modifies §25.181(c) to restore this definition. In addition, the
commission removes the same definition from §25.5 because it
is superfluous.

Proposed §25.5(124)- Definition of "small business"

Proposed §25.5(124) defines "small business" as a legal entity,
including a corporation, partnership, or sole proprietorship, that:
(A) is formed for the purpose of making a profit; (B) is indepen-
dently owned and operated; and (C) has fewer than 100 employ-
ees or less than $6 million in annual gross receipts.

AEP Texas, CenterPoint, and Joint Utilities suggested striking
proposed §25.5(124)(A) and (B) because they asserted that this
information would be difficult for a utility, program implementer, or
program participant to verify. Similarly, TNMP suggested striking
(A), (B), and (C) of the proposed definition. On the other hand,
Oncor suggested connecting proposed (A), (B), and (C) with "or"
instead of "and." Each utility also suggested adding a new para-
graph defining a small business based on average monthly de-
mand. AEP Texas, CenterPoint, Joint Utilities and Oncor rec-
ommended 100 kW as the maximum average monthly demand,
and TNMP recommended 200 kW as the maximum.

TNMP also suggested that the commission not limit the definition
of small business to for-profit companies.

Commission Response

The commission has modified the definition of "hard-to-reach" to
eliminate the use of the term "small business." For this reason,
the term "small business" does not need to be defined and is
removed.

Proposed §25.5(78)- Definition of "new on-site generation"

Proposed §25.5(78) includes a reference to the Texas Natural
Resource Conservation Commission (TNRCC).

Sierra Club included a clerical edit to change TNRCC to the
Texas Commission on Environmental Quality because that is the
current name of the commission that fulfills the function in this
definition.

Commission Response
The commission agrees and modifies the rule accordingly.
Proposed §25.181(c)(32)- Definition of "peak demand"

Proposed §25.181(c)(32) strikes the following sentence from the
definition of "peak demand": "Peak demand refers to Texas retail
peak demand and, therefore, does not include demand of retail
customers in other states or wholesale customers."

Joint Utilities and OCSC recommended that the definition con-
tinue to include the struck sentence. Joint Utilities cited clarity
for this edit, and OCSC cited certainty.

Commission Response

The commission disagrees that the sentence should be re-
instated for clarity. The limitation is already addressed in
§25.181(e)(3)(A).

Proposed §25.181(c)(33)- Definition of "peak period"
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Proposed §25.181(c)(33) strikes the exclusion of weekends and
Federal holidays in the definition of "peak period."

TNMP, Oncor, Joint Utilities, and AEP Texas opposed this pro-
posed revision. TNMP stated that the change could have a wide-
ranging impact on calculation of savings and require costly recal-
culations for evaluation, measurement, and verification (EM&V)
and suggested that this change be considered at length. On-
cor, Joint Utilities, and AEP Texas stated that the proposed revi-
sion directly conflicts with the Texas Technical Reference Manual
(TRM)'s calculation method for demand savings--Oncor specif-
ically cited Volume 1, Section 4 of the TRM. Joint Utilities also
stated that the proposed revision is contrary to known industry
standard practice.

Commission Response

The commission declines to modify the proposed rule. However,
the schedule for implementation of this amendment will account
for necessary changes to the TRM in 2026. The commission
modifies subsection (0)(6)(F) of the proposed rule to state that
for program year (PY) 2026, a utility must use the peak period
calculation method outlined in the TRM adopted in 2025. The
commission also modifies the same provision to state that, start-
ing with PY2027, a utility must use the peak period calculation
method outlined in the most recently adopted TRM.

Existing §25.181(c)(35)- Definition of "load control"

The proposed rule strikes existing §25.181(c)(35), the definition
of "load control," because the only place in the rule where the
term appears is in the definition of "load management."

OCSC opposed removal of this definition because load control
is a type of load management, and utilities may still include load
control programs in their energy efficiency plans.

Commission Response

The commission declines to modify the proposed rule. The
adopted rule does not preclude a utility from including a load
control program in its energy efficiency plan.

Proposed §25.181(c)(35)- Definition of "projected savings"

Proposed §25.181(c)(35) defines "projected savings" as the "es-
timated program or portfolio savings reported by an electric utility
for planning purposes.”

OCSC recommended adding "energy or demand" before "sav-
ings" because, it asserted, the term "savings" is too broad and
could mean a multitude of things.

Commission Response

The commission agrees and adds "demand reduction or energy"
to modify "savings" in the definition.

Proposed §25.181(c)(7)- Definition of "deemed savings value"

Proposed §25.181(c)(7) uses the phrase "energy or demand
savings" in the first sentence and "energy and peak demand
savings" in the second sentence.

OCSC suggested a clerical edit to change "and" to "or" in the
second sentence for consistency with the first sentence and with
the definition of "deemed savings calculation."

Commission Response
The commission agrees and modifies the rule accordingly.
Proposed §25.181(c)(24)- Definition of "load management"

Proposed §25.181(c)(24) defines "load management" as "Activi-
ties that result in a reduction in peak demand, or a shifting of en-
ergy usage from a peak to an off-peak period or from high-price
periods to lower price periods."

OCSC recommended adding "temporary" to the definition, so
that the definition would read, "Activities that result in a tempo-
rary reduction in peak demand. . . ." OCSC reasoned that re-
ductions in peak demand from load management are temporary,
not a permanent reduction, and that the definition should reflect
the temporary result.

Commission Response

Although the commission agrees that adding "temporary" to the
definition would reflect reality, this provision was not substan-
tively edited in the proposal, and substantive modifications, such
as OCSC's suggestion, are beyond the scope of the proposal.

Proposed §25.181(d)(2)- Avoided cost of capacity

Proposed §25.181(d)(2) requires the avoided cost of capacity to
be established as described in the subparagraphs and clauses
within (d)(2) of the proposed rule.

Vistra commented that the avoided cost of capacity should be
removed from the rule as part of the cost-effectiveness standard
because customers who save energy through demand reduction
and other energy efficiency activities avoid energy costs but not
capacity costs, and this is because the current ERCOT market
design does not ascribe value to generation capacity.

Commission Response

The commission declines to adopt the recommended modifica-
tion because it is beyond the scope of this rulemaking.

Proposed §25.181(d)(2)(A)- Filing date of avoided cost of capac-
ity

Proposed §25.181(d)(2)(A) requires the avoided cost of capacity
to be filed by November 1 of each year.

Joint Utilities suggested that the avoided cost of capacity be filed
at the same time of year that the proposed rule requires that the
avoided cost of energy be filed, April 1.

Commission Response

The commission declines to adopt the recommended modifica-
tion because it is beyond the scope of this rulemaking.

Proposed §25.181(d)(3)(A)- Avoided cost of energy

Proposed §25.181(d)(3)(A) requires ERCOT to file its calculation
of the avoided cost of energy for the upcoming calendar year by
April 1 of each year. Subsection (d)(3)(A) of the proposed rule
also requires ERCOT to use seven years of data in its calcula-
tion.

Filing date

ACEEE, Sierra Club, SPEER, and Houston supported the pro-
posed revision to the filing date. CenterPoint, Joint Utilities,
TNMP, and Oncor suggested moving the effective date of the
avoided cost of energy rather than the filing date. Those parties
recommended making the avoided cost of energy effective the
January 1 that falls 14 months after its filing date.

Commission Response

The commission agrees that additional time between the filing
date and effective date for avoided cost of energy would be ben-
eficial. An additional seven months is sufficient to realize this
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benefit. Commenters were not persuasive that extending what
is currently a two-month process to fourteen months is reason-
able. The commission therefore declines to modify the proposed
rule.

Avoided cost of energy calculations

CenterPoint, OPUC, Sierra Club, SPEER, and Houston, and
OCSC supported the proposed revision to use seven years of
data, although OCSC recommended explicitly excluding data
from Winter Storm Uri. Joint Utilities did not oppose the pro-
posed revision but recommended using five years of data in-
stead. AEP Texas and TNMP also recommended using five
years of data. Commenters recommending five years reasoned
that the avoided cost of energy calculation should align with the
five-year requirement in §25.181(e)(3)(A) for calculation of the
demand reduction goal.

Commission Response

The commission declines to modify the proposed rule to require
ERCOT to use five years of data to calculate the avoided cost of
energy.

The concept of avoided cost of energy differs from the concept
of estimating load growth that occurred strictly in the past. The
avoided cost of energy is calculated as a lookback on what the
utility, or the customer, might have spent on energy costs but for
the energy efficiency programs that the utility offers to its cus-
tomers. However, the benefits to the customer do not end with
the purchase or installation of an energy efficiency measure. The
benefits extend to the estimated useful life of the measure, which
in some cases is ten or 15 years into the future. Because ER-
COT's data retention is only seven years in the past, it can only
approximate the avoided cost to the customer, but it is the best
approximation the commission has access to at this time. Fur-
thermore, the more years that are used to calculate the avoided
cost of energy, the less it will fluctuate from year to year, provid-
ing more certainty for the year-over-year cost-benefit ratio calcu-
lations and for a utility planning its programs for the year ahead.

The commission also agrees with OCSC that any data as-
sociated with Winter Storm Uri should be excluded from the
calculation of the avoided cost of energy. The commission
found in Docket Number 52871, Commission Staff's Petition
for a Good Cause Exception to 16 Texas Administrative Code
§25.181(d)(3)(A) and to Set the Avoided Cost of Energy under
§25.181(d)(3)(A) for 2022 Electric Utility Energy Efficiency
Programs, that the unique circumstances caused by Winter
Storm Uri constituted good cause to reduce the avoided cost of
energy for the 2022 program year. Consistent with that finding,
the commission modifies the proposed rule language.

Proposed §25.181(e)(3)(F)- Hard-to-reach goal and non-ER-
COT utilities

Proposed §25.181(e)(3)(F) allows a utility that operates in an
area in which customer choice is not offered to achieve the hard-
to-reach goal through a program designed for low-income cus-
tomers.

Sierra Club stated that it supported giving flexibility to utilities that
operate in the ERCOT competitive market.

Commission Response

Proposed §25.181(e)(3)(F) does not apply to utilities that operate
in the ERCOT market.

However, because the commission modifies the definition of
"hard-to-reach" in adopted §25.181(c)(17) to include a low-in-
come customer, the commission strikes the provision in (€)(3)(F)
of the proposed rule that would allow a non-ERCOT utility
to achieve its hard-to-reach requirement through a program
designed for low-income customers.

Proposed §§25.181(e)(3)(F) and 25.181(p)(1)- Hard-to-reach
and low-income goals

Proposed §25.181(e)(3)(F) requires a utility to achieve at
least 5.0% of its total demand reduction goal through savings
achieved through programs for hard-to-reach customers. Pro-
posed §25.181(p)(1) requires a utility to spend at least 10% of
its annual budget on a targeted low-income energy efficiency
program.

Sierra Club recommended increasing the low-income budget re-
quirement from 10% to 20% of a utility's annual budget.

Commission Response

The commission declines to adopt the recommended modifica-
tion because it is beyond the scope of this rulemaking.

Proposed §25.181(l)- Commission-prescribed Excel form

Proposed §25.181(1) requires a utility's energy efficiency plan
and report (EEPR) to include a completed attachment based
on the commission-prescribed Excel template in addition to the
EEPR content already required by the rule.

Joint Utilities and TNMP filed an Excel template for all EEPR
tables that they recommended the commission adopt in place of
the proposed summary Excel tables, and AEP Texas supported
the adoption of this Excel template. CenterPoint and Sierra Club
supported the proposed template and filing requirements.

Commission Response

The commission declines to adopt the recommended template.
Development of a full EEPR template is outside the scope of
this rulemaking. The Excel template in the adopted rule is an
additional summary of the information in the annual EEPR filings,
not a replacement of what the existing rule requires.

Proposed §25.182(d)- Cost effectiveness at the program or port-
folio level

Proposed §25.182(d) requires a utility to provide a portfolio of
cost-effective energy efficiency programs.

TNMP stated that the commission should require a utility to pro-
vide a cost-effective portfolio of energy efficiency programs, not
a portfolio of cost-effective energy efficiency programs.

Commission Response

The commission declines to adopt the suggested modification
because it is a substantive change that is not reasonably related
to the proposed changes.

Proposed §25.182(d)(7)- Historical cost caps

The proposed rule strikes §25.182(d)(7)(A), which was the resi-
dential cost cap for program year 2018, and (d)(7)(B), which was
the commercial cost cap for program year 2018.

TNMP and Oncor recommended that the commission maintain
§25.182(d)(7)(A) and (B) for historical lookback purposes.

Commission Response
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The commission agrees that the historical cost caps should be
maintained and modifies the rule accordingly.

Proposed §§25.181 and 25.182- Shareholder bonus or utility in-
centive

Throughout proposed §§25.181 and 25.182, the proposal re-
places the term "shareholder bonus" with the term "utility incen-
tive."

TNMP recommended that the commission maintain the
term “"shareholder bonus" where it appears in the existing
rule because "shareholder bonus" is consistent with PURA
§39.905(b)(4).

Commission Response

The commission disagrees with the recommendation. The term
"shareholder bonus" appears in PURA §39.905(b)(4); however,
PURA §39.905(b)(2) requires the commission to "adopt rules
and procedures to ensure that the utilities can achieve the goal
of this section, including establishing an incentive . . . to reward
utilities . . . that exceed the minimum goals established by this
section" (emphasis added). The commission finds the term "util-
ity incentive" to be better aligned with the statute's mandate to
the commission.

In addition, the commission modifies §25.181(u) to correct one
instance where "shareholder bonus" appears in the proposal.

Proposed §25.182(e)(3)- Utility incentive

Proposed §25.182(e)(3) states that a utility that exceeds 100%
of its demand and energy reduction goals may receive a util-
ity incentive, reduces the maximum utility incentive a utility may
receive to 5% of net benefits, rather than 10%, and allows the
commission to further limit the maximum utility incentive a utility
may receive for good cause.

Amendment of "shall" to "may"

AEP Texas, CenterPoint, Joint Utilities, TNMP, and Oncor op-
posed changing "shall" to "may" in the proposed rule. The utili-
ties reasoned that PURA §39.905(b)(2) requires the commission
"to establish an incentive . . . to reward utilities administering
programs under this section that exceed the minimum goals es-
tablished by this section," and that this language gives the com-
mission no discretion whether to award an incentive to a utility
that has earned one.

ACEEE supported the proposed rule language.
Commission Response

The intent of that proposed revision was concision and clarity, not
to change the meaning of the rule. Therefore, the commission
modifies the provision to state that if a utility exceeds its demand
reduction goal, it will receive a utility incentive.

Reduction of maximum utility incentive from 10% to 5% of net
benefits

AEP Texas, CenterPoint, Joint Utilities, TNMP, and Oncor op-
posed reducing the maximum utility incentive to 5% of net ben-
efits, preferring instead to maintain the existing 10% maximum.
Generally, the utilities were concerned that a change from 10%
to 5% is an unreasonable and drastic cut that reduces the incen-
tive's effectiveness as a policy tool. AEP Texas stated that the
proposed change would decrease a utility's motivation to exceed
its minimum goals and reduce the financial justification for invest-
ing in additional measures, technologies, and partnerships that
drive performance beyond compliance. Oncor, Joint Utilities,

and AEP Texas believed that the change in the number of years
of data included in the avoided cost of energy calculation in pro-
posed §25.181(d)(3)(A) would reduce the maximum utility incen-
tive a utility can collect by an amount significant enough that the
reduction from 10% to 5% of net benefits would not be needed.
TNMP and Oncor stated that a reduction to 8% would be accept-
able; Oncor noted that, under the proposed revision, a utility's
incentive would be reduced by more than it would have under
commission staff's proposal in Docket Number 57172. Oncor
additionally argued that such a significant reduction to the max-
imum utility incentive would be more appropriately addressed in
a future rulemaking, in which a fact-based and policy-based dis-
cussion can be held.

Joint Utilities specifically argued that the incentive serves as a
"mechanism for utilities to recover lost revenue resulting from
energy efficiency programs." In addition, it argued that "because
the incentive cap is already structured as a “share of the net ben-
efits,’ customers will inherently receive net benefits stemming
from the utility's energy efficiency achievements," and that "the
incentive is never a net cost to customers."

OPUC, SPEER, OCSC, and Houston supported the reduction
in the maximum utility incentive to 5% of net benefits. Sierra
Club proposed an alternative cap of 20% of total spending, with
a 20% secondary cap. Sierra Club reasoned that utility incen-
tives for energy efficiency programs have been extremely high,
especially this year, given the high avoided cost of energy, and
that this is an unstable and unfair outcome for ratepayers. Sierra
Club was concerned that the proposed limitation could disincen-
tivize utilities to perform beyond minimum requirements. Hous-
ton noted that incentive payments are a tool to drive changes in
behavior or participation in programs that may not be perform-
ing at targeted levels, and that energy efficiency programs have
historically performed well above targeted levels and therefore
do not need incentivizing. Houston pointed out that utilities rou-
tinely exceed their demand and energy reduction goals in Texas,
and that this has led to total EECRF expenses being driven by
the performance bonus.

Commission Response

PURA §39.905 gives the commission discretion in setting the
utility incentive amount, and the proposed reduction is an exer-
cise of the commission's discretion in the public interest. The
commission disagrees with Sierra Club's proposed alternative
incentive structure because there is a more direct connection
between net benefits and a utility incentive than between total
program spending and a utility incentive. The commission dis-
agrees with the characterization of the utility incentive as a mech-
anism to recover lost revenue.

The commission also disagrees that the incentive is never a net
cost to customers. Cost recovery and the utility incentive are
imposed on all customers in a utility's rate classes, other than
industrial customers that opt out under §25.181(u), regardless
of whether those customers directly benefit from an energy effi-
ciency program.

Good cause limitation

AEP Texas, CenterPoint, TNMP, and Oncor opposed the pro-
posed amendment that would allow the commission to further
limit a utility's utility incentive for good cause. Oncor argued
that the amendment would frustrate a utility's expectations for
an earned incentive and introduce unpredictability into whether
a utility would receive an incentive or how much the incentive
would be. TNMP stated that the commission not only did not pro-
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pose any language to determine what circumstances may give
rise to good cause, but also did not propose any language to
quantify by what percentage it may reduce an incentive.

Joint Utilities stated that the commission should add language
to clarify the proposed revision. It argued that the purpose of a
good cause exception is to recognize circumstances beyond a
party's reasonable control or justified deviations from standard
expectations, and that penalizing performance in these situa-
tions would undermine the intent of the good cause exception
and discourage transparency and accountability. CenterPoint
argued that the amendment introduced unnecessary ambiguity
and conflicted with PURA §39.905(g), which, it asserted, only
allows the commission to relieve utilities from penalties or sanc-
tions for factors beyond their control, not to reduce earned in-
centives.

Commission Response

The commission agrees that regulatory certainty is needed in the
administration of the utility incentive under §25.182 and removes
the proposed amendment. The adjustment to the avoided cost
of energy calculation in §25.181(d)(3)(A) and the amended util-
ity incentive calculation in this subparagraph provide sufficient
certainty to a utility in the calculation and amount of its utility in-
centive.

Proposed §25.182(¢e)(2)- Inclusion of utility incentive in net ben-
efits

Proposed §25.182(e)(2) describes the calculation of net benefits
and includes the utility incentive in program costs.

ACEEE, SPEER, and TNMP suggested that the utility incentive
not be included in program costs.

Commission Response

The commission declines to adopt the recommended modifica-
tion because it is a substantive change that is not reasonably
related to the proposed changes.

Proposed §25.182(e)(1) and (3)- Basis for utility incentive calcu-
lation

Proposed §25.182(e)(1) states that a utility may receive a share
of the net benefits realized in exceeding its demand reduction
goal. The provision does not base the utility incentive on the
amount by which a utility exceeds its energy savings goal. Pro-
posed §25.182(e)(3) calculates the utility incentive using only the
demand reduction goal, not the energy savings goal.

Sierra Club filed redlines recommending that the commission
base the utility incentive on the amount by which a utility exceeds
its demand reduction goal and its energy savings goal.

Commission Response

The commission declines to adopt Sierra Club's recommenda-
tion. The energy savings goal is not based in statute, and more-
over, the recommended modification is beyond the scope of the
proposal.

Proposed §§25.181 and 25.182- Effective date of rules

The proposed rules do not include any language related to the
date that the changes take effect.

AEP Texas recommended that the proposed rule changes not
take effect until program year PY2027. It asserted that the pro-
posed rule changes will disrupt planning for PY2026, which is
already well underway, and undermine program effectiveness.

Commission Response

The commission opened the instant rulemaking with the express
goal of effectuating the contemplated amendments as quickly
as practicable and therefore declines to defer the effective date.
For a utility's EEPR filing in April 2026, the utility must submit
the additional EEPR summary tables. The utility's EECRF appli-
cation filed in May or June 2026 must meet all requirements as
set out in adopted §§25.181 and 25.182, including appropriate
categorization of low-income and hard-to-reach customers, and
the utility incentive for PY2025 will be calculated as set forth in
adopted §25.182. The avoided cost of energy that ERCOT filed
in November 2025 will be applicable to PY2026, and the avoided
cost of energy that ERCOT will file in April 2026 will be applica-
ble to PY2027. However, the commission modifies subsection
(0)(6)(F) of the proposed rule as discussed above to state that,
for PY2026, a utility must use the peak period calculation method
outlined in the TRM adopted in 2025, and starting with PY2027,
a utility must use the peak period calculation method outlined in
the most recently adopted TRM.

SUBCHAPTER A. GENERAL PROVISIONS
16 TAC §25.5

The amended rules are adopted under the following provisions
of PURA: §14.001, which provides the commission the general
power to regulate and supervise the business of each public
utility within its jurisdiction and to do anything specifically des-
ignated or implied by PURA that is necessary and convenient to
the exercise of that power and jurisdiction; and §14.002, which
provides the commission with the authority to adopt and enforce
rules reasonably required in the exercise of its powers and juris-
diction; §36.204, which authorizes the commission to establish
rates for an electric utility that allow timely recovery of the reason-
able costs for conservation and load management, including ad-
ditional incentives for conservation and load management; and
§39.905, which requires the commission to establish an incen-
tive to reward utilities administering energy efficiency programs
that exceed the minimum goals established by PURA §39.905.

Cross reference to statutes: Public Utility Regulatory Act
§§14.001 and 14.002, §36.204, and §39.905.

§25.5.  Definitions.

In this chapter, the following definitions apply unless the context indi-
cates otherwise:

(1) Above-market purchased power costs--Wholesale de-
mand and energy costs that a utility is obligated to pay under an ex-
isting purchased power contract to the extent the costs are greater than
the purchased power market value.

(2) Affected person--means:

(A) a public utility or electric cooperative affected by
an action of a regulatory authority;

(B) a person whose utility service or rates are affected
by a proceeding before a regulatory authority; or

(C) a person who:

(i) is a competitor of a public utility with respect to
a service performed by the utility; or

(i) wants to enter into competition with a public
utility.

(3) Affiliate--means:
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(A) aperson who directly or indirectly owns or holds at
least 5.0% of the voting securities of a public utility;

(B) a person in a chain of successive ownership of at
least 5.0% of the voting securities of a public utility;

(C) acorporation that has at least 5.0% of its voting se-
curities owned or controlled, directly or indirectly, by a public utility;

(D) acorporation that has at least 5.0% of its voting se-
curities owned or controlled, directly or indirectly, by:

(i) aperson who directly or indirectly owns or con-
trols at least 5.0% of the voting securities of a public utility; or

(ii) aperson in a chain of successive ownership of at
least 5.0% of the voting securities of a public utility;

(E) a person who is an officer or director of a public
utility or of a corporation in a chain of successive ownership of at least
5.0% of the voting securities of a public utility; or

(F) aperson determined to be an affiliate under Public
Utility Regulatory Act (PURA) §11.006.

(4) Affiliated electric utility--The electric utility from
which an affiliated retail electric provider was unbundled in accor-
dance with PURA §39.051.

(5) Affiliated power generation company (APGC)--A
power generation company that is affiliated with or the successor in
interest of an electric utility certificated to serve an area.

(6) Affiliated retail electric provider (AREP)--A retail elec-
tric provider that is affiliated with or the successor in interest of an elec-
tric utility certificated to serve an area.

(7) Aggregation--Includes the following:

(A) the purchase of electricity from a retail electric
provider, a municipally owned utility, or an electric cooperative by an
electricity customer for its own use in multiple locations, provided that
an electricity customer may not avoid any non-bypassable charges or
fees as a result of aggregating its load; or

(B) the purchase of electricity by an electricity cus-
tomer as part of a voluntary association of electricity customers,
provided that an electricity customer may not avoid any non-bypass-
able charges or fees as a result of aggregating its load.

(8) Aggregator--A person joining two or more customers,
other than municipalities and political subdivision corporations, into
a single purchasing unit to negotiate the purchase of electricity from
retail electric providers. Aggregators may not sell or take title to elec-
tricity. Retail electric providers are not aggregators.

(9) Ancillary service--A service necessary to facilitate
the transmission of electric energy including load following, standby
power, backup power, reactive power, and any other services the
commission may determine by rule.

(10) Base rate--Generally, a rate designed to recover the
cost of service other than certain costs separately identified and recov-
ered through a rider, rate schedule, or other schedule. For bundled util-
ities, these separately identified costs may include items such as a fuel
factor, power cost recovery factor, and surcharge. Distribution service
providers may have separately identified costs such as transition costs,
the excess mitigation charge, transmission cost recovery factors, and
the competition transition charge.

(11) Bundled Municipally Owned Utilities/Electric Coop-
eratives (MOU/COOP)--A municipally owned utility/electric coopera-
tive that is conducting both transmission and distribution activities and

competitive energy-related activities on a bundled basis without struc-
tural or functional separation of transmission and distribution functions
from competitive energy-related activities and that makes a written
declaration of its status as a bundled municipally owned utility/elec-
tric cooperative pursuant to §25.275(0)(3)(A) of this title (relating to
Code of Conduct for Municipally Owned Ultilities and Electric Coop-
eratives Engaged in Competitive Activities).

(12) Calendar year--January 1 through December 31.

(13) Commission--The Public Utility Commission of
Texas.

(14) Competition transition charge (CTC)--Any non-by-
passable charge that recovers the positive excess of the net book value
of generation assets over the market value of the assets, taking into
account all of the electric utility's generation assets, any above market
purchased power costs, and any deferred debit related to a utility's
discontinuance of the application of Statement of Financial Account-
ing Standards Number 71 ("Accounting for the Effects of Certain
Types of Regulation") for generation-related assets if required by the
provisions of PURA chapter 39. For purposes of PURA §39.262,
book value shall be established as of December 31, 2001, or the date a
market value is established through a market valuation method under
PURA §39.262(h), whichever is earlier, and shall include stranded
costs incurred under PURA §39.263. Competition transition charges
also include the transition charges established pursuant to PURA
§39.302(7) unless the context indicates otherwise.

(15) Competitive affiliate--An affiliate of a utility that pro-
vides services or sells products in a competitive energy-related market
in this state, including telecommunications services, to the extent those
services are energy-related.

(16) Competitive energy efficiency services--Energy effi-
ciency services that are defined as competitive energy services under
§25.341 of this title (relating to Definitions).

(17) Competitive retailer--A retail electric provider; or a
municipally owned utility or electric cooperative, that has the right to
offer electric energy and related services at unregulated prices directly
to retail customers who have customer choice, without regard to geo-
graphic location.

(18) Congestion zone--An area of the transmission net-
work that is bounded by commercially significant transmission
constraints or otherwise identified as a zone that is subject to transmis-
sion constraints, as defined by an independent organization.

(19) Control area--An electric power system or combina-
tion of electric power systems to which a common automatic genera-
tion control scheme is applied in order to:

(A) match, at all times, the power output of the genera-
tors within the electric power system(s) and capacity and energy pur-
chased from entities outside the electric power system(s), with the load
within the electric power system(s);

(B) maintain, within the limits of good utility practice,
scheduled interchange with other control areas;

(C) maintain the frequency of the electric power sys-
tem(s) within reasonable limits in accordance with good utility prac-
tice; and

(D) obtain sufficient generating capacity to maintain
operating reserves in accordance with good utility practice.

(20) Corporation--A domestic or foreign corporation,
joint-stock company, or association, and each lessee, assignee, trustee,
receiver, or other successor in interest of the corporation, company, or
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association, that has any of the powers or privileges of a corporation
not possessed by an individual or partnership. The term does not
include a municipal corporation or electric cooperative, except as
expressly provided by PURA.

(21) Critical loads--Loads for which electric service is con-
sidered crucial for the protection or maintenance of public health and
safety; including but not limited to hospitals, police stations, fire sta-
tions, critical water and wastewater facilities, and customers with spe-
cial in-house life-sustaining equipment.

(22) Customer choice--The freedom of a retail customer to
purchase electric services, either individually or through voluntary ag-
gregation with other retail customers, from the provider or providers of
the customer's choice and to choose among various fuel types, energy
efficiency programs, and renewable power suppliers.

(23) Customer class--A group of customers with similar
electric-service characteristics (e.g., residential, commercial, indus-
trial, sales for resale) taking service under one or more rate schedules.
Qualified businesses as defined by the Texas Enterprise Zone Act,
Texas Government Code, title 10, chapter 2303 may be considered to
be a separate customer class of electric utilities.

(24) Day-ahead--The day preceding the operating day.

(25) Deemed savings--A pre-determined, validated esti-
mate of energy savings and demand reduction attributable to an energy
efficiency measure in a particular type of application that a utility
may use instead of energy savings and demand reduction determined
through measurement and verification activities.

(26) Demand--The rate at which electric energy is deliv-
ered to or by a system at a given instant, or averaged over a designated
period, usually expressed in kilowatts (kW) or megawatts (MW).

(27) Demand savings--A quantifiable reduction in the rate
at which energy is delivered to or by a system at a given instance, or
averaged over a designated period, usually expressed in kilowatts (kW)
or megawatts (MW).

(28) Demand-side management (DSM)--Activities that af-
fect the magnitude or timing of customer electrical usage, or both.

(29) Demand-side resource or demand-side management--
Equipment, materials, and activities that result in reductions in electric
generation, transmission, or distribution capacity needs or reductions
in energy usage or both.

(30) Disconnection of service--Interruption of a customer's
supply of electric service at the customer's point of delivery by an elec-
tric utility, a transmission and distribution utility, a municipally owned
utility or an electric cooperative.

(31) Distribution line--A power line operated below 60,000
volts, when measured phase-to-phase, that is owned by an electric util-
ity, transmission and distribution utility, municipally owned utility, or
electric cooperative.

(32) Distributed resource--A generation, energy storage, or
targeted demand-side resource, generally between one kilowatt and ten
megawatts, located at a customer's site or near a load center, which
may be connected at the distribution voltage level (below 60,000 volts),
that provides advantages to the system, such as deferring the need for
upgrading local distribution facilities.

(33) Distribution service provider (DSP)--An electric util-
ity, municipally-owned utility, or electric cooperative that owns or op-
erates for compensation in this state equipment or facilities that are
used for the distribution of electricity to retail customers including re-
tail customers served at transmission voltage levels.

(34) Economically distressed geographic area--Zip-code
area in which the average household income is less than or equal to
60% of the statewide median income as reported in the most recently
available United States Census data.

(35) Electric cooperative--

(A) a corporation organized under the Texas Ultilities
Code, Chapter 161 or a predecessor statute to Chapter 161 and operat-
ing under that chapter;

(B) a corporation organized as an electric cooperative
in a state other than Texas that has obtained a certificate of authority to
conduct affairs in the State of Texas; or

(C) asuccessor to an electric cooperative created before
June 1, 1999, in accordance with a conversion plan approved by a vote
of the members of the electric cooperative, regardless of whether the
successor later purchases, acquires, merges with, or consolidates with
other electric cooperatives.

(36) Electric generating facility--A facility that generates
electric energy for compensation and that is owned or operated by a
person in this state, including a municipal corporation, electric cooper-
ative, or river authority.

(37) Electric generation equipment lessor or operator--A
person who rents to, or operates for compensation on behalf of, a third
party electric generation equipment that:

(A) is used on a site of the third party until the third
party is able to obtain sufficient electricity service;

(B) produces electricity on site to be consumed by the
third party and not resold; and

(C) does not interconnect with the electric transmission
or distribution system.

(38) Electricity facts label--Information in a standardized
format, as described in §25.475(f) of this title (relating to Informa-
tion Disclosures to Residential and Small Commercial Customers), that
summarizes the price, contract terms, fuel sources, and environmental
impact associated with an electricity product.

(39) Electricity product--A specific type of retail electric-
ity service developed and identified by a REP, the specific terms and
conditions of which are summarized in an electricity facts label that is
specific to that electricity product.

(40) Electric Reliability Council of Texas (ER-
COT)--Refers to the independent organization and, in a geographic
sense, refers to the area served by electric utilities, municipally
owned utilities, and electric cooperatives that are not synchronously
interconnected with electric utilities outside of the State of Texas.

(41) Electric service identifier (ESI ID)--The basic identi-
fier assigned to each point of delivery used in the registration system
and settlement system managed by ERCOT or another independent or-
ganization.

(42) Electric utility--Except as otherwise provided in this
chapter, an electric utility is a person or river authority that owns or
operates for compensation in this state equipment or facilities to pro-
duce, generate, transmit, distribute, sell, or furnish electricity in this
state. The term includes a lessee, trustee, or receiver of an electric util-
ity and a recreational vehicle park owner who does not comply with
Texas Utilities Code, subchapter C, chapter 184, with regard to the me-
tered sale of electricity at the recreational vehicle park. The term does
not include:

(A) a municipal corporation;
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(B) a qualitfying facility;

(C) apower generation company;
(D) an exempt wholesale generator;
(E) apower marketer;

(F) a corporation described by PURA §32.053 to the
extent the corporation sells electricity exclusively at wholesale and not
to the ultimate consumer;

(G) an electric cooperative;

(H) aretail electric provider;

(I) the state of Texas or an agency of the state; or
(J) aperson not otherwise an electric utility who:

(i) furnishes an electric service or commodity only
to itself, its employees, or its tenants as an incident of employment or
tenancy, if that service or commodity is not resold to or used by others;

(ii) owns or operates in this state equipment or fa-
cilities to produce, generate, transmit, distribute, sell or furnish electric
energy to an electric utility, if the equipment or facilities are used pri-
marily to produce and generate electric energy for consumption by that
person;

(iii) owns or operates in this state a recreational ve-
hicle park that provides metered electric service in accordance with
Texas Utilities Code, subchapter C, chapter 184;

(iv) is an electric generation equipment lessor or op-
erator; or

(v) owns or operates in this state equipment used
solely to provide electricity charging service for consumption by an
alternatively fueled vehicle, as defined by section 502.004 of the Trans-
portation Code.

(43) Energy efficiency--Programs that are aimed at reduc-
ing the rate at which electric energy is used by equipment or processes.
Reduction in the rate of energy used may be obtained by substitut-
ing technically more advanced equipment to produce the same level
of end-use services with less electricity; adoption of technologies and
processes that reduce heat or other energy losses; or reorganization of
processes to make use of waste heat. Efficient use of energy by cus-
tomer-owned end-use devices implies that existing comfort levels, con-
venience, and productivity are maintained or improved at a lower cus-
tomer cost.

(44) Energy efficiency measures--Equipment, materials,
and practices that when installed and used at a customer site result in a
measurable and verifiable reduction in either purchased electric energy
consumption, measured in kilowatt-hours (kWh), or peak demand,
measured in kW, or both.

(45) Energy efficiency project--An energy efficiency mea-
sure or combination of measures installed under a standard offer con-
tract or a market transformation contract that results in both a reduction
in customers' electric energy consumption and peak demand, and en-
ergy costs.

(46) Energy savings--A quantifiable reduction in a cus-
tomer's consumption of energy.

(47) ERCOT protocols--Body of procedures developed by
ERCOT to maintain the reliability of the regional electric network and
account for the production and delivery of electricity among resources
and market participants.

(48) ERCOT region--The geographic area under the
jurisdiction of the commission that is served by transmission service
providers that are not synchronously interconnected with transmission
service providers outside of the state of Texas.

(49) Exempt wholesale generator--A person who is en-
gaged directly or indirectly through one or more affiliates exclusively
in the business of owning or operating all or part of a facility for
generating electric energy and selling electric energy at wholesale who
does not own a facility for the transmission of electricity, other than
an essential interconnecting transmission facility necessary to effect a
sale of electric energy at wholesale.

(50) Existing purchased power contract--A purchased
power contract in effect on January 1, 1999, including any amend-
ments and revisions to that contract resulting from litigation initiated
before January 1, 1999.

(51) Facilities--All the plant and equipment of an electric
utility, including all tangible and intangible property, without limita-
tion, owned, operated, leased, licensed, used, controlled, or supplied
for, by, or in connection with the business of an electric utility.

(52) Financing order--An order of the commission adopted
under PURA §39.201 or §39.262 approving the issuance of transition
bonds and the creation of transition charges for the recovery of qualified
costs.

(53) Freeze period--The period beginning on January 1,
1999, and ending on December 31, 2001.

(54) Generation assets--All assets associated with the pro-
duction of electricity, including generation plants, electrical intercon-
nections of the generation plant to the transmission system, fuel con-
tracts, fuel transportation contracts, water contracts, lands, surface or
subsurface water rights, emissions-related allowances, and gas pipeline
interconnections.

(55) Generation service--The production and purchase of
electricity for retail customers and the production, purchase, and sale
of electricity in the wholesale power market.

(56) Good utility practice--Any of the practices, methods,
or acts engaged in or approved by a significant portion of the electric
utility industry during the relevant time period, or any of the practices,
methods, or acts that, in the exercise of reasonable judgment in light
of the facts known at the time the decision was made, could have been
expected to accomplish the desired result at a reasonable cost consistent
with good business practices, reliability, safety, and expedition. Good
utility practice is not intended to be limited to the optimum practice,
method, or act, to the exclusion of all others, but rather is intended to
include acceptable practices, methods, and acts generally accepted in
the region.

(57) Hearing--Any proceeding at which evidence is taken
on the merits of the matters at issue, not including prehearing confer-
ences.

(58) Independent organization--An independent system
operator or other person that is sufficiently independent of any pro-
ducer or seller of electricity that its decisions will not be unduly
influenced by any producer or seller.

(59) Independent system operator--An entity supervising
the collective transmission facilities of a power region that is charged
with non-discriminatory coordination of market transactions, sys-
temwide transmission planning, and network reliability.

(60) Installed generation capacity--All potentially mar-
ketable electric generation capacity, including the capacity of:
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(A) generating facilities that are connected with a trans-
mission or distribution system;

(B) generating facilities used to generate electricity for
consumption by the person owning or controlling the facility; and

(C) generating facilities that will be connected with a
transmission or distribution system and operating within 12 months.

(61) Interconnection agreement--The standard form of
agreement that has been approved by the commission. The intercon-
nection agreement sets forth the contractual conditions under which
a company and a customer agree that one or more facilities may be
interconnected with the company's utility system.

(62) Licensing--The commission process for granting,
denial, renewal, revocation, suspension, annulment, withdrawal, or
amendment of a license.

(63) Load factor--The ratio of average load to peak load
during a specific period of time, expressed as a percent. The load fac-
tor indicates to what degree energy has been consumed compared to
maximum demand or utilization of units relative to total system capa-
bility.

(64) Low-income customer--An electric customer who re-
ceives assistance under the Supplemental Nutrition Assistance Pro-
gram (SNAP) from Texas Health and Human Services Commission
(HHSC) or medical assistance from a state agency administering a part
of the medical assistance program.

(65) Low-Income  List Administrator (LILA)--A
third-party administrator contracted by the commission to administer
aspects of the low-income customer identification process established
under PURA §17.007.

(66) Market power mitigation plan--A written proposal by
an electric utility or a power generation company for reducing its own-
ership and control of installed generation capacity as required by PURA
§39.154.

(67) Market value--For nonnuclear assets and certain nu-
clear assets, the value the assets would have if bought and sold in a
bona fide third-party transaction or transactions on the open market
under PURA §39.262(h) or, for certain nuclear assets, as described by
PURA §39.262(i), the value determined under the method provided by
that subsection.

(68) Master meter--A meter used to measure, for billing
purposes, all electric usage of an apartment house or mobile home park,
including common areas, common facilities, and dwelling units.

(69) Municipality--A city, incorporated village, or town,
existing, created, or organized under the general, home rule, or spe-
cial laws of the state.

(70) Municipally-owned utility (MOU)--Any utility
owned, operated, and controlled by a municipality or by a nonprofit
corporation whose directors are appointed by one or more municipali-
ties.

(71) Nameplate rating--The full-load continuous rating of a
generator under specified conditions as designated by the manufacturer.

(72) Native load customer--A wholesale or retail customer
on whose behalf an electric utility, electric cooperative, or municipally-
owned utility, by statute, franchise, regulatory requirement, or contract,
has an obligation to construct and operate its system to meet in a reliable
manner the electric needs of the customer.

(73) Natural gas energy credit (NGEC)--A tradable instru-
ment representing each megawatt of new generating capacity fueled by

natural gas, as authorized by PURA §39.9044 and implemented under
§25.172 of this title (relating to Goal for Natural Gas).

(74) Net book value--The original cost of an asset less ac-
cumulated depreciation.

(75) Net dependable capability--The maximum load in
megawatts, net of station use, that a generating unit or generating
station can carry under specified conditions for a given period of time
without exceeding approved limits of temperature and stress.

(76) Net-to-gross--A factor that is applied to convert gross
program impacts into net program impacts. The factor is calculated by
dividing net program savings by gross program savings and may ac-
count for variables that create differences between gross and net sav-
ings, such as free riders and spillover.

(77) New on-site generation--Electric generation with ca-
pacity greater than ten megawatts capable of being lawfully delivered
to the site without use of utility distribution or transmission facilities,
which was not, on or before December 31, 1999, either:

(A) A fully operational facility; or

(B) A project supported by substantially complete fil-
ings for all necessary site-specific environmental permits under the
rules of the Texas Commission on Environmental Quality (TCEQ) in
effect at the time of filing.

(78) Oft-grid renewable generation--The generation of re-
newable energy in an application that is not interconnected to a utility
transmission or distribution system.

(79) Other generation sources--A competitive retailer's or
affiliated retail electric provider's supply of generated electricity that is
not accounted for by a direct supply contract with an owner of genera-
tion assets.

(80) Person--Includes an individual, a partnership of two
or more persons having a joint or common interest, a mutual or coop-
erative association, and a corporation, but does not include an electric
cooperative.

(81) Power cost recovery factor (PCRF)--A charge or
credit that reflects an increase or decrease in purchased power costs
not in base rates.

(82) Power generation company (PGC)--A person that:

(A) generates electricity that is intended to be sold at
wholesale, including the owner or operator of electric energy storage
equipment or facilities to which the Public Utility Regulatory Act,
chapter 35, subchapter E applies;

(B) does not own a transmission or distribution facility
in this state, other than an essential interconnecting facility, a facility
not dedicated to public use, or a facility otherwise excluded from the
definition of "electric utility" under this section; and

(C) does not have a certificated service area, although
its affiliated electric utility or transmission and distribution utility may
have a certificated service area.

(83) Power marketer--A person who becomes an owner of
electric energy in this state for the purpose of selling the electric energy
at wholesale; does not own generation, transmission, or distribution
facilities in this state and does not have a certificated service area.

(84) Power region--A contiguous geographical area that is
a distinct region of the North American Electric Reliability Council.

(85) Pre-interconnection study--A study or studies that
may be undertaken by a utility in response to its receipt of a com-
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pleted application for interconnection and parallel operation with the
utility system at distribution voltage. Pre-interconnection studies may
include, but are not limited to, service studies, coordination studies,
and utility system impact studies.

(86) Premises--A tract of land or real estate or related com-
monly used tracts including buildings and other appurtenances thereon.

(87) Price to beat (PTB)--A price for electricity, as deter-
mined under PURA §39.202, charged by an affiliated retail electric
provider to eligible residential and small commercial customers in its
service area.

(88) Proceeding--A hearing, investigation, inquiry, or
other procedure for finding facts or making a decision, including
adopting, amending, or repealing a rule or setting a rate. The term
includes a denial of relief or dismissal of a complaint.

(89) Proprietary customer information--Any information
obtained by a retail electric provider, an electric utility, or a transmis-
sion and distribution business unit as defined in §25.275(c)(16) of this
title, on a customer in the course of providing electric service or by an
aggregator on a customer in the course of aggregating electric service
that makes possible the identification of any individual customer by
matching such information with the customer's name, address, account
number, type or classification of service, historical electricity usage,
expected patterns of use, types of facilities used in providing service,
individual contract terms and conditions, price, current charges,
billing records, or any information that the customer has expressly
requested not be disclosed. Information that is redacted or organized
in such a way as to make it impossible to identify the customer to
whom the information relates does not constitute proprietary customer
information.

(90) Provider of last resort (POLR)--A retail electric
provider (REP) certified in Texas that has been designated by the
commission to provide a basic, standard retail service package in
accordance with §25.43 of this title (relating to Provider of Last Resort
(POLR)).

(91) Public retail customer--A retail customer that is an
agency of this state, a state institution of higher education, a public
school district, or a political subdivision of this state.

(92) Public utility or utility--An electric utility as that term
is defined in this section, or a public utility or utility as those terms are
defined in PURA §51.002.

(93) Public Utility Regulatory Act (PURA)--The enabling
statute for the Public Utility Commission of Texas, located in the Texas
Utilities Code Annotated, §§11.001 et. seq.

(94) Purchased power market value--The value of demand
and energy bought and sold in a bona fide third-party transaction or
transactions on the open market and determined by using the weighted
average costs of the highest three offers from the market for purchase
of the demand and energy available under the existing purchased power
contracts.

(95) Qualified scheduling entity--A market participant that
is qualified by ERCOT in accordance with section 16, Registration and
Qualification of Market Participants of ERCOT's protocols, to submit
balanced schedules and ancillary services bids and settle payments with
ERCOT.

(96) Qualifying cogenerator- As defined by 16 U.S.C.
§796(18)(C). A qualifying cogenerator that provides electricity to the
purchaser of the cogenerator's thermal output is not for that reason
considered to be a retail electric provider or a power generation
company.

(97) Qualifying facility--A qualifying cogenerator or qual-
ifying small power producer.

(98) Qualifying small power producer- As defined by 16
U.S.C. §796(17)(D).

(99) Rate--A compensation, tariff, charge, fare, toll, rental,
or classification that is directly or indirectly demanded, observed,
charged, or collected by an electric utility for a service, product, or
commodity described in the definition of electric utility in this section
and a rule, practice, or contract affecting the compensation, tariff,
charge, fare, toll, rental, or classification that must be approved by a
regulatory authority.

(100) Rate class--A group of customers taking electric ser-
vice under the same rate schedule.

(101) Rate year--The 12-month period beginning with the
first date that rates become effective. The first date that rates become
effective may include, but is not limited to, the effective date for bonded
rates or the effective date for interim or temporary rates.

(102) Ratemaking proceeding--A proceeding in which a
rate may be changed.

(103) Registration agent--Entity designated by the com-
mission to administer registration and settlement, premise data, and
other processes concerning a customer's choice of retail electric
provider in the competitive electric market in Texas.

(104) Regulatory authority--In accordance with the context
where it is found, either the commission or the governing body of a
municipality.

(105) Renewable demand side management (DSM) tech-
nologies--Equipment that uses a renewable energy resource (renewable
resource) as defined in this section, that, when installed at a customer
site, reduces the customer's net purchases of energy (kWh), electrical
demand (kW), or both.

(106) Renewable energy--Energy derived from renewable
energy technologies.

(107) Renewable energy credit (REC)--A tradable instru-
ment representing the generation attributes of one MWh of electricity
from renewable energy sources, as authorized by the PURA §39.904
and implemented under §25.173(e) of this title (relating to Goal for Re-
newable Energy).

(108) Renewable energy credit account (REC ac-
count)--An account maintained by the renewable energy credits trading
program administrator for the purpose of tracking the production, sale,
transfer, purchase, and retirement of RECs by a program participant.

(109) Renewable energy resource (renewable resource)--A
resource that produces energy derived from renewable energy tech-
nologies.

(110) Renewable energy technology--Any technology that
exclusively relies on an energy source that is naturally regenerated over
a short time and derived directly from the sun, indirectly from the sun,
or from moving water or other natural movements and mechanisms of
the environment. Renewable energy technologies include those that
rely on energy derived directly from the sun, on wind, geothermal,
hydroelectric, wave, or tidal energy, or on biomass or biomass-based
waste products, including landfill gas. A renewable energy technology
does not rely on energy resources derived from fossil fuels, waste prod-
ucts from fossil fuels, or waste products from inorganic sources.

(111) Repowering--Modernizing or upgrading an existing
facility in order to increase its capacity or efficiency.
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(112) Residential customer--Retail customers classified as
residential by the applicable bundled utility tariff, unbundled transmis-
sion and distribution utility tariff or, in the absence of classification
under a residential rate class, those retail customers that are primar-
ily end users consuming electricity at the customer's place of residence
for personal, family or household purposes and who are not resellers
of electricity.

(113) Retail customer--The separately metered end-use
customer who purchases and ultimately consumes electricity.

(114) Retail electric provider (REP)--A person that sells
electric energy to retail customers in this state. A retail electric provider
may not own or operate generation assets. The term does not include
a person not otherwise a retail electric provider who owns or oper-
ates equipment used solely to provide electricity charging service for
consumption by an alternatively fueled vehicle, as defined by Section
502.004, Transportation Code.

(115) Retail electric provider (REP) of record--The REP
assigned to the electric service identifier (ESI ID) in ERCOT's data-
base. There can be no more than one REP of record assigned to an ESI
ID at any specific point in time.

(116) Retail stranded costs--That part of net stranded cost
associated with the provision of retail service.

(117) Retrofit--The installation of control technology on an
electric generating facility to reduce the emissions of nitrogen oxide,
sulfur dioxide, or both.

(118) River authority--A conservation and reclamation dis-
trict created under the Texas Constitution, article 16, section 59, includ-
ing any nonprofit corporation created by such a district pursuant to the
Texas Water Code, chapter 152, that is an electric utility.

(119) Rule--A statement of general applicability that im-
plements, interprets, or prescribes law or policy, or describes the pro-
cedure or practice requirements of the commission. The term includes
the amendment or repeal of a prior rule, but does not include statements
concerning only the internal management or organization of the com-
mission and not affecting private rights or procedures.

(120) Savings-to-investment ratio (SIR)--The ratio of the
present value of a customer's estimated lifetime electricity cost savings
from energy efficiency measures to the present value of the installation
costs of those energy efficiency measures, which include the cost of
any incidental repairs.

(121) Separately metered--Metered by an individual meter
that is used to measure electric energy consumption by a retail customer
and for which the customer is directly billed by a utility, retail electric
provider, electric cooperative, or municipally owned utility.

(122) Service--Has its broadest and most inclusive mean-
ing. The term includes any act performed, anything supplied, and any
facilities used or supplied by an electric utility in the performance of
its duties under PURA to its patrons, employees, other public utilities
or electric utilities, an electric cooperative, and the public. The term
also includes the interchange of facilities between two or more public
utilities or electric utilities.

(123) Spanish-speaking person--A person who speaks any
dialect of the Spanish language exclusively or as their primary lan-
guage.

(124) Standard meter--The minimum metering device nec-
essary to obtain the billing determinants required by the transmission
and distribution utility's tariff schedule to determine an end-use cus-
tomer's charges for transmission and distribution service.

(125) Stranded cost--The positive excess of the net book
value of generation assets over the market value of the assets, taking
into account all of the electric utility's generation assets, any above-
market purchased-power costs, and any deferred debit related to a util-
ity's discontinuance of the application of Statement of Financial Ac-
counting Standards Number 71 ("Accounting for the Effect of Certain
Types of Regulation") for generation-related assets if required by the
provisions of PURA Chapter 39. For purposes of PURA §39.262, book
value shall be established as of December 31, 2001, or the date a market
value is established through a market valuation method under PURA
§39.262(h), whichever is earlier, and shall include stranded costs in-
curred under PURA §39.263.

(126) Submetering--Metering of electricity consumption
on the customer side of the point at which the electric utility measures
electricity consumption for billing purposes.

(127) Summer net dependable capability--The net capabil-
ity of a generating unit in megawatts (MW) for daily planning and op-
erational purposes during the summer peak season, as determined in
accordance with requirements of the reliability council or independent
organization in which the unit operates.

(128)  Supply-side resource--A resource, including a stor-
age device, that provides electricity from fuels or renewable resources.

(129) System emergency--A condition on a utility's system
that is likely to result in imminent, significant disruption of service to
customers or is imminently likely to endanger life or property.

(130) Tariff--The schedule of a utility, municipally-owned
utility, or electric cooperative containing all rates and charges stated
separately by type of service, the rules and regulations of the utility, and
any contracts that affect rates, charges, terms or conditions of service.

(131) Termination of service--The cancellation or expira-
tion of a sales agreement or contract by a retail electric provider by
notification to the customer and the registration agent.

(132) Tenant--A person who is entitled to occupy a
dwelling unit to the exclusion of others and who is obligated to pay
for the occupancy under a written or oral rental agreement.

(133) Test year--The most recent 12 months for which op-
erating data for an electric utility, electric cooperative, or municipally-
owned utility are available and shall commence with a calendar quarter
or a fiscal year quarter.

(134) Texas jurisdictional installed generation capacity--
The amount of an affiliated power generation company's installed gen-
eration capacity properly allocable to the Texas jurisdiction. Such allo-
cation shall be calculated pursuant to an existing commission-approved
allocation study, or other such commission-approved methodology, and
may be adjusted as approved by the commission to reflect the effects
of divestiture or the installation of new generation facilities.

(135) Transition bonds--Bonds, debentures, notes, certifi-
cates, of participation or of beneficial interest, or other evidences of
indebtedness or ownership that are issued by an electric utility, its suc-
cessors, or an assignee under a financing order, that have a term not
longer than 15 years, and that are secured or payable from transition
property.

(136) Transition charges--Non-bypassable amounts to be
charged for the use or availability of electric services, approved by the
commission under a financing order to recover qualified costs, that shall
be collected by an electric utility, its successors, an assignee, or other
collection agents as provided for in a financing order.
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(137) Transmission and distribution business unit
(TDBU)--The business unit of a municipally owned utility/electric
cooperative, whether structurally unbundled as a separate legal entity
or functionally unbundled as a division, that owns or operates for com-
pensation in this state equipment or facilities to transmit or distribute
electricity at retail, except for facilities necessary to interconnect a
generation facility with the transmission or distribution network, a fa-
cility not dedicated to public use, or a facility otherwise excluded from
the definition of electric utility in a qualifying power region certified
under PURA §39.152. Transmission and distribution business unit
does not include a municipally owned utility/electric cooperative that
owns, controls, or is an affiliate of the transmission and distribution
business unit if the transmission and distribution business unit is orga-
nized as a separate corporation or other legally distinct entity. Except
as specifically authorized by statute, a transmission and distribution
business unit shall not provide competitive energy-related activities.

(138) Transmission and distribution utility (TDU)--A per-
son or river authority that owns, or operates for compensation in this
state equipment or facilities to transmit or distribute electricity, except
for facilities necessary to interconnect a generation facility with the
transmission or distribution network, a facility not dedicated to pub-
lic use, or a facility otherwise excluded from the definition of "electric
utility", in a qualifying power region certified under PURA §39.152,
but does not include a municipally owned utility or an electric cooper-
ative. The TDU may be a single utility or may be separate transmission
and distribution utilities.

(139) Transmission line--A power line that is operated at
60 kilovolts (kV) or above, when measured phase-to-phase.

(140) Transmission service--Service that allows a trans-
mission service customer to use the transmission and distribution
facilities of electric utilities, electric cooperatives and municipally
owned utilities to efficiently and economically utilize generation
resources to reliably serve its loads and to deliver power to another
transmission service customer. Includes construction or enlargement
of facilities, transmission over distribution facilities, control area
services, scheduling resources, regulation services, reactive power
support, voltage control, provision of operating reserves, and any other
associated electrical service the commission determines appropriate,
except that, on and after the implementation of customer choice in
any portion of the ERCOT region, control area services, scheduling
resources, regulation services, provision of operating reserves, and
reactive power support, voltage control and other services provided by
generation resources are not transmission service.

(141) Transmission service customer--A transmission
service provider, distribution service provider, river authority, munici-
pally-owned utility, electric cooperative, power generation company,
retail electric provider, federal power marketing agency, exempt
wholesale generator, qualifying facility, power marketer, or other
person whom the commission has determined to be eligible to be a
transmission service customer. A retail customer, as defined in this
section, may not be a transmission service customer.

(142) Transmission service provider (TSP)--An electric
utility, municipally-owned utility, or electric cooperative that owns or
operates facilities used for the transmission of electricity.

(143) Transmission system--The transmission facilities at
or above 60 kilovolts (kV) owned, controlled, operated, or supported
by a transmission service provider or transmission service customer
that are used to provide transmission service.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504614

Andrea Gonzalez

Rules Coordinator

Public Utility Commission of Texas

Effective date: January 1, 2026

Proposal publication date: September 5, 2025

For further information, please call: (512) 936-7244
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SUBCHAPTER H. ELECTRICAL PLANNING
DIVISION 2. ENERGY EFFICIENCY AND
CUSTOMER-OWNED RESOURCES

16 TAC §25.181, §25.182

The amended rules are adopted under the following provisions
of PURA: §14.001, which provides the commission the general
power to regulate and supervise the business of each public
utility within its jurisdiction and to do anything specifically des-
ignated or implied by PURA that is necessary and convenient to
the exercise of that power and jurisdiction; and §14.002, which
provides the commission with the authority to adopt and enforce
rules reasonably required in the exercise of its powers and juris-
diction; §36.204, which authorizes the commission to establish
rates for an electric utility that allow timely recovery of the reason-
able costs for conservation and load management, including ad-
ditional incentives for conservation and load management; and
§39.905, which requires the commission to establish an incen-
tive to reward utilities administering energy efficiency programs
that exceed the minimum goals established by PURA §39.905.

Cross reference to statutes: Public Utility Regulatory Act
§§14.001 and 14.002, §36.204, and §39.905.

$25.181.  Energy Efficiency Goal.
(a) Purpose. The purpose of this section is to ensure that:

(1) electric utilities administer energy efficiency incentive
programs in a market-neutral, nondiscriminatory manner and do not
offer competitive services, except as permitted in §25.343 of this title
(relating to Competitive Energy Services) or this section;

(2) all customers, in all eligible customer classes and all
areas of an electric utility's service area, have a choice of and access
to the utility's portfolio of energy efficiency programs that allow each
customer to reduce energy consumption, summer and winter peak de-
mand, or energy costs; and

(3) each electric utility annually provides, through mar-
ket-based standard offer programs, targeted market-transformation
programs, or utility self-delivered programs, program incentive
payments sufficient for residential and commercial customers, retail
electric providers, and energy efficiency service providers to acquire
additional cost-effective energy efficiency, subject to EECRF caps
established in §25.182(d)(7) of this title (relating to Energy Efficiency
Cost Recovery Factor), for the utility to achieve the goals in subsection
(e) of this section.

(b) Application. This section applies to electric utilities and
the Electric Reliability Council of Texas, Inc. (ERCOT).

(c) Definitions. The following terms, when used in this section
and in §25.182 of this title, have the following meanings unless the
context indicates otherwise:
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(1) Affiliate --

(A) A person who directly or indirectly owns or holds
at least 5.0% of the voting securities of an energy efficiency service
provider;

(B) A person in a chain of successive ownership of
at least 5.0% of the voting securities of an energy efficiency service
provider;

(C) A corporation that has at least 5.0% of its voting
securities owned or controlled, directly or indirectly, by an energy ef-
ficiency service provider;

(D) A corporation that has at least 5.0% of its voting
securities owned or controlled, directly or indirectly, by:

(i) aperson who directly or indirectly owns or con-
trols at least 5.0% of the voting securities of an energy efficiency ser-
vice provider; or

(i) a person in a chain of successive ownership of
at least 5.0% of the voting securities of an energy efficiency service
provider; or

(E) A person who is an officer or director of an energy
efficiency service provider or of a corporation in a chain of successive
ownership of at least 5.0% of the voting securities of an energy effi-
ciency service provider;

(F) A person who actually exercises substantial influ-
ence or control over the policies and actions of an energy efficiency
service provider;

(G) A person over which the energy efficiency service
provider exercises the control described in subparagraph (F) of this
paragraph;

(H) A person who exercises common control over an
energy efficiency service provider, where "exercising common control
over an energy efficiency service provider" means having the power,
either directly or indirectly, to direct or cause the direction of the man-
agement or policies of an energy efficiency service provider, without
regard to whether that power is established through ownership or vot-
ing of securities or any other direct or indirect means; or

(I) A person who, together with one or more persons
with whom the person is related by ownership, marriage or blood re-
lationship, or by action in concert, actually exercises substantial in-
fluence over the policies and actions of an energy efficiency service
provider even though neither person may qualify as an affiliate indi-
vidually.

(2) Baseline--A relevant condition that would have existed
in the absence of the energy efficiency project or program being im-
plemented, including energy consumption that would have occurred.
Baselines are used to calculate program-related demand and energy
savings. Baselines can be defined as either project-specific baselines
or performance standard baselines (e.g., building codes).

(3) Claimed savings--Values reported by an electric utility
after the energy efficiency activities have been completed, but prior to
the time an independent, third-party evaluation of the savings is per-
formed. As with projected savings estimates, these values may utilize
results of prior evaluations or values in technical reference manuals.
However, they are adjusted from projected savings estimates by cor-
recting for any known data errors and actual installation rates and may
also be adjusted with revised values for factors such as per-unit savings
values, operating hours, and savings persistence rates. Can be indicated
as first year, annual demand or energy savings, or lifetime energy or de-

mand savings values. Can be indicated as gross savings or net savings
values.

(4) Commercial customer--A non-residential customer
taking service at a point of delivery at a distribution voltage under an
electric utility's tariff during the prior program year or a non-profit
customer or government entity, including an educational institution.
For purposes of this section, each point of delivery must be considered
a separate customer.

(5) Conservation load factor--The ratio of the annual en-
ergy savings goal, in kilowatt hours (kWh), to the peak demand goal
for the year, measured in kilowatts (kW) and multiplied by the number
of hours in the year.

(6) Deemed savings calculation--An industry-wide engi-
neering algorithm used to calculate energy or demand savings of the
installed energy efficiency measure that has been developed from com-
mon practice that is widely considered acceptable for the measure and
purpose, and is applicable to the situation being evaluated. May in-
clude stipulated assumptions for one or more parameters in the algo-
rithm, but typically requires some data associated with actual installed
measure. An electric utility may use the calculation with documented
measure-specific assumptions, instead of energy and peak demand sav-
ings determined through measurement and verification activities or the
use of deemed savings.

(7) Deemed savings value--An estimate of energy or de-
mand savings for a single unit of an installed energy efficiency mea-
sure that has been developed from data sources and analytical methods
that are widely considered acceptable for the measure and purpose, and
is applicable to the situation being evaluated. An electric utility may
use deemed savings values instead of energy or peak demand savings
determined through measurement and verification activities.

(8) Eligible customers--Residential and commercial cus-
tomers. In addition, to the extent that they meet the criteria for par-
ticipation in load management standard offer programs developed for
industrial customers and implemented prior to May 1, 2007, industrial
customers are eligible customers solely for the purpose of participating
in such programs.

(9) Energy efficiency program--The aggregate of the en-
ergy efficiency activities carried out by an electric utility under this
section or a set of energy efficiency projects carried out by an electric
utility under the same name and operating rules.

(10) Energy efficiency service provider- A person or other
entity that installs energy efficiency measures or performs other energy
efficiency services under this section. An energy efficiency service
provider may be a retail electric provider or commercial customer, pro-
vided that the commercial customer has a peak load equal to or greater
than 50 kW. An energy efficiency service provider may also be a gov-
ernmental entity or a non-profit organization, but may not be an electric
utility.

(11)  Estimated useful life (EUL)--The number of years un-
til 50% of installed measures are still operable and providing savings,
and is used interchangeably with the term "measure life". The EUL
determines the period of time over which the benefits of the energy ef-
ficiency measure are expected to accrue.

(12) Evaluated savings--Savings estimates reported by the
evaluation, measurement and verification (EM&V) contractor after the
energy efficiency activities and an impact evaluation have been com-
pleted. Differs from claimed savings in that the EM&V contractor has
conducted some of the evaluation or verification activities. These val-
ues may rely on claimed savings for factors such as installation rates
and the Technical Reference Manual for values such as per unit sav-
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ings values and operating hours. These savings estimates may also
include adjustments to claimed savings for data errors, per unit savings
values, operating hours, installation rates, savings persistence rates, or
other considerations. Can be indicated as first year, annual demand or
energy savings, or lifetime energy or demand savings values. Can be
indicated as gross savings or net savings values.

(13) Evaluation--The conduct of any of a wide range of as-
sessment studies and other activities aimed at determining the effects
of a program; or aimed at understanding or documenting program per-
formance, program or program-related markets and market operations,
program-induced changes in energy efficiency markets, levels of de-
mand or energy savings, or program cost-effectiveness. Market assess-
ment, monitoring, and evaluation, and measurement and verification
(M&V) are aspects of evaluation.

(14) Free driver--Customers who do not directly partici-
pate in an energy efficiency program, but who undertake energy ef-
ficiency actions in response to program activity.

(15) Free rider--A program participant who would have
implemented the program measure or practice in the absence of the
program. Free riders can be total, in which the participant's activity
would have completely replicated the program measure; partial, in
which the participant's activity would have partially replicated the
program measure; or deferred, in which the participant's activity
would have completely replicated the program measure, but at a time
after the time the program measure was implemented.

(16) Growth in demand--The annual increase in demand in
the Texas portion of an electric utility's service area at time of peak
demand, as measured in accordance with this section.

(17)  Gross savings--The change in energy consumption or
demand that results directly from program-related actions taken by par-
ticipants in an efficiency program, regardless of why they participated.

(18) Hard-to-reach- A customer that meets one of the fol-
lowing criteria:

(A) is located in a county, city, or unincorporated area
with fewer than 2,000 housing units or a total population of 5,000 or
less; or

(B) isaresidential or commercial customer that the util-
ity has been unable to serve in at least one of the past five years due to
lack of available energy efficiency contractors or energy efficiency ser-
vice providers--the commercial customer must have a peak load less
than 50 kW, not be a government entity, and not be a subsidiary of a
corporation; or

(C) has alow income as defined in (25) of this subsec-
tion.

(19) Impact evaluation--An evaluation of the program-spe-
cific, directly induced changes (e.g., energy or demand reduction) at-
tributable to an energy efficiency program.

(20) Industrial customer--A for-profit entity engaged in an
industrial process taking electric service at transmission voltage, or a
for-profit entity engaged in an industrial process taking electric service
at distribution voltage that qualifies for a tax exemption under Tax Code
§151.317 and has submitted an identification notice under subsection
(u) of this section.

(21) Inspection--Examination of a project to verify that an
energy efficiency measure has been installed, is capable of performing
its intended function, and is producing an energy savings or demand re-
duction equivalent to the energy savings or demand reduction reported
towards meeting the energy efficiency goals of this section.

(22) Installation rate--The percentage of measures that re-
ceive a program incentive payment under an energy efficiency program
that are actually installed in a defined period of time. The installation
rate is calculated by dividing the number of measures installed by the
number of measures that receive a program incentive payment under
an efficiency program in a defined period of time.

(23) Lifetime energy (demand) savings--The energy (de-
mand) savings over the lifetime of an installed measure, project, or
program. May include consideration of measure estimated useful life,
technical degradation, and other factors. Can be gross or net savings.

(24) Load management--Activities that result in a reduc-
tion in peak demand, or a shifting of energy usage from a peak to an
off-peak period or from high-price periods to lower price periods.

(25) Low-income--A customer who:

(A) meets the criteria for "low-income" as determined
by the United States Department of Housing and Urban Development
(HUD) or the United States Department of Health and Human Services
(HHS) (i.e., resides in a household with an income level at or under
80% of the area median income based on family size, as calculated by
HUD, or resides in a household with an income at or under 200% of
the federal poverty guidelines based on family size, as calculated by
HHS); or

(B) resides in a household in which at least one person
receives economic assistance through a program listed in the Texas
technical reference manual for the applicable program year; or

(C) resides in a HUD-designated low-income housing
qualifying census tract or census block.

(26) Market transformation program--Strategic programs
intended to induce lasting structural or behavioral changes in the mar-
ket that result in increased adoption of energy efficient technologies,
services, and practices, as described in this section.

(27) Measurement and verification (M&V)--A subset of
program impact evaluation that is associated with the documentation
of energy or demand savings at individual sites or projects using one
or more methods that can involve measurements, engineering calcu-
lations, statistical analyses, or computer simulation modeling. M&V
approaches are defined in the International Performance Measurement
and Verification Protocol.

(28) Net savings--The total change in load that is attribut-
able to an energy efficiency program. This change in energy or demand
use must include, implicitly or explicitly, consideration of appropri-
ate factors. These factors may include free ridership, participant and
non-participant spillover, induced market effects, changes in the level
of energy service, or other non-program causes of changes in energy
use or demand.

(29) Non-participant spillover--Energy savings that occur
when a program non-participant installs energy efficiency measures or
applies energy savings practices as a result of a program's influence.

(30) Oft-peak period--Period during which the demand on
an electric utility system is not at or near its maximum. For the purpose
of this section, the off-peak period includes all hours that are not in the
peak period.

(31) Participant spillover--The additional energy savings
that occur when a program participant independently installs incremen-
tal energy efficiency measures or applies energy savings practices after
having participated in the efficiency program as a result of the pro-
gram's influence.
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(32) Peak demand--A distribution utility's highest annual
retail demand at the source, used to determine the utility's annual en-
ergy efficiency goal.

(33) Peak period--For the purpose of this section, the peak
period consists of the hours from one p.m. to seven p.m. during the
months of June, July, August, and September, and the hours of six a.m.
to ten a.m. and six p.m. to ten p.m. during the months of December,
January, and February.

(34) Program incentive payment--Payment made by a util-
ity to an energy efficiency service provider, an end-use customer, or
third-party contractor to implement or attract customers to energy effi-
ciency programs, including standard offer, market transformation and
self-delivered programs.

(35) Program year--A year in which an energy efficiency
incentive program is implemented, beginning January 1 and ending
December 31.

(36) Projected savings--Estimated program demand reduc-
tion or energy savings reported by an electric utility for planning pur-
poses.

(37) Self-delivered program--A program developed by a
utility in an area in which customer choice is not offered that provides
incentives directly to customers. The utility may use internal or exter-
nal resources to design and administer the program.

(38) Spillover--Reductions in energy consumption or de-
mand caused by the presence of an energy efficiency program, beyond
the program-related gross savings of the participants and without finan-
cial or technical assistance from the program. There can be participant
or non-participant spillover.

(39) Spillover rate--Estimate of energy savings attributable
to spillover expressed as a percent of savings installed by participants
through an energy efficiency program.

(40) Standard offer contract--A contract between an energy
efficiency service provider and a participating utility or between a par-
ticipating utility and a commercial customer specifying standard pay-
ments based upon the amount of energy and peak demand savings
achieved through energy efficiency measures, the measurement and
verification protocols, and other terms and conditions, consistent with
this section.

(41) Standard offer program--A program under which a
utility administers standard offer contracts between the utility and
energy efficiency service providers.

(42) Technical reference manual (TRM)--A resource docu-
ment compiled by the commission's EM&V contractor that includes in-
formation used in program planning and reporting of energy efficiency
programs. It can include savings values for measures, engineering al-
gorithms to calculate savings, impact factors to be applied to calculated
savings (e.g., net-to-gross values), protocols, source documentation,
specified assumptions, and other relevant material to support the cal-
culation of measure and program savings.

(43) Verification--An independent assessment that a pro-
gram has been implemented in accordance with the program design.
The objectives of measure installation verification are to confirm the in-
stallation rate, that the installation meets reasonable quality standards,
and that the measures are operating correctly and have the potential
to generate the predicted savings. Verification activities are generally
conducted during on-site surveys of a sample of projects. Project site
inspections, participant phone and mail surveys or implementer and
participant documentation review are typical activities associated with
verification. Verification is also a subset of evaluation.

(d) Cost-effectiveness standard. An energy efficiency pro-
gram is deemed to be cost-effective if the cost of the program to the
utility is less than or equal to the benefits of the program. Utilities are
encouraged to achieve demand reduction and energy savings through
a portfolio of cost-effective programs that exceed each utility's energy
efficiency goals while staying within the cost caps established in
§25.182(d)(7) of this title.

(1) The cost of a program includes the cost of program in-
centive payments, EM&V contractor costs, utility incentive, and actual
or allocated research and development and administrative costs. The
benefits of the program consist of the value of the demand reductions
and energy savings, measured in accordance with the avoided costs pre-
scribed in this subsection. The present value of the program benefits
must be calculated over the projected life of the measures installed or
implemented under the program.

(2) The avoided cost of capacity must be established in ac-
cordance with this paragraph.

(A) By November 1 of each year, commission staff
must file the avoided cost of capacity for the upcoming year, including
supporting data, in the commission's central records under the control
number for the energy efficiency implementation project.

(i) Staff must calculate the avoided cost of capac-
ity from the base overnight cost using the lower of a new conven-
tional combustion turbine or a new advanced combustion turbine, as
reported by the United States Department of Energy's Energy Infor-
mation Administration's (EIA) Cost and Performance Characteristics
of New Central Station Electricity Generating Technologies associated
with EIA's Annual Energy Outlook. If EIA cost data that reflects cur-
rent conditions in the industry does not exist, staff may establish an
avoided cost of capacity using another data source.

(ii) If the EIA base overnight cost of a new conven-
tional or an advanced combustion turbine, whichever is lower, is less
than $700 per kW, the avoided cost of capacity will be $80 per kW-year.
If the base overnight cost of a new conventional or advanced combus-
tion turbine, whichever is lower, is at or between $700 and $1,000 per
kW, the avoided cost of capacity will be $100 per kW-year. If the base
overnight cost of a new conventional or advanced combustion turbine,
whichever is lower, is greater than $1,000 per kW, the avoided cost of
capacity will be $120 per kW-year.

(iii) The avoided cost of capacity calculated by staff
may be challenged only by the filing of a petition within 45 days of the
date the avoided cost of capacity is filed in the commission's central
records under the control number for the energy efficiency implemen-
tation project described by paragraph (2)(A) of this subsection. The
petition must clearly describe the reasons commission's staft's avoided
cost calculation is incorrect, include supporting data and calculations,
and state the relief sought.

(B) A utility in an area in which customer choice is
not offered may petition the commission for authorization to use an
avoided cost of capacity different from the avoided cost determined
according to subparagraph (A) of this paragraph by filing a petition no
later than 45 days after the date the avoided cost of capacity calculated
by staff is filed in the commission's central records under the control
number for the energy efficiency implementation project described by
paragraph (2)(A) of this subsection. The petition must clearly describe
the reasons a different avoided cost should be used, include supporting
data and calculations, and state the relief sought. The avoided cost of
capacity proposed by the utility must be based on a generating resource
or purchase in the utility's resource acquisition plan and the terms of the
purchase or the cost of the resource must be disclosed in the filing.
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(3) The avoided cost of energy must be established in ac-
cordance with this paragraph.

(A) By April 1 of each year, ERCOT must file its calcu-
lation of the avoided cost of energy for the upcoming calendar year for
the ERCOT region under the control number for the energy efficiency
implementation project. ERCOT must calculate the avoided cost of en-
ergy by determining the load-weighted average of the competitive load
zone settlement point prices for the peak periods covering the seven
previous winter and summer peaks, except for the winter peak period
from December 2020 through February 2021. The avoided cost of en-
ergy calculated by ERCOT may be challenged only by the filing of
a petition within 45 days of the date the avoided cost of capacity is
filed by ERCOT in the commission's central records under the control
number for the energy efficiency implementation project described by
paragraph (2)(A) of this subsection. The petition must clearly describe
the reasons ERCOT's avoided cost of energy calculation is incorrect,
include supporting data and calculations, and state the relief sought.

(B) A utility in an area in which customer choice is
not offered may petition the commission for authorization to use an
avoided cost of energy other than that otherwise determined according
to this paragraph. The avoided cost of energy may be based on peak
period energy prices in an energy market operated by a regional trans-
mission organization if the utility participates in that market and the
prices are reported publicly. If the utility does not participate in such a
market, the avoided cost of energy may be based on the expected heat
rate of the gas-turbine generating technology specified in this subsec-
tion, multiplied by a publicly reported cost of natural gas.

(e) Annual energy efficiency goals.

(1) Anelectric utility must administer a portfolio of energy
efficiency programs to acquire, at a minimum, the following:

(A) Until the trigger described in subparagraph (B) of
this paragraph is reached, the utility must acquire a 30% reduction of
its annual growth in demand of residential and commercial customers.

(B) If the demand reduction goal to be acquired by a
utility under subparagraph (A) of this paragraph is equivalent to at least
four-tenths of 1% of its summer weather-adjusted peak demand for
the combined residential and commercial customers for the previous
program year, the utility must meet the energy efficiency goal described
in subparagraph (C) of this paragraph for each subsequent program
year.

(C) Once the trigger described in subparagraph (B) of
this paragraph is reached, the utility must acquire four-tenths of 1% of
its summer weather-adjusted peak demand for the combined residential
and commercial customers for the previous program year.

(D) Except as adjusted in accordance with subsection
(u) of this section, a utility's demand reduction goal in any year must
not be lower than its goal for the prior year, unless the commission
establishes a goal for a utility under paragraph (2) of this subsection.

(2) The commission may establish for a utility a lower goal
than the goal specified in paragraph (1) of this subsection, a higher
administrative spending cap than the cap specified under subsection
(g) of this section, or an EECRF greater than the cap specified in
§25.182(d)(7) of this title if the utility demonstrates that compliance
with that goal, administrative spending cap, or EECRF cost cap is
not reasonably possible and that good cause supports the lower goal,
higher administrative spending cap, or higher EECRF cost cap. To
be eligible for a lower goal, higher administrative spending cap,
or a higher EECRF cost cap, the utility must request a good cause
exception as part of its EECRF application under §25.182 of this title.

If approved, the good cause exception is limited to the program year
associated with the EECRF application.

(3) Each utility's demand-reduction goal must be calcu-
lated as follows:

(A) Each year's historical demand for residential and
commercial customers must be adjusted for weather fluctuations, us-
ing weather data for the most recent ten years. The utility's growth in
residential and commercial demand is based on the average growth in
retail load in the Texas portion of the utility's service area, measured at
the utility's annual system peak. The utility must calculate the average
growth rate for the prior five years.

(B) The demand goal for energy-efficiency savings fora
year under paragraph (1)(A) of this subsection is calculated by applying
the percentage goal to the average growth in peak demand, calculated
in accordance with subparagraph (A) of this paragraph. The annual de-
mand goal for energy efficiency savings under paragraph (1)(C) of this
subsection is calculated by applying the percentage goal to the utility's
summer weather-adjusted five-year average peak demand for the com-
bined residential and commercial customers. This annual peak demand
goal at the source is then converted to an equivalent goal at the meter
by applying reasonable line loss factors.

(C) A utility may submit for commission approval an
alternative method to calculate its growth in demand, for good cause.

(D) If a utility's prior five-year average load growth,
calculated under subparagraph (A) of this paragraph, is negative, the
utility must use the demand reduction goal calculated using the alter-
native method approved by the commission beginning with the 2013
program year or, if the commission has not approved an alternative
method, the utility must use the previous year's demand reduction goal.

(E) A utility must not claim savings obtained from en-
ergy efficiency measures funded through settlement orders or count
towards the utility incentive any savings obtained from grant funds
that have been awarded directly to the utility for energy efficiency pro-
grams.

(F) Demand reduction achieved through programs for
hard-to-reach customers must be no less than 5.0% of the utility's total
demand reduction goal.

(G) Utilities may apply demand reduction and energy
savings on a per project basis to summer or winter peak, but not to
both summer and winter peaks.

(4) Anelectric utility must administer a portfolio of energy
efficiency programs designed to meet an energy savings goal calculated
from its demand savings goal, using a 20% conservation load factor.

(5) Electric utilities must administer a portfolio of energy
efficiency programs to effectively and efficiently achieve the goals set
out in this section.

(A) Program incentive payments may be made under
standard offer contracts, market transformation contracts, or as part of
a self-delivered program for energy savings and demand reductions.
Each electric utility must establish standard program incentive pay-
ments to achieve the objectives of this section.

(B) Projects or measures under a standard offer, market
transformation, or self-delivered program are not eligible for program
incentive payments or compensation if:

(i) A project would achieve demand or energy re-
duction by eliminating an existing function, shutting down a facility or
operation, or would result in building vacancies or the re-location of
existing operations to a location outside of the area served by the util-
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ity conducting the program, except for an appliance recycling program
consistent with this section.

(ii) A measure would be adopted even in the absence
of the energy efficiency service provider's proposed energy efficiency
project, except in special cases, such as hard-to-reach and weatheriza-
tion programs, or where free riders are accounted for using a net to
gross adjustment of the avoided costs, or another method that achieves
the same result.

(iii) A project results in negative environmental or
health effects, including effects that result from improper disposal of
equipment and materials.

(C) Ineligibility under subparagraph (B) of this para-
graph does not apply to standard offer, market transformation, and
self-delivered programs aimed at energy code adoption, implementa-
tion, compliance, and enforcement under subsection (k) of this section,
nor does it preclude standard offer, market transformation, or self-de-
livered programs promoting energy efficiency measures also required
by energy codes to the degree such codes do not achieve full compli-
ance rates.

(D) A utility in an area in which customer choice is not
offered may achieve the goals of paragraphs (1) and (2) of this subsec-
tion by:

(i) providing a rebate or program incentive payment
directly to eligible residential and commercial customers for programs
implemented under this section; or

(ii) developing, subject to commission approval,
new programs other than standard offer programs and market transfor-
mation programs, to the extent that the new programs satisfy the same
cost-effectiveness standard as standard offer programs and market
transformation programs using the process outlined in subsection (q)
of this section.

(E) For a utility in an area in which customer choice is
offered, the utility may achieve the goal of this section in rural areas by
providing a rebate or program incentive payment directly to customers
after demonstrating to the commission in a contested case hearing that
the goal requirement cannot be met through the implementation of pro-
grams by retail electric providers or energy efficiency service providers
in the rural areas.

(f) Program incentive payments. The program incentive pay-
ments for each customer class must not exceed 100% of avoided cost,
as determined in accordance with this section. The program incentive
payments must be set by each utility with the objective of achieving
its energy and demand savings goals at the lowest reasonable cost per
program. Different program incentive levels may be established for
areas that have historically been underserved by the utility's energy ef-
ficiency programs or for other appropriate reasons. Ultilities may adjust
program incentive payments during the program year, but such adjust-
ments must be clearly publicized in the materials used by the utility
to set out the program rules and describe the programs to participating
energy efficiency service providers.

(g) Utility administration. The cost of administration in a pro-
gram year must not exceed 15% of a utility's total program costs for that
program year. The cost of research and development in a program year
must not exceed 10% of a utility's total program costs for that program
year. The cumulative cost of administration and research and devel-
opment must not exceed 20% of a utility's total program costs, unless
a good cause exception filed under subsection (¢)(2) of this section is
granted. Any portion of these costs that is not directly assignable to a
specific program must be allocated among the programs in proportion
to the program incentive costs. Any utility incentive awarded by the

commission must not be included in program costs for the purpose of
applying these limits.

(1) Administrative costs include all reasonable and neces-
sary costs incurred by a utility in carrying out its responsibilities under
this section, including:

(A) conducting informational activities designed to ex-
plain the standard offer programs and market transformation programs
to energy efficiency service providers, retail electric providers, and
vendors;

(B) for a utility offering self-delivered programs, inter-
nal utility costs to conduct outreach activities to customers and energy
efficiency service providers will be considered administration;

(C) providing informational programs to improve cus-
tomer awareness of energy efficiency programs and measures;

(D) reviewing and selecting energy efficiency programs
in accordance with this section;

(E) providing regular and special reports to the commis-
sion, including reports of energy and demand savings;

(F) autility's costs for an EECRF proceeding conducted
under §25.182(d) of this title;

(G) the costs paid by a utility pursuant to PURA
§33.023(b) for an EECRF proceeding conducted under §25.182(d) of
this title; however, these costs are not included in the administrative
caps applied in this paragraph; and

(H) any other activities that are necessary and appropri-
ate for successful program implementation.

(2) A utility must adopt measures to foster competition
among energy efficiency service providers for standard offer, market
transformation, and self-delivered programs, such as limiting the
number of projects or level of program incentive payments that a
single energy efficiency service provider and its affiliates is eligible
for and establishing funding set-asides for small projects.

(3) A utility may establish funding set-asides or other pro-
gram rules to foster participation in energy efficiency programs by mu-
nicipalities and other governmental entities.

(4) Electric utilities offering standard offer, market trans-
formation, and self-delivered programs must use standardized forms,
procedures, and program templates. The electric utility must file any
standardized materials, or any change to it, with the commission at least
60 days prior to its use. In filing such materials, the utility must pro-
vide an explanation of changes from the version of the materials that
was previously used. For standard offer, market transformation, and
self-delivered programs, the utility must provide relevant documents
to retail electric providers and energy efficiency service providers and
work collaboratively with them when it changes program documents,
to the extent that such changes are not considered in the energy effi-
ciency implementation project described in subsection (q) of this sec-
tion.

(5) Each electric utility in an area in which customer
choice is offered must conduct programs to encourage and facilitate
the participation of retail electric providers and energy efficiency
service providers in the delivery of efficiency and demand response
programs, including:

(A) Coordinating program rules, contracts, and pro-
gram incentive payments to facilitate the statewide marketing and
delivery of the same or similar programs by retail electric providers;
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(B) Setting aside amounts for programs to be delivered
to customers by retail electric providers and establishing program rules
and schedules that will give retail electric providers sufficient time to
plan, advertise, and conduct energy efficiency programs, while preserv-
ing the utility's ability to meet the goals in this section; and

(C) Working with retail electric providers and energy
efficiency service providers to evaluate the demand reductions and en-
ergy savings resulting from time-of-use prices; home-area network de-
vices, such as in-home displays; and other programs facilitated by ad-
vanced meters to determine the demand and energy savings from such
programs.

(h) Standard offer programs. A utility's standard offer program
must be implemented through program rules and standard offer con-
tracts that are consistent with this section. Standard offer contracts will
be available to any energy efficiency service provider that satisfies the
contract requirements prescribed by the utility under this section and
demonstrates that it is capable of managing energy efficiency projects
under an electric utility's energy efficiency program.

(i) Market transformation programs. Market transformation
programs are strategic efforts, including, but not limited to, program
incentive payments and education designed to reduce market barriers
for energy efficient technologies and practices. Market transformation
programs may be designed to obtain energy savings or peak demand re-
ductions beyond savings that are reasonably expected to be achieved as
aresult of current compliance levels with existing building codes appli-
cable to new buildings and equipment efficiency standards or standard
offer programs. Market transformation programs may also be specifi-
cally designed to express support for early adoption, implementation,
and enforcement of the most recent version of the International Energy
Conservation Code for residential or commercial buildings by local ju-
risdictions, express support for more effective implementation and en-
forcement of the state energy code and compliance with the state energy
code, and encourage utilization of the types of building components,
products, and services required to comply with such energy codes. The
existence of federal, state, or local governmental funding for, or en-
couragement to utilize, the types of building components, products, and
services required to comply with such energy codes does not prevent
utilities from offering programs to supplement governmental spending
and encouragement. Utilities should cooperate with the retail electric
providers, and, where possible, leverage existing industry-recognized
programs that have the potential to reduce demand and energy con-
sumption in Texas and consider statewide administration where appro-
priate. Market transformation programs may operate over a period of
more than one year and may demonstrate cost-effectiveness over a pe-
riod longer than one year.

(j) Self-delivered programs. A utility may use internal or
external resources to design, administer, and deliver self-delivered
programs. The programs must be tailored to the unique characteristics
of the utility's service area in order to attract customer and energy
efficiency service provider participation. The programs must meet
the same cost effectiveness requirements as standard offer and market
transformation programs.

(k) Requirements for standard offer, market transformation,
and self-delivered programs. A utility's standard offer, market transfor-
mation, and self-delivered programs must meet the requirements of this
subsection. A utility may conduct information and advertising cam-
paigns to foster participation in standard offer, market transformation,
and self-delivered programs.

(1) Standard offer, market transformation, and self-deliv-
ered programs:

(A) must describe the eligible customer classes and al-
locate funding among the classes on an equitable basis;

(B) may offer standard program incentive payments
and specify a schedule of payments that are sufficient to meet the
goals of the program, which must be consistent with this section,
or any revised payment formula adopted by the commission. The
program incentive payments may include both payments for energy
and demand savings, as appropriate;

(C) must not permit the provision of any product, ser-
vice, pricing benefit, or alternative terms or conditions to be condi-
tioned upon the purchase of any other good or service from the utility,
except that only customers taking transmission and distribution ser-
vices from a utility can participate in its energy efficiency programs;

(D) must provide for a complaint process that allows:

(i) an energy efficiency service provider to file a
complaint with the commission against a utility; and

(i) a customer to file a complaint with the utility
against an energy efficiency service provider;

(E) may permit the use of distributed renewable genera-
tion, geothermal, heat pump, solar water heater and combined heat and
power technologies, involving installations of ten megawatts or less;

(F) may factor in the estimated level of enforcement and
compliance with existing energy codes in determining energy and peak
demand savings; and

(G) may require energy efficiency service providers to
provide the following:

(i) a description of how the value of any program
incentive payment will be passed on to customers;

(ii) evidence of experience and good credit rating;
(iii)  a list of references;

(iv) all applicable licenses required under state law
and local building codes;

(v) evidence of all building permits required by gov-
erning jurisdictions; and

(vi) evidence of all necessary insurance.
(2) Standard offer and self-delivered programs:

(A) must require energy efficiency service providers to
identify peak demand and energy savings for each project in the pro-
posals they submit to the utility;

(B) must be neutral with respect to specific technolo-
gies, equipment, or fuels. Energy efficiency projects may lead to
switching from electricity to another energy source, provided that the
energy efficiency project results in overall lower energy costs, lower
energy consumption, and the installation of high efficiency equipment.
Utilities may not issue program incentive payments for a customer to
switch from gas appliances to electric appliances except in connection
with the installation of high efficiency combined heating and air
conditioning systems;

(C) must require that all projects result in a reduction
in purchased energy consumption, or peak demand, or a reduction in
energy costs for the end-use customer;

(D) must encourage comprehensive projects incorpo-
rating more than one energy efficiency measure;
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(E) must be limited to projects that result in consistent
and predictable energy or peak demand savings over an appropriate
period of time based on the life of the measure; and

(F) may permit a utility to use poor performance, in-
cluding customer complaints, as a criterion to limit or disqualify an
energy efficiency service provider or its affiliate from participating in
a program.

(3) A market transformation program must identify:
(A) program goals;

(B) market barriers the program is designed to over-

come;

(C) key intervention strategies for overcoming those
barriers;

(D) estimated costs and projected energy and capacity
savings;

(E) abaseline study that is appropriate in time and geo-
graphic region. In establishing a baseline, the study must consider the
level of regional implementation and enforcement of any applicable
energy code;

(F) program implementation timeline and milestones;

(G) a description of how the program will achieve
the transition from extensive market intervention activities toward a
largely self-sustaining market;

(H) amethod for measuring and verifying savings; and

(I) the period over which savings must be considered to
accrue, including a projected date by which the market will be suffi-
ciently transformed so that the program should be discontinued.

(4) A market transformation program must be designed to
achieve energy or peak demand savings, or both, and lasting changes in
the way energy efficient goods or services are distributed, purchased,
installed, or used over a defined period of time. A utility must use fair
competitive procedures to select energy efficiency service providers
to conduct a market transformation program, and must include in its
annual report the justification for the selection of an energy efficiency
service provider to conduct a market transformation program on a sole-
source basis.

(5) A load-control standard-offer program must not permit
an energy efficiency service provider to receive program incentive pay-
ments under the program for the same demand reduction benefit for
which it is compensated under a capacity-based demand response pro-
gram conducted by an independent organization, independent system
operator, or regional transmission operator. The qualified scheduling
entity representing an energy efficiency service provider is not prohib-
ited from receiving revenues from energy sold in ERCOT markets in
addition to any program incentive payment for demand reduction of-
fered under a utility load-control standard offer program.

(6) Utilities offering load management programs must
work with ERCOT and energy efficiency service providers to identify
eligible loads and must integrate such loads into the ERCOT mar-
kets to the extent feasible. Such integration must not preclude the
continued operation of utility load management programs that cannot
be feasibly integrated into the ERCOT markets or that continue to
provide separate and distinct benefits.

() Energy efficiency plans and reports (EEPR). Each electric
utility must file by April 1 of each year an energy efficiency plan and
report in a project annually designated for this purpose, as described
in this subsection and §25.183(d) of this title. The plan and report

must be filed as a searchable pdf document and in Excel format for all
included tables, with formulas intact, according to the commission's file
format standards in §22.72 of this title (relating to Formal Requisites
of Pleadings and Documents to be Filed with the Commission). The
utility's plan and report must include a completed attachment based on
the commission-prescribed Excel template.

(1) Each electric utility's energy efficiency plan and report
must describe how the utility intends to achieve the goals set forth in
this section and comply with the other requirements of this section. The
plan and report must be based on program years. The plan and report
must propose an annual budget sufficient to reach the goals specified
in this section.

(2) Each electric utility's plan and report must include:

(A) the utility's total actual and weather-adjusted peak
demand and actual and weather-adjusted peak demand for residential
and commercial customers for the previous five years, measured at the
source;

(B) the demand goal calculated in accordance with this
section for the current year and the following year, including documen-
tation of the demand, weather adjustments, and the calculation of the
goal;

(C) the utility's customers' total actual and weather-ad-
justed energy consumption and actual and weather-adjusted energy
consumption for residential and commercial customers for the previ-
ous five years;

(D) the energy goal calculated in accordance with this
section, including documentation of the energy consumption, weather
adjustments, and the calculation of the goal;

(E) adescription of existing energy efficiency programs
and an explanation of the extent to which these programs will be used
to meet the utility's energy efficiency goals;

(F) a description of each of the utility's energy effi-
ciency programs that were not included in the previous year's plan,
including measurement and verification plans if appropriate, and any
baseline studies and research reports or analyses supporting the value
of the new programs;

(G) an estimate of the energy and peak demand savings
to be obtained through each separate energy efficiency program;

(H) adescription of the customer classes targeted by the
utility's energy efficiency programs, specifying the size of the hard-to-
reach, residential, and commercial classes, and the methodology used
for estimating the size of each customer class;

(I) the proposed annual budget required to implement
the utility's energy efficiency programs, broken out by program for each
customer class, including hard-to-reach customers, and any set-asides
or budget restrictions adopted or proposed in accordance with this sec-
tion. The proposed budget must detail the program incentive payments
and utility administrative costs, including specific items for research
and information and outreach to energy efficiency service providers,
and other major administrative costs, and the basis for estimating the
proposed expenditures;

(J) adiscussion of the types of informational activities
the utility plans to use to encourage participation by customers, energy
efficiency service providers, and retail electric providers to participate
in energy efficiency programs, including the manner in which the utility
will provide notice of energy efficiency programs, and any other facts
that may be considered when evaluating a program;
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(K) the utility's performance in achieving its energy
goal and demand goal for the prior five years, as reported in annual
energy efficiency reports filed in accordance with this section;

(L) a comparison of projected savings (energy and de-
mand), reported savings, and verified savings for each of the utility's
energy efficiency programs for the prior two years;

(M) a description of the results of any market transfor-
mation program, including a comparison of the baseline and actual re-
sults and any adjustments to the milestones for a market transformation
program;

(N) adescription of self-delivered programs;

(O) expenditures for the prior five years for energy and
demand program incentive payments and program administration, by
program and customer class;

(P) funds that were committed but not spent during the
prior year, by program;

(Q) acomparison of actual and budgeted program costs,
including an explanation of any increase or decreases of more than 10%
in the cost of a program;

(R) information relating to energy and demand savings
achieved and the number of customers served by each program by cus-
tomer class;

(S) the utility's most recent EECRF, the revenue col-
lected through the EECREF, the utility's forecasted annual energy ef-
ficiency program expenditures in excess of the actual energy efficiency
revenues collected from base rates as described in §25.182(d)(2) of this
title, and the control number under which the most recent EECRF was
established;

(T) the amount of any over- or under-recovery of en-
ergy efficiency program costs whether collected through base rates or
the EECRF;

(U) alist of any counties that in the prior year were un-
der-served by the energy efficiency program;

(V) adescription of new or discontinued programs, in-
cluding pilot programs that are planned to be continued as full pro-
grams. For programs that are to be introduced or pilot programs that
are to be continued as full programs, the description must include the
budget and projected demand and energy savings;

(W) alink to the program manuals for the current pro-
gram year; and

(X) the calculations supporting the adjustments to re-
state the demand goal from the source to the meter and to restate the
energy efficiency savings from the meter to the source.

(m) Review of programs. Commission staff may initiate a pro-
ceeding to review a utility's energy efficiency programs. In addition, an
interested entity may request that the commission initiate a proceeding
to review a utility's energy efficiency programs.

(n) Inspection, measurement and verification. Each standard
offer, market transformation, and self-delivered program must include
use of an industry-accepted evaluation or measurement and verifica-
tion protocol, such as the International Performance Measurement and
Verification Protocol or a protocol approved by the commission, to doc-
ument and verify energy and peak demand savings to ensure that the
goals of this section are achieved. A utility must not provide an energy
efficiency service provider final compensation until the provider estab-
lishes that the work is complete and evaluation or measurement and
verification in accordance with the protocol verifies that the savings

will be achieved. However, a utility may provide an energy efficiency
service provider that offers behavioral programs incremental compen-
sation as work is performed. If inspection of one or more measures is
a part of the protocol, a utility must not provide an energy efficiency
service provider final compensation until the utility has conducted its
inspection on at least a sample of measures and the inspections confirm
that the work has been done. A utility must provide inspection reports
to commission staff within 20 days of staff's request.

(1) The energy efficiency service provider, or for self-de-
livered programs, the utility, is responsible for the determination and
documentation of energy and peak demand savings using the approved
evaluation and/or measurement and verification protocol, and may uti-
lize the services of an independent third party for such purposes.

(2) Commission-approved deemed energy and peak de-
mand savings may be used in lieu of the energy efficiency service
provider's measurement and verification, where applicable. The
deemed savings approved by the commission before December 31,
2007 are continued in effect, unless superseded by commission action.

(3) Where installed measures are employed, an energy ef-
ficiency service provider must verify that the measures contracted for
were installed before final payment is made to the energy efficiency
service provider, by obtaining the customer's signature certifying that
the measures were installed, or by other reasonably reliable means ap-
proved by the utility.

(4) For projects involving over 30 installations, a statisti-
cally significant sample of installations will be subject to on-site in-
spection in accordance with the protocol for the project to verify that
measures are installed and capable of performing their intended func-
tion. Inspection must occur within 30 days of notification of measure
installation.

(5) Projects of less than 30 installations may be aggregated
and a statistically significant sample of the aggregate installations will
be subject to on-site inspection in accordance with the protocol for the
projects to ensure that measures are installed and capable of perform-
ing their intended function. Inspection must occur within 30 days of
notification of measure installation.

(6) Where installed measures are employed, the sample
size for on-site inspections may be adjusted for an energy efficiency
service provider under a particular contract, based on the results of
prior inspections.

(o) Evaluation, measurement, and verification (EM&V).
The following defines the evaluation, measurement, and verification
(EM&V) framework. The goal of this framework is to ensure that
the programs are evaluated, measured, and verified using a consistent
process that allows for accurate estimation of energy and demand
impacts.

(1) EM&V objectives include:

(A) Documenting the impacts of the utilities' individ-
ual energy efficiency and load management portfolios, comparing their
performance with established goals, and determining cost-effective-
ness;

(B) Providing feedback for the commission, commis-
sion staff, utilities, and other stakeholders on program portfolio perfor-
mance; and

(C) Providing input into the utilities' and ERCOT's
planning activities.

(2) The principles that guide the EM&V activities in meet-
ing the primary EM&V objectives are:
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(A) Evaluators follow ethical guidelines.

(B) Important and relevant assumptions used by pro-
gram planners and administrators are reviewed as part of the EM&V
efforts.

(C) Allimportant and relevant EM&V assumptions and
calculations are documented and the reliability of results is indicated
in evaluation reports.

(D) The majority of evaluation expenditures and efforts
are in areas of greatest importance or uncertainty.

(3) The commission must select an entity to act as the com-
mission's EM&V contractor and conduct evaluation activities. The
EM&V contractor must operate under the commission's supervision
and oversight, and the EM&V contractor must offer independent anal-
ysis to the commission in order to assist in making decisions in the
public interest.

(A) Under the oversight of the commission staff and
with the assistance of utilities and other parties, the EM&V contrac-
tor will evaluate specific programs and the portfolio of programs for
each utility.

(B) The EM&V contractor must have the authority to
request data it considers necessary to fulfill its evaluation, measure-
ments, and verification responsibilities from the utilities. A utility must
make good faith efforts to provide complete, accurate, and timely re-
sponses to all EM&V contractor requests for documents, data, informa-
tion and other materials. The commission may on its own volition or
upon recommendation by staff require that a utility provide the EM&V
contractor with specific information.

(4) Evaluation activities will be conducted by the EM&V
contractor to meet the evaluation objectives defined in this section. Ac-
tivities must include, but are not limited to:

(A) Providing appropriate planning documents.

(B) Impact evaluations to determine and document ap-
propriate metrics for each utility's individual evaluated programs and
portfolio of all programs, annual portfolio evaluation reports, and ad-
ditional reports and services as defined by commission staff to meet the
EM&YV objectives.

(C) Preparation of a statewide technical reference man-
ual (TRM), including updates to such manual as defined in this subsec-
tion.

(5) The impact evaluation activities may include the use of
one or more evaluation approaches. Evaluation activities may also in-
clude, or just include, verification activities on a census or sample of
projects implemented by the utilities. Evaluations may also include the
use of due-diligence on utility-provided documentation as well as sur-
veys of program participants, non-participants, contractors, vendors,
and other market actors.

(6) The following apply to the development of a statewide
TRM by the EM&V contractor.

(A) The EM&YV contractor must use existing Texas, or
other state, deemed savings manual(s), protocols, and the work papers
used to develop the values in the manual(s), as a foundation for de-
veloping the TRM. The TRM must include applicability requirements
for each deemed savings value or deemed savings calculation. The
TRM may also include standardized EM&V protocols for determin-
ing or verifying energy and demand savings for particular measures or
programs. Utilities may apply TRM deemed savings values or deemed
savings calculations to a measure or program if the applicability crite-
ria are met.

(B) The TRM must be reviewed by the EM&V contrac-
tor at least annually, under a schedule determined by commission staff,
with the intention of preparing an updated TRM, if needed. In addition,
any utility or other stakeholder may request additions to or modifica-
tions to the TRM at any time with the provision of documentation for
the basis of such an addition or modification. At the discretion of com-
mission staff, the EM&V contractor may review such documentation
to prepare a recommendation with respect to the addition or modifica-
tion.

(C) Commission staff must approve any updated TRMs
through the energy efficiency implementation project. The approval
process for any TRM additions or modifications, not made during the
regular review schedule determined by commission staff, must include
a review by commission staff to determine if an addition or modifica-
tion is appropriate before an annual update. TRM changes approved
by staff may be challenged only by the filing of a petition within 45
days of the date that staff's approval is filed in the commission's central
records under the control number for the energy efficiency implemen-
tation project described by subsection (d)(2)(A) of this section. The
petition must clearly describe the reasons commission staff should not
have approved the TRM changes, include supporting data and calcula-
tions, and state the relief sought.

(D) Any changes to the TRM must be applied prospec-
tively to programs offered in the appropriate program year.

(E) The TRM must be publicly available.

(F) Utilities must utilize the values contained in the
TRM, unless the commission indicates otherwise.

(i)  For program year 2026, a utility must estimate
a peak period using the calculation method contained in the TRM
adopted in November 2025.

(ii) Starting with program year 2027, a utility must
estimate a peak period using the calculation method contained in the
most recently adopted TRM.

(7) The utilities must prepare projected savings estimates
and claimed savings estimates. The utilities must conduct their own
EM&V activities for purposes such as confirming any program incen-
tive payments to customers or contractors and preparing documentation
for internal and external reporting, including providing documentation
to the EM&V contractor. The EM&V contractor must prepare evalu-
ated savings for preparation of its evaluation reports and a realization
rate comparing evaluated savings with projected savings estimates or
claimed savings estimates.

(8) Baselines for preparation of TRM deemed savings val-
ues or deemed savings calculations or for other evaluation activities
must be defined by the EM&V contractor and commission staff must
review and approve them. When common practice baselines are de-
fined for determining gross energy or demand savings for a measure
or program, common practice may be documented by market studies.
Baselines must be defined by measure category as follows (deviations
from these specifications may be made with justification and approval
of commission staff):

(A) Baseline is existing conditions for the estimated re-
maining lifetime of existing equipment for early replacement of func-
tional equipment still within its current useful life. Baseline is appli-
cable code, standard or common practice for remaining lifetime of the
measure past the estimated remaining lifetime of existing equipment;

(B) Baseline is applicable code, standard or common
practice for replacement of functional equipment beyond its current
useful life;
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(C) Baseline is applicable code, standard or common
practice for unplanned replacements of failed equipment; and

(D) Baseline is applicable code, standard or common
practice for new construction or major tenant improvements.

(9) Relevant recommendations of the EM&V contractor
related to program design and reporting should be addressed in the
Energy Efficiency Implementation Project (EEIP) and considered for
implementation in future program years. The commission may require
a utility to implement the EM&V contractor's recommendations in a
future program year.

(10) The utilities must be assigned the EM&V costs in pro-
portion to their annual program costs and must pay the invoices ap-
proved by the commission. The commission must at least biennially
review the EM&V contractor's costs and establish a budget for its ser-
vices sufficient to pay for those services that it determines are economic
and beneficial to be performed.

(A) The funding of the EM&V contractor must be suf-
ficient to ensure the selection of an EM&V contractor in accordance
with the scope of EM&V activities outlined in this subsection.

(B) EM&V costs must be itemized in the utilities' an-
nual reports to the commission as a separate line item. The EM&V
costs must not count against the utility's cost caps or administration
spending caps.

(11) For the purpose of analysis, the utility must grant
the EM&V contractor access to data maintained in the utilities'
data tracking systems, including, but not limited to, the following
proprietary customer information: customer identifying information,
individual customer contracts, and load and usage data in accordance
with §25.272(g)(1)(A) of this title (relating to Code of Conduct for
Electric Utilities and Their Affiliates). Such information must be
treated as confidential information.

(A) The utility must maintain records for three years
that include the date, time, and nature of proprietary customer infor-
mation released to the EM&V contractor.

(B) The EM&V contractor must aggregate data in such
a way as to protect customer, retail electric provider, and energy effi-
ciency service provider proprietary information in any non-confidential
reports or filings the EM&V contractor prepares.

(C) The EM&V contractor must not utilize data pro-
vided or received under commission authority for any purposes out-
side the authorized scope of work the EM&V contractor performs for
the commission.

(D) The EM&V contractor providing services under
this section must not release any information it receives related to the
work performed unless directed to do so by the commission.

(p) Targeted low-income energy efficiency program.

(1) Each unbundled transmission and distribution utility
must include at least one targeted low-income energy efficiency
program in its energy efficiency plan, and a utility in an area in which
customer choice is not offered may include a targeted low-income
energy efficiency program in its energy efficiency plan.

(A) Savings achieved by the program must count to-
ward the utility's energy efficiency goal.

(B) A utility's targeted low-income program must in-
corporate a whole-house assessment that will evaluate all applicable
energy efficiency measures for which there are commission-approved
deemed savings. The cost-effectiveness of measures eligible to be

installed and the overall program must be evaluated using the Sav-
ings-to-Investment ratio.

(C) Any funds that are not obligated after July of a pro-
gram year may be made available for use in a hard-to-reach program.
However, such funds may not be used to satisfy the expenditure re-
quirement under paragraph (2)(A) of this subsection.

(D) Demand reduction achieved through a targeted
low-income energy efficiency program may not be used to satisfy
the hard-to-reach demand reduction requirement under subsection
(e)(3)(F) of this section.

(2) Elements of the targeted low-income energy efficiency
program required only for unbundled transmission and distribution util-
ities.

(A) Annual expenditures for a targeted low-income en-
ergy efficiency program must be at least 10% of the utility's energy
efficiency budget for the program year.

(B) The targeted low-income energy efficiency pro-
gram must comply with requirements listed in PURA §39.905(f):

(i) atargeted low-income energy efficiency program
must comply with the same audit requirements that apply to federal
weatherization subrecipients;

(ii) the Texas Department of Housing and Commu-
nity Affairs must participate in an energy efficiency cost recovery fac-
tor proceeding related to expenditures under this subsection to ensure
that a targeted low-income energy efficiency program is consistent with
federal weatherization programs and adequately funded; and

(it) in an energy efficiency cost recovery factor pro-
ceeding related to expenditures under this subsection, the commission
will make findings of fact regarding whether the utility meets require-
ments as described in this subsection.

(@) Energy Efficiency Implementation Project - EEIP. The
commission will use the EEIP to develop best practices in standard
offer market transformation, self-directed, pilot, or other programs,
modifications to programs, standardized forms and procedures, pro-
tocols, deemed savings estimates, program templates, and the overall
direction of the energy efficiency program established by this section.
Utilities must provide timely responses to questions posed by other
participants relevant to the tasks of the EEIP. Any recommendations
from the EEIP process must relate to future years as described in this
subsection.

(1) The following functions may also be undertaken in the
EEIP:

(A) development, discussion, and review of new
statewide standard offer programs;

(B) identification, discussion, design, and review of
new market transformation programs;

(C) determination of measures for which deemed sav-
ings are appropriate and participation in the development of deemed
savings estimates for those measures;

(D) review of and recommendations on the commission
EM&V contractor's reports;

(E) review of and recommendations on program incen-
tive payment levels and their adequacy to induce the desired level of
participation by energy efficiency service providers and customers;

(F) review of and recommendations on a utility's annual
energy efficiency plans and reports;

ADOPTED RULES December 26, 2025 50 TexReg 8599



(G) utility program portfolios and proposed energy ef-
ficiency spending levels for future program years;

(H) periodic reviews of the cost-effectiveness method-
ology; and

(I) other activities as identified by commission staff.

(2) The EEIP projects must be conducted by commission
staff. The commission's EM&V contractor's reports must be filed in
the project at a date determined by commission staff.

(3) A utility that intends to launch a program that is sub-
stantially different from other programs previously implemented by
any utility affected by this section must file a program template and
must provide notice of such to EEIP participants. Notice to EEIP par-
ticipants need not be provided if a program description or program tem-
plate for the new program is provided through the utility's annual en-
ergy efficiency report. Following the first year in which a program was
implemented, the utility must include the program results in the util-
ity's annual energy efficiency report.

(4) Participants in the EEIP may submit comments and re-
ply comments in the EEIP on dates established by commission staff.

(5) Any new programs or program redesigns must be sub-
mitted to the commission in a petition in a separate proceeding. The
approved changes must be available for use in the utilities' next EEPR
and EECREF filings. If the changes are not approved by the commission
by November 1 in a particular year, the first time that the changes must
be available for use is the second EEPR and EECRF filings made after
commission approval.

(6) Any interested entity that participates in the EEIP may
file a petition to the commission for consideration regarding changes
to programs.

(r) Retail providers. Each utility in an area in which customer
choice is offered must conduct outreach and information programs and
otherwise use its best efforts to encourage and facilitate the involve-
ment of retail electric providers as energy efficiency service companies
in the delivery of efficiency and demand response programs.

(s) Customer protection. Each energy efficiency service
provider that provides energy efficiency services to end-use customers
under this section must provide the disclosures and include the con-
tractual provisions required by this subsection, except for commercial
customers with a peak load exceeding 50 kW. Paragraph (1) of this
subsection does not apply to behavioral energy efficiency programs
that do not require a contract with a customer.

(1) Clear disclosure to the customer must be made of the
following:

(A) the customer's right to a cooling-off period of three
business days, in which the contract may be canceled, if applicable
under law;

(B) the name, telephone number, and street address of
the energy efficiency service provider and any subcontractor that will
be performing services at the customer's home or business;

(C) the fact that program incentive payments are made
to the energy efficiency services provider through a program funded
by utility customers, manufacturers or other entities and the amount of
any program incentives provided by the utility;

(D) the amount of any program incentive payment that
will be provided to the customer;

(E) notice of provisions that will be included in the cus-
tomer's contract, including warranties;

(F) the fact that the energy efficiency service provider
must measure and report to the utility the energy and peak demand
savings from installed energy efficiency measures;

(G) the liability insurance to cover property damage
carried by the energy efficiency service provider and any subcontrac-
tor;

(H) the financial arrangement between the energy effi-
ciency service provider and customer, including an explanation of the
total customer payments, the total expected interest charged, all possi-
ble penalties for non-payment, and whether the customer's installment
sales agreement may be sold;

(I) the fact that the energy efficiency service provider is
not part of or endorsed by the commission or the utility; and

(J) adescription of the complaint procedure established
by the utility under this section, and toll-free numbers for the Consumer
Protection Division of the Public Utility Commission of Texas, and the
Office of Attorney General's Consumer Protection Hotline.

(2) The energy efficiency service provider's contract with
the customer, where such a contract is employed, must include:

(A) work activities, completion dates, and the terms and
conditions that protect residential customers in the event of non-perfor-
mance by the energy efficiency service provider;

(B) provisions prohibiting the waiver of consumer pro-
tection statutes, performance warranties, false claims of energy savings
and reductions in energy costs;

(C) a disclosure notifying the customer that consump-
tion data may be disclosed to the EM&V contractor for evaluation pur-
poses; and

(D) a complaint procedure to address performance is-
sues by the energy efficiency service provider or a subcontractor.

(3) When an energy efficiency service provider completes
the installation of measures for a customer, it must provide the customer
an "All Bills Paid" affidavit to protect against claims of subcontractors.

(t) Grandfathered programs. An electric utility that offered a
load management standard offer program for industrial customers prior
to May 1, 2007 must continue to make the program available, at 2007
funding and participation levels, and may include additional customers
in the program to maintain these funding and participation levels.

(u) Industrial customer opt-out. An industrial customer taking
electric service at distribution voltage may submit a notice identifying
the distribution accounts for which it qualifies under subsection (c)(20)
of this section. The identification notice must be submitted directly
to the customer's utility. An identification notice submitted under this
section must be renewed every three years. Each identification notice
must include the name of the industrial customer, a copy of the cus-
tomer's Texas Sales and Use Tax Exemption Certification (under Tax
Code §151.317), a description of the industrial process taking place at
the consuming facilities, and the customer's applicable account number
or ESID number. The identification notice is limited solely to the me-
tered point of delivery of the industrial process taking place at the con-
suming facilities. The account number or ESID number identified by
the industrial customer under this section must not be charged for any
costs associated with programs provided under this section, including
any utility incentive awarded; nor must the identified facilities be eli-
gible to participate in utility-administered energy efficiency programs
during the term. Notices must be submitted not later than February 1
to be effective for the following program year. A utility's demand re-
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duction goal must be adjusted to remove any load that is lost as a result
of this subsection.

(v) Administrative penalty. The commission may impose an
administrative penalty or other sanction if the utility fails to meet a goal
for energy efficiency under this section. Factors, to the extent they are
outside of the utility's control, that may be considered in determining
whether to impose a sanction for the utility's failure to meet the goal
include:

(1) the level of demand by retail electric providers and en-
ergy efficiency service providers for program incentive payments made
by the utility through its programs;

(2) changes in building energy codes; and

(3) changes in government-imposed appliance or equip-
ment efficiency standards.

$25.182.  Energy Efficiency Cost Recovery Factor.
(a) Purpose. The purpose of'this section is to implement Public
Utility Regulatory Act (PURA) §39.905 and establish:

(1) anenergy efficiency cost recovery factor (EECRF) that
enables an electric utility to timely recover the reasonable costs of
providing a portfolio of cost-effective energy efficiency programs that
complies with this section and §25.181 of this title (relating to Energy
Efficiency Goal).

(2) a utility incentive to reward an electric utility that ex-
ceeds its demand and energy reduction goals under the requirements of
§25.181 of this title at a cost that does not exceed the cost caps estab-
lished in subsection (d)(7) of this section.

(b) Application. This section applies to electric utilities.

(c) Definitions. The definitions provided in §25.181(c) of this
title also apply in this section. The following terms, when used in this
section, have the following meaning unless the context indicates oth-
erwise:

(1) Billing determinants--The measures of energy con-
sumption or load used to calculate a customer's bill or to determine the
aggregate revenue from rates from all customers.

(2) Rate class--For the purpose of calculating EECRF rates,
autility's rate classes are those retail rate classes approved in the utility's
most recent base-rate proceeding, excluding non-eligible customers.

(d) Cost recovery. A utility must establish an EECRF that
complies with this subsection to timely recover the reasonable costs of
providing a portfolio of cost-effective energy efficiency programs un-
der §25.181 of this title. Each utility must file its application according
to the commission's file format standards in §22.72 of this title (relating
to Formal Requisites of Pleadings and Documents to be Filed with the
Commission).

(1) The EECRF must be calculated based on the following:

(A) The utility's forecasted annual energy efficiency
program expenditures, the preceding year's over- or under-recovery
including interest and municipal and utility EECRF proceeding ex-
penses, any utility incentive earned under subsection (e) of this section,
and evaluation, measurement, and verification (EM&V) contractor
costs allocated to the utility by the commission for the preceding year
under §25.181 of this title.

(B) For a utility that collects any amount of energy ef-
ficiency costs in its base rates, the amounts described in subparagraph
(A) of'this paragraph in excess of the actual energy efficiency revenues
collected from base rates as described in paragraph (2) of this subsec-
tion.

(2) The commission may approve an EECRF for each eli-
gible rate class. The costs must be directly assigned to each rate class
that received services under the programs to the maximum extent rea-
sonably possible. In its EECRF proceeding, a utility may request a
good cause exception to combine one or more rate classes, each con-
taining fewer than 20 customers, with a similar rate class that received
services under the same energy efficiency programs in the preceding
year. For each rate class, the under- or over-recovery of the energy ef-
ficiency costs must be the difference between actual EECRF revenues
and actual costs for that class that comply with paragraph (12) of this
subsection, including interest applied on such over- or under-recov-
ery calculated by rate class and compounded on an annual basis for a
two-year period using the annual interest rates authorized by the com-
mission for over- and under-billing for the year in which the over- or
under-recovery occurred and the immediately subsequent year. Where
a utility collects energy efficiency costs in its base rates, actual energy
efficiency revenues collected from base rates consist of the amount of
energy efficiency costs expressly included in base rates, adjusted to
account for changes in billing determinants from the test year billing
determinants used to set rates in the last base rate proceeding.

(3) A proceeding conducted under this subsection is a
ratemaking proceeding for purposes of PURA §33.023 and §36.061.
EECREF proceeding expenses must be included in the EECRF calcu-
lated under paragraph (1) of this subsection as follows:

(A) Forautility's EECRF proceeding expenses, the util-
ity may include only its expenses for the immediately previous EECRF
proceeding conducted under this subsection.

(B) For municipalities' EECRF proceeding expenses,
the utility may include only expenses paid or owed for the immediately
previous EECRF proceeding conducted under this subsection for
services reimbursable under PURA §33.023(b).

(4) Base rates must not be set to recover energy efficiency
costs.

(5) [Ifautility recovers energy efficiency costs through base
rates, the EECRF may be changed in a general rate proceeding. If
a utility is not recovering energy efficiency costs through base rates,
the EECRF may be adjusted only in an EECRF proceeding under this
subsection.

(6) For residential customers and for non-residential rate
classes whose base rates do not provide for demand charges, the
EECREF rates must be designed to provide only for energy charges.
For non-residential rate classes whose base rates provide for demand
charges, the EECRF rates must provide for energy charges or demand
charges, but not both. Any EECRF demand charge must not be billed
using a demand ratchet mechanism.

(7) The total EECREF costs outlined in paragraph (1) of this
subsection, excluding EM&V costs, excluding municipal EECRF pro-
ceeding expenses, and excluding any interest amounts applied to over-
or under-recoveries, must not exceed the amounts prescribed in this
paragraph unless a good cause exception filed under §25.181(e)(2) of
this title is granted.

(A) For residential customers for program year 2018,
$0.001263 per kWh increased or decreased by a rate equal to the 2016
calendar year's percentage change in the South urban consumer price
index (CPI), as determined by the Federal Bureau of Labor Statistics;
and

(B) For commercial customers for program year 2018,
rates designed to recover revenues equal to $0.000790 per kWh in-
creased or decreased by a rate equal to the 2016 calendar year's per-
centage change in the South urban CPI, as determined by the Federal
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Bureau of Labor Statistics times the aggregate of all eligible commer-
cial customers' kWh consumption.

(C) For the 2019 program year and thereafter, the res-
idential and commercial cost caps must be calculated to be the prior
period's cost caps increased or decreased by a rate equal to the most re-
cently available calendar year's percentage change in the South urban
CPI, as determined by the Federal Bureau of Labor Statistics.

(8) Not later than May 1 of each year, a utility in an area in
which customer choice is not offered must apply to adjust its EECRF
effective January 1 of the following year. Not later than June 1 of
each year, a utility in an area in which customer choice is offered must
apply to adjust its EECRF effective March 1 of the following year. If
a utility is in an area in which customer choice is offered in some but
not all parts of its service area and files one energy efficiency plan and
report covering all of its service area, the utility must apply to adjust the
EECREF not later than May 1 of each year, with the EECRF effective
January 1 in the parts of its service area in which customer choice is not
offered and March 1 in the parts of its service area in which customer
choice is offered.

(9) Upon a utility's filing of an application to establish a
new EECREF or adjust an EECREF, the presiding officer must set a pro-
cedural schedule that will enable the commission to issue a final order
in the proceeding required by subparagraphs (A), (B), and (C) of this
paragraph as follows:

(A) For a utility in an area in which customer choice
is not offered, the presiding officer must set a procedural schedule that
will enable the commission to issue a final order in the proceeding prior
to the January 1 effective date of the new or adjusted EECRF, except
where good cause supports a different procedural schedule.

(B) For a utility in an area in which customer choice is
offered, the effective date of a new or adjusted EECRF must be March
1. The presiding officer must set a procedural schedule that will en-
able the utility to file an EECRF compliance tariff consistent with the
final order within ten days of the date of the final order. The procedural
schedule must also provide that the compliance filing date will be at
least 45 days before the effective date of March 1. The effective date
of any new or adjusted EECRF must occur at least 45 days after the util-
ity files a compliance tariff consistent with a final order approving the
new or adjusted EECRF. The utility must serve notice of the approved
rates and the effective date of the approved rates by the working day
after the utility files a compliance tariff consistent with the final order
approving the new or adjusted EECRF to retail electric providers that
are authorized by the registration agent to provide service in the util-
ity's service area. Notice under this subparagraph may be served by
email. The procedural schedule may be extended for good cause, but
the effective date of any new or adjusted EECRF must occur at least
45 days after the utility files a compliance tariff consistent with a final
order approving the new or adjusted EECRF. The utility may not serve
notice of the approved rates and the effective date of the approved rates
to retail electric providers that are authorized by the registration agent
to provide service in the utility's service area more than one working
day after the utility files the compliance tariff.

(C) For a utility in an area in which customer choice is
offered in some but not all parts of its service area and that files one
energy efficiency plan and report covering all of its service area, the
presiding officer must set a procedural schedule that will enable the
commission to issue a final order in the proceeding prior to the January
1 effective date of the new or adjusted EECRF for the areas in which
customer choice is not offered, except where good cause supports a
different schedule. For areas in which customer choice is offered, the
effective date of the new or adjusted EECRF must be March 1. The

presiding officer must set a procedural schedule that will enable the
utility to file an EECRF compliance tariff consistent with the final or-
der within ten days of the date of the final order. The procedural sched-
ule must also provide that the compliance filing date will be at least
45 days before the effective date of March 1. The effective date of any
new or adjusted EECRF must occur at least 45 days after the utility files
a compliance tariff consistent with a final order approving the new or
adjusted EECRF. The utility must serve notice of the approved rates
and the effective date of the approved rates by the working day after
the utility files a compliance tariff consistent with the final order ap-
proving the new or adjusted EECRF to retail electric providers that are
authorized by the registration agent to provide service in the utility's
service area. Notice under this subparagraph of this paragraph may be
served by email. The procedural schedule may be extended for good
cause, but the effective date of any new or adjusted EECRF must oc-
cur at least 45 days after the utility files a compliance tariff consistent
with a final order approving the new or adjusted EECRF. The utility
may not serve notice of the approved rates and the effective date of
the approved rates to retail electric providers that are authorized by the
registration agent to provide service in the utility's service area more
than one working day after the utility files the compliance tariff.

(D) If no hearing is requested within 30 days of the fil-
ing of the application, the presiding officer must set a procedural sched-
ule that will enable the commission to issue a final order in the proceed-
ing within 90 days after a sufficient application was filed; or

(E) Ifahearing is requested within 30 days of the filing
of the application, the presiding officer must set a procedural schedule
that will enable the commission to issue a final order in the proceeding
within 180 days after a sufficient application was filed. If a hearing is
requested, the hearing will be held no earlier than the first working day
after the 45th day after a sufficient application is filed.

(10) A utility's application to establish or adjust an EECRF
must include the utility's most recent energy efficiency plan and report,
consistent with §25.181(1) and §25.183(d) of this title, as well as tes-
timony and schedules, in Excel format with formulas intact, showing
the following, by rate class, for the prior program year and the program
year for which the proposed EECRF will be collected as appropriate:

(A) the utility's forecasted energy efficiency costs;

(B) the actual base rate recovery of energy efficiency
costs, adjusted for changes in load and usage subsequent to the last
base rate proceeding, with supporting calculations;

(C) a calculation showing whether the utility qualifies
for a utility incentive and the amount that it calculates to have earned
for the prior year;

(D) any adjustment for past over- or under-recovery of
energy efficiency revenues, including interest;

(E) information concerning the calculation of billing
determinants for the preceding year and for the year in which the
EECREF is expected to be in effect;

(F) the direct assignment and allocation of energy effi-
ciency costs to the utility's eligible rate classes, including any portion
of energy efficiency costs included in base rates, provided that the util-
ity's actual EECRF expenditures by rate class may deviate from the
projected expenditures by rate class, to the extent doing so does not
exceed the cost caps in paragraph (7) of this subsection;

(G) information concerning calculations related to the
requirements of paragraph (7) of this subsection;

(H) the program incentive payments by the utility, by
program, including a list of each energy efficiency administrator or ser-
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vice provider receiving more than 5% of the utility's overall program
incentive payments and the percentage of the utility's program incen-
tive payments received by those providers. Such information may be
treated as confidential;

(D) the utility's administrative costs, including any affil-
iate costs and EECRF proceeding expenses and an explanation of both;

(J) the actual EECRF revenues by rate class for any
period for which the utility calculates an under- or over-recovery of
EECRF costs;

(K) the utility's bidding and engagement process for
contracting with energy efficiency service providers, including a
list of all energy efficiency service providers that participated in the
utility programs and contractors paid with funds collected through the
EECRE. Such information may be treated as confidential;

(L) the estimated useful life used for each measure in
each program, or a link to the information if publicly available; and

(M) any other information that supports the determina-
tion of the EECRF.

(11)  The following factors must be included in the applica-
tion, as applicable, to support the recovery of energy efficiency costs
under this subsection.

(A) the costs are less than or equal to the benefits of the
programs, as calculated in §25.181(d) of this title;

(B) the program portfolio was implemented in accor-
dance with recommendations made by the commission's EM&V con-
tractor and approved by the commission and the EM&V contractor has
found no material deficiencies in the utility's administration of its port-
folio of energy efficiency programs under §25.181 of this title. This
subparagraph does not preclude parties from examining and challeng-
ing the reasonableness of a utility's energy efficiency program expenses
nor does it limit the commission's ability to address the reasonableness
of a utility's energy efficiency program expenses;

(C) if a utility is in an area in which customer choice
is offered and is subject to the requirements of PURA §39.905(f), the
utility met its targeted low-income energy efficiency requirements un-
der §25.181 of this title;

(D) existing market conditions in the utility's service
territory affected its ability to implement one or more of its energy ef-
ficiency programs or affected its costs;

(E) theutility's costs incurred and achievements accom-
plished in the previous year or estimated for the year the requested
EECRF will be in effect are consistent with the utility's energy ef-
ficiency program costs and achievements in previous years notwith-
standing any recommendations or comments by the EM&V contractor;

(F) changed circumstances in the utility's service area
since the commission approved the utility's budget for the implemen-
tation year that affect the ability of the utility to implement any of its
energy efficiency programs or its energy efficiency costs;

(G) the number of energy efficiency service providers
operating in the utility's service territory affects the ability of the utility
to implement any of its energy efficiency programs or its energy effi-
ciency costs;

(H) customer participation in the utility's prior years'
energy efficiency programs affects customer participation in the util-
ity's energy efficiency programs in previous years or its proposed pro-
grams underlying its EECRF request and the extent to which program

costs were expended to generate more participation or transform the
market for the utility's programs;

(D) the utility's energy efficiency costs for the previous
year or estimated for the year the requested EECRF will be in effect
are comparable to costs in other markets with similar conditions; and

(J) the utility has set its program incentive payments
with the objective of achieving its energy and demand goals under
§25.181 of this title at the lowest reasonable cost per program.

(12) The scope of an EECRF proceeding includes the ex-
tent to which the costs recovered through the EECRF complied with
PURA §39.905, this section, and §25.181 of this title; the extent to
which the costs recovered were reasonable and necessary to reduce de-
mand and energy growth; and a determination of whether the costs to
be recovered through an EECRF are reasonable estimates of the costs
necessary to provide energy efficiency programs and to meet or exceed
the utility's energy efficiency goals. The proceeding will not include a
review of program design to the extent that the programs complied with
the energy efficiency implementation project (EEIP) process defined in
§25.181(q) of this title. The commission will not allow recovery of ex-
penses that are designated as non-recoverable under §25.231(b)(2) of
this title (relating to Cost of Service).

(13) Notice of a utility's filing of an EECRF application is
reasonable if the utility provides in writing a general description of the
application and the docket number assigned to the application within
seven days of the application filing date to:

(A) All parties in the utility's most recent completed
EECRF docket;

(B) All retail electric providers that are authorized by
the registration agent to provide service in the utility's service area at
the time the EECRF application is filed;

(C) All parties in the utility's most recent completed
base-rate proceeding; and

(D) The state agency that administers the federal weath-
erization program.

(14) The utility must file an affidavit attesting to the com-
pletion of notice within 14 days after the application is filed.

(15) The commission may approve a utility's request to es-
tablish an EECRF revenue requirement or EECRF rates that are lower
than the amounts otherwise determined under this section.

(e) Utility incentive. To receive a utility incentive, a utility
must exceed its demand and energy reduction goals established in
§25.181 of this title at a cost that does not exceed the cost caps
established in subsection (d)(7) of this section. The utility incentive
must be based on the utility's energy efficiency achievements for the
previous program year. The utility incentive calculation must not
include demand or energy savings that result from programs other than
programs implemented under §25.181 of this title.

(1) The utility incentive allows a utility to receive a share
of the net benefits realized in exceeding its demand reduction goal es-
tablished according to §25.181 of this title.

(2) Net benefits are calculated as the sum of total avoided
cost associated with the eligible programs administered by the utility
minus the sum of all program costs. Program costs include the cost
of program incentive payments, incurred EM&V contractor costs, any
utility incentive awarded to the utility, and actual or allocated research
and development and administrative costs, but do not include any inter-
est amounts applied to over- or under-recoveries. Total avoided costs
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and program costs must be calculated in accordance with this section
and §25.181 of this title.

(3) If autility exceeds 100% of its demand and energy re-
duction goals, it will receive a utility incentive. The utility incentive
is calculated as 1% of the applicable program year's net benefits for
every 2% that the demand reduction goal has been exceeded, with a
maximum of 5% of the utility's total net benefits.

(4) The commission may reduce the utility incentive oth-
erwise permitted under this subsection for a utility with a lower goal,
higher administrative spending cap, or higher EECRF cost cap estab-
lished by the commission under §25.181(e)(2) of this title. The utility
incentive will be considered in the EECRF proceeding in which the
utility incentive is requested.

(5) In calculating net benefits to determine a utility incen-
tive, a discount rate equal to the utility's weighted average cost of cap-
ital of the utility and an escalation rate of 2% must be used. The utility
must provide documentation for the net benefits calculation, including,
but not limited to, the weighted average cost of capital, useful life of
equipment or measure, and quantity of each measure implemented.

(6) The utility incentive must be allocated in proportion
to the program costs associated with meeting the demand and energy
goals under §25.181 of this title and allocated to eligible customers on
a rate class basis.

(7) A utility incentive earned under this section must not
be included in the utility's revenues or net income for the purpose of
establishing a utility's rates or commission assessment of its earnings.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504615

Andrea Gonzalez

Rules Coordinator

Public Utility Commission of Texas

Effective date: January 1, 2026

Proposal publication date: September 5, 2025

For further information, please call: (512) 936-7244

¢ ¢ ¢

SUBCHAPTER C. INFRASTRUCTURE AND
RELIABILITY
16 TAC §25.53

The Public Utility Commission of Texas (commission) adopted
amendments to 16 Texas Administrative Code (TAC) §25.53,
relating to Electric Service Emergency Operations Plans with
changes to the proposed text as published in the September
5, 2025 issue of the Texas Register (50 TexReg 5849). The
amended rule requires each entity that submits an Emergency
Operations Plan (EOPs) to comply with an executive summary
template, include a comprehensive list of generation assets in
its executive summaries, file flood annexes for transmission and
distribution facilities and generation resources, file annexes in
their entirety, and comprehensively re-file its EOP every three
years. The amended rule additionally clarifies how an EOP
should be made available to commission staff and makes other
minor changes. The rule will be republished.

The commission received comments about this project from AEP
Texas Inc., Electric Transmission Texas, LLC, and Southwestern
Electric Power Company (AEP Companies), CenterPoint Energy
Houston Electric (CenterPoint), City of Houston (Houston), El
Paso Electric (EPE), Entergy Texas, Inc. (Entergy), Lower Col-
orado River Authority and LCRA Transmission Services Corpo-
ration (LCRA), Oncor Electric Delivery Company LLC (Oncor),
Southwestern Public Service Company (SPS), Texas Compet-
itive Power Advocates (TCPA), Texas Energy Association for
Marketers (TEAM), Texas Electric Cooperatives, Inc. (TEC),
and Texas Public Power Association (TPPA). The commission
adopts the rule with changes to the proposal.

The commission invited interested persons to address one ques-
tion related to the proposed rule.

Question One

To further assist the commission in implementing the provisions
of House Bill. 145 (89th Legislature, Regular Session), the com-
mission requested comments on the following issue:

1. What, if any, changes should the commission make to align
this rule with proposed §25.60, Transmission and Distribution
Wildfire Mitigation Plans, currently under consideration in Project
No. 56789.

SPS recommended allowing wildfire mitigation plans (WMPs) to
be included as an annex to an EOP after the WMP has been ap-
proved under §25.60. Oncor similarly commented that if a wild-
fire mitigation plan is approved by the commission under §25.60,
then the entity should be able to comply with §25.53(e)(1)(D) by
filing the wildfire mitigation plan as an annex.

LCRA recommended removing the requirement to file a wildfire
annex from the EOP rule and instead recommended allowing an
entity to cross reference its WMP in its EOP filing. TEC also rec-
ommended the commission allow cross reference in filing WMPs
and EOPs.

TPPA suggested that providing duplicative information in WMP,
EOP, and other filings may cause confusion for utility personnel
and instead recommended that the commission review informa-
tion from one filing that refers to discreet information on both
WMP and EOP. It also recommended making the language be-
tween the two rules similar so that the executive director or the
designee may request after-action reports.

AEP recommended making changes to maintain consistency
between §25.53 and §25.60, including reducing duplication
through cross-referencing, coordinating filing timelines, stan-
dardizing key definitions, harmonizing emergency protocols,
and safeguarding confidential information.

CenterPoint recommended no changes to the rule as proposed
and emphasized that mitigation plans and emergency operation
plans should be kept separate, as they serve two different pur-
poses.

Houston recommended that the commission specifically address
the prudency of achieving cost savings without materially reduc-
ing the necessary effectiveness of these operational plans.

Commission Response

The commission agrees with SPS and Oncor that a wildfire miti-
gation plan approved by the commission under §25.60 complies
with §25.53(e)(1)(D). The commission disagrees with LCRA and
TEC that cross references to the WMP would be a sufficient al-
ternative, as staff would then have to access alternative dockets
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as it conducts its biennial review of EOPs required under Tex.
Util. Code §186.007. Though the commission agrees that stan-
dardizing terms is best practice across agency rules, there are
times when different rules must have different terms to clarify
which parties are intended to be captured in a particular rule.
In this case, the EOP rules apply to more types of entities than
do the requirements under §25.60, such as generators, for ex-
ample. The commission declines to include the factors laid out
by Houston as these are outside the scope of the rulemaking
project.

Proposed §25.53(c)(1)(A)

Proposed §25.53(c)(1)(A) requires entities to file an executive
summary containing specific information and a complete copy
of the EOP.

TEC recommended allowing for flexibility in the application of
the PUC executive summary template because a standardized
template may not account for corporate or governing differences
that may exist between filing entities.

LCRA recommended deleting or modifying the language to allow
for the optional use of the executive summary template.

Commission Response

The commission disagrees with TEC that a standardized tem-
plate will not account for difference between filing entities. The
commission establishes the template to rectify recurring incon-
sistencies and other common issues commission staff faced in
the review of EOP filings. Accordingly, the commission declines
to modify the template and referenced rule language. The com-
mission disagrees with LCRA's recommendation to delete the
executive summary template or modify the language to make it
optional. The template is necessary for consistency of document
review across multiple entities.

Proposed §25.53(c)(1)(A)()(I1) & (c)(3)(A)()(IIT)

Proposed §25.53(c)(1)(A)(i)(lll) requires an entity to include in
the filed executive summary a comprehensive list of affiliated as-
sets and facilities for power generation companies (PGCs) that
are included in the EOP, and proposed §25.53(c)(3)(A)(i)(Ill) re-
quires the same in the instance of a material change.

TCPA opposed the rule requirement to provide a comprehen-
sive list of affiliated assets and facilities for PGCs. TCPA recom-
mended limiting the list to generating units or facilities.

Commission Response

The commission agrees with TCPA and modifies §25.53
(e)(N)(A)(@)(T) and (c)(3)(A)(i)(Il) so that only generating units
must be listed.

Proposed §25.53(c)(1)(A)(VI)

Proposed §25.53(c)(1)(A)(VI) requires and entity to include a
record of distribution and in accordance with §25.53(c)(4)(A), the
entity must file this record in a formatted table.

LCRA recommended deleting §25.53(c)(4)(A) in its entirety as it
does not allow parties the ability to customize the chart. Specif-
ically, LCRA expressed the table template was overly prescrip-
tive does not align with LCRA's practices in terms of tracking
recipients of the EOP. In the alternative, Table 4 in the Executive
Summary Template should be deleted or discretionary.

Commission Response

The commission declines in deleting §25.53(c)(1)(A)(VI), the
template is necessary for the purposes of providing our contrac-
tor with consistent documents for ease of review.

Proposed §25.53(c)(1)(D)

Proposed §25.53(c)(1)(D) requires an entity to make its
unredacted EOP available in its entirety to commission staff on
request through an encrypted electronic method designated by
commission staff.

EPE, SPS and TEAM recommended that §25.53(c)(1)(D) re-
main unchanged, which requires that EOPs be made available
to staff at a physical location. Should the commission approve
the amendment to §25.53(c)(1)(D), EPE requested that the rule
detail the chosen encrypted electronic method.

Entergy recommended removing the requirement to upload the
entire unredacted EOP through an encrypted electronic method.

Oncor recommended clarifying that existing encryption prac-
tices, such as Oncor's provision of materials to ERCOT through
secure electronic means using password-protection, are suffi-
cient for compliance.

AEP recommended adding a confidentiality requirement for
commission staff.

Commission Response

The commission disagrees with commenters who recommended
deletion of the requirement to make an EOP available to com-
mission staff through an encrypted electronic process. The com-
mission must review roughly 700 EOPs to ensure compliance
with statutes and regulations and to provide a report to the Leg-
islature related to the preparedness of the industry. Addition-
ally, each emergency operations plan amounts to thousands of
pages per document. Currently, the outside of ERCOT region
entities present the EOP documents physically, but commission
staff and its contractor have only one day to review the thou-
sands of pages. Coordinating between multiple filing entities,
commission staff, and the commission's contractors accrues un-
necessary costs and wastes time when the same information
can be delivered by secure file sharing.

The commission declines to remove the encryption language
from §25.53(c)(1)(D), but will clarify that an entity may coordi-
nate with staff to set up a secure file sharing method for docu-
ment transfer. Further, the commission agrees with Oncor that
the practice of sending materials to ERCOT through secure elec-
tronic means using password-protection is sufficient for compli-
ance. However, the commission declines to modify the proposed
rule language as it is unnecessary.

The commission declines to include a confidentially requirement
exclusively for commission staff because it is unnecessary.
Commission staff is required to follow the same confidentially
rules as any other party under §22.71 of this Title.

Proposed §25.53(c)(3)

Proposed §25.53(c)(3) requires an entity to continuously main-
tain its EOP between the required three-year filing period.

AEP recommended eliminating the proposed three-year refiling
requirement; instead, require full EOP refiling only when material
changes occur or when the commission determines the existing
plan is inadequate under Tex. Util. Code §186.007(b).

TEAM recommended that for a retail electric provider (REP) the
requirement to file a complete EOP every three years should be
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extended to no more than once every five years. LCRA similarly
requested changing the rule to require a renewing the EOP every
five years.

TPPA opposed the three-year refiling requirement because it is
redundant and administratively burdensome. TEC requested re-
moving the requirements to file annual updates and three-year
full re-filings.

Commission Response

The commission declines to extend the refiling deadline to ev-
ery five years to remain consistent with the reporting cadence of
the WMP rule. Actively maintaining, reviewing, and revising an
EOP is a necessary industry best practice. It mitigates against
the usage of and reliance on old documents and plans for sev-
eral years. Therefore, the commission declines to remove the
language requiring the continuous maintenance of EOP docu-
ments.

Proposed §25.53(c)(3)(E)

Proposed §25.53(c)(3)(E) requires an entity make a revised
unredacted EOP available in its entirety to commission staff on
request through an encrypted electronic method designated by
commission staff.

SPS recommended removing the requirement to upload an en-
tire unredacted EOP through an encrypted electronic method
and recommended making it available at a location instead.

Oncor recommended clarifying that existing encryption prac-
tices, such as Oncor's provision of materials to ERCOT through
secure electronic means using password-protection, are suffi-
cient for compliance.

AEP requested adding a confidentiality requirement for commis-
sion staff.

Commission Response

The commission disagrees with commenters who recommended
deletion of the requirement to make an EOP available to com-
mission staff through an encrypted electronic process. The com-
mission must review roughly 700 EOPs to ensure compliance
with statutes and regulations and to provide a report to the Leg-
islature related to the preparedness of the industry. Addition-
ally, each emergency operations plan amounts to thousands of
pages per document. Currently, the outside of ERCOT region
entities present the EOP documents physically, but commission
staff and its contractor have only one day to review the thou-
sands of pages. Coordinating between multiple filing entities,
commission staff, and the commission's contractors accrues un-
necessary costs and wastes time when the same information
can be delivered by secure file sharing.

The commission declines to remove the encryption language
from 25.53(c)(3)(E), but will clarify that an entity may coordinate
with staff to set up a secure file sharing method for document
transfer. Further, the commission agrees with Oncor that the
practice of sending materials to ERCOT through secure elec-
tronic means using password-protection is sufficient for compli-
ance. However, the commission declines to modify the proposed
rule language as it is unnecessary.

The commission declines to include a confidentially requirement
exclusively for commission staff because it is unnecessary.
Commission staff is required to follow the same confidentially
rules as any other party under §22.71 of this Title.

Proposed §25.53(c)(4)(C)

Proposed §25.53(c)(4)(C) requires an entity to file an affidavit
from the entity's highest-ranking representative, official, or of-
ficer with binding authority over the entity attesting to various
provisions relating to the entity's training, review processes, and
management of the EOP.

TPPA recommended that the commission specify that the affi-
davit be signed by an officer with operational responsibility over
the entity.

TEAM recommended amending 16 TAC §25.53(c)(4)(C) to state:
"relevant operating personnel have received a copy of the EOP,
are familiar with the EOP, and have received training on the ap-
plicable contents and execution of the EOP."

Commission Response

The commission declines to implement TPPA's and TEAM's re-
quests as the recommended changes fall outside the scope of
the modifications noticed in the proposal for publication.

Proposed §25.53(d)(6)

Proposed §25.53(d)(6) requires an entity to present each rele-
vant annex in its full and comprehensive version.

TCPA opposed language in §25.53(d)(6) requiring presenting
each annex in its full and comprehensive version because it
could add thousands of pages to an entity's EOP, some informa-
tion of which may be sensitive security or business information.
TCPA opined that commission staff can already review any of
the annexes on request, making the proposed requirement re-
dundant.

LCRA recommended the commission allow for cross-references
to previously filed plans in lieu of comprehensive re-filings of the
same material.

AEP requested replacing the "full and comprehensive annex" re-
quirement with language that ensures sufficient operational de-
tail while allowing sensitive information to be submitted confiden-
tially to the Commission.

SPS recommended that authorization to redact confidential in-
formation in this section be provided to preserve the security of
the system.

Commission Response

The commission disagrees with TCPA's recommendation to re-
move the language requiring annexes to be included in their en-
tirety and with LCRA's suggestion that cross references to the
WMP would be a sufficient alternative, as staff would then have
to access myriad alternative dockets, which would be adminis-
tratively inefficient in its review of roughly 700 EOPs. The com-
mission disagrees with AEP that an annex with "sufficient op-
erational detail" would suffice in providing the commission with
the comprehensive understanding about industry preparedness
across the grid. Because filing entities are allowed to file infor-
mation they deem confidential as a confidential filing, the com-
mission declines to modify the proposed rule as suggested by
SPS.

Proposed §25.53(e)(1)(D)

Proposed §25.53(e)(1)(D) requires an entity to file its wildfire an-
nex as part of its EOP.

Houston recommended clarifying that an entity may reference
its WMP in its EOP in lieu of including the full content of the
WMP, provided the WMP is readily available, and the document
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location is referenced in a manner that allows for direct access
by authorized agents to the document.

Commission Response

The commission disagrees with Houston that a cross reference
to the WMP filed under §25.60 of this chapter would be a suf-
ficient alternative to the requirement proposed in this rule, as
this would be administratively inefficient for staff for the reasons
stated above in its response to the question for comment issued
in the proposal for publication.

Proposed §25.53(e)(3)(H)

Proposed §25.53(e)(3)(H) requires a PGC or an electric cooper-
ative, an electric utility, or a municipally owned utility that oper-
ates a generation resource in Texas to include a flood annex for
its generation resources.

TCPA recommended that such an annex only be required for
generation resources that are in identified flood plains or high-
risk flood areas.

Commission Response

The commission declines to modify §25.53(e)(3)(H) as proposed
by TCPA because it is unnecessary. Subsection (d) of this sec-
tion enables an entity to provide an explanation as to why a provi-
sion of the rule should not apply. Therefore, if an entity believes a
flood annex should not apply to one of its generation resources,
the entity must provide an explanation for the commission to re-
view.

Statutory Authority

The amendment is adopted under Public Utility Regulatory Act
(PURA) §14.001, which grants the commission the general
power to regulate and supervise the business of each public
utility within its jurisdiction and to do anything specifically desig-
nated or implied by this title that is necessary and convenient to
the exercise of that power and jurisdiction; §14.002, which au-
thorizes the commission to adopt and enforce rules reasonably
required in the exercise of its powers and jurisdiction The rule is
also adopted under Tex. Util. Code §186.007, which requires
the commission to analyze the EOPs developed by electric
utilities, power generation companies, municipally owned utili-
ties, and electric cooperatives that operate generation facilities
in this state, and retail electric providers; prepare a weather
emergency preparedness report; and require entities to submit
updated EOPs if the EOP on file does not contain adequate in-
formation to determine whether the entity can provide adequate
electric services.

Cross Reference to Statute: Public Utility Regulatory Act
§14.001 and §14.002; Tex. Util. Code §186.007.

§25.53.  Electric Service Emergency Operations Plans.

(a) Application. This section applies to an electric utility,
transmission and distribution utility, power generation company
(PGC), municipally owned utility, electric cooperative, and retail
electric provider (REP), and to the Electric Reliability Council of
Texas (ERCOT).

(b) Definitions.

(1) Annex--a section of an emergency operations plan that
addresses how an entity plans to respond in an emergency involving a
specified type of hazard or threat.

(2) Drill--an operations-based exercise that is a coordi-
nated, supervised activity employed to test an entity's EOP or a portion

of an entity's EOP. A drill may be used to develop or test new policies
or procedures or to practice and maintain current skills.

(3) Emergency--a situation in which the known, potential
consequences of a hazard or threat are sufficiently imminent and severe
that an entity should take prompt action to prepare for and reduce the
impact of harm that may result from the hazard or threat. The term
includes an emergency declared by local, state, or federal government,
or ERCOT or another reliability coordinator designated by the North
American Electric Reliability Corporation and that is applicable to the
entity.

(4) Entity--an electric utility, transmission and distribution
utility, PGC, municipally owned utility, electric cooperative, REP, or
ERCOT.

(5) Hazard--a natural, technological, or human-caused
condition that is potentially dangerous or harmful to life, information,
operations, the environment, or property, including a condition that is
potentially harmful to the continuity of electric service.

(6) Threat--the intention and capability of an individual or
organization to harm life, information, operations, the environment, or
property, including harm to the continuity of electric service.

(c) Filing requirements.

(1) Except as provided by paragraph (3) of this subsection,
an entity must file an emergency operations plan (EOP) and executive
summary under this section by March 15 of every calendar year. Each
individual entity is responsible for compliance with the requirements of
this section. An entity filing a joint EOP or other joint document under
this section on behalf of one or more entities over which it has control is
jointly responsible for each entity's compliance with the requirements
of this section.

(A) An entity must file with the commission:
(i) an executive summary that:

(1) describes the contents and policies contained
in the EOP;

(II) includes a reference to specific sections and
page numbers of the entity's EOP that correspond with the requirements
of this rule;

(Il) includes a comprehensive list of affiliated
generation assets and facilities for PGCs that are included in the EOP
including changes in facilities from the previous year such as sale of
assets, relinquishments, and name changes;

(IV) includes the record of distribution required
under paragraph (4)(A) of this subsection;

(V) contains the affidavit required under para-
graph (4)(C) of this subsection; and

(Vl) follows the executive summary template
posted on PUCT website.

(i) acomplete copy of the EOP with all confidential
portions removed.

(B) For an entity with operations within the ERCOT re-
gion, the entity must submit its unredacted EOP in its entirety to ER-
COT.

(C) ERCOT must designate an unredacted EOP submit-
ted by an entity as Protected Information under the ERCOT Protocols.

(D) An entity must make its unredacted EOP available
in its entirety to commission staff on request through an encrypted elec-
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tronic method designated by commission staff, such as a secure file
sharing method selected by an entity in consultation with commission
staff.

(E) An entity may file a joint EOP on behalf of itself
and one or more other entities over which it has control provided that:

(i) the executive summary required under subpara-
graph (A)(i) of this paragraph identifies which sections of the joint EOP
apply to each entity; and

(ii) the joint EOP satisfies the requirements of this
section for each entity as if each entity had filed a separate EOP.

(F) An entity filing a joint EOP under subparagraph (E)
of this paragraph may also jointly file one or more of the documents re-
quired under paragraph (4) of this subsection provided that each joint
document satisfies the requirements for each entity to which the docu-
ment applies.

(G) An entity that is required to file similar annexes for
different facility types under subsection (e) of this section, such as a
pandemic annex for both generation facilities and transmission and dis-
tribution facilities, may file a single combined annex addressing the re-
quirement for multiple facility types. The combined annex must con-
spicuously identify the facilities to which it applies.

(2) A person seeking registration as a PGC or certification
as a REP must meet the filing requirements under paragraph (1)(A) of
this subsection at the time it applies for registration or certification with
the commission and must submit the EOP to ERCOT if it will operate
in the ERCOT region, no later than ten days after the commission ap-
proves the person's registration or certification.

(3) An entity must continuously maintain its EOP in be-
tween the annual updates required under this paragraph. No later than
March 15 of each calendar year, an entity that has previously filed an
EOP must submit an update in accordance with the provisions of this
paragraph, except that an entity must file its EOP in full in accordance
with paragraph (1) of this subsection at least once every three calendar
years.

(A) An entity that in the previous calendar year made a
change to its EOP that materially affects how the entity would respond
to an emergency must:

(i) file with the commission an executive summary
that:

(I) describes the changes to the contents or poli-
cies contained in the EOP;

(1l) includes an updated reference to specific sec-
tions and page numbers of the entity's EOP that correspond with the
requirements of this rule;

(1Il) includes a comprehensive list of affiliated
generation assets and facilities for PGCs that are included in the EOP
including changes in facilities from the previous year such as sale of
assets, relinquishments, and name changes;

(IV) includes the record of distribution required
under paragraph (4)(A) of this subsection;

(V) contains the affidavit required under para-
graph (4)(C) of this section; and

(VD) follows the executive summary template
posted on PUCT website.

(ii) file with the commission a complete, revised
copy of the EOP with all confidential portions removed; and

(iii)  submit to ERCOT its revised unredacted EOP
in its entirety if the entity operates within the ERCOT region.

(B) An entity that in the previous calendar year did not
make a change to its EOP that materially affects how the entity would
respond to an emergency must file with the commission:

(i) apleading that documents any changes to the list
of emergency contacts as provided under paragraph (4)(B) of this sub-
section;

(ii) an attestation from the entity's highest-ranking
representative, official, or officer with binding authority over the entity
stating the entity did not make a change to its EOP that materially af-
fects how the entity would respond to an emergency; and

(iii)  the affidavit described under paragraph (4)(C)
of this subsection.

(C) An entity must update its EOP or other documents
required under this section if commission staff determines that the en-
tity's EOP or other documents do not contain sufficient information
to determine whether the entity can provide adequate electric service
through an emergency. If directed by commission staff, the entity must
file its revised EOP or other documentation, or a portion thereof, with
the commission and, for entities with operations in the ERCOT region,
with ERCOT.

(D) ERCOT must designate any revised unredacted
EOP submitted by an entity as Protected Information under the
ERCOT Protocols.

(E) An entity must make a revised unredacted EOP
available in its entirety to commission staff on request through an
encrypted electronic method designated by commission staff, such as
a secure file sharing method selected by an entity in consultation with
commission staff.

(F) The requirements for joint and combined filings un-
der paragraph (1) of this subsection apply to revised joint and revised
combined filings under this paragraph.

(4) In accordance with the deadlines prescribed by para-
graphs (1) and (3) of this subsection, an entity must also file with the
commission the following documents:

(A) A record of distribution that contains the following
information in table format:

(i) titles and names of persons in the entity's organ-
ization receiving access to and training on the EOP; and

(i) dates of access to or training on the EOP, as ap-
propriate.

(B) A list of primary and, if possible, backup emer-
gency contacts for the entity, including identification of specific indi-
viduals who can immediately address urgent requests and questions
from the commission during an emergency.

(C) An affidavit from the entity's highest-ranking rep-
resentative, official, or officer with binding authority over the entity
affirming the following:

(i) relevant operating personnel are familiar with
and have received training on the applicable contents and execution
of the EOP, and such personnel are instructed to follow the applicable
portions of the EOP except to the extent deviations are appropriate as
a result of specific circumstances during the course of an emergency;

(i) the EOP has been reviewed and approved by the
appropriate executives;
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(iii) drills have been conducted to the extent re-
quired by subsection (f) of this section;

(iv) the EOP or an appropriate summary has been
distributed to local jurisdictions as needed;

(v) the entity maintains a business continuity plan
that addresses returning to normal operations after disruptions caused
by an incident; and

(vi) the entity's emergency management personnel
who are designated to interact with local, state, and federal emergency
management officials during emergency events have received the lat-
est IS-100, IS-200, IS-700, and IS-800 National Incident Management
System training.

(5) Notwithstanding the other requirements of this subsec-
tion, ERCOT must maintain its own current EOP in its entirety, consis-
tent with the requirements of this section and available for review by
commission staff.

(d) Information to be included in the emergency operations
plan. An entity's EOP must address both common operational func-
tions that are relevant across emergency types and annexes that outline
the entity's response to specific types of emergencies, including those
listed in subsection (e) of this section. An EOP may consist of one or
multiple documents. Each entity's EOP must include the information
identified below, as applicable. If a provision in this section does not
apply to an entity, the entity must include in its EOP an explanation of
why the provision does not apply.

(1) An approval and implementation section that:
(A) introduces the EOP and outlines its applicability;

(B) lists the individuals responsible for maintaining and
implementing the EOP, and those who can change the EOP;

(C) provides a revision control summary that lists the
dates of each change made to the EOP since the initial EOP filing pur-
suant to paragraph (1) of this subsection;

(D) provides a dated statement that the current EOP su-
persedes previous EOPs; and

(E) states the date the EOP was most recently approved
by the entity.

(2) A communication plan.

(A) An entity with transmission or distribution ser-
vice operations must describe the procedures during an emergency
for handling complaints and for communicating with the public;
the media; customers; the commission; the Office of Public Utility
Counsel (OPUC); local and state governmental entities, officials, and
emergency operations centers, as appropriate in the circumstances for
the entity; the reliability coordinator for its power region; and critical
load customers directly served by the entity.

(B) An entity with generation operations must describe
the procedures during an emergency for communicating with the me-
dia; the commission; OPUC; fuel suppliers; local and state governmen-
tal entities, officials, and emergency operations centers, as appropriate
in the circumstances for the entity; and the applicable reliability coor-
dinator.

(C) A REP must describe the procedures for commu-
nicating during an emergency with the public, media, customers, the
commission, and OPUC, and the procedures for handling complaints
during an emergency.

(D) ERCOT must describe the procedures for commu-
nicating, in advance of and during an emergency, with the public, the
media, the commission, OPUC, governmental entities and officials, the
state emergency operations center, and market participants.

(3) A plan to maintain pre-identified supplies for emer-
gency response.

(4) A plan that addresses staffing during emergency re-
sponse.

(5) A plan that addresses how an entity identifies weather-
related hazards, including tornadoes, hurricanes, extreme cold weather,
extreme hot weather, drought, and flooding, and the process the entity
follows to activate the EOP.

(6) Each relevant annex presented in its full and compre-
hensive version, as detailed in subsection (e) of this section and other
annexes applicable to an entity.

(e) Annexes to be included in the emergency operations plan.

(1) An electric utility, a transmission and distribution util-
ity, a municipally owned utility, and an electric cooperative must in-
clude in its EOP for its transmission and distribution facilities the fol-
lowing annexes:

(A) A weather emergency annex that includes:

(i) operational plans for responding to a cold or hot
weather emergency, distinct from the weather preparations required un-
der §25.55 of this title (relating to Weather Emergency Preparedness);
and

(i) a checklist for transmission or distribution facil-
ity personnel to use during cold or hot weather emergency response that
includes lessons learned from past weather emergencies to ensure nec-
essary supplies and personnel are available through the weather emer-
gency;

(B) A load shed annex that must include:
(i) procedures for controlled shedding of load;
(ii) priorities for restoring shed load to service; and

(iii) aprocedure for maintaining an accurate registry
of critical load customers, as defined under 16 TAC §25.5(22) of this
title (relating to Definitions), §25.52(c)(1) and (2) of this title (relating
to Reliability and Continuity of Service) and §25.497 of this title (relat-
ing to Critical Load Industrial Customers, Critical Load Public Safety
Customers, Critical Care Residential Customers, and Chronic Condi-
tion Residential Customers), and TWC §13.1396 (relating to Coordi-
nation of Emergency Operations), directly served, if maintained by the
entity. The registry must be updated as necessary but, at a minimum,
annually. The procedure must include the processes for providing as-
sistance to critical load customers in the event of an unplanned outage,
for communicating with critical load customers during an emergency,
coordinating with government and service agencies as necessary dur-
ing an emergency, and for training staff with respect to serving critical
load customers;

(C) A pandemic and epidemic annex;
(D) A wildfire annex;

(E) A hurricane annex that includes evacuation and
re-entry procedures if facilities are located within a hurricane evacua-
tion zone, as defined by the Texas Division of Emergency Management
(TDEM);

(F) A cyber security annex;
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(G) A physical security incident annex;
(H) A flood annex; and

(I) Any additional annexes as needed or appropriate to
the entity's particular circumstances.

(2) A transmission and distribution utility that leases or op-
erates facilities under PURA §39.918(b)(1) or procures, owns, and op-
erates facilities under PURA §39.918(b)(2) must include an annex that
details its plan for the use of those facilities.

(3) APGCoran electric cooperative, an electric utility, ora
municipally owned utility that operates a generation resource in Texas
must include the following annexes for its generation resources:

(A) A weather emergency annex that includes:

(i) operational plans for responding to a cold or hot
weather emergency, distinct from the weather preparations required un-
der §25.55 of this title;

(it) verification of the adequacy and operability of
fuel switching equipment, if installed; and

(iii)  a checklist for generation resource personnel to
use during a cold or hot weather emergency response that includes
lessons learned from past weather emergencies to ensure necessary
supplies and personnel are available through the weather emergency;

(B) A water shortage annex that addresses supply short-
ages of water used in the generation of electricity;

(C) A restoration of service annex that identifies plans
intended to restore to service a generation resource that failed to start
or that tripped offline due to a hazard or threat;

(D) A pandemic and epidemic annex;

(E) A hurricane annex that includes evacuation and
re-entry procedures if facilities are located within a hurricane evacu-
ation zone, as defined by TDEM,;

(F) A cyber security annex;
(G) A physical security incident annex;
(H) A flood annex; and

(I) Any additional annexes as needed or appropriate to
the entity's particular circumstances.

(4) A REP must include in its EOP the following annexes:
(A) A pandemic and epidemic annex;

(B) A hurricane annex that includes evacuation and
re-entry procedures if facilities are located within a hurricane evacu-
ation zone, as defined by TDEM;

(C) A cyber security annex;
(D) A physical security incident annex; and

(E) Any additional annexes as needed or appropriate to
the entity's particular circumstances.

(5) ERCOT must include the following annexes:
(A) A pandemic and epidemic annex;

(B) A weather emergency annex that addresses ER-
COT's plans to ensure continuous market and grid management
operations during weather emergencies, such as tornadoes, wildfires,
extreme cold weather, extreme hot weather, and flooding;

(C) A hurricane annex that includes evacuation and
re-entry procedures if facilities are located within a hurricane evacu-
ation zone, as defined by TDEM;

(D) A cyber security annex;
(E) A physical security incident annex; and

(F) Any additional annexes as needed or appropriate to
ERCOT's particular circumstances.

(f) Drills. An entity must conduct or participate in at least one
drill each calendar year to test its EOP. Following an annual drill the
entity must assess the effectiveness of its emergency response and re-
vise its EOP as needed. If the entity operates in a hurricane evacuation
zone as defined by TDEM, at least one of the annual drills must in-
clude a test of'its hurricane annex. An entity conducting an annual drill
must, at least 30 days prior to the date of at least one drill each calendar
year, notify commission staff, using the method and form prescribed
by commission staff on the commission's website, and the appropri-
ate TDEM District Coordinators, by email or other written form, of the
date, time, and location of the drill. An entity that has activated its EOP
in response to an emergency is not required, under this subsection, to
conduct or participate in a drill in the calendar year in which the EOP
was activated.

(g) Reporting requirements. Upon request by commission
staff during an activation of the State Operations Center by TDEM,
an affected entity must provide updates on the status of operations,
outages, and restoration efforts. Updates must continue until all
incident-related outages of customers able to take service are restored
or unless otherwise notified by commission staff. After an emergency,
commission staff may require an affected entity to provide an after
action or lessons learned report and file it with the commission by a
date specified by commission staff.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,

2025.

TRD-202504607

Seaver Myers

Rules Coordinator

Public Utility Commission of Texas

Effective date: January 1, 2026

Proposal publication date: September 5, 2025

For further information, please call: (512) 936-7433

¢ 14 ¢
TITLE 22. EXAMINING BOARDS

PART 17. TEXAS STATE BOARD OF
PLUMBING EXAMINERS

CHAPTER 365. LICENSING AND
REGISTRATION
22 TAC §365.22

The Texas State Board of Plumbing Examiners (Board) adopts
the amendment to 22 Texas Administrative Code (TAC), Chapter
365, §365.22 which implements how state agencies process oc-
cupational licenses for military service members, veterans, and
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their spouses as instructed by H.B. 5629, 89th Legislature, Reg-
ular Session (2025).

The rule is adopted without changes to the proposed text pub-
lished in the October 10th, 2025, issue of the Texas Register (50
TexReg 6637) The rule will not be republished.

REASONED JUSTIFICATION FOR THE RULE

The rule is necessary to implement H.B. 5629, 89th Legislature,
Regular Session (2025). H.B. 5629 amended the Texas Occu-
pations Code, specifically §§ 55.004 and 55.0041, to reform how
state agencies process occupational licenses for military service
members, veterans, and their spouses, with the goal of easing
license portability and speeding up application timelines.

The bill requires Texas state agencies to recognize out-of-state
licenses held by military service members, veterans, and
spouses, provided the license is in good standing and is similar
in scope of practice to the corresponding Texas license.

Applicants must provide documentation such as proof of good
standing, relocation orders, or marriage licenses, but do not have
to prove Texas residency. The agency must process license ap-
plications within 10 days.

SECTION-BY-SECTION SUMMARY

Section 365.22(b)--The rule amends the existing rule by recog-
nizing that a military service member, military veteran, or mili-
tary spouse who holds a current license in good standing, is-
sued in another jurisdiction that is similar in scope of practice
may be issued the same license type. The applicant will be noti-
fied not later than 10 business days that TSBPE recognizes the
out-of-state license, the application is incomplete, or the agency
is unable to recognize the applicant's out-of-state license be-
cause the agency does not issue a license similar in scope of
practice to the applicant's out-of-state license.

A person is in good standing with another state's licensing au-
thority if they hold a license that is current, has not been sus-
pended or revoked, and has not been voluntarily surrendered
during an investigation for unprofessional conduct. A person is
in good standing if they have not been disciplined by the licens-
ing authority with respect to the license or person's practice of
the occupation for which the license is issued. Lastly, a person
is in good standing if they are not currently under investigation
by the licensing authority for unprofessional conduct related to
the person 's license or profession.

Section 365.22(c)--The rule is amended to show that the agency
has the sole discretion in determining whether an applicant's out-
of-state license is similar in scope to a license issued by TSBPE.

Section 365.22(e)--The rule is amended to show that the agency
shall process and issue, if qualified, an application submitted by
a military service member, military veteran, or military spouse
not later than the 10th business day after it is received.

Section 365.22(g)--The rule is amended to show that military
spouses may have their out-of-state licenses recognized by pro-
viding a copy of their marriage license and out-of-state license
in good standing with their application.

Section 365.22(h)--The rule is amended to eliminate the pre-
sumption of intent to practice in Texas.

Section 365.22(i)--The rule is amended to eliminate the three
year maximum allowance for practice under an out-of-state li-
cense recognition.

Section 365.22(h)--The rule is amended to show that a person
whose out-of-state license is recognized must comply with Chap-
ter 1301 of the Texas Occupations Code and all other applicable
laws and regulations.

Section 365.22(j)--The rule is amended to show that an appli-
cant under this section must pass a criminal history background
check. The agency may deny an application if the applicant has
a disqualifying criminal history.

Section 365.22(l)--The rule is amended to eliminate the provision
that military service members and military veterans who do not
hold a current out-of-state license or who have not held a Texas
license in the five (5) years preceding their application must not
have a restricted license in another jurisdiction or an unaccept-
able criminal history to be eligible to sit for an examination for
licensure.

SUMMARY OF COMMENT
No comment was received on the published rule amendment.
BOARD ACTION

At its meeting on December 3, 2025, the Board adopted the rule
as published in the Texas Register.

STATUTORY AUTHORITY

The rule is adopted under the authority of House Bill 5629, 89th
Texas Legislature, Regular Session, 2025 which amended the
Texas Occupations Code, specifically §§ 55.004 and 55.0041,
to reform how state agencies process occupational licenses for
military service members, veterans, and their spouses, with the
goal of easing license portability and speeding up application
timelines and §1301.251(2) of the Occupations Code, which re-
quires the Board to adopt and enforce rules necessary to admin-
ister and enforce the Plumbing License Law.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 11,
2025.

TRD-202504520

Patricia Latombe

General Counsel

Texas State Board of Plumbing Examiners
Effective date: December 31, 2025

Proposal publication date: October 10, 2025

For further information, please call: (512) 936-5216

L4 L4 ¢
TITLE 28. INSURANCE

PART 1. TEXAS DEPARTMENT OF
INSURANCE

CHAPTER 3. LIFE, ACCIDENT, AND HEALTH
INSURANCE AND ANNUITIES

SUBCHAPTER V. COORDINATION OF
BENEFITS

28 TAC §3.3520
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The commissioner of insurance adopts new 28 TAC §3.3520,
concerning Uniform Coordination of Benefits Questionnaire. The
new section is adopted without changes to the proposed text
published in the October 24, 2025 issue of the Texas Register
(50 TexReg 6976). The section will not be republished.

REASONED JUSTIFICATION. New §3.3520 is necessary to im-
plement House Bill 388, 89th Legislature, 2025. HB 388 requires
the Texas Department of Insurance (TDI) to adopt a uniform co-
ordination of benefits (COB) questionnaire. Thirty days after the
effective date, health benefit plan issuers that include COB provi-
sions in their forms are required to use the adopted uniform COB
questionnaire and make the questionnaire available to health
care providers, as appropriate.

New §3.3520 adopts by reference two versions of a uniform COB
questionnaire. Health plans must use and accept the Patient
Health Plan Coverage Form (LHL138) in connection with a re-
quirement for a health care provider to maintain information on
coordination of benefits. Health plans must use and accept the
Enrollee's Other Health Plan Coverage Form (LHL139) when re-
quiring an enrollee to provide information on other health cover-
age.

SUMMARY OF COMMENTS AND AGENCY RESPONSE. TDI
provided an opportunity for public comment on the rule proposal
for a period that ended on November 24, 2025, and at a public
rule hearing held on November 18, 2025.

Commenters: TDI received comments from two commenters.
No commenters spoke at the public hearing. A commenter in
support of the proposal was Community Health Choice, and a
commenter in support with changes was the Texas Health and
Human Services Commission.

Comment on §3.3520

Comment. One commenter requests a minor change to Section
2 of both versions of the COB questionnaire form to clarify that
the respondent should report any Medicaid or CHIP coverage
when reporting other health plan information.

Agency Response. TDI agrees and has changed the form lan-
guage as suggested.

Comment. One commenter asks whether plans are required to
use both forms, or whether plans may choose the form that best
fits their products and population. The commenter also asks
whether plans have autonomy to determine when and how the
forms are distributed to members and providers.

Agency Response. The rule specifies when each form should
be used. If a plan requires a health care provider to maintain
information on coordination of benefits, it must use LHL138. If a
plan requires an enrollee to provide information on other health
coverage, it must use LHL139. Plans do have autonomy to de-
termine when and how the forms are distributed to members and
providers, as those issues are not addressed by the rule.

STATUTORY AUTHORITY. The commissioner adopts new
§3.3520 under Insurance Code §1203.152 and §36.001.

Insurance Code §1203.152 requires the adoption of rules es-
tablishing a uniform coordination of benefits questionnaire to be
used by all health benefit plan issuers in this state.

Insurance Code §36.001 provides that the commissioner may
adopt any rules necessary and appropriate to implement the
powers and duties of TDI under the Insurance Code and other
laws of this state.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504631

Jessica Barta

General Counsel

Texas Department of Insurance

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 676-6555

¢ ¢ ¢

SUBCHAPTER RR. VALUATION MANUAL
28 TAC §3.9901

The commissioner of insurance adopts amendments to 28
TAC §3.9901, concerning the adoption of a valuation manual
for reserving and related requirements. The amendments are
adopted without changes to the proposed text published in
the October 10, 2025, issue of the Texas Register (50 TexReg
6653). The section will not be republished.

REASONED JUSTIFICATION. The amended section is neces-
sary to comply with Insurance Code §425.073, which requires
the commissioner to adopt by rule a valuation manual that is sub-
stantially similar to the National Association of Insurance Com-
missioners (NAIC) Valuation Manual.

Under Insurance Code §425.073(c), when the NAIC adopts
changes to its valuation manual, the commissioner must adopt
substantially similar changes. This subsection also requires the
commissioner to determine that NAIC's changes were approved
by an affirmative vote representing at least three-fourths of
the voting NAIC members but not less than a majority of the
total membership. In addition, the NAIC members voting in
favor of amending the valuation manual must represent jurisdic-
tions totaling greater than 75% of the direct written premiums
as reported in the most recently available life, accident, and
health/fraternal annual statements and health annual state-
ments.

TDI originally adopted the valuation manual in §3.9901 on De-
cember 29, 2016, in compliance with Insurance Code §425.073.
On August 13, 2025, the NAIC voted to adopt changes to the
valuation manual. Forty-nine jurisdictions, representing jurisdic-
tions totaling 94.67% of the relevant direct written premiums,
voted in favor of adopting the amendments to the valuation man-
ual. The votes adopting changes to the NAIC Valuation Manual
meet the requirements of Insurance Code §425.073(c).

This proposal includes provisions related to NAIC rules, reg-
ulations, directives, or standards. Under Insurance Code
§36.004, TDI must consider whether authority exists to enforce
or adopt the NAIC's changes. In addition, under Insurance
Code §36.007, the commissioner cannot adopt or enforce
a rule implementing an interstate, national, or international
agreement that infringes on the authority of this state to regulate
the business of insurance in this state, unless the agreement
is approved by the Texas Legislature. TDI has determined that
neither §36.004 nor §36.007 prohibit this proposal because
Insurance Code §425.073 requires the commissioner to adopt
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a valuation manual that is substantially similar to the valuation
manual approved by the NAIC, and §425.073(c) expressly
requires the commissioner to adopt changes to the valuation
manual that are substantially similar to changes adopted by the
NAIC.

In addition to clarifying existing provisions, the 2026 NAIC Valu-
ation Manual includes changes that:

- update the Valuation Manual economic scenario generator ref-
erences for the adoption of the Conning-maintained prescribed
economic scenario generator; and

- introduce a new principle-based reserving framework for non-
variable annuities, located in Section VM-22 of the Valuation
Manual.

The NAIC's adopted changes to the valuation manual
can be  viewed at  https://content.naic.org/sites/de-
fault/files/pbr_data_valuation_manual_future_edition_red-
line.pdf.

SUMMARY OF COMMENTS. TDI provided an opportunity for
public comment on the rule proposal for a period that ended on
November 10, 2025. TDI did not receive any comments on the
proposed amendments.

STATUTORY AUTHORITY. The commissioner adopts amend-
ments to 28 TAC §3.9901 under Insurance Code §425.073 and
§36.001.

Insurance Code §425.073 requires the commissioner to adopt
by rule changes to the valuation manual previously adopted by
the commissioner that are substantially similar to any changes
adopted by NAIC to its valuation manual. Insurance Code
§425.073 also requires that after a valuation manual has been
adopted by rule, any changes to the valuation manual must also
be adopted by rule.

Insurance Code §36.001 provides that the commissioner may
adopt any rules necessary and appropriate to implement the
powers and duties of TDI under the Insurance Code and other
laws of this state.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504505

Jessica Barta

General Counsel

Texas Department of Insurance

Effective date: December 30, 2025

Proposal publication date: October 10, 2025

For further information, please call: (512) 676-6555

¢ ¢ ¢

CHAPTER 9. TITLE INSURANCE
SUBCHAPTER C. TEXAS TITLE INSURANCE
STATISTICAL PLAN

28 TAC §9.402

The commissioner of insurance adopts new 28 TAC §9.402, con-
cerning annual submission of title insurance statistical reports.

Section 9.402 implements Insurance Code §2703.153. The new
section is adopted with changes to the proposed text published
in the August 15, 2025 issue of the Texas Register (50 TexReg
5308). Section 9.402 was revised in response to public com-
ments. The section will be republished.

REASONED JUSTIFICATION. TDI is required by Insurance
Code §2703.153 to promulgate title insurance rates based on
data submitted annually from title insurance agents and compa-
nies. Insurance Code §2703.153 also requires title insurance
agents and companies to report that data to TDI annually. TDI
then publishes a compilation report about the data following its
collection and review.

The new section is necessary to increase the efficiency of data
collection by creating fixed annual reporting due dates for the
industry with corresponding due dates for the Texas Department
of Insurance (TDI) to publish instructions for the data collection
and to publish compilation reports. This will make the annual
data collection consistent and efficient without issuing a data call
bulletin, aiding both TDI and the industry.

In response to stakeholder comments, TDI changed the data re-
porting requirements to a later time in the year and added an
additional month for TDI to compile the data received from the
industry. Additionally, TDI added "reporting forms" to subpara-
graph (a) of the rule in response to a comment.

SUMMARY OF COMMENTS AND AGENCY RESPONSE. TDI
provided an opportunity for public comment on the rule proposal
for a period that ended on September 15, 2025. A commenter
requested a hearing, and TDI extended the comment period to
the close of business on October 7, 2025, following the conclu-
sion of the hearing.

Commenters: TDI received written comments from 13 com-
menters and heard from six commenters at a public hearing held
on October 7, 2025. Commenters in support of the proposal
were the Office of Public Insurance Counsel and Texans for
Free Enterprise. Commenters in support of the proposal with
changes were Fidelity National Financial, First American Title
Insurance Co., Stewart Title, WFG National Title Insurance,
Texas Land Title Association, First National Title Insurance,
Aaron Day in his official capacity for TLTA, and four individual
commenters.

Comments on §9.402

Comment. Most commenters support the rule but suggest that
the proposed deadlines for industry data reporting are too early
in the year and would be unduly burdensome. The deadlines
would align with several other competing deadlines for audits,
tax filings, financial reporting, and other regulatory filings that
occur at or near the same time as TDI's proposed dates. The
commenters assert that having the statistical plan data reporting
coincide with these other reporting obligations would overwhelm
title agents' and companies' accounting resources--the volume
required at the same time would be too much.

Most of these commenters request that TDI change the reporting
dates for title insurance agents from March 1 to May 1, and for
titte companies from April 1 to June 1. Others suggested the
compliance dates be changed to May 15 and June 15. And two
commenters suggested that TDI adopt the rule without changes
to the dates.

Agency Response. TDI appreciates the commenters' input and
agrees to change the deadlines dates to May 1 for title agents
and June 1 for title companies.
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Comment. One of the commenters suggests that TDI amend
subsection (a) to add "and fillable report forms" in addition to
the sentence stating that TDI will make available instructions for
submitting reports. The commenter also suggests that TDI make
a single date of "on or before February 1" for both the agent and
company instructions instead of staggering the instructions and
forms on February 1 for agents and March 1 for companies.

Agency Response. TDI agrees to add "and reporting forms" for
additional clarity of the industry's expectation of what instructions
and resources TDI will provide for data reporting. Instead of us-
ing "fillable report forms," TDI will call them "reporting forms."
This will allow the department to not be limited if a superior format
becomes available. TDI declines to combine issuing instructions
and reporting forms for agents and companies on the same date
to be consistent with how the data calls were issued in the past.
Since the rule text allows for instructions and forms for agents
and companies to be available at the same time, when possible,
TDI declines to change that portion of the rule.

Comment. One of the commenters suggests that TDI amend
subsection (d) to have both compilation reports published on the
same day instead of staggering them a month apart.

Agency Response. TDI disagrees with having the agent and
company compilation reports published on the same day, since
the data received for both of those reports are staggered. TDI
will change the dates of the compilation report deadlines to har-
monize with the deadline changes for subsections (b) and (c).

Comment. One of the commenters suggests that TDI amend
subsections (b) and (c) to move the reporting deadlines to June
15 for title agents and July 15 for title companies.

Agency Response. TDI disagrees with those deadlines because
it is counter to the goal of having more current data available for
ratemaking. Changing those reporting deadlines would push the
compilation reports past the end of the same year. In response
to other comments, TDI has changed the reporting dates to May
1 and June 1.

STATUTORY AUTHORITY. The commissioner adopts new
§9.402 under Insurance Code §§2551.003(a)(3), 2703.153(a)
and (b), and 36.001.

Insurance Code §2551.003(a)(3) authorizes the commissioner
to adopt rules the commissioner finds necessary to implement
the purpose of Insurance Code Title 11.

Insurance Code §2703.153(a) requires that each title insurance
company and title insurance agent engaged in the business of
title insurance in this state annually report data to TDI for the
purpose of assisting with the promulgation of premium rates. In-
surance Code §2703.153(b) authorizes TDI to establish the form
in which title insurance data is submitted to TDI.

Insurance Code §36.001 provides that the commissioner may
adopt any rules necessary and appropriate to implement the
powers and duties of TDI under the Insurance Code and other
laws of this state.

$§9.402.  Annual Submission of Title Insurance Statistical Reports.

(a) Each title insurance company and title insurance agent
must submit its statistical report required by Insurance Code
§2703.153, concerning Collection of Data for Fixing Premium Rates;
Annual Statistical Report, in the form and manner TDI prescribes.
Instructions for submission and reporting forms will be available on
TDI's website by:

(1) March 1 for title agents, and

(2) April 1 for title companies.

(b) Title agents must submit their statistical report by May 1
of each year.

(c) Title companies must submit their statistical report by June
1 of each year.

(d) TDI will publish on its website compilation reports sum-
marizing the submitted statistical reports by:

(1) October 1 of each year for title agents; and
(2) November 1 of each year for title companies.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 11,
2025.

TRD-202504570

Jessica Barta

General Counsel

Texas Department of Insurance

Effective date: December 31, 2025

Proposal publication date: August 15, 2025

For further information, please call: (512) 676-6555

¢ L4 ¢
TITLE 34. PUBLIC FINANCE

PART 1. COMPTROLLER OF PUBLIC
ACCOUNTS

CHAPTER 1. CENTRAL ADMINISTRATION
SUBCHAPTER G. GIFT ACCEPTANCE
34 TAC §1.400

The Comptroller of Public Accounts adopts new §1.400 concern-
ing gift acceptance policy and procedures, without changes to
the proposed text as published in the August 29, 2025, issue of
the Texas Register (50 TexReg 5591). The rule will not be re-
published.

The new section will be located in Chapter 1, new Subchapter
G, titled "Gift Acceptance".

Subsection (a) outlines certain definitions regarding gift accep-
tance.

Subsection (b) describes the authority of the agency to solicit or
accept gifts.

Subsection (c) outlines the criteria the agency will use to deter-
mine whether to refuse a gift. The agency will refuse gifts to the
agency from any person who is: currently a party in a contested
case with the agency until at least 30 days have passed since
the date of the final order; currently a party in litigation with the
agency until at least 30 days have passed since the date of the
final order; currently indebted to the state or owes delinquent
taxes to the state based on the records of the agency; currently
under investigation by the agency's Criminal Investigations Di-
vision; currently in default on a guaranteed student loan based
on the records of the agency; currently indebted to the state for
past due child support based on Attorney General records pro-
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vided to the agency; a foreign (non-U.S.) business entity that is
not licensed to do business in Texas; or a foreign adversary.

Subsection (d) outlines a procedure in which prospective donors
may provide advance notice to the agency of their intent to make
a gift, so that the prospective donor can be screened for potential
conflicts of interest.

Subsection (e) describes the review procedures the agency will
use to determine if the gift is consistent with applicable law,
agency policies, and the agency's gift acceptance rule.

Subsection (f) sets forth gift acceptance procedures.

Subsection (g) outlines steps the agency will take if the agency
refuses to accept a gift.

Subsection (h) allows the agency to deposit a donation of money
into a suspense account, pending completion of the review.

Subsection (i) prescribes the process and notice requirements
for using a refused gift to offset certain indebtedness owed to
the state by the donor.

Subsection (j) specifies that for gifts valued at $500 or more, the
agency will keep certain records regarding the gift and the donor.

Subsection (k) specifies that gifts will be used for public pur-
poses, will not be used for the monetary enrichment of any
agency employee, and donors may not direct the use or invest-
ment of the gift.

Subsection (I) addresses the donation of services to the agency.

Subsection (m) provides that this section does not address ac-
ceptance of gifts by individual employees. Gift acceptance by
individual employees and the restrictions on such acceptance,
are governed by Government Code, Chapter, 572 (Standards
of Conduct); Penal Code, Chapter 36 (Prohibited Gifts); Pe-
nal Code, Chapter 39 (Misuse of State Resources); and the
agency's ethics policies.

The comptroller did not receive any comments regarding adop-
tion of the amendment.

The new section is adopted under Government Code,
§403.011(b), which authorizes the comptroller to solicit, accept
or refuse gifts to the state; Government Code, Chapter 575,
which governs acceptance of gifts by state agencies; and
Government Code, §2255.001, which requires a state agency
to adopt rules regarding the relationship between private donors
and the agency and its employees.

The new section the Government

§403.011(b).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

implements Code,

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504502

Victoria North

General Counsel for Fiscal and Agency Affairs
Comptroller of Public Accounts

Effective date: December 30, 2025

Proposal publication date: August 29, 2025

For further information, please call: (512) 475-2220

¢ ¢ ¢

CHAPTER 6. INVESTMENT MANAGEMENT
SUBCHAPTER B. STANDARDS FOR
MEMBERS OF THE COMPTROLLER'S
INVESTMENT ADVISORY BOARD

34 TAC §§6.10 - 6.18

The Comptroller of Public Accounts adopts new §6.10, concern-
ing definitions; §6.11, concerning advisory capacity; §6.12, con-
cerning advisory board member duties; §6.13, concerning ad-
visory board composition; §6.14, concerning compensation and
expenses; §6.15, concerning disclosures and annual affirmation
of compliance; §6.16, concerning term of office; and §6.17, con-
cerning charter and policies; and §6.18, concerning removal of
advisory board members, without changes to the proposed text
as published in the August 22, 2025, issue of the Texas Regis-
ter (50 TexReg 5429). The rules will not be republished. The
new rules will be located in Texas Administrative Code, Title 34,
Part 1, Chapter 6 (Investment Management), new Subchapter B
(Standards for Members of the Comptroller's Investment Advi-
sory Board).

These new sections address the standards for the members of
the Comptroller's Investment Advisory Board, including disclo-
sure requirements applicable to advisory board members.

Section 6.10 provides definitions.

Section 6.11 acknowledges the advisory nature of the role of the
members of the advisory board.

Section 6.12 lists the advisory board member duties and respon-
sibilities.
Section 6.13 provides the advisory board composition.

Section 6.14 addresses compensation and expense reimburse-
ment for advisory board members.

Section 6.15 provides the advisory board member ethics disclo-
sure requirements and related annual affirmation requirements.

Section 6.16 sets the term of office for advisory board members.

Section 6.17 provides the requirement for the trust company to
create an advisory board charter and related policies and to pro-
vide such information to the advisory board members.

Section 6.18 provides standards for the removal of advisory
board members for cause.

The comptroller received no comments on the proposed rules.

The new sections are adopted under Government Code,
§404.028(c), which authorizes the comptroller to adopt rules
governing members of the comptroller's investment advisory
board.

The new sections implement Government Code, §404.028 con-
cerning the comptroller's investment advisory board.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504503
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Victoria North

General Counsel for Fiscal and Agency Affairs
Comptroller of Public Accounts

Effective date: December 30, 2025

Proposal publication date: August 22, 2025

For further information, please call: (512) 475-2220
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PART 3. TEACHER RETIREMENT
SYSTEM OF TEXAS

CHAPTER 25. MEMBERSHIP CREDIT
SUBCHAPTER B. COMPENSATION
34 TAC §25.21

The Teacher Retirement System of Texas (TRS) adopts amend-
ments to §25.21, relating to Compensation Subject to Deposit
and Credit, under Subchapter B (relating to Compensation) of
Chapter 25 in Part 3 of Title 34 of the Texas Administrative Code
without changes to the text as proposed in the October 24, 2025
issue of the Texas Register (50 TexReg 6994). The rule will not
be republished.

REASONED JUSTIFICATION

TRS amends §25.21 in order to conform with legislation passed
during the regular session of the 89th Legislature. Specifically,
House Bill 2 (HB 2) amended Government Code §822.201 to
provide that any increased compensation paid to an employee
by a school district using funds received by the district from the
teacher retention allotment (TRA) or support staff retention al-
lotment (SSRA) is creditable compensation. HB 2 added these
allotments to the Education Code to provide compensation in-
creases for classroom teachers and other employees. In addi-
tion, HB 2 amended Section 822.201 to ensure that regardless
of how these increases are distributed to teachers and other em-
ployees, the increases would qualify as creditable compensation
for the purpose of TRS reporting. Based on these changes, TRS
amends §25.21 to similarly provide that any compensation paid
by a school district to an employee from the TRA or SSRA is
creditable compensation.

COMMENTS

No comments on the proposed adoption of the amendments
were received.

STATUTORY AUTHORITY

Amended §25.21 is adopted under the authority of Section 1.09
of House Bill 2, 89th Legislature, Regular Session; Government
Code § 822.201, which provides that increased compensation
paid to an employe by a school district using funds received by
the district under the teacher retention allotment under Section
48.158, Education Code or support staff retention allotment un-
der Section 48.1581, Education Code qualifies as "salary and
wages" for TRS purposes and is, therefore, subject to deposit
and credit by TRS; and Government Code §825.102, which au-
thorizes the board of trustees to adopt rules for administration of
the funds of the retirement system and eligibility for membership.

CROSS-REFERENCE TO STATUTE

Amended §25.21 affects the following statutes: Government
Code §822.201, relating to member compensation.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504511

Don Green

Chief Financial Officer

Teacher Retirement System of Texas

Effective date: December 30, 2025

Proposal publication date: October 24, 2025

For further information, please call: (512) 542-6506
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CHAPTER 27. TERMINATION OF
MEMBERSHIP AND REFUNDS
34 TAC §27.6

The Teacher Retirement System of Texas (TRS) adopts amend-
ments to §27.6 (relating to Reinstatement of an Account) of
Chapter 27 in Part 3 of Title 34 of the Texas Administrative Code
without changes to the text as proposed in the October 17, 2025
issue of the Texas Register (50 TexReg 6860). The rule will not
be republished.

REASONED JUSTIFICATION

In TRS' adopted four-year rule review published in the August
12, 2022 issue of the Texas Register (47 TexReg 4859), TRS
identified §27.6 as a rule for future amendment. Based on that
review, TRS adopts amendments to this rule.

The amendments to §27.6 remove reference to purchasing with-
drawn service at the previous reinstatement fee rate of 6% per
year since the member's service was withdrawn. The opportu-
nity to purchase at this fee rate expired in 2013.

COMMENTS

TRS did not receive comments on the proposed adoption of the
amendments.

STATUTORY AUTHORITY

The amended rule is adopted under the authority of Government
Code §825.102, which authorizes the board of trustees to adopt
rules for the transaction of the business of the board and Govern-
ment Code §823.501, which establishes fees and requirements
for a member to reinstate withdrawn service credit.

CROSS-REFERENCE TO STATUTE

The amended rule implements the following statutes: Govern-
ment Code §823.501, establishes fees and requirements for a
member to reinstate withdrawn service credit.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504514
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Don Green

Chief Financial Officer

Teacher Retirement System of Texas

Effective date: December 30, 2025

Proposal publication date: October 17, 2025

For further information, please call: (512) 542-6506

¢ 14 ¢
CHAPTER 29. BENEFITS

The Teacher Retirement System of Texas (TRS) adopts amend-
ments to §29.9 (relating to Survivor Benefits) of Chapter 29, Sub-
chapter A, in Title 34, Part 3, of the Texas Administrative Code
and §29.56 (relating to Minimum Distribution Requirements) of
Chapter 29, Subchapter D, in Title 34, Part 3, of the Texas Ad-
ministrative Code without changes to the text as proposed in the
October 17, 2025 issue of the Texas Register (50 TexReg 6861).
The rules will not be republished.

REASONED JUSTIFICATION

In TRS' adopted four-year rule review published in the August 12,
2022 issue of the Texas Register (47 TexReg 4859), TRS identi-
fied §29.9 and §29.56 as rules for future amendment. Based on
that review, TRS now amends these rules.

The adopted amendments to §29.9 simply clarify that the bene-
ficiary designated to receive survivor benefits by a retiree is the
beneficiary eligible to receive benefits payable under Govern-
ment Code §824.501.

The adopted amendments to §29.56 update the rule to conform
with federal law, primarily the changes made in the Secure Act
and Secure Act 2.0 that were passed by Congress in 2019 and
2022, respectfully. The primary change from both pieces of leg-
islation that is being implemented here was to increase the age
that retired participants must begin receiving required minimum
distributions. Under the Secure Act, the age increases from age
70 1/2 to age 72 for participants born after Jan. 1, 1949 and be-
fore Jan. 1, 1951. Secure Act 2.0 increases the age from 72
to age 73 for participants that were born after Jan. 1, 1951 and
before Jan. 1, 1960 and increases from 73 to 75 for plan partici-
pants that were born on or after Jan. 1, 1960. The amendments
to §29.56 also include other minor updates and nonsubstantive
changes to terminology and citations in the rule.

COMMENTS

TRS did not receive comments on the proposed adoption of the
amendments.

SUBCHAPTER A. RETIREMENT
34 TAC §29.9
STATUTORY AUTHORITY

The amendments to §29.9 are adopted under the authority of
Government Code §825.102 which authorizes the TRS Board
of Trustees to adopt rules for the eligibility for membership, the
administration of the funds of the retirement system, and the
transaction of business of the board; and Government Code
§824.101, which provides requirements relating to the designa-
tion of beneficiaries in the TRS retirement system and provides
that TRS may adopt rules to administer that section.

CROSS-REFERENCE TO STATUTE

The amendments to §29.9 implement Subchapter B (concerning
Beneficiaries) of Chapter 824 of the Government Code.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504515

Don Green

Chief Financial Officer

Teacher Retirement System of Texas

Effective date: December 30, 2025

Proposal publication date: October 17, 2025

For further information, please call: (512) 542-6506
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SUBCHAPTER D. PLAN LIMITATIONS
34 TAC §29.56
STATUTORY AUTHORITY

The amendments are adopted under the authority of Gov-
ernment Code §825.102 which authorizes the TRS Board of
Trustees to adopt rules for the eligibility for membership, the
administration of the funds of the retirement system, and the
transaction of business of the board, and Government Code
§825.506, which provides that TRS' pension plan shall be
administered as a qualified plan under §401(a) of the Internal
Revenue Code of 1986 (26 U.S.C. Section 401); that TRS
shall administer the plan in a manner that satisfies the required
minimum distribution provisions of Section 401(a)(9), Internal
Revenue Code of 1986; and that TRS may adopt rules to
administer these requirements.

CROSS-REFERENCE TO STATUTE

The amendments implement §825.506, Texas Government
Code (relating to Plan Qualification).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,

2025.

TRD-202504516

Don Green

Chief Financial Officer

Teacher Retirement System of Texas

Effective date: December 30, 2025

Proposal publication date: October 17, 2025

For further information, please call: (512) 542-6506

¢ ¢ ¢

CHAPTER 31. EMPLOYMENT AFTER
RETIREMENT

SUBCHAPTER A. GENERAL PROVISIONS
AND PROCEDURES

34 TAC §31.3
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The Teacher Retirement System of Texas (TRS) adopts amend-
ments to §31.3 (relating to Return-to-Work Employer Pension
Surcharge) under Subchapter A (relating to General Provisions
and Procedures) of Chapter 31 in Part 3 of Title 34 of the Texas
Administrative Code without changes to the text as proposed in
the October 24, 2025 issue of the Texas Register (50 TexReg
6997). The rule will not be republished.

REASONED JUSTIFICATION

TRS amends §31.3 to conform with legislation passed during
the regular session of the 89th Legislature. Specifically, House
Bill 2 (HB 2) repealed Government Code §825.4092(f). This
subsection was originally added in 2021 by Senate Bill 202 (SB
202). Subsection 825.4092(f), as added by SB 202, prohibited
TRS employers from directly or indirectly passing on the cost
of pension or health care surcharges to TRS retirees they
employ. To implement SB 202, TRS added this "pass-through
prohibition" to §31.3 and §41.4 (relating to Employer Health
Benefit Surcharge), which is also amended elsewhere in this
issue of the Texas Register. Because HB 2 repealed Subsection
824.4092(f), TRS amends §31.3 to remove this provision from
§31.3(e) as well.

COMMENTS

TRS received no comments on the proposed adoption of these
amendments.

STATUTORY AUTHORITY

The amended rule is adopted under the authority of Section
2.20(c) of House Bill 2, 89th Legislature, Regular Session;
Government Code §824.604, which provides that board of
trustees may adopt rules to administer laws under Subchap-
ter G of Chapter 824 of the Government Code; Government
Code §825.4092, which relates to employer contributions for
employed retirees; and Government Code §825.102, which au-
thorizes the board of trustees to adopt rules for the transaction
of the business of the board.

CROSS-REFERENCE TO STATUTE

The amended rule affects the following statute: Government
Code §825.4092, which relates to employer contributions for em-
ployed retirees.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,

2025.

TRD-202504512

Don Green

Chief Financial Officer

Teacher Retirement System of Texas

Effective date: December 30, 2025

Proposal publication date: October 24, 2025

For further information, please call: (512) 542-6506

¢ ¢ ¢

CHAPTER 41. HEALTH CARE AND
INSURANCE PROGRAMS

SUBCHAPTER A. RETIREE HEALTH CARE
BENEFITS (TRS-CARE)
34 TAC §41.4

The Teacher Retirement System of Texas (TRS) adopts amend-
ments to §41.4, relating to Employer Health Benefit Surcharge,
under Subchapter A (relating to Retiree Health Care Benefits
(TRS-CARE)) of Chapter 41 in Part 3 of Title 34 of the Texas
Administrative Code without changes to the text proposed in the
October 24, 2025 issue of the Texas Register (50 TexReg 6998).
The rule will not be republished.

REASONED JUSTIFICATION

TRS amends §41.4 to conform with legislation passed during the
regular session of the 89th Legislature. Specifically, House Bill 2
(HB 2) repealed Government Code §825.4092(f). This subsec-
tion was originally added in 2021 by Senate Bill 202 (SB 202).
Subsection 825.4092(f), as added by SB 202, prohibited TRS
employers from directly or indirectly passing on the cost of pen-
sion or health care surcharges to TRS retirees they employ. To
implement SB 202, TRS added this "pass-through prohibition”
to §41.4 and to §31.3 (relating to Return-to-Work Employer Pen-
sion Surcharge), which is also amended elsewhere in this is-
sue of the Texas Register. Because HB 2 repealed Subsection
824.4092(f), TRS amends §41.4 to remove this provision from
§41.4(i) as well.

COMMENTS

TRS did not receive comments on the proposed adoption of the
amendments.

STATUTORY AUTHORITY

Amended §41.4 is adopted under the authority of Section 2.20(c)
of House Bill 2, 89th Legislature, Regular Session; Government
Code §824.604, which provides that board of trustees may adopt
rules to administer laws under Subchapter G of Chapter 824 of
the Government Code; Government Code §825.4092, which re-
lates to employer contributions for employed retirees; and Gov-
ernment Code §825.102, which authorizes the board of trustees
to adopt rules for the transaction of the business of the board.

CROSS-REFERENCE TO STATUTE

Amended §41.4 affects the following statutes: Government
Code §825.4092, relating to employer contributions for em-
ployed retirees.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504513

Don Green

Chief Financial Officer

Teacher Retirement System of Texas

Effective date: December 30, 2025

Proposal publication date: October 24, 2025

For further information, please call: (512) 542-6506

¢ ¢ ¢
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TITLE 37. PUBLIC SAFETY AND CORREC-
TIONS

PART 1. TEXAS DEPARTMENT OF
PUBLIC SAFETY

CHAPTER 6. LICENSE TO CARRY
HANDGUNS

SUBCHAPTER B. ELIGIBILITY AND
APPLICATION PROCEDURES FOR A LICENSE
TO CARRY A HANDGUN

37 TAC §6.14, §6.19

The Texas Department of Public Safety (the department) adopts
amendments to §6.14 and adopts new §6.19, concerning Eli-
gibility And Application Procedures For A License To Carry A
Handgun. These rules are adopted without changes to the pro-
posed text as published in the October 24, 2025, issue of the
Texas Register (50 TexReg 7000) and will not be republished.

Amendments to §6.14 clarify that applicants for a license to carry
who are tactical medical professionals must submit their certifi-
cate of training in accordance with new §6.19, which provides
that the certificate of training is valid for one year. New §6.19
establishes the training, continuing education course, and cer-
tification requirements for tactical medical professionals with a
license to carry in compliance with House Bill 4995, 89th Leg.
R.S. (2025).

No comments were received regarding the adoption of these
rules.

These rules are adopted pursuant to Texas Government Code,
§411.004(3), which authorizes the Public Safety Commission
to adopt rules considered necessary for carrying out the de-
partment's work; §411.1884 which requires the director to adopt
rules establishing minimum standards for an initial training
course and an annual continuing education course for tactical
medical professionals who hold licenses to carry; and House
Bill 4995, 89th Leg., R.S. (2025).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504574

D. Phillip Adkins

General Counsel

Texas Department of Public Safety

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 424-5848

¢ ¢ ¢

SUBCHAPTER G. TACTICAL MEDICAL PRO-
FESSIONAL INSTRUCTOR CERTIFICATION
37 TAC §6.111, §6.112

The Texas Department of Public Safety (the department) adopts
new §6.111 and §6.112, concerning Tactical Medical Profes-
sional Instructor Certification. These rules are adopted without
changes to the proposed text as published in the October 24,
2025, issue of the Texas Register (50 TexReg 7001) and will
not be republished.

These new rules are necessary to implement House Bill 4995,
89th Leg. R.S. (2025), which requires the department to estab-
lish by rule minimum standards for a training course to be com-
pleted by tactical medical professionals who also hold a license
to carry. New §6.111 and §6.112 provide the application pro-
cedures and training requirements to enable qualified license to
carry handgun instructors to obtain the training and certification
required to offer the tactical medical professional training course
to tactical medical professionals who hold a license to carry.

No comments were received regarding the adoption of these
rules.

These rules are adopted pursuant to Texas Government Code,
§411.004(3), which authorizes the Public Safety Commission
to adopt rules considered necessary for carrying out the de-
partment's work; §411.1884 which requires the director to adopt
rules establishing minimum standards for an initial training
course and an annual continuing education course for tactical
medical professionals who hold licenses to carry; and House
Bill 4995, 89th Leg., R.S. (2025).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504575

D. Phillip Adkins

General Counsel

Texas Department of Public Safety

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 424-5848

¢ ¢ ¢

CHAPTER 10. IGNITION INTERLOCK
DEVICE

SUBCHAPTER C. MILITARY SERVICE
MEMBERS, VETERANS, AND SPOUSES
- SPECIAL CONDITIONS FOR VENDOR
AUTHORIZATIONS

37 TAC §10.24, §10.25

The Texas Department of Public Safety (the department) adopts
an amendment to §10.24 and new §10.25, concerning Military
Service Members, Veterans, And Spouses - Special Conditions
For Vendor Authorizations. These rules are adopted without
changes to the proposed text as published in the October 24,
2025, issue of the Texas Register (50 TexReg 7002) and will
not be republished.

The amendment and new rule implement House Bill 5629, 89th
Leg., R.S. (2025) by clarifying the alternative vendor authoriza-
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tion or licensing process and by establishing new rules for recog-
nizing another state's license similar in scope of practice to the
vendor authorization in this state for the Ignition Interlock Device
Program.

The department accepted comments on the proposals through
November 24, 2025. The substantive comments received and
the department's responses are summarized below.

COMMENT:

Written comments relating to §10.25 were submitted by Edward
Timmons, on behalf of Archbridge Institute recommending re-
placing the proposed language from "comparing the other state's
license requirements" to "comparing the other state's scope of
practice".

RESPONSE: The department disagrees with this comment. It
is necessary for the department to review the licensing require-
ments of other states, along with their statutes, rules, and appli-
cation review processes. Conducting this review is essential to
ensure that an applicant's prior authorization in another state cor-
responds with the lawful scope of regulated activities in Texas.
No changes were made to the proposal based on this comment.

These rules are adopted pursuant to Texas Government Code,
§411.004(3), which authorizes the Public Safety Commission to
adopt rules considered necessary for carrying out the depart-
ment's work; Texas Transportation Code, §521.247, which au-
thorizes the department to adopt rules for the approval of ignition
interlock devices; §521.2476, which authorizes the department
to establish by rule minimum standards for vendors of ignition
interlock devices who conduct business in this state and proce-
dures to ensure compliance with those standards; and House
Bill 5629, 89th Leg., R.S. (2025).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504576

D. Phillip Adkins

General Counsel

Texas Department of Public Safety

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 424-5848

¢ ¢ ¢

CHAPTER 23. VEHICLE INSPECTION
SUBCHAPTER C. VEHICLE INSPECTION
STATION OPERATION

37 TAC §23.25

The Texas Department of Public Safety (the department) adopts
an amendment to §23.25, concerning Vehicle Inspection Fees.
This rule is adopted without changes to the proposed text as
published in the October 24, 2025, issue of the Texas Register
(50 TexReg 7004) and will not be republished.

The amendment removes subsection (e) to implement Senate
Bill 1729, 89th Leg., R.S. (2025), which repeals the department's

authority to establish the three-year inspection fee for certain
rental vehicles.

No comments were received regarding the adoption of this rule.

This rule is adopted pursuant to Texas Government Code,
§411.004(3), which authorizes the Public Safety Commission
to adopt rules considered necessary for carrying out the de-
partment's work; Texas Transportation Code, §548.002, which
authorizes the department to adopt rules to administer and
enforce this chapter; and Senate Bill 1729, 89th Leg., R.S.
(2025).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504577

D. Phillip Adkins

General Counsel

Texas Department of Public Safety

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 424-5848

¢ ¢ ¢

SUBCHAPTER I. MILITARY SERVICE
MEMBERS, VETERANS, AND SPOUSES--
SPECIAL CONDITIONS

37 TAC §23.93, §23.95

The Texas Department of Public Safety (the department) adopts
an amendment to §23.93 and new §23.95, concerning Military
Service Members, Veterans, and Spouses--Special Conditions.
These rules are adopted without changes to the proposed text as
published in the October 24, 2025, issue of the Texas Register
(50 TexReg 7005) and will not be republished.

The amendment and new rule implement House Bill 5629, 89th
Leg., R.S. (2025) by clarifying the alternative certificate or licens-
ing process and by establishing new rules for recognizing an-
other state's license similar in scope of practice to the certificate
in this state for the Vehicle Inspection Program.

The department accepted comments on the proposals through
November 24, 2025. The substantive comments received and
the department's responses are summarized below.

COMMENT:

Written comments relating to §23.95 were submitted by Edward
Timmons, on behalf of Archbridge Institute recommending re-
placing the proposed language from "comparing the other state's
license requirements" to "comparing the other state's scope of
practice".

RESPONSE: The department disagrees with this comment. It
is necessary for the department to review the licensing require-
ments of other states, along with their statutes, rules, and appli-
cation review processes. Conducting this review is essential to
ensure that an applicant's prior authorization in another state cor-
responds with the lawful scope of regulated activities in Texas.
No changes were made to the proposal based on this comment.
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These rules are adopted pursuant to Texas Government Code,
§411.004(3), which authorizes the Public Safety Commission to
adopt rules considered necessary for carrying out the depart-
ment's work; Texas Transportation Code, §548.002, which au-
thorizes the department to adopt rules to administer and enforce
this chapter; and House Bill 5629, 89th Leg., R.S. (2025).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504578

D. Phillip Adkins

General Counsel

Texas Department of Public Safety

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 424-5848

¢ ¢ ¢

CHAPTER 35. PRIVATE SECURITY
SUBCHAPTER O. MILITARY SERVICE
MEMBERS, MILITARY VETERANS, AND
MILITARY SPOUSES - SPECIAL CONDITIONS
37 TAC §35.183, §35.186

The Texas Department of Public Safety (the department) adopts
an amendment to §35.183 and new §35.186, concerning Mili-
tary Service Members, Military Veterans, And Military Spouses
- Special Conditions. These rules are adopted without changes
to the proposed text as published in the October 24, 2025, issue
of the Texas Register (50 TexReg 7006) and will not be repub-
lished.

The amendment and new rule implement House Bill 5629, 89th
Leg., R.S. (2025) by clarifying the alternative licensing process
and by establishing new rules for recognizing another state's li-
cense similar in scope of practice to the license in this state for
the Private Security Program.

The department accepted comments on the proposals through
November 24, 2025. The substantive comments received and
the department's responses are summarized below.

COMMENT:

Written comments relating to §35.183 were submitted by Edward
Timmons, on behalf of Archbridge Institute recommending re-
placing the proposed language from "comparing the other state's
license requirements” to "comparing the other state's scope of
practice".

RESPONSE: The department disagrees with this comment. It
is necessary for the department to review the licensing require-
ments of other states, along with their statutes, rules, and appli-
cation review processes. Conducting this review is essential to
ensure that an applicant's prior authorization in another state cor-
responds with the lawful scope of regulated activities in Texas.
No changes were made to the proposal based on this comment.

These rules are adopted pursuant to Texas Government Code,
§411.004(3), which authorizes the Public Safety Commission to

adopt rules considered necessary for carrying out the depart-
ment's work; Texas Occupations Code, §1702.061(a), which au-
thorizes the Public Safety Commission to adopt rules and gen-
eral policies to guide the department in the administration of this
chapter; and House Bill 5629, 89th Leg., R.S. (2025).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504579

D. Phillip Adkins

General Counsel

Texas Department of Public Safety

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 424-5848

¢ ¢ ¢

CHAPTER 36. METALS RECYCLING
ENTITIES

SUBCHAPTER C. PRACTICE BY
CERTIFICATE HOLDERS AND REPORTING
REQUIREMENTS

37 TAC §36.33, §36.39

The Texas Department of Public Safety (the department) adopts
an amendment to §36.33 and new §36.39, concerning Practice
By Certificate Holders And Reporting Requirements. Section
36.39 is adopted with a change to the proposed text as pub-
lished in the October 24, 2025, issue of the Texas Register (50
TexReg 7007) and will be republished. Section 36.33 is adopted
without changes and will not be republished.

The amendment and new rule are necessary to implement Sen-
ate Bill 1646, 89th Leg., R.S. (2025). The amendment to §36.33
outlines the documentation a seller who sells insulated commu-
nications wire must provide to a metal recycling entity to estab-
lish that the wire was salvaged from a fire, and proposed new
§36.39 establishes the method by which a metal recycling entity
is required to document the type of seller from which the entity
purchased or acquired copper or brass material.

The department accepted comments on the proposals through
November 24, 2025. The substantive comments received and
the department's responses are summarized below.

COMMENT:

Written comments relating to §36.39(a) were submitted by Trey
LaMair on behalf of AT&T and recommended modifying the
second sentence of §36.39(a) from "... a metal recycling entity
purchased or acquired copper or brass material as defined in
§1956.133" to "...a metal recycling entity purchased or acquired
copper or brass material as defined in §1956.131".

RESPONSE: The department agrees with this comment and
is modifying the second sentence in §36.39(a) to refer to
§1956.131 of the Texas Occupations Code.

These rules are adopted pursuant to Texas Government Code,
§411.004(3), which authorizes the Public Safety Commission to
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adopt rules considered necessary for carrying out the depart-
ment's work; Texas Occupations Code, §1956.013, which autho-
rizes the Public Safety Commission to adopt rules to administer
this chapter; §1956.0134(e), which authorizes the Public Safety
Commission to adopt rules establishing the method by which a
metal recycling entity is required to document in a record the
type of seller from which the entity purchased or acquired cop-
per or brass material; §1956.0134(f), which authorizes the Public
Safety Commission to establish the type of documentation that
a person selling insulated communications wire must provide to
a metal recycling entity to establish that the wire was salvaged
from a fire; and Senate Bill 1646, 89th Leg., R.S. (2025).

§36.39.  Documentation of Seller Type for Certain Copper or Brass
Material.

(a) A metal recycling entity shall keep an accurate electronic
record or an accurate and legible written record of each purchase of
copper or brass material made in the course of the entity's business.
The record must clearly identify the type of seller listed in §1956.133
of the Act, from which a metal recycling entity purchased or acquired
copper or brass material as defined in §1956.131 of the Act.

(b) The record indicating the type of seller must be in a retriev-
able format and available for inspection as part of the records require-
ments pursuant to §1956.134 of the Act.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504584

D. Phillip Adkins

General Counsel

Texas Department of Public Safety

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 424-5848

¢ ¢ ¢

SUBCHAPTER D. MILITARY EXEMPTIONS
37 TAC §36.43, §36.45

The Texas Department of Public Safety (the department) adopts
an amendment to §36.43 and new §36.45, concerning Military
Exemptions. These rules are adopted without changes to the
proposed text as published in the October 24, 2025, issue of the
Texas Register (50 TexReg 7008) and will not be republished.

The amendment and new rule implement House Bill 5629, 89th
Leg., R.S. (2025) by clarifying the alternative certificate or licens-
ing process and by establishing a new rule for recognizing an-
other state's license similar in scope of practice to the certificate
of registration in this state for the Metals Recycling Entities Pro-
gram.

The department accepted comments on the proposals through
November 24, 2025. The substantive comments received and
the department's responses are summarized below.

COMMENT:

Written comments relating to §36.45 were submitted by Edward
Timmons, on behalf of Archbridge Institute recommending re-
placing the proposed language from "comparing the other state's

license requirements" to "comparing the other state's scope of
practice".

RESPONSE: The department disagrees with this comment. It
is necessary for the department to review the licensing require-
ments of other states, along with their statutes, rules, and appli-
cation review processes. Conducting this review is essential to
ensure that an applicant's prior authorization in another state cor-
responds with the lawful scope of regulated activities in Texas.
No changes were made to the proposal based on this comment.

These rules are adopted pursuant to Texas Government Code,
§411.004(3), which authorizes the Public Safety Commission to
adopt rules considered necessary for carrying out the depart-
ment's work; Texas Occupations Code, §1956.013, which autho-
rizes the Public Safety Commission to adopt rules to administer
this chapter; and House Bill 5629, 89th Leg., R.S. (2025).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504585

D. Phillip Adkins

General Counsel

Texas Department of Public Safety

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 424-5848

¢ ¢ ¢

SUBCHAPTER E. DISCIPLINARY
PROCEDURES AND ADMINISTRATIVE
PROCEDURES

37 TAC §36.60

The Texas Department of Public Safety (the department) adopts
amendments to §36.60, concerning Administrative Penalties.
This rule is adopted without changes to the proposed text as
published in the October 24, 2025, issue of the Texas Register
(50 TexReg 7009) and will not be republished.

The amendments modify the penalty schedule and add penalties
for violation of proposed changes to §36.33, concerning Docu-
mentation of Fire-Salvaged Insulated Communications Wire and
§36.39, concerning Documentation of Seller Type for Certain
Copper or Brass Material. These changes are necessary to im-
plement Senate Bill 1646, 89th Leg., R.S. (2025).

No comments were received regarding the adoption of this rule.

This rule is adopted pursuant to Texas Government Code,
§411.004(3), which authorizes the Public Safety Commission
to adopt rules considered necessary for carrying out the de-
partment's work; Texas Occupations Code, §1956.013, which
authorizes the Public Safety Commission to adopt rules to
administer this chapter; and Senate Bill 1646, 89th Leg., R.S.
(2025).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.
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Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504586

D. Phillip Adkins

General Counsel

Texas Department of Public Safety

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 424-5848

¢ ¢ ¢

CHAPTER 39. AUTOMATED MOTOR
VEHICLES
37 TAC §§39.1 - 39.3

The Texas Department of Public Safety (the department) adopts
new §§39.1 - 39.3, concerning Automated Motor Vehicles.
These rules are adopted without changes to the proposed
text as published in the October 24, 2025, issue of the Texas
Register (50 TexReg 7010) and will not be republished.

The new rules are necessary to implement Senate Bill 2807, 89th
Leg., R.S. (2025), regarding an authorization for a person to op-
erate one or more automated motor vehicles to transport prop-
erty or passengers in furtherance of a commercial enterprise on
highways and streets in this state without a human driver. The
department is required to adopt rules related to the form and
manner in which a person seeking an authorization must sub-
mit a plan to the department specifying how a person who pro-
vides firefighting, law enforcement, ambulance, medical, or other
emergency services should interact with an automated motor ve-
hicle during the provision of those services.

New §39.1, provides the purpose and scope of new Chapter 39;
new §39.2, provides definitions and a cross reference to the def-
initions in Transportation Code, Chapter 545, Subchapter J; and
new §39.3, prescribes the form and manner by which a person
must submit a first responder interaction plan to the department.

Section 12(b) of Senate Bill 2807 provides that a person is not
required to comply with Subchapter J, Chapter 545 of the Trans-
portation Code until the 90th day after the effective date of rules
adopted by the department and the Texas Department of Motor
Vehicles. The effective date of these rules is January 1, 2026.
The effective date of the Texas Department of Motor Vehicles
rules is February 27, 2026, as published in the October 3, 2025,
issue of the Texas Register (50 TexReg 6520). Therefore, a per-
son is required to comply with Subchapter J of Chapter 545 on
May 28, 2026.

The department accepted comments on the proposals through
November 24, 2025. The substantive comments received and
the department's responses are summarized below.

COMMENT:

Written comments relating to §39.3(c)(1) were submitted by
Volvo Autonomous Solutions and the Autonomous Vehicle
Industry Association generally in support of the rules with the
following recommendations. The commenters recommend
operators be permitted to provide first responder contact infor-
mation through either a telephone number or a QR code, the
QR code be linked to trained support specialists instead of the
First Responder Interaction Plan (FRIP), and removal of the
word "prominently."

RESPONSE: The department disagrees with these comments.
First responders require quick and immediate access to a fleet
support specialist that is most efficiently provided through an
easily identified telephone number prominently displayed on the
vehicle. Furthermore, the display of a telephone number is not
uncommon and is consistent with other typical commercial vehi-
cle operations and passenger carrying commercial vehicle oper-
ations across the country. A QR code which links to the First Re-
sponder Interaction Plan provides an additional layer of access
if a fleet support specialist is not immediately available through
a telephone number. In addition, separate requirements for a
telephone number and QR code provides redundancy in maxi-
mizing the chances a first responder will access support in the
event either the telephone number or QR code is not visible due
to extenuating circumstances, such as damage resulting from a
collision. No changes were made to the proposal based on these
comments.

COMMENT:

Written comments relating to §39.3(c)(1) were submitted by
Waymo LLC and Tesla with the following recommendations.
The commenters recommend the removal of the mandatory
display on the vehicle of a telephone number and QR code
linked to the FRIP.

RESPONSE: The department disagrees with these comments.
First responders require quick and immediate access to a fleet
support specialist that is most efficiently provided through an
easily identified telephone number prominently displayed on the
vehicle. Furthermore, the display of a telephone number is not
uncommon and is consistent with other typical commercial vehi-
cle operations and passenger carrying commercial vehicle oper-
ations across the country. A QR code which links to the First Re-
sponder Interaction Plan provides an additional layer of access
if a fleet support specialist is not immediately available through
a telephone number. In addition, separate requirements for a
telephone number and QR code provides redundancy in maxi-
mizing the chances a first responder will access support in the
event either the telephone number or QR code is not visible due
to extenuating circumstances, such as damage resulting from a
collision. No changes were made to the proposal based on these
comments.

COMMENT:

Written comments relating to §39.3(c)(1) were submitted by
Zoox with the following recommendation. The commenter rec-
ommends that the department clarify that phone numbers and
QR codes are not required to be displayed on "drivered" test
fleet autonomous vehicles with human operators in the vehicle.

RESPONSE: The department disagrees with this comment.
Subchapter J of Chapter 545 of the Transportation Code defines
an "automated driving system, an "automated motor vehicle,"
and a "human driver." Section 545.455(c) of the Transportation
Code applies to an automated motor vehicle without a human
driver operated to transport property or passengers in further-
ance of a commercial enterprise on a highway or street in this
state. Any fact scenario beyond the statutory definitions is
outside the scope of the department's rulemaking authority. No
changes were made to the proposal based on this comment.

COMMENT:

Written comments relating to §39.3(c)(5) and §39.3(d) were sub-
mitted by Tesla, Inc. with the following recommendations. Re-
lating to §39.3(c)(5), the commenter recommends that instead
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of requiring the disclosure of the name, title, and contact de-
tails of the individual authorized and responsible for enforcement
actions, the department instead require a dedicated email ad-
dress or telephone number. Relating to §39.3(d), the commenter
recommends the department clarify what constitutes a "material
change."

RESPONSE: The department disagrees with these comments.
A specific contact is required to ensure that the department has
a single point of contact that is responsible for the preparation
of the first responder interaction plan, including an individual au-
thorized and responsible for enforcement actions; however, a
person may choose to provide an additional dedicated email ad-
dress and telephone number in addition to a specific contact. A
material change is sufficiently described as any material change
related to how to communicate with a fleet support specialist who
is available during the period in which the automated motor ve-
hicle is in operation, how to safely remove the automated motor
vehicle from the roadway and safely tow the vehicle, how to rec-
ognize whether the automated motor vehicle is being operated
with the automated driving system engaged, and any additional
information the authorization holder, the manufacturer of the au-
tomated motor vehicle, or the manufacturer of the automated
driving system considers necessary regarding hazardous condi-
tions or public safety risks associated with the operation of the
vehicle. No changes were made to the proposal based on these
comments.

COMMENT:

Written comments relating to §39.1, §39.2, and §39.3 were sub-
mitted by the City of Austin, with the following comments and
recommendations.

Relating to §39.1, the commenter recommends clarifying
whether the FRIPs will be accessible to or required to be shared
with local first responder agencies in the jurisdictions where
automated motor vehicles operate.

Relating to §39.2, the commenter recommends that the depart-
ment clarify what the FRIP must include so that all operators sub-
mit comparable, useful information for first responders, including
the automated motor vehicle's cut points to safely access the ve-
hicle as well as procedures for law enforcement stops, crash re-
sponse, fire suppression, emergency extrication, and hazardous
materials incidents.

Relating to §39.3, the commenter recommends: (a) clarifying
whether and how local first responder agencies will be able to ac-
cess plans submitted through the department's designated sys-
tem and, if direct access is not provided, requiring operators to
certify that their plans have been shared with affected local agen-
cies; (b) including a required 24-hour emergency contact field;
and (c) developing a secure portal or access mechanism to allow
authorized first responders to view filed plans when responding
to incidents.

Relating to §39.3, the commenter recommends that the plan in-
clude how to identify the vehicle per SAE J0911, First Respon-
der Interactions with Fleet Managed Automated Driving System
Dedicated Vehicles.

Relating to §39.3, the commenter recommends that the first re-
sponder plan should be clear about how to contact the "support
specialist" and where on the vehicle the QR code and telephone
number may be found by first responders.

Relating to §39.3, the commenter recommends that the first re-
sponder plan be explicit about what personally protective equip-

ment is recommended when interacting with the vehicle in vari-
ous emergencies.

Relating to §39.3(c)(2), the commenter recommends that the first
responder plan have instructions on how to disable the auto-
mated driver feature to ensure the vehicle will not move unex-
pectedly.

Relating to §39.3(c)(2), the commenter recommends that the first
responder interaction plan should include clear instructions for
safely moving the vehicle during an emergency- either through
manual operations, if possible, or by specifying the procedure
for relocating the vehicle when manual control is not available.

Relating to §39.3(c)(2), the commenter recommends including
an Operational Design Domain or a map of the service area.

Relating to §39.3(c)(3), the commenter recommends including
"fleet operator" in the list of who can provide an updated first re-
sponder plan for compliance with SAE definitions for automated
vehicles.

RESPONSE: The department disagrees with these comments.
The recommendations are outside the scope of the department's
rulemaking authority. No changes were made to the proposal
based on these comments.

These rules are adopted pursuant to Texas Government Code,
§411.004(3), which authorizes the Public Safety Commission to
adopt rules considered necessary for carrying out the depart-
ment's work; Texas Transportation Code, §545.455(c)(2), which
authorizes the department to adopt rules for a plan specifying
how a person who provides firefighting, law enforcement, am-
bulance, medical, or other emergency services should interact
with the automated motor vehicle during the provision of those
services; and Senate Bill 2807, 89th Leg., R.S. (2025).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,

2025.

TRD-202504587

D. Phillip Adkins

General Counsel

Texas Department of Public Safety

Effective date: January 1, 2026

Proposal publication date: October 24, 2025

For further information, please call: (512) 424-5848

¢ ¢ ¢

PART 9. TEXAS COMMISSION ON
JAIL STANDARDS

CHAPTER 263. LIFE SAFETY RULES
SUBCHAPTER D. PLANS AND DRILLS FOR
EMERGENCIES

37 TAC §263.40

The Texas Commission on Jail Standards (TCJS) adopts
amendments to §263.40 (relating to life safety in county jails)
under Chapter 263 Part 9 of Title 37 of the Texas Administrative
Code without changes to the text as proposed in the September
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5, 2025, issue of the Texas Register (50 TexReg 5885). The
rule will not be republished.

The adoption of this rule corrects grammar in the administrative
code.

No comments were received during the public comment period.

Statutory authority to adopt this rule comes from Texas Govern-
ment Code 511.009.

No further article, statute, or code is affected by this adoption.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504493

Brandon Wood

Executive Director

Texas Commission on Jail Standards

Effective date: December 30, 2025

Proposal publication date: September 5, 2025

For further information, please call: (512) 850-9668

L4 L4 L4
SUBCHAPTER E. LIFE SAFETY AND
EMERGENCY EQUIPMENT

37 TAC §263.53

The Texas Commission on Jail Standards (TCJS) adopts
amendments to §263.53 (relating to life safety in county jails)
under Chapter 263 Part 9 of Title 37 of the Texas Administrative
Code without changes to the text as proposed in the September
5, 2025, issue of the Texas Register (50 TexReg 5886). The
rule will not be republished.

The adoption of this rule clarifies citations made in this rule.
No comments were received during the public comment period.

Statutory authority to adopt this rule comes from Texas Govern-
ment Code 511.009.

No further article, statute, or code is affected by this adoption.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504494

Brandon Wood

Executive Director

Texas Commission on Jail Standards

Effective date: December 30, 2025

Proposal publication date: September 5, 2025

For further information, please call: (512) 850-9668

¢ ¢ ¢
37 TAC §263.54

The Texas Commission on Jail Standards (TCJS) adopts
amendments to §263.54 (relating to life safety in county jails)
under Chapter 263 Part 9 of Title 37 of the Texas Administrative
Code without changes to the text as proposed in the September
5, 2025, issue of the Texas Register (50 TexReg 5886). The
rule will not be republished.

The adoption of this rule corrects grammar in the administrative
code.

No comments were received during the public comment period.

Statutory authority to adopt this rule comes from Texas Govern-
ment Code 511.009.

No further article, statute, or code is affected by this adoption.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504495

Brandon Wood

Executive Director

Texas Commission on Jail Standards

Effective date: December 30, 2025

Proposal publication date: September 5, 2025

For further information, please call: (512) 850-9668

¢ ¢ ¢

CHAPTER 265. ADMISSION
37 TAC §265.13

The Texas Commission on Jail Standards (TCJS) adopts
amendments to §265.13 (relating to verification of inmate vet-
eran status) under Chapter 265 Part 9 of Title 37 of the Texas
Administrative Code without changes to the text as proposed in
the September 5, 2025, issue of the Texas Register (50 TexReg
5887). The rule will not be republished.

The adoption of this rule requires county jails to conduct inmate
veteran status verification within the standard intake procedure.

No comments were received during the public comment period.

Statutory authority to adopt this rule comes from Texas Govern-
ment Code 511.009.

No further article, statute, or code is affected by this adoption.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504491

Brandon Wood

Executive Director

Texas Commission on Jail Standards

Effective date: December 30, 2025

Proposal publication date: September 5, 2025

For further information, please call: (512) 850-9668
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CHAPTER 291. SERVICES AND ACTIVITIES
37 TAC §291.4

The Texas Commission on Jail Standards (TCJS) adopts
amendments to §291.4 (relating to visitation plans in county
jails) under Chapter 291 Part 9 of Title 37 of the Texas Admin-
istrative Code without changes to the text as proposed in the
September 5, 2025, issue of the Texas Register (50 TexReg
5885). The rule will not be republished.

The adoption of this rule requires county jails to amend their vis-
itation plans to allow certain visitation to veterans.

No comments were received during the public comment period.

Statutory authority to adopt this rule comes from Texas Govern-
ment Code 511.009.

No further article, statute, or code is affected by this adoption.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 10,
2025.

TRD-202504492

Brandon Wood

Executive Director

Texas Commission on Jail Standards

Effective date: December 30, 2025

Proposal publication date: September 5, 2025

For further information, please call: (512) 850-9668

¢ ¢ ¢
TITLE 43. TRANSPORTATION

PART 10. TEXAS DEPARTMENT OF
MOTOR VEHICLES

CHAPTER 217. VEHICLE TITLES AND
REGISTRATION

INTRODUCTION. The Texas Department of Motor Vehicles (de-
partment) adopts amendments to 43 Texas Administrative Code
(TAC) Chapter 217, Vehicle Titles and Registration. The depart-
ment adopts the simultaneous repeal of Subchapter A, Motor Ve-
hicle Titles; §217.10, relating to Appeal to the County, and addi-
tion of new Subchapter A, Motor Vehicle Titles; §217.10, relating
to Department Decisions on Titles and Appeals to the County.
The department additionally adopts amendments to Subchap-
ter B, Motor Vehicle Registration; §217.41, relating to Disabled
Person License Plates and Disabled Parking Placards. The de-
partment further adopts new Subchapter D, Nonrepairable and
Salvage Motor Vehicles; §217.87, relating to Requirements for
Certain Vehicles Acquired by a Used Automotive Parts Recy-
cler Without a Title. The amendments, new sections, and re-
peal are necessary to implement legislation, to clarify existing
statutory requirements, and to make nonsubstantive grammati-
cal changes to improve readability.

The department adopts §217.10 and §217.41 without changes
to the proposed text as published in the October 3, 2025, issue

of the Texas Register (50 TexReg 6469) and they will not be
republished. The department adopts §217.87 with revisions to
the proposed text as published in the October 3, 2025, issue of
the Texas Register (50 TexReg 6469) and it will be republished.
In conjunction with this adoption, the department is adopting the
repeal of §217.10, which is also published in this issue of the
Texas Register.

REASONED JUSTIFICATION. The repeal of §217.10, relating
to Appeal to the County, is adopted because the current lan-
guage in the section is duplicative of the statutory requirements
in Transportation Code, §501.052, and is therefore unnecessary
as rule text. To replace the repealed section, the department
adopts new §217.10, relating to Department Decisions on Titles
and Appeals to the County. Adopted new §217.10(a) clarifies
what constitutes evidence of a title refusal or revocation by the
department under Transportation Code, §501.051, for purposes
of determining eligibility for a hearing by a tax accessor-collector
under Transportation Code, §501.052. The adopted language
in new §217.10(a) specifies that for purposes of determining
whether a person is eligible for a tax accessor-collector hear-
ing under Transportation Code §501.052, the official record of
the department's refusal to issue a title is a written notice of de-
termination from the department. Adopted new §217.10(a) also
clarifies that the official record of a revoked title is a revocation
remark on the motor vehicle record in the department's Regis-
tration and Title System. These adopted new provisions clarify
and prevent confusion about the official records of department
action that demonstrate eligibility for an appeal hearing under
Transportation Code, §501.052.

Adopted new §217.10(b) clarifies that a department decision
that an applicant is ineligible to obtain a bonded title under
Transportation Code §501.053 is a not a refusal to issue title un-
der Transportation Code, §501.051, and therefore is not subject
to a tax accessor-collector hearing under Transportation Code,
§501.052. This adopted new language addresses confusion by
some tax accessor-collectors, who have incorrectly treated the
department's ineligibility determinations under Transportation
Code, §501.053 as refusals to title under Transportation Code,
§501.051. Adopted new §217.10(b) also aligns the department's
rules with recent court rulings, which held that a notice from
the department that a vehicle is ineligible for bonded title is not
a refusal by the department to issue title under Transportation
Code, §501.051.

Adopted amendments to §217.41, relating to Disabled Person Li-
cense Plates and Disabled Parking Placards, implement Senate
Bill (SB) 2001, 89th Legislature, Regular Session (2025), which
created Transportation Code, §504.2025, relating to Peace Of-
ficers with Disabilities. Section 504.2025 established the right
of a qualifying peace officer to obtain disabled peace officer li-
cense plates and disabled parking placards. Adopted amend-
ments to §217.41(b)(1), (b)(2)(A), and (b)(3)(A) add statutory ref-
erences to Transportation Code, §504.2025, to include qualify-
ing disabled peace officers as "disabled persons" for purposes of
the eligibility for and issuance of disabled person license plates
and disabled parking placards under §217.41. Adopted new
§217.41(b)(2)(D) clarifies Transportation Code, §504.202(h) and
§504.2025(h) by explaining that qualifying disabled veterans and
disabled peace officers have the option to obtain general issue
license plates at no expense, in lieu of disabled veteran or peace
officer license plates. An adopted amendment to §217.41(b)(1)
also adds a reference to the Transportation Code to the citation
to §504.202(b-1). An adopted amendment to §217.41(b)(2)(B)
adds the titles to §217.43 and §217.45 for ease of reference
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to these sections. An adopted amendment to §217.41(c) adds
the title to §217.28 for ease of reference. Adopted amendments
throughout §217.41 correct punctuation to statutory citations by
inserting commas between the Texas code and section number.

Adopted new §217.87, relating to Requirements for Certain Ve-
hicles Acquired by a Used Automotive Parts Recycler Without a
Title, implements House Bill (HB) 5436, 89th Legislature, Regu-
lar Session (2025). Transportation Code, §501.098, relating to
Exception to Title Requirement for Certain Vehicles, provides a
process for a used automotive parts recycler (recycler) to ac-
quire motor vehicles without titles for the purpose of disman-
tling, scraping and parting them, without incurring the cost and
delay of going through the bonded title process. Adopted new
§217.87(a)(1) informs a recycler of their obligation to determine
if a motor vehicle acquired without a title under Transportation
Code, §501.098(a) has been reported stolen or is subject to
a recorded lien or security interest by submitting a form to the
department within the time prescribed by Transportation Code,
§501.098(c) and §501.098(g). Adopted new §217.87(a)(2) re-
quires the recycler to separately report this information to the
National Motor Vehicle Title Information System (NMVTIS), to
comply with Transportation Code, §501.098(c) and to clarify that
the department will not be reporting information to NMVTIS on
the recycler's behalf. Adopted new §217.87(b) describes the in-
formation that the recycler must submit on a department form to
ascertain whether a vehicle was reported stolen or is subject to
any recorded liens, consistent with the information specified un-
der 28 C.F.R. §25.56, to implement the requirements provided
in Transportation Code, §501.098(c) and §501.098(g). Adopted
new §217.87(b)(5) requires recyclers to attest that the vehicle
meets the requirements of Transportation Code, §501.098(a)(1)
and (2), in order to ensure that the vehicle is eligible for a recy-
cler to purchase without obtaining title, so that the department
can avoid wasting resources by processing forms for ineligible
vehicles. At adoption and in response to a public comment,
the proposed language for new §217.87(c) was modified to add
"or electronically following the procedures set out on the depart-
ment's website," to allow for an electronic method of delivering
the form to the department. This is an optional, but likely faster
and more efficient alternative to delivering the form in person to
one of the department's 18 regional service centers. The lan-
guage added to new §217.87(c) at adoption will also allow the
department flexibility on the specific method of electronic deliv-
ery, so that the department can use monitored email or electronic
forms until it has an opportunity to develop and deploy a more
sophisticated electronic system for handling the submission of
the forms.

Adopted new §217.87(d) describes the actions the department
will take in response to receiving the recycler's form under
subsection (b) of this section. Adopted new §217.87(d)(1)(A)
requires the department to provide the recycler with notice of
whether the motor vehicle has been reported stolen either in
person or by email, to assure that the department meets the
48-hour deadline for issuing the notice in accordance with Trans-
portation Code, §501.098(d). Adopted new §217.87(d)(1)(B)
describes the department's method of informing the recycler in
person or by email if the vehicle is subject to a recorded lien
or security interest in the department's Registration and Title
System, to expedite the notice required under Transportation
Code, §501.098(g). Adopted new §217.87(d)(1)(B) also informs
the recycler of the process of obtaining from the department the
contact information for a recorded lien holder, which is infor-
mation that Transportation Code, §501.098(h)(2) requires the

recycler provide to the county tax accessor-collector. Adopted
new §217.87(d)(2) clarifies that if there is a motor vehicle record
for the vehicle in the department's Registration and Title Sys-
tem, the department will make a notation in the motor vehicle
record that the motor vehicle has been dismantled, scrapped
or destroyed, and cancel the title issued by the department
for the motor vehicle, in accordance with Transportation Code,
§501.098(f).

Adopted new §217.87(e) describes the process for a lienholder
or last registered owner of a motor vehicle acquired by a recy-
cler under Transportation Code, §501.098 to request that the
department reinstate the title and remove a notation in the de-
partment's records for the motor vehicle made under Transporta-
tion Code, §501.098(f)(1) and adopted new §217.87(d)(2), in-
dicating that the vehicle had been dismantled, scrapped or de-
stroyed. Adopted new §217.87(e) describes the process of mak-
ing the request to the department by presenting valid proof of
identification and submitting a receipt received from the recycler
transferring the motor vehicle back to the lienholder or last reg-
istered owner. The adopted new provisions for §217.87(e) im-
plement and administer Transportation Code, §501.098(j), which
provides a lienholder or last registered owner the right to retrieve
the motor vehicle acquired by the recycler under Transportation
Code, §501.098. Additionally, adopted new §217.87(e) avoids
subjecting the lienholder or last registered owner to any addi-
tional costs, such as the bonded title process would require.

Adopted new §217.87(f) describes the form and format for the
records a recycler is required to compile under Transportation
Code, §501.098(b) and have available for inspection by law en-
forcement or department personnel under Transportation Code,
§501.098(m). Adopted new §217.87(f)(1) requires a recycler
to collect and record the information specified under Trans-
portation Code, §501.098(b)(1)-(9) on a department form made
available on the department's website, and to maintain that form
together with the identification documents under Transportation
Code, §501.098(b)(10) and the department's response under
adopted new §217.87(d). Adopted new §217.87(f)(2) allows a
recycler the option to maintain records in an electronic format.
The adopted new §217.87(f) implements Transportation Code,
§501.098(b), to clarify the manner in which a recycler is to
compile and maintain the information specified in Transportation
Code, §501.098(b) and (c), for inspection under Transportation
Code, §501.098(m).

SUMMARY OF COMMENTS.

The department received one written comment on the proposal
from the Texas Automotive Recyclers Association (TARA).

Comment: TARA commented that while they understood the de-
partment is currently developing an electronic system to receive
and process forms submitted by recyclers, they requested the
department revise §217.87(c) to provide an option for recyclers
to deliver the forms to the department by electronic means as
a more efficient alternative to an in-person visit to a department
regional service center. TARA further commented that the de-
partment could offer an interim hybrid system allowing recyclers
to submit a department form via email or in person.

Response. The department agrees. The department modified
the proposed language in §217.87(c) at adoption to address this
concern by adding "or electronically following the procedures set
out on the department's website" that allows for an electronic
submission of the form by recyclers.

SUBCHAPTER A. MOTOR VEHICLE TITLES
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43 TAC §217.10

STATUTORY AUTHORITY. The department adopts the repeal
of §217.10 under Transportation Code, §501.0041, which gives
the department authority to adopt rules to administer Transporta-
tion Code, Chapter 501, Certificate of Title Act; Transportation
Code, §501.051, which gives the department authority to
refuse, cancel, suspend or revoke a title; Transportation Code,
§501.052, which provides an interested person aggrieved by
a refusal, rescission, cancellation, suspension, or revocation
under Transportation Code, §501.051, the right to apply for
hearing to the county assessor-collector; and Transportation
Code, §1002.001, which authorizes the board to adopt rules
that are necessary and appropriate to implement the powers
and the duties of the department.

CROSS REFERENCE TO STATUTE. The adopted repeal would
implement Transportation Code, Chapters 501 and 1002.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504580

Laura Moriaty

General Counsel

Texas Department of Motor Vehicles

Effective date: January 1, 2026

Proposal publication date: October 3, 2025

For further information, please call: (512) 465-4160

¢ ¢ ¢

43 TAC §217.10

STATUTORY AUTHORITY. The department adopts new
§217.10 under Transportation Code, §501.0041, which gives
the department authority to adopt rules to administer Trans-
portation Code, Chapter 501; Transportation Code, §501.051,
which gives the department authority to refuse, cancel, suspend
or revoke a title; Transportation Code, §501.053, which gives
the department authority to determine the eligibility for a bonded
title; Transportation Code, §1002.001, which authorizes the
board to adopt rules that are necessary and appropriate to
implement the powers and the duties of the department; and
the statutory authority referenced throughout the preamble and
in the rule text.

CROSS REFERENCE TO STATUTE. The adopted new section
would implement Transportation Code, Chapters 501 and 1002.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504581

Laura Moriaty

General Counsel

Texas Department of Motor Vehicles

Effective date: January 1, 2026

Proposal publication date: October 3, 2025

For further information, please call: (512) 465-4160

¢ ¢ ¢

SUBCHAPTER B. MOTOR VEHICLE
REGISTRATION
43 TAC §217.41

STATUTORY AUTHORITY. The department adopts amend-
ments to §217.41 under Transportation Code, §504.0011, which
gives the board authority to adopt rules to implement and
administer Transportation Code, Chapter 504, License Plates;
Transportation Code, §504.010, which authorizes the board to
adopt rules governing the placement of license plates on motor
vehicles; Transportation Code, §504.202, entitling a qualifying
disabled veteran to elect for license plates issued under Trans-
portation Code, Chapter 502 in lieu of disabled veteran license
plates; Transportation Code, §504.2025, as created by Senate
Bill 2001, 89th Legislature, Regular Session (2025), providing
a qualifying peace officer with the option to obtain disabled
peace officer license plates and disabled parking placards;
Transportation Code, §1002.001, which authorizes the board to
adopt rules that are necessary and appropriate to implement
the powers and the duties of the department; and the statutory
authority referenced throughout the preamble and in the rule
text.

CROSS REFERENCE TO STATUTE. The adopted amendments
would implement Transportation Code, Chapters 504 and 1002.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,
2025.

TRD-202504582

Laura Moriaty

General Counsel

Texas Department of Motor Vehicles

Effective date: January 1, 2026

Proposal publication date: October 3, 2025

For further information, please call: (512) 465-4160

¢ L4 ¢
SUBCHAPTER D. NONREPAIRABLE AND
SALVAGE MOTOR VEHICLES

43 TAC §217.87

STATUTORY AUTHORITY. The department adopts new
§217.87 under Transportation Code, §501.0041, which gives the
department authority to adopt rules to administer Transportation
Code, Chapter 501, Certificate of Title Act; Transportation Code,
§501.098, as created by House Bill 5436, 89th Legislature,
Regular Session (2025), which gives the department authority
to prescribe the manner in which a used automotive parts
recycler compiles the information required under Transportation
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Code, §501.098(b) on motor vehicles purchased without title for
purposes of dismantling, scrapping or parting, the authority to
prescribe the manner in which a used automotive parts recycler
submits to the department any information necessary to satisfy
any applicable requirement for reporting information to the Na-
tional Motor Vehicle Title Information System, and the authority
to inspect records under Transportation Code, §501.098(m);
and Transportation Code, §1002.001, which authorizes the
board to adopt rules that are necessary and appropriate to
implement the powers and the duties of the department; and
the statutory authority referenced throughout the preamble and
in the rule text.

CROSS REFERENCE TO STATUTE. The adopted new section
would implement Transportation Code, Chapters 501 and 1002.

$§217.87. Requirements for Certain Vehicles Acquired by a Used Au-
tomotive Parts Recycler Without a Title.
(a) Reporting requirements.

(1) A used automotive parts recycler (recycler), as defined
in Occupations Code §2309.002, that purchases a motor vehicle with-
out a title, in accordance with Transportation Code, §501.098(a), shall
determine if the motor vehicle is reported stolen and if the motor vehi-
cle is the subject of any recorded security interests or liens by complet-
ing and submitting the form described in subsection (b) of this section
to the department within the time provided under Transportation Code,
§501.098(c) and §501.098(g).

(2) Arecycler must separately report the information spec-
ified under Transportation Code, §501.098(c) to the National Motor
Vehicle Title Information System.

(b) Information on form. A recycler shall submit a form con-
taining the following information:

(1) name, mailing address, email address and phone num-
ber of the recycler;

(2) the vehicle identification number for the motor vehicle;
(3) the date the motor vehicle was obtained;

(4) the name of the individual or entity from whom the mo-
tor vehicle was obtained;

(5) A statement that the vehicle:
(A) is at least 13 years old,

(B) is purchased solely for parts, dismantling, or scrap,
and

(C) has not been registered for at least seven years; and

(6) the signature of the recycler or the recycler's authorized
agent.

(c) Submittal of form. The form shall be submitted to the de-
partment in person at one of the department's regional offices or elec-
tronically following the procedures set out on the department's website.

(d) Department response.

(1) Upon receipt of a completed and signed form under
subsection (b) of this section, the department shall:

(A) notify the recycler, in person or via the email ad-
dress specified on the form, within the time specified under Transporta-
tion Code, §501.098(d), whether the motor vehicle has been reported
stolen; and

(B) notify the recycler, in person or via the email ad-
dress specified on the form, whether the motor vehicle is the subject

of a recorded security interest or lien in the department's Registration
and Title System. If the vehicle has a recorded lien or security interest,
the recycler may obtain the contact information of the holder of that
recorded lien or security interest from the department by submitting a
request in accordance with §217.123 of this title (relating to Access to
Motor Vehicle Records).

(2) If the motor vehicle has a motor vehicle record in the
department's Registration and Title System, the department shall:

(A) add a notation to the motor vehicle record that the
motor vehicle has been dismantled, scrapped, or destroyed; and

(B) cancel the title issued by the department for the mo-
tor vehicle.

(e) Vehicles retrieved from recycler. The department shall re-
instate the title and remove the notation in the department's records
specified under subsection (d)(2) of this section and Transportation
Code, §501.098(f)(1) at the request of a lienholder or last registered
owner of a vehicle that is retrieved from a recycler under Transporta-
tion Code, §501.098(j). The request must include:

(1) a receipt from the recycler transferring the vehicle to
the lienholder or last registered owner that includes the vehicle identi-
fication number, year and make; and

(2) valid proof of identification as provided in §217.7 of
this title (relating to Replacement of Title).

() Records.

(1) A recycler shall collect and record the information
specified in Transportation Code, §501.098(b)(1)-(9) on a form avail-
able on the department's website and maintain that form with the
identification documents under Transportation Code, §501.098(b)(10)
and the department's response under subsection (d) of this section.

(2) The records may be maintained in an electronic format.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 12,

2025.

TRD-202504583

Laura Moriaty

General Counsel

Texas Department of Motor Vehicles

Effective date: January 1, 2026

Proposal publication date: October 3, 2025

For further information, please call: (512) 465-4160

¢ ¢ ¢

PART 18. MONTGOMERY COUNTY
TAX ASSESSOR-COLLECTOR

CHAPTER 445. MOTOR VEHICLE TITLE
SERVICES
43 TAC §§445.1 - 445.17

The Montgomery County Tax Assessor-Collector adopts new 43
TAC §§445.1 - 445.17, concerning the regulation of motor vehi-
cle title services, without changes to the proposed text as pub-
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lished in the October 17, 2025, issue of the Texas Register (50
TexReg 6868). The rules will not be republished.

There were no comments on the proposed new sections submit-
ted to Tammy McRae, Montgomery County Tax Assessor-Col-
lector, or to the office in general.

Statutory Authority. The Montgomery County Tax Assessor-Col-
lector adopts the new sections pursuant to Transportation Code,
Chapter 520, Subchapter E, which provides the county tax as-
sessor-collector the authority to adopt rules regarding motor ve-
hicle title services.

This adoption does not affect any other statutes, articles or
codes.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 9,
2025.

TRD-202504482

Tammy J. McRae

Montgomery County Tax Assessor-Collector
Montgomery County Tax Assessor-Collector
Effective date: December 29, 2025

Proposal publication date: October 17, 2025

For further information, please call: (936) 538-8124

¢ ¢ ¢
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	be prescribed by a physician to be reimbursed by Medicaid. This amendment permits Medicaid reimbursement for PT services that are prescribed by a licensed physician assistant (PA) or an advanced practice registered nurse (APRN) licensed as a certified nurse practitioner (CNP) or a clinical nurse specialist (CNS), as authorized by their professional licensure and state law. This amendment aligns with the rules governing physical therapy as a home health benefit in Texas Administrative Code Title 1, §354.1031
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	are presumed to know and act within state law and their profes-sional licensure when providing services to Medicaid recipients. STATUTORY AUTHORITY The amendment is adopted under Texas Government Code §524.0151, which provides that the executive commissioner of HHSC shall adopt rules for the operation and provision of ser-vices by the health and human services system, and provides the executive commissioner of HHSC with broad rulemaking authority; and Texas Human Resources Code §32.021, which provides HHSC 
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	(d) The following are not reimbursable physical therapy ser-vices under Texas Medicaid: (1) services relating to activities for the general good and welfare of a recipient such as general exercises to promote overall fit-ness and flexibility; (2) services relating to activities to provide diversion or general motivation; and (3) repetitive services designed to maintain a recipient's function after the recipient reaches the maximum level of improve-ment. (e) The physician or physical therapist who provides p
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	PART 5. OFFICE OF CONSUMER CREDIT COMMISSIONER CHAPTER 83. REGULATED LENDERS AND CREDIT ACCESS BUSINESSES SUBCHAPTER A. RULES FOR REGULATED LENDERS The Finance Commission of Texas (commission) adopts amend-ments to §83.301 (relating to Definitions), §83.302 (relating to Filing of New Application), §83.303 (relating to Transfer of License; New License Application on Transfer of Ownership), §83.306 (relating to Updating Application and Contact Informa-tion), §83.307 (relating to Processing of Application), §8
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	censing system and promote efficiency. This is particularly true for entities that hold licenses with the OCCC and with another state agency, because these entities will be able to manage mul-tiple licenses through NMLS. Adopted amendments to §83.301 replace the term "principal party" with "key individual" to be consistent with the terminology in NMLS. Another amendment adds a definition of "NMLS." Since the proposal, a technical change has been made to add the word "an" between "including" and "individual"
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	plained later in this preamble in the discussion of amendments to §83.306. Therefore, §83.304 will no longer be necessary. The adoption repeals §83.305, which currently requires license applicants to provide supplemental information to the OCCC on request. Because of the adopted amendment at §83.302(c) ex-plaining the OCCC may require additional information, §83.305 will no longer be necessary. Adopted amendments to §83.306 consolidate and simplify the types of required notifications that a licensee must pr
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	advance change notice, as discussed earlier in this preamble. Since the proposal, a technical change has been made to en-sure that an internal cross-reference correctly cites subsection (b). Adopted amendments to §83.309 revise requirements for li-cense surrender. The amendments explain that a licensee may surrender a license by providing the information required by the OCCC's written instructions, in accordance with Texas Finance Code, §342.160, and that a surrender is effective when the OCCC approves the 
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	7 TAC §§83.301 -83.303, 83.306 -83.309, 83.311 The rule changes are adopted under Texas Finance Code, §342.551, which authorizes the commission to adopt rules to enforce Texas Finance Code, Chapter 342. The rule changes are also adopted under Texas Finance Code, §14.109, which authorizes the OCCC to require that a person submit information through NMLS if the information is required under a rule adopted under Texas Finance Code, Chapter 342. In addition, Texas Finance Code, §11.304 authorizes the commission
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	(b) Company license application. A company license applica-tion will include the following information and any other information listed in the OCCC's written instructions: (1) A company form including the name of the applicant entity, contact information, registered agent, location of books and records, bank account information, legal status, and responses to dis-closure questions. (2) An individual form for each key individual, including name, contact information, and responses to disclosure questions. (3)
	(b) Company license application. A company license applica-tion will include the following information and any other information listed in the OCCC's written instructions: (1) A company form including the name of the applicant entity, contact information, registered agent, location of books and records, bank account information, legal status, and responses to dis-closure questions. (2) An individual form for each key individual, including name, contact information, and responses to disclosure questions. (3)
	(b) Company license application. A company license applica-tion will include the following information and any other information listed in the OCCC's written instructions: (1) A company form including the name of the applicant entity, contact information, registered agent, location of books and records, bank account information, legal status, and responses to dis-closure questions. (2) An individual form for each key individual, including name, contact information, and responses to disclosure questions. (3)




	(e) Amendments to pending application. An applicant must immediately amend a pending application if any information changes requiring a materially different response from information provided in the original application. §83.303. Transfer of License; New License Application on Transfer of Ownership. (a) Purpose. This section describes the license application re-quirements when a licensed entity transfers ownership of the entity. If a transfer of ownership occurs, the transferee must submit a new license app
	(e) Amendments to pending application. An applicant must immediately amend a pending application if any information changes requiring a materially different response from information provided in the original application. §83.303. Transfer of License; New License Application on Transfer of Ownership. (a) Purpose. This section describes the license application re-quirements when a licensed entity transfers ownership of the entity. If a transfer of ownership occurs, the transferee must submit a new license app
	OCCC. The OCCC may accept prescribed alternative formats to facili-tate multistate uniformity of applications or in order to accept approved electronic submissions. The transferee must pay appropriate fees in connection with the application. (2) Documentation of transfer of ownership. The applica-tion must include documentation evidencing the transfer of ownership. The documentation should include one or more of the following: (A) a copy of the asset purchase agreement when only the assets have been purchas

	simultaneously operate under a single license. A permission to operate terminates if the OCCC denies an application described by subsection (e). (g) Transferee's authority to engage in business. If a transferee has filed a complete application including a request for permission to operate as described by subsection (e), by the deadline described by subsection (d), then the transferee may engage in business as a reg-ulated lender. However, the transferee must immediately cease doing business if the OCCC deni
	simultaneously operate under a single license. A permission to operate terminates if the OCCC denies an application described by subsection (e). (g) Transferee's authority to engage in business. If a transferee has filed a complete application including a request for permission to operate as described by subsection (e), by the deadline described by subsection (d), then the transferee may engage in business as a reg-ulated lender. However, the transferee must immediately cease doing business if the OCCC deni
	simultaneously operate under a single license. A permission to operate terminates if the OCCC denies an application described by subsection (e). (g) Transferee's authority to engage in business. If a transferee has filed a complete application including a request for permission to operate as described by subsection (e), by the deadline described by subsection (d), then the transferee may engage in business as a reg-ulated lender. However, the transferee must immediately cease doing business if the OCCC deni
	Filed with the Office of the Secretary of State on December 12, 2025. TRD-202504608 Matthew Nance General Counsel Office of Consumer Credit Commissioner Effective date: January 1, 2026 Proposal publication date: November 7, 2025 For further information, please call: (512) 936-7660 ♦ ♦ ♦ 7 TAC §83.304, §83.305 The rule changes are adopted under Texas Finance Code, §342.551, which authorizes the commission to adopt rules to enforce Texas Finance Code, Chapter 342. The rule changes are also adopted under Texas
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	The commission adopts the amendments to §§89.206, 89.207, 89.306, 89.307, 89.308, 89.309, 89.311, 89.403, and 89.405, and adopts the repeal of §§89.304, 89.305, and 89.402, without changes to the proposed text as published in the November 7, 2025 issue of the Texas Register (50 TexReg 7183). The rules will not be republished. The commission adopts the amendments to §§89.301, 89.302, and 89.303, and adopts new §89.806, with changes to the pro-posed text as published in the November 7, 2025 issue of the Texas
	The commission adopts the amendments to §§89.206, 89.207, 89.306, 89.307, 89.308, 89.309, 89.311, 89.403, and 89.405, and adopts the repeal of §§89.304, 89.305, and 89.402, without changes to the proposed text as published in the November 7, 2025 issue of the Texas Register (50 TexReg 7183). The rules will not be republished. The commission adopts the amendments to §§89.301, 89.302, and 89.303, and adopts new §89.806, with changes to the pro-posed text as published in the November 7, 2025 issue of the Texas


	The Nationwide Multistate Licensing System (NMLS) is an online platform used by state financial regulatory agencies to manage li-censes, including license applications and renewals. NMLS was created in 2008. The federal Secure and Fair Enforcement for Mortgage Licensing Act of 2008 explains that the purposes of NMLS include increasing uniformity and reducing regulatory bur-den. SAFE Act, 12 USC §5101. Each state currently uses NMLS for licensing individual RMLOs, and states are increasingly us-ing the syste
	The Nationwide Multistate Licensing System (NMLS) is an online platform used by state financial regulatory agencies to manage li-censes, including license applications and renewals. NMLS was created in 2008. The federal Secure and Fair Enforcement for Mortgage Licensing Act of 2008 explains that the purposes of NMLS include increasing uniformity and reducing regulatory bur-den. SAFE Act, 12 USC §5101. Each state currently uses NMLS for licensing individual RMLOs, and states are increasingly us-ing the syste
	The Nationwide Multistate Licensing System (NMLS) is an online platform used by state financial regulatory agencies to manage li-censes, including license applications and renewals. NMLS was created in 2008. The federal Secure and Fair Enforcement for Mortgage Licensing Act of 2008 explains that the purposes of NMLS include increasing uniformity and reducing regulatory bur-den. SAFE Act, 12 USC §5101. Each state currently uses NMLS for licensing individual RMLOs, and states are increasingly us-ing the syste
	changes in proportionate ownership. The adoption maintains certain rule text in the definition of "transfer of ownership" that would have been removed in the proposed amendments. This change is based on further consideration since the proposal. In order for the OCCC to ensure that licensees operate lawfully and fairly, it may be appropriate and necessary for the OCCC to review certain changes of control of a single entity through the license application process. An amendment to §89.303(c) explains that to t
	changes in proportionate ownership. The adoption maintains certain rule text in the definition of "transfer of ownership" that would have been removed in the proposed amendments. This change is based on further consideration since the proposal. In order for the OCCC to ensure that licensees operate lawfully and fairly, it may be appropriate and necessary for the OCCC to review certain changes of control of a single entity through the license application process. An amendment to §89.303(c) explains that to t


	§89.307(e) revise current language to specify that an affected applicant has 30 days from the date of the notice of intent to deny to request a hearing, as provided by Texas Finance Code, §351.104(c). An amendment removes current §89.307(e), re-garding disposition of fees, because this language unnecessarily duplicates language in §89.310 (regarding Fees). Amendments to §89.307(f) clarify the 60-day target period to process a license application and the 60-day target period to set a requested hear-ing on an
	lenders are able to safeguard borrowers' personal information. Consistent with the prohibition on prepayment penalties in Texas Tax Code, §32.065(d), and Texas Finance Code, §343.205 and §351.0021(a)(9), a borrower has a right to pay off a property tax loan early. New §89.806(a) explains this right. New §89.806(b) describes the payoff request process that should be used if a property tax lender obtains a borrower's authorization to pay off a property tax loan held by an existing property tax lender. This in
	lenders are able to safeguard borrowers' personal information. Consistent with the prohibition on prepayment penalties in Texas Tax Code, §32.065(d), and Texas Finance Code, §343.205 and §351.0021(a)(9), a borrower has a right to pay off a property tax loan early. New §89.806(a) explains this right. New §89.806(b) describes the payoff request process that should be used if a property tax lender obtains a borrower's authorization to pay off a property tax loan held by an existing property tax lender. This in


	suggestions for the timing of the payoff statement and technical requirements for the borrower's authorization. Panacea Lending's comments argue that current rules "allow some lenders to delay, obstruct, or deny valid payoff requests based on technicalities or unreasonable demands." For this rea-son, Panacea Lending supports a rule specifying that borrowers have an unconditional right to authorize payoff of a property tax loan, that a borrower's electronic signature will be deemed valid, that a lender may n
	suggestions for the timing of the payoff statement and technical requirements for the borrower's authorization. Panacea Lending's comments argue that current rules "allow some lenders to delay, obstruct, or deny valid payoff requests based on technicalities or unreasonable demands." For this rea-son, Panacea Lending supports a rule specifying that borrowers have an unconditional right to authorize payoff of a property tax loan, that a borrower's electronic signature will be deemed valid, that a lender may n
	suggestions for the timing of the payoff statement and technical requirements for the borrower's authorization. Panacea Lending's comments argue that current rules "allow some lenders to delay, obstruct, or deny valid payoff requests based on technicalities or unreasonable demands." For this rea-son, Panacea Lending supports a rule specifying that borrowers have an unconditional right to authorize payoff of a property tax loan, that a borrower's electronic signature will be deemed valid, that a lender may n
	appropriate and consistent with industry standards. This pe-riod is also consistent with the current seven-business-day requirement for payoff statements that property tax lenders provide to other lienholders under 7 TAC §89.802(i) (relating to Payoff Statements), and with the seven-business-day period for payoff statements for mortgage loans described in the Truth in Lending Act, 15 U.S.C. §1639g, and Regulation Z, 12 C.F.R. §1026.36(c)(3). For this reason, adopted §89.806(b)(3) contains a seven-business-d
	appropriate and consistent with industry standards. This pe-riod is also consistent with the current seven-business-day requirement for payoff statements that property tax lenders provide to other lienholders under 7 TAC §89.802(i) (relating to Payoff Statements), and with the seven-business-day period for payoff statements for mortgage loans described in the Truth in Lending Act, 15 U.S.C. §1639g, and Regulation Z, 12 C.F.R. §1026.36(c)(3). For this reason, adopted §89.806(b)(3) contains a seven-business-d


	comment argues that existing Texas law at Texas Tax Code, §33.06 and §33.065 (among other provisions) already prohibit originating property tax loans for homeowners who qualify for age exemptions. TPTLA also asserts that licensed lenders follow stringent procedures to prevent these loans, including cross-referencing dates of birth and county appraisal records, and that there is no evidence of widespread non-compliance. Therefore, TPTLA argues that Panacea Lending's proposal is redundant and unnecessary. Alt
	the OCCC have not received sufficient information to support raising the maximum closing costs at this time. Fourth, Panacea Lending's comments recommend adding a requirement for a property tax lender to obtain a signed loan application, and to provide a nonbinding pre-closing disclosure with a 48-hour waiting period for the property tax loan to be closed. Panacea Lending argues that this is necessary because borrowers may receive loan terms without a written record of what was actually offered, preventing 
	the OCCC have not received sufficient information to support raising the maximum closing costs at this time. Fourth, Panacea Lending's comments recommend adding a requirement for a property tax lender to obtain a signed loan application, and to provide a nonbinding pre-closing disclosure with a 48-hour waiting period for the property tax loan to be closed. Panacea Lending argues that this is necessary because borrowers may receive loan terms without a written record of what was actually offered, preventing 


	this is necessary to address "unequal access" and a "perception of bias." TPTLA disagrees with this suggestion, arguing that TPTLA has a record of compliance and ethical conduct, and has built a collaborative relationship with the OCCC rooted in transparency and shared objectives. The commission and the OCCC disagree with Panacea Lend-ing's suggestion. The OCCC fully complies with government transparency requirements and strives to follow an open process that makes rules and guidance available to stakeholde
	this is necessary to address "unequal access" and a "perception of bias." TPTLA disagrees with this suggestion, arguing that TPTLA has a record of compliance and ethical conduct, and has built a collaborative relationship with the OCCC rooted in transparency and shared objectives. The commission and the OCCC disagree with Panacea Lend-ing's suggestion. The OCCC fully complies with government transparency requirements and strives to follow an open process that makes rules and guidance available to stakeholde
	this is necessary to address "unequal access" and a "perception of bias." TPTLA disagrees with this suggestion, arguing that TPTLA has a record of compliance and ethical conduct, and has built a collaborative relationship with the OCCC rooted in transparency and shared objectives. The commission and the OCCC disagree with Panacea Lend-ing's suggestion. The OCCC fully complies with government transparency requirements and strives to follow an open process that makes rules and guidance available to stakeholde
	advance of the commission's meeting on October 24, 2025. Panacea Lending had an opportunity to review this material be-fore testifying at the October 24 meeting. The commission and the OCCC provided sufficient formal responses to comments as required by statute under Texas Government Code, §2001.033 and §2001.039, in addition to providing numerous additional opportunities for informal stakeholder feedback to support a transparent rulemaking process. SUBCHAPTER B. AUTHORIZED ACTIVITIES 7 TAC §89.206, §89.207
	advance of the commission's meeting on October 24, 2025. Panacea Lending had an opportunity to review this material be-fore testifying at the October 24 meeting. The commission and the OCCC provided sufficient formal responses to comments as required by statute under Texas Government Code, §2001.033 and §2001.039, in addition to providing numerous additional opportunities for informal stakeholder feedback to support a transparent rulemaking process. SUBCHAPTER B. AUTHORIZED ACTIVITIES 7 TAC §89.206, §89.207



	The following words and terms, when used in this chapter, will have the following meanings, unless the context clearly indicates otherwise. (1) Key individual--An individual owner, officer, director, or employee with a substantial relationship to the lending business of an applicant or licensee. The following are key individuals: (A) any individual who is a direct owner of 10% or more of an applicant or licensee; (B) any individual who is a control person or executive officer of an applicant or licensee, in
	The following words and terms, when used in this chapter, will have the following meanings, unless the context clearly indicates otherwise. (1) Key individual--An individual owner, officer, director, or employee with a substantial relationship to the lending business of an applicant or licensee. The following are key individuals: (A) any individual who is a direct owner of 10% or more of an applicant or licensee; (B) any individual who is a control person or executive officer of an applicant or licensee, in
	(8) Any assumed names or other trade names that the appli-cant will use, and an assumed name certificate for each assumed name or other trade name. (9) Franchise tax account information showing that the ap-plicant entity is authorized to do business in Texas. (10) Financial statement and supporting financial informa-tion complying with generally accepted accounting principles (GAAP). The OCCC may require a bank confirmation to confirm account bal-ance information with financial institutions. (A) If a financ
	(8) Any assumed names or other trade names that the appli-cant will use, and an assumed name certificate for each assumed name or other trade name. (9) Franchise tax account information showing that the ap-plicant entity is authorized to do business in Texas. (10) Financial statement and supporting financial informa-tion complying with generally accepted accounting principles (GAAP). The OCCC may require a bank confirmation to confirm account bal-ance information with financial institutions. (A) If a financ
	(8) Any assumed names or other trade names that the appli-cant will use, and an assumed name certificate for each assumed name or other trade name. (9) Franchise tax account information showing that the ap-plicant entity is authorized to do business in Texas. (10) Financial statement and supporting financial informa-tion complying with generally accepted accounting principles (GAAP). The OCCC may require a bank confirmation to confirm account bal-ance information with financial institutions. (A) If a financ



	owner that previously held less than 10% obtains an interest of 10% or more Transfer of ownership includes the following: (A) an existing owner of a sole proprietorship relin-quishes that owner's entire interest in a license or an entirely new entity has obtained an ownership interest in a sole proprietorship license; (B) any transfer of a substantial portion of the assets of a licensed entity under which a new entity controls business at a licensed location; and (C) any other purchase or acquisition of con
	owner that previously held less than 10% obtains an interest of 10% or more Transfer of ownership includes the following: (A) an existing owner of a sole proprietorship relin-quishes that owner's entire interest in a license or an entirely new entity has obtained an ownership interest in a sole proprietorship license; (B) any transfer of a substantial portion of the assets of a licensed entity under which a new entity controls business at a licensed location; and (C) any other purchase or acquisition of con
	owner that previously held less than 10% obtains an interest of 10% or more Transfer of ownership includes the following: (A) an existing owner of a sole proprietorship relin-quishes that owner's entire interest in a license or an entirely new entity has obtained an ownership interest in a sole proprietorship license; (B) any transfer of a substantial portion of the assets of a licensed entity under which a new entity controls business at a licensed location; and (C) any other purchase or acquisition of con
	the transferee's original license application describing the information that is unique to the transfer event, including disclosure questions, key individuals, and a new financial statement, as provided in §89.302 of this title. The instructions in §89.302 of this title apply to these fil-ings. The responsible person at the new location must file a personal affidavit, personal questionnaire, and employment history, if not previ-ously filed. Other information required by §89.302 of this title need not be fil


	responsible for any transactions that it purchases from the transferor. In addition, if the transferee receives a license transfer, then the trans-feree's responsibility includes all activity performed under the license before the license transfer. The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 12, 2025. TRD-202504621 Matthew Nance General Counsel Office of Co
	responsible for any transactions that it purchases from the transferor. In addition, if the transferee receives a license transfer, then the trans-feree's responsibility includes all activity performed under the license before the license transfer. The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 12, 2025. TRD-202504621 Matthew Nance General Counsel Office of Co
	under Texas Finance Code, Chapter 351. In addition, Texas Finance Code, §11.304 authorizes the commission to adopt rules to ensure compliance with Texas Finance Code, Title 4. The statutory provisions affected by the adoption are contained in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-ter 32. The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 12, 202
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	under Texas Finance Code, Chapter 351. In addition, Texas Finance Code, §11.304 authorizes the commission to adopt rules to ensure compliance with Texas Finance Code, Title 4. The statutory provisions affected by the adoption are contained in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-ter 32. The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 12, 202



	authorizes the OCCC to require that a person submit information through NMLS if the information is required under a rule adopted under Texas Finance Code, Chapter 351. In addition, Texas Finance Code, §11.304 authorizes the commission to adopt rules to ensure compliance with Texas Finance Code, Title 4. The statutory provisions affected by the adoption are contained in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-ter 32. §89.806. Payoff Request from Borrower. (a) Generally. A borrower has a righ
	authorizes the OCCC to require that a person submit information through NMLS if the information is required under a rule adopted under Texas Finance Code, Chapter 351. In addition, Texas Finance Code, §11.304 authorizes the commission to adopt rules to ensure compliance with Texas Finance Code, Title 4. The statutory provisions affected by the adoption are contained in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-ter 32. §89.806. Payoff Request from Borrower. (a) Generally. A borrower has a righ
	authorizes the OCCC to require that a person submit information through NMLS if the information is required under a rule adopted under Texas Finance Code, Chapter 351. In addition, Texas Finance Code, §11.304 authorizes the commission to adopt rules to ensure compliance with Texas Finance Code, Title 4. The statutory provisions affected by the adoption are contained in Texas Finance Code, Chapter 351 and Texas Tax Code, Chap-ter 32. §89.806. Payoff Request from Borrower. (a) Generally. A borrower has a righ
	Matthew Nance General Counsel Office of Consumer Credit Commissioner Effective date: January 1, 2026 Proposal publication date: November 7, 2025 For further information, please call: (512) 936-7660 ♦ ♦ ♦ TITLE 16. ECONOMIC REGULATION PART 2. PUBLIC UTILITY COMMISSION OF TEXAS CHAPTER 24. SUBSTANTIVE RULES APPLICABLE TO WATER AND SEWER SERVICE PROVIDERS The Public Utility Commission of Texas (commission) adopts amended 16 Texas Administrative Code (TAC) §24.101, relating to Appeal of Rate-making Decision, Pu
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	transaction to proceed expires 180 days after the date the order is issued. If the transaction has not been completed within the 180-day period, the commission's approval to proceed with the transaction will expire by operation of law unless, prior to the ex-piration of the 180-day period, the commission in writing extends the period." The revisions ensure consistency with terminology (i.e., "expires") and provides additional flexibility for the 180-day period to be extended. Proposed §§24.239(v), 24.239(v)
	the applicant, or as applicable to municipally owned utilities or districts, any areas being served by the applicant within its ju-risdictional boundaries." Texas Water Code §13.301(l)(3)A) only provided that an eligible acquiring utility's financial, managerial, and technical capability is established for the service area to be acquired and any areas currently certificated to the applicant." The additional language regarding areas being served by the applicant is non-statutory, however was intended to addr
	the applicant, or as applicable to municipally owned utilities or districts, any areas being served by the applicant within its ju-risdictional boundaries." Texas Water Code §13.301(l)(3)A) only provided that an eligible acquiring utility's financial, managerial, and technical capability is established for the service area to be acquired and any areas currently certificated to the applicant." The additional language regarding areas being served by the applicant is non-statutory, however was intended to addr


	for actual costs to be incurred by the acquiring entity for the temporarily managed system and is therefore premature. OPUC further stated that reconciliation should be bifurcated to the extent that any underlying improvements justifying the non-functioning system's temporary rates have not been completed at the time of the STM proceeding. OPUC maintained that all in-vestments for which the commission has sufficient information to conduct a prudence review should be reviewed and reconciled in the STM procee
	for actual costs to be incurred by the acquiring entity for the temporarily managed system and is therefore premature. OPUC further stated that reconciliation should be bifurcated to the extent that any underlying improvements justifying the non-functioning system's temporary rates have not been completed at the time of the STM proceeding. OPUC maintained that all in-vestments for which the commission has sufficient information to conduct a prudence review should be reviewed and reconciled in the STM procee
	for actual costs to be incurred by the acquiring entity for the temporarily managed system and is therefore premature. OPUC further stated that reconciliation should be bifurcated to the extent that any underlying improvements justifying the non-functioning system's temporary rates have not been completed at the time of the STM proceeding. OPUC maintained that all in-vestments for which the commission has sufficient information to conduct a prudence review should be reviewed and reconciled in the STM procee
	dence review could, if necessary, occur later in the STM pro-ceeding or in a separate proceeding. Temporary rate recon-ciliation may be bifurcated where necessary if the underlying improvements justifying the nonfunctioning system's temporary rates have not been completed at the time of the STM proceed-ing. In general, the most appropriate time to reconcile tem-porary rates is when the temporary rates expire or are other-wise terminated by the commission. OPUC's concerns about ratepayer protections and safe
	dence review could, if necessary, occur later in the STM pro-ceeding or in a separate proceeding. Temporary rate recon-ciliation may be bifurcated where necessary if the underlying improvements justifying the nonfunctioning system's temporary rates have not been completed at the time of the STM proceed-ing. In general, the most appropriate time to reconcile tem-porary rates is when the temporary rates expire or are other-wise terminated by the commission. OPUC's concerns about ratepayer protections and safe


	cial assurance to ensure continuous and adequate retail water or sewer utility service is provided to both the requested area and any area already being served under the transferee's exist-ing CCN. The provision also requires such financial assurance to meet the requirements of §24.11, relating to Financial Assur-ance, and specifies that an obligation to obtain financial assur-ance does not relieve the applicant from any requirements to ob-tain financial assurance to satisfy another state agency's rules. TA
	TAWC recommended the reference to the "order approving the transaction to proceed" to be revised to indicate it is actually the final order approving the STM application transaction. TAWC noted the phrase "to proceed" is incorrect as the order approv-ing the transaction to proceed would have occurred prior to the transaction being completed as proposed. TAWC further rec-ommended that the STM process should be made more concise with a single order approving the transaction to proceed and to be completed for 

	nal Commission approval" and clarifies the scope of public inter-est review when "authorized rates are requested." OPUC noted that the revisions risk the commission adopting "authorized ac-quisition rates that exceed current rates to such a degree as to create rate shock" which would raise customers' bills without the protections of a full base rate proceeding. OPUC commented that its proposed revisions help ensure ratepayers are aware of the potential for increased rates where there is no immediate im-prov
	nal Commission approval" and clarifies the scope of public inter-est review when "authorized rates are requested." OPUC noted that the revisions risk the commission adopting "authorized ac-quisition rates that exceed current rates to such a degree as to create rate shock" which would raise customers' bills without the protections of a full base rate proceeding. OPUC commented that its proposed revisions help ensure ratepayers are aware of the potential for increased rates where there is no immediate im-prov
	nal Commission approval" and clarifies the scope of public inter-est review when "authorized rates are requested." OPUC noted that the revisions risk the commission adopting "authorized ac-quisition rates that exceed current rates to such a degree as to create rate shock" which would raise customers' bills without the protections of a full base rate proceeding. OPUC commented that its proposed revisions help ensure ratepayers are aware of the potential for increased rates where there is no immediate im-prov
	Proposed §24.357(g) -Temporary manager compensation Proposed §24.357(g) establishes that compensation for a tem-porary manager will come from utility revenues and will be set by the commission at the time of appointment. The provision also states that changes to the temporary manager compensa-tion agreement may be approved by the commission. OPUC recommended proposed §24.357(g) be revised to require commission review of temporary manager proposed compensa-tion agreements, which would be filed confidentially


	during the term of a person's temporary management, receiver-ship, or supervision of a utility, then the person's used and useful invested capital and just and reasonable operations and mainte-nance costs that are incurred by the person during the person's appointment as temporary manager, receiver, or supervisor that are in excess of the costs covered by the temporary rate are considered to be a regulatory asset. Proposed §24.363(e)(2) states that the regulatory assets eligible for recovery in the per-son'
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	dures for STM proceedings and expedited STM proceedings be-fore the commission; Texas Water Code §13.3021, which estab-lishes the requirements and procedures for expedited STM pro-ceedings before the commission for certain retail public utilities; Texas Water Code §13.412(g), which establishes the list of en-tities that may be appointed by a court of competent jurisdiction as a receiver and authorizes a receiver to seek both the acqui-sition of the utility under supervision and the transfer of the util-ity'
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	(i) disclose to any person, on request, the number of ratepayer(s) who reside outside the corporate limits of the municipality; and (ii) subject to subparagraph (B) of this paragraph, provide to any person, on request, a list of the names and addresses of the ratepayers who reside outside the corporate limits of the munic-ipality. (B) If a ratepayer has requested that a municipally owned utility keep the ratepayer's personal information confidential under Tex. Util. Code §182.052, the municipally owned util
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	(1) in an appeal under TWC §13.043(a), include reasonable expenses incurred in the appeal proceedings; (2) in an appeal under TWC §13.043(b), include reason-able expenses incurred by the retail public utility in the appeal pro-ceedings; (3) establish the effective date; (4) order refunds or allow surcharges to recover lost rev-enues; (5) consider only the information that was available to the governing body at the time the governing body made its decision and evidence of reasonable expenses incurred in the 
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	(i) In an appeal under this section, the commission will en-sure that every appealed rate is just and reasonable. Rates must not be unreasonably preferential, prejudicial, or discriminatory but must be sufficient, equitable, and consistent in application to each class of customers. The commission will use a methodology that preserves the financial integrity of the retail public utility. To the extent of a conflict between this subsection and TWC §49.2122, TWC §49.2122 prevails. (j) A customer of a water sup
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	sition of the utility under supervision and the transfer of the util-ity's certificate of convenience and necessity (CCN); and Texas Water Code §13.4132(a) and (a-1), which establish the list of entities that may be appointed by the commission or TCEQ as a temporary manager and expands the definition of "person" to incorporate that list of entities for purposes of that section which provides the commission with the authority to adopt and enforce rules reasonably required in the exercise of its powers and ju
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	(2) For a sale authorized under paragraph (1)(A) of this subsection, the applicant must include with its application documen-tation that the sale was authorized by a majority vote in compliance with the requirements of this section. (3) For a sale authorized under paragraph (1)(B) of this subsection, the applicant must provide notice to the TCEQ of the trans-action in writing. For a sale authorized under paragraph (1)(B) of this subsection, the applicant must also include the following information to the co
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	(ii) If subsection (c)(1)(B) of this section applies, a statement: (I) indicating that the TCEQ has issued a notice of violation for one or more systems within the municipal utility sys-tem and that the governing board of the municipality has found that it is either financially or technically unable to restore the system to com-pliance with the applicable rules or statutes; (II) providing a basic description of the viola-tions cited in the notice of violation, including the systems involved, the nature of t
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	(j) Before the expiration of the 120-day period described in subsection (b) of this section, the commission will determine whether to require a public hearing to determine if the transaction will serve the public interest. The commission will notify the transferee, the trans-feror, all intervenors, and the Office of Public Utility Counsel whether a hearing will be held. The commission may consider the following factors when determining whether a hearing is required: (1) the application filed with the commis
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	(l) Within 30 days of the commission order that approves the sale, transfer, merger, consolidation, acquisition, lease, or rental to pro-ceed as proposed, the transferee must provide a written update on the status of the transaction, and every 30 days thereafter, until the trans-action is complete. The transferee must inform the commission of any material changes in its financial, managerial, and technical capability to provide continuous and adequate service to the requested area and the transferee's servi
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	(1) The utility may not sell or transfer any of its assets, its CCN, or a controlling interest in an incorporated utility, unless the util-ity provides a written disclosure relating to the contributions to both the transferee and the commission before the date of the sale or transfer. (2) The disclosure must contain, at a minimum, the total dollar amount of the contributions and a statement that the contributed property or capital may not be included in invested capital or allowed depreciation expense by th
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	(ii) as applicable, any requirements of this chapter that do not apply to an entity over which the utility commission does not have original rate jurisdiction. (B) An applicant's appointment as a temporary man-ager, supervisor, or receiver of the utility subject to the application is sufficient to demonstrate adequate financial, managerial, and technical capability for providing continuous and adequate service to: (i) the service area to be acquired; and (ii) any areas currently certificated to the applican
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	(1) A transferee must use existing rates as initial rates un-less the commission authorizes, under this section or other applicable law, the use of different initial rates. (2) A transferee may request commission approval to charge authorized acquisition rates to the customers of the water or sewer system for which the transferee seeks approval to acquire as part of an application filed in accordance with §24.239 of this title. (3) If the transferee has in-force tariffs filed with multiple regulatory author
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	(6) additional explanation, including any applicable doc-umentation, supporting the request to charge authorized acquisition rates, including: (A) that the requested authorized acquisition rates would be just and reasonable rates for the customers of the acquired system and for the transferee; (B) how approving the requested rates would change how the commission should evaluate whether the proposed transaction would serve the public interest; (C) if the transferee has multiple eligible in-force tariffs or r
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	(2) Scope of rate review. The commission will determine whether the requested rates are just and reasonable based on the rele-vant facts and circumstances, subject to the limitations of subparagraph (A) of this paragraph. (A) The transferee is not required to support its request for authorized acquisition rates by initiating a rate proceeding, estab-lishing the cost of service for the acquired water or sewer system, or establishing substantial similarity between the acquired water or sewer system and the wa
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	voting stock or acquisition of a controlling interest may not be com-pleted unless the commission determines that the proposed transaction serves the public interest. A purchase or acquisition that is not com-pleted in accordance with the provisions of this section is void. (g) The utility or person must notify the commission within 30 days after the date that the transaction is completed. (h) Within 30 days of the commission order that allows a util-ity's purchase of voting stock or a person's acquisition 
	voting stock or acquisition of a controlling interest may not be com-pleted unless the commission determines that the proposed transaction serves the public interest. A purchase or acquisition that is not com-pleted in accordance with the provisions of this section is void. (g) The utility or person must notify the commission within 30 days after the date that the transaction is completed. (h) Within 30 days of the commission order that allows a util-ity's purchase of voting stock or a person's acquisition 
	(B) An applicant's appointment as a temporary man-ager, supervisor, or receiver of the utility subject to the application is sufficient to demonstrate adequate financial, managerial, and technical capability for providing continuous and adequate service to: (i) the service area to be acquired; and (ii) any areas currently certificated to the applicant or, as applicable to municipally owned utilities or districts, any areas being served by the applicant. (3) Commission approval and effects of approval. (A) T
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	Code §13.043(f-1) which exempts municipal decisions regard-ing wholesale water or sewer service provided to another mu-nicipality that involve the amount paid for water or sewer ser-vice from the commission's appellate jurisdiction; Texas Water Code §13.301, which establishes the requirements and proce-dures for STM proceedings and expedited STM proceedings be-fore the commission; Texas Water Code §13.3021, which estab-lishes the requirements and procedures for expedited STM pro-ceedings before the commissi
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	(d) Upon appointment by the commission, the temporary man-ager will post financial assurance with the commission in an amount and type acceptable to the commission. The temporary manager or the executive director may request waiver of the financial assurance requirements or may request substitution of some other form of collat-eral as a means of ensuring the continued performance of the temporary manager. (e) The temporary manager must serve a term of 180 days, unless: (1) specified otherwise by the commiss
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	(c) Within 90 days of receiving notice of the temporary rate in-crease, the commission will issue an order regarding the reasonableness of the temporary rates. In making the determination, the commission will consider information submitted by the retail public utility taking over the provision of service, the customers of the nonfunctioning sys-tem, or any other affected person. (d) At the time the commission approves an acquisition of a nonfunctioning retail water or sewer utility service provider under Te
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	tions with the commission. The amendments also clarify the dis-tinction between a targeted low-income program and a program for hard-to-reach customers. Adopted amendments to §25.182 reduce the maximum utility incentive a utility can receive. Other amendments to these rules include changes to definitions in both §25.5 and §25.181 and minor and conforming changes. The rules will be republished. The commission received comments on the proposed rule from AEP Texas Inc. (AEP Texas), the American Council for an 
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	OPUC, Sierra Club, SPEER, ACEEE, and OCSC supported the proposed definition, and AEP Texas, CenterPoint, Oncor, TNMP, and Joint Utilities commented that low-income customers should continue to be included in the definition of "hard-to-reach." Specifically, the utilities commented that they have based their hard-to-reach programs on serving low-income customers since the inception of the hard-to-reach concept in the commission's energy efficiency rule, and that a policy shift such as the one in the proposed 
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	tariff during the prior program year or a non-profit customer or government entity, including an educational institution." The modified definition of "hard-to-reach" limits the hard-to-reach commercial customer to non-government entities. In addition, the commission agrees with commenters that recommended that a small business be identified by its peak load. However, the adopted rule limits a hard-to-reach commercial customer to a peak load less than 50 kW because under §25.181, 50 kW is the minimum load fo
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	hard-to-reach program. Therefore, the commission declines to modify the proposed definition for consistency between the two sections. In addition, the commission declines to modify the rule to adopt ACEEE's suggestion because the adopted rule refers to programs mentioned by ACEEE in paragraph (B). However, the commission agrees that the rule should allow a low-income customer to be identified through residence in a HUD-qualifying low-income census tract or block and modifies the definition accordingly. With
	in §25.5, but that the differences between the two definitions are significant enough that the parts that had been included in §25.181 should be retained, either in §25.5 or in §25.181. Commission Response The commission agrees that the definition of "energy efficiency service provider" in existing §25.181 is necessary and helpful and modifies §25.181(c) to restore this definition. In addition, the commission removes the same definition from §25.5 because it is superfluous. Proposed §25.5(124)-Definition of
	in §25.5, but that the differences between the two definitions are significant enough that the parts that had been included in §25.181 should be retained, either in §25.5 or in §25.181. Commission Response The commission agrees that the definition of "energy efficiency service provider" in existing §25.181 is necessary and helpful and modifies §25.181(c) to restore this definition. In addition, the commission removes the same definition from §25.5 because it is superfluous. Proposed §25.5(124)-Definition of


	Proposed §25.181(c)(33) strikes the exclusion of weekends and Federal holidays in the definition of "peak period." TNMP, Oncor, Joint Utilities, and AEP Texas opposed this pro-posed revision. TNMP stated that the change could have a wide-ranging impact on calculation of savings and require costly recal-culations for evaluation, measurement, and verification (EM&V) and suggested that this change be considered at length. On-cor, Joint Utilities, and AEP Texas stated that the proposed revi-sion directly confli
	Proposed §25.181(c)(33) strikes the exclusion of weekends and Federal holidays in the definition of "peak period." TNMP, Oncor, Joint Utilities, and AEP Texas opposed this pro-posed revision. TNMP stated that the change could have a wide-ranging impact on calculation of savings and require costly recal-culations for evaluation, measurement, and verification (EM&V) and suggested that this change be considered at length. On-cor, Joint Utilities, and AEP Texas stated that the proposed revi-sion directly confli
	Proposed §25.181(c)(33) strikes the exclusion of weekends and Federal holidays in the definition of "peak period." TNMP, Oncor, Joint Utilities, and AEP Texas opposed this pro-posed revision. TNMP stated that the change could have a wide-ranging impact on calculation of savings and require costly recal-culations for evaluation, measurement, and verification (EM&V) and suggested that this change be considered at length. On-cor, Joint Utilities, and AEP Texas stated that the proposed revi-sion directly confli
	Proposed §25.181(c)(24) defines "load management" as "Activi-ties that result in a reduction in peak demand, or a shifting of en-ergy usage from a peak to an off-peak period or from high-price periods to lower price periods." OCSC recommended adding "temporary" to the definition, so that the definition would read, "Activities that result in a tempo-rary reduction in peak demand. . . ." OCSC reasoned that re-ductions in peak demand from load management are temporary, not a permanent reduction, and that the d
	Proposed §25.181(c)(24) defines "load management" as "Activi-ties that result in a reduction in peak demand, or a shifting of en-ergy usage from a peak to an off-peak period or from high-price periods to lower price periods." OCSC recommended adding "temporary" to the definition, so that the definition would read, "Activities that result in a tempo-rary reduction in peak demand. . . ." OCSC reasoned that re-ductions in peak demand from load management are temporary, not a permanent reduction, and that the d


	benefit. Commenters were not persuasive that extending what is currently a two-month process to fourteen months is reason-able. The commission therefore declines to modify the proposed rule. Avoided cost of energy calculations CenterPoint, OPUC, Sierra Club, SPEER, and Houston, and OCSC supported the proposed revision to use seven years of data, although OCSC recommended explicitly excluding data from Winter Storm Uri. Joint Utilities did not oppose the pro-posed revision but recommended using five years of
	However, because the commission modifies the definition of "hard-to-reach" in adopted §25.181(c)(17) to include a low-in-come customer, the commission strikes the provision in (e)(3)(F) of the proposed rule that would allow a non-ERCOT utility to achieve its hard-to-reach requirement through a program designed for low-income customers. Proposed §§25.181(e)(3)(F) and 25.181(p)(1)-Hard-to-reach and low-income goals Proposed §25.181(e)(3)(F) requires a utility to achieve at least 5.0% of its total demand reduc

	The commission agrees that the historical cost caps should be maintained and modifies the rule accordingly. Proposed §§25.181 and 25.182-Shareholder bonus or utility in-centive Throughout proposed §§25.181 and 25.182, the proposal re-places the term "shareholder bonus" with the term "utility incen-tive." TNMP recommended that the commission maintain the term "shareholder bonus" where it appears in the existing rule because "shareholder bonus" is consistent with PURA §39.905(b)(4). Commission Response The co
	The commission agrees that the historical cost caps should be maintained and modifies the rule accordingly. Proposed §§25.181 and 25.182-Shareholder bonus or utility in-centive Throughout proposed §§25.181 and 25.182, the proposal re-places the term "shareholder bonus" with the term "utility incen-tive." TNMP recommended that the commission maintain the term "shareholder bonus" where it appears in the existing rule because "shareholder bonus" is consistent with PURA §39.905(b)(4). Commission Response The co
	The commission agrees that the historical cost caps should be maintained and modifies the rule accordingly. Proposed §§25.181 and 25.182-Shareholder bonus or utility in-centive Throughout proposed §§25.181 and 25.182, the proposal re-places the term "shareholder bonus" with the term "utility incen-tive." TNMP recommended that the commission maintain the term "shareholder bonus" where it appears in the existing rule because "shareholder bonus" is consistent with PURA §39.905(b)(4). Commission Response The co
	and AEP Texas believed that the change in the number of years of data included in the avoided cost of energy calculation in pro-posed §25.181(d)(3)(A) would reduce the maximum utility incen-tive a utility can collect by an amount significant enough that the reduction from 10% to 5% of net benefits would not be needed. TNMP and Oncor stated that a reduction to 8% would be accept-able; Oncor noted that, under the proposed revision, a utility's incentive would be reduced by more than it would have under commis
	and AEP Texas believed that the change in the number of years of data included in the avoided cost of energy calculation in pro-posed §25.181(d)(3)(A) would reduce the maximum utility incen-tive a utility can collect by an amount significant enough that the reduction from 10% to 5% of net benefits would not be needed. TNMP and Oncor stated that a reduction to 8% would be accept-able; Oncor noted that, under the proposed revision, a utility's incentive would be reduced by more than it would have under commis



	pose any language to determine what circumstances may give rise to good cause, but also did not propose any language to quantify by what percentage it may reduce an incentive. Joint Utilities stated that the commission should add language to clarify the proposed revision. It argued that the purpose of a good cause exception is to recognize circumstances beyond a party's reasonable control or justified deviations from standard expectations, and that penalizing performance in these situa-tions would undermine
	pose any language to determine what circumstances may give rise to good cause, but also did not propose any language to quantify by what percentage it may reduce an incentive. Joint Utilities stated that the commission should add language to clarify the proposed revision. It argued that the purpose of a good cause exception is to recognize circumstances beyond a party's reasonable control or justified deviations from standard expectations, and that penalizing performance in these situa-tions would undermine
	Commission Response The commission opened the instant rulemaking with the express goal of effectuating the contemplated amendments as quickly as practicable and therefore declines to defer the effective date. For a utility's EEPR filing in April 2026, the utility must submit the additional EEPR summary tables. The utility's EECRF appli-cation filed in May or June 2026 must meet all requirements as set out in adopted §§25.181 and 25.182, including appropriate categorization of low-income and hard-to-reach cu

	(A) a person who directly or indirectly owns or holds at least 5.0% of the voting securities of a public utility; (B) a person in a chain of successive ownership of at least 5.0% of the voting securities of a public utility; (C) a corporation that has at least 5.0% of its voting se-curities owned or controlled, directly or indirectly, by a public utility; (D) a corporation that has at least 5.0% of its voting se-curities owned or controlled, directly or indirectly, by: (i) a person who directly or indirectl
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	competitive energy-related activities on a bundled basis without struc-tural or functional separation of transmission and distribution functions from competitive energy-related activities and that makes a written declaration of its status as a bundled municipally owned utility/elec-tric cooperative pursuant to §25.275(o)(3)(A) of this title (relating to Code of Conduct for Municipally Owned Utilities and Electric Coop-eratives Engaged in Competitive Activities). (12) Calendar year--January 1 through Decembe

	association, that has any of the powers or privileges of a corporation not possessed by an individual or partnership. The term does not include a municipal corporation or electric cooperative, except as expressly provided by PURA. (21) Critical loads--Loads for which electric service is con-sidered crucial for the protection or maintenance of public health and safety; including but not limited to hospitals, police stations, fire sta-tions, critical water and wastewater facilities, and customers with spe-cia
	(34) Economically distressed geographic area--Zip-code area in which the average household income is less than or equal to 60% of the statewide median income as reported in the most recently available United States Census data. (35) Electric cooperative--(A) a corporation organized under the Texas Utilities Code, Chapter 161 or a predecessor statute to Chapter 161 and operat-ing under that chapter; (B) a corporation organized as an electric cooperative in a state other than Texas that has obtained a certifi
	(34) Economically distressed geographic area--Zip-code area in which the average household income is less than or equal to 60% of the statewide median income as reported in the most recently available United States Census data. (35) Electric cooperative--(A) a corporation organized under the Texas Utilities Code, Chapter 161 or a predecessor statute to Chapter 161 and operat-ing under that chapter; (B) a corporation organized as an electric cooperative in a state other than Texas that has obtained a certifi
	(34) Economically distressed geographic area--Zip-code area in which the average household income is less than or equal to 60% of the statewide median income as reported in the most recently available United States Census data. (35) Electric cooperative--(A) a corporation organized under the Texas Utilities Code, Chapter 161 or a predecessor statute to Chapter 161 and operat-ing under that chapter; (B) a corporation organized as an electric cooperative in a state other than Texas that has obtained a certifi
	(34) Economically distressed geographic area--Zip-code area in which the average household income is less than or equal to 60% of the statewide median income as reported in the most recently available United States Census data. (35) Electric cooperative--(A) a corporation organized under the Texas Utilities Code, Chapter 161 or a predecessor statute to Chapter 161 and operat-ing under that chapter; (B) a corporation organized as an electric cooperative in a state other than Texas that has obtained a certifi




	(B) a qualifying facility; (C) a power generation company; (D) an exempt wholesale generator; (E) a power marketer; (F) a corporation described by PURA §32.053 to the extent the corporation sells electricity exclusively at wholesale and not to the ultimate consumer; (G) an electric cooperative; (H) a retail electric provider; (I) the state of Texas or an agency of the state; or (J) a person not otherwise an electric utility who: (i) furnishes an electric service or commodity only to itself, its employees, o
	(B) a qualifying facility; (C) a power generation company; (D) an exempt wholesale generator; (E) a power marketer; (F) a corporation described by PURA §32.053 to the extent the corporation sells electricity exclusively at wholesale and not to the ultimate consumer; (G) an electric cooperative; (H) a retail electric provider; (I) the state of Texas or an agency of the state; or (J) a person not otherwise an electric utility who: (i) furnishes an electric service or commodity only to itself, its employees, o
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	(B) a qualifying facility; (C) a power generation company; (D) an exempt wholesale generator; (E) a power marketer; (F) a corporation described by PURA §32.053 to the extent the corporation sells electricity exclusively at wholesale and not to the ultimate consumer; (G) an electric cooperative; (H) a retail electric provider; (I) the state of Texas or an agency of the state; or (J) a person not otherwise an electric utility who: (i) furnishes an electric service or commodity only to itself, its employees, o
	(B) a qualifying facility; (C) a power generation company; (D) an exempt wholesale generator; (E) a power marketer; (F) a corporation described by PURA §32.053 to the extent the corporation sells electricity exclusively at wholesale and not to the ultimate consumer; (G) an electric cooperative; (H) a retail electric provider; (I) the state of Texas or an agency of the state; or (J) a person not otherwise an electric utility who: (i) furnishes an electric service or commodity only to itself, its employees, o


	(48) ERCOT region--The geographic area under the jurisdiction of the commission that is served by transmission service providers that are not synchronously interconnected with transmission service providers outside of the state of Texas. (49) Exempt wholesale generator--A person who is en-gaged directly or indirectly through one or more affiliates exclusively in the business of owning or operating all or part of a facility for generating electric energy and selling electric energy at wholesale who does not 
	(48) ERCOT region--The geographic area under the jurisdiction of the commission that is served by transmission service providers that are not synchronously interconnected with transmission service providers outside of the state of Texas. (49) Exempt wholesale generator--A person who is en-gaged directly or indirectly through one or more affiliates exclusively in the business of owning or operating all or part of a facility for generating electric energy and selling electric energy at wholesale who does not 
	(48) ERCOT region--The geographic area under the jurisdiction of the commission that is served by transmission service providers that are not synchronously interconnected with transmission service providers outside of the state of Texas. (49) Exempt wholesale generator--A person who is en-gaged directly or indirectly through one or more affiliates exclusively in the business of owning or operating all or part of a facility for generating electric energy and selling electric energy at wholesale who does not 



	(A) generating facilities that are connected with a trans-mission or distribution system; (B) generating facilities used to generate electricity for consumption by the person owning or controlling the facility; and (C) generating facilities that will be connected with a transmission or distribution system and operating within 12 months. (61) Interconnection agreement--The standard form of agreement that has been approved by the commission. The intercon-nection agreement sets forth the contractual conditions
	(A) generating facilities that are connected with a trans-mission or distribution system; (B) generating facilities used to generate electricity for consumption by the person owning or controlling the facility; and (C) generating facilities that will be connected with a transmission or distribution system and operating within 12 months. (61) Interconnection agreement--The standard form of agreement that has been approved by the commission. The intercon-nection agreement sets forth the contractual conditions
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	natural gas, as authorized by PURA §39.9044 and implemented under §25.172 of this title (relating to Goal for Natural Gas). (74) Net book value--The original cost of an asset less ac-cumulated depreciation. (75) Net dependable capability--The maximum load in megawatts, net of station use, that a generating unit or generating station can carry under specified conditions for a given period of time without exceeding approved limits of temperature and stress. (76) Net-to-gross--A factor that is applied to conve

	pleted application for interconnection and parallel operation with the utility system at distribution voltage. Pre-interconnection studies may include, but are not limited to, service studies, coordination studies, and utility system impact studies. (86) Premises--A tract of land or real estate or related com-monly used tracts including buildings and other appurtenances thereon. (87) Price to beat (PTB)--A price for electricity, as deter-mined under PURA §39.202, charged by an affiliated retail electric pro
	pleted application for interconnection and parallel operation with the utility system at distribution voltage. Pre-interconnection studies may include, but are not limited to, service studies, coordination studies, and utility system impact studies. (86) Premises--A tract of land or real estate or related com-monly used tracts including buildings and other appurtenances thereon. (87) Price to beat (PTB)--A price for electricity, as deter-mined under PURA §39.202, charged by an affiliated retail electric pro
	pleted application for interconnection and parallel operation with the utility system at distribution voltage. Pre-interconnection studies may include, but are not limited to, service studies, coordination studies, and utility system impact studies. (86) Premises--A tract of land or real estate or related com-monly used tracts including buildings and other appurtenances thereon. (87) Price to beat (PTB)--A price for electricity, as deter-mined under PURA §39.202, charged by an affiliated retail electric pro
	(97) Qualifying facility--A qualifying cogenerator or qual-ifying small power producer. (98) Qualifying small power producer-As defined by 16 U.S.C. §796(17)(D). (99) Rate--A compensation, tariff, charge, fare, toll, rental, or classification that is directly or indirectly demanded, observed, charged, or collected by an electric utility for a service, product, or commodity described in the definition of electric utility in this section and a rule, practice, or contract affecting the compensation, tariff, ch
	(97) Qualifying facility--A qualifying cogenerator or qual-ifying small power producer. (98) Qualifying small power producer-As defined by 16 U.S.C. §796(17)(D). (99) Rate--A compensation, tariff, charge, fare, toll, rental, or classification that is directly or indirectly demanded, observed, charged, or collected by an electric utility for a service, product, or commodity described in the definition of electric utility in this section and a rule, practice, or contract affecting the compensation, tariff, ch
	(97) Qualifying facility--A qualifying cogenerator or qual-ifying small power producer. (98) Qualifying small power producer-As defined by 16 U.S.C. §796(17)(D). (99) Rate--A compensation, tariff, charge, fare, toll, rental, or classification that is directly or indirectly demanded, observed, charged, or collected by an electric utility for a service, product, or commodity described in the definition of electric utility in this section and a rule, practice, or contract affecting the compensation, tariff, ch



	(112) Residential customer--Retail customers classified as residential by the applicable bundled utility tariff, unbundled transmis-sion and distribution utility tariff or, in the absence of classification under a residential rate class, those retail customers that are primar-ily end users consuming electricity at the customer's place of residence for personal, family or household purposes and who are not resellers of electricity. (113) Retail customer--The separately metered end-use customer who purchases 
	(125) Stranded cost--The positive excess of the net book value of generation assets over the market value of the assets, taking into account all of the electric utility's generation assets, any above-market purchased-power costs, and any deferred debit related to a util-ity's discontinuance of the application of Statement of Financial Ac-counting Standards Number 71 ("Accounting for the Effect of Certain Types of Regulation") for generation-related assets if required by the provisions of PURA Chapter 39. Fo

	(137) Transmission and distribution business unit (TDBU)--The business unit of a municipally owned utility/electric cooperative, whether structurally unbundled as a separate legal entity or functionally unbundled as a division, that owns or operates for com-pensation in this state equipment or facilities to transmit or distribute electricity at retail, except for facilities necessary to interconnect a generation facility with the transmission or distribution network, a fa-cility not dedicated to public use,
	(137) Transmission and distribution business unit (TDBU)--The business unit of a municipally owned utility/electric cooperative, whether structurally unbundled as a separate legal entity or functionally unbundled as a division, that owns or operates for com-pensation in this state equipment or facilities to transmit or distribute electricity at retail, except for facilities necessary to interconnect a generation facility with the transmission or distribution network, a fa-cility not dedicated to public use,
	(137) Transmission and distribution business unit (TDBU)--The business unit of a municipally owned utility/electric cooperative, whether structurally unbundled as a separate legal entity or functionally unbundled as a division, that owns or operates for com-pensation in this state equipment or facilities to transmit or distribute electricity at retail, except for facilities necessary to interconnect a generation facility with the transmission or distribution network, a fa-cility not dedicated to public use,
	Filed with the Office of the Secretary of State on December 12, 2025. TRD-202504614 Andrea Gonzalez Rules Coordinator Public Utility Commission of Texas Effective date: January 1, 2026 Proposal publication date: September 5, 2025 For further information, please call: (512) 936-7244 ♦ ♦ ♦ SUBCHAPTER H. ELECTRICAL PLANNING DIVISION 2. ENERGY EFFICIENCY AND CUSTOMER-OWNED RESOURCES 16 TAC §25.181, §25.182 The amended rules are adopted under the following provisions of PURA: §14.001, which provides the commissi


	(1) Affiliate --(A) A person who directly or indirectly owns or holds at least 5.0% of the voting securities of an energy efficiency service provider; (B) A person in a chain of successive ownership of at least 5.0% of the voting securities of an energy efficiency service provider; (C) A corporation that has at least 5.0% of its voting securities owned or controlled, directly or indirectly, by an energy ef-ficiency service provider; (D) A corporation that has at least 5.0% of its voting securities owned or 
	(1) Affiliate --(A) A person who directly or indirectly owns or holds at least 5.0% of the voting securities of an energy efficiency service provider; (B) A person in a chain of successive ownership of at least 5.0% of the voting securities of an energy efficiency service provider; (C) A corporation that has at least 5.0% of its voting securities owned or controlled, directly or indirectly, by an energy ef-ficiency service provider; (D) A corporation that has at least 5.0% of its voting securities owned or 
	(1) Affiliate --(A) A person who directly or indirectly owns or holds at least 5.0% of the voting securities of an energy efficiency service provider; (B) A person in a chain of successive ownership of at least 5.0% of the voting securities of an energy efficiency service provider; (C) A corporation that has at least 5.0% of its voting securities owned or controlled, directly or indirectly, by an energy ef-ficiency service provider; (D) A corporation that has at least 5.0% of its voting securities owned or 

	mand savings values. Can be indicated as gross savings or net savings values. (4) Commercial customer--A non-residential customer taking service at a point of delivery at a distribution voltage under an electric utility's tariff during the prior program year or a non-profit customer or government entity, including an educational institution. For purposes of this section, each point of delivery must be considered a separate customer. (5) Conservation load factor--The ratio of the annual en-ergy savings goal,

	ings values and operating hours. These savings estimates may also include adjustments to claimed savings for data errors, per unit savings values, operating hours, installation rates, savings persistence rates, or other considerations. Can be indicated as first year, annual demand or energy savings, or lifetime energy or demand savings values. Can be indicated as gross savings or net savings values. (13) Evaluation--The conduct of any of a wide range of as-sessment studies and other activities aimed at dete
	ings values and operating hours. These savings estimates may also include adjustments to claimed savings for data errors, per unit savings values, operating hours, installation rates, savings persistence rates, or other considerations. Can be indicated as first year, annual demand or energy savings, or lifetime energy or demand savings values. Can be indicated as gross savings or net savings values. (13) Evaluation--The conduct of any of a wide range of as-sessment studies and other activities aimed at dete
	ings values and operating hours. These savings estimates may also include adjustments to claimed savings for data errors, per unit savings values, operating hours, installation rates, savings persistence rates, or other considerations. Can be indicated as first year, annual demand or energy savings, or lifetime energy or demand savings values. Can be indicated as gross savings or net savings values. (13) Evaluation--The conduct of any of a wide range of as-sessment studies and other activities aimed at dete
	(22) Installation rate--The percentage of measures that re-ceive a program incentive payment under an energy efficiency program that are actually installed in a defined period of time. The installation rate is calculated by dividing the number of measures installed by the number of measures that receive a program incentive payment under an efficiency program in a defined period of time. (23) Lifetime energy (demand) savings--The energy (de-mand) savings over the lifetime of an installed measure, project, or
	(22) Installation rate--The percentage of measures that re-ceive a program incentive payment under an energy efficiency program that are actually installed in a defined period of time. The installation rate is calculated by dividing the number of measures installed by the number of measures that receive a program incentive payment under an efficiency program in a defined period of time. (23) Lifetime energy (demand) savings--The energy (de-mand) savings over the lifetime of an installed measure, project, or
	(22) Installation rate--The percentage of measures that re-ceive a program incentive payment under an energy efficiency program that are actually installed in a defined period of time. The installation rate is calculated by dividing the number of measures installed by the number of measures that receive a program incentive payment under an efficiency program in a defined period of time. (23) Lifetime energy (demand) savings--The energy (de-mand) savings over the lifetime of an installed measure, project, or



	(32) Peak demand--A distribution utility's highest annual retail demand at the source, used to determine the utility's annual en-ergy efficiency goal. (33) Peak period--For the purpose of this section, the peak period consists of the hours from one p.m. to seven p.m. during the months of June, July, August, and September, and the hours of six a.m. to ten a.m. and six p.m. to ten p.m. during the months of December, January, and February. (34) Program incentive payment--Payment made by a util-ity to an energy
	(32) Peak demand--A distribution utility's highest annual retail demand at the source, used to determine the utility's annual en-ergy efficiency goal. (33) Peak period--For the purpose of this section, the peak period consists of the hours from one p.m. to seven p.m. during the months of June, July, August, and September, and the hours of six a.m. to ten a.m. and six p.m. to ten p.m. during the months of December, January, and February. (34) Program incentive payment--Payment made by a util-ity to an energy
	(32) Peak demand--A distribution utility's highest annual retail demand at the source, used to determine the utility's annual en-ergy efficiency goal. (33) Peak period--For the purpose of this section, the peak period consists of the hours from one p.m. to seven p.m. during the months of June, July, August, and September, and the hours of six a.m. to ten a.m. and six p.m. to ten p.m. during the months of December, January, and February. (34) Program incentive payment--Payment made by a util-ity to an energy


	(d) Cost-effectiveness standard. An energy efficiency pro-gram is deemed to be cost-effective if the cost of the program to the utility is less than or equal to the benefits of the program. Utilities are encouraged to achieve demand reduction and energy savings through a portfolio of cost-effective programs that exceed each utility's energy efficiency goals while staying within the cost caps established in §25.182(d)(7) of this title. (1) The cost of a program includes the cost of program in-centive payment
	(d) Cost-effectiveness standard. An energy efficiency pro-gram is deemed to be cost-effective if the cost of the program to the utility is less than or equal to the benefits of the program. Utilities are encouraged to achieve demand reduction and energy savings through a portfolio of cost-effective programs that exceed each utility's energy efficiency goals while staying within the cost caps established in §25.182(d)(7) of this title. (1) The cost of a program includes the cost of program in-centive payment
	(d) Cost-effectiveness standard. An energy efficiency pro-gram is deemed to be cost-effective if the cost of the program to the utility is less than or equal to the benefits of the program. Utilities are encouraged to achieve demand reduction and energy savings through a portfolio of cost-effective programs that exceed each utility's energy efficiency goals while staying within the cost caps established in §25.182(d)(7) of this title. (1) The cost of a program includes the cost of program in-centive payment



	(3) The avoided cost of energy must be established in ac-cordance with this paragraph. (A) By April 1 of each year, ERCOT must file its calcu-lation of the avoided cost of energy for the upcoming calendar year for the ERCOT region under the control number for the energy efficiency implementation project. ERCOT must calculate the avoided cost of en-ergy by determining the load-weighted average of the competitive load zone settlement point prices for the peak periods covering the seven previous winter and sum
	(3) The avoided cost of energy must be established in ac-cordance with this paragraph. (A) By April 1 of each year, ERCOT must file its calcu-lation of the avoided cost of energy for the upcoming calendar year for the ERCOT region under the control number for the energy efficiency implementation project. ERCOT must calculate the avoided cost of en-ergy by determining the load-weighted average of the competitive load zone settlement point prices for the peak periods covering the seven previous winter and sum
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	If approved, the good cause exception is limited to the program year associated with the EECRF application. (3) Each utility's demand-reduction goal must be calcu-lated as follows: (A) Each year's historical demand for residential and commercial customers must be adjusted for weather fluctuations, us-ing weather data for the most recent ten years. The utility's growth in residential and commercial demand is based on the average growth in retail load in the Texas portion of the utility's service area, measur

	ity conducting the program, except for an appliance recycling program consistent with this section. (ii) A measure would be adopted even in the absence of the energy efficiency service provider's proposed energy efficiency project, except in special cases, such as hard-to-reach and weatheriza-tion programs, or where free riders are accounted for using a net to gross adjustment of the avoided costs, or another method that achieves the same result. (iii) A project results in negative environmental or health e
	commission must not be included in program costs for the purpose of applying these limits. (1) Administrative costs include all reasonable and neces-sary costs incurred by a utility in carrying out its responsibilities under this section, including: (A) conducting informational activities designed to ex-plain the standard offer programs and market transformation programs to energy efficiency service providers, retail electric providers, and vendors; (B) for a utility offering self-delivered programs, inter-

	(B) Setting aside amounts for programs to be delivered to customers by retail electric providers and establishing program rules and schedules that will give retail electric providers sufficient time to plan, advertise, and conduct energy efficiency programs, while preserv-ing the utility's ability to meet the goals in this section; and (C) Working with retail electric providers and energy efficiency service providers to evaluate the demand reductions and en-ergy savings resulting from time-of-use prices; ho
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	(A) must describe the eligible customer classes and al-locate funding among the classes on an equitable basis; (B) may offer standard program incentive payments and specify a schedule of payments that are sufficient to meet the goals of the program, which must be consistent with this section, or any revised payment formula adopted by the commission. The program incentive payments may include both payments for energy and demand savings, as appropriate; (C) must not permit the provision of any product, ser-vi
	(A) must describe the eligible customer classes and al-locate funding among the classes on an equitable basis; (B) may offer standard program incentive payments and specify a schedule of payments that are sufficient to meet the goals of the program, which must be consistent with this section, or any revised payment formula adopted by the commission. The program incentive payments may include both payments for energy and demand savings, as appropriate; (C) must not permit the provision of any product, ser-vi
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	(E) must be limited to projects that result in consistent and predictable energy or peak demand savings over an appropriate period of time based on the life of the measure; and (F) may permit a utility to use poor performance, in-cluding customer complaints, as a criterion to limit or disqualify an energy efficiency service provider or its affiliate from participating in a program. (3) A market transformation program must identify: (A) program goals; (B) market barriers the program is designed to over-come;
	(E) must be limited to projects that result in consistent and predictable energy or peak demand savings over an appropriate period of time based on the life of the measure; and (F) may permit a utility to use poor performance, in-cluding customer complaints, as a criterion to limit or disqualify an energy efficiency service provider or its affiliate from participating in a program. (3) A market transformation program must identify: (A) program goals; (B) market barriers the program is designed to over-come;
	(E) must be limited to projects that result in consistent and predictable energy or peak demand savings over an appropriate period of time based on the life of the measure; and (F) may permit a utility to use poor performance, in-cluding customer complaints, as a criterion to limit or disqualify an energy efficiency service provider or its affiliate from participating in a program. (3) A market transformation program must identify: (A) program goals; (B) market barriers the program is designed to over-come;


	must be filed as a searchable pdf document and in Excel format for all included tables, with formulas intact, according to the commission's file format standards in §22.72 of this title (relating to Formal Requisites of Pleadings and Documents to be Filed with the Commission). The utility's plan and report must include a completed attachment based on the commission-prescribed Excel template. (1) Each electric utility's energy efficiency plan and report must describe how the utility intends to achieve the go

	(K) the utility's performance in achieving its energy goal and demand goal for the prior five years, as reported in annual energy efficiency reports filed in accordance with this section; (L) a comparison of projected savings (energy and de-mand), reported savings, and verified savings for each of the utility's energy efficiency programs for the prior two years; (M) a description of the results of any market transfor-mation program, including a comparison of the baseline and actual re-sults and any adjustme
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	will be achieved. However, a utility may provide an energy efficiency service provider that offers behavioral programs incremental compen-sation as work is performed. If inspection of one or more measures is a part of the protocol, a utility must not provide an energy efficiency service provider final compensation until the utility has conducted its inspection on at least a sample of measures and the inspections confirm that the work has been done. A utility must provide inspection reports to commission sta

	(A) Evaluators follow ethical guidelines. (B) Important and relevant assumptions used by pro-gram planners and administrators are reviewed as part of the EM&V efforts. (C) All important and relevant EM&V assumptions and calculations are documented and the reliability of results is indicated in evaluation reports. (D) The majority of evaluation expenditures and efforts are in areas of greatest importance or uncertainty. (3) The commission must select an entity to act as the com-mission's EM&V contractor and 
	(A) Evaluators follow ethical guidelines. (B) Important and relevant assumptions used by pro-gram planners and administrators are reviewed as part of the EM&V efforts. (C) All important and relevant EM&V assumptions and calculations are documented and the reliability of results is indicated in evaluation reports. (D) The majority of evaluation expenditures and efforts are in areas of greatest importance or uncertainty. (3) The commission must select an entity to act as the com-mission's EM&V contractor and 

	(B) The TRM must be reviewed by the EM&V contrac-tor at least annually, under a schedule determined by commission staff, with the intention of preparing an updated TRM, if needed. In addition, any utility or other stakeholder may request additions to or modifica-tions to the TRM at any time with the provision of documentation for the basis of such an addition or modification. At the discretion of com-mission staff, the EM&V contractor may review such documentation to prepare a recommendation with respect to
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	(C) Baseline is applicable code, standard or common practice for unplanned replacements of failed equipment; and (D) Baseline is applicable code, standard or common practice for new construction or major tenant improvements. (9) Relevant recommendations of the EM&V contractor related to program design and reporting should be addressed in the Energy Efficiency Implementation Project (EEIP) and considered for implementation in future program years. The commission may require a utility to implement the EM&V co
	(C) Baseline is applicable code, standard or common practice for unplanned replacements of failed equipment; and (D) Baseline is applicable code, standard or common practice for new construction or major tenant improvements. (9) Relevant recommendations of the EM&V contractor related to program design and reporting should be addressed in the Energy Efficiency Implementation Project (EEIP) and considered for implementation in future program years. The commission may require a utility to implement the EM&V co
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	installed and the overall program must be evaluated using the Sav-ings-to-Investment ratio. (C) Any funds that are not obligated after July of a pro-gram year may be made available for use in a hard-to-reach program. However, such funds may not be used to satisfy the expenditure re-quirement under paragraph (2)(A) of this subsection. (D) Demand reduction achieved through a targeted low-income energy efficiency program may not be used to satisfy the hard-to-reach demand reduction requirement under subsection

	(G) utility program portfolios and proposed energy ef-ficiency spending levels for future program years; (H) periodic reviews of the cost-effectiveness method-ology; and (I) other activities as identified by commission staff. (2) The EEIP projects must be conducted by commission staff. The commission's EM&V contractor's reports must be filed in the project at a date determined by commission staff. (3) A utility that intends to launch a program that is sub-stantially different from other programs previously 
	(G) utility program portfolios and proposed energy ef-ficiency spending levels for future program years; (H) periodic reviews of the cost-effectiveness method-ology; and (I) other activities as identified by commission staff. (2) The EEIP projects must be conducted by commission staff. The commission's EM&V contractor's reports must be filed in the project at a date determined by commission staff. (3) A utility that intends to launch a program that is sub-stantially different from other programs previously 
	(G) utility program portfolios and proposed energy ef-ficiency spending levels for future program years; (H) periodic reviews of the cost-effectiveness method-ology; and (I) other activities as identified by commission staff. (2) The EEIP projects must be conducted by commission staff. The commission's EM&V contractor's reports must be filed in the project at a date determined by commission staff. (3) A utility that intends to launch a program that is sub-stantially different from other programs previously 


	(F) the fact that the energy efficiency service provider must measure and report to the utility the energy and peak demand savings from installed energy efficiency measures; (G) the liability insurance to cover property damage carried by the energy efficiency service provider and any subcontrac-tor; (H) the financial arrangement between the energy effi-ciency service provider and customer, including an explanation of the total customer payments, the total expected interest charged, all possi-ble penalties f
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	duction goal must be adjusted to remove any load that is lost as a result of this subsection. (v) Administrative penalty. The commission may impose an administrative penalty or other sanction if the utility fails to meet a goal for energy efficiency under this section. Factors, to the extent they are outside of the utility's control, that may be considered in determining whether to impose a sanction for the utility's failure to meet the goal include: (1) the level of demand by retail electric providers and 
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	duction goal must be adjusted to remove any load that is lost as a result of this subsection. (v) Administrative penalty. The commission may impose an administrative penalty or other sanction if the utility fails to meet a goal for energy efficiency under this section. Factors, to the extent they are outside of the utility's control, that may be considered in determining whether to impose a sanction for the utility's failure to meet the goal include: (1) the level of demand by retail electric providers and 
	(2) The commission may approve an EECRF for each eli-gible rate class. The costs must be directly assigned to each rate class that received services under the programs to the maximum extent rea-sonably possible. In its EECRF proceeding, a utility may request a good cause exception to combine one or more rate classes, each con-taining fewer than 20 customers, with a similar rate class that received services under the same energy efficiency programs in the preceding year. For each rate class, the under-or ove
	(2) The commission may approve an EECRF for each eli-gible rate class. The costs must be directly assigned to each rate class that received services under the programs to the maximum extent rea-sonably possible. In its EECRF proceeding, a utility may request a good cause exception to combine one or more rate classes, each con-taining fewer than 20 customers, with a similar rate class that received services under the same energy efficiency programs in the preceding year. For each rate class, the under-or ove
	(2) The commission may approve an EECRF for each eli-gible rate class. The costs must be directly assigned to each rate class that received services under the programs to the maximum extent rea-sonably possible. In its EECRF proceeding, a utility may request a good cause exception to combine one or more rate classes, each con-taining fewer than 20 customers, with a similar rate class that received services under the same energy efficiency programs in the preceding year. For each rate class, the under-or ove



	Bureau of Labor Statistics times the aggregate of all eligible commer-cial customers' kWh consumption. (C) For the 2019 program year and thereafter, the res-idential and commercial cost caps must be calculated to be the prior period's cost caps increased or decreased by a rate equal to the most re-cently available calendar year's percentage change in the South urban CPI, as determined by the Federal Bureau of Labor Statistics. (8) Not later than May 1 of each year, a utility in an area in which customer cho
	presiding officer must set a procedural schedule that will enable the utility to file an EECRF compliance tariff consistent with the final or-der within ten days of the date of the final order. The procedural sched-ule must also provide that the compliance filing date will be at least 45 days before the effective date of March 1. The effective date of any new or adjusted EECRF must occur at least 45 days after the utility files a compliance tariff consistent with a final order approving the new or adjusted 
	presiding officer must set a procedural schedule that will enable the utility to file an EECRF compliance tariff consistent with the final or-der within ten days of the date of the final order. The procedural sched-ule must also provide that the compliance filing date will be at least 45 days before the effective date of March 1. The effective date of any new or adjusted EECRF must occur at least 45 days after the utility files a compliance tariff consistent with a final order approving the new or adjusted 


	vice provider receiving more than 5% of the utility's overall program incentive payments and the percentage of the utility's program incen-tive payments received by those providers. Such information may be treated as confidential; (I) the utility's administrative costs, including any affil-iate costs and EECRF proceeding expenses and an explanation of both; (J) the actual EECRF revenues by rate class for any period for which the utility calculates an under-or over-recovery of EECRF costs; (K) the utility's 
	vice provider receiving more than 5% of the utility's overall program incentive payments and the percentage of the utility's program incen-tive payments received by those providers. Such information may be treated as confidential; (I) the utility's administrative costs, including any affil-iate costs and EECRF proceeding expenses and an explanation of both; (J) the actual EECRF revenues by rate class for any period for which the utility calculates an under-or over-recovery of EECRF costs; (K) the utility's 
	vice provider receiving more than 5% of the utility's overall program incentive payments and the percentage of the utility's program incen-tive payments received by those providers. Such information may be treated as confidential; (I) the utility's administrative costs, including any affil-iate costs and EECRF proceeding expenses and an explanation of both; (J) the actual EECRF revenues by rate class for any period for which the utility calculates an under-or over-recovery of EECRF costs; (K) the utility's 
	costs were expended to generate more participation or transform the market for the utility's programs; (I) the utility's energy efficiency costs for the previous year or estimated for the year the requested EECRF will be in effect are comparable to costs in other markets with similar conditions; and (J) the utility has set its program incentive payments with the objective of achieving its energy and demand goals under §25.181 of this title at the lowest reasonable cost per program. (12) The scope of an EECR

	and program costs must be calculated in accordance with this section and §25.181 of this title. (3) If a utility exceeds 100% of its demand and energy re-duction goals, it will receive a utility incentive. The utility incentive is calculated as 1% of the applicable program year's net benefits for every 2% that the demand reduction goal has been exceeded, with a maximum of 5% of the utility's total net benefits. (4) The commission may reduce the utility incentive oth-erwise permitted under this subsection fo
	The commission received comments about this project from AEP Texas Inc., Electric Transmission Texas, LLC, and Southwestern Electric Power Company (AEP Companies), CenterPoint Energy Houston Electric (CenterPoint), City of Houston (Houston), El Paso Electric (EPE), Entergy Texas, Inc. (Entergy), Lower Col-orado River Authority and LCRA Transmission Services Corpo-ration (LCRA), Oncor Electric Delivery Company LLC (Oncor), Southwestern Public Service Company (SPS), Texas Compet-itive Power Advocates (TCPA), 

	as it conducts its biennial review of EOPs required under Tex. Util. Code §186.007. Though the commission agrees that stan-dardizing terms is best practice across agency rules, there are times when different rules must have different terms to clarify which parties are intended to be captured in a particular rule. In this case, the EOP rules apply to more types of entities than do the requirements under §25.60, such as generators, for ex-ample. The commission declines to include the factors laid out by Houst
	as it conducts its biennial review of EOPs required under Tex. Util. Code §186.007. Though the commission agrees that stan-dardizing terms is best practice across agency rules, there are times when different rules must have different terms to clarify which parties are intended to be captured in a particular rule. In this case, the EOP rules apply to more types of entities than do the requirements under §25.60, such as generators, for ex-ample. The commission declines to include the factors laid out by Houst
	as it conducts its biennial review of EOPs required under Tex. Util. Code §186.007. Though the commission agrees that stan-dardizing terms is best practice across agency rules, there are times when different rules must have different terms to clarify which parties are intended to be captured in a particular rule. In this case, the EOP rules apply to more types of entities than do the requirements under §25.60, such as generators, for ex-ample. The commission declines to include the factors laid out by Houst
	The commission declines in deleting §25.53(c)(1)(A)(VI), the template is necessary for the purposes of providing our contrac-tor with consistent documents for ease of review. Proposed §25.53(c)(1)(D) Proposed §25.53(c)(1)(D) requires an entity to make its unredacted EOP available in its entirety to commission staff on request through an encrypted electronic method designated by commission staff. EPE, SPS and TEAM recommended that §25.53(c)(1)(D) re-main unchanged, which requires that EOPs be made available 
	The commission declines in deleting §25.53(c)(1)(A)(VI), the template is necessary for the purposes of providing our contrac-tor with consistent documents for ease of review. Proposed §25.53(c)(1)(D) Proposed §25.53(c)(1)(D) requires an entity to make its unredacted EOP available in its entirety to commission staff on request through an encrypted electronic method designated by commission staff. EPE, SPS and TEAM recommended that §25.53(c)(1)(D) re-main unchanged, which requires that EOPs be made available 


	extended to no more than once every five years. LCRA similarly requested changing the rule to require a renewing the EOP every five years. TPPA opposed the three-year refiling requirement because it is redundant and administratively burdensome. TEC requested re-moving the requirements to file annual updates and three-year full re-filings. Commission Response The commission declines to extend the refiling deadline to ev-ery five years to remain consistent with the reporting cadence of the WMP rule. Actively 
	Proposed §25.53(c)(4)(C) requires an entity to file an affidavit from the entity's highest-ranking representative, official, or of-ficer with binding authority over the entity attesting to various provisions relating to the entity's training, review processes, and management of the EOP. TPPA recommended that the commission specify that the affi-davit be signed by an officer with operational responsibility over the entity. TEAM recommended amending 16 TAC §25.53(c)(4)(C) to state: "relevant operating personn

	location is referenced in a manner that allows for direct access by authorized agents to the document. Commission Response The commission disagrees with Houston that a cross reference to the WMP filed under §25.60 of this chapter would be a suf-ficient alternative to the requirement proposed in this rule, as this would be administratively inefficient for staff for the reasons stated above in its response to the question for comment issued in the proposal for publication. Proposed §25.53(e)(3)(H) Proposed §2
	location is referenced in a manner that allows for direct access by authorized agents to the document. Commission Response The commission disagrees with Houston that a cross reference to the WMP filed under §25.60 of this chapter would be a suf-ficient alternative to the requirement proposed in this rule, as this would be administratively inefficient for staff for the reasons stated above in its response to the question for comment issued in the proposal for publication. Proposed §25.53(e)(3)(H) Proposed §2
	location is referenced in a manner that allows for direct access by authorized agents to the document. Commission Response The commission disagrees with Houston that a cross reference to the WMP filed under §25.60 of this chapter would be a suf-ficient alternative to the requirement proposed in this rule, as this would be administratively inefficient for staff for the reasons stated above in its response to the question for comment issued in the proposal for publication. Proposed §25.53(e)(3)(H) Proposed §2
	of an entity's EOP. A drill may be used to develop or test new policies or procedures or to practice and maintain current skills. (3) Emergency--a situation in which the known, potential consequences of a hazard or threat are sufficiently imminent and severe that an entity should take prompt action to prepare for and reduce the impact of harm that may result from the hazard or threat. The term includes an emergency declared by local, state, or federal government, or ERCOT or another reliability coordinator 

	tronic method designated by commission staff, such as a secure file sharing method selected by an entity in consultation with commission staff. (E) An entity may file a joint EOP on behalf of itself and one or more other entities over which it has control provided that: (i) the executive summary required under subpara-graph (A)(i) of this paragraph identifies which sections of the joint EOP apply to each entity; and (ii) the joint EOP satisfies the requirements of this section for each entity as if each ent
	(iii) submit to ERCOT its revised unredacted EOP in its entirety if the entity operates within the ERCOT region. (B) An entity that in the previous calendar year did not make a change to its EOP that materially affects how the entity would respond to an emergency must file with the commission: (i) a pleading that documents any changes to the list of emergency contacts as provided under paragraph (4)(B) of this sub-section; (ii) an attestation from the entity's highest-ranking representative, official, or of

	(iii) drills have been conducted to the extent re-quired by subsection (f) of this section; (iv) the EOP or an appropriate summary has been distributed to local jurisdictions as needed; (v) the entity maintains a business continuity plan that addresses returning to normal operations after disruptions caused by an incident; and (vi) the entity's emergency management personnel who are designated to interact with local, state, and federal emergency management officials during emergency events have received the
	(iii) drills have been conducted to the extent re-quired by subsection (f) of this section; (iv) the EOP or an appropriate summary has been distributed to local jurisdictions as needed; (v) the entity maintains a business continuity plan that addresses returning to normal operations after disruptions caused by an incident; and (vi) the entity's emergency management personnel who are designated to interact with local, state, and federal emergency management officials during emergency events have received the
	(iii) drills have been conducted to the extent re-quired by subsection (f) of this section; (iv) the EOP or an appropriate summary has been distributed to local jurisdictions as needed; (v) the entity maintains a business continuity plan that addresses returning to normal operations after disruptions caused by an incident; and (vi) the entity's emergency management personnel who are designated to interact with local, state, and federal emergency management officials during emergency events have received the
	(D) ERCOT must describe the procedures for commu-nicating, in advance of and during an emergency, with the public, the media, the commission, OPUC, governmental entities and officials, the state emergency operations center, and market participants. (3) A plan to maintain pre-identified supplies for emer-gency response. (4) A plan that addresses staffing during emergency re-sponse. (5) A plan that addresses how an entity identifies weather-related hazards, including tornadoes, hurricanes, extreme cold weathe
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	(G) A physical security incident annex; (H) A flood annex; and (I) Any additional annexes as needed or appropriate to the entity's particular circumstances. (2) A transmission and distribution utility that leases or op-erates facilities under PURA §39.918(b)(1) or procures, owns, and op-erates facilities under PURA §39.918(b)(2) must include an annex that details its plan for the use of those facilities. (3) A PGC or an electric cooperative, an electric utility, or a municipally owned utility that operates 
	(G) A physical security incident annex; (H) A flood annex; and (I) Any additional annexes as needed or appropriate to the entity's particular circumstances. (2) A transmission and distribution utility that leases or op-erates facilities under PURA §39.918(b)(1) or procures, owns, and op-erates facilities under PURA §39.918(b)(2) must include an annex that details its plan for the use of those facilities. (3) A PGC or an electric cooperative, an electric utility, or a municipally owned utility that operates 
	(G) A physical security incident annex; (H) A flood annex; and (I) Any additional annexes as needed or appropriate to the entity's particular circumstances. (2) A transmission and distribution utility that leases or op-erates facilities under PURA §39.918(b)(1) or procures, owns, and op-erates facilities under PURA §39.918(b)(2) must include an annex that details its plan for the use of those facilities. (3) A PGC or an electric cooperative, an electric utility, or a municipally owned utility that operates 
	(G) A physical security incident annex; (H) A flood annex; and (I) Any additional annexes as needed or appropriate to the entity's particular circumstances. (2) A transmission and distribution utility that leases or op-erates facilities under PURA §39.918(b)(1) or procures, owns, and op-erates facilities under PURA §39.918(b)(2) must include an annex that details its plan for the use of those facilities. (3) A PGC or an electric cooperative, an electric utility, or a municipally owned utility that operates 
	(G) A physical security incident annex; (H) A flood annex; and (I) Any additional annexes as needed or appropriate to the entity's particular circumstances. (2) A transmission and distribution utility that leases or op-erates facilities under PURA §39.918(b)(1) or procures, owns, and op-erates facilities under PURA §39.918(b)(2) must include an annex that details its plan for the use of those facilities. (3) A PGC or an electric cooperative, an electric utility, or a municipally owned utility that operates 



	(C) A hurricane annex that includes evacuation and re-entry procedures if facilities are located within a hurricane evacu-ation zone, as defined by TDEM; (D) A cyber security annex; (E) A physical security incident annex; and (F) Any additional annexes as needed or appropriate to ERCOT's particular circumstances. (f) Drills. An entity must conduct or participate in at least one drill each calendar year to test its EOP. Following an annual drill the entity must assess the effectiveness of its emergency respo
	(C) A hurricane annex that includes evacuation and re-entry procedures if facilities are located within a hurricane evacu-ation zone, as defined by TDEM; (D) A cyber security annex; (E) A physical security incident annex; and (F) Any additional annexes as needed or appropriate to ERCOT's particular circumstances. (f) Drills. An entity must conduct or participate in at least one drill each calendar year to test its EOP. Following an annual drill the entity must assess the effectiveness of its emergency respo
	(C) A hurricane annex that includes evacuation and re-entry procedures if facilities are located within a hurricane evacu-ation zone, as defined by TDEM; (D) A cyber security annex; (E) A physical security incident annex; and (F) Any additional annexes as needed or appropriate to ERCOT's particular circumstances. (f) Drills. An entity must conduct or participate in at least one drill each calendar year to test its EOP. Following an annual drill the entity must assess the effectiveness of its emergency respo
	(C) A hurricane annex that includes evacuation and re-entry procedures if facilities are located within a hurricane evacu-ation zone, as defined by TDEM; (D) A cyber security annex; (E) A physical security incident annex; and (F) Any additional annexes as needed or appropriate to ERCOT's particular circumstances. (f) Drills. An entity must conduct or participate in at least one drill each calendar year to test its EOP. Following an annual drill the entity must assess the effectiveness of its emergency respo




	their spouses as instructed by H.B. 5629, 89th Legislature, Reg-ular Session (2025). The rule is adopted without changes to the proposed text pub-lished in the October 10th, 2025, issue of the Texas Register (50 TexReg 6637) The rule will not be republished. REASONED JUSTIFICATION FOR THE RULE The rule is necessary to implement H.B. 5629, 89th Legislature, Regular Session (2025). H.B. 5629 amended the Texas Occu-pations Code, specifically §§ 55.004 and 55.0041, to reform how state agencies process occupatio
	their spouses as instructed by H.B. 5629, 89th Legislature, Reg-ular Session (2025). The rule is adopted without changes to the proposed text pub-lished in the October 10th, 2025, issue of the Texas Register (50 TexReg 6637) The rule will not be republished. REASONED JUSTIFICATION FOR THE RULE The rule is necessary to implement H.B. 5629, 89th Legislature, Regular Session (2025). H.B. 5629 amended the Texas Occu-pations Code, specifically §§ 55.004 and 55.0041, to reform how state agencies process occupatio
	their spouses as instructed by H.B. 5629, 89th Legislature, Reg-ular Session (2025). The rule is adopted without changes to the proposed text pub-lished in the October 10th, 2025, issue of the Texas Register (50 TexReg 6637) The rule will not be republished. REASONED JUSTIFICATION FOR THE RULE The rule is necessary to implement H.B. 5629, 89th Legislature, Regular Session (2025). H.B. 5629 amended the Texas Occu-pations Code, specifically §§ 55.004 and 55.0041, to reform how state agencies process occupatio
	Section 365.22(h)--The rule is amended to show that a person whose out-of-state license is recognized must comply with Chap-ter 1301 of the Texas Occupations Code and all other applicable laws and regulations. Section 365.22(j)--The rule is amended to show that an appli-cant under this section must pass a criminal history background check. The agency may deny an application if the applicant has a disqualifying criminal history. Section 365.22(l)--The rule is amended to eliminate the provision that military 



	The commissioner of insurance adopts new 28 TAC §3.3520, concerning Uniform Coordination of Benefits Questionnaire. The new section is adopted without changes to the proposed text published in the October 24, 2025 issue of the Texas Register (50 TexReg 6976). The section will not be republished. REASONED JUSTIFICATION. New §3.3520 is necessary to im-plement House Bill 388, 89th Legislature, 2025. HB 388 requires the Texas Department of Insurance (TDI) to adopt a uniform co-ordination of benefits (COB) quest
	The commissioner of insurance adopts new 28 TAC §3.3520, concerning Uniform Coordination of Benefits Questionnaire. The new section is adopted without changes to the proposed text published in the October 24, 2025 issue of the Texas Register (50 TexReg 6976). The section will not be republished. REASONED JUSTIFICATION. New §3.3520 is necessary to im-plement House Bill 388, 89th Legislature, 2025. HB 388 requires the Texas Department of Insurance (TDI) to adopt a uniform co-ordination of benefits (COB) quest
	The commissioner of insurance adopts new 28 TAC §3.3520, concerning Uniform Coordination of Benefits Questionnaire. The new section is adopted without changes to the proposed text published in the October 24, 2025 issue of the Texas Register (50 TexReg 6976). The section will not be republished. REASONED JUSTIFICATION. New §3.3520 is necessary to im-plement House Bill 388, 89th Legislature, 2025. HB 388 requires the Texas Department of Insurance (TDI) to adopt a uniform co-ordination of benefits (COB) quest
	The commissioner of insurance adopts new 28 TAC §3.3520, concerning Uniform Coordination of Benefits Questionnaire. The new section is adopted without changes to the proposed text published in the October 24, 2025 issue of the Texas Register (50 TexReg 6976). The section will not be republished. REASONED JUSTIFICATION. New §3.3520 is necessary to im-plement House Bill 388, 89th Legislature, 2025. HB 388 requires the Texas Department of Insurance (TDI) to adopt a uniform co-ordination of benefits (COB) quest
	The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 12, 2025. TRD-202504631 Jessica Barta General Counsel Texas Department of Insurance Effective date: January 1, 2026 Proposal publication date: October 24, 2025 For further information, please call: (512) 676-6555 ♦ ♦ ♦ SUBCHAPTER RR. VALUATION MANUAL 28 TAC §3.9901 The commissioner of insurance adopts amendments t


	a valuation manual that is substantially similar to the valuation manual approved by the NAIC, and §425.073(c) expressly requires the commissioner to adopt changes to the valuation manual that are substantially similar to changes adopted by the NAIC. In addition to clarifying existing provisions, the 2026 NAIC Valu-ation Manual includes changes that: -update the Valuation Manual economic scenario generator ref-erences for the adoption of the Conning-maintained prescribed economic scenario generator; and -in
	a valuation manual that is substantially similar to the valuation manual approved by the NAIC, and §425.073(c) expressly requires the commissioner to adopt changes to the valuation manual that are substantially similar to changes adopted by the NAIC. In addition to clarifying existing provisions, the 2026 NAIC Valu-ation Manual includes changes that: -update the Valuation Manual economic scenario generator ref-erences for the adoption of the Conning-maintained prescribed economic scenario generator; and -in
	a valuation manual that is substantially similar to the valuation manual approved by the NAIC, and §425.073(c) expressly requires the commissioner to adopt changes to the valuation manual that are substantially similar to changes adopted by the NAIC. In addition to clarifying existing provisions, the 2026 NAIC Valu-ation Manual includes changes that: -update the Valuation Manual economic scenario generator ref-erences for the adoption of the Conning-maintained prescribed economic scenario generator; and -in
	a valuation manual that is substantially similar to the valuation manual approved by the NAIC, and §425.073(c) expressly requires the commissioner to adopt changes to the valuation manual that are substantially similar to changes adopted by the NAIC. In addition to clarifying existing provisions, the 2026 NAIC Valu-ation Manual includes changes that: -update the Valuation Manual economic scenario generator ref-erences for the adoption of the Conning-maintained prescribed economic scenario generator; and -in
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	Section 9.402 implements Insurance Code §2703.153. The new section is adopted with changes to the proposed text published in the August 15, 2025 issue of the Texas Register (50 TexReg 5308). Section 9.402 was revised in response to public com-ments. The section will be republished. REASONED JUSTIFICATION. TDI is required by Insurance Code §2703.153 to promulgate title insurance rates based on data submitted annually from title insurance agents and compa-nies. Insurance Code §2703.153 also requires title ins
	Section 9.402 implements Insurance Code §2703.153. The new section is adopted with changes to the proposed text published in the August 15, 2025 issue of the Texas Register (50 TexReg 5308). Section 9.402 was revised in response to public com-ments. The section will be republished. REASONED JUSTIFICATION. TDI is required by Insurance Code §2703.153 to promulgate title insurance rates based on data submitted annually from title insurance agents and compa-nies. Insurance Code §2703.153 also requires title ins
	Section 9.402 implements Insurance Code §2703.153. The new section is adopted with changes to the proposed text published in the August 15, 2025 issue of the Texas Register (50 TexReg 5308). Section 9.402 was revised in response to public com-ments. The section will be republished. REASONED JUSTIFICATION. TDI is required by Insurance Code §2703.153 to promulgate title insurance rates based on data submitted annually from title insurance agents and compa-nies. Insurance Code §2703.153 also requires title ins

	Comment. One of the commenters suggests that TDI amend subsection (a) to add "and fillable report forms" in addition to the sentence stating that TDI will make available instructions for submitting reports. The commenter also suggests that TDI make a single date of "on or before February 1" for both the agent and company instructions instead of staggering the instructions and forms on February 1 for agents and March 1 for companies. Agency Response. TDI agrees to add "and reporting forms" for additional cla
	Comment. One of the commenters suggests that TDI amend subsection (a) to add "and fillable report forms" in addition to the sentence stating that TDI will make available instructions for submitting reports. The commenter also suggests that TDI make a single date of "on or before February 1" for both the agent and company instructions instead of staggering the instructions and forms on February 1 for agents and March 1 for companies. Agency Response. TDI agrees to add "and reporting forms" for additional cla
	(2) April 1 for title companies. (b) Title agents must submit their statistical report by May 1 of each year. (c) Title companies must submit their statistical report by June 1 of each year. (d) TDI will publish on its website compilation reports sum-marizing the submitted statistical reports by: (1) October 1 of each year for title agents; and (2) November 1 of each year for title companies. The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency
	(2) April 1 for title companies. (b) Title agents must submit their statistical report by May 1 of each year. (c) Title companies must submit their statistical report by June 1 of each year. (d) TDI will publish on its website compilation reports sum-marizing the submitted statistical reports by: (1) October 1 of each year for title agents; and (2) November 1 of each year for title companies. The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency
	(2) April 1 for title companies. (b) Title agents must submit their statistical report by May 1 of each year. (c) Title companies must submit their statistical report by June 1 of each year. (d) TDI will publish on its website compilation reports sum-marizing the submitted statistical reports by: (1) October 1 of each year for title agents; and (2) November 1 of each year for title companies. The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency





	vided to the agency; a foreign (non-U.S.) business entity that is not licensed to do business in Texas; or a foreign adversary. Subsection (d) outlines a procedure in which prospective donors may provide advance notice to the agency of their intent to make a gift, so that the prospective donor can be screened for potential conflicts of interest. Subsection (e) describes the review procedures the agency will use to determine if the gift is consistent with applicable law, agency policies, and the agency's gif
	vided to the agency; a foreign (non-U.S.) business entity that is not licensed to do business in Texas; or a foreign adversary. Subsection (d) outlines a procedure in which prospective donors may provide advance notice to the agency of their intent to make a gift, so that the prospective donor can be screened for potential conflicts of interest. Subsection (e) describes the review procedures the agency will use to determine if the gift is consistent with applicable law, agency policies, and the agency's gif
	vided to the agency; a foreign (non-U.S.) business entity that is not licensed to do business in Texas; or a foreign adversary. Subsection (d) outlines a procedure in which prospective donors may provide advance notice to the agency of their intent to make a gift, so that the prospective donor can be screened for potential conflicts of interest. Subsection (e) describes the review procedures the agency will use to determine if the gift is consistent with applicable law, agency policies, and the agency's gif
	vided to the agency; a foreign (non-U.S.) business entity that is not licensed to do business in Texas; or a foreign adversary. Subsection (d) outlines a procedure in which prospective donors may provide advance notice to the agency of their intent to make a gift, so that the prospective donor can be screened for potential conflicts of interest. Subsection (e) describes the review procedures the agency will use to determine if the gift is consistent with applicable law, agency policies, and the agency's gif
	vided to the agency; a foreign (non-U.S.) business entity that is not licensed to do business in Texas; or a foreign adversary. Subsection (d) outlines a procedure in which prospective donors may provide advance notice to the agency of their intent to make a gift, so that the prospective donor can be screened for potential conflicts of interest. Subsection (e) describes the review procedures the agency will use to determine if the gift is consistent with applicable law, agency policies, and the agency's gif
	CHAPTER 6. INVESTMENT MANAGEMENT SUBCHAPTER B. STANDARDS FOR MEMBERS OF THE COMPTROLLER'S INVESTMENT ADVISORY BOARD 34 TAC §§6.10 -6.18 The Comptroller of Public Accounts adopts new §6.10, concern-ing definitions; §6.11, concerning advisory capacity; §6.12, con-cerning advisory board member duties; §6.13, concerning ad-visory board composition; §6.14, concerning compensation and expenses; §6.15, concerning disclosures and annual affirmation of compliance; §6.16, concerning term of office; and §6.17, con-cer



	Victoria North General Counsel for Fiscal and Agency Affairs Comptroller of Public Accounts Effective date: December 30, 2025 Proposal publication date: August 22, 2025 For further information, please call: (512) 475-2220 ♦ ♦ ♦ PART 3. TEACHER RETIREMENT SYSTEM OF TEXAS CHAPTER 25. MEMBERSHIP CREDIT SUBCHAPTER B. COMPENSATION 34 TAC §25.21 The Teacher Retirement System of Texas (TRS) adopts amend-ments to §25.21, relating to Compensation Subject to Deposit and Credit, under Subchapter B (relating to Compens
	Victoria North General Counsel for Fiscal and Agency Affairs Comptroller of Public Accounts Effective date: December 30, 2025 Proposal publication date: August 22, 2025 For further information, please call: (512) 475-2220 ♦ ♦ ♦ PART 3. TEACHER RETIREMENT SYSTEM OF TEXAS CHAPTER 25. MEMBERSHIP CREDIT SUBCHAPTER B. COMPENSATION 34 TAC §25.21 The Teacher Retirement System of Texas (TRS) adopts amend-ments to §25.21, relating to Compensation Subject to Deposit and Credit, under Subchapter B (relating to Compens
	Victoria North General Counsel for Fiscal and Agency Affairs Comptroller of Public Accounts Effective date: December 30, 2025 Proposal publication date: August 22, 2025 For further information, please call: (512) 475-2220 ♦ ♦ ♦ PART 3. TEACHER RETIREMENT SYSTEM OF TEXAS CHAPTER 25. MEMBERSHIP CREDIT SUBCHAPTER B. COMPENSATION 34 TAC §25.21 The Teacher Retirement System of Texas (TRS) adopts amend-ments to §25.21, relating to Compensation Subject to Deposit and Credit, under Subchapter B (relating to Compens


	The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 10, 2025. TRD-202504511 Don Green Chief Financial Officer Teacher Retirement System of Texas Effective date: December 30, 2025 Proposal publication date: October 24, 2025 For further information, please call: (512) 542-6506 ♦ ♦ ♦ CHAPTER 27. TERMINATION OF MEMBERSHIP AND REFUNDS 34 TAC §27.6 The Teacher Retirement
	The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 10, 2025. TRD-202504511 Don Green Chief Financial Officer Teacher Retirement System of Texas Effective date: December 30, 2025 Proposal publication date: October 24, 2025 For further information, please call: (512) 542-6506 ♦ ♦ ♦ CHAPTER 27. TERMINATION OF MEMBERSHIP AND REFUNDS 34 TAC §27.6 The Teacher Retirement

	Don Green Chief Financial Officer Teacher Retirement System of Texas Effective date: December 30, 2025 Proposal publication date: October 17, 2025 For further information, please call: (512) 542-6506 ♦ ♦ ♦ CHAPTER 29. BENEFITS The Teacher Retirement System of Texas (TRS) adopts amend-ments to §29.9 (relating to Survivor Benefits) of Chapter 29, Sub-chapter A, in Title 34, Part 3, of the Texas Administrative Code and §29.56 (relating to Minimum Distribution Requirements) of Chapter 29, Subchapter D, in Title
	Don Green Chief Financial Officer Teacher Retirement System of Texas Effective date: December 30, 2025 Proposal publication date: October 17, 2025 For further information, please call: (512) 542-6506 ♦ ♦ ♦ CHAPTER 29. BENEFITS The Teacher Retirement System of Texas (TRS) adopts amend-ments to §29.9 (relating to Survivor Benefits) of Chapter 29, Sub-chapter A, in Title 34, Part 3, of the Texas Administrative Code and §29.56 (relating to Minimum Distribution Requirements) of Chapter 29, Subchapter D, in Title
	Don Green Chief Financial Officer Teacher Retirement System of Texas Effective date: December 30, 2025 Proposal publication date: October 17, 2025 For further information, please call: (512) 542-6506 ♦ ♦ ♦ CHAPTER 29. BENEFITS The Teacher Retirement System of Texas (TRS) adopts amend-ments to §29.9 (relating to Survivor Benefits) of Chapter 29, Sub-chapter A, in Title 34, Part 3, of the Texas Administrative Code and §29.56 (relating to Minimum Distribution Requirements) of Chapter 29, Subchapter D, in Title
	Don Green Chief Financial Officer Teacher Retirement System of Texas Effective date: December 30, 2025 Proposal publication date: October 17, 2025 For further information, please call: (512) 542-6506 ♦ ♦ ♦ CHAPTER 29. BENEFITS The Teacher Retirement System of Texas (TRS) adopts amend-ments to §29.9 (relating to Survivor Benefits) of Chapter 29, Sub-chapter A, in Title 34, Part 3, of the Texas Administrative Code and §29.56 (relating to Minimum Distribution Requirements) of Chapter 29, Subchapter D, in Title
	The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 10, 2025. TRD-202504515 Don Green Chief Financial Officer Teacher Retirement System of Texas Effective date: December 30, 2025 Proposal publication date: October 17, 2025 For further information, please call: (512) 542-6506 ♦ ♦ ♦ SUBCHAPTER D. PLAN LIMITATIONS 34 TAC §29.56 STATUTORY AUTHORITY The amendments are a
	The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 10, 2025. TRD-202504515 Don Green Chief Financial Officer Teacher Retirement System of Texas Effective date: December 30, 2025 Proposal publication date: October 17, 2025 For further information, please call: (512) 542-6506 ♦ ♦ ♦ SUBCHAPTER D. PLAN LIMITATIONS 34 TAC §29.56 STATUTORY AUTHORITY The amendments are a


	The Teacher Retirement System of Texas (TRS) adopts amend-ments to §31.3 (relating to Return-to-Work Employer Pension Surcharge) under Subchapter A (relating to General Provisions and Procedures) of Chapter 31 in Part 3 of Title 34 of the Texas Administrative Code without changes to the text as proposed in the October 24, 2025 issue of the Texas Register (50 TexReg 6997). The rule will not be republished. REASONED JUSTIFICATION TRS amends §31.3 to conform with legislation passed during the regular session o
	The Teacher Retirement System of Texas (TRS) adopts amend-ments to §31.3 (relating to Return-to-Work Employer Pension Surcharge) under Subchapter A (relating to General Provisions and Procedures) of Chapter 31 in Part 3 of Title 34 of the Texas Administrative Code without changes to the text as proposed in the October 24, 2025 issue of the Texas Register (50 TexReg 6997). The rule will not be republished. REASONED JUSTIFICATION TRS amends §31.3 to conform with legislation passed during the regular session o
	SUBCHAPTER A. RETIREE HEALTH CARE BENEFITS (TRS-CARE) 34 TAC §41.4 The Teacher Retirement System of Texas (TRS) adopts amend-ments to §41.4, relating to Employer Health Benefit Surcharge, under Subchapter A (relating to Retiree Health Care Benefits (TRS-CARE)) of Chapter 41 in Part 3 of Title 34 of the Texas Administrative Code without changes to the text proposed in the October 24, 2025 issue of the Texas Register (50 TexReg 6998). The rule will not be republished. REASONED JUSTIFICATION TRS amends §41.4 t
	TITLE 37. PUBLIC SAFETY AND CORREC-TIONS PART 1. TEXAS DEPARTMENT OF PUBLIC SAFETY CHAPTER 6. LICENSE TO CARRY HANDGUNS SUBCHAPTER B. ELIGIBILITY AND APPLICATION PROCEDURES FOR A LICENSE TO CARRY A HANDGUN 37 TAC §6.14, §6.19 The Texas Department of Public Safety (the department) adopts amendments to §6.14 and adopts new §6.19, concerning Eli-gibility And Application Procedures For A License To Carry A Handgun. These rules are adopted without changes to the pro-posed text as published in the October 24, 202
	TITLE 37. PUBLIC SAFETY AND CORREC-TIONS PART 1. TEXAS DEPARTMENT OF PUBLIC SAFETY CHAPTER 6. LICENSE TO CARRY HANDGUNS SUBCHAPTER B. ELIGIBILITY AND APPLICATION PROCEDURES FOR A LICENSE TO CARRY A HANDGUN 37 TAC §6.14, §6.19 The Texas Department of Public Safety (the department) adopts amendments to §6.14 and adopts new §6.19, concerning Eli-gibility And Application Procedures For A License To Carry A Handgun. These rules are adopted without changes to the pro-posed text as published in the October 24, 202
	The Texas Department of Public Safety (the department) adopts new §6.111 and §6.112, concerning Tactical Medical Profes-sional Instructor Certification. These rules are adopted without changes to the proposed text as published in the October 24, 2025, issue of the Texas Register (50 TexReg 7001) and will not be republished. These new rules are necessary to implement House Bill 4995, 89th Leg. R.S. (2025), which requires the department to estab-lish by rule minimum standards for a training course to be com-p

	tion or licensing process and by establishing new rules for recog-nizing another state's license similar in scope of practice to the vendor authorization in this state for the Ignition Interlock Device Program. The department accepted comments on the proposals through November 24, 2025. The substantive comments received and the department's responses are summarized below. COMMENT: Written comments relating to §10.25 were submitted by Edward Timmons, on behalf of Archbridge Institute recommending re-placing 
	authority to establish the three-year inspection fee for certain rental vehicles. No comments were received regarding the adoption of this rule. This rule is adopted pursuant to Texas Government Code, §411.004(3), which authorizes the Public Safety Commission to adopt rules considered necessary for carrying out the de-partment's work; Texas Transportation Code, §548.002, which authorizes the department to adopt rules to administer and enforce this chapter; and Senate Bill 1729, 89th Leg., R.S. (2025). The a
	authority to establish the three-year inspection fee for certain rental vehicles. No comments were received regarding the adoption of this rule. This rule is adopted pursuant to Texas Government Code, §411.004(3), which authorizes the Public Safety Commission to adopt rules considered necessary for carrying out the de-partment's work; Texas Transportation Code, §548.002, which authorizes the department to adopt rules to administer and enforce this chapter; and Senate Bill 1729, 89th Leg., R.S. (2025). The a

	These rules are adopted pursuant to Texas Government Code, §411.004(3), which authorizes the Public Safety Commission to adopt rules considered necessary for carrying out the depart-ment's work; Texas Transportation Code, §548.002, which au-thorizes the department to adopt rules to administer and enforce this chapter; and House Bill 5629, 89th Leg., R.S. (2025). The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with
	These rules are adopted pursuant to Texas Government Code, §411.004(3), which authorizes the Public Safety Commission to adopt rules considered necessary for carrying out the depart-ment's work; Texas Transportation Code, §548.002, which au-thorizes the department to adopt rules to administer and enforce this chapter; and House Bill 5629, 89th Leg., R.S. (2025). The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with
	adopt rules considered necessary for carrying out the depart-ment's work; Texas Occupations Code, §1702.061(a), which au-thorizes the Public Safety Commission to adopt rules and gen-eral policies to guide the department in the administration of this chapter; and House Bill 5629, 89th Leg., R.S. (2025). The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 12, 2025. T
	adopt rules considered necessary for carrying out the depart-ment's work; Texas Occupations Code, §1702.061(a), which au-thorizes the Public Safety Commission to adopt rules and gen-eral policies to guide the department in the administration of this chapter; and House Bill 5629, 89th Leg., R.S. (2025). The agency certifies that legal counsel has reviewed the adop-tion and found it to be a valid exercise of the agency's legal au-thority. Filed with the Office of the Secretary of State on December 12, 2025. T


	adopt rules considered necessary for carrying out the depart-ment's work; Texas Occupations Code, §1956.013, which autho-rizes the Public Safety Commission to adopt rules to administer this chapter; §1956.0134(e), which authorizes the Public Safety Commission to adopt rules establishing the method by which a metal recycling entity is required to document in a record the type of seller from which the entity purchased or acquired cop-per or brass material; §1956.0134(f), which authorizes the Public Safety Com
	license requirements" to "comparing the other state's scope of practice". RESPONSE: The department disagrees with this comment. It is necessary for the department to review the licensing require-ments of other states, along with their statutes, rules, and appli-cation review processes. Conducting this review is essential to ensure that an applicant's prior authorization in another state cor-responds with the lawful scope of regulated activities in Texas. No changes were made to the proposal based on this co
	license requirements" to "comparing the other state's scope of practice". RESPONSE: The department disagrees with this comment. It is necessary for the department to review the licensing require-ments of other states, along with their statutes, rules, and appli-cation review processes. Conducting this review is essential to ensure that an applicant's prior authorization in another state cor-responds with the lawful scope of regulated activities in Texas. No changes were made to the proposal based on this co

	Filed with the Office of the Secretary of State on December 12, 2025. TRD-202504586 D. Phillip Adkins General Counsel Texas Department of Public Safety Effective date: January 1, 2026 Proposal publication date: October 24, 2025 For further information, please call: (512) 424-5848 ♦ ♦ ♦ CHAPTER 39. AUTOMATED MOTOR VEHICLES 37 TAC §§39.1 -39.3 The Texas Department of Public Safety (the department) adopts new §§39.1 -39.3, concerning Automated Motor Vehicles. These rules are adopted without changes to the prop
	Filed with the Office of the Secretary of State on December 12, 2025. TRD-202504586 D. Phillip Adkins General Counsel Texas Department of Public Safety Effective date: January 1, 2026 Proposal publication date: October 24, 2025 For further information, please call: (512) 424-5848 ♦ ♦ ♦ CHAPTER 39. AUTOMATED MOTOR VEHICLES 37 TAC §§39.1 -39.3 The Texas Department of Public Safety (the department) adopts new §§39.1 -39.3, concerning Automated Motor Vehicles. These rules are adopted without changes to the prop
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	recycler provide to the county tax accessor-collector. Adopted new §217.87(d)(2) clarifies that if there is a motor vehicle record for the vehicle in the department's Registration and Title Sys-tem, the department will make a notation in the motor vehicle record that the motor vehicle has been dismantled, scrapped or destroyed, and cancel the title issued by the department for the motor vehicle, in accordance with Transportation Code, §501.098(f). Adopted new §217.87(e) describes the process for a lienholde
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	43 TAC §217.10 STATUTORY AUTHORITY. The department adopts the repeal of §217.10 under Transportation Code, §501.0041, which gives the department authority to adopt rules to administer Transporta-tion Code, Chapter 501, Certificate of Title Act; Transportation Code, §501.051, which gives the department authority to refuse, cancel, suspend or revoke a title; Transportation Code, §501.052, which provides an interested person aggrieved by a refusal, rescission, cancellation, suspension, or revocation under Tran
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	Code, §501.098(b) on motor vehicles purchased without title for purposes of dismantling, scrapping or parting, the authority to prescribe the manner in which a used automotive parts recycler submits to the department any information necessary to satisfy any applicable requirement for reporting information to the Na-tional Motor Vehicle Title Information System, and the authority to inspect records under Transportation Code, §501.098(m); and Transportation Code, §1002.001, which authorizes the board to adopt
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