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MESSAGE

FROM THE CEO
It’s often said that change is inevitable. Well, that’s true in many ways. What has not changed over the past 77 years
at Sam Houston Electric Cooperative is the fact that your Cooperative exists to deliver electricity that is safe, reliable
and affordable, while improving the quality of life in the communities we serve. What has changed is how we go about
accomplishing these foundational goals.
Sam Houston EC, along with other area power providers,

The Cooperative’s strong financial position allowed the

transitioned to the Midcontinent Independent System Operator

retirement of more than $3 million in capital credits, which

(MISO) to pursue lower wholesale electricity prices and greater

appeared as a credit on September electric bills.

reliability. 2015 was our first full year in MISO, and while the
expected cost savings took a few months to materialize, the

Our most exciting project of 2015 was the upgrading of 70,000

move has resulted in lower wholesale power costs. And as a

meters. Sam Houston EC members now have online access to

not-for-profit cooperative, Sam Houston EC

daily and hourly kilowatt-hour consumption and temperature

passed those

savings along to you.

data. This information is crucial for evaluating your power
consumption and reducing monthly electric bills.

In 2015, we also took a careful look at our 6,000 miles of power
lines as we continued focusing on keeping your lights on and your

I’ll close by saying thank-you for giving your Cooperative

electricity bills low. We revamped our right-of-way program to

employees an American Customer Satisfaction Index score of

reduce power outages and save money. Under the new program,

88 for the year, once again ranking Sam Houston EC among the

the Co-op more efficiently trims rights-of-way, while in accordance

best in the industry.

with industry standards by using a variety of specialized
equipment. The result is an overall savings of $1 million per year.

Yes, change is inevitable. And 2015 brought about innovations that
already are paving the way to a bright energy future.

The balance sheet saw growth in 2015 due to investments in
new service installations and system improvement projects.
We also took advantage of significantly lower interest rates
by refinancing long-term debt, which will save our members
millions over the next 20 years.

KYLE J. KUNTZ, P.E.
Sam Houston EC CEO
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UPGRADED METERS

myPowerUsage Brings Improved Service

In 2015 your electric meter was upgraded to a new myPowerUsage meter. More than 70,000 meters and supporting infrastructure
were installed in six months. This was an incredible feat that couldn’t have been achieved without coordination between
departments and cooperation among all employees.
Service, reliability and power quality have improved with the new meters, which have the ability to report power outages
automatically. This helps us restore your power faster when a storm hits. Power to the new meters can also now be connected
and disconnected remotely. That means we’re significantly reducing the number of trucks on the road and the amount of miles we
drive each year. That’s good for the environment, and it helps cut operating costs.
The myPowerUsage portal is now available when you log in to your mySamHouston online account. It allows you to learn more
about your usage, and if you have an unusual bill, you can investigate your usage by day or hour and even see how the weather
impacts electric bills. You can also use this system to set up account alerts for high usage or billing due dates.

LOG IN TODAY!
1

With the new metering system, members have access to
detailed data about their energy use in real time. This helps
you identify ways to use less electricity and reduce your
monthly bills.

2

Visit our website at SamHouston.net and log in to your
mySamHouston account. From there, click on “myPowerUsage”
on the left-side navigation bar.

3

On this screen, you’ll see a listing of all your Sam Houston EC
accounts and meters. Click “Usage” next to your desired listed
meter, and you’ll see electricity consumption data presented
in chart and table form. The data can be broken down by
month, week, day or billing cycle. You’ll also notice the actual
cost calculated for each day.
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PREPAID
ELECTRICITY
myPrePay
AVAILABLE

myP

y
rePa

There’s no difference in the service you’ll receive—just in HOW and
WHEN you pay for it.
When you sign up, you pay as often and as much as you’d like. You’re
in control of your budget, your usage and your payments.
myPrePay offers Sam Houston EC members electric service without
deposits or reconnect fees. There is a nominal $5 monthly fee
added to your myPrePay account.

This fee covers our cost of

offering prepaid metering, as well as text and phone call reminders
that you can sign up to receive. Each payment transaction must be

Sam Houston Electric Cooperative

a minimum of $10. And best of all, there’s no deposit required for

is proud to introduce “pay as you

myPrePay accounts.

go” electricity. With your new
myPowerUsage meter, you have

To learn more, give a Sam Houston EC member service representative

the option to sign up for myPrePay.

a call at 1-800-458-0381.

AWARD-WINNING

RIGHTS-OF-WAY
“THIS PROGRAM KEEPS OUR

Each year, Cooperative employees and contractors cover thousands
of miles of power lines, inspecting rights-of-way, power poles and

SYSTEM IN GOOD SHAPE AND

transformers to make sure we are providing high-quality service

HELPS TO KEEP THE LIGHTS

to our members. Due to the dedication of our employees to pole

ON FOR OUR MEMBERS,” SAID
SAM HOUSTON ELECTRIC
COOPERATIVE CONSTRUCTION
INSPECTOR GREG GOERTZ.

maintenance, the Cooperative was honored with the Osmose Utility
Services Wood Pole Program Award.
This award recognizes outstanding pole inspection and treatment
programs. Since the first inspection in 1977, the Co-op has consistently
achieved a low percentage of poles needing replacement—less than
two percent, which helps keep costs down for our members.
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LOWER WHOLESALE COSTS

PASSING SAVINGS
DIRECTLY TO OUR
MEMBERS
Sam Houston Electric Cooperative is passing along
lower wholesale electricity costs to Cooperative
member-owners.

T

he cost of generating electricity and moving
it across transmission lines decreased in
2015. Those lower wholesale power costs
combined with milder temperatures and reduced
power consumption resulted in smaller spring
electric bills for most Sam Houston EC members.

“Making energy efficiency improvements to your
home now or upgrading old inefficient appliances
will help you save during July, August and September
when temperatures rise and more electricity is used
for cooling,” Conner said. “This will continue to pay
off when winter chills hit.”

Sam Houston Electric Cooperative Chief Financial
Officer Joe Conner shared that while this was
good news regarding wholesale power costs, the
Cooperative always encourages members to plan
ahead for hot summer months.

To find easy ways to improve the efficiency
of your home or business, go online and visit
TouchstoneEnergy.com. You’ll find energy-saving
tips and improvement projects with step-by-step
instructions and even videos.

“Because Sam Houston EC is a not-for-profit entity, the energy charge, which reflects wholesale power
costs, is a straight pass-through,” said Chief Financial Officer Joe Conner. “There is no markup or profit
margin added. It simply reflects the cost we pay to purchase electricity for our members.”
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ENERGY TO GROW EAST TEXAS

STRONGER
TOGETHER
Sam Houston EC and nine other distribution cooperatives
make up East Texas Electric Cooperative. Headquartered
in Nacogdoches, ETEC’s mission is to provide low-cost,
reliable power to its 330,000 member-owners in 46 East
Texas counties.

S

am Houston EC, along with other area power

Renewables are increasingly important as the Environmental

providers, transitioned to the Midcontinent

Protection Agency continues placing further restrictions on more

Independent System Operator (MISO) to pursue

cost-effective traditional power generation resources, such as

lower wholesale electricity prices and greater reliability.

coal and natural gas. In 2015, construction progressed on ETEC’s

In addition to cost savings, the move to MISO has

R.C. Thomas Hydroelectric Facility at Lake Livingston Dam. When

provided access to more power generation resources,

completed in early 2019, the project will produce 24 megawatts of

including

clean, renewable energy.

potential

renewable

energy

options.
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ANNUAL MEETING
Guided By Those We Serve

Attending the Sam Houston Electric Cooperative Annual Meeting of Members is a great way for our members to be actively
involved in the Cooperative. Traditionally held in November each year, the 2015 meeting was moved to June 9.
The Cooperative’s members started trickling in hours before the Sam Houston EC Annual Meeting was scheduled to start. They
came because they have the privilege and right, as member-owners, to elect the Board of Directors and participate in the business
meeting, as they have been since 1939.
Members came to visit with old friends, and they came to have a chance to win one of dozens of door prizes. The cozy auditorium
at the Polk County Commerce Center once again featured the gospel and country-western singing of Walter Plant, a local favorite
who has been serenading Sam Houston EC members for 27 years.
The Cooperative way of doing business is special because we are owned by the consumers we serve and because we are
guided by a set of seven principles that reflect their best interests. They’re not just customers; they are our friends and
neighbors whom we are dedicated to serving.

06
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CAPITAL CREDITS

are just one of the
many reasons it’s great to be a member of an electric cooperative,” said
Chief Financial Officer Joe Conner. “They reflect the financial interest each
member has in the Cooperative.”

T

he Sam Houston Electric Cooperative Board
of Directors voted in August 2015 to approve
the return of $3.16 million to Co-op memberowners. Returned as capital credits, these refunds
were issued as a credit on September electric bills.
Capital credits are allocated from revenues collected
in excess of operating expenses during the previous
year. Once the determination has been made
that the financial condition of the Cooperative is

stable and adequate to meet operating costs, debt
covenants and emergency expenses, the Board
can elect to return a portion of excess capital in the
form of capital credits to Cooperative members.
Capital credits are proportionate to individual
electricity use.
To date, Sam Houston Electric Cooperative has
returned more than $33 million in capital credit
refunds to member-owners.
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OUR COMMUNITIES

SERVING BEYOND OUR LINES

The benefit of being a member of Sam Houston Electric Cooperative is that we are dedicated to you and our communities. The
Co-op was founded by a group of people who wanted to bring electricity to their neighbors, and we continue this by working to
improve the quality of life in our area.
Clad in rubber boots, employees and their families walked at the 2015 Polk County Relay For Life event between rain showers.
However, it takes employees working year-round to raise funds by holding raffle drawings and a garage sale. Their hard work paid
off when the team raised $9,000 for the American Cancer Society.
In early March, Sam Houston EC employees installed roof trusses and decking at a Habitat for Humanity home in Livingston.
Volunteers from other organizations helped finish the project.
Sponsoring a family in the Empty Stocking Program has become a tradition at the Co-op. For more than 18 years, employees have raised
funds to provide Christmas gifts for families in need. In 2015, employees raised enough funds to sponsor a second family and provide
grocery gift cards as well. The year 2015 also marked the 10th anniversary of the Cooperative’s quarterly blood drives with the Gulf Coast
Regional Blood Center, where donations are processed in 24 hours to help the people who need it as soon as possible.

SCHOLARSHIP PROGRAM

FUNDING FUTURES
THE GOAL OF SAM HOUSTON
ELECTRIC COOPERATIVE’S
SCHOLARSHIP PROGRAM IS TO MAKE
STUDENTS’ DREAMS OF HIGHER
EDUCATION BECOME A REALITY.

Thirty-two graduating seniors received scholarships from Sam Houston
Electric Cooperative in 2015, totaling $84,000 in educational assistance
provided to local students. Since its inception in 1992, our program
has provided more than 590 scholarships. High school seniors whose
parents or legal guardians are active Sam Houston EC members are
eligible to apply. The money that funds the scholarship program
comes from unclaimed Cooperative capital credits that are returned
by the State of Texas each year and earmarked for scholarships.
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OPERATION ROUND UP

SMALL CHANGE,
BIG DIFFERENCE
Sam Houston Electric Cooperative has a natural partnership with
the community. Truth is, we’re more than an electric provider.
We take great pride in supporting our communities. In fact, we’re
passionate about it.

Operation Round Up launched in 2015, and more than

The Helping Hands Program provides funding to help Sam Houston

1,600 Cooperative members have joined by rounding

EC members in financial and/or physical distress pay their electric

up their bills each month. These funds are managed

bills. Helping Hands is funded entirely by contributions from

by the Sam Houston Electric Cooperative Charitable

Cooperative employees and members. Since this program began

Foundation and distributed to nonprofit organizations

in 1992, Sam Houston EC members have donated $400,000 to

that improve the lives of people within our service area.

their friends and neighbors in need. Funds are distributed by local

Applications are available on our website, and you can

assistance agencies. You can take part by calling the Cooperative at

join by giving us a call.

1-800-458-0381.
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COOPERATIVE MONTH

#SERVINGBEYOND

National Cooperative Month was first celebrated in October 1930 to highlight the qualities that make electric cooperatives, and
cooperatives of all types, different from other businesses.
Cooperatives are owned by those they serve. Members maintain democratic control, which means they elect fellow members
to represent them on the board of directors. Co-ops are more accessible than other types of businesses. They give their
members a voice and are local—living and working alongside those they serve. That’s the cooperative difference.
Last October we wanted to honor the responsibility our Co-op has to support the areas in which our members live and work. With
this in mind, we expanded our celebration of National Co-op Month by volunteering across our service area. From sharing energy
efficiency information at local fairs to visiting schools to teach children about electrical safety, employees fanned out across the
service area to thank our members.

10
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CO-OP MEMBERSHIP

COMING TOGETHER
TO MAKE A
DIFFERENCE
Rather than talk about the benefits of cooperative membership, we
decided to get out into the community and show our members just
how much our employees appreciate them.

S

am Houston Electric Cooperative

John Williams, Sam Houston Electric

crews, as part of a cooperative

Cooperative line technician and project

effort with the City of Livingston,

volunteer. “We’re glad we could make

added

much-needed

lighting

at

the park feel safer at night.”

Matthews Park in Livingston. With the
addition of four light poles boasting

Cooperative employees were joined by

eight new lights, walkers, joggers and

American Heritage Girls Troop #TX 3110,

runners can utilize the walking track and

Cub Scout Pack 97, Texas A&M Forest

grounds more safely after dark.

Service, Livingston 4-H and the City of
Livingston to plant trees at Matthews

“We had walkers stop us and tell us how

Park as well. That’s the Cooperative spirit

excited they were about the lights,” said

in action.

“We truly enjoy giving back to our communities all year-round,” said Keith Stapleton,
Sam Houston EC chief communications officer. “We have a passion for serving others
and improving the quality of life in East Texas.”
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EMPLOYEE GROWTH
Creating a Culture of Safety

Sam Houston Electric Cooperative has teamed up with Caterpillar Safety Services for training and employee-led programs
aimed at creating a culture of safety. At Sam Houston EC, we believe one of our most important roles is to educate our members,
neighbors, and especially our employees, about what to do to stay safe around electricity. Our goal is to create a culture focused
on safety. Our employees look out for one another because at the end of the day, we want everyone to get home safely.
“Zero incidents is the only acceptable goal in safety,” said David Crouch, Caterpillar Safety instructor. “Employees’ safety takes
precedence over production.”
Safety is integrated into our Cooperative policies, procedures and measurements. Our efforts to create a true culture of safety lie
in total ownership on the part of our employees.

CONTINUOUS IMPROVEMENT
Employees Driving Change
“We have an ongoing journey
with Caterpillar Safety
Services,” said Charlie Palmer,
Sam Houston EC manager
of operations. “It’s about
employees getting together and
saying ‘This is what we think
needs to be done.’”

12

Annual Report 2015

With Caterpillar’s lead, a series of Continuous
Improvement Teams were created to help strengthen
specific functions of the Cooperative. CI Team 1 chose to
address employee safety meetings, resolving to create
more employee involvement, accountability and visible
solutions to issues.
CI Team 2 focused on positive performance recognition at
Sam Houston EC. The new positive performance recognition
process focuses on quality communication and the positive
reinforcement of safe and correct work practices. It is
measured using a card system that provides accountability.

ANNUAL
ALL-EMPLOYEE
MEETING
The electric cooperative industry is unique.
Because our organization exists solely to
improve the lives of our member-owners,
and not to make a profit, the priorities are
shifted to operating efficiently and working
together to share knowledge and fulfill our
goal of keeping energy prices low for our
Cooperative members.

Each January, the employees of Sam Houston Electric
Cooperative come together for an annual opportunity to
not only see all of our coworkers in one room, but also
become stronger and more efficient as a Cooperative.
The day is filled with motivational speakers, industry
experts and break-out sessions—tackling topics like
delivering excellent service, retirement planning and
health and wellness. It’s part of our continual efforts
to learn how to live better, healthier and for a greater
purpose—serving our Cooperative membership.
“By meeting together as one group, we can keep our lines
of communication open, which helps us better serve our
members,” said Sam Houston EC CEO Kyle J. Kuntz. “It’s a
great chance for us to learn from each other.”

Many Sam Houston Electric Cooperative employees work to not
only improve our Co-op, but also cooperatives across the nation by
sharing their expertise and knowledge.

1

Operations Supervisors Larry Horn, Mike Garess and Mickey
Cude serve on the advisory committee for Lamar Institute of
Technology’s Utility Line Technician Program, which prepares
students to work in the powerline industry.

2

Safety and Training Inspector Ronnie Hindsman shares his
personal story with groups across the nation to urge listeners
to be vigilant about their safety every day. Hindsman lost
both of his arms in a work-related accident in 2004.

3

Manager of Member Services Ricky Harrell serves on the
Texas Member Services Association advisory board; a group
that helps educate member service associates, managers
and communicators across the state.
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SAM HOUSTON ELECTRIC COOPERATIVE INC.
Consolidated Balance Sheets | December 31, 2015 and 2014

Utility Plant:
Electric plant in service
Construction in progress

ASSETS

Less: Accumulated depreciation
		

NET UTILITY PLANT

Investments in associated organizations, at cost
		

TOTAL INVESTMENTS

Current Assets:
Cash and cash equivalents
Restricted funds
Accounts receivable (less provision for doubtful accounts
of $971,040 in 2015 and $802,670 in 2014)
Materials and supplies (at average cost)
Other current assets
		

TOTAL CURRENT ASSETS

Deferred charges
		
Equities:

TOTAL ASSETS

2015

2014

$ 449 062 131
5 783 232
454 845 363
139 975 724

$ 438 370 032
3 033 734
441 403 766
138 977 601

314 869 639

302 426 165

58 275 723

54 902 864

58 275 723

54 902 864

3 735 260
1 079 666

4 695 447
1 120 922

17 399 401
735 680
492 812

17 641 448
624 081
361 764

23 442 819

24 443 662

26 178 211

4 981 164

$ 422 766 392

$ 386 753 855

$ 167 203 298
156 290
(934 147)

$ 161 909 370
156 290
(1 293 566)

166 425 441

160 772 094

6 065 311

5 955 279

208 906 037

178 207 723

21 625 422
12 223 258
150 358
631 968
2 482 200

25 754 050
10 226 694
118 066
1 092 007
2 466 709

37 113 206

39 657 526

4 256 397

2 161 233

$ 422 766 392

$ 386 753 855

EQUITIES AND LIABILITIES
Patronage capital
Other equities
Accumulated other comprehensive income (loss)

		

TOTAL EQUITIES

Long-term postretirement benefits liability
Long-term debt, less current maturities
Current Liabilities:
Accounts payable and accrued liabilities
Current maturities of long-term debt
Current portion of postretirement benefits liability
Accrued interest payable
Consumers’ deposits
		

TOTAL CURRENT LIABILITIES

Deferred credits
		

TOTAL EQUITIES AND LIABILITIES
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SAM
HOUSTONELECTRIC
ELECTRIC COOPERATIVE
SAM
HOUSTON
COOPERATIVEINC.
INC.
Consolidated
Statementsand
of Revenue
Expense | For
Yearsand
Ended
December 31, 2014 and 2013
Statements
of Revenue
Expenseand
| December
31,the
2015
2014
2015
$ 163 951 243
7 806 454
171 757 697

2014
$ 165 103 031
7 702 413
172 805 444

106 982 638
322 052
5 434 037
15 502 540
6 219 745
8 159 590
15 133 803
2 597 099
160 351 504

109 238 944
269 188
5 551 208
14 359 124
5 775 914
7 483 715
13 989 836
2 416 544
159 084 473

11 406 193

13 720 971

7 772 723

9 917 574

3 633 470

3 803 397

Generation and transmission capital credits

3 022 246

4 844 427

Patronage capital - Associated organizations

1 602 511

1 767 778

102 537
91 371
193 908

102 980
116 883
219 863

$ 8 452 135

$ 10 635 465

$ 8 452 135

$ 10 635 465

359 419

(92 334)

$ 8 811 554

$ 10 543 131

Operating Revenues:
Sale of electricity
Other electric revenues
		
TOTAL OPERATING REVENUES
Operating Expenses:
Cost of power
Transmission expense
Distribution expense - Operation
Distribution expense - Maintenance
Consumer accounts expense
Administrative and general expense
Depreciation expense
Taxes other than income taxes
		
OPERATING EXPENSES
		

OPERATING MARGINS BEFORE INTEREST EXPENSE

Interest on long-term debt and consumer deposits
OPERATING MARGIN

Nonoperating Margins:
Interest income
Other nonoperating income (expense)
		
TOTAL NONOPERATING MARGINS
		

NET MARGIN

SAM HOUSTON ELECTRIC COOPERATIVE INC.
Statements of Comprehensive Income | December 31, 2015 and 2014

Net margin
Other comprehensive income:
Actuarial gain (loss)
		COMPREHENSIVE INCOME
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SAM HOUSTON ELECTRIC COOPERATIVE INC.
Statements of Patronage Capital and Accumulated Other Comprehensive Income | December 31, 2015 and 2014

PATRONAGE
CAPITAL
Balance, December 31, 2013
Net margin
Other Comprehensive Income:
		
Actuarial gain/(loss)
Patronage capital retired - Net
Prior period adjustment
Balance, December 31, 2014
Net margin
Other Comprehensive Income:
		
Actuarial gain/(loss)
Patronage capital retired - Net
Balance, December 31, 2015

16

ACCUMULATED
OTHER
COMPREHENSIVE
INCOME (LOSS)

OTHER
EQUITIES

TOTAL

$ 153 607 349

$ 156 290

$ (1 201 232)

$ 152 562 407

10 635 465

-

-

10 635 465

(2 337 207)
3 763

-

(92 334)
-

(92 334)
(2 337 207)
3 763

161 909 370

156 290

(1 293 566)

160 772 094

8 452 135

-

-

8 452 135

(3 158 207)

-

359 419
-

359 419
(3 158 207)

$ 167 203 298

$ 156 290

$ (934 147)

$ 166 425 441
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SAM HOUSTON ELECTRIC COOPERATIVE INC.
Statements of Cash Flows | December 31, 2015 and 2014
2015
$ 8 452 135

2014
$ 10 635 465

15 133 803

13 989 836

(4 624 757)
501 743

(6 612 205)
480 376

242 047
(111 599)
(131 048)
(21 197 047)
2 094 283
(4 128 628)
(460 039)
15 491
(12 665 751)
(4 213 616)

2 111 627
74 580
(29 917)
2 977 959
(113 856)
1 981 648
(86 523)
146 215
14 919 740
25 555 205

(27 577 277)
41 256
1 251 898
881
(26 283 242)

(15 848 974)
24 390
1 335 060
(327 055)
(14 816 579)

205 070 301
(172 375 423)
(3 158 207)
29 536 671

2 000 000
(9 584 588)
(2 337 207)
(9 921 795)

(960 187)

816 831

Cash and cash equivalents at beginning of year
CASH AND CASH EQUIVALENTS AT END OF YEAR

4 695 447
$ 3 735 260

3 878 616
$ 4 695 447

Supplemental Disclosures of Cash Flow Information:
Cash paid during the year for interest expense,
net of capitalized amounts

$ 8 231 881

$ 10 003 204

$ 359 419

$ (92 334)

Cash Flows from Operating Activities:
Net margin
Adjustments to Reconcile Net Margins to Net
Cash Provided by Operating Activities:
		Depreciation expense
		
Patronage capital credits - Non cash 		
Associated organizations
		
Accumulated provision for pensions and benefits
		
Cash Provided by (Used for) the Change in:
			Accounts receivable, net
			Materials and supplies
			Other current assets
			Deferred charges
			Deferred credits
			
Accounts payable and accrued liabilities
			Accrued interest payable
			
Consumers’ deposits
		
TOTAL ADJUSTMENTS
		
NET CASH PROVIDED BY OPERATING ACTIVITIES
Cash Flows from Investing Activities:
Capital expenditures for utility plant, net of retirements
Net change in restricted cash
Proceeds from patronage capital - Associated organizations
Deferred credits
NET CASH (USED) IN INVESTING ACTIVITIES
Cash Flows from Financing Activities:
Proceeds from long-term debt
Payments of long-term debt
Retirement of capital credits
NET CASH (USED) PROVIDED BY FINANCING ACTIVITIES
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Noncash Investing and Financing Activities:
Net actuarial gain (loss) on postretirement benefit plan
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