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Created to Serve
Since their creation in the 1930s, electric cooperatives have been about setting poles,
building lines, and bringing power to rural America to improve the quality of life. In
short, electric cooperatives were born to serve. Sam Houston EC is not-for-profit and
owned by you, our members.
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Our constant focus is to provide you with safe, reliable
electricity at competitive rates. Please take time to review
this 2016 Annual Report. It provides you with insights
into how we have worked to serve you, our members,
throughout 2016 and into 2017.
In 2016 our wholesale power costs decreased for the
second year in a row, which was reflected in the “Energy”
charge you see on your monthly electric bill. It’s too early to

Message
From
the CEO
Kyle J. kuntz, p.e.
Sam Houston Electric Cooperative CEO

know the impact the new administration in Washington will
have on energy prices. For now, however, it appears that
regulations will be eased, allowing us to utilize more of our
generating resources, which will help control costs.
We are beginning to see modest growth in our area. Costs
for new line extensions and replacement of aging Co-op
facilities all contributed to an increase in operating costs in
2016. Your board and management are continuing to take
a strategic approach in addressing operating expenses.
After all, our directors are members just like you, so they
keep the best interests of all members in mind as they
guide your Cooperative.

Wired to Serve
2016 was a banner year for Sam Houston Electric
Cooperative in member satisfaction. Thank you for rating
us 87 in the American Customer Satisfaction Index. That
is not only among the highest in our industry, it is also
among the highest in all industries.
I hope that as you review the pages that follow, you will see
that your employees at Sam Houston Electric Cooperative
are truly…Wired to Serve.
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meet Our Leaders,
The Board of Directors
1 Don Boyett

1 Casey Evans Davis

1 Lynn Hendrix

1 Milton Purvis

2 James Elmore

3 Robert C. Boyd

4 Katherine Hardin

4 Chuck Turner

5 Jim Seale

5 W.E. “Ernie” Miles

Cooperative Leaders

District

The board of directors is the guiding light of Sam Houston

Angelina County

Electric Cooperative. Made up of engaged Cooperative

Polk County

members, the board is keenly aware of what’s important to

Trinity County

1

District

2

San Jacinto County

4

5

each and every one of our 54,000 members, our service area

District

is divided into five districts.

Hardin County

Montgomery County

Liberty County

Walker County
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Tyler County
Jasper County

our member-owners. To ensure equal representation for
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2 Gary Jenke

District

Electric Cooperatives were established
to improve quality of life

Our Purpose

Until the 1930s there was no electricity in rural America. After

improve lives

Power the communities we serve and

eight decades, not-for-profit, member-owned cooperatives
are still the most effective business model for powering
rural America. Our Cooperative was created by a handful of
pioneering members, is still owned by its members, and will
continue to be guided by members for generations to come.
Our board of directors is made up of 11 members, just like you,
who diligently work to represent you and your best interests
by providing safe, reliable electricity at competitive rates.

Our Vision
To be the best electric cooperative in
America

Our Values
Excellence, integrity, accountability, respect,
commitment, stewardship, fairness

Service,

The Cooperative Way
Annual Report 2015
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Service
Milestones
High Expectations Yield Exceptional Results
By setting high goals and striving daily to reach them, we are constantly focused on improving the service we provide to the
54,000 consumer-members of Sam Houston Electric Cooperative. We celebrated numerous milestones in 2016, and we look
forward to reaching even greater milestones in 2017!

To achieve our service goals, we must stay fiscally

Then in September more than $3 million in capital credits

responsible with your investments. Your Cooperative

were retired to members as credits on your electric bill.

remains financially strong. In February 2016, members

Capital credits are just one of the many reasons it’s great to

received a total of $857,000 in wholesale energy credits.

be a member of an electric cooperative.

87
76

2016
ACSI

68
72

Service
Excellence
We’re Consistently Among the Best
in the Industry
Sam Houston Electric Cooperative continues to
garner some of the best scores in the industry
from the American Customer Satisfaction Index.
The Cooperative finished 2016 with an average
ACSI score of 87. The national average for electric
cooperatives is 76.
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$3.08 million in
September 2016

Since the Cooperative is not-for-profit, we assign surplus revenues to each member based on the amount of electricity
they purchased. This is called a capital credit. Those dollars are then used to build, upgrade, and operate the Co-op’s power
distribution system. That means each member owns a part of the lines, poles and substations that deliver electricity to their
homes and businesses. When the Cooperative’s financial condition allows a portion of each member’s capital credits is paid to
them as a credit on their September bills. This bill credit is also referred to as “retiring” capital credits.

Z

$857,000 wholesale
energy credits

We’re not the only ones who believe in
the cooperative business model. Our
wholesale power provider is a co-op,
too. When they returned credits in
2016, we passed them directly to you.

Z

Creating a Culture
of Safety

Providing

electrical

service

can

be an incredibly dangerous task,
which is why safety education is
a focus at Sam Houston Electric
Cooperative.
our

We partnered with

statewide

association,

Texas

Electric Cooperatives, to host the
2016
and

National
Safety

Utility

Education

Training
Association

Z

Safety and Training
Come First

conference in San Antonio, bringing

We keep our safety training and

together hundreds of industry safety

advocacy close to home, too. Our

advocates from across the country,

Cooperative’s

with a common goal of keeping our

of Livingston hosts Texas Electric

members and employees safe—every

Cooperatives

one, every day.

schools year-round.

training
statewide

field

east

training
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Service
By the numbers

;

When Sam Houston Electric Cooperative was created in 1939,
every Co-op member could fit into one small room. In the mid-1960s, there were just 15,000 meters. How did
we grow to 73,000 meters since then? By adhering to our core values: Accountability, Innovation, Integrity, and
Commitment to Community.

Meters Per County

Where Do your Electricity dollars go?

Sam Houston Electric Cooperative’s more than 73,000

We were founded because of the challenges of powering rural

meters stretch across parts of 10 East Texas counties.

America. It took ingenuity and careful planning to bring power
to our members’ homes. Although our system has grown from a

County

Meters

Angelina

1,590

Hardin

3,238

Jasper

41

Liberty

9,897

Montgomery

11,264

Polk

22,816

San Jacinto

12,861

Trinity

1,962

Tyler

6,040

Walker

3,345

Total
8

73,054
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handful of founding members to more than 54,000, we’re serving
more with less. In fact, we diligently serve our membership
with fewer employees than just 30 years ago. As a not-for-profit
business, every penny from your bill is put to use.

$4.53

When compared to other commodities, electricity remains a great value. Over the past 10 years, the
price of gasoline has shot up 10.9 percent on average each year, according to the U.S. Bureau of Labor
Statistics. The cost of a loaf of white bread has increased 4.2 percent, and a dozen eggs has increased

Average cost of residential
electric service per day

6.5 percent per year. The cost of electricity, on the other hand, has increased just 3.7 percent.

156

The people who work at Sam Houston EC call the communities they serve home, too. We live here.
Our members are our friends and neighbors. With those connections comes pride in the service we
deliver and a sense of duty to do our best. Today and tomorrow, Sam Houston Electric Cooperative
is here for you.

Cooperative Employees

169,540

5,554
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Power Poles

Meters Per Mile

Cooperative

There are nearly 170,000 power poles dotted

We have fewer meters per mile than other

maintains roughly 5,554 miles of power

along Sam Houston Electric Cooperative’s

utilities, so we must operate very efficiently.

lines.

miles of power lines
Sam

Houston

Electric

The

power lines. Each one is inspected every 10

The average investor-owned utility has 34

Cooperative’s power lines could stretch

years on average and repaired or replaced,

meters per mile, and the average municipality

from Houston, Texas, to Rome, Italy.

if needed.

has 48 meters per mile.

How

far

is

that,

exactly?

1,129 kWh
Average consumption

Sam Houston Electric Cooperative is
continuing an upward trend of growth.
And

with

technology,

improved

efficiencies and a stronger awareness
of energy conservation, the average
residential consumption continues to
decrease. We love to see you save!
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Service
Excellence
Serving with purpose
Electric cooperatives began with a single purpose—to provide electricity for rural America. Today, electric co-ops are
uniquely able to meet growing energy needs. After all, you aren’t simply our customers; you are our friends and neighbors.
And you are the member-owners of Sam Houston Electric Cooperative.
For the second straight year, April 27 brought major storms and large-scale power outages, resulting in more than $1
million in costs associated with rebuilding damaged lines and restoring power. Despite the storms, however, service
reliability numbers improved significantly in 2016. Credit goes to your dedicated employees, who work tirelessly in all types
of weather to restore power safely, efficiently and quickly.

myP

y
rePa

Z
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Good Stewards of
our Environment

Z

State-of-the-Art
Metering

Z

You’re in
CONTROL of
your
BUDGET,
your USAGE
and your
PAYMENTS.

myPrePay Offers

Deposit-free service

We take proactive measures to keep

With myPowerUsage, Sam Houston EC

With myPrePay, members can choose

animals safe from electrical hazards.

members have online access to help

the convenience of “pay-as-you-go”

And by protecting our furry and

manage electricity consumption, view

electricity. There’s no difference in the

feathered friends, we’re also providing

and pay bills, and sign up for text and

service you’ll receive—just in how and

more reliable service for you.

email alerts.

when you pay for it.
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When the Lights Go
Out, So do We

As soon as a storm rolls through, our
24-hour dispatch center goes into
action. Line technicians are mobilized
to restore power to you as quickly and
safely as possible.

Z

Outage Management
System

With our outage management system
and online outage viewer, we are now
able to prepare and respond even
faster when a storm knocks out power
to our members.

Z

We’re Working to
Beat our Time

When we can get your power on quickly
and keep everyone safe, we’re winning.
In 2016 each meter had an average
total outage time of 4.4 hours—a 30
percent improvement over 2015.

2.5

Outages Per Meter

3,261

Miles of Line Trimmed

Z
The

Greater Service
Reliability
average

meter

experienced

2.5 outages in 2016—a 20 percent
improvement over 2015, due in part to
3,261 miles of line that were trimmed
or underbrushed for greater reliability.
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Service to
Community
Inspired by our members
Sam Houston Electric Cooperative is your Co-op. Like you, we coach kids, volunteer with the local fire department, and
serve in local civic organizations. We see each other at the store, church, ball games, and in town. That’s what makes
Cooperative membership special. Our job is to make life better for you, our members, and the communities in which we all
live. Sam Houston EC is a proud sponsor of local livestock shows, charitable organizations and many of the same things you
care about. From giving safety presentations to elementary students to providing scholarships for graduating high school
seniors, we are working for the next generation of Co-op members, too.

Z

Small Change Makes
A Big Difference

Operation

12

Round

Up

supports

Z
Funded

Lending A Helping
Hand to Members
by

donations

Serving Beyond OUr
Power Lines

from

October is Co-op Month, and we

non-profit entities that serve our

Cooperative

employees

celebrate each year by giving back to the

communities. By simply having your

and board members, Helping Hands

communities we serve. From improving

electric bill rounded up to the next

has provided Co-op members in need

public

dollar, you can make a big difference.

with more than $400,000 in assistance

information, what better way is there to

Join today!

with paying their electric bills.

celebrate the cooperative difference?
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members,

Z

parks

to

presenting

safety

Z

Protecting Our
Feathered Friends

Z

Filling empty
christmas stockings

Z

15 years supporting
Relay for Life

goes

The cooperative spirit is about more

In

generation

than providing electricity for our

Cooperative employees raised $7,400

resources. Sam Houston EC worked

members. Each year Sam Houston EC

for the American Cancer Society.

with Co-op member Steve Heide to

adopts local families in partnership

Through Relay for Life, we serve, we

erect a bald eagle nesting pole on

with the Empty Stocking and Angel

remember, we celebrate, and we work

Lake Livingston.

Tree programs.

for a cure.

Environmental

stewardship

beyond

power

Z
Since

our

2016

Sam

Houston

Electric

$1 Million in
Scholarships
1992

we’ve

sponsored

a

scholarship program for high school
seniors

whose

parents

or

legal

guardians are active Sam Houston EC
members, awarding $84,000 annually
for higher education.

Z

Save Every Day By Using Your Co-op Connections
Card at Local and Nationwide Businesses

In 2016 Sam Houston EC members saved $30,000 on prescriptions with the Co-op
Connections card. That’s a savings of more than 40 percent! Co-ops nationwide
have collectively saved members $100 million on prescriptions with the Co-op
Connections Card. Visit www.connections.coop/samhoustonec to print your card,
and to find local and national deals near you.

Wired to Serve

13

Service For
Future Generations

The pioneering Co-op members of the 1930s and 1940s hold a special place
in our history and hearts. Generations later, we are proud to serve you, the
Co-op members of today, and we look forward to a future of serving the
Cooperative members of tomorrow.

System Upgrades
Keeping your Cooperative’s electrical distribution system strong and reliable
requires regular maintenance and upgrades, to ensure reliability today and
for future generations of Co-op members. The engineering and operations
departments had several special projects in 2016, including updating the
Huntsville substation and installing a primary line over Highway 190 west of
Livingston. Each project benefits our membership. We’ve also been working
near Shepherd to increase the electrical load power lines in the area can
safely and reliably carry.

14
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Cyber
Security
Protecting Our Most
Valuable Assets
Sam Houston Electric Cooperative
is recognized as a leader in grid
security and ensuring a safe,
secure

electrical

distribution

system for our members.

Careful Stewardship of resources
Stewardship of our environment is important to us. That’s why we have
had renewable energy in our power generation mix for many years,
and we are adding more hydroelectric power and wind energy. We

Diversified
Energy
Along with our generation and

are also researching the feasibility of community-scale solar energy

transmission provider, East Texas

as well. While renewable energy has many benefits, we are always

Electric Cooperative, we continue

mindful of the bottom line, and we commit Co-op resources only when

to pursue a diversified energy

it makes sense and benefits our members.

portfolio,

Clean, Renewable HydroPower

including

renewable

resources. We believe in building
and

investing

in

projects

that

The R.C. Thomas Hydroelectric Project at Lake Livingston is being

protect us during potential major

constructed by East Texas Electric Cooperative, our generation and

outages and provide the kind

transmission provider. The R.C. Thomas Project will be completed in 2019

of power needed for the future.

and will provide 24 megawatts of clean, renewable energy for generations

Our goal is to provide reliable,

to come.

economical power to our members
at competitive rates.

Meeting
Lawmakers

Wind Power

Advocating for our
membership

incorporated into our generation
resources in 2016. Sam Houston

It doesn’t stop at the edge of

8 megawatts of low cost wind

our service territory. Our goal

generation from Oklahoma. And we

EC

is to keep your electricity safe,
reliable and affordable. It’s
critical that our elected officials
in Austin and Washington hear
from us as they make decisions
that

impact

our

ability

continue that mission.

Diversified

to

now

renewables

receives

were

approximately

have begun evaluating the feasibility
of community solar.
Regardless of the source, your
board will not pursue any power
generation, unless it is cost-effective
and beneficial for our membership
and future growth.
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Sam Houston Electric Cooperative Inc.
Consolidated Balance Sheets • December 31, 2016 and 2015

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 $899,233 in 2016 and $971,040 in 2015)
Materials and supplies (at average cost)
Other current assets
		

TOTAL CURRENT ASSETS

Deferred charges
		
Equities:

TOTAL ASSETS

2015

$ 465 162 638
6 919 768
472 082 406
152 040 776

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

320 041 630

314 869 639

61 333 021

58 275 723

61 333 021

58 275 723

4 692 494
1 018 970

3 735 260
1 079 666

18 697 900
450 651
473 195

17 399 401
735 680
492 812

25 333 210

23 442 819

25 710 504

26 178 211

$ 432 418 365

$ 422 766 392

$ 166 745 448
156 290
(1 309 789)

$ 167 203 298
156 290
(934 147)

165 591 949

166 425 441

6 848 817

6 065 311

216 179 830

208 906 037

23 036 467
11 731 852
219 771
627 939
2 572 248

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

38 188 277

37 113 206

5 609 492

4 256 397

$ 432 418 365

$ 422 766 392

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
		
16
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TOTAL EQUITIES AND LIABILITIES

Sam Houston Electric Cooperative Inc.
Consolidated Statements of Revenue and Expense • For the Years Ended December 31, 2016 and 2015
2016
$ 156 540 024
6 388 736
162 928 760

2015
$ 163 951 243
7 806 454
171 757 697

101 858 893
486 126
5 589 446
17 486 417
5 282 664
8 186 212
15 878 158
2 635 928
157 403 844

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

5 524 916

11 406 193

7 757 620

7 772 723

(2 232 704)

3 633 470

Generation and transmission capital credits

2 600 238

3 022 246

Patronage capital - Associated organizations

2 047 946

1 602 511

102 440
110 216
212 656

102 537
91 371
193 908

$ 2 628 136

$ 8 452 135

$ 2 628 136

$ 8 452 135

(375 642)

359 419

$ 2 252 494

$ 8 811 554

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 (LOSS)

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

NET MARGIN

Sam Houston Electric Cooperative Inc.
Statements of Comprehensive Income • December 31, 2016 and 2015
Net margin
Other comprehensive income:
Actuarial gain (loss)
		Comprehensive Income

Wired to Serve
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Sam Houston Electric Cooperative Inc.
Statements of Patronage Capital and Accumulated Other Comprehensive Income • December 31, 2016 and 2015

Patronage
Capital
Balance, December 31, 2014
Net margin
Other Comprehensive Income:
		Actuarial gain/(loss)
Patronage capital retired
Balance, December 31, 2015
Net margin
Other Comprehensive Income:
		Actuarial gain/(loss)
Patronage capital retired - Net
Balance, December 31, 2016

18
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accumulated
other
comprehensive
income (loss)

Other
equities

Total

$ 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

2 628 136

-

-

2 628 136

(3 085 986)

-

(375 642)
-

(375 642)
(3 085 986)

$ 166 745 448

$ 156 290

$ (1 309 789)

$ 165 591 949

Sam Houston Electric Cooperative Inc.
Statements of Cash Flows • December 31, 2016 and 2015
2016
$ 2 628 136

2015
$ 8 452 135

15 878 158

15 133 803

(4 648 184)
477 277

(4 624 757)
501 743

(1 298 499)
285 029
19 617
467 707
(427 418)
1 411 045
(4 029)
90 048
12 250 751
14 878 887

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)

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

(21 050 149)
60 696
1 590 886
1 780 513
(17 618 054)

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

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

27 000 000
(20 217 613)
(3 085 986)
3 696 401

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

957 234

(960 187)

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

3 735 260
$ 4 692 494

4 695 447
$ 3 735 260

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

$ 7 761 649

$ 8 231 881

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

$ (375 642)

$ 359 419

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

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
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PO Box 1121
Livingston, TX 77351
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