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THREE FACTS ABOUT
UTILITY VALUATION REFORM IN TEXAS

Texas' utility valuation reform legislation (HB 3542) passed with unanimous, bipartisan support in 2019,
modernizing the state’s utility valuation laws. By allowing utilities to be sold at their average appraised fair
market value - instead of at a much lower depreciated value -Texas is encouraging the consolidation of
smaller, often distressed water and wastewater systems with larger utilities. This enables critical
infrastructure investments to be made, increases economies of scale, and improves service for customers.

Here are three facts to know about utility valuation reform in Texas

HB 3542 received
unanimous, bipartisan

supportin the
legislature.

The law determines a
utility’s fair market
value through an
independent appraisal
process.

State regulators
applauded the
reforms.

In May 2019, the bill passed the Texas House 141-0 and the
Texas Senate 31-0. The Texas Legislative Study Group, a
nonpartisan caucus providing legislative analysis, endorsed
the bill, noting how consolidating with a larger utility can help
smaller water and wastewater systems address critical
infrastructure needs.

The Public Utility Commission (PUC) of Texas maintains a list
of valuation experts qualified to conduct utility appraisals.
When a fair market value acquisition is pursued, the PUC
selects three experts to perform the valuation. The fair
market value of a system is the average of the three expert
appraisals.

“We are grateful to Rep. Dade Phelan for sponsoring legislation
that streamlines the sales process for retail public utilities,
which, among other benefits, will allow distressed utilities to
move into more able hands and maintain service to
customers.” - John Paul Urban, Executive Director of the
Public Utility Commission of Texas
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