:{Suit filed ag

BY TOM BOWER
Special_;tp The Daily Tribune

AUSTIN-—:Inamove aimed at
opening up the financial ledgers
of the nation’slargest member-
owned electric utility; directors
of the Pedernales Electric Co-op
are being accused of fiscal mis

The action comes five-days
after Texas Attorney General
Greg Abbett turned down. a
request by co-op members to

See PETITION / Page 3
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Pation: PEC board breached ‘fiduciary duties

: belongs to the members,” Soife:
__sald Thursday, suggesting tha
some of that money should be

FRBM PAGE 1

mvestlgate the high. salanesj "at'

Pedernales board members *have
been awardmg themselve‘ in
reeent years,-and to look into: the
. Treasons why the PEC is oneof the
only c0-0ps in the state that does
notaward patronage Trebatestoits
'members :

“We're not -at.all upset with
the attorney general’s decision
notto go forward with an investi-
gation,”” said Austin attor neyJ

Soifer, who Wrote aletter to the ;
Office of the'Attorney General'in-*

March seekingthe official inquiry
-on behalf of Lee Beck Lawrence,
whoisa co-op member.
“Weunderstand that dec1smn
. is within his (Abbott’s) purview
tomake. That wasPlan:A.* Now,
‘we are going forward with Plan
B,” Soifer:said Thursday, refer-
ringtothe class-action lawsuit
she filed Wednesday in Travis
Qounty s 200th District Court.
' Lawrenceisthe: lead plaintiff
in the lawsuit, but the 40- -page
legal petition states the lawsuit is
beingbrought asa class action on
‘behalfief all the co-op’s members,
*-who number more than 2183,000.
Lawrence, who isa mother of
twoand along- time co-op member;
_sa1d sheis pursulng thelitigation
to ensure- €o-0p directors remain
accountable and accessibleto the
membership. ‘ =
' “Since 1938, PEC has brought
‘electricity to.the Texas Hill
‘Country, I'have great ‘respect for
the:830- honest -and hard-work-
ing PEC. ‘employees who work
4o contintie that tradition. But
somethmg is seriously wrong at
‘thetop of this'member-owned
cooperative,” Lawrence said.
‘The lawsuit was filed
agamst the Pedernales’ Electric

;| PEC UNDER
. FIRE

‘Cunningham said Thursday the’

co-op was informed the lawsuit
had been filed, but made no cont-

¢ ment

The lawsuit against the
: Pedernales Electric
: -Cooperative is-asking
for:

i Patronage Capital Fund
: M Repayment:of funds:
: ‘M Removal of current
‘ -board members and
election. of new board
Jnembers,

Co

Cooperative Inc., General
Manager Bennie Fuelberg,
Assistant:General Manager Will

,Dahm n ‘d'the Co-0p’s-seven

ng di rectors and 10 non-vot-
ing advisory directors:

“An investigative story in The
Sunday Tribune May 13 revealed
-thatPEC boardPresldent Wilham
‘Waltelf “Bud” Burnett earned

$198,698 in total compe sation
and benefits for 2005, which'is the
latest official data availablefrom
the Internal Revenue Service.
“For the same year, the other
six directors recelved compen-
sation and benefits ranging
from a low of $9,268 for Charles

E Winters, who is now deceased.

and did not serve the entire year,

uptoa h1gh of $46 506that went'

to E.B. Price of” Burnet Cou.nty

Accordmg to a survey of tax
returns filed by other €0-0ps in
Texas and the rest of thenation,
Pedernales d]rectors are earmng
three and four tnnes what their
counterparts earna the nation’s
largest member-owned electmc
utilities.

PEC spokesman Bill

urt.costs RO e ,,‘ O1 118
bt g . mile area that .is larger. than  ;

That excess income issemetimes

" Source’ court'dociments

‘and that the patronage
“by $40. 6mﬂhonbetween?1)03and

“We Just don t comment on

L pendmghhgatlon 4 Cunnmgham

said from his office in San

Do Distribution of sthe:. “Marcos.

“We’njust address this'in the

courtroom ”he added.
In the lawsuit, Soifer pomted

out that the €o-0p was orgamzed'
 in'1938'to bring electric power

to13 Hill Country countxes"‘"and

mdey serves an &100;square; rie

+.Massachusetts.

liehre i

‘

’I‘hepeﬁtlonstaj:&ethe Co-0p had .

$1 billion in'assets in 2006 and, in
2005, paid its directorsand adv1sory
directors $753,358, plus $164,947 in
contributions to employee benefit

:plans; foratotal of $918, 3051nboard

compensation.
The compensatlon and ben-

‘eflts paid to board members

amounted to approxmlately $700

per hour, accordm to: jt\irns‘

that PEC operates a wholly

owned for-proﬂt subs1d1ary com-

‘pany, known as Envision Utlhtyf
‘Software Corp., which lost $1.3
_ million in income in 2005—more
“than the total value of its assets

—andhasneverproduceda profit
since PEC acquired full owner-
ship of the subsidiary in'2002.

: The legal petition goes on
to- state that the PEC reported a
Patronage Cap1tal Fund of $164

‘million in 2005, along with a

reserve fund of $33 million and
acontingency fund of $9m'; T

2005.
“The co-0p holds $164 million
that, accordmg to the bylaws

,amount of mon

returned to the members whc
own the nonproﬁt Co-0p.
“We’re asking why that

Patronage ‘Capita]
other que ion .

-agree with their accountmg,"
‘Soifer added.

‘The Patronage Cap1tal Fund

: ’(is where the co-opputs any excess

referred to in co-op speak as
margm” or “capital credits.”

Most other- co-0ps have spe-
cific policies for what to do
with their annual margins, If
the margins are-below a cer-
tain amount, the co-ops use
the money‘to pay off some of
their bonded indebtedness. If

“the margins are above a certain
‘amount, the money is: repaid

to co-op members in‘the form

“of dividends that usually are

awarded in December, just prior
to the Christmas holidays.

Lawrence said it is time for
SOme answers.

“My grandfather who served
37years aga PEC director, would
want me to find out what has
gone wrong,” Lawrence said.

Lawrence and her family
reside in Blanco and in Austin.
Lawrence’s grandfather, Wairen
Smith, served on the PEC board
from 1946 to 1983 and received

-only reimbursements for

expenses related to attending

“board meetings, she. said.

_The co-op is scheduled to

jhold a general membershlp

meetmg June 16 in Johnson

'City
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