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ABOUT TCCRI TASK FORCES 

 
The Texas Conservative Coalition Research Institute's Task Forces are the backbone of the 

Institute's research and education efforts. Based on the conservative principles of limited 

ƎƻǾŜǊƴƳŜƴǘΣ ƛƴŘƛǾƛŘǳŀƭ ƭƛōŜǊǘƛŜǎΣ ŦǊŜŜ ŜƴǘŜǊǇǊƛǎŜΣ ŀƴŘ ǘǊŀŘƛǘƛƻƴŀƭ ǾŀƭǳŜǎΣ ǘƘŜ LƴǎǘƛǘǳǘŜΩǎ ¢ŀǎƪ CƻǊŎŜǎ 

develop legislative leaders and sound public policy ideas by bringing together legislators, experts, 

industry leaders, and stakeholders in a unique forum that fosters discussion and debate among 

public and private sector leaders. This approach has proven to be very successful. 

 

 

THE 2009-10 ENERGY AND ENVIRONMENT TASK FORCE 
 

Chaired by State Senator Troy Fraser (R-Horseshoe Bay) and State Representative Kelly Hancock (R-

North Richland Hills), the TCCRI Energy and Environment Task Force met throughout the 2009-10 

Interim.  The Task Force was convened to address ways in which Texas can meet the energy demands 

of a growing economy and population, while protecting the environment: The debate about how Texas 

meets its growing energy needs is inextricably linked to state environmental policy.  The two objectives-  

more energy and less pollutionς are not necessarily at odds, but environmental groups have made it so.  

The Energy and Environment Task Force discussed policies that are pro-growth and pro-environment, 

while examining ǘƘŜ ǇǊƻǇŜǊ ǊƻƭŜ ƻŦ ǘƘŜ ǎǘŀǘŜ ƛƴ ¢ŜȄŀǎΩ ŜƴŜǊƎȅ ƳŀǊƪŜǘǎ ǘƻ ŘŜǘŜǊƳƛƴŜ ǿƻǊƪŀōƭŜΣ ŦǊŜŜ 

market solutions for meeting the energy needs of a growing state while protecting the environment. 
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Executive Summary 

Texas requires a consistent and committed statewide approach to energy policy that continues to promote 

environmental protection and economic growth, with the priority being growth.  The key elements of this 

policy should be expanding the competitive market for electricity; generating energy from a diverse 

portfolio; continuing to develop necessary transmission infrastructure; ǳǘƛƭƛȊƛƴƎ ¢ŜȄŀǎΩ ƴŀǘǳǊŀƭ ǊŜǎƻǳǊŎŜǎ ǘƻ 

ŦǳŜƭ ǘƘŜ ǎǘŀǘŜΩǎ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘΤ ŀƴŘ ŎƻƴǘŜǎǘƛƴƎ ǘƘŜ ŦŜŘŜǊŀƭ ƎƻǾŜǊƴƳŜƴǘΩǎ ƛƴŎǊŜŀǎƛƴƎ attempts to 

overregulate the Texas energy sector.    

There are also important questions regarding tax policy that impact the energy sector; those are discussed in 

the final report of the TCCRI Workforce and Economic Development Task Force (see: 

http://www.txccri.org/TCCRI_Econ_Workforce_Dev_and_Transportation_Task_Force_Report.pdf ) 

Contesting Federal overregulation will be an uphill battle, as many members of Congress and the Obama 

Administration are promoting policies and promulgating regulations that centralize power in Washingtonτ 

an approach that leads to the high prices and energy shortages.  Texans should demand an energy policy 

that permits the private sector to fully utilize the stateΩǎ abundant natural resources, respects the 

ŜƴǾƛǊƻƴƳŜƴǘΣ ŀƴŘ ŀŎŎƻƳƳƻŘŀǘŜǎ ǘƘŜ ǎǘŀǘŜΩǎ ƎǊƻǿƛƴƎ ŜŎƻƴƻƳȅ ŀƴŘ ǇƻǇǳƭŀǘƛƻƴΦ   

http://www.txccri.org/TCCRI_Econ_Workforce_Dev_and_Transportation_Task_Force_Report.pdf
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1. Overview 

Texas has prospered in recent years as its population and economy have grown. Over the past decade, the 

Texas economy grew at 39 percent, compared to the U.S. economy as a whole at 28 percent.i  Employment 

also grew in Texas by 25 percent compared to the U.S. growth of 14 percent.ii  The renewed vitality of the 

Texas energy sector, as well as a reliable and affordable supply of electricity, are crƛǘƛŎŀƭ ŘǊƛǾŜǊǎ ƻŦ ¢ŜȄŀǎΩ 

economic success.  In recent years, energy production and energy-intensive industries provided 14 percent 

of the Texas GSP.iii In 2007, the oil and gas industry supported 1.8 million jobs in Texas.iv  New technology 

and discoveries will enhance the potential for energy development and production within Texas.   

!ǎ ōƻǘƘ ǘƘŜ ¢ŜȄŀǎ ǇƻǇǳƭŀǘƛƻƴ ŀƴŘ ŜŎƻƴƻƳȅ ƎǊƻǿΣ ǎƻ ǿƛƭƭ ǘƘŜ ǎǘŀǘŜΩǎ ƴŜŜŘ ŦƻǊ ŜƴŜǊƎȅΦ  ¢Ƙƛǎ ƴŜŜŘ Ƴǳǎǘ ōŜ ƳŜǘ 

by developing multiple energy sources and continuing to expand transmission capacity.  In addition, energy 

conservation and efficiency will help alleviate environmental impacts. 

  

¢ƘŜ ŘŜōŀǘŜ ŀōƻǳǘ Ƙƻǿ ¢ŜȄŀǎ Ƴǳǎǘ ƳŜŜǘ ƛǘǎ ƎǊƻǿƛƴƎ ŜƴŜǊƎȅ ƴŜŜŘǎ ƛǎ ƛƴŜȄǘǊƛŎŀōƭȅ ƭƛƴƪŜŘ ǘƻ ǘƘŜ ǎǘŀǘŜΩǎ 

environmental policy.  The dual objectives of lawmakers must be to facilitate economic growth while also 

protecting the environment.  These two objectives are not necessarily at odds, but environmental groups 

have made them appear to be in conflict.  Global warming (now άclimate changeέ for its enthusiasts), for 

example, is speculated to be caused by human activity, such as greenhouse gas emissions.  Global warming 

has been used as a justification for stopping new power projects and industrial development despite the fact 

that significant greenhouse gases emanate from many other sources.  To date, environmental opposition 

has stood in the way of new coal and nuclear power plants, refineries, electric transmission lines, and 

pipeline projects.  The result of this opposition is that energy is available to consumers less quickly and at a 

higher cost than it would otherwise be.   

 

tŜǊƘŀǇǎ ǘƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ƻōǎǘŀŎƭŜ ǘƻ ¢ŜȄŀǎΩ ŜŦŦƻǊǘǎ ǘƻ ŦƻǊƳǳƭŀǘŜ ŀ ǎǘŀōƭŜ ŀƴŘ ǇǊƻŘǳŎǘƛǾŜ ŜƴŜǊƎȅ policy is 

the increasing reach of the federal government, especially the Environmental Protection Agency (EPA).  

Several incidents over the last few years have only heightened the debate about the proper roles of both the 

state and federal government in regulating energy development and its environmental impact.  In January 

2008, 16 states sued the Environmental Protection Agency (EPA) after it refused to allow California to set 

emission standards that the state argued were stricter than those promulgated by the agency.v       

 

In 2010, the U.S. House of Representatives passed legislation regulating greenhouse gas emissions (so-called 

άŎŀǇ ŀƴŘ ǘǊŀŘŜέύΣ ōǳǘ ǘƘŜ ōƛƭƭ ŘƛŜŘ ƛƴ ǘƘŜ {ŜƴŀǘŜΦvi  However, in December of that year the EPA announced 

that it had determined that greenhouse gases were a public danger (which followed a similar proposed 

finding in 2009).vii  ¢Ƙƛǎ ŦƛƴŘƛƴƎ ǇŀǾŜǎ ǘƘŜ ǿŀȅ ŦƻǊ 9t! ǊŜƎǳƭŀǘƛƻƴǎ ƻƴ ƎǊŜŜƴƘƻǳǎŜ ƎŀǎŜǎ ŘŜǎǇƛǘŜ /ƻƴƎǊŜǎǎΩǎ 

failure to enact legislation on the issue.   

Most importantly from the perspective of Texas, the EPA on June 30, 2010, issued final disapproval of the 

ǎǘŀǘŜΩǎ ŦƭŜȄƛōƭŜ ǇŜǊƳƛǘ Ǉƭŀƴ όCttύ ƻƴ ǘƘŜ ƎǊƻǳƴŘ ǘƘŀǘ ƛǘ ǾƛƻƭŀǘŜŘ ǘƘŜ ŦŜŘŜǊŀƭ /ƭŜŀƴ !ƛǊ !ŎǘΦviii  This 

ŀƴƴƻǳƴŎŜƳŜƴǘ ǿŀǎ ǘƘŜ ŎǳƭƳƛƴŀǘƛƻƴ ƻŦ ǎŜǾŜǊŀƭ ȅŜŀǊǎ ƻŦ ǘƘŜ 9t!Ωǎ ƛƴŎǊŜŀǎƛƴƎ ǎŎǊǳǘƛƴȅ ƻŦ ǘƘŜ Ctt ǇǊƻƎǊŀƳΦ   !ǎ 

discussed later in this report, the FPP program allowed companies to measure pollution on an aggregate, 

facility-wide basis rather than measuring pollution from individual pieces of equipment.  Despite the strong 

improvements Texas has made to its air quality over the life of the FPP program, the EPA disallowed it.  As a 
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ǊŜǎǳƭǘ ƻŦ ǘƘŜ 9t!Ωǎ ŀŎǘƛƻƴǎΣ ǳƴŎŜǊǘŀƛƴǘȅ ŜȄƛǎǘǎ ƻǾŜǊ ǘƘŜ ǇŜǊƳƛǘǘƛƴƎ ǇǊƻŎŜǎǎ ƛƴ ¢ŜȄŀǎΣ ǿƘƛŎƘ ƛƴ ǘǳǊƴǎ ŀŦŦŜŎǘǎ 

business planning and deters investment.      

Going forward, it is critical for Texas legislators to accomplish four goals.  First, to encourage low prices in an 

efficient market, the competitive market for retailers and consumers must be expanded.  Second, the state 

must satisfy its growing need for energy by taking full advantage of the diversity of generation sources it has 

and by promoting energy conservation.  Third, the state must improve its energy transmission infrastructure 

to ensure that providers can deliver energy to consumers.  Finally, legislators must take what steps they can 

to address the problem of excessive regulation of the energy industry by an increasingly aggressive EPA. 
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2. Expanding the Competitive Market 

In 1999, Texas introduced competition to its retail electric market through passage of Senate Bill 7 (76R).  

The reforms opened some of the Electric Reliability Council of Texas (ERCOT) service areaix up to 

competition.  As the graphic below shows, the statŜΩǎ ƭŀǊƎŜǎǘ ǳǊōŀƴ ŀǊŜŀǎτ Dallas-Fort Worth and 

Houstonτ were included in the competitive market, yet many other urban and rural areas were left out.  

Most significantly, the Austin-Round Rock metro area and San Antonio were excluded: 

 

 

 

 

 

 

 

 

 

 

 

 

 

In the areas of the state that were exempted from competition, electricity is typically provided to retail 

customers by a municipally-owned utility or by an electric co-operative. 

 

¢ŜȄŀǎΩ 9ȄǇŜǊƛŜƴŎŜ ǿƛǘƘ /ƻƳǇŜǘƛǘƛƻƴ 

The benefits of competition are illustrated by a comparison of electric prices available in competitive areas 

of the state and electric rates available in other states across the country.   

As the chart on the following page shows, residential retail electric prices available in Texas are far below 

the national average.  In particular offers or competitive prices available in Dallas-Fort Worth, Lewisville, 

Abilene, Houston, and Corpus Christi are among the lowest in the entire nation: 
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Source: Public Utility Commission and Association of Electric Companies of Texas 

While lower fuel costs ς and natural gas prices in particular ς have helped to reduce electric generating 

costs, the competitive market provides an added incentive for retail electric providers (REPs) in Texas to 

offer low, attractive prices to their customers.  REPs must continually respond to market pressures as they 

work to attract and retain customers, and to remain profitableΦ aƻǎǘ ƛƳǇƻǊǘŀƴǘƭȅΣ ŎǳǎǘƻƳŜǊǎ ƛƴ ¢ŜȄŀǎΩ 

competitive areas have the power of choice ς they have numerous options available to them to select an 

electric plan and rates that best fit their needs.  

Indeed, a glance at the last electric prices available under electric regulation and the most recent prices 

available in competitive areas of the state further underscore the point that most electric consumers are 

better-off under the competitive model.  The following tablex compares regulated and competitive prices 

between December 2001 and December 2010.   
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COMPETITIVE VERSUS REGULATED PRICES 2001 & 2010 

 

As the table shows, in every service area the lowest available competitive price is lower than the last 

regulated price.  Remarkably, this is true even before adjusting for inflation.   

As a result, ¢ŜȄŀǎ ŎƻƴǎǳƳŜǊǎ ǎǳǇǇƻǊǘ ǘƘŜ ŎƻƳǇŜǘƛǘƛǾŜ ŜƭŜŎǘǊƛŎ ƳŀǊƪŜǘΦ  !ŎŎƻǊŘƛƴƎ ǘƻ ŀ нллу ǇƻƭƭΣ άōy a very 

wide 78 percent to 14 percent margin, Texans favor the current competitive structure of the Texas 

electricity marketΦέxi  Significantly, customers who currently choose their electric provider in the competitive 

market demonstrate even higher levels of support for competition:  

SUPPORT FOR THE COMPETITIVE ELECTRIC MARKET BY CURRENT ELECTRIC PROVIDER: 

Current Electric Provider 
Support for the 

Competitive Market 

Competitive market 84 percent 

Electric Co-op 78 percent 

City-owned utility 73 percent 

All 78 percent 
Source: Survey of Registered Texas Voters, September 9 ς October 7, 2008; Baselice & Associates.

xii
 

 

Largely unregulated retail rates have allowed a competitive market to develop in which consumers can 

choose their electric provider based on price, and the prices presented to consumers actually reflect the 

cost of producing the electricity.  In addition, in the competitive market, consumers can also weigh other 

factors when choosing their provider, such as service quality, reliability, and even the fuel mix used to 

generate the electricity they purchase.  The result is a robust market that attracts investment in all segments 

ƻŦ ǘƘŜ ǎǘŀǘŜΩǎ ŜƭŜŎǘǊƛŎ ƳŀǊƪŜǘΦ 

This point is underscored by the Energy Retailer Research ConsortiumΩǎ Annual Baseline Assessment of 

Choice in Canada and the United States.   ¢ƘŜ ǊŜǇƻǊǘ Ǌŀƴƪǎ ¢ŜȄŀǎΩ ǊŜǘŀƛƭ ƳŀǊƪŜǘ όŀƴŘ ǘƘŜ ŎƻƳƳŜǊŎƛŀƭ ƳŀǊƪŜǘ) 
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as the number one market in North America, ahead of all other states and Canadian provinces; indeed, only 

¢ŜȄŀǎ ŀƴŘ bŜǿ ¸ƻǊƪ ŀǊŜ ǊŀǘŜŘ ŀǎ ƘŀǾƛƴƎ ƳŀŘŜ άŜȄŎŜƭƭŜƴǘέ ǇǊƻƎǊŜǎǎ ǘƻǿŀǊŘ ŎƻƳǇŜǘƛǘƛƻƴ όǎŜŜ ƎǊŀǇƘƛŎύΦxiii   

The report points out that 

Texas has the largest 

number of retailers offering 

electric service, with 60 

retailers making offers to 

commercial and industrial 

customers-- 20 more than 

New York and 48 more than 

California. 

The report also notes that 

Texas has the highest 

number of electric retailers 

making offers to residential 

customers -- three more 

than New York, the next 

most populous state.  

According to the report, άпт ǇŜǊŎŜƴǘ ƻŦ ŜƭƛƎƛōƭŜ ǊŜǎƛŘŜƴǘƛŀƭ ŎǳǎǘƻƳŜǊǎ ǊŜŎŜƛǾŜ ǎŜǊǾƛŎŜ ŦǊƻƳ ƴƻƴπƛƴŎǳƳōŜƴǘ 

Retail Electric Providers. Those who remain with the incumbent Χ [have] made an observable choice 

όŜƭŜŎǘƛƴƎ ǎŜǊǾƛŎŜ ǿƛǘƘ ŀ ǎǇŜŎƛŦƛŎ ǘŜǊƳύΦέxiv   

In short, competition works.  ¢ŜȄŀǎΩ ŎƻƳǇŜǘƛǘƛǾŜ ŜƭŜŎǘǊƛŎ ƳŀǊƪŜǘ Ƙŀǎ ŘŜƭƛǾŜǊŜŘ ǎǳōǎǘŀƴǘƛŀƭ ōŜƴŜŦƛǘǎ ǘƻ 

consumers and businesses.  In most parts of the state, as of April 2009, the lowest competitive retail electric 

prices were lower than the last regulated prices available; this is despite upward pressure on prices due to 

inflation and the cost of generation fuels and new infrastructure.  Current prices are lower than the national 

ŀǾŜǊŀƎŜΣ ŀƴŘ ŎǳǎǘƻƳŜǊǎ ƘŀǾŜ ǘƘŜ ŀōƛƭƛǘȅ ǘƻ ƭƻŎƪ ǘƘŜǎŜ ǇǊƛŎŜǎ ƛƴ ƻƴ ŀƴ ŀƴƴǳŀƭ ōŀǎƛǎΦ  /ǳǎǘƻƳŜǊǎ ƛƴ ¢ŜȄŀǎΩ 

competitive market can choose from numerous retail products offered by a broad spectrum of providers, 

including numerous options for contract terms and renewable content which can all be viewed at 

www.powertochoose.com.  Integrated utilities, co-ops or municipalities do not offer this range of choice to 

their customers.   

Texas should retain and strengthen its competitive market by opening non-competitive areas of the state to 

competition, particularly major urban areas.  The Austin and San Antonio metro areas, for example, which 

have a combined population of 3.6 million, are currently exempted from competition and operate municipal 

monopolies.  Similarly, legislation that imposes price controls or that seeks to dilute the choice that is 

currently offered to consumers must be rejected.  The competitive market plays a vital role balancing supply 

and demand and setting fair prices; without that ōŀƭŀƴŎƛƴƎ ǊƻƭŜΣ ǘƘŜ ŎǳǊǊŜƴǘ ǎǘǊŜƴƎǘƘǎ ƻŦ ¢ŜȄŀǎΩ ŜƭŜŎǘǊƛŎ 

industry will be jeopardized. 

 

Recommendation: Expand retail electric competition to Austin and San Antonio, which are currently 

exempted. 

ABACCUS Assessment of Retail Electric Markets by State 
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3. Diversifying and Expanding Generation Capacity 

¢ŜȄŀǎΩ ŘŜmand for electricity is projected to grow significantly over the next two decades. To satisfy this 

ŘŜƳŀƴŘΣ ǘƘŜ ǎǘŀǘŜΩǎ ŜƭŜŎǘǊƛŎ ƎŜƴŜǊŀǘƛƴƎ ŎŀǇŀŎƛǘȅ Ƴǳǎǘ ōŜ ŜȄǇŀƴŘŜŘ ŀƴŘ ŘƛǾŜǊǎƛŦƛŜŘ without prohibiting or 

mandating the use of specific natural resources. 

In projecting future electricity demand, ERCOT calculates estimated peak demand and adds a 13.75 percent 

reserve margin to reflect a reasonable level of generation capacity that the state needs to maintain a 

reliable electric generation and transmission system.xv  In November 2010, the ERCOT Board increased the 

ǊŜǎŜǊǾŜ ƳŀǊƎƛƴ ŦǊƻƳ мнΦр ǇŜǊŎŜƴǘ ǘƻ моΦтр ǇŜǊŎŜƴǘ ƛƴ ƻǊŘŜǊ ǘƻ ǊŜŦƭŜŎǘ άthe impact of system volatility on 

reserve levels and reliabilityΦέxvi   

 

!ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜǎŜ ǇǊƻƧŜŎǘƛƻƴǎΣ 9w/h¢Ωǎ ŀƴǘƛŎƛǇŀǘŜŘ ǇŜŀƪ ǎǳƳmer demand in 2016 will be approximately 

69,477 megawatts, while total generating capacity will be 78,905, thus providing a 13.57 percent reserve 

margin (less than the 13.75 percent minimum).  The 13.75 percent reserve margin is also projected not to be 

met in 2013.  ¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǘŀōƭŜ ǎƘƻǿǎ 9w/h¢Ωǎ ǇǊƻƧŜŎǘƛƻƴǎ ƻŦ ǇŜŀƪ ǎǳƳƳŜǊ ŘŜƳŀƴŘ ŀƴŘ ǘƻǘŀƭ Ǝeneration 

resources between 2011 and 2016: 

 

CAPACITY, DEMAND, AND RESERVES IN THE ERCOT REGION, 2011 ς 2016 

 2011 2012 2013 2014 2015 2016 

Firm Load Forecast (MW) 63,532 64,947 66,514 67,655 68,672 69,477 

Total Resources (MW) 73,973 75,195 75,252 77,449 78,245 78,905 

Reserve Margin  

(Minimum 13.75% required) 15.94% 15.78% 13.14% 14.48% 13.94% 13.57% 

Source: ERCOT άReport on the Capacity, Demand, and Reserves in the ERCOT Region, December 2010.έ 

 

By 2028, required generation capacity (including a 13.75 percent reserve margin) will grow to more than 

106,000 megawatts.xvii  In short, Texas needs to increase its electric generation capacity by approximately 40 

percent between 2011 and 2028.  If capacity is not expanded and the growth of demand not lessened 

through greater efficiency, the increasing demand for electricity will drive rates higher and could put the 

reliability of the grid in jeopardy.   

CƻǊǘǳƴŀǘŜƭȅΣ ¢ŜȄŀǎΩ Ŏǳrrent energy portfolio is diverse and many sources of generation have the potential to 

play key roles in meeting future state energy demands as long as Texas maintains an open marketplace and 

sound regulatory policies.  These sources of generation are discussed below. 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ŎƘŀǊǘǎ ƛƭƭǳǎǘǊŀǘŜ ōƻǘƘ ¢ŜȄŀǎΩ ŎǳǊǊŜƴǘ ƛƴǎǘŀƭƭŜŘ ƎŜƴŜǊŀǘƛƻƴ ŎŀǇŀŎƛǘȅ ōȅ ƎŜƴŜǊŀǘƛƻƴ ǘȅǇŜ ŀƴŘ ǘƘŜ 

source of all energy produced in 2009. 
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ELECTRIC GENERATION CAPACITY: INSTALLED AND UTILIZED (2010) 

               

 

 

 

 

 

 

Source: Electric Reliability Council of Texas 

Coal 

Pulverized coal plants currently have the lowest overall cost for generation of any non-renewable fuel unit.  

Coal is also a readily available domestic fuel that utilizes well-established technology and can reliably 

produce power continually.  Aside from the moderately high cost of constructing coal plants, environmental 

concerns are the largest barrier to new coal plants.  The development of clean coal and coal gasification 

technology may address concerns over air emissions and make development of new coal plants less 

controversial. 

The state should encourage the development of Integrated Gasification Combined Cycle (IGCC) clean coal 

power plants.  These plantsτwhich are an emerging technologyτ convert coal to gas and can capture the 

bulk of the carbon dioxide emissions they produce.  Odessa, Texas is currently the planned site for a state-

of-the-art IGCC power plant.xviii  Texas can expect the development of more of these promising plants in the 

near future.     

 

Natural Gas 

Combined cycle natural gas plants have many benefits, including low air emissions, well established 

technology, reliability, and the flexibility to respond quickly to changes in demand.  Natural gas will continue 

to play a central role in meeting expected future demand.  Natural gas can also be efficiently used as a fuel 

for petrochemical facilities or for fleets of vehicles. 

Coal and natural gas are both well-established fuel sources, for which regulatory certainty is most important.  

The existing permitting process, which focuses primarily on regulating emissions, should not be altered.   

¢ƘŜ DƻǾŜǊƴƻǊΩǎ /ƻƳǇŜǘƛǘƛǾŜƴŜǎǎ /ƻǳƴŎƛƭ Ƙŀǎ ǊŜŎƻƳƳŜƴŘŜŘ ǘƘŀǘΥ 

Texas should not institute any new power plant permitting processes, as this would insert 

costly delay, ŜǊŜŎǘ ōŀǊǊƛŜǊǎ ǘƻ ŜƴǘǊȅΣ ŀƴŘ ŜƭƛƳƛƴŀǘŜ ǘƘŜ ŀōƛƭƛǘȅ ŦƻǊ ¢ŜȄŀǎΩ ŎƻƳǇŜǘƛǘƛǾŜ 



 

 

19 

 

marketplace to respond quickly to changing market signals. Legal and regulatory certainty is 

critical for the competitive marketplace to function. Numerous states have lengthy and 

costly permitting processes for wind, and gas- and coal-fired generation; Texas has avoided 

this by permitting only emission and water aspects of generation plants.xix 

Regulatory certainty is important for the production of established fuel sources like coal and natural gas.  

Any changes to the current permitting process (other than fast-tracking applications) will reduce regulatory 

certainty, increasing the time and cost required to construct a new generation facility, and will ultimately 

make Texas less able to meet future demand for electricity. 

Recommendation: Retain regulatory certainty for coal-fired and natural gas power plants so that these 

ǘǿƻ ŦǳŜƭ ǎƻǳǊŎŜǎ Ŏŀƴ ŎƻƴǘƛƴǳŜ ǘƻ Ǉƭŀȅ ŀ ŎŜƴǘǊŀƭ ǊƻƭŜ ƛƴ ¢ŜȄŀǎΩ ŜƴŜǊƎȅ ǇƻǊǘŦƻƭƛƻΦ 

 

Nuclear 

Nuclear power has lower fuel costs than both coal and natural gas and also benefits from a large domestic 

fuel base.  Nuclear power has a safe and reliable operating record over the last 25 years, and also has zero 

air emissions. However, nuclear plants cost more to construct than either gas or coal plants.  In addition, 

permitting and construction timescales for nuclear plants are much longer than gas or coal, meaning that 

completion of a new nuclear plant in Texas is probably at least a decade away.  Moreover, waste disposal 

remains a central concern with the large-scale use of nuclear power. 

The scale of nuclear power is large enough to make a sizable contribution toward meeting forecasted 

demand for electric and thermal power over the coming decades, both in Texas and the nation as a whole.  

The federal government, however, holds the key to new nuclear generation, and the cost and magnitude of 

new nuclear projects and technologies are driven in large part by federal requirements. A Heritage 

Foundation report offers a glimpse into the complexity of federal regulation of nuclear energy: 

In June 2006, the NRC [the Nuclear Regulatory Commission] listed over 80 sources of regulation, 

including over 1,300 pages of laws, treaties, statutes, authorizations, executive orders, and other 

documents. In addition to obvious legislative efforts, such as the Atomic Energy Act of 1954 and the 

Energy Reorganization Act of 1974, nuclear activities in the United States must comply with the 

Inspector General Act, the Clean Air Act of 1977, the Federal Water Pollution Control Act of 1972, 

and the National Environmental Policy Act of 1969, to name a few of the other applicable laws.xx 

In addition to complying with a massive regulatory scheme, developing nuclear power also requires a skilled 

workforce and sufficient manufacturing supply chain. 

Key drawbacks to nuclear projects are the long licensing and construction schedules and high capacity costs.  

Investing in these projects is therefore inherently riskier for investors than most other established methods 

of generating electricity, and this preference for shorter projects has tended to result in an under-

investment in new nuclear capacity. 

States should also encourage the federal government to remove or financially offset the regulatory 

uncertainties that plague the nuclear industry, and to support investment in capital-intensive solutions that 

may require years of construction. 
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Recommendation: Ensure that Texas is positioned to develop its nuclear generation capacity whenever 

and wherever federal regulations permit.   
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Wind 

Wind power has three main advantages over traditional, non-renewable resources: Wind energy has zero air 

emissions, requires no water to produce energy, and has no fuel cost price (wind is free).  Operating costs 

are also relatively stable, which means that the most significant costs arise in constructing and maintaining 

transmission lines from wind farm locations to the urban areas of the state where power is most needed.  

The primary disadvantage is that wind energy is intermittent in nature, with no inexpensive, large-scale 

energy storage available in the near term.  Diversification of generation resources beyond wind thus is 

necessary to ensure power availability at all times. 

In July 2007, the PUC designated eight areas of the state as Competitive Renewable Energy Zones (CREZ).  

The zones are located in three broad geographical areasτthe first is in West Texas around McCamey in 

Upton County, the second comprises areas around Abilene and Sweetwater, and the third is located in the 

Panhandle.  The purpose of the designation was to ensure that the areas of the state where wind energy is 

most feasibly produced are adequately connected via transmission lines to the areas where the energy will 

be used. 

The establishment of the CREZ allowed Texas to continue to grow its wind generation capacity with the 

knowledge that the power generated by future wind farms will have the necessary transmission 

infrastructure to direct it to where it is needed.  According to the PUC, as a result of CREZ, wind power 

projects in Texas could account for 18,000 megawatts of total capacity in ERCOT.xxi  

In July 2008, the PUC approved one of five CREZ proposals, paving the way for almost $5 billion of 

investment in transmission lines to connect wind farms in the PanhŀƴŘƭŜ ŀƴŘ ²Ŝǎǘ ¢ŜȄŀǎ ǘƻ ǘƘŜ ǎǘŀǘŜΩǎ 

rapidly growing urban areas.xxii  As a result of legislative policies and a favorable regulatory climate, Texas 

has rapidly developed its wind generation capacity to more than 8,000 megawatts.   

In 2001, the Legislature added Chapter 313 to the Texas Tax Code (the Texas Economic Development Act), 

which allows certain companies to enter into agreements with local districts that result in lowered property 

taxes on business investments.  The statute was enacted to encourage local economic development, capital 

investment, and job creation.  The importance of job creation was emphasized by the Legislature, as the 

following excerpt makes clear:   

It is the intent of the legislature in enacting this chapter that . . .  

(3) in implementing this chapter, school districts should: . . .  

(A) strictly interpret the criteria and selection guidelines provided by this chapter; and  

(B) approve only those applications for an ad valorem tax benefit or financial benefit provided by 

this chapter that: 

(i) enhance the local community;  

(ii) improve the local public education system;  

(iii) create high-paying jobs; and  

(iv) advance the economic development goals of this state as identified by the Texas 

Strategic Economic Development Planning Commission.   
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All of the above provisions were included in the Texas Economic Development Act when it was enacted in 

2001 as HB 1200 (77R), and are still in the statute (Sec. 313.004).   

Although it has encouraged substantial capital investment in wind energy development which has been 

generally positive for the state, the Chapter 313 tax incentive for wind projects should be reduced.  The 

state currently faces a substantial budget shortfall for the 2012-2013 biennium.  As a result, the state must 

examine all subsidies and scale back those whose economic benefits are low compared to what they cost 

the state in terms of foregone tax revenue.  There are presently two key problems with the Chapter 313 

wind subsidy, each of which is discussed below.     

First, wind projects have had relatively weak job creation compared to other Chapter 313 projects, and this 

weak job creation is not expected to significantly change given the nature of those projects.  The 

Comptroller reports (all of the following numbers are through 2009) that there are 98 active projects in the 

Chapter 313 program.xxiii   Of these, 63 are wind projects.  The wind projects have created 572 jobs, while 

they are projected to receive over $712 million in tax benefits over the course of the agreements.  Thus, if 

the number of wind project jobs remains constant, each of those jobs will cost the state over $1.2 million in 

foregone revenue.1  In contrast, the figures for manufacturing and research and development projects in the 

Chapter 313 program are approximately $230,000 and $44,000, respectively.   For reference, according to 

varying figures used by the Obama Administration, the federal stimulus program of $787 billion created or 

saved 640,000 or 2 million jobs (over $1.2 million per job or over $393,000 per job, respectively), or 

alternatively, will eventually save or create up to 3.5 million jobs (over $224,000 per job).  Paying over $1.2 

million for each wind job created (average salary of approximately $50,300) is difficult to defend, especially 

given the budget shortfall for the upcoming biennium.      

Moreover, a ratio of tax benefit to average salary of 23:1 must prompt this assessment: average salary and 

numbers of jobs are perhaps the best criteria by which economic development can be judged.  At what point 

is the investment not worth the cost?  This was (and remains) the central problem of ARRA (President 

hōŀƳŀΩǎ ǎǘƛƳǳƭǳǎ ǇŀŎƪŀƎŜύΦ  9ǾŜƴ ŀŎŎŜǇǘƛƴƎ ǘƘŜ ƘƛƎƘ-end estimate of jobs saved or created, would the 

economy generally and taxpayers specifically been better served by direct cash payments rather than 

through the selective economic development efforts of the federal government?   For the cost of ARRA, the 

federal government could have written nearly 78 million adults a check for $10,000 each which may have 

had a more stimulative impact in the aggregate than government efforts to hire and retain workers, 

particularly in the public sector.   

In 2007 Chapter 313 was amended [HB 1470 (80R)] to allow companies to request a waiver of the job 

creation requirement.  Unfortunately, this amendment has had the effect of drastically de-emphasizing the 

importance of job creation, especially among wind projects.  Since the enactment of HB 1470 (80R), 59 of 82 

(72%) proposed wind projects have requested a waiver of the job creation requirement.  This compares to 4 

job creation waivers for 18 non-wind projects (22%) over the same time period.  The relatively high cost of 

ǿƛƴŘ ǇǊƻƧŜŎǘǎ ƛǎ ǎǳƳƳŀǊƛȊŜŘ ōȅ ǘƘŜ /ƻƳǇǘǊƻƭƭŜǊΥ ά²ƛƴŘ ŦŀǊƳǎ ŀǊŜ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ нт ǇŜǊŎŜƴǘ ƻŦ ǘƻǘŀƭ Ŏapital 

ƛƴǾŜǎǘƳŜƴǘΣ ŀƴŘ тΦн ǇŜǊŎŜƴǘ ƻŦ Ƨƻōǎ ŎƻƳƳƛǘƳŜƴǘǎΣ ōǳǘ ƘŀǾŜ ǊŜŎŜƛǾŜŘ от ǇŜǊŎŜƴǘ ƻŦ ǘƘŜ ǘŀȄ ōŜƴŜŦƛǘΦέxxiv 

                                                
1
 Even if projected supplemental and revenue protection payments made by companies to local districts are subtracted 

from the tax subsidies, the respective figures (i.e., tax benefit per job created over lifetime of agreement) for wind, 
manufacturing, and R&D are: $755,187; $183,454; and $36,463.    



 

 

23 

 

¢ƘŜ ǎŜŎƻƴŘ ƪŜȅ ǇǊƻōƭŜƳ ǿƛǘƘ ǘƘŜ ŎǳǊǊŜƴǘ ǿƛƴŘ ǎǳōǎƛŘȅ ƛǎ ǘƘŜ ōǳǊŘŜƴ ǘƘŀǘ άǎǳǇǇƭŜƳŜƴǘŀƭ ǇŀȅƳŜƴǘǎέ ǇƭŀŎŜ 

ƻƴ ǘƘŜ ǎǘŀǘŜΩǎ ŦƛƴŀƴŎŜǎΦ  ²ƘŜƴ ŎƻƳǇŀƴƛŜǎ ŜƴǘŜǊ into Chapter 313 agreements with local districts, they often 

promise to pay the district a certain amount of money over the life of the agreement; essentially, these 

companies return a part of the subsidy they receive.  While local districts benefit from this arrangement, 

ǘƘŜǎŜ ǇŀȅƳŜƴǘǎ ŀǊŜ ƴƻǘ ŎƻƴǎƛŘŜǊŜŘ ǳƴŘŜǊ ǘƘŜ ǎǘŀǘŜΩǎ ŦǳƴŘƛƴƎ ŦƻǊƳǳƭŀ ŦƻǊ ǎŎƘƻƻƭǎΦ  ¢ƘǳǎΣ ŀ ŘƛǎǘǊƛŎǘ ǘƘŀǘ 

experiences a property tax shortfall as a result of granting property tax exemptions to Chapter 313 projects 

can have that shortfall made up for by the state.  As the Comptroller states: 

Most revenue losses for districts entering into Chapter 313 agreements are offset through the state 

school finance system. . . .  Supplemental payments are paid outside the school funding formula, 

and incentivize the districts to enter into agreements that may not be beneficial to the state.xxv      

Notably, the Comptroller reports that the supplemental payments wind projects pay to school districts (as a 

cost of obtaining the Chapter 313 tax benefits) are approximately twice that of manufacturing projects, 

suggesting that there is a pronounced over-incentive for wind projects under Chapter 313.  The Comptroller 

recommended that waivers of the job creation requirement be eliminated and that the Chapter 313 

program be evaluated and restructured to support the original legislative focus on jobs.  In addition, the 

Legislative Budget Board noted the job creation weakness of wind projects and recommended that the Tax 

Code be amended to address wind projects separately from other Chapter 313 programs.xxvi 

Because of the problems mentioned above, it is fitting that the current incentive for wind projects be 

targeted for reduction.  However, given that wind projects have generated positive results- such as $7 billion 

of capital investment in Texas- the tax benefits under Chapter 313 should be reduced rather than 

eliminated.  Tax incentives for all future wind projects under Chapter 313 should be reduced by 50 percent.  

Existing agreements would not be affected by this change.       

 

Recommendation: Reduce the Chapter 313 tax benefits for wind projects to 50 percent of the current 

amount.    

 

Biomass 

Biomass generation capacity is a much smaller proportion of the total generation capacity compared to fuel 

sources such as coal and natural gas.  Only 67 megawatts of biomass capacity have been installed since the 

passage of Senate Bill 7 in 1999.  In the same time frame, an incentive program implemented in Germany 

has spurred biomass energy production from less than 100 megawatts to over 1270 megawatts by the end 

of 2007.xxvii  Developing the biomass to energy industry in Texas may require state action.  For example, 

legislators may wish to increase the importance of biomass under the Renewable Portfolio Standard, a state 

program encouraging development of certain alternative energy sources.xxviii   

Biomass feedstock can range from energy crops to paper and pulp operations to animal waste. As a leading 

agricultural state with an average of seven million cattle in confined animal feeding operations and a 

multitude of other organic waste, Texas has an abundant source of biomass for conversion to clean energy.   

¢ŜȄŀǎΩ ŀǇǇǊƻŀŎƘ ǘƻ ǇǊƻǘŜŎǘƛƴƎ ǘƘŜ ŜƴǾƛǊƻƴƳŜƴǘ Ƙŀǎ ƴƻǘ ŦƻŎǳǎŜŘ ƻƴ ǇǳƴƛǘƛǾŜ ŀŎǘƛƻƴ ǘƻǿŀǊŘ ƛƴŘǳǎǘǊȅ ōǳǘ ƻƴ 

establishing reasonable goals for renewable energy generation and environmentally-friendly approaches.  
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The development and proper utilization of biomass energy coupled with recently developed technology will 

provide elected officials the opportunity to encourage industry not only to produce energy from a 

homegrown renewable source, but also protect the environment.  

Like wind projects, biomass projects qualify for a tax incentive under Chapter 313, although the start date 

for the biomass incentive was later than that for the wind incentive.  The problem with Chapter 313 projects 

generally ς excessive incentives for projects that create few jobs compared to their cost- is also present with 

biomass projects.  Therefore, Chapter 313 tax incentives for future biomass projects should also be reduced 

by 50 percent of their current amount.   

Recommendation: Review the Renewable Energy Portfolio Standard and assess whether increasing a goal 

for biomass is necessary or feasible. 

Recommendation: Reduce the Chapter 313 tax benefits for future biomass projects to 50% of the current 

amount.    

 

Solar 

Compared to the other generation sources (except biomass), solar energy is in its infancy in Texas.  While 

solar energy has a number of benefits, such as low fuel costs (sunlight is free) and no air emissions, there are 

also many issues that negatively impact the extent to which solar energy can supplant the generation 

capacity that is currently born by more established technologies like coal, natural gas, nuclear, and wind.  

Specifically, according to thŜ ¢ŜȄŀǎ {ǘŀǘŜ 9ƴŜǊƎȅ tƭŀƴΣ άǘƘŜ ŎŀǇƛǘŀƭ ƛƴǾŜǎǘƳŜƴǘ Ŏƻǎǘǎ ƻŦ ǎƻƭŀǊ ŎŜƴǘǊŀƭ ǎǘŀǘƛƻƴ 

generation and photo-ǾƻƭǘŀƛŎ ǇŀƴŜƭǎ ŀǊŜ ŜȄǘǊŜƳŜƭȅ ƘƛƎƘ ŀƴŘ ƎŜƴŜǊŀǘƛƻƴ ƛǎ ƛƴǘŜǊƳƛǘǘŜƴǘΦέxxix 

The same report, however, suggests that there is potential for the eventual development of a solar energy 

ƛƴŘǳǎǘǊȅΥ ά¢ŜȄŀǎ Ƙŀǎ ŀ ǎƻƭŀǊ ƛƴǘŜƴǎƛǘȅ ōŀǎŜ ǘƘŀǘ ƛǎ ŀƳƻƴƎ ǘƘŜ ōŜǎǘ ƛƴ ǘƘŜ ŎƻǳƴǘǊȅΦέ  ¢Ƙƛǎ ǎǳƎƎŜǎǘǎ ǘƘŀǘ ¢ŜȄŀǎ 

has a substantial number of old coal- and oil- fired power plants that could be retrofitted with solar 

technology to create hybrid plants generating energy from solar-heated steam during daylight hours and 

from coal-fired steam during the night.  The report, however, cautions that these technologies: 

ώ5ϐƻ ƴƻǘ ŀǇǇŜŀǊ ǘƻ ŎǳǊǊŜƴǘƭȅ ōŜ ŜŎƻƴƻƳƛŎŀƭƭȅ ǾƛŀōƭŜΧǇǊƻƧŜŎǘǎ ƛƴ ƻǘƘŜǊ ǎǘŀǘŜǎ ǎǳggest the 

capital costs of concentrated solar plants are as high or higher than new nuclear plants, 

while producing much less energy.xxx 

Because of this current lack of economic viability, the state may have a role to play in the development of a 

solar energy industry in Texas, such as through a developer grant program, customer incentive program, or a 

modification to the current Renewable Portfolio Standard.  At a time when retail prices are low, targeted 

support will mitigate future wholesale increases such as those experienced from 2005 to 2008.  

Recommendation: Review the Renewable Energy Portfolio Standard and assess whether increasing the 

goal for solar is appropriate. 
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Energy Conservation 

Finally, while energy conservation is not a source of generation, it essentially has the same effect as 

increased production.  The competitive market is encouraging investment of hundreds of millions of dollars 

in new tools for customers to manage their own electricity usage through innovative energy efficiency and 

conservation approaches.  

hƴŜ ǎǳŎƘ ǘƻƻƭ ƛǎ άǎƳŀǊǘ ƳŜǘŜǊǎΦέ CƻǊ ŜȄŀƳǇƭŜΣ hƴŎƻǊ 9ƭŜŎǘǊƛŎ 5ŜƭƛǾŜǊȅ /ƻΦΣ ŀ 5ŀƭƭŀǎ ǳǘƛƭƛǘȅΣ is investing $360 

million in constructing 3 million smart meters.xxxi  Advanced metering allows consumers to measure their 

energy use over intervals as short as 15 minutes, thereby enabling customers to better understand their 

bills.  With an understanding of the cost of electricity in real time (as opposed to the current standard 

monthly or quarterly billing approach), consumers can modify their electric consumption in a way that 

benefits them.  For example, using less energy during peak hours will reduce billed amounts for participating 

customers, as wells as lowering overall demand in wholesale markets, thus reducing costs for all customers.  

This provides Texas a unique opportunity for consumer education and energy consumption awareness that 

could lead to reduced consumption, thereby lessening energy demand. 

To be effective on a statewide scale, energy conservation requires high levels of participation and genuine 

competition between providers so that consumers have enough information to make knowledgeable 

decisions. 

Recommendation: Continue to support industry-led efforts to improve energy conservation through smart 

meters and other conservation technologies. 
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4. The Role of the State 

4a. wŜǎƛǎǘƛƴƎ ǘƘŜ 9t!Ωǎ hǾŜǊǊŜŀŎƘ   

The U.S. Environmental Protection Agency (EPA) is expanding regulatory jurisdiction over economic activity 

at all levels and overcoming long-upheld state authority at a rapid rate.  With its many energy-intensive 

industries, Texas is disproportionately affected-- and in some cases, even directly targeted-- by EPA actions.  

Texas has resisted the barrage of EPA actions, in part by filing at least eight lawsuits against the agency in 

the last 13 months.xxxii     

hƴŜ ǎǳŎƘ ƭŀǿǎǳƛǘ ƛƴǾƻƭǾŜǎ ǘƘŜ 9t!Ωǎ ŘƛǎŀǇǇǊƻǾŀƭ ƻŦ ǘƘŜ ¢ŜȄŀǎ CttΦ  ¦ƴŘŜǊ ǘƘŜ ŦŜŘŜǊŀƭ /ƭŜŀƴ !ƛǊ !ŎǘΣ ǎǘŀǘŜǎ ŀǊŜ 
ǊŜǉǳƛǊŜŘ ǘƻ ǎǳōƳƛǘ ŀ άǎǘŀǘŜ ƛƳǇƭŀƴǘŀǘƛƻƴέ ό{Ltύ ǘƻ ǘƘŜ 9t! ŦƻǊ ŀǇǇǊƻǾŀƭΦxxxiii   Texas proposed an amended SIP 
to the EPA in 1994 that afforded businesses flexibility in that they could operate their facilities so long as an 
emissions cap for a particular facility was not exceeded, as opposed to setting emission limitations for 
individual pieces of equipment in a facility. 
 
Under the FPP program, Texas, through the Texas Commission on Environmental Quality (TCEQ), has issued 

over 120 permits to businesses.  Over the last few years, however, the EPA has become increasingly hostile 

to the FPP plan.  In 2007, the EPA informed all facilities that were issued a flexible permit that flexible 

permits were pertinent only to Texas state air permit requirements and that facilities were ``obligated to 

comply with the Federal requirements applicable to (their) plant, in addition to any particular requirements 

of (their) flexible permit.''xxxiv 

In 2009, the EPA proposed the disapproval of the Texas flexible permit program as an amendment to the 

original Texas SIP.  It finalized this disapproval of the Texas FPP program in June of 2010.  Now, 16 years 

ŀŦǘŜǊ ǘƘŜ 9t! ǊŜŎŜƛǾŜŘ ¢ŜȄŀǎΩǎ Ctt ŀǇǇƭƛŎŀǘƛƻƴΣ ǘƘŜǎŜ ōǳǎƛƴŜǎǎŜǎ ŀǊŜ ŦŀŎŜŘ ǿƛǘƘ ǳƴŎŜǊǘŀƛƴǘȅ ŀōƻǳǘ ǘƘŜƛǊ ƭŜƎŀƭ 

obligations.  Without this certainty, investing in or expanding a business is increasingly at risk.     

¢ƘŜ 9t!Ωǎ ŎƘŀƭƭŜƴƎŜ ǘƻ ǘƘŜ Ctt ǇǊƻƎǊŀƳ ǎƻ ƭƻƴƎ ŀŦǘŜǊ ¢ŜȄŀǎΩ ŀǇǇƭƛŎŀǘƛƻƴ ŦƻǊ ŀǇǇǊƻǾŀƭ ƛǎ ŜǾŜƴ ƳƻǊŜ ǇŜǊǇƭŜȄƛƴƎ 

ǿƘŜƴ ¢ŜȄŀǎΩ ŘǊŀƳŀǘƛŎ ƛƳǇǊƻǾŜƳŜƴǘǎ ƛƴ ŀƛǊ ǉǳŀƭƛǘȅ ƻǾŜǊ ǘƘŜ ƭƛŦŜ ƻŦ ǘƘŜ Ctt ǇǊƻƎǊŀƳ ŀǊŜ ŎƻƴǎƛŘŜǊŜŘΦ  

aƻǊŜƻǾŜǊΣ ǘƘƻǎŜ ƛƳǇǊƻǾŜƳŜƴǘǎ ƻŎŎǳǊǊŜŘ ǿƘƛƭŜ ǘƘŜ ǎǘŀǘŜΩǎ ŜŎƻƴƻƳȅ ŀƴŘ ǇƻǇǳƭŀǘƛƻƴ ǿŜǊŜ expanding at a 

brisk pace.      

Texas legislators have a strong record of enacting state-level legislation to improve the environment for all 

Texans.  For example, as a result of targets established by the Texas Legislature in 1999 and expanded in 

2005, Texas as of 2009 had well over twice as much wind generation capacity as the second-highest state.xxxv  

The state is internationally recognized as a leader in the development of this renewable resource.  Notably, 

¢ŜȄŀǎΩ ǿƛƴŘ ǇǊƻƎǊŀƳ ǿŀǎ ōƻƭǎǘŜǊŜŘ ōȅ ǘƘŜ wŜƴŜǿŀōle Portfolio program, a state plan to increase 

investments in renewable energy forms.     

Texas is also a national leader in new energy technologies such as enhanced oil recovery, carbon capture 

and sequestration, and the development of a smart grid and advanced metering systems that reduce energy 

inefficiency.   

Texas now ranks as one of the cleanest states in the nation for emissions of key pollutants by electric 

ƎŜƴŜǊŀǘƻǊǎΦ   {ǘŀǘƛǎǘƛŎǎ ŦǊƻƳ ǘƘŜ 9t! ǎƘƻǿ ǘƘŀǘ ¢ŜȄŀǎΩ ŜƭŜŎǘǊicity-generating plants have the eleventh 

cleanest nitrogen oxide emissions rate in the nation.  As illustrated by the following chart, Texas has made 

great improvements in controlling nitrogen oxides and sulfur dioxide emissions.    
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From 2000 to 2009, ozone levels in Texas decreased by 27%, compared to an average reduction of 12% for 

other states.  The progress Texas has made in these areas should be rewarded, not penalized as a result of 

new federal mandates.xxxvi   

The Texas Commission on Environmental Quality (TCEQ) continues negotiating with EPA to resolve this 

dispute and ǇǊƻǇƻǎŜŘ ŀ ǊŜǾƛǎƛƻƴ ǘƻ ǘƘŜ ŎǳǊǊŜƴǘ ŦƭŜȄƛōƭŜ ǇŜǊƳƛǘǎ ƛƴ WǳƴŜ нлмл ǘƻ ŀŘŘǊŜǎǎ ǘƘŜ 9t!Ωǎ ŎƻƴŎŜǊƴǎ 

with the FPP.xxxvii  Even though the comment process for the TCEQΩǎ ǇǊƻǇƻǎŜŘ ŎƘŀƴƎŜǎ ǿŀǎ ƻǇŜƴ ǳƴǘƛƭ 

August 2010, the EPA issued final disapproval of the FPP later that same June.  As a result, the EPA has 

created tremendous uncertainty for businesses in Texas.   

Recommendation: Retain the state air quality permitting authority and resist by legal means ǘƘŜ 9t!Ωǎ 

elimination of the permit program. 

 

The regulation of carbon emissions by the EPA has been another area of unsurpassed federal involvement. 

The 111th Congress made several attempts to introduce stricter environmental regulation, although 

ultimately could not muster the suǇǇƻǊǘ ǘƻ Ǉŀǎǎ άŎŀǇ ŀƴŘ ǘǊŀŘŜέ ƭŜƎƛǎƭŀǘƛƻƴ ƛƴ ōƻǘƘ ŎƘŀƳōŜǊǎ ƻŦ /ƻƴƎǊŜǎǎΦ 

According to the Congressional Budget Office (CBO) and the Congressional Research Service (CRS), the key 

provisions of cap and trade legislation that moved through Congress during 2010 included:  

¶ Requiring the EPA to cap greenhouse gas emissions so that they are reduced to 17 percent of 2005 

levels by 2050. 

¶ ¢ǿƻ ǎŜǇŀǊŀǘŜ άŎŀǇ ŀƴŘ ǘǊŀŘŜέ ǇǊƻƎǊŀƳǎ ŀŘƳƛƴƛǎǘŜǊŜŘ ōȅ ǘƘŜ 9t!τone covering greenhouse gas 

emissions and the other covering emissions of hydrofluorocarbons.  Both of the programs would set 
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maximum annual emissions and would require entities to purchase or hold permits allowing them to 

generate emissions. 

¶ Tax credits for low-income families to offset increased energy prices resulting from cap and trade 

programs. 

¶ Requiring electric utilities to supply an increasing percentage of their demand from renewable 

sources. 

¶ Establishing a Carbon Storage Research Corporation to subsidize development of carbon capture 

and storage technologies. 

¶ Subsidizing the manufacture of plug-in electric vehicles through a large-scale vehicle electrification 

program.xxxviii 

 

Despite its inability to legislatively enact a cap and trade bill, the Obama Administration is attempting to 

restrict carbon emissions through executive action.  In 2009, the EPA issued a proposed finding (which was 

finalized a year later) that greenhouse gases "endanger" public health and welfare, a determination that 

paves the way for EPA regulations on such gases.  At least 15 states, including Texas, have sued the EPA over 

its endangerment finding.xxxix   

¢ŜȄŀǎ ƛǎ ǊŜŦǳǎƛƴƎ ǘƻ ŀŎǉǳƛŜǎŎŜ ǘƻ 9t!Ωǎ ŘŜƳŀƴŘǎ ǘƘŀǘ ǘƘŜ ǎǘŀǘŜ ōŜƎƛƴ ǊŜƎǳƭŀǘƛƴƎ ƎǊŜŜƴƘƻǳǎŜ ƎŀǎŜǎ ƻƴ WŀƴǳŀǊȅ 

2, 2011.  As Attorney General Greg Abbot and the TCEQ Chairman Bryan Shaw wrote to the EPA in August 

нлмлΣ ά¢ŜȄŀǎ Ƙŀǎ ƴŜƛǘƘŜǊ ǘƘŜ ŀǳǘƘƻǊƛǘȅΣ ƴƻǊ ǘƘŜ ƛƴǘŜƴǘƛƻƴ ƻŦ ƛƴǘŜǊǇǊŜǘƛƴƎΣ ƛƎƴƻǊƛƴƎΣ ƻǊ ŀƳŜƴŘƛƴƎ ƛǘǎ ƭŀǿǎ ƛƴ 

ƻǊŘŜǊ ǘƻ ŎƻƳǇŜƭ ǘƘŜ ǇŜǊƳƛǘǘƛƴƎ ƻŦ ƎǊŜŜƴƘƻǳǎŜ ƎŀǎŜǎΦέxl 

¢ƘŜ 9t!Ωǎ ŀǇǇǊƻŀŎƘ ǘƻ ǘƘŜ ǘƘǊŜŀǘ ƻŦ Ǝƭƻōŀƭ ǿŀǊƳƛƴƎ ǿƛƭƭ ƘŀǾŜ ŀŘǾŜǊǎŜ ŜŎƻƴƻƳƛŎ ŎƻƴǎŜquences, stifling many 

industries that underpin the Texas economy.  According to the Energy Information Administration, Texas is 

ǘƘŜ ƴŀǘƛƻƴΩǎ ƭŜŀŘƛƴƎ ŜƭŜŎǘǊƛŎƛǘȅ-producing state and produces three times as much electricity as New 

England.  In addition to electricity generation, 60 percent of the petrochemicals produced in the United 

States are produced in Texas, and 30 percent of U.S. gasoline and diesel refining occurs in Texas.  This heavy 

industry is essential for the country, and Texas is shouldering a huge share of the burden of providing bulk 

ǊŜŦƛƴŜŘ ƳŀǘŜǊƛŀƭǎ ŦƻǊ ǘƘŜ ǊŜǎǘ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƛƴŘǳǎǘǊƛŜǎ όǇƭŀǎǘƛŎǎΣ ŦŜǊǘƛƭƛȊŜǊǎΣ ŜǘŎΦύΦ  ¢ŜȄŀǎ ǎƘƻǳƭŘ ƴƻǘ ōŜ 

penalized for shouldering this load.  Rather, the federal government should consider a weighted approach to 

emissions based on economic output with consideration for the types of products produced.  

It is also evident that these industries bring great economic and employment benefits to the state.  Figures 

from the Texas Workforce Commission show that at least 718,000 jobs are attributable to the industries that 

ŎƻƴǘǊƛōǳǘŜ ƛƴ ǎƻƳŜ ǿŀȅ ǘƻ ǘƘŜ ǎǘŀǘŜΩǎ ŎŀǊōƻƴ ŜƳƛǎǎƛƻƴǎΣ ǎǳŎƘ ŀǎ ƳƛƴƛƴƎΣ ƻƛƭ ŀƴŘ Ǝŀǎ ŜȄǘǊŀŎǘƛƻƴΣ 

manufacturing of petroleum, coal, and chemical products, as well as electric power generation and trucking.   

Indeed, a report by the Texas Comptroller of Public Accounts estimated that if the cap and trade legislation 

were to pass, Texas could see up to 277,000 fewer jobs in 2012 and closer to 400,000 by 2030 as a result of 

ǘƘŜ ƭŜƎƛǎƭŀǘƛƻƴΩǎ ǇǳƴƛǘƛǾŜ ƛƳǇŀŎǘ ƻƴ ƛƴŘǳǎǘǊƛŜǎ ǘƘŀǘ ŦƻǊƳ ǘƘŜ ŎƻǊŜ ƻŦ ¢ŜȄŀǎΩ ƛƴŘǳǎǘǊƛŀƭ ōŀǎŜΦxli     

¢ƻƎŜǘƘŜǊ ǿƛǘƘ ǘƘŜ 9t!Ωǎ promulgation of Maximum Achievable Control Technology emission standards for 

coal-fired electric generating units, so-ŎŀƭƭŜŘ άŎŀǇ ŀƴŘ ǘǊŀŘŜέ ƭŜƎƛǎƭŀǘƛƻƴ would threaten the economy of Texas.  

¢ƘŜ 9t!Ωǎ ŎŀǊōƻƴ ŜƴŘŀƴƎŜǊƳŜƴǘ ŦƛƴŘƛƴƎ is possibly a prelude to regulatory action through which the EPA can 

enforce additional restrictions on emissions from mobile sources such as vehicles, and stationary sources such 

as power plants, refineries and factories.  These measures would severely harm businesses based on fossil 
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fuels while also negating the ability of states to pursue a rapid buildup of nuclear energy as an alternative, 

carbon-free power source.   

In addition to the continued strong growth of renewable energy sources already being developed in Texas, it 

is clear that the state will need to construct new coal, gas, and nuclear plants to keep pace with population 

and economic growth.  The cap and trade legislation does nothing to make the generation from cleaner 

sources such as natural gas and nuclear power more feasible, nor does it address the current economic 

obstacles to large-scale solar and nuclear energy development.   

 

Recommendation: Continue to pursue legal action against the increased federal role in the regulation of 

carbon emissions.   

Recommendation: Consider creation of a multi-state compact of energy-producing states to transfer 

permitting and environmental protection from federal hands into the hands of states.  Compacts are 

referenced in Article 1, Sec. 10 of the United States Constitution. 

 

4b. Energy and the Environment: Striking a Sensible Balance 

The issues surrounding development of natural gas reserves in the Barnett Shale highlight the debate over 

energy and environmental policy in the United States.  The Barnett Shale is one of the largest producing natural 

gas fields in North America, with extraction activity occurring largely in urban and suburban counties 

surrounding Fort Worth.  With little evidence that this activity has harmful health or environmental 

ŎƻƴǎŜǉǳŜƴŎŜǎΣ ǘƘƛǎ ǊŜƎƛƻƴ Ƙŀǎ ōŜŎƻƳŜ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǎƻǳǊŎŜ ƻŦ ŎƻƴǘǊƻǾŜǊǎȅ ŀōƻǳǘ ǘƘŜ ǎǘŀǘŜΩǎ ƴŀǘǳǊŀƭ Ǝŀǎ ƛƴŘǳǎǘǊȅΦ  

Legislators must continue to argue for sensible regulation based on sound science.  Decades of safe oil and gas 

extraction and refining in both rural and urban areas of Texas support the position that production in the Barnett 

Shale should continue. 

Dŀǎ ǇǊƻŘǳŎǘƛƻƴ ƛƴ ǘƘŜ .ŀǊƴŜǘǘ {ƘŀƭŜ ŀŎŎƻǳƴǘǎ ŦƻǊ нр ǇŜǊŎŜƴǘ ƻŦ ¢ŜȄŀǎΩ ŀƴƴǳŀƭ ƴŀǘǳǊŀƭ Ǝŀǎ Ǉroduction.xlii  Texas is 

ǘƘŜ ƴŀǘƛƻƴΩǎ ƭŜŀŘƛƴƎ Ǝŀǎ ǇǊƻŘǳŎƛƴƎ ǎǘŀǘŜΣ ŀŎŎƻǳƴǘƛƴƎ ŦƻǊ ŀǇǇǊƻȄƛƳŀǘŜƭȅ ол ǇŜǊŎŜƴǘ ƻŦ ŀƭƭ ŘƻƳŜǎǘƛŎ ǇǊƻŘǳŎǘƛƻƴΦxliii  

The Energy Information Administration announced in late 2009 that the United States has become the leading 

producer of natural gas in the world, surpassing Russia.xliv  As the cleanest-burning fossil fuel with low emissions 

and established technology, natural gas is playing an increasingly important role as a clean vehicular fuel, and 

ŎƻƴǘƛƴǳŜǎ ǘƻ Ǉƭŀȅ ŀ ŎŜƴǘǊŀƭ ǊƻƭŜ ƛƴ ¢ŜȄŀǎΩ Ŝlectric generating industry. 

Individuals, private organizations, and state and local governments receive sizable bonus payments and royalty 

revenue as a result of extraction activity in the Barnett Shale.  Natural gas extraction has provided Texas with an 

inexpensive, domestic energy supply for more than half a century. According to the Comptroller, in 2008 the oil 

and gas industry accounted for more than 365,000 jobs in Texas 16.5 percent of annual GSP.xlv   

Inconclusive health and environmental studies do not substantiate a need for stricter regulation or reduced 
production.  In fact, tests carried out on residents of the city of DISH, Texas by the Department of State Health 
{ŜǊǾƛŎŜǎ ό5{I{ύ ŦƻǳƴŘ ǘƘŀǘ άƻŦ ǘƘŜ ну ǇŜƻǇƭŜ ǘŜǎǘŜŘΣ ŀōƻǳǘ ƘŀƭŦ ƘŀŘ ƭƻǿŜǊ ǘƘŀƴ ŀǾŜǊŀge levels of the 
ŎƻƴǘŀƳƛƴŀƴǘǎΧǘƘŜ ƻǘƘŜǊǎ ƘŀŘ ǎƻƳŜ ǎƭƛƎƘǘƭȅ ŜƭŜǾŀǘŜŘ ƭŜǾŜƭǎΣ ōǳǘ ǘƘŜ ǊŜǎǳƭǘǎ ƘŀǾŜ ƴƻ ŀǇǇŀǊŜƴǘ ǇŀǘǘŜǊƴΦέxlvi  The 
testing carried out by DSHS is clearly inconclusive if half of all people tested had lower than average levels of 
contaminants.  Moreover, the carcinogen benzene, a chemical that has raised health concerns about drilling in 
the Barnett Shale, was found in elevated concentrations only in smokers, as would normally be expected.   




