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4 Reaching for the Sun 

Executive Summary

Texas has the nation’s greatest poten-
tial for solar energy. “Going solar” 
is a smart solution for Texas—it re-

duces our reliance on fossil fuels, curbs air 
pollution, saves water, creates local jobs 
and keeps money in the local economy. 

Austin and San Antonio are showing 
how Texas can expand the use of solar 
energy and reap the benefits. The 
electric utilities in San Antonio and 
Austin have installed four times more 
solar photovoltaic (PV) capacity than 
the rest of Texas combined. The solar 
policies adopted by these cities and 
their municipal utilities provide a strong 
example for how the rest of Texas can 
reach its solar energy potential. 

Solar energy benefits Texas’ 
environment and economy.  

•	 Greater use of solar energy can 
help reduce the need for coal and 

natural gas power plants that 
cause air pollution, contribute to 
global warming, and use water for 
cooling. 

•	 Solar power can save money for 
consumers. For example, a recent 
study by the operator of Texas’ 
electricity grid shows that the most 
cost-effective way to meet the 
state’s growing need for electricity 
on the hottest summer days is to 
add solar and wind energy gener-
ating capacity rather than natural 
gas-fired power plants. 

•	 Texas’ growing market for solar 
energy has helped attract solar 
energy companies, such as Austin-
based Heliovolt and OCI Solar 
Power, which intends to open its 
headquarters in San Antonio. 
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Solar energy installations supported 
by  Aust in  and San Antonio ’s 
municipally owned electric utilities 
account for more than 85 percent of 
the solar energy capacity supported by 
all electric utilities statewide.

•	 CPS Energy, which serves San 
Antonio and surrounding areas, 
reports solar energy installations of 
52.6 megawatts (MW), nearly half of 
all the solar energy capacity support-
ed by utilities in Texas. 

•	 Austin Energy has supported the 
installation of 41.3 MW of solar 
energy capacity, 38 percent of all 
utility-supported solar power in the 
state. (See Figure ES-1.)

•	 Measured in terms of installed solar 
energy per customer account, Austin 
Energy has 0.099 kilowatts (KW) of 
solar energy generation per customer 

Figure ES-1. Utility-Supported Solar Power by Utility 

account and CPS Energy has 0.073 
kW per customer account. El Paso 
Electric is a distant third with 
0.005 kW of installed solar energy 
per customer account, followed 
by Oncor with 0.003 kW of solar 
capacity per customer account.

•	 Among municipalities, San 
Antonio leads the state with 
42.6 MW of solar energy capac-
ity installed within its city limits. 
Webberville, northeast of Austin, 
ranks second, thanks to a utility-
scale solar project supported by 
Austin Energy. A project supported 
by San Antonio-based CPS Energy 
places nearby Somerset third. 
Austin itself has solar photovoltaic 
capacity of 6.5 MW. In contrast, 
Dallas, with 50 percent more 
residents than Austin, has installed 
just 1.2 MW. (See Figure ES-2.)
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Austin and San Antonio are leading 
Texas in solar energy because they 
have adopted strong policies that 
encourage solar power on residences 
and businesses, and in utility-scale 
installations.  

•	 Municipal utilities in Austin and 
San Antonio have set high, solar-
specific goals in their plans to adopt 
renewable energy and diversify their 
energy resources. 

•	 Utility customers in these two cities 
have had consistent access to solar 
energy incentives and loan programs, 
which help defray the up-front costs 
of solar energy projects.

•	 Austin and San Antonio have long-
term plans to finance solar develop-
ment and to attract solar companies 
to their regions.

Figure ES-2. Utility-Supported Installed Solar Power by City*

 In order to achieve the growth 
in solar power that Austin and San 
Antonio have experienced, Texas should 
implement policies that promote the 
adoption of solar power. 

•	 Statewide, Texas should strengthen 
its renewable portfolio standard by 
including a goal of building 4,000 MW 
of solar energy capacity by 2020. The 
state should require utilities to meet 
that goal, in part, by installing solar PV 
panels on 250,000 rooftops. 

•	 Texas should adopt statewide standards 
to ensure that homeowners and small 
businesses are fairly compensated for 
the excess solar electricity they gener-
ate and supply to the grid. 

•	 The state should update its Proper-
ty-Assessed Clean Energy (PACE) 
financing legislation to enable lenders 
to offer commercial and residential 
property owners a secure long-term 
financing option for solar PV systems.

* Houston is not on this list because it is served by CenterPoint Energy, which does not offer any incentives 
for solar energy. The 2.25 MW of solar energy installed in Houston were installed without utility support.
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Introduction

Texas is a global leader in renewable 
energy. Our state ranks first in the 
nation for the amount of electricity 

it generates from wind power, with twice 
as much installed capacity as second-
place California.1 Spurred by the state’s 
ample wind resources and policies that 
encourage construction of wind farms, 
utilities and private investors have more 
than doubled the state’s installed wind 
capacity in just the past five years.2 This 
wind energy helps reduce pollution from 
electricity generation, produces electric-
ity without further straining the state’s 
water supplies, and protects consumers 
from the volatile price of fossil fuels.3

But while Texas has been quick to reap 
the benefits of wind energy, we have been 
slower to tap our tremendous potential 

for solar energy. The Lone Star state 
ranks number one in the United States 
for solar energy potential, but only 
13th for installed solar energy capacity.4 
That means Texas has less solar energy 
capacity installed than smaller and 
less sunny states like New Jersey and 
Massachusetts.

There are parts of Texas, however, 
that are showing how the state could 
achieve leadership in solar energy. San 
Antonio and Austin, working with their 
electric utilities, have embraced solar 
energy by directly investing in large-scale 
solar energy production and by offering 
supportive policies and financing for 
residents and businesses to install solar 
panels. Hundreds of customers in those 
two cities now generate clean power for 
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themselves and their neighbors. Demand 
for solar equipment has created steady 
business for contractors who install 
solar panels, solar energy companies 
have opened new offices and hired more 
staff, and customers with solar panels 
have experienced lower power bills. At 
the same time, San Antonio and Austin 

customers continue to enjoy lower than 
average electricity prices compared to the 
customers of other large utilities.5 

Texas has the potential to reap similar 
benefits statewide if it makes the same 
commitment to solar energy—putting the 
state on a pathway to a cleaner, healthier 
and more economically vibrant future. 
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Solar power is a smart energy option 
for Texas—it uses a resource that is 
plentiful in Texas while reducing air 

pollution and lowering costs for Texas 
consumers.

Texas has tremendous solar energy 
potential. (See Figure 1.) The National 
Renewable Energy Laboratory estimates 
that Texas has the space to install more 
than 20,000 GW of utility-scale solar 
energy generation and 60 GW of 
distributed solar energy on rooftops.6 
That amount of solar generation could 
produce more than 100 times the 
electricity consumed each year in Texas.7 

Solar Energy Is Good for 
Public Health and the 
Environment

Producing electricity from solar 
energy is a clean alternative to electricity 

from coal and gas, protecting Texans’ 
public health and the environment. 

Coal and gas accounted for 82 percent 
of Texas’ electricity generation in 
2010.9 Combustion of these fossil fuels 
releases dangerous compounds into the 
atmosphere, endangering the public and 
threatening the health of our climate in 
dramatic and irreparable ways. 

•	 Burning coal and natural gas to 
produce electricity released 204,000 
metric tons of nitrogen oxides in 
Texas in 2010.10 Nitrogen oxides are 
a primary component of smog, and 
low levels of smog inhaled over the 
long term can cause and aggravate a 
host of health problems, especially 
lung problems and cancer.11 

•	 Texas power plants released 430,000 
metric tons of sulfur dioxide in 
2010.12 Sulfur dioxide is the primary 
component of acid rain, which can 
devastate forests and lakes, and 

Solar Energy Is Good for Texas 
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sulfur dioxide in fine particulate form 
threatens human health.13 

•	 In 2010, Texas power plants released 
more than 251 million metric tons 
of carbon dioxide, the leading global 
warming pollutant.14 Extreme weather 
events, such as the current drought 
in Texas, are projected to become 
more common in the future if we fail 
to reduce global warming pollution.15 

The drought in 2011 alone killed as 
many as 500 million trees in Texas—
one threat on a long list of environ-
mental damages Texas will face if it 
does not act to reduce its combustion 
of fossil fuels.16 

In addition, coal, natural gas and nuclear 
power plants require huge volumes of 
water for cooling. Water withdrawals 
for power plant cooling systems account 

for 40 percent of freshwater withdrawals 
nationally.17 Some of that water evaporates, 
leaving it unavailable for future local use, 
while the rest is returned to the source—
albeit at a much higher temperature that 
damages aquatic ecosystems.

Adopting clean solar energy and 
transitioning away from dangerous fossil-
fuel based energy sources will help protect 
the people and environment of Texas.

Solar Energy Is Good for 
Consumers and the Economy

Installing more solar power would 
deliver cost savings for consumers, 
while boosting local economic activity. 
According to a report by the Brattle 
Group for the Solar Energy Industries 
Association, Texas consumers could pay 
lower electricity costs if more solar energy 

Figure 1. Texas Has the Highest Solar Energy Potential in the Nation8
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were brought online.18 The Brattle Group 
estimated that if an additional 1,000 MW 
of solar energy had been online in Texas 
during the very hot summer of 2011, the 
average wholesale electricity price would 
have dropped by $0.6 per megawatt-
hour (MWh)—saving $520 million for 
customers across the state.19

In Austin and San Antonio, which 
lead the state in solar energy capacity, 
electricity prices are lower than the 
average price paid by customers of Texas’ 
other largest electric utilities—companies 
that have invested little in solar energy.20 

Solar PV systems generate electricity 
even when water supplies are limited, 
helping to ensure adequate electricity 
at a reasonable price is available to 
consumers even during drought. The 
ongoing drought in Texas led the Electric 
Reliability Council of Texas (ERCOT), 
operator of the state’s power grid, to 
warn in late 2011 that up to 3,000 MW 
of capacity might be unavailable if water 
supplies dropped below the levels needed 
by power plants for cooling.21 The loss of 
this amount of capacity would raise prices 
and potentially trigger rolling blackouts 
with widespread economic impacts. 

In addition, output from solar energy 
facilities is greatest when demand 
for power is highest—on hot, sunny 
afternoons when air conditioners are 

running full blast. Even without drought 
conditions, Texas is facing increasingly 
constrained power supplies during times 
of peak demand. ERCOT warns that 
Texas does not have enough generating 
capacity to be fully confident of avoiding 
rolling blackouts this coming summer 
on the hottest days.22 Solar energy is well 
suited to meet this need. Furthermore, a 
recent analysis by ERCOT suggests that 
adding wind and solar energy generating 
capacity to meet peak power demand 
would result in lower electricity prices 
than would adding natural gas-fired power 
plants.23 

Texas’ ample solar resources—and 
therefore potentially large market—have 
enabled the state to attract several solar 
manufacturing companies. The presence 
of producers of solar energy equipment, 
like Fort Worth-based Entech and 
Austin-based Heliovolt, helps support 
the local economy.24 Another solar energy 
company, OCI Solar Power, recently 
committed to moving its headquarters to 
San Antonio and building manufacturing 
facilities in the city, creating hundreds of 
jobs.25

Solar is a good choice for the people 
of Texas and the environment. Two cities, 
Austin and San Antonio, are leading Texas 
on the path to harness this solar energy 
potential.



12 Reaching for the Sun 

Austin and San Antonio Outstrip  
Other Texas Cities in Solar Energy

In the past three years, the municipal 
utilities in Austin and San Antonio 
have supported the installation of four 

times more solar energy capacity than 
all other utilities in Texas combined. A 
strong commitment to solar energy by 
the utility companies in both cities has led 
to extensive development of distributed 
and utility-scale solar projects. 

Total Capacity by Utility
Solar energy projects supported 

by publicly owned utilities based in 
San Antonio and Austin account for 
more than 85 percent of all the utility-
supported solar energy capacity in 
Texas.26 CPS Energy, the publicly owned 
utility that serves San Antonio and 
surrounding areas, reports 52.6 MW of 

solar power capacity that it helped install 
in its service territory, while Austin 
Energy has 41.3 MW. A total of 107.5 
MW of solar power has been installed 
statewide with support from utilities. 
(See Figure 2.)

Oncor, the utility serving Dallas, Fort 
Worth and other areas, is a distant third 
to CPS Energy and Austin Energy, with 
9.89 MW of solar power. 

Total Capacity Per Customer 
Account

On the basis of installed solar energy 
per customer account, Austin Energy 
has 0.099 kW per customer account 
and CPS Energy has 0.073 kW of solar 
capacity per customer account.27 El Paso 
Electric is a distant third with 0.005 kW 
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of installed solar energy per customer 
account, followed by Oncor with 0.003 
kW of solar capacity per customer 
account. (See Table 1.)

Total Capacity by City
San Antonio has 42.6 MW of solar 

energy capacity within its city boundary. 
The Webberville solar energy project 
supported by Austin Energy places 
Webberville second on the list of cities 
with the most solar capacity, followed by 
Somerset, home to a CPS Energy solar 
power project. Austin is fourth and El 
Paso is fifth with 1.4 MW. Dallas, with 
50 percent more residents than Austin, 
has installed just 1.2 MW. (See Figure 3.)

Figure 2. Utility-Supported Solar Power by Utility

Table 1. Utility-Supported Solar Energy 
Capacity Per Customer Account28

Utility

kW Solar 
Energy 

Per 
Customer 
Account

Austin Energy 0.099

CPS Energy 0.073

El Paso Electric 0.005

Oncor 0.003

AEP 0.002

Entergy 0.001

San Marcos Electric Utility 0.001

Texas-New Mexico Power 0.001
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Utility-Scale Capacity
Austin and San Antonio excel in both 

distributed solar energy and utility-
scale projects. Distributed solar power 
may be installed on the rooftops of 
homes, businesses, warehouses, schools 
and municipal buildings, generating 
electricity close to where it is consumed. 
Utility-scale projects typically are built 
on open land and are much larger. 

Austin and San Antonio have invested 
in both distributed and utility-scale solar 
energy projects, while other utilities in 
the state have supported distributed 
solar projects only. (See Table 2.) 

More than 800 distributed generation 
projects have been completed with 

support from CPS Energy in the past 
three years, while Austin Energy has 
completed more than 1,000. 

Austin Energy has one utility-scale 
facility, the 35 MW solar facility in 
Webberville, which has provided power 
since December 2011.29 CPS Energy 
buys energy from the 14 MW Blue 
Wing Solar Project, developed by 
Duke Energy in 2010. The utility 
also has a 25-year agreement with 
SunEdison to purchase all of the 
electricity produced by the 19.8 MW 
William R. Sinkin Centennial Solar 
Farms 1 and 2, completed in June 2012, 
and the 10 MW Somerset Solar Farm.30 
There are no other utility-scale solar 
projects in Texas. 

Figure 3. Utility-Supported Installed Solar Power by City*

* Houston is not on this list because it is served by CenterPoint Energy, which does not offer any incentives 
for solar energy. The 2.25 MW of solar energy installed in Houston were installed without utility support. 
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Both utilities are planning to expand 
their solar energy capacity in coming 
years. According to its strategy report, 
Austin Energy is purchasing and leasing 
land—and even leasing rooftop areas on 
warehouses and retail outlets with flat 
roofs—in order to reach its goal of 200 
MW of solar energy by 2020. These plans 
include another 30 MW from a proposed 
solar power plant in Saragosa (in West 
Texas), a proposed 75 MW solar plant in 
Toyah (also in West Texas), 40 MW from 
the proposed Round Mountain Hybrid 
solar and wind plant (west of Austin), and 
25 MW from rooftop and community 
solar installations.31 

To continue to build its solar portfolio, 
CPS Energy signed a 25-year agreement 
with OCI Solar in July 2012, beginning 
a 400 MW solar project that has the 
potential to make Texas one of the 
nation’s top states for solar energy.32 
This project, involving a number of solar 
power projects to be developed across 
the state, will produce enough energy to 
power 70,000 San Antonio homes.33 Some 
of these installations will be as distant as 
West Texas, but they are being driven by 

CPS Energy policies.34 The project will 
also help San Antonio meet its goal of 
creating a solar energy industry in the 
city, bringing 805 jobs to San Antonio 
with the location of OCI’s corporate 
headquarters and a manufacturing facility 
to produce PV modules, trackers and 
inverters in the city.35 

Table 2. Distributed Versus Utility-Scale Solar Projects

Utility Utility-scale 
(kW)

Distributed 
(kW)

CPS Energy 43,800 8,815
Austin Energy 35,000 6,312
Oncor 0 9,889
AEP 0 1,593
El Paso Electric 0 1,525
Entergy 0 416
Texas-New Mexico Power 0 162
San Marcos Electric Utility 0 19

The Webberville Solar Farm supported by Austin Energy has 
been producing electricity since December 2011. 
Photo: RES Americas
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Austin and San Antonio have achieved 
high levels of solar energy by set-
ting goals and adopting policies to 

facilitate the growth of solar power. Solar 
capacity elsewhere in Texas is much lower 
because the state has relatively limited 
policies to promote solar energy.

Policies of Austin and San 
Antonio Promote Utility-
Scale and Rooftop Solar 
Energy Development 

Strong public policies have driven the 
development of solar energy in Austin 
and San Antonio. These local policies 
include a significant solar energy goal, 

fair payment to customers for solar 
energy they generate, and solar rebate 
and loan programs to reduce the up-front 
costs of solar power. 

Renewable Electricity Goals 
with a Meaningful Solar 
Requirement

The publicly owned utilities in San 
Antonio and Austin have set aggressive 
goals for the adoption of renewable 
energy, including goals to obtain 
significant portions of their electricity 
from solar power. 

In 2007, the Austin City Council 
passed a resolution that set a renewable 
electricity goal of 30 percent by 2020, with 
100 MW of that power coming from solar 

Austin and San Antonio Lead Texas 
Because of Strong Solar Energy 
Policies 
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energy. Since 2011, Austin Energy has 
increased these targets beyond the goals 
of the Austin City Council’s resolution—
to 35 percent renewable energy by 2020 
and 200 MW of solar development by 
2015.36 More recently, the Austin Local 
Solar Advisory Committee recommended 
that Austin Energy increase its solar 
energy requirement to 400 MW by 2020, 
including 200 MW of solar energy within 
Austin city limits.37

CPS Energy, the municipal electric 
utility that serves the greater San Antonio 
area, has set similarly ambitious goals for 
the adoption of solar energy. CPS Energy 
has adopted a goal of using renewable 
energy to meet 20 percent of its electricity 
demand by 2020, with at least 100 MW of 
energy derived from non-wind renewable 
sources.38 In addition, the utility seeks to 
attract businesses to San Antonio that will 
create jobs and spur the development of 
clean energy in the city.39 Solar energy 
development plays a large role in this 
initiative.

Fair Payment to Customers for 
Solar Energy They Generate

Most rooftop solar power systems 
produce more electricity during the 
middle of the day than the building 
consumes. The solar panels feed that 
excess power into the electricity grid for 
distribution to other consumers. Austin 
Energy and CPS Energy have adopted 
policies to compensate the owners of 
solar PV systems for the excess solar 
energy they generate. Such compensation 
is a critical incentive for the widespread 
installation of small-scale solar energy 
projects. 

One approach is net metering, in which 
the utility credits a customer’s account for 
electricity sent into the grid. Texas is one 
of only seven states without a statewide 
net metering requirement—it is left to 
the utility or retail electricity provider 

to decide whether to offer a net metering 
program to its customers.40 According to 
a 2011 survey, some form of net metering 
is available through only four of Texas’ 47 
retail electricity providers, 24 of Texas’ 
80 electric co-ops, and five of the state’s 
74 municipal utilities—including Austin 
Energy and CPS Energy.41 

Customers of CPS Energy can 
participate in the utility’s net metering 
program. CPS Energy meters how much 
electricity a customer withdraws from 
the grid versus supplies into the grid 
from the customer’s PV panels. The 
utility calculates the net amount the 
customer withdraws from the grid. If the 
customer consumes more than the PV 
panels generate, the utility charges just 
for net consumption.42 In the event that 
the customer’s solar energy installation 
generates more electricity in a month 
than the customer consumes, CPS 
Energy purchases the excess power for 
$0.015 to $0.025 per kWh.

A solar energy system installed on the roof of a house in San 
Antonio with the help of CPS Energy. 
Photo: Solar San Antonio
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In the early years of its solar programs, 
Austin Energy offered net metering for its 
customers with renewable energy systems, 
including solar PV.43 Now it offers a value-
of-solar payment that accounts for the 
system-wide benefits of solar energy.44 

In contrast to net metering, in which 
customers receive a credit on their power 
bill for excess electricity they generate, the 
value-of-solar payment allows producers 
of solar electricity to sell all the solar 
energy they generate to their utility at 
a price that reflects the true importance 
of additional energy to the utility during 
times of peak demand. Customers then 
buy from the utility all the electricity they 
consume, paying the same rate as other 
customers. 

In the middle of the day, when demand 
for energy peaks, the additional energy 
provided by customers’ PV panels is 
extremely valuable. Without that solar 
energy to meet demand, the utility might 
need to invest in a new power plant or 
additional transmission capacity to deliver 
power. Austin Energy’s value-of-solar 
payments to PV system owners factor in 
the value of these huge avoided costs.45 
By providing solar energy producers 
with a source of income, value-of-solar 
payments drive long term investment in 
solar development.46

Approved by the Austin City Council 
in June 2012, Austin Energy’s value-of-
solar program pays residential customers 
$0.128 per kWh produced by solar PV 
systems of a maximum size of 20 kW.47 
From this program, the owner of a typical 
solar energy system of 5 kW, which 
produces 5 to 5.2 MWh of energy over 
the course of a year, would receive up to 
$665 in compensation annually.48 

Austin Energy’s Commercial PV 
Incentive Program offers an incentive to 
commercial and multi-family residential 
customers with up to 200 kW of capacity, 

at the rate of $0.14 per kWh of solar 
energy. 

CPS Energy plans to reinstitute in 
revised form an incentive program called 
“Solartricity” that was originally piloted 
in 2010. The program is scheduled to be 
re-launched in 2015.49 

Solar Loans and Rebates for 
Residential Customers

Loan and rebate programs for solar 
PV systems offered by utilities can help 
defray the up-front costs of solar power 
installation. 

To defray the up-front costs of solar 
installations, Austin Energy offers a loan 
program to help qualifying residential 
customers install solar PV systems. A 
local bank, in partnership with Austin 
Energy, offers loans of up to $20,000 for 
solar PV installations between 1 and 20 
kW, to be paid off over the course of 2 
to 10 years.50 These loans can be used 
in combination with Austin Energy’s 
solar PV rebates. For solar PV systems 
between 1 and 20 kW in size, Austin 
Energy offers a $2.00 per watt incentive 
with a limit of $15,000 per installation 
and $50,000 per site.51 

Austin Energy has begun allowing 
certain non-profit and governmental 
customers to take advantage of solar 
leases offered by third parties.52 The 
lease structure helps customers reduce 
the up-front costs of solar installations 
while providing the leasor access to 
available federal tax credits.53 Non-profit 
customers can lease the solar equipment 
from a third-party vendor and purchase 
the equipment after a number of years, 
giving them time to accumulate savings 
from the solar installation.54 The first 
solar lease project was approved in Austin 
in late 2012, for a non-profit called 
Lifeworks. This 154.4 kW system will 



Austin and San Antonio Lead Texas Because of Strong Solar Energy Policies 19

produce 253,417 kWh of electricity per 
year, providing Lifeworks the equivalent 
of the electricity used by 22 Texas homes 
over the course of a year.55

CPS Energy offers a rebate program 
to customers who install solar panels on 
a home, school or business. Depending 
on the type of customer, CPS Energy 
offers rebates ranging from $1.30 to $2.50 
per watt, up to $25,000 for residential 
customers and commercial customers 
who do not use local CPS Energy 
providers, and up to $100,000 for schools 
and commercial customers using local 
CPS providers.56 

These loan, rebate and leasing 
programs tailored to the needs of different 
customer groups are critical for driving 
small-scale solar development.

Limited Statewide Policies 
Have Failed to Spur Solar 
Energy Growth in Texas

Texas has implemented some statewide 
policies designed to encourage solar 
development—such as tax breaks for 
renewable energy businesses and less 
regulation of homeowners seeking to 
install a solar PV system—but these 
policies have not been enough to drive 
the spread of solar energy in Texas. Texas 
does not require utilities to invest in solar 
power, there is no consistent net metering 
requirement that would allow solar 
producers to sell excess energy back to 
their utilities, and there are no statewide 
programs to address the high up-front 
costs of solar energy installation. Policies 

Property-Assessed Clean Energy:  
An Undeveloped Tool for Financing Solar Projects 

Property-Assessed Clean Energy (PACE) financing programs established by local governments allow prop-
erty owners to borrow money from a specially created fund for clean energy projects. The loan is paid off on 
property tax bills over a number of years.57 Thus, future repayment of the loan is assured, even if the property 
changes hands. PACE can be a powerful tool for Texas property owners seeking to finance solar power.

Unfortunately, PACE financing programs for residential borrowers are currently on hold nationally due 
to opposition from the Federal Housing Finance Agency and the mortgage lenders Fannie Mae and Freddie 
Mac. Many states are moving forward with commercial PACE programs even while residential PACE remains 
stalled, including three programs in California and one program in Boulder, Colorado.58 Texas adopted PACE 
legislation in 2009, but questions about the legality of how PACE would create new taxing districts and the 
protests from Fannie Mae and Freddie Mac have prevented programs from moving forward.59 Legislation 
was proposed in January 2011 to clarify PACE in Texas, but this bill failed to pass.60 

Currently, there are efforts in Texas to make PACE financing viable for commercial properties. Austin and 
San Antonio have advocated for PACE financing programs in order to make solar energy more affordable for 
property owners in their cities. In its 2012 strategic plan, the Austin Local Solar Advisory Committee advocates 
for the passage of legislation to allow PACE financing to move forward in Texas.61 Other municipalities, such 
as San Antonio, Houston and El Paso, have expressed interest in developing PACE financing programs.62 
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in San Antonio and Austin do address 
these critical concerns—creating a great 
disparity between solar energy growth 
in these leading cities and elsewhere in 
Texas.

Texas Lacks Solar Energy 
Generation Goals

Texas does not have a solar electricity 
generation goal. Though the Public 
Utilities Commission of Texas (PUCT) 
has the authority to establish a solar 
energy generation goal as part of the 
state’s renewable portfolio standard, 
the PUCT has not done so. Texas has a 
renewable portfolio standard that applies 
to its investor-owned utilities and is 
regulated by the PUCT. According to 
Texas’ renewable portfolio standard, 
investor-owned utilities and retail energy 
suppliers collectively must obtain 5,880 
MW of electricity from renewable energy 
sources by 2015 and 10,000 MW by 
2025, including 500 MW from non-wind 
renewable energy sources.63 The PUCT 
has not acted to fully implement the non-
wind renewable energy requirement.

Texas has already surpassed its 2025 goal 
for total renewable energy capacity but, 
because there is no specific requirement 
for solar energy, utilities have met the 
requirement largely with wind energy. 
Without a specific requirement for 
non-wind renewable energy, Texas will 
likely continue to miss out on the unique 
benefits of solar energy.

Utilities Do Not Offer Effective 
Programs for Financing Solar

Several utilities in addition to Austin 
Energy and CPS Energy have provided 
incentive programs for solar energy, but 
some have been cancelled and those that 
remain are less well established than those 
offered in Austin and San Antonio. 

Texas’ energy efficiency resource 
standard mandates that investor-owned 
utilities meet 20 percent of their growth 
in demand through savings from energy 
efficiency. However, utilities are greatly 
limited in the tools they may use to meet 
these goals. Programs that support the 
installation of solar technologies can 
be credited toward meeting the energy 
efficiency requirement, spurring some 
utilities to create loan and rebate programs 
for solar technologies.64 However, utilities 
have multiple regulatory and financial 
incentives to focus on energy efficiency 
measures, causing them to make only 
limited investments in solar programs. 

A number of utilities around the state 
offer solar rebate pilot programs—such 
as American Electric Power’s SMART 
Source PV Program, Oncor’s Solar PV 
Program, and El Paso Electric’s Solar 
PV Pilot Program—but others, such 
as Entergy’s program and a program 
through the Texas-New Mexico Power 
Company, were discontinued after a few 
years.65 In contrast, the municipal utilities 
in Austin and San Antonio have well-
established rebate and incentive programs 
as part of their long-term solar strategies.

Other Policies Are Too Modest 
to Boost Solar Development

Texas has established laws clarifying 
the regulation of small-scale owners of 
solar PV systems, providing tax breaks for 
solar companies, and offering protections 
for homeowners wishing to install solar 
energy—but without a strong solar 
requirement for utilities and financing 
programs, these smaller policies have 
proven to be inadequate to support solar 
growth. 

In May and June 2011, the Texas 
Legislature passed and the governor 
signed a bill to promote the growth of 
small-scale solar PV systems by clarifying 
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the status of “third party” owners of 
small-scale renewable power. Third-party 
ownership has opened the doors to solar 
energy for customers in several states, by 
allowing customers to lease solar panels 
that are installed on their roofs by an 
outside firm. These arrangements often 
allow consumers to avoid the substantial 
up-front costs of solar energy. The law, 
SB 981, clarifies that these owners are 
not to be regulated like electric utilities. 
This makes it easier for people engaged 
in small-scale solar power production to 
connect a solar PV system to the electric 
grid.66

Texas also provides tax breaks for 
companies installing solar panels. 
Renewable energy devices, including 
solar energy devices, are exempt from 
property taxes, and renewable energy 
businesses that work to manufacture, 

sell or install renewable energy devices, 
including solar PV systems, are exempt 
from the Texas franchise tax.67 These tax 
exemptions make it easier for utilities to 
attract solar developers to the region, as 
the municipal utilities in San Antonio 
and Austin have done.

One additional, recent step that 
Texas has taken to support solar energy 
is to enact a law to protect homeowners. 
Texas law removes barriers to home 
solar installations by stipulating that 
property owners’ associations cannot 
prevent homeowners from installing 
solar PV systems. According to HB 362, 
enacted in June 2011, property owners’ 
associations cannot enact or enforce 
laws that prevent the installation of 
solar PV systems.68 This law protects 
the right of Texas residents to install 
solar power at home.
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Policy Recommendations

Solar energy is a powerful solution 
for Texas. Solar power clears the 
air, reduces our dependence on 

fossil fuels, saves water, and fuels local 
economies. Austin and San Antonio, and 
their municipal utilities, are leading the 
way by demonstrating that solar energy 
is a real option for Texas that can deliver 
significant benefits to our communities.

The state of Texas should follow the 
solar “playbook” that Austin Energy 
and CPS Energy have adopted by 
implementing a suite of policies that 
will support development of Texas’ solar 
energy resource. 

Texas should set solar energy goals.

•	 Texas should strengthen its renew-
able portfolio standard by including 
a goal of building 4,000 MW of solar 
energy capacity by 2020, a require-
ment that will make solar energy 
production a significant part of utili-

ties’ energy portfolios. Because most 
Texas utilities are deregulated, they 
have limited ability to offer solar 
energy programs unless the state 
adopts a solar energy generation 
requirement. Texas should adopt 
a new requirement soon, to allow 
utilities and their customers to take 
advantage of the 30 percent federal 
investment tax credit for new solar 
PV systems, set to expire in 2016.

•	 Texas should require utilities to 
reach that 4,000 MW goal in part 
by installing solar PV panels on 
250,000 roofs, which would fulfill 
approximately one-quarter of 
the 4,000 MW goal. Distributed 
solar energy generation produces 
electricity where it is consumed, 
and therefore reduces the need 
for additional transmission 
infrastructure.
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Texas should ensure that financing 
is available to encourage solar energy 
development at the residential, 
commercial and municipal levels.

•	 Solar energy incentive strategies 
should include a mix of programs 
that offset the initial costs of instal-
lation, such as solar rebate and 
loan programs, and programs that 
reward customers for solar energy 
production, such as value-of-solar 
programs. 

•	 Texas should require investor-
owned utilities to compensate 
residential and commercial custom-
ers for solar energy they sell into 
the electrical grid. Net metering or 
value-of-solar programs ensure that 
customers receive compensation for 
the power they provide.

•	 Texas should revise its PACE 
program, adopted in 2009, 
to address ambiguity regard-
ing creation of new tax districts. 
Once PACE has been revised, 
local governments should explore 
PACE financing for commercial 
properties, which are not stalled by 
residential mortgage regulators at 
the federal level.

•	 Until Texas adopts other policies 
to support solar energy, the Public 
Utilities Commission of Texas 
should allow utilities to continue 
to implement solar energy as a way 
to meet their energy efficiency 
requirements. Unfortunately, a 
new ruling by the Public Utilities 
Commission of Texas may endan-
ger these solar incentive programs 
by capping the amount of money 
investor-owned utilities can charge 
their customers for efficiency 
programs.69 

•	 To promote installation of solar 
energy on school roofs, Texas 
should establish a funding source 
to help school districts purchase 
and install solar energy systems. 
During the school year, solar 
energy pairs well with the daily 
energy needs of schools, which 
have high demand during the day 
and very little at night. In addition, 
if schools are fairly compensated 
for the energy their solar PV 
systems generate in the summer 
months when schools consume 
essentially no power, the additional 
revenue could help support school 
budgets. 
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Methodology

To assess the impact of policies ad-
opted by electric utilities in support 
of solar energy, we collected data 

from major electric utilities in Texas on 
the distributed and utility-scale solar 
energy projects they have supported fi-
nancially. Relevant solar energy projects 
include those owned by citizens, busi-
nesses and energy companies, so long as 
the solar energy installation was helped 
by a rebate, net metering, value-of-solar 
payment, power purchase agreement or 
other financial support from the utility. 

No single source provides information 
on the solar energy installations helped 
by utilities in Texas, so we collected our 
data from several sources. 

•	 We received data on 2010-2011 
solar projects funded by Oncor 
Electric, AEP (which includes Texas 
Central Company (TCC), Texas 
North Company (TNC), South-
western Electric Power Company 
(SWEPCO)), Entergy, Texas-New 
Mexico Power Company and El 
Paso Electric from Galen Barbose 
of the Electricity Markets and 
Policy Group at Lawrence Berkeley 
National Laboratory. Publicly avail-
able 2012 data was provided directly 
by Clean Energy Associates.

•	 Austin Energy directly provided 
data on distributed solar projects it 
has funded as of late October 2012. 
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We obtained information about 
Austin Energy’s utility-scale project 
from FRV AE Solar, Webberville 
Solar Farm, downloaded from www.
webbervillesolar.com, 1 February 
2013.

•	 Solar San Antonio provided data on 
solar projects funded by CPS Energy 
from 2010 through late 2012. 

•	 CenterPoint Energy provided infor-
mation on solar energy projects in its 
territory, which includes Houston, 
from 2007 to mid-2012. Because 
the projects were not supported by 
the utility, we did not include this in 
our tally of utility-supported solar 
energy.

We reviewed the data in advance of 
our analysis to ensure we could analyze 

it. The only adjustments we had to make 
were to the extensive data provided by 
Austin Energy. With that data, we:

•	 Excluded projects for which there 
was no data on the size of the solar 
energy installation in the standard 
test condition (STC) size rating.

•	 Excluded projects that failed to list 
a final inspection date, per guidance 
from Tim Harvey, Conservation 
Coordinator with Austin Energy, 
personal communication, 23 January 
2013. 

•	 Assigned each solar project to a city 
based on its zip code using the U.S. 
Postal Service’s zip code look-up 
tool at www.usps.com. For the few 
residential projects that did not 
show a zip code, we assumed they 
were located in Austin.
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Appendix: Utility-Supported  
Solar Power for Top 30 Cities

City Capacity (kW) Rank
San Antonio 42,615 1
Webberville 35,000 2
Somerset 10,000 3
Austin 6,271 4
El Paso 1,436 5
Dallas 1,243 6
Fort Worth 972 7
Waco 598 8
Grand Prairie 520 9
Round Rock 382 10
Arlington 349 11
Irving 347 12
Bedford 280 13
Sulphur Springs 276 14
Plano 263 15
San Benito 243 16
Allen 233 17
Wichita Falls 198 18
Harlingen 195 19
Big Springs 194 20
Duncanville 190 21
Longview 162 22
Paris 135 23
Carrollton 120 24
Farmers Branch 118 25
Conroe 112 26
Mansfield 108 27
Temple 101 28
Laredo 98 29
Alpine 98 30

Note: Houston is not on this list because it is served by CenterPoint Energy, 
which does not offer any incentives for solar energy. The 2.25 MW of solar 
energy installed in Houston were installed without utility support.
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