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1. Introduction
Texas Gas Service (TGS) provides service to 95% of Residential natural gas customers in
the City of Austin. It is one of the largest single greenhouse emissions contributors in
Central Texas.
As global climate change has become more severe, gas and electric utilities in industrial
countries are under increasing pressure to lower global warming emissions.
Austin Energy, the main provider of electricity in Travis County, has taken a leading
role in lowering its carbon footprint. Since 1982, the City of Austin has been
implementing energy-efficiency programs that have become internationally recognized.
Efforts including retrofit incentive programs, energy building codes, green building
ratings, and conservation-based electric rates have caused huge reduction in electric
use. In 2019, Austin’s average Residential electric consumption was 24% lower than the
average use in the main Texas electric system, ERCOT.1 Since lower consumption
generally results in lower bills, Austin’s average Residential electric bill was 31% lower
than the average bill in ERCOT.2
Since 2002, Austin Energy has moved aggressively to buy clean energy. It already has a
large percentage of its power provided by solar and wind energy, and has plans to
purchase more. The utility plans to be carbon free by 2035.
The same cannot be said for Texas Gas Service. The gas company’s relatively modest
energy conservation program is misspending noticeable amounts of its budget to
incentivize equipment that will not pay for itself. In some cases, the rebates are nothing
more than greenwashing through the misuse of conservation funding for marketing.
As disturbing, the gas company lacks any renewable energy in its distribution system.
Its plans for renewable energy use in the future are ambiguous and poorly constructed.
At their best, the efforts can only be considered good intentions. At their worst, they
can be considered greenwashing diversions to stall for time. (Substantial action will be
delayed in anticipation of questionable pilot programs.)
Further, there is no public acknowledgement that TGS spends any substantial amount
of funding on research and development for energy efficiency and clean energy. This is
in contrast to most other large gas utilities in the country, which either fund this
research directly, or who are part of several gas-utility industry organizations that
conduct research through combined funding.
TGS has developed a reputation for lobbying against aggressive action to deal with
climate change. During the effort to craft the Austin Climate Equity Plan (adopted by
the Austin City Council in October 2021), the utility tried to game the steering
committee process to the benefit of its preferred alternatives.
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TGS also employed the questionable practice of using its customer database to contact
ratepayers directly about the Plan, and urged these customers to participate in the
public process on behalf of the gas company’s point of view. (Use of the customer
database was not authorized for other climate plan participants.)
This position paper details how greenwashing is occurring in TGS-Austin. It
specifically describes the misuse of energy conservation funds. And it points out the
many flaws in the company’s policy on renewable energy in its system.
It also proposes the following 4 strategies as alternatives.
1. Elimination of frivolous conservation programs;
2. Creation of a Community Benefit Charge that will fund real conservation, lowincome assistance, and research on renewable gas alternatives and carbon capture;
3. A competitive bid process for the new gas franchise in 2023; and
4. A deemphasis of low-carbon natural gas alternatives that are impractical, and more
emphasis on alternatives from renewable energy and carbon capture technologies.
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2. History of TGS Conservation Programs
The roots of the TGS-funded conservation programs go back to 1985. During
negotiations surrounding franchise renewal with TGS’ previous owner, Southern Union
Gas, requirements for a conservation program were created. Despite the company’s
resistance to implementing energy efficiency, the City of Austin ultimately required a
3% surcharge to be placed on the bill to cover expenses for an aggressive effort.
During the first year of program operation, 1986, it became apparent that some of these
funds were being diverted to marketing gas, or providing incentives for gas appliances
that were not cost effective. Critics included members of the Austin City Council, staff
from the City of Austin’s conservation program, and environmental activists.
Continued criticism and bad publicity persuaded Southern Union to contract
management of these programs to the City. The amount collected was changed from a
fixed percentage to an annually adjusted fee.
For many years, the company’s conservation program was the only thing of its kind in
Texas, and one of the only natural gas utilities nationally to fund such an effort.
In 1997, management of conservation programs for electricity were transferred from an
independent department to direct management by Austin Energy. The gas company
considered AE a competitor for various energy end uses, and perceived a conflict of
interest in continuing the previous arrangement. Southern Union reclaimed
administration of these programs.
Since 2003, TGS has directly managed, and sometimes mismanaged, the programs that
it funds.
The largest difference in the management styles is the tolerance for programs that do
not save as much money as they cost. Austin Energy’s 2020 Customer Energy Solutions
report evaluated 19 energy efficiency and demand-side management programs. Only
one, the social program for low-income weatherization, did not break even or make
money in the Total Resource Cost test, the most fundamental benchmark in
determining a program’s worth.
However, TGS has several expensive conservation programs that cost more money than
the energy that they save. The original problem that was identified in 1986 is occurring
once again.
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3. Greenwashed Conservation Program Funding
3.1. Purpose of Energy Efficiency Programs
Conservation and demand-side management are meant to save energy at the same or
less cost than purchasing it. This saves customers and utilities money. At the same
time, it benefits the environment, and creates local jobs installing the materials and
equipment.
The effectiveness of these programs is measured in a series of Benefit/Cost tests. The
most important of these is the Total Resource Cost test. It is a basic “money made vs.
money invested” ratio, with 1.0 being breakeven and anything above this being
“profit.”
A program with a Benefit/Cost ratio of less than 1.0 would be analogous to driving a
car from Austin to Dallas to refuel. There are reasons that may override the necessity of
a positive Benefit/Cost test. The test might be measuring a social program such as lowincome weatherization. It might also be measuring a pilot program that is not mature.
But in general, efficiency programs are meant to cost justify themselves.
TGS has a history of operating programs that fail Benefit/Cost tests. The discussion
below details problems in the current budget year, though this misspending is not a
recent occurrence. Assuming an administrative multiplier of about 18% on the budget,
this amounts to a waste of $1.8 million annually for the next 3 years, or $5.5 million
total.
3.2. Failing Programs in Proposed 2022-2024 Budget
3.2.1. Clothes Dryers
TGS give rebates of between $225 and $325 per unit (plus administrative costs for the
rebate program), for (allegedly) installing efficient gas clothes dryers. The company
claims that they replace electric clothes dryers, which consume more energy than gas
clothes dryers and cost more money to operate.
There is also a $300 rebate offered to incentivize a gas supply line. However, in the
company’s own budget, it estimates that only 5% of existing homes convert from
electric to gas. The rest are “gas to gas” replacements or purchases.
These incentives are in addition to bill savings of about $700 over the life of a gas
clothes dryer compared to an electric unit.
The rebate does require that new gas dryers
have a moisture sensor, which will save about
$1.31 a year in fuel. So these rebates have a
payback in most cases of between 172 and 248
years for an appliance expected to last 13 years.
(With administrative costs added, the payback is as long as 285 years.)
Moreover, since a customer can participate in rebates as often as every 3 years, and
there are no limitations for a customer with an existing clothes dryer with a moisture
sensor from participating, it is plausible that even this tiny savings potential will be
missed by some customers receiving rebates.
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The company claims all new homes for which it provides clothes-dryer rebates would
otherwise use an electric dryer. This claim has never been substantiated. It is highly
unlikely that a new home builder will go to the expense of hooking up to the gas utility
system only to use a gas clothes dryer because of the rebate. Rather, the new gas home
will typically use gas for all heating requirements (space, water, range, pool, dryer).
This clothes-dryer rebate program wastes between $186,000 and $428,000 per year
depending on how rebates for new homes are evaluated. If administrative costs are
considered, it wastes between $220,000 and $506,000.

3.2.2. Tankless Water Heaters
TGS gives rebates of $650 (plus administrative costs
for the rebate program) for tankless, also known as
instantaneous, water heaters. These units employ
increased combustion efficiency to save energy.
Also, since there is no storage tank, there are no
storage losses as heat dissipates through the tank
walls over time.
Given the extensive work-related costs that are
necessary, particularly in Residential retrofits, the
relatively small amount of energy used for water
heating in a residence, and the periodic scale cleaning required to maintain the
increased energy efficiency of tankless units, most will not pay for themselves. (See
discussion in the section 3.3.)
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Loose scale inside the elbow of the tankless water heater using unsoftened water
According to receipts provided by the gas company, the average cost of the unit is
about $3,500 more than a conventional water heater. The incremental savings, about
$400 in fuel over the life of a tankless unit, will never pay back the increased costs.
Even these meager monetary savings may be lost if scale cleaning costs are high.
Advocates of tankless units suggest that one of their positive attributes is longer life.
They claim they last 20 years, instead of 13 years typical of gas tank units. However, a
review of TGS receipts identified 116 units that were replaced after the major Texas
freeze in February of 2021. TGS ratepayers paid $89,000 in rebates and program
administrative costs so the customers could replace tankless the water heaters they
already owned.
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Tankless Water Heater Rebates With No Savings
After Winter Storm, 116 Tankless Rebates for Replacing Tankless Units

Savings
When Tankless Unit
Replaces Tank Unit

No Savings When
Tankless Replaces
Tankless
$89,000 in
Imprudent
Expenditures
While tankless water heaters may be a valuable energy-saving appliance in a
laundromat or all-night restaurant, they are inappropriate and too expensive in almost
all Residential settings. They are more of a luxury item for wealthier customers who
want “continuous” hot water that may be interrupted with storage units. Most of these
tankless units will never pay for themselves.
This program wastes about $848,000 a year; it wastes $1,002,000 if administrative costs
are added.
3.2.3. Central Furnaces
TGS provides incentives for customers who
install central furnaces with an AFUE higher
than the national standard of an AFUE of 80%.
These range from 92.5 to 99% AFUE, with a cost
premium of at least $480 for the lower-rated
units and as high as $1,862 for the higher-rated
ones.3
This kind of equipment will not pay for itself in
fuel savings over the life of the equipment in the
relatively mild winter climates of the Southern U.S. It is more appropriate for states
along the Canadian border…and Canada.
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This program wastes about $280,000 a year; it wastes $331,000 if administrative costs are
added.
In summary, these three programs will waste as much as $1.8 million a year for each of
the next 3 years, or about $5.5 million for this three-year period. This follows wasteful
spending patterns in previous years

TEXAS GAS SERVICE REBATE MISSPENDING 2022

Tankless Water Heaters
Central Furnaces
Dryers – Retrofit
Dryers – New Homes
TOTAL

Rebate Cost
$848,000
$280,000
$186,000
$241,875
$1,555,875

Cost With Administration
$1,002,000
$331,000
$219,851
$285,894
$1,838,745

3.3. Violation of Conservation Adjustment Clause Rate
In order to assess if the energy efficiency programs are cost effective, the City of Austin
Office of Telecommunications and Regulatory Affairs (TARA) is required by the
Conservation Adjustment Clause tariff that passed in 2018 to hire a consultant to
conduct Benefit/Cost analyses of the programs.4 TARA did this only once in 2020, but
has not hired a consultant for any other year. More concerning is the one Benefit/Cost
analysis that was conducted had major shortcomings that justified TGS misspending,
which was the exact opposite of its intended purpose.
• It is not apparent that the City’s consultant reviewed receipts of the rebates or
conducted local surveys of contractors that would provide the real-world cost of the
measure.
• The consultant cost-justified tankless water heaters by assuming equipment life
almost 50% longer than a conventional water heater. Since 116 tankless units were
damaged in the freeze that took place in February 2021 and were replaced with
equipment also given rebates by TGS, there is some doubt as to whether increased
lifetime really occurs.
• The consultant did not factor in maintenance of tankless water heaters. Such
expensive costs are assumed in the most recent Energy Information Administration
report on Residential appliance costs.5 The scaling problem is so pronounced that a
solution is currently being studied by a research consortium of gas utility companies.6
(TGS is currently not a member of this consortium.)
• The consultant assumed that all gas clothes dryers replaced electric clothes dryers,
which does save some substantial amount of energy and money. However, TGS
assumes in its budget that the majority of rebates are given to customers replacing their
existing gas dryer with another gas dryer.
When adjustments for these problems are made to the consultant’s analyses, the TGS
menu of programs failed the Benefit/Cost test.
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TARA will not make adjustments to its 2020 consultant study.
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4. Renewable Natural Gas
In Febuary 2020, the Austin City Council requested that TGS
become a partner in reducing regional carbon emissions by
passing a Resolution calling for a resource and strategy
evaluation of alternatives to petroleum-based natural gas.7
In July 2020, TGS released a consultant report it
commissioned on the potential use of Renewable Natural
Gas (RNG) in its Central Texas system, including biogenic
sources such as landfills and wastewater facilities. The
report concluded that there were enough RNG resources in
Central and greater Texas to eventually provide all of the fuel necessary for its Central
Texas system. In theory, this would dramatically reduce greenhouse emissions.
However, the report has numerous shortcomings. Overall, the report’s release is as
much of a diversion from solving regional emissions as it is a solution.
4.1. Unrealistic Expectations
The TGS report suggested that there were enough RNG resources in Texas to provide
more than 100% of its needs, and that most of these resources were in Central Texas.8
This finding contrasts greatly with other studies of RNG potential for the U.S. and other
states.
United States – National Renewable Energy Laboratory: 1.5-15%9
United States – American Gas Foundation 2019: 6-13% of total U.S. 2020 U.S.
consumption10
California: 4% of 2015 gas consumption.11
Colorado: 5.5% of 2017 gas consumption.12
Oregon: 4-20% of 2017 gas consumption.13
Washington State: 5% for average use between 2013 to 201714
Moreover, much of the RNG potential that the TGS report identified was from thermal
gasification of various biomass resources. At this time, there is not a single commercial
biomass gasification unit operating anywhere in the U.S.
Another way to contrast the TGS report is actual production and future RNG projects
that have been announced. In 2020, about 2/10ths of 1% of U.S. gas consumption was
provided by RNG. This is expected to rise to about 9/10ths of 1% by 2025.15
4.2. High Cost
The TGS report stated the profoundly high predicted cost of RNG supplies very early in
the report. They range from $9.90 to $56.10/Million BTUs depending on the type of
renewable gas. The cost of gas for TGS between 2017 and 2020 was $3.95/Million BTUs.
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Using the midpoint of these ranging RNG costs of $33, if 100% RNG was substituted in
the TGS-Austin service area, average Residential bills would increase $1,095, or a net
increase of 206%.
Other utilities that are experimenting with voluntary RNG programs (similar to Austin
Energy’s GreenChoice voluntary green electricity purchasing program) are predicting
large bill increases for participants.
Vermont Gas Service offers a voluntary rate, with an RNG adder of $12.42 per MCF.
Customers can choose increments of RNG at 10%, 25%, 50%, and 100%. If the adder
cost were applied to TGS at 100% of consumption, it would raise the cost of a
Residential bill by 88%.
SoCalGas is implementing an RNG tariff amounting to $17.94 per MCF, compared to
the average cost of gas of about $4.16 over the last year.16 87% of this is the cost of fuel,
with the balance being program costs. If applied to Austin, it would double Residential
gas bill.17 Customers can also buy increments of RNG at 10%, 25%, 50%, and 100%.
Such RNG premiums may increase if demand increases. The “low-hanging fruit” from
lower-cost RNG sources will disappear and higher-cost sources will have to be sought.
4.3. Questionable Methane Justification
The TGS report has strongly suggested that methane reduction is an added benefit to
using RNG. As example, anerobic digestion of animal manure captures methane that
would ordinarily be vented into the atmosphere. Methane is a much more potent
global warming gas than carbon dioxide. Though methane degrades into CO2 over
time, on a 100-year time scale, methane is at least 25 times more potent.18
What the report does not state is that anerobic digestion is not the only way to process
animal manure. It can be processed aerobically, with greatly reduced methane
emissions, through composting.
Hence, the consultant’s assertion is not fully justified.
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4.4. Limited Vehicle Fuel Market
The TGS report suggests that transportation markets are a good entry point for the
company’s efforts to pilot RNG. Transportation fuels currently carry a net cost
premium of 300% compared to heating fuel typically sold by gas utilities. They also
benefit from federal tax credits, and in California, state tax credits. (It is possible for
Texas RNG producers to virtually sell their fuel to California markets.)
However, the extremely high cost of RNG will not be able to compete with the
conventional natural gas in most other end uses. Moreover, transportation fuels make
up a barely noticeable sliver of the overall gas market. In 2020, national use of natural
gas for transportation was only 2/10th of 1% of total consumption. In California, it was
1.1%. In Texas, it was 3/100ths of 1%. In fact, Texas’ already meager gas use for vehicle
fuel fell by 75% between 2015 and 2020.
4.5. No Solar Fuels Research
While TGS has championed RNG as a way to decarbonize its utility, it has completely
ignored another strategy, “solar fuels.”
This term comprises several technical strategies that employ renewable energy to create
alternative fuels, or to displace them. These include:
• Direct use of solar for industrial process heating, supplemented with natural gas for
intermittent weather;
• Using the high heat of Concentrating Solar Power to disassociate hydrogen from
water;
• Using catalysts to disassociate hydrogen from water in the presence of sunlight;
• Using renewable electricity for electrolysis to disassociate hydrogen from water.

Solar photocatalytic water splitting
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Many of these technologies are in the Research & Development stage at this time. Past
a point, their costs cannot be predicted. However, there is the possibility that some of
them could be less expensive than RNG, which in a very real sense, is unaffordable if
purchased at more than a symbolic level.
There is no indication that TGS will fund research on solar fuels. Nor is there any
indication of research on direct air capture technologies that can remove carbon from
the atmosphere.
It is common for both gas and electric utilities to place money into Research &
Development, including advanced clean-energy and energy-efficiency technologies.
Gas utilities have several such organizations, including the Gas Technology Institute,
Utilization Technology Development, and the Northeast Gas Association/NYSEARCH.
However, it is not apparent that TGS is a contributing member to them.
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5. Solutions
This position paper has detailed various policies of Texas Gas Service that work against
the environment and the consumer. In an effort to remedy the current situation, the
following suggestions are offered as constructive alternatives.
5.1. Eliminate Frivolous Conservation Programs
Beginning with the next budget year, TGS should not be allowed to spend ratepayer
money on energy-efficiency programs that do not save more money than they cost.
Exceptions can be made for low-income programs and pilot programs. The definition
for this metric should be defined by the Total Resource Cost Test of the California
Standard Practices Manual.
Annual analyses of the cost effectiveness of conservation programs should be
conducted by the staff at Austin Energy who already conduct such studies, with
reimbursement for this service provided by TGS.
5.2. Creation of a Community Benefit Charge for Texas Gas Service
There is no indication that TGS spends any money on clean-energy research.
The gas company spends only about $100,000 a year on low-income assistance, in
contrast to Austin’s municipal utilities that spend between $20 million and $30 million a
year on various programs of this kind. Even accounting for the larger revenues of
Austin’s utilities, TGS low-income funding is woefully inadequate by comparison.
TGS conservation programs are currently funded with a line item on gas bills called the
Conservation Adjustment Clause. In contrast, since 2013, Austin Energy has funded a
more inclusive Community Benefit Charge (CBC) that includes conservation, solar
rebates for buildings, bill assistance for low-income ratepayers, and streetlighting.
TGS should switch to a CBC as soon as possible. At a minimum, it should fund
conservation programs, income-verified assistance to the poor, and research on solar
fuels and direct air capture. Since research on new technologies is in the company’s
own self-interest, TGS should spend company money to match the contributions from
ratepayers.
Money saved by eliminating frivolous Residential energy conservation programs could be
repurposed for the new CBC. In addition, a small surcharge should be levied for
commercial and industrial customers as well.
To ensure that solar-fuels research money is spent well, recipients of ratepayer-funded
solar fuels research money should be selected by an office of the City of Austin such as
the Office of Sustainability.
An additional goal of establishing research funding is to encourage other local
governments to create similar efforts. A larger pool of research funds would increase
the chances of success for nascent carbon reduction technologies.
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5.3. Competitive Bid for Franchise

TGS operates in the Austin city limits by permission granted through a license or
franchise that is periodically renewed. The current TGS franchise expires in 2026, and
negotiations will probably begin in about 2023.
The City of Austin should offer the new franchise though a competitive bid to all gas
companies. The winner of the franchise would be the company that best reflects
Austin’s community values, offers Austin’s consumers the best rates, offers the City of
Austin the best economic compensation, and aligns with the City’s recently adopted
Climate Equity Plan.
If another utility were chosen for the next franchise instead of TGS, they would have to
compensate TGS for the ownership of its system.
5.4 Deemphasize Renewable Natural Gas
Emphasize Solar Fuels
The current TGS position on biogenic RNG serves as a diversion to reducing
greenhouse emissions. The resource, as defined by the company itself, is too expensive
for widespread consumer acceptance in large volumes. Allowing several years to create
a voluntary pilot program for RNG will not do much to solve the immediate crisis of
climate change.
And the RNG strategy completely ignores solar fuels that may be developed in the
future. Solar fuels can also be criticized for currently being too abstract and expensive.
Yet most of biogenic RNG plan for the gas company relies on thermal gasification of
biomass, which is not commercialized at this time.
The urgency of global warming requires that all strategies that are available be
deployed. However, RNG should, at best, only be considered a very small first step
and not an end game.
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