
 

 

GLO STATE POWER PROGRAM:  BACKGROUND & SUMMARY 
 
HISTORY – A program to weather the transition 
In 1999, the 76th Legislature (Regular Session) passed SB 7 enacting the competitive electric marketplace in 
Texas. The central tenet of that legislation is that market forces should drive innovation, efficiency, and 
competitive prices for the benefit of consumers.1 Even so, the legislation also authorized2 the General Land 
Office (GLO) to sell electricity to Public Retail Customers (PRC’s)3 
 

At the time of SB 7’s implementation there was concern that near-term prices could sharply increase for 
consumers but, over the long-term, prices would fall over time as conditions stabilized. The GLO program was 
intended to provide a low-cost option for government entities to soften the initial shock of deregulation.4 
 

The GLO program to sell electricity operates as the State Power Program (SPP). The GLO also conveys or sells 
gas to PRC’s through the State Gas Program (SGP). The SPP and SGP are administered under The State Energy 
Marketing Program (SEMP) at GLO.  
 
PRESENT DAY – A program past its prime 
The Texas retail electric market has stabilized and become one of the most innovative and vibrant electric 
markets in the U.S. However, the GLO program continues, well past the period of stabilization, and is now itself 
in direct competition with private companies while leveraging distinct non-market advantages, including: 
 

• Exemption on the gross receipts tax (GRT)5 on all sales - The SPP sells electricity only in the ERCOT 
competitive market.  Any PRC not contracting with the GLO SPP for electricity, in ERCOT competitive 
market, pays the GRT. Retail electric providers now assert that they are underbid by GLO by 
approximately two percent each time they compete for a government contract in a competitive area of 
the state.6 

• PRCs do not have to bid electric contracts when contracting with the GLO SPP - which could result in 
public retail customers not receiving the most competitive offer or “best deal” on electricity – which 
means tax dollars are not being fully utilized. 

 

During his testimony on the original GLO amendment to SB 7 in the 76th Legislature, Land Commissioner David 
Dewhurst estimated a cost savings of approximately 5-10% on PRCs electric rates.  Additionally, in a February 
23, 1999 Fort Worth Star Telegram article, he estimated revenue from this program to be between $50-200 
million annually.  In 2014 GLO asserts SPP power prices offer a savings of 2-3 percent over traditional 
competitive retail rates, roughly in line with GRT exemption savings.7 Proceeds from the SPP are contributed to 
PSF and have averaged $7 million annually.   

                                                        
1 Senate Research Center Analysis SB 736 as filed 
2 Statutory Authority is granted in Subchapter D of the Utilities Code: Section 35.102  STATE AUTHORITY TO SELL OR CONVEY POWER OR NATURAL 

GAS.  (a)  The commissioner, acting on behalf of the state, may sell or otherwise convey power or natural gas generated from royalties 
taken in kind as provided by Sections 52.133(f), 53.026, and 53.077, Natural Resources Code, directly to a public retail customer regardless of 
whether the public retail customer is also classified as a wholesale customer under other provisions of this title 

3 state agencies, public universities, public school districts, political subdivisions, military installations and veterans affairs facilities 
4 Senate Research Center Analysis SB 736 as filed 
5 GRT is assessed on a per capita basis in incorporated cities and towns with a maximum rate of 1.997% for cities with 10,000 or more in 

population. 25% is dedicated to the School Foundation Fund.  Municipal and Cooperative electric providers do not pay GRT, nor does GLO SPP 
compete in these areas. 

6 Senate Research Center Analysis SB 736 as filed 
7 Message-For-You-George-P—Bush, Supra 


