
 

 

 





 
Texas Investment in Consumer Agencies Pays Off Big 

Agencies Show Big Bang for the Buck, and Why Independence is Priceless 
 
In attempting to fix Texas’ budget shortfall, lawmakers and even Gov. Rick Perry have 
toyed with the idea of shortchanging Texas consumers by eliminating or defunding 
consumer agencies, specifically the Office of Public Utility Counsel (OPUC), Office of 
Public Insurance Counsel (OPIC) and Office of Public Interest Counsel at TCEQ (OPIC-
TCEQ). Taking the budget meat-axe to these agencies would save, even by proponents’ 
claims, only a few million dollars, which is a mere 0.005 percent of the state’s $27 billion 
deficit.  
 
These agencies outperform many other government investments in a “bang for the buck” 
analysis of money spent compared to cost savings directly to Texas consumers; they have 
saved consumers hundreds of millions of dollars a year. OPUC has saved more than a 
billion dollars in the past five years. For fiscal year 2010, on a budget of only $1.67 
they saved consumers $188.6 million: a savings of $112 to the consumer for every 
dollar in its budget. Similarly, OPIC saved consumers $330 million since 2009 on a 
budget of only $1 million, or $165 in savings for every dollar spent.  
 
The elimination of OPIC would mean increased insurance rates— already has the highest 
in the nation in Texas. Elimination of OPUC would also mean higher phone and telecom 
rates. Texas can’t afford to cut these vital services, and any lawmakers that do so are 
voting for an indirect energy, telecom and insurance “tax” on their constituents. 
 
 

Consumer Agencies Save Texans Money 
 
The Office of Public Utility Counsel alone has saved Texas consumers more than $1 
billion in the last five years. Its intervention in electrical rate cases has brought costs for 
consumers down by hundreds of millions of dollars every year for consumer cases it 
represented.  
 

 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 

Contested Cases 53 48 46 56 50 

Projects/Rulemakings 41 34 45 61 65 

Appeals 14 13 11 7 8 

Savings to consumers  

(in millions of dollars)* 
$861.8 $167.9 $113.9 $426.9 m $188.6 m 

*Full breakdown of savings available at end of report 

 



 
 

 
 
Since 2009, the Office of Public Insurance Counsel reviewed 2,050 auto and residential 
property insurance rate filings. It objected to 97 of them because of lack of financial or 
actuarial support or produced rates, which were either discriminatory or overly profitable 
compared to the amount of coverage provided. During this time, OPIC represented 
consumers in six rate hearings. 
 
OPUC is proposed for the next two fiscal years to have a total of 15 full-time employees 
and an annual budget of $1.5 million.  Their budget for the past several years has ranged 
between $1.67 and $1.8 million. Assuming a continuation of OPUC’s average savings to 
customers of $200 million per year, the continuation of OPUC saves Texas consumers 
$133 for every dollar in their budget. 
 
Meanwhile, OPIC has just 10.5 full-time employees and a budget of $1 million. Since 
2009, OPIC saved consumers more than $330 million on their insurance, or a savings of 
$165 for every dollar spent. 
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Ending Consumer Protection Will Not Fix the Budget 
 
The budget deficit is merely a pretense for eliminating vital consumer protections, as the 
fiscal impact is minimal. The combined budgets of OPIC and OPUC are $2.5 million, 
equaling less than 0.01 percent of the budget deficit.  
 
-

 
 
Meanwhile, these consumer protections are supposed to be paid for by an assessment on 
utilities and insurance policies, meaning that the agencies are more than self-sustaining in 
terms of revenue. Section 16 of the Utilities Code requires all electric providers pay one-
sixth of a percent assessment on their gross receipts. The comptroller has estimated1 this 
amount to be 

 2011 $64,641,000 
 2012 $67,698,000 
 2013 $70,124,000 

 
While these funds are placed in general revenue, they are specifically for the purpose of 
implementing the programs under the Utilities Code. OPUC’s total budget will equal 
approximately 2.2 percent of these funds for 2012 and 2.1 percent for 2013. 
 
Based on a recent rate case with ETI, OPUC estimates that the average cost of the total 
assessment paid by consumers based on usage is:  

Residential (1,000 kWh): $2.47 per year, 21 cents per month 
          Residential (1,500 kWh): $3.70 per year, 31 cents per month 
              Residential (2,000 kWh): $4.94 per year, 41 cents per month 
 
             Small Commercial (1,000 kWh): $3.18 per year, 27 cents per month 
             Small Commercial (5,000 kWh): $15.91 per year, $1.33 per month  

Small Commercial (10,000 kWh): $31.82 per year, $2.65 per month 

                                                 
1 http://www.window.state.tx.us/taxbud/bre2012/ 

OPIC $1 m (< .01%) 

OPUC $1.5 m (< .01%) 

Remaining $26.99 b 
deficit 

Percentage of Texas deficit closed by eliminating  
Consumer Protection Agencies  



 
 

 
Similarly, in this case, it estimates the cost savings per customer by class and 
consumption: 
 
               Residential (1,000 kWh): $144.87 per year, $12.07 per month 
               Residential (1,500 kWh): $217.30 per year, $18.11 per month 
               Residential (2,000 kWh): $289.74 per year, $24.14 per month 
 
               Small Commercial (1,000 kWh): $1,819.63 per year, $151.64 per month 
               Small Commercial (5,000 kWh): $9,098.15 per year, $758.18 per month 
     Small Commercial (10,000 kWh): $18,196.31 per year, $1,516.34 per month 
 
This means for every dollar families or small business spent on consumer protection in 
their electric bills, they save, on average, $58 for families and business owners save $572.   
 

Eliminating Consumer Protection is a Tax on Ratepayers 
 
Texans have historically been averse to high taxes and big government, as people oppose 
taxes because they feel like they have little say in how rates are set and how their money 
is spent. Elimination of consumer protection would drive up rates for insurance, 
energy, phones and other telecommunication as industries would no longer have 
consumer watchdogs questioning their rate hikes. Consumers can’t afford to intervene in 
rate cases, nor are they generally aware of them until after the fact and they see their rates 
change. Therefore, increasing rates is no different than a tax. And since consumers are 
required to carry insurance if they have a mortgage on their home or drive a car, and 
because consumers all use at least some electricity, increasing rates through affecting 
appropriations is taxing consumers to help close the budget deficit. Whether it is a 
property tax increase or a homeowner’s insurance rate increase, whether it’s another 
surcharge tacked onto an electric bill or a rate increase, the consumer pays and the effect 
is the same. 
 
Furthermore, since consumers pay for these programs as part of their rates, eliminating 
consumer protection is like raising taxes by those millions of dollars and having it go into 
general revenue without getting the intended benefit. It’s like paying the school tax or the 
road tax and not getting a school or a road, instead shunting the money to pay for 
something else.  
 

Independence is Priceless 
 
Having an independent budget and staff means that one agency can truly be independent 
from another government agency. Where agencies like the Texas Department of 
Insurance, Public Utilities Commission and State Office of Administrative Hearings are, 
in many cases, asked to balance the needs of regulated industries with the needs of 
consumers, having a sub-agency underneath that umbrella always means they will fill an 
agency function rather than being an independent voice for consumers.   
 



 
 

Insurance Commissioner Mike Geeslin has recommended keeping OPIC in operation on 
numerous occasions.  He recently told the House Insurance Committee, “It is my 
recommendation that you have a separate entity [OPIC] … that can represent consumers 
as a class.” Additionally, the Sunset Advisory Commission reviewed OPIC in both 2008 
and 2010, both times recommending that the legislature re-authorize the agency. 
 
Meanwhile, the Office of Public Interest Council at TCEQ works for the executive 
director of the agency. Ultimately, employees for OPIC-TCEQ are responsible to the 
executive director, not to the consumers they are supposed to represent in water-rate 
cases and pollution complaints.     
Furthermore, OPUC has the ability to appeal adverse decisions by the PUC.  While they 
only do this in limited cases and these are subject to review by the Attorney General, 
without this important safety valve, residential and small business customers would have 
no right of appeal to reverse a particularly harmful decision. 
 
So, while having an independent agency is vital to protecting consumers’ interests, it is 
worthwhile to note what occurs when no entity is specifically tasked with representing 
consumers. Natural gas rate cases, heard at the Railroad Commission, have no consumer 
mandate or function attached to them. In a recent study by the Atmos Cities Steering 
Committee, the commission found that Texans had been overcharged tens of millions of 
dollars in natural gas rates2. In some cases, the internal auditors at the Railroad 
Commission were recommending one rate based on the industry’s arguments, and then 
setting rates as much as double the recommended amount. It found: 
 

 
 
In short when consumer protection is eliminated, this is what would happen to electric 
and insurance rates under the proposed cuts or if agencies were made less independent. 
 

Why Texas Needs an Independent Consumer Agency 
 
If there is to be a reform and reorganization at the state’s consumer agencies, it ought to 
be towards making them more robust and better able to intervene on behalf of consumers 
more often. Aside from the rate cases mentioned above, OPUC also represents 

                                                 
2 http://texasgasconsumers.org/natural_gas_consumers.pdf  

“In all or nearly all major rate cases in recent years, the (Railroad) Commission has 
amended the recommendations of its own hearing examiners in such a way as to favor 
the utility’s interests to the detriment of residential ratepayers. 
 
The agency and its leaders place little emphasis on its rate-setting and consumer 
protection responsibilities. Only once in the last dozen years has it required a natural 
gas utility in a major case to lower its rates. 
 
Insufficient resources have been devoted to the protection of consumers in ratemaking 
proceedings.” 



 
 

consumers’ interests in various rulemakings at the PUC. OPIC has reviewed 1,511 
property and casualty forms, including homeowner and auto policies, and identified 87 
forms that were illegal, unfair, deceptive or unclear. This included policies that illegally 
required consumers to purchase uninsured motorist bodily injury and uninsured motorist 
physical damage coverage. The agency also identified and stripped policy language that 
required consumers to submit to mandatory binding arbitration. 
 
The PUC is designed to be similar to a judicial body- weighing the cases of all interested 
parties. Without OPUC to represent residential and small business consumers, the only 
side the PUC will hear are from the large industrial customers and utilities who can 
afford representation. Small business and residential customers, the largest consumer 
classes, would not be represented and have their side properly heard. 
 
When it comes to rate-cases, Texas consumers are getting a real bargain. Utilities will 

generally spend anywhere from $700,000 to $8 million on legal fees per rate case. 
OPUC, with its small number of employees and relatively miniscule budget, 
creates real value against much better funded industry advocates. 
 
Because of the success of the OPUC and OPIC model, the Sunset Advisory staff 
made a supplemental recommendation to expand OPUC to include jurisdiction 
over water and wastewater utilities, transferring that function away from OPIC-
TCEQ.  Not only would this clear up considerable confusion in government 
alphabet soup, but would use the more proven model to protect the interests of 
consumers.  
 



 
 



 
 

 



 
 

 



 
 

Savings to Consumers Resulting from OPIC Actions 
FY 2009 - 2011 

 
 Date Closed Case / Project ID Description of Action Calculated 

Savings 
1 11/17/2008 2008 TWIA Rate Hearing OPIC presented testimony at the hearing that resulted in 

rates lower than TWIA requested. 
$445,050 

 
 
2 

 
2/19/2009 

2008 Workers Compensation 
Rate Hearing 

09-0556 

OPIC presented testimony at the hearing that W/C rates were 
excessive by at least 15%. Subsequent Commissioner’s 
Order reduced rates by 10%. 

 
$258,129,828 

 
3 

 
8/4/2009 

Fidelity Casualty & Surety 
Homeowners Rate Filing 

09-1194 and 09-1195 

Informal discussions between the company, OPIC and TDI 
resulted in the withdrawal of a filing for increased policy 
fees. 

 
$230,700 

 
4 

 
8/14/2009 

USAA Homeowners Rate Filing 
09-1453 

Company filed for lower rate subsequent to OPIC objection. $22,260,279 

5 8/19/2009 2009 TAIPA Hearing 
09-0471 

OPIC presented testimony at hearing that resulted in lower 
rates than TAIPA requested. 

$164,302 

6 11/16/2009 State Farm Lloyds 2003 
Homeowners Case – Remanded 

06-071 * 

OPIC provided evidence in the record that was adopted in 
Commissioner’s Order 09-0927 increasing the amount of 
premium overcharge to be refunded. 

 
$110 million * 

 

 
7 

 
11/16/2009 

2009 Texas FAIR Plan Filing  
09-1478 

Subsequent to OPIC’s objection, the Commissioner 
disapproved the FAIR Plan’s rate increase request. Order 
No. 09-0924 

 
$7,858,785 

 
8 

 
1/11/2010 

Texas Farmers Homeowners 
Rate Filing 09-1202 

Subsequent to OPIC objection TDI, OPIC and Farmers 
agreed to Consent Order 10-0017 reducing rates. 

 
$18,998,634 

 
 
9 

 
 
1/11/2010 

Farmers Insurance Exchange 
Initial Homeowners Rate Filing 

10-0156 

Initial filing for new NextGen rate program was contingent 
on settlement of Texas Farmers filing in Consent Order 10-
0017. Rate levels for the new program were reduced 
proportionally. 

 
$5,193,014 

 
10 

 
2/4/2010 

AAA Homeowners Filing 
Settlement 
09-1218 

OPIC objected and negotiated a reduction in the proposed 
rate with the company. 

 
$672,948 

 
11 

 
4/8/2010 

Foremost Lloyds of Texas 
Homeowners Rate Filing 

10-0378 

Subsequent to OPIC objection, an agreement was reached 
between TDI, OPIC and Foremost for a reduction in the rate 
proposed. 

 
$4,258,446 

 
12 

 
6/30/2010 

Hartford Lloyds Homeowners 
Rate Filing 

10-0157 

Subsequent to OPIC objection, TDI, OPIC and Hartford 
agreed to Consent Order 10-0602 reducing rates and 
providing for overcharge refunds. 

 
$734,215 

 
13 
 

 
6/30/2010 

Property Casualty Insurance Co. 
of the Hartford Homeowners 

Rate Filing 
10-0306 

Subsequent to OPIC objection, TDI, OPIC and Hartford 
agreed to Consent Order 10-0603 reducing rates and 
providing for overcharge refunds. 

 
$8,862,693 

 
14 

 
10/29/2010 

2010 TAIPA Rate Hearing  
10-1290 

OPIC presented testimony at hearing that resulted in lower 
rates than TAIPA proposed. 

$1,317,330 

 
15 

 
11/4/2010 

2008 Title Rate Hearing 
08-1680 * 

OPIC provided evidence in the record that was adopted in 
Commissioner’s Order 10-0960 resulting in lower title rates 
than the industry proposed. 

 
$105,831,504 * 

 
16 

 
11/24/2010 

Fireman’s Fund Homeowners 
Rate Filing 

10-0671 & 10-0673 
 

OPIC objected and negotiated a reduction in the proposed 
rate with the company. 

 
$981,647 

17 11/10/2010 2010 Workers Compensation 
Rate Hearing 

11-0342 

OPIC filed comments and actuarial analysis that rates were 
excessive. Subsequent Commissioner’s Order reduced rates 
by 7.4%. 

 
TBD 

 
18 

 
2/14/2011 

 
2010 NCCI Workers 

Compensation Loss Cost Filing 

Subsequent to OPIC objection and actuarial analysis an 
agreement was reached between TDI, OPIC and NCCI 
reducing the aggregate level of NCCI’s loss cost filing by 
6%. 

 
 

TBD 

19 2/22/2011 Liberty Lloyds of Texas 
Dwelling Rate Filing 

11-0923 

Subsequent to OPIC objection, the company withdrew the 
filing. 

 
TBD 

 Total All Cases  $545,939,375 

 
 

 
Total  

Excluding Cases Under 
Appeal 

  
$330,107,871 

 
*  Commissioner’s Order is presently under appeal. 
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