
Why Does Texas Need Solar?

Pearce W. Hammond, Jr., C.F.A.
Director, Institutional Research

Simmons & Company International



Pearce Hammond, CFA   |  713.546.7269  |  phammond@simmonsco-intl.com

2

Texas Needs Power!

Reserve Margin Challenge in 2011 - 2013

Source:  Electric Reliability Council of Texas
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Current Texas Power Mix – as of Dec. 2007
Installed Capacity Power Generation
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Texas Power is Expensive

• I pay 14¢ / kwh
• Offers on-line range from 13.1¢ - 17.0¢ / kwh
• EIA National

– 10.64¢ - Residential
– 9.67¢ - Commercial
– 6.36¢ - Industrial
– 9.40¢ - All sectors

• EIA Texas
– 11.79¢ - Residential
– 9.86¢ - Commercial
– 7.72¢ - Industrial
– 9.89¢ - All sectors

• Texas is a gas-fired state!  Power is likely to get more expensive.
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Commodity Prices

Source:  Bloomberg.

Natural Gas at $10/Mcf  –  $70/MWh, or 7¢/kwh dispatch cost
Natural Gas at $20/Mcf  –  $140/MWh, or 14¢/kwh dispatch cost
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Cantarell Oil Field
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Coal Prices

Source:  Bloomberg.

CAPP Front Month Contract Pricing ($/ton)
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Uranium Prices

Source:  Bloomberg.

+830% since 2002
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Capital Cost to Build a Power Plant

• Nuclear:  $4,000 - $6,000 / kw
• Coal IGCC:  $3,500+ / kw
• Wind:  $1,800 - $2,000 / kw
• Nat Gas CC:  $800 - $1,000 / kw

• Key Cost Inputs
– Steel +65% y/y
– Copper +27% y/y
– Labor
– Cement

• Permitting time?

• Water?
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Texas has had Big Success with Wind

• 4,356 MW installed, or 27% of total U.S.

Source: AWEA.

Megawatts of Installed Utility-Scale Wind Power as of 12/31/07
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Texas has had Big Success with Wind

• Solar can be a compliment

• PV
– Located at customer – transmission savings
– Tracks a peak load – saves on natural gas

• Solar Thermal
– Some dispatchability
– Tracks a peak load
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Texas is a Good State for Solar
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Is it Unreasonable to Assume that Grid Electricity Costs Could
Reach 20+ cents / kwh?
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Bottom Line

• Solar Should be Considered

• Fuel diversification

• Distributed generation

• Tracks a peak load

• Creates jobs
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Questions and Answers
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