Next Texas Energy Boom: Solar
by Russell Gold
Aug. 21, 2015: Fort Stockton, Texas – A new energy boom is taking shape in the oil fields of west Texas, but it’s not what you think.  It’s solar.
Solar power has gotten so cheap to produce—and so competitively priced in the electricity market—that it is taking hold even in a state that, unlike California, doesn’t offer incentives to utilities to buy or build sun-powered generation.
Pecos County, about halfway between San Antonio and El Paso and on the southern edge of the prolific Permian Basin oil field, could soon play host to several large solar-energy farms responsible for about $1 billion in investments, according to state tax records.
On a recent day, contractors for OCI Solar Power LLC erected posts for a solar farm that will be the size of more than 900 football fields.  First Solar Inc. was negotiating to lease an adjacent property, its 2nd project in the county.  Last year, the Arizona company began capturing sunlight on 400,000 black solar panels in a separate project, converting the abundant sunlight into about 30 MegaWatts (MW) of power.
SunEdison Inc. has presented plans for its own utility-scale solar farm to county commissioners.  Recurrent Energy, a subsidiary of Canadian Solar Inc., is readying another site nearby for construction.
State incentives in California, Nevada and North Carolina helped fund the construction of many large-scale solar farms, designed to sell electricity into those local power grids.  But in Texas, while there is federal financial support for such projects, there are no state subsidies or mandates that encourage solar power.
Texas currently has only 193 MW of large-scale solar arrays, enough to power about 40,000 Texas homes on a summer afternoon.  But the Electric Reliability Council of Texas, the operator of the power grid that covers most of the state, expects between 10,000 MW and 12,500 MW of solar-generating capacity to be installed by 2029.  That is roughly equal to the size of all solar farms currently operating in the U.S.
Texas’ growth will be driven by falling prices, said Warren Lasher, ERCOT’s director of system planning.  By the end of the decade, he said, “Solar is going to become one of the most cost-effective sources of electricity on the grid.”
In 15 years, ERCOT predicts between 3% and 9% of its electricity generation will come from the sun, though that could be slowed by low natural gas prices, according to the grid operator and energy company officials.
West Texas “is flat, the land is open, available and cheap, and there is a lot of sun” said Raiford Smith, vice president of corporate planning for CPS Energy, a city-owned utility in San Antonio.  “It is an ideal place for putting solar.”
Another reason for the boom: Texas recently wrapped up construction of $6.9 billion worth of new transmission lines; many connect West Texas to the state’s large cities.  These massive power lines enabled Texas to become, by far, the largest U.S. wind producer.  Solar developers plan to move electricity on the same lines, taking advantage of a lull in wind generation during the heat of the day, when solar output is at its highest.
The cost of big-scale solar projects is also plummeting, making them competitive in the state’s low-price power market.  Last year, municipal utility Austin Energy signed a contract with Recurrent Energy to build a 150-MW solar facility in Pecos County, making it one of the largest solar farms in the country.  On a sunny summer afternoon, the facility could provide more than 5% of the city’s power needs at a price—$50 per MW-hour (5¢/kWh)—considerably below other solar projects.
In July, Austin Energy announced bids for a new round of solar construction that were below $40 a MW-hour.  “We had a feeling the bids would be a little lower, but we were surprised,” said Khalil Shalabi, vice president of energy markets operations and resource planning at the utility.
In the afternoon, the average wholesale power price in the Texas electric grid’s western zone for the past year has been $35.43 a MegaWatt hour, according to data from the grid operator.  Over the coming years, these wholesale prices are expected to rise, creating more opportunity for solar farms to be profitable.  In a heat wave, ERCOT rules allow wholesale prices to spike up to $9,000 a MW-hour, creating the potential for large windfalls for solar farms and other power generators.
Local officials have welcomed solar developers, offering 10-year tax abatements.  “It is good for the county, because we get a decent addition to our tax base,” said Joe Shuster, Pecos County’s chief executive.
Construction is moving quickly at the OCI Solar facility.  It sits in a wide valley, surrounded by mesas topped with hundreds of wind turbines.  100 workers were hard at work drilling holes and anchoring posts in the dry ground.  The posts will support individual solar arrays.  “This is like a giant assembly line,” says Billy Chapman, the construction manager for OCI Solar, a subsidiary of Seoul, South Korea-based OCI Company Ltd.
A veteran of the U.S. Navy and construction giant Bechtel Corp., Mr. Chapman built natural-gas fired power plants around the world, before taking a job constructing arrays of solar panels.  “I’m not one of those big tree-hugging people,” he said, guiding a pickup around the OCI Solar site.  “In places like this, where there is nothing going on, where there is lots of land, solar makes sense.”
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