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The utilities have been studying and are in the initial stages of implementing
conservation programs (i.e., programs that significantly reduce total energy use).
PEPCO has recently obtained approval for programs with financial incentives
designed to encourage the installation of energy-efficient lighting for commercial
customers and air conditioners for residential customers. DP&L is implementing
a commercial lighting program on a pilot basis.

Due to its high load factor and winter-peaking nature, APS (including PE) has
found peak shaving programs to be unattractive. Instead, APS encourages its
customers to improve the weatherization of homes and commercial buildings, to
insulate water heaters, and to use high-efficiency lighting systems in commercial
buildings. These are measures designed to reduce demand over many, if not
most, hours of the day rather than just the hours of maximum demand.

A detailed discussion of the DSM programs currently being offered may be found

in the 1989 Ten-Year Plan of Maryland Flectric Utilities prepared by the Maryland
PSC. That report describes the major programs and their anticipated impacts.

PPE Forec

The load forecast, an essential part of the resource planning process, is used to
evaluate future adequacy of service. However, it has also been an area of great
uncertainty. PPER has been conducting its own forecast studies on a regular
basis in order to provide an independent assessment of the need for new capacity.
Since the utilities tailor their capacity plans to their customers' power demands,
PPER conducts these studies separately for each of the four major utility systems
to monitor the adequacy of service in Maryland.

The forecasts prepared by PPER for annual peak demand in the years 1989
through 2004 are presented on Table 2-8. These forecasts were prepared using
sets of econometric models or equations. Once the models are developed, it is
necessary to formulate assumptions concerning population growth, local area
economic growth, changes in electricity prices, appliance stocks, and other key
determinants of demand. The forecast depends to a large degree on these
assumptions.

Table 2-9 presents a comparison between PPER's and the utilities’ peak demand
forecasts for the years 1995 and 2003. The PPER forecasts tend to be somewhat
lower than those prepared by PEPCO and APS. By 1995, the PPER forecast
exceeds PEPCO's by 169 MW; but by 2003, PEPCO's forecast exceeds PPER's
forecast by 314 MW. Similarly, the PPER forecast is 79 MW lower than the APS
forecast in 1995, and is 569 MW lower than APS' forecast for 2003. In the case of
BG&E, the forecasts diverge, with PPER projecting more rapid load growth over
the entire period. PPER's forecast for DP&L is initially lower, but becomes
slightly higher by the year 2003. These differences serve to emphasize the
importance of demand growth uncertainty in planning for reliable electric
service,
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Table 2-8
PPER systemwide peak demand forecasts
(megawatts)
Year DP&L®@ BG&E® PEPCO®)  APS()
1989 2,162 5,321 5,288 6,214
1990 2,169 5,534 5,383 6,291
1991 2,204 5,747 5,519 6,427
1992 2,247 5,889 5,608 6,546
1993 2,298 6,024 5,693 6,653
1994 2,349 6,174 5,776 6,751
1995 2,396 6,324 5,841 6,842
1996 2441 6,477 5,876 6,926
1997 2,491 6,642 5,895 6,989
1998 2,542 6,813 5,902 7,039
1999 2,596 6,920 5,909 7,081
2000 2,652 7,174 5911 7,116
2001 2,708 7314 5,909 7,174
2002 2,767 7,464 5,911 7,236
2003 2,824 7,626 5,920 7,299
Annual rate of h (percen

1989-1996 1.75 2.84 1.52 1.56
1989-2003 1.93 2.60 0.81 1.16

(@ Includes adjustments for demand-side management and interruptible
loads.

(®)  Includes peak demand reduction from PEPCO's energy use management
(ETUAMl) programs in place in 1989 and PEPCO's proposed or approved new
EUM. Total peak estimated demand reductions due to PEPCQO's EUM
programs increase from 288 MW in 1990 to 1,217 MW in 2003.

(@  Includes adjustments for demand-side management and interruptible
loads; forecast is currently being revised.
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‘Table 2-9

PPER vs. company-prepared load forecasts
(megawatts)

APS(=) BG&E® DP&L®  PEPCO®)

1995
PPER 6,842 - 6324 2,396 5,841
Company 6921 2970 2427 5.672
Difference (79) 354 (31) 169

2003
PPER 7,299 7,626 2,781(c) 5,920
Company 7.868 6.930 2,727 6.234
Difference (569} 696 54 (314)

Source: Tables 2-3 through 2-8.

(a) Includes adjustments for demand-side management and interruptible
loads.

(®) Includes peak demand reduction from PEPCO's energy use management
(EUM) programs in place in 1989 and PEPCO's proposed or approved new
EUM programs. Total estimated peak demand reductions due to PEPCO's
EUM programs increase from 672 MW in 1995 to 1,217 MW in 2003.

(¢) PPER's forecast for 2003 for DP&L is 2,824 MW. This has been adjusted
downward on this table by 43 MW, for comparison purposes, to reflect the 50
MW capacity sale to rural electric cooperatives served by DP&L. DP&L
reflects this load adjustment in its official forecast.
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Assessing Future Adequacy of Service

Serving customer demands with a high degree of reliability and at a reasonable
long-run cost are the utility planner's primary goals. Reliability means that the
utility will have available the power supply resources needed to meet customer
demand at all hours of the year. Utilities also prefer, to the extent practical, to
avoid the high cost of acquiring and maintaining more resources than needed to
meet their minimum reliability standards. Other planning criteria include
financial feasibility, environmental impacts, and accommodating risk and
uncertainty.

Uncertainties associated with power supply require the utilities to maintain
sufficient "reserve capacity,” or generating capacity in excess of annual peak
demand. These uncertainties include: (a) forced outages of generating units
during periods of high demand; (b) the difficulties inherent in predicting peak
demand; and (¢) unforeseen problems in adding new resources. The target
reserve margin of a utility depends on a variety of factors, including the
characteristics of the load that it serves, the strength of its interconnections with
other utilities, the type and size of its generating units, and its forced outage
experience. Based on these factors, Maryland's utilities employ the following
target reserve margins for planning purposes (PSC 1989; DP&L 1990; PEPCO
1990):

APS - 25 percent
BG&E - 18 percent
DP&L - 15 percent
PEPCO - 16 percent

Figure 2-3 illustrates the margin between the major Maryland utilities' installed
capacity and peak demands, according to utility projections, through 2003 on a
combined basis. Figure 2-4 shows the corresponding reserve margins in
percentage terms for the same time period.

BG&E and DP&L adhere to PJM standards in setting their planning reserve
targets. PEPCO uses several studies and indicators, one of which is the PJM
standard, for that purpose. How much reliability a utility system should provide
is largely a matter of judgment, and the PJM pool uses the "one day in ten years"
standard -- a degree of reliability consistent with the statistical likelihood that
demand would not exceed capacity (including potential purchased power) more
often than one day in ten years (NERC 1989). As a result of applying this
standard, PJM has established a pool-wide desired reserve margin of 22 percent.

An assessment of future adequacy of service (and potential excess capacity
problems) must go beyond the projected reserve margins, however, and consider
the vulnerabilities of the plans. The most obvious area of uncertainty is the load
forecast. Despite very rapid growth during the last few years, Maryland's utilities
are projecting relatively slow rates of growth in peak demand -- less than two
percent per year in each case. Whether this slow growth takes place depends
upon the local service area economies, electric rates, and the willingness of

225

www fastio.com



(0Dd3d pue “18da ‘38949

‘sdy) saninn puejhrep Jolew 1o} Ajroeded pue puewap yead |ejo) payoaloid  “g-g ainbid
puBa] yBad v foeden \I
' AN
Jeap
£00Z 2002 1002 0002 6661 8661 L6G} 9661 S661 ¥66! €66} 2661 1664 0661 686} BB6L
0 - _ I _ | _ _ _ _ _ | _ | _ | { | 0
m e l.lm
—01
-~
o 2
1]
a
z
oz =
~62
il oc

2-26

icﬂ) wavw fastio.com




suoyoafold Aynn uo paseq (00d3ad
PuE “1'8dd ‘3899 ‘SdV) seniun puejliepy pauiquod ay) 1o} suibiew anasay  “y-g ainbig

{
1e9
€002 2002 100¢ 0002 ©666f B661 /661 9661 G661 Y661 €661 Z661 1661 0661 6861 886l 0
— 01
t~
&
p ]
aQ
i1
2
— 02
ot -

ClibPD




[@)3)

.

customers to undertake conservation and participate in demand-side
management programs voluntarily. These projected growth rates are well below
historic growth trends (particularly since the mid-1980s) and the load growth
currently projected by PPER.

The unexpectedly rapid load growth in recent years has led to a problem of low
reserves, at least in the short run, for DP&L, BG&E, and PEPCO. Even using
company projections of relatlvely slow load growth, projected 1990 reserve
margins are expected to be less than 12 percent for the three compames Using
the PPER projections, reserves would be even lower. The companies are taking
important actions to ensure adequacy of supply in 1991. During that year the 642
MW Brandon Shores Unit 2 enters service, PEPCO obtains 375 MW from its Chalk
Point project (and 84 MW from SMECO), and DP&L adds the Hay Road 3 unit.

There is also uncertainty on the supply side. APS is relying very heavily over the
next five years on NUG sources to serve load growth. The development of much of
that capacity is uncertain due to ongoing litigation. APS has included a
"contingency” capacity allowance to cover the possibility that some of that capacity
may not go forward, but the contingency is only 50 MW. At present, NUG plays
only a minor role in the PEPCO and BG&E resource plans, while DP&L plans to
add 129 MW of base load NUG capacity in 1996 through a competitive bid
solicitation.

The new sources of supply currently include the 642 MW Brandon Shores Unit 2
(BG&E), substantial additions of gas-fired combustion turbine or combined cycle
units (PEPCO, BG&E, and DP&L), and purchased power (PEPCO and BG&E).
There appear to be no unusual reliability concerns with these resources.
Combustion turbines and combined cycle plants have relatively short lead times,
and can quickly accommodate resource plan changes.

In assessing the risks described above (particularly with load growth), it is
necessary to examine the flexibility provided by the supply plans. The Maryland
utilities promote their flexibility with (a) mothballed capacity; (b) altering the
timing (and amount) of new combustion turbine capacity; and (¢) exercising
purchased power options. APS has placed its Springdale and Mitchell units, oil-
fired steam generating units, in cold storage reserve status. It has done so
because it presently has sufficient capacity to serve its load, and because the
Springdale and Mitchell units are relatively expensive to operate. APS plans to
reactivate these units during the period 1994 to 1997, but if its peak load grows
faster than expected, their return to service can be accelerated as needed.

The resource plans submitted by the utilities in 1990 to the Maryland PSC indicate
that reserves generally will be adequate through 2003, but there are a number of
risks. For all four Maryland utilities, reserve margins are currently below
desired levels. With subsequent resource additions, the margins will rise to near
the target levels. PEPCO's margin should be at or above the target 16 percent
minimum by the mid-1990s, although that result depends upon the assumption of
substantial savings from DSM programs.
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