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Prince George's and Montgomery, and a small section of Arlington
County, Virginia. In addition, PEPCO supplies all of the bulk
power requirements of SMECO.

The three principal regions which directly or indirectly
comprise PEPCO's service area have widely divergent characteris-
tics,. The District is a highly urbanized environment of
government and commercial office buildings and large apartment
complexes. The suburban Maryland region is a more affluent,
largely residential area, with a large retail trade sector. The
Southern Maryland region, which is served only indirectly by
PEPCO, is largely rural and small town, though with some
suburban development.

The distinguishing aspect of the PEPCO area economy is the
virtual absence of any significant manufacturing activity. In
fact, PEPCO is the only large utility in the nation without a
large industrial load. That fact, along with the predominance of
air conditioning in the Washington area, accounts for the
relatively low system load factor which PEPCO has experienced
over the years. The main "industry" in the area served by PEPCO
is the federal government. Thus, the lack of a manufacturing
base coupled with the federal presence tends to insulate PEPCO
sales from the effects of the business cycle, Whereas the
nationwide unemployment rate in 1982 was 9.7 percent, the
Washington area averaged only 5.5 percent (9).

Table I-13 indicates the employment patterns within the
Washington Metropolitan Area for selected years. These figures
should be viewed cautiously since the geographic coverage of
these data includes certain areas outside of the PEPCO service
area (e.g., Northern Virginia), and it excludes Southern
Maryland. It nevertheless serves as a useful guide.

Over the past decade and a half major employment gains have
taken place, but the sectoral shares have been remarkably
stable. The only noticeable change has been a tendency in recent
years for the service/finance sector to displace government
employment. That tendency is, however, not dramatic and has
little effect on energy demand. Manufacturing, which occupies
roughly 20 percent of employment nationwide, accounts for less
than 4 percent of Washington area jobs. Moreover, even this
small amount tends to be in such activities as printing and food
processing which use little energy. The combination of govern-
ment and services/finance dominate employment in the Washington
area comprising nearly 7@ percent of the total.
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Table I-13. Employment by Sector Washington, D.C. Areaf(2)
{Thousands)

1982 (b) 1973 (b)

Sector Number Percent Number Percent
Manufacturing 58.8 3.7% 45,2 3.6%
Construction 65.8 4.2 77.9 6.2
Transportation/ 73.2 4.6 61.6 4.9

Utilities
Trade 299.6 8.9 247.1 19.7
Services/Finance 557.2 35.2 348.9 27.7
Government 529,2 33.4 _477.1 37.9
Total 1,583.8 100,90 1,257.8 100.0

(a) Data from Ref. 9.
(b) Figures are for April of indicated year.

Table I-14 demonstrates the extent to which power demand
growth rates on the PEPCO system have fallen since 1973. Prior
to that year, sales were growing by more than 8 percent per
year, and have since slowed to slightly over 2 percent per year,
Peak demand growth has fallen even more dramatically, revealing
a slight tendency for PEPCO's very low annual load factor to
improve over time. The pattern of growth in the residential and
general service class is similar. (See also Figure I-6.) Sales
to SMECO continue to grow fairly rapidly as the Southern
Maryland region continues to undergo a gradual suburbanization
process.

Table I-14. Growth in Energy and Peak Demand on the PEPCO
system(@) (Thousands of Mwh)

Annual Growth Rates

1966 1973 1982 1966-1973 1973-1982
Residential 1,978 3,529 4,095 B8.6% 1.7%
Nonresidential 5,661 9,704 11,882 8.0 2.3
Sales to SMECO 330 755 1,140 12.6 4.7
Total 7,969 13,988 17,117 8.4 2.3
Peak Demand (MW) 2,123 3,680 4,146 8.2 1.3

Load Factor 46 .5% 46 .7% 50.0%

(a) Data from Ref. 3 and 4.
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There are several identifiable factors accounting for the
decline in demand growth. Although some economic development in
the Washington area has occurred in recent years, it has done so
at slower rate than in the past. Population growth, in particu-
lar, has slowed considerably. Moreover, much of the Washington
area development which has occurred in recent years has been
outside of the PEPCO service area -- i.e., in Northern Virginia
and the extremities of Prince George's and Montgomery counties.
The District's population, which is entirely served by PEPCO,
has been declining in absolute terms. Also, it has been hypothe-
sized that PEPCO residential and commercial customers have
already achieved a very high level of air conditioning satura-
tion (which represents a large percentage of the Company's
load), and the growth opportunities from further saturation may
be modest. Finally, it is likely that the combined effects of
higher prices and conservation programs also have substantially
contributed to this demand growth rate reduction.

m e i a

DP&L serves directly or indirectly the Delmarva Peninsula
-— a geographic region which includes the entire State of
Delaware, the Maryland Eastern Shore and two Virginia countijes.
This region contains about 5,788 square miles and a population
of 860,000, Electric service is also furnished to households and
businesses on the Peninsula by one other, very much smaller,
privately owned utility (Lincoln & Ellendale); by nine municipal
electric utility systems~; and by three rural electric coopera-
tives., DP&L itself serves directly almost 88 percent of the
retail electric load on the Peninsula; and it generates more
than 90 percent of the bulk power consumed. DP&L has a larger
role in generation than in retail sales, because it provides
indirect service to much of the load served by the other
distribution utilities. Dover, Delaware and Easton, Maryland are
the only other systems generating significant quantities of
power, and they buy (and sell) power on an interchange basis
with DP&L. Thus, all utilities operating on the Peninsula are
fully integrated with DP&L.

Some energy is also generated by industrial companies for
their own use. Dupont's Seaford nylon plant generates most of
the power it consumes and purchases back-up power from DP&L. A
small amount of energy from the Getty 0il Company's joint
steam-electricity facility is produced in excess of refinery
requirements and is sold to DP&L.

Except for a major manufacturing and urban center in and
around Wilmington, the Delmarva Peninsula is a largely rural
region. An important food processing industry has developed in
recent years as a natural complement to the region's agricultur-

luntil recently the Maryland towns of St. Michaels and
Centreville operated their own municipal electric system.
Currently those two towns are now served at retail by DP&L.
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al activity. In addition, there are several popular ocean and
Bay resorts, the largest being Ocean City, Maryland. Maryland
comprises only about one quarter of DP&L's total load, and
virtually all of the heavy manufacturing on the Peninsula is in
Delaware, The Virginia service territory is very small and
accounts for less than 5 percent of total Peninsula power
demands.

The economy of the Peninsula, as well as the differences
among the three states there, can best be understood by examin-
ing employment patterns as shown below on Table I-15 for the
year 1977. U.S. breakdowns are included on this table as a
benchmark.

Table I-15. Employment Shares by Major Sector on the Delmarva
Peninsula, 1977(a)

Delaware Maryland Virginia ngzﬁgilg u.s.
Agriculture 2.3% 14.6% 12.0% 4.9% 3.6%
Manufacturing 26.2 21.5 26.8 25.1 21.7
Trade 19.4 21.4 13.4 19.6 20.4
Government 18.7 15.9 19.7 18.0 16.7
Other 33.4 30.6 28.1 32.4 37.6

{a) Data from Ref. 140.

Table I-16. Customer Class Shares of Electricity D?mand On the
Delmarva Power and Light System, 1981(a

Total

Delaware Maryland Virginia Peninsula U.S.
Total Sales (Thousands of Mwh)

5,226 1,835 294 7,358 2,147,101
; ! istril , | .
Residential 27.3% 45,8% 42 ,8% 32.1% 33.6%
Commercial 24 .4 34.0 39.8 27.1 24.0
Industrial 47 .6 19.5 16.8 40.8 38.5
Other g.7 g.7 .6 #.8 3.9

(a} Data from Ref., 11.
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This table suggests that the structure of the Delmarva
economy is similar to the rest of the nation. However, these
sector definitions are extremely broad and tend to hide impor-
tant differences among the various portions of the Peninsula.
For example the most important manufacturing industry in the
Maryland service area is food processing, an activity which does
not use large quantities of energy. By contrast, chemicals, an
extremely energy intensive industry, dominates manufacturing in
Delaware. Thus, within these employment categories are major
differences in economic activity which are themselves expressed
in electricity demand. This is shown below in Table I-l6.

The obvious differences are in the industrial energy sales
category. Delaware's industry uses 47.6 percent, whereas in
Maryland and Virginia the industrial sector accounts for less
than 20 percent of total electricity usage. On the other hand,
Maryland and Virginia have very large residential sectors.

Clearly, a precipitous decline in energy sales and peak
demand growth rates has taken place since 1973. (See Table I-17
and Figure I-7.) This tendency can be explained by the various
forces which have operated nationwide --sluggish economic
growth, responses to higher energy prices and so forth. But a
prominent part of the explanation lies in the stagnant indus-
trial power demands. (Note that 1982 industrial sales were
actually below those in 1973.) The long-run outlook for heavy
manufacturing industry in Delaware is one of virtually no
growth. Because of the importance of this sector, overall system
demand growth will be restrained.

Table I-17. Growth in Energy and Peak Demand on the Delmarva

Power and Light System(a) (Thousands of MwWh)
ate

1966 1973 1982  1966-1973 1973-1982
Residential 839 1,638 2,026 19.5% 2.4%
Commercial 1,825 1,368 1,730 9.8 2.7
Industrial 1,518 2,513 2,256 7.6 -1.2
Total 3,638 6,756 7.:249 9.2 a.8
Peak Demand 661 1,489 1,523 10.8 0.3

(MW)

Load Factor 67.8% 55.8% 58.5%

(a) Data from Ref. 3 and 4.
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The Powe stem

APS is a holding company whose principal operating subsi-
diaries are The Potomac Edison Company (PE), The Monongahela
Power Company (MP) and The West Penn Power Company. These three
companies serve a sprawling, largely rural service territory
which extends over five states, approximately 86 counties and
29,000 squares miles., Approximately 2.6 million people live in
this geographic region. The rural nature of the system is
attested to by the fact that the largest city in the APS service
territory, Parkersburg, West Virginia, has a population of about
44,000,

Potomac Edison operates in western Maryland, the eastern
West Virginia panhandle, and the northwestern portion of
Virginia. Monongahela Power serves the northern half of West
Virginia and a small area in eastern Ohio along the Ohio River.
West Penn serves the southwest and central areas of Pennsyl-
vania. The relative sizes of the three companies are shown in
Table I-18,

On the basis of energy sales, West Penn is the single
largest portion of the system; PE and MP are approximately equal
in size. The Ohio and Virginia service areas of APS are quite
small compared to those in Maryland, Pennsylvania and West
Virginia. From the above table it is apparent that power demands
in the various areas have been growing at different rates.
Between 1965 and 1982, PE grew by 7 percent per year compared to
less than 4 percent for West Penn. The rather extraordinary
growth in Maryland is partly explained by the establishment of
the Eastalco Aluminum Company plant in 1978 near Frederick. As
of 1982, that single customer represented nearly a third of the
Maryland load and approximately a fifth of the total Potomac
Edison load.

Table I-18. APS Retail Energy Sales, 19g82(a)
{Thousands of MWh)

1965-1982
Annual
ompa Sales % of APS Growth Rate
Potomac Edison 7,414 26.9% 7.0%
Monongahela Power 7,266 26.4 4.2
West Penn 12,864 46.7 3.1
APS 27,548 100.0 4.3

{a) Data from Ref. 12.
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It should also be noted that APS serves several municipals
and cooperatives in its service territory on a wholesale basis.
In 1982 the APS companies sold 788 thousand MWh to 13 resale
customers, the largest being Hagerstown, Maryland. However,
those sales represented only about 2.6 percent of the System's
energy sales.

APS serves a vast rural region containing small towns and a
few small cities. Despite the absence of large cities in the
service area, agriculture is relatively unimportant (less than
6 percent of total employment) compared to heavy manufacturing.
APS serves a rather large industrial load due to the predomi-
nance of electricity intensive industries in the area such as
steel, aluminum, chemicals, glass and coal mining. The employ-
ment shares shown below on Table I1-19 demonstrate that the
structure of APS service area economy 1is not atypical of the
rest of the nation.

Table I-19. Employment Shares by Major Sector, 1977(a)

Potomac Monongahela West

Edison Power Penn APS _US
Agriculture 7.2% 6.1% 4.8% 5.9% 3.6%
Mining .7 6.3 4.1 3.9 0.9
Manufacturing 23.9 15.6 24 .4 21.8 21.7
Trade 19.2 21.8 16.8 18.6 20.4
Government 15.2 16.3 16.2 16.9 16.7
Other 33.7 33.9 33.7 33.8 36.7

{a) Data from Ref. 1.

These figures demonstrate that agriculture and coal
mining are far more important activities in the APS service area
than nationwide; but employment shares in the other major
sectors compare rather closely with those of the U.S. Even
though the manufacturing share is virtually identical to the
U.S. average, manufacturing activity in this region has been
disproportionately concentrated in the energy intensive indus-
tries. As of 1977 nearly 75 percent of the industrial electrici-
ty sales revenues came from a few, very energy intensive
industries -- coal mining; stone, clay and glass; primary
metals; paper and chemicals., Nationwide, these industries
account for about 58 percent of industrial electricity sales
revenues. The downturn in these industries helps to explain the
sharp decline experienced by APS in its industrial sales
category.
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