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I. INTRODUCTION

This report constitutes the Maryland Public Service Commission's (Commission or PSC)
Ten-Year Plan (2005 - 2014) of electric companies’ operating in Maryland. The Ten-Year Plan
is submitted annually by the Commission to the Secretary of the Department of Natural
Resources in compliance with Section 7-201 of the Public Utility Companies Article (PUC
Article), Annotated Code of Maryland. 1t is a compilation of information pertaining to the long-
range plans of Maryland's electric companies. This report also includes summaries of major
events that have or may affect the electric utility industry in Maryland in the near future.

Section II addresses the status of competition in Maryland’s electric and gas markets at
the retail level. The Electric Customer Choice and Competition Act of 1999 (Electric Act)®
enabled the restructuring of the electric industry, by infer alia, deregulating the generation of
electricity and allowing electric customers to choose a retail electricity supplier. The Natural
Gas Supplier Licensing and Consumer Protection Act of 2000 (Gas Act)’ established explicit
oversight of gas suppliers by the Commission. Both the Electric Act and the Gas Act provide for
specific consumer protection rules for customers choosing a supplier other than the local
distribution utility. This section also discusses the results of the first auctions pertaining to
electric companies that resulted from the Standard Offer Service proceedings (Case Nos. 8908
and 9037) and gives an update on the competitive activities of licensed electricity and gas
suppliers.

Section III provides information on distribution reliability in Maryland, including utility
responses to major storms and blackouts. Topics covered also include the management of
distribution outages and regional distribution and transmission planning throughout the various
regions of the State.

Section 1V presents data and information on generation (including Certificates of Public
Necessity and Convenience and CPCN exemptions) and transmission activity in Maryland and
affecting its regional transmission organization (RTO), PJM Interconnection, LL.C (PIM)*. In
the current restructured environment, the Commission must increasingly take a regional
approach in its mission to ensure adequate generation and a robust transmission grid. A summary
and update of recent issues and activities at PJM is also included in this section. Issues that
received a great deal of attention in 2005 included the filing of PJIM’s Reliability Pricing Model
(RPM) for capacity markets and the formation of new transmission planning working groups to
consider how PJM processes can build major interstate transmission corridors. In 2005, two new
regional organizations were formed: ReliabilityFirst, to ensure transmission reliability; and the

Section 1-101(h) of the Public Utilities Companies Article defines an “electric company” as a “person who
physically transmits or distributes electricity in the State of Maryland to a retail electric customer” with certain
exceptions for self-supply or generating electricity on-site.

> See PUC Atticle §7-504 et seq.

> See PUC Atticle §7-601 et seq.

PJM is the RTO for the electric grid in the Mid-Atlantic region and ensures its reliability by coordinating the
movement of electricity in all or in parts of Delaware, Illinois, Indiana, Kentucky, Maryland, Michigan, New
Jersey, North Carolina, Ohio, Pennsylvania, Tennessee, Virginia, West Virginia and the District of Columbia.
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Organization of PJM States, Inc. (OPSI), to foster discussion and cooperation among the utility
regulatory commissions and agencies in the PJM region.

Section V provides a summary of utility efforts since January 1, 2005, to implement
conservation programs and to promote and utilize renewable resources and cogeneration.
Implementation of the Renewable Energy Portfolio Standard Legislation is a significant topic
that is discussed in this section.

Section VI presents information on national energy issues that have an impact on
Maryland. Important topics this year include the passing of the Energy Policy Act of 2005
(EPAct 2005) by the United State Congress and the impacts of the severe Gulf of Mexico
hurricanes on commodity prices and energy infrastructure.

Finally, the Appendix contains a compilation of data provided by Maryland’s electric
companies, including the number of customers, sales by customer class, and typical utility bills,
as well as forecasted peak demand and electricity sales over the next fifteen years, by utility. It
also includes a list of all licensed electric and natural gas suppliers and brokers in Maryland and
planned transmission enhancements for each utility.

The map of Maryland below shows a geographic breakdown of the State’s regulated
electric utilities. In all, there are four investor-owned systems, six municipal systems, and four
electric cooperative systems, two of which are rate-regulated.

Electric Utilities
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II. RETAIL CUSTOMER CHOICE IN MARYLAND

The Electric Customer Choice and Competition Act of 1999 established the legal
framework for the restructuring and revised regulation of the electric industry in Maryland. The
Electric Act altered the Commission’s role relative to electricity generation and provided that
retail electric choice would be available to all customers.

Although this report is specifically directed to electric companies with some attention to
electricity suppliers, it is helpful to mention natural gas activities also, since many of the
electricity suppliers/brokers are also natural gas suppliers/brokers.5 On May 18, 2000, the
Natural Gas Supplier Licensing and Consumer Protection Act of 2000 was enacted. The Gas Act
directed the Commission to “adopt licensing requirements and procedures for gas suppliers that
protect consumers, the public interest, and the collection of all state and local taxes.” 6

A. Movement to Retail Electric Choice in Maryland

As of July 1, 2000, all retail electric customers of investor-owned utilities in the State of
Maryland were given the opportunity to choose their electric supplier. As of July 1, 2003,
customers of Maryland’s electric cooperatives have had the right to choose suppliers under a
separate schedule adopted by the Commission. Customers of Maryland’s municipal electric
utilities will be allowed to choose suppliers on a timetable established in part by the municipal
electric utilities. Under the Electric Act utilities are required to offer Standard Offer Service
(SOS) for a period of not less than four years. On July 1, 2004, the temporary rate caps and
freezes that went into effect due to electric restructuring were lifted for many utility customers.
In Case No. 8908 (discussed later in this section), the Commission established the framework for
supplying market-based SOS, and the first electric procurements were conducted during 2004.

The introduction of competition into the electric industry provided the potential for
significant benefits to electricity customers. Some reasons for moving to a competitive electric
market were to:

e Put downward pressure on costs, thus providing consumers with the lowest possible
electricity prices;

e Allow all customers the opportunity to select their electricity supplier;
Provide incentives for the creation and development of innovative products and services;

¢ Ensure reliability by creating a competitive market structure that provides power plant
developers and owners with the necessary economic incentives to ensure that additional
generating facilities will be planned and built when needed; and,

e Attract new business development, retain existing businesses, and enhance overall
economic growth.

As of November 30, 2005, the Commission has issued 37 electricity supplier licenses, 18 electricity broker
licenses, 36 natural gas supplier licenses, and 5 natural gas broker licenses; among these, 17 companies had
both electricity and natural gas licenses (see Appendix Table A-7).

% PUC Article §7-603(b).



Electric service is currently available to many classes of Maryland customers via SOS. Among
the four large investor owned utilities (IOUs)’ only residential customers of BGE and Allegheny
continue to receive service through fixed price power supply tariffs offered by Maryland’s
electric companies pursuant to settlements filed with the Commission in its electric restructuring
dockets.

In response to customers' inquiries regarding active licensed electricity suppliers in
Maryland, the Commission sent out a notice on June 15, 2004, to all licensed electricity suppliers
requesting that they indicate whether they are actively seeking new customers. The Commission
approved changes to the appearance of the Electricity and Natural Gas Supplier lists that appear
on its website. The revised website now allows customers to search for suppliers by service,
customer class, and service territory. These searches replaced the prior static lists that grouped
all electricity and natural gas suppliers together in separate master lists. The Commission
recognized that a supplier's "Actively Seeking" status may change from time to time and wanted
to make the process as interactive and timely as possible. The Commission has received
responses from several electricity suppliers indicating that they are actively seeking new
customers. As of November 30, 2005, the following list indicates the number of companies in
Maryland that have voluntarily registered on the Commission's website as actively soliciting new
customers in any service territory: 2 serving residential load, 14 serving industrial load, 16
serving commercial load, and 5 serving other types of load (such as government).

On September 9, 2004, the Commission sponsored its first Electric Supplier Orientation
Conference in order to continue to promote retail competition in Maryland. This event attracted
nearly one hundred attendees representing more than 40 organizations including licensed and
prospective Maryland suppliers, staff from the Commission and other State agencies, PJM, and
customer groups. The conference updated attendees on the status of Electric Choice, provided
guidance on the steps needed to become a licensed supplier or broker, and informed them about
consumer protections and other changes to the Code of Maryland Regulations (COMAR). The
Commission is considering holding a second Retail Electric Supplier Conference during 2006.

B. Status of Retail Electric Choice

By Order No. 75608, in Case No. 8738 issued September 10, 1999, the Commission
approved the procedures developed by the Supplier Authorization Working Group to license
electricity suppliers and electric generation services providers in Maryland pursuant to §7-507 of
the Public Utility Companies Article. The licensing process approved by the Commission
requires an applicant to provide proof of:

e Technical and managerial competence;
e Compliance with applicable requirements of the Federal Energy Regulatory Commission

(FERC), and any ISO or transmission operator to be used;

e Compliance with applicable federal and state environmental laws and regulations that
relate to the generation of electricity; and,
¢ Financial integrity and qualification to do business in the State of Maryland.

The four IOUs in Maryland are The Potomac Edison Company d/b/a Allegheny Power (AP or Allegheny),
Baltimore Gas and Electric Company (BGE), Delmarva Power & Light (DP&L or Delmarva), and Potomac
Electric Power Company (Pepco).



On July 12, 2002 the Commission published in the Maryland Register regulations
governing electric and gas supplier license requirements. Numerous comments were received by
the public comment date of August 12, 2002, and final regulations were adopted in 2003. Table
1 below shows the number of accounts and the percentage of peak load obligation served by
electricity suppliers for each of the major distribution utilities in Maryland. Recent statewide
trends continued during 2005. While the percentage of peak load obligation served by electricity
suppliers dipped once again for residential customers, this decline was more than offset by more
switches away from the utilities to electricity suppliers by mid and large sized customers.
Electricity suppliers now serve approximately half of the peak load for all types of commercial
and industrial customers and 27% of peak load for all customers.

Table 1: Electric Choice Enrollment in Maryland

Number of Customers Served by Electricity Suppliers

Utilities | Residential | Small C&I° | Mid C&I’ | Large C&I" | AllC&I | Total
AP 0 41 278 54 373 373
BG&E 30 1,058 2,270 574 3,902 3,932
Delmarva 155 1,566 204 83 1,853 2,008
Pepco 28,470 3,861 3,438 410 7,709 36,179
Total 28,655 6,526 6,190 1,121 13,837 42,492

Percentage of Peak L.oad Obligation Served by Electricity Suppliers

Utilities | Residential | Small C&I | Mid C&I Large C&I | All C&I Total
AP 0.0% 1.1% 22.6% 54.8% 31.2% 13.7 %
BG&E 0.0% 1.9% 30.6% 92.9% 51.4% 27.5%
Delmarva 0.1% 8.2% 32.3% 96.0% 43.2% 20.4%
Pepco 7.5% 15.0% 30.1% 87.6% 53.9% 33.0%
Total 1.9% 4.1% 30.0% 88.2% 49.9 % 27.0%

Source: Public Service Commission of Maryland, Electric Choice Enrollment Monthly Report, Month Ending
October 2005. The Electric Choice Enrollment Report is updated monthly and can be obtained at the following
website: http://www.psc.state.md.us/psc/home.htm.

COMAR 20.53, which pertain to consumer protections for residential customers, became
fully effective during 2005. The Consumer Protection Regulations contain the requirements of
previous Commission orders with adjustments, where appropriate, to accommodate development

8 Small C&I customers are commercial or industrial customers with demands less than or equal to 50 kW for AP,
60 kW for BGE and Delmarva and 25 kW for Pepco. These customers are eligible for "Type I" fixed price

utility Standard Offer Service if they do not switch to a supplier.

Mid-sized C&I customers are commercial or industrial customers with demands greater than the level for small
C&I service (Type I SOS) for each utility but less than 600 kW. These customers are eligible for "Type II"

fixed price utility SOS if they do not switch to a supplier.

See discussion of Case No. 9037 to see which

customers will be eligible for either Type II-A or Type II-B SOS for the June 1, 2006 to May 31, 2007 period.

' Large C&I customers are commercial or industrial customers with demands equal to or greater than 600 kW.
These customers are no longer eligible for “Type III” SOS and receive hourly priced service (based on PIM
hourly LMP) if they do not switch to a supplier.



in the supplier markets that has occurred since the issuance of those orders. The Consumer
Protection Regulations address the following issues: privacy policies, non-discrimination
requirements, responsibility for enrollment and the problem of unauthorized enrollment, methods
of advertising and contracting, minimum contract requirements, billing and payment posting
priority, and contract cancellation.

As a complement to COMAR 20.53, the Commission is currently considering two sets of
regulations that would pertain to competitive electricity suppliers and competitive gas suppliers
and their relationship with non-residential customers. These regulations also address certain
supplier-utility coordination issues. Work on the proposed regulations is the ongoing subject of
Commission Rulemaking RM 17. The regulations have not yet been approved for publication.

During 2005, the Commission continued to meet with representatives of utilities, their
affiliates and third party energy suppliers that are competitors of utility retail affiliates, and the
Maryland Office of People’s Counsel (OPC) in a series of meetings to draft new regulations to
regulate the relationship between utilities and their affiliates. These proposed regulations, which
contain a code of conduct for utilities and affiliates, are designed to promote competitive supply
markets and to ensure utilities do not subsidize their affiliates. The proposed regulations, which
are the ongoing subject of Commission RM 15, have been published in the Maryland Register,
but not yet finally adopted.

C. Standard Offer Service - Case Nos. 8908/9037, 8985, and 8987

The Commission established Case No. 8908 for the purpose of investigating options for
the competitive provision of SOS to electric customers once the obligation imposed on electric
companies expires. On November 15, 2002, a settlement was presented to the Commission by a
diverse group of parties proposing the terms and procedures for the provision of standard offer
and default service to customers through the competitive selection of wholesale supply at the end
of the current utility fixed price offers. The fixed price offers have expired with the exception of
BGE residential customers, for whom they remain in effect until July 1, 2006, and Allegheny
residential customers, for whom they remain in effect until January 1, 2009. On April 29, 2003,
the Commission issued Order No. 78400 that required electric utilities to continue to provide
electric supply to their customers. The Order approved the settlement that establishes the
procurement and pricing methodology for this service. SOS is the alternative to purchasing
electric supply from a competitive supplier. By law, the Commission oversees the availability,
procurement, and pricing of SOS.

The settlement agreement represented Phase I of a two-part process. Phase I established
the policy framework for a competitive wholesale supply procurement methodology. Phase 1I
established the technical details supporting the SOS policy framework. It is currently being used
to implement utility-provided SOS at market prices to Maryland’s retail electric customers as
their utility-specific restructuring settlements expire in the 2004 to 2008 timeframe. The
Commission is requiring the IOUs operating in the State to provide these services based on its
conclusion that a competitive retail electricity supply market in Maryland has not yet fully
developed. Thus, the Commission cannot relieve these utilities of their obligation to provide



electric supply to residential and small commercial customers. Limited changes will be made
regarding how rate-regulated cooperative utilities provide SOS to their customers.

By Order No. 78710 issued in Case No. 8908, Phase II, on October 1, 2003, the
Commission established the procedures for procuring SOS. The Commission adopted
procedures that will help bring stable, market-based retail electric supply rates to Maryland
ratepayers. The Commission believes Phase II produced a reasonable and workable wholesale
procurement process. The Commission will oversee the entire process to ensure that it is
implemented in a fair and consistent manner for all wholesale market participants.

Phase II established a Request for Proposals (RFP) procurement methodology structured
to have up to four bidding rounds. Each of the four IOUs have conducted separate, yet
simultaneous bidding processes under identical rules and schedules and issued RFPs for full-
requirements, wholesale electric supply to meet their SOS obligations. For the initial SOS
procurement to solicit bids to serve load for 2004-2005, the bidding rounds began in February
2004 and concluded in March 2004. Supply services under these contracts began as early as
June 1, 2004, and approximately 6,200 megawatts (MW) were available for bid. The contracts
for electric supply by type of service were Residential — one, two, and three years; Type I Non-
residential — one and two years; and Type II and III Non-residential — one year.

For the second SOS procurement to solicit bids to serve load for 2005-2006, the bidding
rounds began in December 2004 and concluded in February 2005. Supply services under these
contracts began as early as June 1, 2005, and approximately 3,590 MW were available for bid.
Listed below is a summary of the second procurement of SOS Bids for all four major electric
distribution companies in Maryland. It should be noted that a competitive wholesale
procurement process was used to solicit offers for Full Requirements Service. The contracts for
electric supply by type of service were:

e Residential — 1,055 MW of one-year contracts;
e Type I SOS Non-residential — 730 MW of one-year contracts; and,
e Type IT SOS Non-residential — 1,806 MW of one-year contracts.

Some of the key dates in the process leading up to the bidding were:

e October 2004: The utilities held a joint pre-bid conference in Baltimore; over 30
suppliers attended and/or showed interest in this process;

e November 2004: Technical Consultant met with distribution utilities to discuss its role,
logistics and specific mechanics for the evaluation of bids and credit applications, and
other issues. “Dry-runs” were also held of the bid-day evaluation process; and,

e December 2004 - February 2005: Bids for each tranche; blocks offered are currently fully
subscribed in all four utilities.

The summary results of the second RFP bid process were as follows:''

e The utilities conformed to their Bid Plans as required by Commission Orders, and there

were appropriate security measures on all bid days.

" Boston Pacific, the Commission’s Technical consultant in the SOS process, also contributed to this summary.
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e There were 20 eligible bidders in this process of which 18 suppliers actually submitted
bids and eight (8) suppliers won some portion of the load offered this year. Starting June
2005, nine (9) different suppliers will be serving SOS customers.

e There was evidence of robust competition in terms of the number of bidders as well as
the number of bids received.

e On average, the number of MWs that bidders offered was over eight times greater than
the number of MWs awarded compared to under five times in last year’s solicitation.
This also demonstrates robust competition in the bidding process. Another indication of
robust competition is the fact that there was a wide range of bid prices.

¢ The bid prices reflected general economic conditions including high and rising prices for
the fuels used to produce electricity.

For the third SOS procurement to solicit bids to serve load for 2006-2007, the bidding
rounds began in December 2005 and will conclude in February 2006. The RFP will again
include up to four rounds for supply services to commence June 1, 2006 (July 1, 2006 for BGE
Residential). In addition, there will be another round in June 2006 to procure Type II-A non-
summer load. The joint-utility pre-bid conference was held on October 19, 2005, in Baltimore.
At the conference the following were reviewed: the general RFP structure and process, the
specific utility bid plans, and the power supply contract. The 2006-07 procurement of SOS bids
will be for approximately 7,540 MW of one-, two- and three-year contracts, including:

e 280 MW for AP, 4,830 MW for BGE, 630 MW for Delmarva and 1,800 MW for Pepco.

4,795 MW Residential, 1,225 MW Type I, 475 MW Type II-B and 1,045 MW Type 1I-A.

On May 26, 2005, the Commission docketed Case No. 9037, In the Matter of Default
Service for Type Il Standard Offer Service Customers. The Phase I settlement of Case No. 8908
had a provision for the Commission to docket a major policy review proceeding covering this
type of SOS service. During June and July 2005, parties filed interventions, settlements or
proposals, and direct and rebuttal testimony. Hearings were held on August 2-3, 2005 and initial
and reply briefs were filed later in the month. On October 12, 2005, the Commission issued
Order No. 80342, which is summarized as follows:

e (Current Type II SOS approach for BGE and Pepco Type II customers with demands less

than 100 kW is continued and now called Type II-B.

e New Type II-A SOS is created for all current AP and Delmarva Type II customers and all

BGE and Pepco Type 1I customers with demands equal to or greater than 100 kW.

Type II-A SOS will be bid twice a year (summer and non-summer).

¢ Hourly metering for all customers with demands equal to or greater than 500 kW and for
all standby and backup service customers.

Type II-A and II-B services will be in effect through May 31, 2007.

e Process will be started to review what happens to SOS for all residential, commercial,
and industrial customers following current SOS ending dates.

On November 14, 2003, the Commission docketed Case Nos. 8985 and 8987 in order to
address the SOS procurement issue for the Southern Maryland Electric Cooperative, Inc.
(SMECO) and the Choptank Electric Cooperative (Choptank), respectively. On September 29,
2004, the Commission issued Order No. 79503 in Case No. 8985 to address SOS for SMECO
during the 2005 to 2008 period. The Order permits SMECO to procure power for its SOS

_8-



service on the wholesale market using a managed portfolio approach for the 2005 through May
31, 2008 period. The Commission will docket another proceeding at an appropriate time to
determine what if any changes should be made for the service effective June 1, 2008. On April
25, 2005, the Commission issued Order No. 79922 in Case No. 8987 to address SOS for
Choptank. In this Order, the Commission adopted a settlement regarding continued provision of
SOS by Choptank, including continued procurement of full-requirements wholesale service
through the Old Dominion Electric Cooperative (ODEC), and a modification of its power cost
adjustment mechanism. The original time period that Choptank will provide SOS was extended
by five years, beginning on July 1, 2005, and ending on June 30, 2015.

D. National Retail Access Activities

Currently, retail electricity access (electric restructuring) is available in 18 states in the
nation (including the District of Columbia). The states offering retail access enacted
restructuring legislation or issued regulatory orders to achieve that goal. Five (5) states have
either passed legislation or issued regulatory orders to delay implementing retail electric access,
while retail access has been suspended in California. Finally, the remaining states (27) are not
actively pursuing restructuring and/or retail access in the electric industry. The activity map
noted below depicts the status of electric restructuring in each state.'?

T - R estructuring Sctive

E> - Restructuring Delayed

I:l Festucturing Suspended
= |:| Restructuring Mot Active

'“ Source: Energy Information Administration website, Status of State Electric Industry Restructuring Activity, (as

of February 2003); <http://www.eia.doe.gov/cneaf/electricity/chg_str/restructure.pdf>.
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ITI. DISTRIBUTION RELIABILITY IN MARYLAND

The Commission has been charged historically with ensuring safe and reliable utility
service throughout Maryland. This obligation was reaffirmed in the Electric Act and the
Commission continues its ongoing review of the maintenance and operation of electric utility
distribution facilities in the State. The Commission requires that electric distribution companies
continue to invest in appropriate mitigation or expansion measures to ensure the reliability of
their distribution systems.

A. Management of Distribution Outages

Perhaps the most important tool developed in recent years for managing electric
distribution system outages is the computerized Outage Management System (OMS). When an
outage occurs, a fully developed OMS accepts information inputs from several sources,
including customers and systems internal to the utility, and uses that information to help develop
output information as to the location and type of equipment that needs attention in order to end
the outage. This output information can then be used to generate work orders for repairs, or
dispatch repair crews by way of a Mobile Dispatch System (MDS) using two-way radio
communication. After repairs are made or other actions taken to end the outage, related outage
information is entered as additional input to the OMS. The OMS then knows what customers
were affected by the outage, usually what caused the outage, and when it started and ended.

Typical information inputs to the OMS:

e (Customer Information System (CIS): When a customer calls in an outage, the customer
interacts with elements within the utility that have access to the CIS such as a Customer
Service Representative, an automated Interactive Voice Response (IVR) unit or a High
Volume Call Service (HVCS). The CIS contains the customer's address, can identify the
distribution system transformer that serves the customer, and passes this information on
to the OMS. The OMS then knows, with assistance from the next two listed inputs, the
location of the customer, both in terms of electrical position in the system diagram and
geographic position.

e Energy Management System (EMS): The EMS includes an electronic diagram of the
electric system showing how elements are connected electrically. The EMS also uses
remote monitoring devices so that information related to the operational condition of
important, major pieces of electric system equipment can be passed on to the OMS.

e Geographic Information System (GIS): The GIS includes a map of key landmarks such as
streets, and it shows the location of important elements of the electric system relative to
those landmarks. This relationship is clearly important in the effort to get repair crews to
the heart of the matter. In addition to providing information to the OMS, both the EMS
electric system diagram and the GIS map can be displayed on computer monitors and are
used by dispatchers to direct the efforts of repair crews.

e Mobile Dispatch System (MDS) and/or Work Management System (WMS): After an
outage is cleared, a work order is closed out within the WMS, or in some cases the repair
crew can directly close the outage with, and enter related information directly into, the
OMS using the MDS. The WMS or MDS information usually includes the time of
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restoration and the cause of the outage. After this information input is made, the OMS
then contains an archive of important information about the entire history of the outage.

Typical Information outputs from the OMS:

¢ Information about the type of equipment involved in the outage and its location is passed
to the WMS or MDS so that crews can be effectively dispatched to clear the outage.

e Prior to the clearing of an outage, an Estimated Time of Restoration (ETR) and other
information can be fed back to the CIS, so customers calling in who are affected by a
particular ongoing outage may be kept informed.

¢ Information concerning outages can be extracted from the OMS in near real-time to feed
Internet web-sites containing outage reports or outage maps.

e The OMS can be queried for outage information to be used to generate reports concerned
with reliability statistics for the entire distribution system or any part thereof.

The four large investor-owned electric utilities operating in Maryland and SMECO have
implemented an OMS, each with functionality developed generally to the extent described
above.

Choptank's OMS is less integrated and automated, but achieves similar functionality
using more manual and paper-driven operations than a fully developed, computerized system.
The same is true for the outage management processes of Maryland's smaller municipal electric
utilities and rural electric cooperatives.

In the coming years, the OMS will continue to be an important tool for identifying and
clearing electric service outages, as well as for related communication and record keeping. The
utilities will continue to gain experience in the use of the systems to maximize their efficiency.
Improvements to OMS data quality and processing will be made. New OMS features and
functions will probably be added.

While the OMS is a valuable tool, there is of course more to the management of
distribution outages. Widespread outages due to some severe weather events in recent years
have brought increased awareness of the role utilities must play in the community-wide disaster
preparedness and restoration effort. The Commission recognized this role in Order No. 79159,
issued June 4, 2004, following the Isabel storm of 2003. Citing certain shortcomings of utility
communication with emergency management officials during the Isabel storm, the Commission
ordered each electric utility to hold meetings with emergency management agencies “to discuss
how utilities and local emergency management officials can better collaborate during emergency
response planning exercises and during storm or disaster restoration.” The utilities and the Staff
of the Commission's Engineering Division (PSCED) were also directed to meet with the
Maryland Emergency Management Agency (MEMA) for a similar collaborative effort.

The meetings were held as directed and led to, or strengthened existing efforts to achieve,

the following sampling of benefits:
® A stronger, more cooperative relationship and better communication between utilities and
local emergency management agencies of the counties and municipalities served by both;

11 -



e Some utilities revised and strengthened their policies and procedures to address the
special needs of customers with medical conditions who need priority in service
restoration;

e Several utilities maintain internet websites for displaying near real-time outage
information and maps; and,

¢ Inclusion of critical elements of utility electric systems into the Emergency Management
Mapping Application, a GIS-based resource used by MEMA and the local emergency
management agencies during emergency events.

For several years, the electric utilities have realized that a collaborative effort among
members of the electric utility community can be very useful for outage management when
severe weather hits hard. As members of Mutual Assistance Groups, the utilities share
restoration crew manpower and other resources when outages increase beyond normal levels. In
addition to crew sharing, the groups hold conference calls for storm preparation, storm damage
assessment, and to discuss overall restoration resource availability.

The four large investor-owned electric utilities operating in Maryland are members of the
Mid-Atlantic Mutual Assistance group and the Southeastern Electrical Exchange. Another
similar group, Maryland Utilities, includes municipal and cooperative electric utilities. These
groups and others will continue to be important alliances in the years to come, as effective
distribution outage management and storm restoration requires not only a community-wide effort
but sometimes also a regional or national effort.

B. Distribution Reliability Assurance

An important way to assure reliability of the electric distribution system is to create and
follow procedures for periodic inspection and maintenance of the system equipment. All electric
companies serving Maryland have developed written Operation and Maintenance (O&M)
procedures, pursuant to COMAR 20.50.02.04. The procedures list the specific inspection and
maintenance tasks to be performed and the frequency with which the tasks are to be performed.
The six largest electric utilities operating in Maryland are required to file the written O&M
procedures with the Commission and file annual updates when changes in procedures are made.
While the procedures vary somewhat from utility to utility, there are many common practices,
since the procedures are based on utility experience and accepted good practice within the
industry.

In substations, periodic attention is typically given to power transformers, various relays
and circuit breakers used primarily for equipment protection, devices charged with controlling
voltage such as capacitors and regulators, and banks of batteries that provide backup power for
the substation.

On distribution feeder lines, inspection and maintenance attention is typically focused on
the electrical conductors in general, capacitors and other voltage regulators, re-closing circuit
breakers (reclosers), electronic monitoring/control devices, vegetation management and support
poles for overhead equipment.
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Many utilities use infrared imaging technology to identify substation and feeder line
equipment that is operating at a temperature higher than the normal range for proper operation.
The value in this procedure is that abnormally hot spots in equipment can often be detected and
corrected long before the equipment fails due to the heat.

Each utility is required by the COMAR provision to keep sufficient records to give
evidence of compliance with its O&M procedures. The PSCED makes yearly inspection visits to
the electric utilities to examine these records, in a continuing effort to assure distribution system
reliability. For occasions when a utility fails to show compliance with its O&M procedures, the
PSCED issu