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Q. Dr. Guy, would you please state your full name, your
10

position and describe your educational and professional

background?

A. My name is J. D. Guy and I am the Manager of |
13 |

Corporate Planning for HL&P. My educational and professional j

)-*

14 )background was described in my prior testimony in this
15

proceeding (Tr. 5148).

16 Q. Dr. Guy, what is the purpose of your testimony?
17 am providing an update of my prior testimony inA. T

18 this proceeding. I will be assisted by Mr. Edwards, who is

19 the person at HL&P with primary responsibility for preparing

20 HL&P's load forecast.

21 Q. Mr. Edwards, would you please state your full name

and your position and describe your educational and22

professional background?
23

A. My name is John M. Edwards. I am a Supervisor in

1o
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1 the Rate & Economic Research Department of Houston Lighting &

2 Power Company (HL&P), supervising the Budget and Economic

3 Studies Section. I am primarily responsihle for energy, peak

4 load, and revenue modeling and forect. sting, and I conduct

I various related economic studias.jg
I hold a Bachelor of Arts Degree in Ecenomics from

,

o

Emory University and have completed approximately 33 hours of
,

| graduate work in Economics and Statistics at the University
81

of Texas and the University of Houston. I served four years'

| 9
in the Air Force and attained the rank of Captain. In 1971,

.

10
I joined HL&P as a Research Analyst. I became Supervisor of

11
the Budget and Economics Section of the Rate & Economic~~

,

12 Research Depa,rtment in 1973, in which position I currently
13 serve. I am a member of the Houston Chapter of the National

'~

14 Association of Businesn Economists, and I serve on the

15 Research Committee for the Houston Chamber of Commerce.

16 0 Dr. Guy, have you prepared revisions to your prior

exhibits?17
4. Yes. The current generation construction programgg

schedule is shown on Exhibit JDG-2A, attached hereto. The

current capacity, demand and reserve projections are shown

on Applicant Exhibit JDG-1A, attached hereto. As is shown

21
on that exhibit, the peak demand forecast has been revised

22 1

downward. Notwithstanding this downward revision, the

23 - t

reserve margins for 1991 would drop to 11.2% without Allens
24

o
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Creek. As can also be seen from Exhibit JDG-1A-the ability1
-

2 to meet demand in years prior to 1991 is contingent upon

3 the ability to purchase power from other electric utilities.

4 Exhibit JDG-1A shows HL&P's purchase power needs through 1989.

3 Q. Mr. Edwards, would you please explain the

reason for the downward revision in the demand forecast?6

A. The revision was due to changed expectations
.,

4

regarding population growth, real electric prices, and real
g

household disposable income for the remaJader of the decade.

Our expectations, in particular, are more conservative.-

10
Q. Why have you changed your expectations?

11
A. We changed our expectations partly because we

12
believe the U.S. economy.is likely to remain rather sluggish

13 throughout the decade. There has been much uncertainty con-

14 cerning the direction and effective' ness of Administration and

15 * Federal reserve policy and the effects on the economy. A.

16 sluggish economy, continuing high inflation, and high interest

17 rates would have a dampening effect on our local economy.

In addition, we see a number of indications that Houston's18

growth over the next decade will slow down as it becomes a19
stable major metropolitan area. We expect Houston to continue

20
to grow, but not at the rates experienced in the 1960's and

1970's.
22

Q. Could you explain how these factors affect
23

your forecasts?
24

O
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1 A. A large part of the industry in the Houston

2 area produces goods for sale in national markets. For

example, much of the output of the petrochemical industry in3

Houston finds its way into automobiles, homes, furniture and
4

fixtures for homes, carpeting and fabrics for homes. Many
3

of the refined products from crude oil produced in the refi-
,

Q

neries in the Houston area are marketed in the eastern half of
.
I

the country. Much of the steel production in Houston and many
8 metal fabrication products are related to the search for and
9 the distribution of oil and natural gas throughout the country

.

10 Therefore, weak markets for theseand in many foreign areas.

11 ultimate products caused by national policy and events will
12 result in sluggish activity in, Houston industry, and a lower
13 level of use of electricity than might otherwise be the case.

14 Even if the national econbmy is reasonably strong -

15 over the next decade, there are factors already at work that

will slow Houston's growth as it settles into the position16

of a mature, major metropolitan area. These factors, which
17

are largely economic and are common to all metropolitan areas,
18

will act to lessen growth rates from the levels experienced
g

in the 1960's and the 1970's. Such changes filter down

thethrough our model to reduce the number of households,
21 number of commercial and industrial customers, and to moderate
22

the growth and use per customer.

Q. Do you believe that the current demand forecast is
~
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1 conservative?

2 A. Yes, our current demand forecast is very conservative.

It reflects our conservative view of the U.S. economy which
3

interacts with our local economy. It may well be that our
4

views are wrong, of course. There is a real possibility
_

o
that Administration policy may work in all respects and that

,

O

the U.S. economy may expand; our local economy, in turn, may
,

a

expand, and our actual demand may exceed the current forecast.
8

The purpose of the load management program we now have under
9 development is to provide us the ctpability to deal with a

,

10 higher growth in peak demand than we now forecast if it
11

'

appears.

12 Q. Dr. Guy, has HL&P taken any steps to reduce peak

13 demand on its system?

14 A. Yes. We are developing a* load management program'to

15 provide a means to reduce peak demand on the system. The load

management program will be designed to provide direct control16
over the shape of the load curve, with minimal effect on total

77
energy sales.

g

Q. Mr. Edwards, how does this differ from energy

conservation?
20

A. Energy conservation reduces the total energy con-
21 sumption whereas load management is designed to control the
22

shape of the load curve. Energy conservation is accounted for
'3 in our forecast through demand ela'sticity coefficients.~

24

o
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Guy, what is $he anticipated effect of the load1 O. Dr.

2 management program?

A. We anticipate that it will be in place by 1990 and,
3

if implemented, it will be capable of achieving the maximum
4

I wouldreduction in peak demand of 1200 megawatus by 1990.
_

a

emphasize that this plan is much like a curtailment program
,

O

and will be utilized only in the event that actual demand
~
s

exceeds the forecast shown in Exhibit JDG-1A.
8

Q. What techniques will be used for the load management
9

program?
,

10 Two near-term techniques are expected to provideA.

1*1 the bulk of the 1200 MW reduction potential. These a*e 1)

a " peak12 voltage reduction on the distribution system and .Ti

13 shave" (or interruptable) program for the large overhead

14 service (LOS) industrial customers.- The voltage reduction -

program has been available on the 12 KV/35 KV distribution15

system for about two years and is designed to reduce voltage16
in two steps, 2.5% and 5.0%. Based upon the results of

17
initial tests it is estimated that voltage reduction could

g

achieve a demand reduction of 350 MW in 1990, if needed.
19

The " peak shave" program, if adopted, would involve shifting
20 numerous LOS customers to a new form of interruptible service
21 whereby customers would be given a financial incentive to
22 permit interruption for a specified number of hours per

the23 If impismented and accepted by the LOS customers,year.

24
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1 potential demand reduction is estimated to be 400 MW by

2 1990.

HL&P is also considering a number of other possible3

means of achieving demand reductions. Among these are 1)
4 I

e mmercial air conditioning controls (subject of a current
5

int HL&P/ DOL /PUC study), 2) intensifying efforts to
6

encourage cogenerators and small power producers, and 3) both
.
o

direct control and incentive programs for residential and
8

f small commercial customers. No estimate has been made as to
9

| the exact impact of these steps.
.

*

10
Q. Dr. Guy, that part of the Power Plant and Industrial

1~7 Fuel Use Act which prohibits the use of natural gas as a
1 primary fuel in existing power plants after December 31,'

13 1989 has been repealed. Does this action affect the need
..

14 for Allens Creek?

15 A. No. Repeal of that part of the Fuel Use Act
|

16 simply allows nL&P to continue operation of existing gas'

plants until the units can be replaced by more economical17'

! yg coal and nuclear plants. The capacity figures shown on

Exhibit JDG-1A include 4389 MW of existing gas fired capacity
g

which we will continue to operate on natural gas rather than
20

! convert to fuel oil. Thus, the primary effect of the
' 21 amendment to the Fuel Use Act is to avoid the expense of

22
fuel oil conversion. HL&P must still build the new nuclear,

23 .

coal and lignite plants that are shown on JDG-2A in order to
24
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EXHIBIT JDG-1A
CAPACITY - DEMAND - RESERVE

.

Revised
Peak Demand Purchase
Forecast (1) Capability (2) Reserve Power

Year (MW) (MW) (MW) % (MW) Additions

1981 10,450 12,563 2113 20.2 800 ----

~

1982 10,925 13,063 2138 19.6 1300 ----

1983 11,150 13,503 2353 21.1 1200 WAP8-540

1984 11,325 13,688 2363 20.9 1000 STP1-385

1985 11,800 13,988 2188 18.5 1300 ----

1986 12,100 14,373 2273 18.8 1300 STP2-385

1987 12,475 14,973 2498 20.0 1200 Liml-700

1988 12,925 14,973 2048 15.8 500 Lim 2-700

1989 13,300 15,573 2273 17.1 500 X1-600
s

1990 13,550 15,673 2123 15.7 0 X2-600

1991 14,100 16,803 2703 19.2 0 AC1-1130

(1) Does not include interruptible load

(2) Includes purchase power

-
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EXHIBIT JDG-2A
CURRENT CONSTRUCTION PROGRAM SCHEDULE

Estimated Scheduled
Unit Capacity In-Service

Unit (hM) Fuel Date

W. A. Parish 8 600,000 Coal 1983

South Texas 1 385,000 Nuclear 1984

South Texas 2 385,000 Nuclear 1986

Limestone 1 750,000 Lignite 1987

Limestone 2 750,000 Lignite 1988

Site X 1 690,000 Lignite 1989

Site X 2 690,000 Lignite 1990

Allens Creek 1,200,000 Nuclear 1991

s
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