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and, according to PJM, have relieved the associated reliability problems.*
3. The Role of the States

Many states have direct authority to ensure resource adequacy, or can accomplish that end through a variety
of ratemaking authorities. States that exercise traditional regulation over vertically integrated electric
companies (and even in some states with restructured electric industries that allow for customer choice)
often use integrated resource planning processes to ensure that electric distribution companies build and/or
otherwise arrange for sufficient resources to meet projected load and reserve requirements in a least-cost
fashion. To ensure resource adequacy, some states also require traditionally regulated utilities to add cost-
effective energy elficiency resources, to develop and construct generating resources, to conduct competitive
solicitations to determine whether to enter into long-term contracts for energy and capacity, and/or to
develop and construet transmission facilities.

4. The Role of the Market

In most parts of the U.S., and particularly in the regions with organized wholesale electricity markets
administered by ISOs/RTOs, the market itself plays an important role in ensuring the development and
construction of new generation facilities and other supplies needed for resource adequacy. As noted
previously, several ISOs/RTOs rely on forward capacity markets to procure the amount of generating
capacity and demand-side resources needed to meet future resource requirements.

In those market regions, and in other states, utility and non-utility companies plan for, permit, engineer and
constrict new power projects. [n normal market conditions, it may typically take 2-3 vears to fully develop.
permit and construct a simple eycle gas turbine that could s':lfport peak demand periods, and 3-5 years to
fully develop. permit and construct a gas-fired power plant.™ New coal projects and nuclear plants will
likely require much more time. Demand-side resources, however, can be brought on line with much-shorter
lead times (e.g., less than one year).

Throughout the country, many projects are underway, spurred by the relatively low prices for natural gas,
renewable energy requirements, and the potential retirement of some number of existing power plants. For
example, at present, there are 38 GWSs of generating capacity under construction (18 GWs of natural gas-
fired generating capacity) with another 12 GWs of natural gas-fired generation capacity in advanced stages
of development.

New Capacity Additions by In-Service Year

Planned In-Service Yeur Lower d8: Total Under Construction Capacity (MW)
2011 6,653
2012 19,623
2013 9018
2014 1,858
2014 792
Tatal 37,944
Source SNL Financial —as of 11-11-2011

" Letter from Michae! Kormos, PIM. to Chairman Betty Ann Kane of the DC Public Service Commission, September 29, 2011,
hitp://www.depse.org/pdf_files/hottopics/PIM_Evaluation.pdf

9 There are situations where relinbility concerns have caused states to allow (or expedited permitting of power plants. See, for example,
Susan Tierney and Paul Hibbard. ~Siting Power Plants in the New Electric Industry Structure: Lessons from California and Best Practices
tor Other States,” Electricity Journal. June 2002, page 35. Also, directives to state permitting agencies to eoordinate their permitting
processes can lead to complex permits being issued within a year, as occurred in Colorado when the various public health agencies and
the Colorado Public Service Commission reviewed and approved the proposed Xcel power projects under Colorado’s Clean Air-Clean
lobs Act ol 2010,
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