MARKETWATCH

Power Transmission Sector
Exhibiting Strong, Durable Growth

By Gerry Donohue

ngineering firms operating in the power
transmission sector are brimming with
optimism about the market. The sector has
almost doubled in size since 2011, and,
while the market is expected to flatten, it
still promises to stay strong for the next
several years.

“The market has been outstanding,” says
Robert Mechler, director of T&D project
development at Black & Veatch. “The amount of spending
has gone up tremendously, and the forecast remains robust for

the next four to six years.”

The overall power sector is forecast to be one of the
strongest A/E/C markets through 2022, with industry analyst
FMI Corporation projecting average annual growth of 4.5
percent. “Within the sector, transmission is the healthiest
portion,” says Bill Shelley, senior vice president for power at
Stantec. “We have seen 22 percent growth since 2015 in our
transmission, substation and distribution revenues, and we
expect that growth to keep going.”

Replacing and updating system assets accounts for a lot of
that growth. “Utilities are updating and strengthening the
existing infrastructure, upgrading poles, improving conductors
and raising substations out of flood plains,” Shelley says.

Natural disasters have also had a big impact. “There has
been strong investment needed due to hurricanes and other
weather impacts,” Mechler says. “When natural disasters do
their damage and things get knocked down, we are going back
and putting in something that is more robust and resilient.”

One of the biggest drivers, according to Ben Edgar, business
development manager for renewables and distributed energy
resources at Black & Veatch, has been the udilities shifting
their investment dollars from generation to transmission.

“The utility-scale generation market does not look as good
as it did in the past, so they are turning to transmission,”
says Edgar.

Transmission systems are regulated and can provide annual
returns ranging from 7 to 12 percent. “That is a pretty good
return over the 40-year life of those assets,” Edgar says. “Why
would you not invest in transmission?”
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CHANGING MARKET
Two market trends that are driving demand for new transmission
lines are renewable energy and distributed energy resources.

“Energy policy and customer preference are really pushing
renewable energy,” says Blair Loftis, national director of power
generation and transmission at Terracon. “Twenty-nine states
have renewable energy portfolio standards requiring that they
raise the percentage of power generated by renewables, and a lot
of customers have turned the corner and are willing to pay more
for cleaner energy.”

As a result, Loftis expects the wind industry to blow past its
target of 100 gigawatts of installed capacity by 2020 and solar
power to stay close to the 59 percent annual growth rate it has
enjoyed over the past 10 years.

Because the best locations to generate solar and wind power
are often far from the load centers, the continued expansion of
renewable power will boost the need for transmission lines. Texas
recently invested $7 billion to build transmission lines from the
Panhandle to its urban areas.

The growth of distributed energy resources also presents a lot
of opportunities for engineering firms. “Utilities are working on
figuring out how to handle loads from different types of sources,

Historical and Projected Transmission Investment
(Nominal Dollars)

Investment of investor-owned utilities and stand-alone

companies
Billion $

201 12.0

2012 15.1

2013 17.2

2014 19.7

2015 20.2

2016 20.8

2017 229

2018 23.9 (Projected)
2019 22.6 (Projected)
2020 21.6 (Projected)

Source: Edison Electric Institute
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changing from a one-directional business model to a future that

will be totally bi-directional,” says Shelley.

While these projects do not tend to be utility-scale, they are

plentiful, and the trend line is accelerating.
Edgar points to one likely application: “We

have gotten to the point where 99.9 percent

reliability of the grid is not good enough.

We will see utilities incorporating distributed

assets to strengthen reliability and comple-

ment transmission.”

MARKET OPPORTUNITIES

Firms in the transmission sector operate in a
bifurcated market. A small number of inves-
tor-owned utilities (IOUs) serve around 70
percent of the U.S. population, and several
thousand small municipal and co-op systems
serve the rest.

Black & Veatch does the bulk of its work
with the IOUs. “A lot of these clients like
having a turnkey approach, so 40 percent
of our business in the sector is engineering,
procurement and construction,” says Mechler.

“We have in-house construction resources and

centralized procurement.”
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Terracon takes a niche approach to the sector, focusing on the

foundations for the wind turbines, solar grids and transmission

monopoles. It is not, however, a small niche. “Of the capital

expenditures for a wind farm, 25 percent is in the foundation,”

The overall power
sector is forecast
to be one of the
strongest A/E/C
markets through
2022, with
industry analyst
FMI Corporation
projecting
average annual
growth of
4.5 percent

says Loftis. “Anything we can do to make the
foundation design more efficient, more
cost-effective and more constructible has a
huge impact on our clients’ bottom line.”
Terracon has developed a foundation system
that is up to 40 percent less expensive than
traditional designs.

Shelley sees big opportunities for firms in
the burgeoning area of energy storage. Stantec
already has been involved in a lot of these types
of projects—Dbattery storage, compressed air
storage in mines. The company has even studied
taking the reactive power of braking action from
locomotives on a major railroad to act as battery
storage in critical train stations, he says. “Tech-
nology has not identified all of the new ways
we are going to generate and transmit power,”
Shelley says. ®

Gerry Donohue is ACEC'’s senior communications
writer. He can be reached at gdonohue®acec.org.
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