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é/ “First Year Problem”
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é/ “First Year Problem” Causes

« TwoO major causes
— Weather normalization process
— Forecast process

WWW.pjm.com PIM©2018



http://www.pjm.com/
http://www.pjm.com/
http://www.pjm.com/

8%

Forecast Model Error

Summer 10CP Model Error by Forecast Vintage
Zero Year Out Forecast

6%

4%

0% e

V)
2% - _——

/
.\

Hl [¥
L 2

HH
13
L)

Percent Error

-4%

-6%

-8%

2009

WWW.pjm.com

2010

+ CP1

2011 2012 2013 2014 2015 2016 2017
Forecast Vintage

CP2-10 —Mean Percent Error —Mean Absolute Percent Error

PIM©2018



http://www.pjm.com/
http://www.pjm.com/
http://www.pjm.com/

é/ Results of Shortening Estimation Period

Load Forecast Using Different Estimation Periods
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é/ Discussion

e Shortening the estimation period Is sometimes appropriate
— Structural change in the relationship of the dependent and
Independent variables

— Or lack of independent variables to explain dependent variable

 PJM believes that structural change has occurred between the
dependent and independent variables, but that the introduction
of end-use variables and a solar adjustment have addressed this
Issue (changes that were incorporated starting with the 2016
Load Forecast).
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é/ Discussion

« Shortening the estimation period at this time does not solve the
“first year” issue, but does limit the model’s abllity to accurately
estimate parameters across business and weather cycles

e |nstead, PJM believes that it is more worthwhile to continue
looking into model redevelopment.

— Changes to independent variables
— Changes to model structure
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