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ANSWER OF PJM INTERCONNECTION, L.L.C. 

Pursuant to Rule 213 of the Rules of Practice and Procedure of the Federal Energy 

Regulatory Commission (“Commission”),1 PJM Interconnection, L.L.C. (“PJM”) submits 

this answer to the Order Instituting Proceeding Under Section 206 of the Federal Power 

                                                 
1 18 C.F.R § 385.213. 
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Act and Consolidating with Other Proceedings2 issued in the above-captioned proceeding 

on February 20, 2025. 

I. INTRODUCTION 

PJM remains committed to supporting its member companies, the states, and the 

Commission in the industry’s efforts to integrate large loads, including data centers (“large 

loads”), including through co-locating with generation (“co-location arrangements”).   

PJM’s approach to large load expansion—co-located or not—focuses on:  

(1) maintaining resource adequacy; (2) enabling reliable system operations; (3) facilitating 

the states’ and stakeholders’ efforts to timely and effectively integrate large loads in a 

manner that meets their unique needs; and (4) providing information and analysis that 

supports the equitable alignment of transmission system usage and compensation.3  

Substantial progress can be made in these efforts by leveraging the tools in the existing 

Tariff4 and exploring with the Commission and stakeholders other potential innovative 

market solutions, where allowed by state laws, that may specifically define and limit when 

and how load in a jurisdiction can be served by a supplier other than a franchised public 

utility.  This means that some existing state regulatory environments may permit certain 

co-location load arrangements while other existing state regulatory environments may not.  

Given the novelty and nascence of the issues presented in this proceeding, many of the 

                                                 
2 PJM Interconnection, L.L.C., Order Instituting Proceeding Under Section 206 of the Federal Power Act and 

Consolidating with Other Proceedings, Docket Nos. EL25-49-000, et al. (Feb. 20, 2025) (“Order”). 

3 This is a role reserved to the PJM Transmission Owners for purposes of Network Integration Transmission 

Service cost allocation.  See Linden VFT, LLC, 161 FERC ¶ 61,264, at P 31 n.44 (2017) (“Although PJM 

implements the cost allocation provisions of Schedule 12 of the Tariff, the cost allocation method is 

determined by the PJM Transmission Owners, and it is the PJM Transmission Owners, not PJM, that have 

the section 205 filing rights for the PJM cost allocation method.” (citing Atl. City Elec. Co. v. FERC, 295 

F.3d 1 (D.C. Cir. 2002)).   

4 The Order defines Tariff as including the PJM Open Access Transmission Tariff, the Amended and Restated 

Operating Agreement of PJM (“Operating Agreement”), and the Reliability Assurance Agreement Among 

Load Serving Entities in the PJM Region (“RAA”). 
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concepts PJM presents require additional effort to identify and develop Tariff and manual 

provisions necessary for implementation. 

Regardless of what co-location arrangements are ultimately sanctioned by the 

Commission, permitted by the states, and elected by developers, participants involved in 

co-location arrangements should pay the costs of any grid services they consume and the 

arrangements must be reliable and operationally manageable.  As noted in Exhibit A and 

herein, many co-located load configurations utilize grid support and consume ancillary 

services (including, for example, frequency regulation, black start service, and reactive 

service).   

PJM continues to work closely with the states and its members to realize the prompt 

development of substantial new infrastructure, most especially significant electric 

generation that at least matches if not exceeds load growth forecasts.  This infrastructure 

should be promptly studied, sited, and constructed to facilitate the projected significant 

load growth.   

What PJM and the industry need now is Commission guidance on a path forward 

based on the record developed in this proceeding.  The record will support a finding that 

PJM’s existing Tariff remains just and reasonable, although improvements and 

clarifications may be appropriate based on Commission guidance.  Multiple existing 

pathways are available to facilitate co-location arrangements.  Some potential additional 

pathways are also proposed in this filing.  Given that this is an evolving area, if the 

Commission believes that the record supports consideration of additional options beyond 

those that already exist, PJM requests that the Commission issue detailed guiding principles 

such as those PJM proposes in this filing that PJM can promptly operationalize in a section 

205 filing.  Although stakeholder input is critical, the Commission could also issue a 
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compliance directive under its section 206 authority to set a clear deadline for future filings 

given the important national interests implicated.  The Commission’s continued leadership 

will assist the industry in obtaining certainty and clarity about the available pathways for 

integration of large loads consistent with the principles set forth herein. 

II. EXECUTIVE SUMMARY OF EXISTING AND POTENTIAL NEW 

OPTIONS TO FACILITATE CO-LOCATION ARRANGEMENTS 

At least eight potential options for additional large load co-location (as well as large 

load integration in general) are summarized in a chart attached as Exhibit A.   This exhibit 

lays out the key attributes and impacts of each configuration and service option on  load 

characteristics, services consumed, studies required, rates, operations, and resource 

adequacy impacts.  Three of the options already exist under PJM’s Tariff.  The other five 

are potential options that have been proposed by others or developed by PJM in response 

to issues raised in the various predecessor co-located load proceedings.  

To be clear, PJM does not mean to suggest that all identified “options” in Exhibit 

A are equivalent, desirable, or even necessarily workable.  For example, state laws may 

specifically limit when and how load in a jurisdiction can be served by a supplier other 

than a franchised public utility.  Further, identified options are not mutually exclusive, as 

it is possible several of the options may be used seriatim or concurrently. Each new option 

outlined herein is conceptual and would benefit from continued input from stakeholders, 

Commission guidance, and a deadline for submission of any such proposals either in the 

context of a section 205 filing or in this docket.     

Before describing the options, a few points warrant emphasis.  First, as noted above, 

the availability of various options is dependent on state law.  States may specifically define 

and limit when and how load in a jurisdiction can be served by a supplier other than a 
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franchised public utility.  This is a significant point that is explored in greater detail below 

in response to the Commission’s question A.i about federal and state jurisdiction.  At 

bottom, a state’s exclusive retail franchise territory law may restrict non-franchised 

suppliers from serving co-located load.  Further, in deregulated states, state law may (or 

may not) today (or in the future) require co-located load suppliers to be licensed energy 

providers and/or otherwise impose limitations on such suppliers by, for example, obliging 

the designation of the load as Network Load, with or without netting, or the taking of 

certain types of transmission service that could compel the designation of co-located load 

as Network Load. 

Second, large co-located loads that connect as Network Load realize significant 

benefits (as discussed in greater detail in response to question B.iii, below).  Six of the 

eight options PJM outlines (Options 1, 2, 3, 6, 7, and 8) are premised on large co-located 

load being Network Load.  The remaining two configurations (Options 4 and 5) provide 

that the load may still be Network Load if designated as such by the customer (whether or 

not required by state law), but it does not have to be Network Load.  Importantly, where 

Network Load is designated and coming onto the system, even where necessary 

transmission upgrades are not yet in service, PJM operations will endeavor to implement 

interim operating procedures to serve the Network Load in real time because there is an 

obligation to serve it. 

Third, an introductory note about study-related terminology used throughout this 

submission.  Co-located load arrangements implicate a variety of different but interrelated 

study frameworks and cost allocation constructs that PJM will describe here in an effort to 

avoid repetition throughout and promote clarity about terminology used in Exhibit A.  First, 

traditional Transmission Owner/Load Serving Entity (“LSE”)/Electric Distribution 
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Company (“EDC”) load interconnection processes (“traditional load interconnection 

processes”) to add Network Load are generally commenced by performing what PJM will 

call a “Transmission Owner retail load integration study” to identify local upgrades 

needed to reliably accommodate the load based on local transmission owner planning 

criteria.  The results of this study identify local system needs that are presented at the 

Transmission Expansion Advisory Committee (“TEAC”).  Solutions to these needs 

typically take the form of Supplemental Projects (following Tariff, Attachment M-3) and 

are also generally presented at the TEAC.   

PJM then performs a “PJM Do No Harm study” to evaluate whether a proposed 

Supplemental Project will adversely impact the reliability of the Transmission System as 

represented in the planning models used in other PJM reliability planning studies.  If as a 

result of the do no harm study, system upgrades are found to be required, such upgrades 

will be considered part of the Supplemental Project and are the responsibility of the 

Transmission Owner sponsoring the Supplemental Project.  Supplemental Projects are cost 

allocated to the local Transmission Owner’s zone pursuant to individual Transmission 

Owner cost allocation frameworks.   

Necessary studies (for additional information, see PJM’s response to question D.i, 

infra) are essentially generator interconnection modification studies.  Such studies are only 

performed when a generator is involved, and a party to the interconnection services 

agreement is proposing to change the interconnection.  Transmission Owners review PJM’s 

necessary study analysis, and transmission owners may verify that analysis and/or perform 

additional transmission owner analysis pursuant to their processes or requirements.  

An aggregation of large load additions could trigger regional (as opposed to local) 

transmission system needs, which would be identified as part of the Regional 
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Transmission Expansion Planning (“RTEP”) process in Schedule 6 of the Operating 

Agreement.  The load that could rise to regional RTEP needs is determined during the 

annual load forecasting process, when PJM makes a request to the EDCs/Load Serving 

Entities (“LSEs”) to submit large load additions that would not be captured in the 

parameters that are typically incorporated.  PJM presents what is ultimately accepted into 

the Load Forecast for the subsequent year.  PJM then plans its transmission system in light of 

this load forecast, and RTEP upgrades are identified and ultimately cost allocated pursuant 

to existing RTEP-specific methodologies.   

Before moving off the topic of studies, it is important to re-emphasize that  any 

configuration where the co-located load is Network Load (Options 2, 3, 7, and 8, and in 

some circumstances Options 4 and 5) is limited in scope to generator interconnection 

modifications.  As described above, Transmission Owner retail load integration studies 

would be performed in addition to necessary studies.  While stakeholder (including the 

Organization of PJM States, Inc.) and Commission comments and questions probe the 

sufficiency of the necessary study agreement/study process for load integrations, only two 

of the proposed options (Options 4 and 5 if load is not designated as Network Load) 

involve the use of a necessary study without any form of a load interconnection study.  To 

the extent the Commission sanctions further exploration of Options 4 and 5 and the market 

is interested in pursuing such options, PJM will explore opportunities to enhance the 

visibility of the necessary study process and results for interested stakeholders. 

Fourth, as to the resource adequacy dimension to co-location arrangements where 

conditions are tight, any additional load on the system requires either the addition of supply 

resources to serve that load reliably, or flexibility on the part of the load to curtail its 

consumption from the transmission system when necessary to maintain reliability.  For this 
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reason,  PJM has outlined three potential options relating to adding additional supply and 

operational flexibility:  Option 6 (co-located load that elects to be Network Load and 

leverages provisional interconnection service or State Agreement Approach), Option 7 (co-

located load that takes a new non-capacity backed service that could be curtailed in advance 

of emergency procedures), and Option 8 (co-located participates as Demand Response).  

And as discussed below, see infra question F.2, PJM is also exploring with regulators and 

generators opportunities to leverage at least 50 hours (or more) of diesel back-up generator 

service to enhance the available demand response portfolio.  And even where shorter term 

resource adequately may not be directly enhanced by a particular co-location arrangement 

(for example, where new load is not accompanied by additional generation or operational 

flexibility), longer term resource adequacy interests are certainly indirectly supported by 

any resulting increased prices from such scenarios.   

The options outlined in Exhibit A are briefly summarized as follows: 

Options Already Existing in PJM’s Tariff 

Option 1: Load with a separate Point of Interconnection that is Network Load 

 Existing Option 1 

*note:  each option is subject to state laws that may 

specifically define and limit when and how load in a 

jurisdiction can be served by a supplier other than a 

franchised public utility 

Load with a separate Point of Interconnection (POI) that is Network Load  

(Existing NITS rules) 

Description 

This option is where the load is network load and generation is a capacity resource and they are not 

electrically co-located.  The load and generation may be physically located at the same location but they 

are electrically connected to the grid separately. 

PJM Preference Yes - Highest Reliability 

Load Status Network 

Generation Capacity Status Yes 

PJM obligation to serve Yes 

Load System Used and Charged NITS (Full load during coincident peak); Energy; Capacity (Full load during coincident peak) 

Ancillary Services Used Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves 
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Ancillary Services Charged 
Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves (based on entire 

load) 

Generation Revenue  
• Capacity (based on full CIRs) 

• Energy and Ancillary Services (based on entire gen output) 

Studies 

• TO Load Integration study 

•PJM Do No Harm study 

•RTEP process inclusive of Load Forecast  

Load included in Load Forecast (RTEP) Yes 

Load included in RPM Reliability 

Requirement 
Yes 

Cost Allocation for Interconnection 

Upgrades 

• Supplemental projects pursuant to local TO methodology 

• RTEP upgrades pursuant to RTEP cost allocation 

• No modification to generation. 

System Protection Requirements N/A 

Demand Response Eligibility Yes 

Tariff Modifications No 

 

Option 1 contemplates load becoming traditional Network Load that takes Network 

Integration Transmission Service (“NITS”) in accordance with traditional load 

interconnection processes.  Under this existing option, the load has a separate Point of 

Interconnection with the grid even if physically at the same site.  Because the load is taking 

NITS, the load and generator do not have to be sited at the same location because the load 

and the generation are electrically connected to the grid separately with the load enjoying 

all the benefits of network integration.  For this option, the load uses and pays for NITS, 

Energy, Ancillary Services, and Capacity.   

Option 2: Co-located load that is at the same Point of Interconnection but 

separately metered that is Network Load 

 

 Existing Option 2 

*note:  each option is subject to state laws that may 

specifically define and limit when and how load in a 

jurisdiction can be served by a supplier other than a 

franchised public utility 

Co-located load that is at the same Point of Interconnection (POI) but separately metered that is 

Network Load  

(Existing NITS rules) 

Description 
This option is where the load is network load and generation is a capacity resource and they are metered 

separately 

PJM Preference Yes - Highest Reliability 

Load Status Network 
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Generation Capacity Status Yes 

PJM obligation to serve Yes 

Load System Used and Charged NITS (Full load during coincident peak); Energy; Capacity (Full load during coincident peak) 

Ancillary Services Used Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves 

Ancillary Services Charged 
Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves (based on entire 

load) 

Generation Revenue  
• Capacity (based on full CIRs) 

• Energy and Ancillary Services (based on entire gen output) 

Studies 

• TO Load Integration study 

•PJM Do No Harm study 

•RTEP process inclusive of Load Forecast 

•Necessary Study 

Load included in Load Forecast (RTEP) Yes 

Load included in RPM Reliability 

Requirement 
Yes 

Cost Allocation for Interconnection 

Upgrades 

• Supplemental projects pursuant to local TO methodology 

• RTEP upgrades pursuant ot RTEP cost allocation 

• Generator for the changes to its facility to accommodate the load 

System Protection Requirements N/A 

Demand Response Eligibility Yes 

Tariff Modifications No 

 

Option 2 is a co-located configuration, in which the load and generation are, by 

agreement, behind the same Point of Interconnection.  However, in this configuration, the 

load is Network Load and the generation is a Capacity Resource.  Each is separately 

metered.  The load uses and pays for NITS, Energy, Ancillary Services, and Capacity.  

Additionally, the large load is studied and could be connected to the grid pursuant to the 

existing Transmission Owner/EDC load interconnection process.  For clarity, there is no 

change to the generator Capacity Interconnection Rights due to this co-located load 

configuration.   

Option 3: Existing Behind the Meter Generation where the load is the customer 

 Existing Option 3 

*note:  each option is subject to state laws that may 
specifically define and limit when and how load in a 
jurisdiction can be served by a supplier other than a 

franchised public utility 

Existing Behind The Meter Generation (BTMG) where the load is the customer 

Description 

This option reflects PJM's existing BTMG rules where the load is primary customer and nets with BTMG. 
Reliability consideration:  Existing Non-Retail BTMG is annually capped because it does not carry 
reserves equal to the installed reserve margin (net is zero during coincident peak). 
Large load behind generation was not intended. 
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PJM Preference Not for Large Loads 

Load Status Network 

Generation Capacity Status No 

PJM obligation to serve Yes 

Load System Used and Charged 
NITS (Net withdrawal during coincident peak); Energy (Net withdrawal); Capacity (Net withdrawal during 
coincident peak) 

Ancillary Services Used Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves 

Ancillary Services Charged Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves (Net withdrawal) 

Generation Revenue  
• Capacity (For portion of CIRs retained) 
• Energy and Ancillary Services (net injection only) 

Studies 

• TO Load Integration study 

•PJM Do No Harm study 

•RTEP process inclusive of Load Forecast 

•Necessary Study 

 

Load included in Load Forecast (RTEP) Only if Net Withdrawal >0 during coincident peak 

Load included in RPM Reliability 
Requirement 

Only if Net Withdrawal >0 during coincident peak 
  

Cost Allocation for Interconnection 
Upgrades 

• Supplemental projects pursuant to local TO methodology 

• RTEP upgrades pursuant ot RTEP cost allocation 

• Generator for the changes to its facility to accommodate the load 

System Protection Requirements N/A 

Demand Response Eligibility Yes if net positive load 

Tariff Modifications No 

 

Option 3 utilizes PJM’s existing Behind the Meter (“BTM”) Generation rules.  

These rules are explained further below in PJM’s response to question D.iv.  PJM’s BTM 

Generation rules would require the co-located load to be Network Load.  The rules charge 

load for its net use of the grid, after deducting BTM Generation.  This option is available 

in two configurations.  Either the load and generation are co-located at the same Point of 

Interconnection, or the load is served by municipal utilities or EDCs BTM through a 

distribution system, if the owner or lessee of such distribution system has consented (which 

is called “Non-Retail” BTM Generation).  The load uses and pays for NITS, Energy, 

Ancillary Services, and Capacity based on the net withdrawal quantity and dependent on 

if that withdrawal is during the Peak (NITS and Capacity). 
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While this option is already available under the Tariff, it was conceived for, and 

has been implemented for, substantially smaller loads (like a large warehouse with solar 

panels) and not on the scale of large data centers.5  

New Potential Options 

 Option 4: Co-located load with connection to the grid with protections to avoid 

delivery of system energy to serve the load 

 
 New Option 4 

*note:  each option is subject to state laws that 
may specifically define and limit when and how 

load in a jurisdiction can be served by a supplier 
other than a franchised public utility 

Co-located load with connection to grid with protections to avoid delivery of system energy to 
serve the load 

Description 

This option is when the load is located behind the generation and there are protection mechanisms in 
place to prevent delivery of energy from the grid to serve the load in the event the generation is 
offline. 

PJM Preference Less preferred 

Load Status Not unless designated in a manner consistent with state law 

Generation Capacity Status Only for portion of Generation > Load 

PJM obligation to serve Not unless designated in a manner consistent with state law 

Load System Used and Charged 
If not designated Network Load, assuming no withdrawal of energy during coincident peak then no traditional NITS 
charges. However, system is still used to support co-location and delivery of ancillary services and should be part of 
a new rate design. 

Ancillary Services Used Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves 

Ancillary Services Charged Yes 

Generation Revenue  
• Capacity (For portion of CIRs retained) 
• Energy and Ancillary Services if injecting onto the PJM Grid 

Studies PJM Necessary Study 

Load included in Load Forecast 
(RTEP) 

No for load; only retained CIRs are included in RTEP 

Load included in RPM Reliability 
Requirement 

No for load; only retained CIRs are included in RTEP 

Cost Allocation for Interconnection 
Upgrades 

Generator for the changes to its facility to accommodate the load. 
Generator also responsible for any system upgrades to serve the load. 

System Protection Requirements Yes 

Demand Response Eligibility No 

Tariff Modifications Yes 

 

                                                 
5 The load in this configuration is not required to carry reserves and may lean on the PJM system when the 

co-located generation is on a full or partial outage or if the load exceeds the rating of the co-located 

generation.  Therefore, adding load to PJM without reserves will degrade reliability to worse than 1 in 10 

(increase loss of load expectation (“LOLE”) to greater than 0.1 days/year).  PJM accommodates some level 

of this configuration through a settlement agreement in 2006 that allows the PJM LOLE to be relaxed from 

1 in 10 years to 1 in 9.5 years.  This analysis is updated each year and, because of the potential reliability 

impacts of this option, use of this option has been capped at approximately 2000 megawatts (“MW”) of which 

about 1300 MW are already used.  There are also performance requirements for generation associated with 

this configuration.  Therefore, large load additions located behind generation are not ideal or contemplated 

under this existing configuration. 
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  In this option, where state law permits such a configuration, the load is located 

behind the Point of Change of Ownership between the Transmission Owner and generator, 

and system protection facilities are installed to prevent delivery of energy from the grid 

should the generator go offline.  In this configuration, load is not Network Load unless 

designated by the customer subject to applicable state law. 

This configuration has been described as “fully” or “wholly” isolated by others, but 

this characterization is inconsistent with engineering and economic principles.  This 

configuration relies on and takes grid services (for example, ancillary services) and should 

pay its fair share of those charges.  Additionally, this configuration carries operational risk 

in that there is a dependency on the protection system to support reliability.  If the 

protection system should fail,6 the large load would instantly withdraw significant energy 

from the system.  While a few of these configurations may seem tolerable to some, the 

anticipation of large quantities of these configurations increases the risk.  Tariff 

modifications would be needed based on the Commission’s November 1, 2024 Order in 

Docket No. ER24-2172.7 

 Option 5: Co-located load with connection to the grid with protections to avoid 

delivery of system energy to load, but with back-up service from PJM with 

permission 

 New Option 5 

*note:  each option is subject to state laws that 
may specifically define and limit when and how 

load in a jurisdiction can be served by a supplier 
other than a franchised public utility 

Co-located load with connection to grid with protections to avoid delivery of system energy to 
serve the load or receive back-up service from PJM with advanced authorization 

                                                 
6 System protection facilities are discouraged per PJM Manual 7.  System Planning Division, PJM Manual 

07: PJM Protection Standards (May 30, 2019), https://www.pjm.com/-

/media/DotCom/documents/manuals/m07.ashx. 

7 PJM Interconnection, L.L.C., Order Rejecting Amendments to Interconnection Service Agreement, Docket 

Nos. ER24-2172-000, et al. (Nov. 1, 2024). 
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Description 
This option is when the load is located behind the generation and there is protection mechanisms in 
place to prevent delivery of energy from the grid to serve the load in the event the generation is 
offline. It also allows for back-up service from the PJM system with permission. 

PJM Preference Less preferred 

Load Status Not unless designated in a manner consistent with state law 

Generation Capacity Status Only for portion of Generation > Load 

PJM obligation to serve Not unless designated in a manner consistent with state law 

Load System Used and Charged 
If not designated Network Load, assuming no withdrawal of energy during coincident peak then no 
traditional NITS charges. However, network is still used to support co-location and delivery of 
ancillary services and should be part of a new rate design 

Ancillary Services Used Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves 

Ancillary Services Charged 
Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves (based on entire 
load) 

Generation Revenue  
• Capacity (For portion of CIRs retained) 
• Energy and Ancillary Services if injecting onto the PJM Grid  

Studies PJM Necessary Study, reduced generator CIRs studied in RTEP 

Load included in Load Forecast 
(RTEP) 

• Load - Only if Net Withdrawal >0 during coincident peak. 
• Only CIRs retained included in RTEP. 

Load included in RPM Reliability 
Requirement 

• Load - Only if Net Withdrawal >0 during coincident peak 
• Only CIRs retained included in RPM 

Cost Allocation for Interconnection 
Upgrades 

Generator for the changes to its facility to accommodate the load. 
Generator also responsible for any system upgrades to serve the load. 

System Protection Requirements Yes and back-up unit required to take forced outage 

Demand Response Eligibility No 

Tariff Modifications Yes 

 

This option is the same configuration as Option 4 above, but with the potential for 

the load to receive back-up service from the grid with PJM’s advanced authorization 

(meaning unilateral action by the generator or load to draw from the grid is not permitted).  

Such authorization from PJM would follow coordination by and among the generator 

and/or load, PJM, and the Transmission Owner (for matters relating to generator outages 

or otherwise).  Any PJM approval to take back-up power from the grid would be subject to 

conditions including the potential withholding of authorization or withdrawing of 

authorization under conditions that may threaten the integrity or reliability of the PJM 

Region or the regional power system.  This option requires real-time, bespoke operational 

decision-making to determine whether load can continue to be served.  Tariff modifications 

would be needed based on the Commission’s order in Docket No. ER24-2172.8 

                                                 
8 See id. 
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 Option 6: Co-located load that elects to be Network Load and bring its own 

generation 

 New Option 6 

*note:  each option is subject to state laws that 
may specifically define and limit when and how 

load in a jurisdiction can be served by a supplier 
other than a franchised public utility 

Co-located load that elects to be Network Load and bring own generation 
BYOG 

Description 
This option provides an opportunity for to bring your own generation with the incentive for faster 
interconnection when the load is Network Load 

PJM Preference Yes - maintains Resource Adequacy 

Load Status Network 

Generation Capacity Status Yes 

PJM obligation to serve Yes 

Load System Used and Charged NITS (Full load during coincident peak); Energy; Capacity (Full load during coincident peak) 

Ancillary Services Used Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves 

Ancillary Services Charged 
Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves (based on entire 
load) 

Generation Revenue  
• Capacity (based on full CIRs) 
• Energy and Ancillary Services (based on entire gen output) 

Studies 

• TO Load Integration study 

•PJM Do No Harm study 

•RTEP process inclusive of Load Forecast 

•Generator Interconnection Study  

Load included in Load Forecast 
(RTEP) 

Yes 

Load included in RPM Reliability 
Requirement 

Yes 

Cost Allocation for Interconnection 
Upgrades 

• Supplemental projects pursuant to local TO methodology 

• RTEP upgrades pursuant to RTEP cost allocation 

• Generator for the generator interconnection 

System Protection Requirements N/A 

Demand Response Eligibility Yes 

Tariff Modifications Maybe 

 

Under this option, large load additions interconnecting as Network Load could also 

bring to PJM additional generation that could serve as Capacity Resources.  The additional 

generation could be in the form of new incremental generation or arrangements with 

generation that otherwise has or is scheduled to deactivate.  This path would also be open 

for existing generation that could serve the energy needs of the large loads so long as the 

generator would still be available to PJM as a Capacity Resource if it clears in the capacity 

market.  
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Incentives could be explored to offer faster processing of generation that enters the 

queue through this option, including by way of example:  (1) providing options for 

accelerating interconnection studies of new generation proposed as part of this option; 

(2) enhancing existing provisional interconnection service options at discrete study points 

in the interconnection cycle so as to accelerate, in  a nondiscriminatory manner, the ability 

of new generation to achieve commercial operation; and (3) states could remove a barrier 

to entry for investment in large load infrastructure by assuming cost responsibility for 

transmission upgrades in the Regional Transmission Expansion Plan (“RTEP”) pursuant 

to the State Agreement Approach9 to promote state policies to encourage large load 

(including data center) development in their jurisdictions. 

For this Option 6, a physical co-located configuration can still be utilized but there 

is an additional opportunity for the new generation to enter into a bilateral agreement with 

the load for financial and contractual purposes.  This scenario would require preparation of 

an interconnection study for the new generation resource.  Further, the large load would be 

studied and could be connected to the grid pursuant to the existing Transmission 

Owner/EDC load interconnection process.  If transmission system upgrades are necessary 

to connect the load to the grid, the Attachment M-3 Process would be employed, and these 

upgrades would be proposed and studied as supplemental projects (and costs would be 

allocated pursuant to a Transmission Owner’s cost allocation methodology).  Other State 

Agreement Approach-related contracts might also be required on a case-by-case basis.   

This option offers a potentially faster interconnection path for generation resources 

supporting co-located loads in states that want them.  It is possible that Tariff revisions 

                                                 
9 Operating Agreement, Schedule 6, section 1.5.9 (State Agreement Approach). 
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would be required, especially for purposes of enhancing PJM’s existing provisional 

interconnection service construct or facilitating options to accelerate interconnection 

studies of new generation proposed as part of this option. 

Option 7:  Potential new non-capacity backed service as a Transitional Service  

  
 New Option 7 

*note:  each option is subject to state laws that 
may specifically define and limit when and how 

load in a jurisdiction can be served by a supplier 
other than a franchised public utility 

Co-located load that takes Interruptible Service 
(Load willing to curtail in advance of Emergency Procedures) 

Description 
This option provides an opportunity for large load to integrate as a non-capacity backed load where it 
avoids capacity costs if willing to curtail to support reliability in advance of emergency conditions.   

PJM Preference Yes - maintains Resource Adequacy 

Load Status Network (advance curtailment) 

Generation Capacity Status Yes 

PJM obligation to serve Yes but less priority 

Load System Used and Charged 
NITS (Full load during coincident peak); Energy, Capacity (only for portion that is not non-capacity 
backed)  

Ancillary Services Used Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves 

Ancillary Services Charged 
Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves (based on entire 
load) 

Generation Revenue  
• Capacity (based on full CIRs) 
• Energy and Ancillary Services (based on entire gen output) 

Studies 

• TO Load Integration study 

•PJM Do No Harm study 

•RTEP process inclusive of Load Forecast 

•Necessary Study 

Load included in Load Forecast 
(RTEP) 

Yes 

Load included in RPM Reliability 
Requirement 

• No for non-capacity backed load 
• CIRs included in RPM 

Cost Allocation for Interconnection 
Upgrades 

• Supplemental projects pursuant to local TO methodology 

• RTEP upgrades pursuant ot RTEP cost allocation 

• Generator for the changes to its facility to accommodate the load 

System Protection Requirements N/A 

Demand Response Eligibility No 

Tariff Modifications Yes 

 

 This potential new option would allow a large load to integrate as Network Load at 

a potentially faster pace than under existing load integration frameworks subject to the load 

electing a new transitional non-capacity backed service offering.  Under this offering, large 

loads would be offered the option to be classified as a non-capacity backed load for a 

transitional period until any resource adequacy supply/demand imbalances associated with 
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the large load addition could be addressed and the load could assume full Network Load 

status with all of its attendant benefits.   

In return for agreeing to take non-capacity backed service, the load would avoid 

capacity costs during the transition period in return for its willingness to curtail load (or 

serve its own load through on-site generation10) in those situations where, by way of 

example, PJM has identified conditions that may threaten the integrity or reliability of the 

PJM Region or the regional power system. 

Potential variations on this option could be explored with the ultimate goal being 

to enhance resource adequacy and provide opportunities for large loads to efficiently 

connect to the system by providing incentives for large loads to be more flexible.  The 

advantage of a physical co-located configuration can still be utilized although all load 

would be in front of the meter.  Tariff revisions would be required to develop this new type 

of service.   

 Option 8: Co-located load participating in Demand Response 

 New Option 8 

*note:  each option is subject to state laws that 
may specifically define and limit when and how 

load in a jurisdiction can be served by a supplier 
other than a franchised public utility 

Co-located Load  that elects to be Network Load  and that participates as Demand Response  

Description 

This existing option provides an opportunity for the load to be Network Load and participate as a 
Demand Response resource.  Options to operate back-up generation provides a mechanism to serve 
the co-located load when asked to curtail for DR. This option assume the co-located load and 
generation share the same POI. 
 
Additional review of DR rules and opportunities for relaxation of federal and state emission 
restrictions provide more incentives. 

PJM Preference Yes - maintains Resource Adequacy 

Load Status Network 

Generation Capacity Status Yes 

PJM obligation to serve Yes 

Load System Used and Charged NITS (Full load during coincident peak); Energy; Capacity (Full load during coincident peak) 

Ancillary Services Used Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves 

Ancillary Services Charged 
Reactive, Black Start, Regulation, Sync, Non Sync, Day-ahead Scheduling Reserves (based on entire 
load) 

                                                 
10 See infra PJM’s response to question F.ii.   
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Generation Revenue  
• Demand Response Revenue 
• Capacity (based on full CIRs) 
• Energy and Ancillary Services (based on entire gen output) 

Studies 

• TO Load Integration study 

•PJM Do No Harm study 

•RTEP process inclusive of Load Forecast 

•Necessary Study 

Load included in Load Forecast 
(RTEP) 

Yes 

Load included in RPM Reliability 
Requirement 

Yes 

Cost Allocation for Interconnection 
Upgrades 

• Supplemental projects pursuant to local TO methodology 

• RTEP upgrades pursuant ot RTEP cost allocation 

• Generator for the changes to its facility to accommodate the load 

System Protection Requirements N/A 

Demand Response Eligibility Yes 

Tariff Modifications Maybe 

 

This option provides an opportunity for the load to be Network Load and participate 

as a Demand Response resource.  Although this option already exists in PJM, there could 

be an additional review of the PJM Demand Response rules.  Also, there may be 

opportunities for a targeted review of federal and state emission restrictions on back-up 

generation that would provide more incentives for this option (see infra the discussion of 

diesel back-up generators in response to question F.ii).  Options to operate back-up 

generation provide a mechanism to serve the co-located load when asked to curtail for 

Demand Response.  This option may enhance resource adequacy under tight system 

conditions in the short term, and realizes other benefits of Network Load status.  For any 

enhancements to the existing demand response product, potential future Tariff revisions 

may be required. 
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III. PJM RESPONSE TO COMMISSION QUESTIONS 

 

A. General 

i. Do you agree with the jurisdictional principles outlined in section 

VI.A and should the Commission reach any other conclusions 

regarding jurisdiction in a final order it may issue in this 

proceeding?  Why or why not? 

PJM Response:    

Although section VI.A of the Commission’s Order outlines the Commission’s 

jurisdiction in broad strokes, there is nuance regarding the Commission’s jurisdiction that 

is worth noting and was not addressed in the Order.   

Due to deregulation at both the state and federal level, there is the potential for 

regulatory gaps with respect to co-located load arrangements.  The FPA was written to 

respect the state’s traditional role with respect to electricity regulation.  To that end, the 

FPA provides: 

(a) It is declared that the business of transmitting and selling electric 

energy for ultimate distribution to the public is affected with a public 

interest, and that Federal regulation of matters relating to generation 

to the extent provided in this subchapter and subchapter III of this 

chapter and of that part of such business which consists of the 

transmission of electric energy in interstate commerce and the sale 

of such energy at wholesale in interstate commerce is necessary in 

the public interest, such Federal regulation, however, to extend only 

to those matters which are not subject to regulation by the States. 

(b) The provisions of this subchapter shall apply to the transmission 

of electric energy in interstate commerce and to the sale of electric 

energy at wholesale in interstate commerce, but shall not apply to 

any other sale of electric energy or deprive a State or State 

commission of its lawful authority now exercised over the 

exportation of hydroelectric energy which is transmitted across a 

State line. The Commission shall have jurisdiction over all facilities 

for such transmission or sale of electric energy, but shall not have 

jurisdiction, except as specifically provided in this subchapter and 

subchapter III of this chapter, over facilities used for the generation 

of electric energy or over facilities used in local distribution or only 

for the transmission of electric energy in intrastate commerce, or 



22 

over facilities for the transmission of electric energy consumed 

wholly by the transmitter. 

(c) For the purpose of this subchapter, electric energy shall be held 

to be transmitted in interstate commerce if transmitted from a State 

and consumed at any point outside thereof; but only insofar as such 

transmission takes place within the United States.11 

The foregoing grants the Commission three categories of jurisdiction:  

(i) jurisdiction over “the transmission of electric energy in interstate commerce,” 

(ii) jurisdiction over “the sale of such energy at wholesale in interstate commerce,”12 and 

(iii) jurisdiction over the facilities used for such wholesale sales and transmission.   

In addition, the FPA expressly limits the Commission’s jurisdiction over:  (i)  sales 

of electricity that are not wholesale sales,13 (ii) facilities used for generation, (iii) local 

distribution facilities (in other words, not associated with high-voltage transmission of 

electric energy but where the transmitted power was “stepped down” to distribution 

voltage), and (iv) facilities for the transmission of electric energy consumed wholly by the 

transmitter (which does not appear implicated by most co-located load arrangements given 

different identities between transmitter and consumer). 

When the FPA was enacted, the industry looked very different than it looks today.  

Given industry deregulation, the increased interconnectivity of the grid, and advancements 

in technology, the traditional dividing lines between state and federal jurisdiction have 

somewhat blurred.  Although Organization of PJM States, Inc. contends that “there is no 

regulatory gap involving co-location arrangements,”14 it is unclear whether that is the case 

                                                 
11 16 U.S.C. §§ 824(a)-(c). 

12 16 U.S.C. §§ 824(a), (b)(1); see N.Y. v. FERC, 535 U.S. 1, 7–8 (2002) (“New York”). 

13 See S. Cal. Edison Co. v. FERC, 603 F.3d 996, 1000-01 (D.C. Cir. 2010) (regarding station power); Ind. 

Mun. Power Agency v. PJM, 173 FERC ¶ 61,243, at PP 89-102 (2020) (same).   

14 Order at P 18. 
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across PJM’s footprint.  The bottom line:  as discussed below, different state laws may 

impact the permissibility of certain of the potential co-location arrangements summarized 

in Exhibit A and discussed above.15   

Traditionally, utilities were vertically integrated and operated within a franchised 

service territory selling bundled electricity to end users at state-regulated retail rates.16  Due 

to this vertical integration, a single company would own the electric generating facilities, 

transmission lines, and distribution lines needed to serve retail customers.  This market 

structure was due in part to state law and the Public Utility Holding Company Act of 1935 

(“PUHCA”) (which was repealed in 2005).17  State laws typically granted an exclusive 

retail franchise within their jurisdictions and these utilities provided bundled electric 

service, and state regulators and state laws typically defined (and still define) the extent of 

a utility’s legal obligation to serve customers.  PUHCA, for its part, broke up a small 

number of existing electric utility holding companies into hundreds of smaller, local utility 

companies or holding company systems.18   

Over the last few decades and particularly since the passage of the Public Utility 

Regulatory Policies Act of 1978 (“PURPA”),19 the electric power industry has evolved 

                                                 
15 See Jon Wellinghoff & Steven Weissman, The Right to Self-Generate as a Grid-Connected Customer, 

Energy Bar Association, 305 (2015), https://www.eba-net.org/wp-content/uploads/2023/02/11-23-305-326-

Wellinghoff_FINAL-11.10.pdf (“In those areas of the country where competitive retail access to electric 

service does not exist, . . . [there is] a struggle to determine who has the right to supply all or a portion of the 

electric energy services necessary to meet a consumer’s needs.”).   

16 See FERC v. Elec. Power Supply Ass'n, 577 U.S. 260, 266-67 (2016) (“EPSA”). 

17 See Public Utility Holding Company Act of 1935, Pub. L. No. 74-333, 49 Stat. 821 (codified as 15 U.S.C. 

§§ 79-79z-6) (repealed 2005).  

18 See The Repeal of the Public Utility Holding Company Act of 1935 (PUHCA 1935) and Its Impact on 

Electric and Gas Utilities, Congressional Research Service (Nov. 20, 2006), 

https://www.everycrsreport.com/files/20061120_RL33739_19b253d11f6560b7153533b0430a157fe0effb5f

.pdf.   

19 Public Utility Regulatory Policies Act of 1978, Pub. L. No. 95-617, 92 Stat. 3117 (codified as 16 U.S.C. 

§ 261). 

https://www.everycrsreport.com/files/20061120_RL33739_19b253d11f6560b7153533b0430a157fe0effb5f.pdf
https://www.everycrsreport.com/files/20061120_RL33739_19b253d11f6560b7153533b0430a157fe0effb5f.pdf
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from one where vertically integrated utility monopolies predominated to an environment 

that supports more competitive generation supply.  Among other things, PURPA 

introduced a new category of wholesale sellers exempt from PUHCA’s “integrated public-

utility system” restriction called Qualifying Facilities (“QFs”)—which were either a 

“cogenerator” or a “small power producer.”  QFs may make retail sales in states where 

permitted to do so. 

A notable exception to the exclusive franchised utility construct that emerged after 

PURPA was customer self-service in the form of commercial and industrial electrical users 

(for example, in the pulp and paper industry) that installed “inside the fence” QF 

cogeneration facilities where permitted by state law.20  Such self-service arrangements 

appear distinguishable from co-location arrangements because co-location arrangements 

generally involve the sale of power from generators to intermediaries and then to load.21  

Even where these self-servicing industrials consumed the entire output of their generation 

facilities, these industrials still required electric distribution service from the local utility 

to provide power in the event on-site generation was on outage or was insufficient to satisfy 

the full electrical requirements of the operation.  These industrials were not electrically 

islanded.  In fact, they established and maintained interconnections the terms of which 

                                                 
20 See generally Jackie S. Levinson & Andrew D. Schifrin, Regulatory and Tax Treatment of Electric 

Interconnection Facilities, Energy Bar Association, 23 Energy L.J. 459, 462 (2002), https://www.eba-

net.org/wp-content/uploads/2023/02/6-Vol23_No2_2002_Art_Regulatory-and-Tax.pdf; Douglas M. Roe, 

Musings from Behind-the-Meter:  A 20th Century Model for a 21st Century World?, Energy Bar Association, 

44 Energy L.J. 251, 254-55 & n.16 (2023), https://www.eba-net.org/wp-content/uploads/2023/11/5-Roe251-

300.pdf (“‘Competition for industrial loads from self-generation was present at the turn of [the twentieth] 

century.’”).     

21 See Constellation Energy Generation, LLC v. PJM Interconnection, L.L.C., Comments of East Kentucky 

Power Cooperative, Inc., Docket No. EL25-20-000, at 3 & n.9 (Dec. 12, 2024) (“EKPC Comments”) (“The 

colocation issue here is distinguishable from the situation of a load using its own on-site generation resource 

to provide all or part of its power supply, i.e., self- generation. . . .  Even in the case of back-up generation 

(in which the load has generation that it can use to self-supply when power from the utility is not available), 

the load must comply with state law requirements.”).   
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(including any back-up service) were frequently addressed in separately negotiated 

agreements or in utilities’ state-regulated retail tariffs.   

Several other major changes in the regulatory landscape call into question the 

assumption that states necessarily regulate matters outside of the Commission’s 

jurisdiction or over which the Commission has not affirmatively regulated.  Starting in the 

1990s the Commission ordered utilities that offered unbundled transmission service either 

voluntarily or as the result of state retail choice programs, to offer non-discriminatory 

access to their transmission systems.22  The Energy Policy Act of 1992 amended PUHCA 

to create Exempt Wholesale Generators (“EWGs”), which would—like a QF—be exempt 

from PUHCA’s restrictions.  This development further increased the number and diversity 

of potential wholesale generation competitors (as EWGs were not fuel-type limited).  By 

definition, an EWG engages in wholesale transactions and cannot make retail sales.23  Yet 

under certain co-located load arrangements (Options 4 and 5 in Exhibit A, for example), 

EWGs could seek to sell power to an intermediary that then engages retail sales.24 

                                                 
22 See generally New York (upholding Order No. 888 and surveying industry regulatory developments); see 

Promoting Wholesale Competition Through Open Access Non-Discriminatory Transmission Services by 

Public Utilities; Recovery of Stranded Costs by Public Utilities and Transmitting Utilities, Order No. 888, 

75 FERC ¶ 61,080, 1991–1996 FERC Stats. & Regs., Regs. Preambles ¶ 31,036 (1996), order on reh’g, 

Order No. 888-A, 78 FERC ¶ 61,220, 1996–2000 FERC Stats. & Regs., Regs. Preambles ¶ 31,048, order on 

reh’g, Order No. 888-B, 81 FERC ¶ 61,248 (1997), reh’g denied, Order No. 888-C, 82 FERC ¶ 61,046 

(1998), aff’d in part & remanded in part sub nom. Transmission Access Policy Study Group v. FERC, 225 

F.3d 667 (D.C. Cir. 2000), aff’d sub nom. New York v. FERC, 535 U.S. 1 (2002). 

23 18 C.F.R. § 366.1.  

24 See, e.g., Jersey Cent. Power & Light Co., 1996 N.J. PUC Lexis 23 (May 23, 1996); O’Brien (Parlin) 

Cogeneration, Inc., Application of O’Brien (Parlin) Cogeneration, Inc. for Determination of Exempt 

Wholesale Generator Status, Docket No. EG96-60-000 (Apr. 29, 1996); O’Brien (Parlin) Cogeneration, Inc., 

75 FERC ¶ 61,326 (1996).  Congress would have to amend the FPA to allow EWGs to provide needed energy 

directly to co-located loads.  See Todd Glass, Achieving AI dominance through competitive power markets, 

Utility Drive, https://www.utilitydive.com/news/ai-data-centers-competitive-power-markets/738275/ (last 

visited Mar. 21, 2025). 
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As a result of this unbundling, electric utilities restructured from vertically 

integrated companies, to separately owning generation, transmission, and distribution 

facilities.25  In addition, the Energy Policy Act of 2005 repealed the Public Utility Holding 

Company Act of 1935.26  As a result, “any type of entity can own any type of utility asset 

and perform any type of electric service function, in any location.”27 

Further, between 1996 and 2000, many states in the PJM Region assessed whether 

to introduce competition for retail electricity service into historically exclusive service 

territories.28  This is a significant point because under states that did not pursue 

deregulation, a state’s exclusive retail franchise territory law may restrict non-franchised 

suppliers from serving co-located load.29  Further, in deregulated states, state law may (or 

                                                 
25 EPSA at 267 (“Decades ago, state or local utilities controlled their own power plants, transmission lines, 

and delivery systems, operating as vertically integrated monopolies in confined geographic areas. That is no 

longer so. Independent power plants now abound, and almost all electricity flows not through ‘the local power 

networks of the past,’ but instead through an interconnected ‘grid’ of near-nationwide scope.”). 

26 Energy Policy Act of 2005, Pub. L. No. 109-58, §§ 1261-77, 119 Stat. 594. 

27 Scott Hempling, Regulating Public Utility Performance: The Law of Market Structure, Pricing and 

Jurisdiction 93 (2nd ed. 2021) (“Regulating Public Utility Performance”).  

28 See Regulating Public Utility Performance at 93 & n.25 (identifying Delaware, District of Columbia, 

Illinois, Maryland, Michigan, New Jersey, Ohio, and Pennsylvania as among the states that allow retail 

electricity competition).     

29 Some parties have advanced arguments about such state law particulars in related dockets. See, e.g., EKPC 

Comments at 3 (“Kentucky law is clear that ‘each retail electric supplier shall have the exclusive right to 

furnish retail electric service to all electric-consuming facilities located within its certified territory.’” (citing 

KY. REV. STAT. ANN. § 278.018(1) (West))); Baltimore Gas & Electric Co., Comments of Southern 

Maryland Electric Cooperative, Inc., Docket No. EL24-149-000, at 3 (Oct. 30, 2024) (“[C]onsistent with 

current Maryland law, a Maryland co-located data center or other large load is a ‘retail electric customer’ 

similar to any other resident or business situated in [Southern Maryland Electric Cooperative, Inc’s] southern 

Maryland electric service territory.  Only an ‘electric company’ with relevant franchise rights and other 

necessary approvals is authorized to serve ‘retail electric customers’ in Maryland.”); State ex rel. Utils. 

Comm’n v. N.C. Waste Awareness & Reduction Network, 255 N.C. App. 613, 618 (2017) (“Duke Energy has 

been granted an exclusive right to provide electricity in return for compensation within its designated territory 

and with that right comes the obligation to serve all customers at rates and service requirements established 

by the Commission.”), aff’d sub nom., 812 S.E.2d 804 (N.C. 2018).  Further, as others have explained, “some 

states may require that franchise public utilities not co-locate load at existing generation facilities built and 

paid for by its retail customers.  Additionally, state law may specifically define and limit when load in a 

franchise public utility’s territory can be served by a supplier other than the franchise public utility.”  Large 

Loads Co-located at Generation Facilities, Comments of Dominion Energy Services, Inc., Docket No. 

AD24-11-000, at 10 (Dec. 9, 2024) (“Dominion Energy Comments”); Dominion Energy Comments at 2 

(noting Dominion Energy Virginia is a vertically integrated utility that owns regulated electric transmission, 
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may not) today (or in the future) require co-located load suppliers to be licensed energy 

providers and/or otherwise impose limitations on such suppliers by, for example, obliging 

the designation of the load as Network Load, with or without netting, or take certain types 

of transmission service that could compel the designation of co-located load as Network 

Load.30 

State law does not necessarily regulate companies making sales to these end users.  

There are instances where industrial customers’ self-supply of electricity has been found 

to fall outside the scope of public utility regulation.  Indeed, even when one large industrial 

end-user sold electricity to another large industrial end-user within the same complex, such 

sales were found neither to render the seller a public utility under state law nor violate the 

local utility’s exclusive franchise territory because it was not offering such sales to the 

public generally.31 

By way of further example, Pennsylvania defines a “public utility” as a person or 

corporation that transmits or distributes electricity “to or for the public for 

compensation.”32  To the extent a company is found to be a public utility, it would be 

subject to regulation by the Pennsylvania Public Utilities Commission (“PA PUC”).  

                                                 
distribution, and generation assets (including two nuclear facilities) and Northern Virginia is in its franchise 

service territory).  Under Virginia Law, Dominion Energy Virginia appears to have been granted an exclusive 

franchise by the State Corporation Commission to serve customers as a public utility within its certificated 

service territory.  See VA. CODE ANN. § 56-265.3A.  It is a monopoly provider of such service and, in 

accord with that franchise, has an obligation to provide it to all customers within its territory.  See VA. CODE 

ANN. §§ 56-265.4, 56-234A. 

30 Some states appear to have jurisdiction over the terms and conditions in state retail tariffs like Electric 

Generation Supplier Coordination Tariffs or Supplier Coordination Tariffs.   

31 See, e.g., U.S. Steel Corp. v. N. Ind. Pub. Serv. Co., 951 N.E.2d 542, 554-57 (Ind. Ct. App. 2011) (finding 

that Steel Producer’s sale of electricity to industrial end user within the same complex did not render the 

Steel Producer a public utility as defined by the Indiana code).  Given the national security interests that may 

attach to the AI infrastructure co-located load arrangements, it is not clear if state regulators would view new 

data center loads as being in furtherance of the public interest and the public generally, such that state 

regulation may be appropriate. 

32 66 PA. CONS. STAT. § 102(1)(i) (regarding definition of “public utility”). 



28 

However, the PA PUC and Pennsylvania appellate courts have found that service to a 

closed, limited, and privileged class of customers pursuant to contract is not service to the 

“public” and, therefore, PA PUC jurisdiction does not attach.33  In Pennsylvania, these 

determinations are made based on the control over who can receive service and whether 

the corporation holds itself out as willing to provide service to the public.34  Because the 

companies agreeing to sell electricity to data centers may not be offering that service to the 

public generally, it is possible that courts and state regulators would find that these sales 

likely will not be subject to public utility regulation in Pennsylvania.35  PJM is unaware of 

any Pennsylvania state law objections to the proposed co-location arrangement advanced 

in Docket No. ER24-2172 relating to the Third Revised Co-Located Load Susquehanna 

Nuclear, LLC (“Susquehanna”) Interconnection Service Agreement (“ISA”) docket.36   

Pennsylvania is not the only state that has declined to regulate sales to large end 

users in this way.  New Jersey has similarly declined to exercise public utility regulation 

over sales to large end users.  In 1999, the New Jersey Board of Public Utilities disclaimed 

jurisdiction over a special purpose entity that was created to resell power from a 

cogeneration plant to an inside-the-fence retail customer to allow the owner of the 

                                                 
33 See, e.g., Drexelbrook Assocs. v. Pa. Pub. Util. Comm’n, 212 A.2d 229 (Pa. Super. Ct. 1964) (holding that 

a landlord who controlled who could be a tenant via a lease was not a public utility). 

34 See, e.g., Warwick Water Works, Inc. v. Pa. Pub. Util. Comm’n, 699 A.2d 770 (Pa. Commw. Ct. 1997) 

(holding that condo association was a public utility because it did not control who could become a condo unit 

owner). 

35 The Philadelphia Navy Yard is similarly regarded as not being subject to Pennsylvania public utility 

regulation, and holds itself out as an unregulated electric grid.  See Kevin B. Jones, et al., The Urban 

Microgrid:  Smart Legal and Regulatory Policies to Support Electric Grid Resiliency and Climate Mitigation, 

Fordham Urban Law Journal, 1695, 1717-19 (2014), 

https://ir.lawnet.fordham.edu/cgi/viewcontent.cgi?article=2552&context=ulj (“The microgrid structure at 

the Navy Yard is an anomaly—it operates independent of state regulation” because it is not a “public utility” 

under applicable law).   

36 See, e.g., PJM Interconnection, L.L.C., Comments of the Pennsylvania Public Utility Commission, Docket 

No. ER24-2172-000 (July 10, 2024) (identifying no state law obstacles).    
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cogeneration unit to obtain EWG status from the Commission.37  Under New Jersey law, a 

public utility is defined as an entity that owns, operates, or manages any electrical light 

plant or equipment for public use.38  In that case, because the entity created would not own 

or operate any equipment, the New Jersey Board of Public Utilities declined to regulate 

that entity as a public utility.39 

As these examples illustrate, there is risk in painting with too broad a brush.  State 

law regulatory particulars may, in certain instances, determine whether particular co-

location arrangements will be regulated by the states or permitted by states with a 

franchised public utility model.  As such, the propriety of the co-location arrangements 

proposed in Exhibit A are subject to different state law requirements that could disqualify 

certain options.   

Transmission 

The Commission’s jurisdiction over the ‘“the transmission of electric energy in 

interstate commerce,”’ 16 U.S.C. § 824(b)(1), extends to energy ‘“transmitted from a State 

and consumed at any point outside thereof.”’40  A jurisdictional determination, therefore, 

                                                 
37 See Jersey Cent. Power & Light Co., 1996 N.J. PUC Lexis 23 (May 23, 1996); O’Brien (Parlin) 

Cogeneration, Inc., Application of O’Brien (Parlin) Cogeneration, Inc. for Determination of Exempt 

Wholesale Generator Status, Docket No. EG96-60-000 (Apr. 29, 1996); O’Brien (Parlin) Cogeneration, Inc., 

75 FERC ¶ 61,326 (1996). 

38 Jersey Cent. Power & Light Co., 1996 N.J. PUC Lexis 23, at *7. 

39 Id. at *8.  The Commission’s precedent regarding what is acceptable to do through an affiliate while 

retaining EWG status is somewhat at odds.  For example, for purposes of determining whether a generating 

unit qualifies as an EWG under the Public Utility Holding Company Act of 1935, the Commission has found 

that a company cannot qualify for EWG status if it is engaging in any business even if the company transfers 

the relevant business to an affiliate.  See PSEG Fossil, LLC, 95 FERC ¶ 61,405 (2001) (rejecting company’s 

request to confirm EWG status if the company transferred business activities other than wholesale sales of 

electricity to an affiliate because allowing the company to transfer the business to an affiliate would “elevate 

form over substance”).  However, the Commission has allowed a company to retain EWG status while selling 

power to an end-user through an affiliate that was created specifically to effectuate the sale to the end-user.  

O’Brien Parlin Cogeneration, 75 FERC ¶ 61,326 (1996). 

40 Fed. Power Comm’n v. Fla. Power & Light Co., 404 U.S. 453-54 (1972).   
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turns on a factual question regarding the flow of energy.41  To find the Commission has 

jurisdiction over wholesale transmission, there must be substantial evidence of energy 

flowing across state lines.42  However, there is no requirement to trace individual electrons 

to make a jurisdictional finding (as it would not be possible to do so).  Instead, where a 

utility’s lines are connected to the interstate grid—even indirectly—this can be sufficient 

to support a finding of interstate transmission due to the nature of how electricity flows.43  

In this regard, the Commission’s jurisdiction can be established through circumstantial 

evidence that interstate transmission has taken place.44 

 At a minimum, co-located arrangements implicate the Commission’s transmission 

jurisdiction due to PJM’s provision of ancillary services and in light of the wholesale sales 

taking place over certain facilities.  Even to the extent a co-located data center is primarily 

obtaining energy from a co-located generator, that data center will be interconnected to the 

grid such that it will benefit from PJM’s provision of ancillary services, including load 

following, frequency regulation, and black start.  Therefore, at a minimum, the 

Commission has jurisdiction regarding the transmission service associated with the 

ancillary services utilized in co-location arrangements.  These ancillary services cannot be 

delivered without the grid.   

                                                 
41 Id. at 454-55.   

42 Id. at 458.   

43 New York at 7–8 (“It is only in Hawaii and Alaska and on the ‘Texas Interconnect’—which covers most of 

that State—that electricity is distributed entirely within a single State.  In the rest of the country, any 

electricity that enters the grid immediately becomes a part of a vast pool of energy that is constantly moving 

in interstate commerce.  As a result, it is now possible for power companies to transmit electric energy over 

long distances at a low cost.” (footnote omitted)). 

44 Ind. & Mich. Elec. Co. v. Fed. Power Comm’n, 365 F.2d 180 (7th Cir. 1966) (finding evidence that there 

was not sufficient generation in state to meet the load as sufficient to show an interstate transmission took 

place). 
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 Further, the Commission’s jurisdiction over transmission service in interstate 

commerce is also necessarily implicated in matters relating to co-located load arrangements 

where generator interconnections are being modified.  The Commission has jurisdiction 

over interconnections to the grid, and no entities are disputing the Commission’s 

jurisdiction over such interconnections, including modifications to add load (which again 

may include a wholesale sale and transmission).45 

Wholesale Sales 

The FPA empowers the Commission to regulate wholesale sales of electricity (i.e., 

sales for resale) in interstate commerce, but reserves to the states the authority to regulate 

all other sales.46  The Commission’s jurisdiction extends to sales for resale even to the 

extent such sales are taking place entirely within one state provided sale involves electricity 

flowing across states lines.47  Given the interconnectivity of the grid, advancements in 

technology, and industry deregulation, whether or not a wholesale sale has taken place has 

become an increasingly complicated question.  Moreover, the way the Commission has 

gone about answering that question depends on the context and has evolved over time. 

                                                 
45 Standardization of Generator Interconnection Agreements and Procedures, Order No. 2003, 104 FERC 

¶ 61,103 (2003), order on reh’g, Order No. 2003-A, 106 FERC ¶ 61,220, order on reh’g, Order No. 2003-

B, 109 FERC ¶ 61,287 (2004), order on reh’g, Order No. 2003-C, 111 FERC ¶ 61,401 (2005), aff’d sub nom. 

Nat’l Ass’n of Regul. Util. Comm’rs v. FERC, 475 F.3d 1277 (D.C. Cir. 2007), cert. denied, 552 U.S. 1230 

(2008) (the Commission will continue to have exclusive jurisdiction over the rates, terms, and conditions in 

service agreements). 

46 Order at P 67. 

47 Fed. Power Comm’n, 376 U.S. 205 (upholding Federal Power Commission jurisdiction over sales of 

electric energy at wholesale in interstate commerce where a sale was intrastate but power flowing originated 

out of state).   
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ii. Does the Tariff sufficiently address co-location arrangements with 

respect to each issue listed in this order?  Please include specific 

tariff provisions or other governing documents that may apply. 

PJM Response:    

PJM’s Tariff remains just and reasonable.  The Tariff today permits co-located 

loads to interconnect through existing load interconnection processes, albeit processes 

whereby the load is designated Network Load and reported to PJM via the Transmission 

Owners/Load Serving Entities/EDCs.  Certain entities may prefer, for their own business 

reasons, alternative pathways to co-location.  But such preferences do not render the Tariff 

unjust and unreasonable because they do not accommodate such business goals while 

providing alternative pathways to service.48  

Nevertheless, clarifications and enhancements could well be in order given that this 

is an evolving area and Tariff provisions did not contemplate the type of arrangements at 

issue in this docket or their implications.  PJM is committed to facilitating and supporting 

co-location arrangements where permitted by applicable state law.  PJM is proposing 

various options to facilitate the development of Artificial Intelligence (“AI”)-infrastructure 

as discussed above and in Exhibit A to this filing.  Pending Commission and stakeholder 

input, PJM remains open to modifying its Tariff as necessary to clarify any rates, terms, or 

conditions relating to co-location arrangements to provide the industry with needed 

regulatory clarity, certainty, and optionality.  

As noted previously, given the national interest in development of data centers to 

ensure the domestic development of AI (among other reasons), PJM’s efforts would be 

greatly assisted by Commission guidance as to the reasonableness of any of the existing 

                                                 
48

 See Anbaric Dev. Partners, L.L.C. v. PJM Interconnection, L.L.C., 171 FERC ¶ 61,241 (2020). 
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and proposed options for co-located load set forth in Exhibit A and described in this 

submittal.  Moreover, progress on these issues would be greatly enhanced by the 

Commission setting a deadline for either submittals of a compliance filing or Section 205 

filings to provide a clear pathway of options that meet the Commission’s and industry’s 

shared interests in advancing this important issue.  

iii. If the Tariff does not sufficiently address co-location arrangements, 

how should the Tariff be modified to do so?  As part of your answer, 

address whether portions of the Guidance Document may serve as 

a just and reasonable and not unduly discriminatory or preferential 

replacement rate.  Alternatively, address whether existing rules in 

the Tariff may or should be modified to address co-location 

arrangements. 

PJM Response:    

As a threshold matter, PJM rescinds its previously issued Guidance Document 

pending Commission guidance in this docket about a Commission-approved path forward 

(including the propriety of Option 4).  As explained in PJM’s submissions in Docket 

No. EL25-20, the heavily caveated Guidance Document was issued by PJM as an initial 

attempt to provide limited guidance after over a year’s worth of unfruitful stakeholder 

discussions.  The Commission has rejected a modified ISA informed by this Guidance 

Document.49  

In this submittal, PJM has set forth possible options for co-location. Some options 

are already embodied in the existing Tariff while others would require new or enhanced 

Tariff provisions.  Stakeholder and Commission feedback on these and other options is 

necessary, as is Commission guidance both on the propriety of proposed options and also 

                                                 
49 See Docket No. ER24-2172.   
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the timeline for any additional compliance or Section 205 filings to implement such 

guidance.   

iv. Parties may also address how co-located loads are similar to or 

disparate from other types of arrangements where load and 

generation share the same point of interconnection (such as Behind 

the Meter Generation as defined in PJM’s Tariff or non-retail 

behind the meter generation) and should consider how any 

proposed replacement rate would interact with these other 

arrangements.   

PJM Response:    

The co-located load arrangements at issue here, large data centers, could be viewed 

as similar to BTM Generation that currently exists under PJM’s Tariff (as reflected in 

Exhibit A, Option 3).  But as explained herein, the BTM Generation paradigm does not fit 

co-location arrangements particularly well because it was not designed with large load co-

location in mind. 

BTM Generation is defined as: 

[A] generation unit that delivers energy to load without using 

the Transmission System or any distribution facilities (unless the 

entity that owns or leases the distribution facilities has consented to 

such use of the distribution facilities and such consent has been 

demonstrated to the satisfaction of the Office of the 

Interconnection); provided, however, that Behind The Meter 

Generation does not include (i) at any time, any portion of such 

generating unit's capacity that is designated as a Generation 

Capacity Resource; or (ii) in an hour, any portion of the output of 

such generating unit that is sold to another entity for consumption at 

another electrical location or into the PJM Interchange Energy 

Market.50 

As PJM described in 2004 when it proposed its BTM Generation Tariff revisions, 

BTM Generation “refers to generating units that are located with load at a single electrical 

location such that no transmission or distribution facilities are used to deliver energy from 

                                                 
50 Tariff, Part I, Definitions – A - B.   
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the generating unit to the load.”51  This definition was subsequently expanded to permit 

inclusion of municipals and EDCs (“Non-Retail”) that use distribution facilities to serve 

loads, with the consent of the owner or lessee of the distribution facilities.52  Notably, 

“BTM[] G[eneration] netting is only available to entities that have Network Integration 

Transmission Service agreements with PJM[,]”53 and are thus taking NITS, as the netting 

provisions appear in PJM’s NITS Tariff.54 

Although all load served by BTM Generation must be designated Network Load 

(as the Tariff does not exempt such load from the definition of Network Load), PJM’s BTM 

Generation rules permit a different rate treatment in the form of netting of loads served 

BTM.  Under such netting provisions, the Network Customer’s daily load “does not include 

load served by operating Behind The Meter Generation.”55  The extent to which netting 

could or should apply to co-located data center load is not clear at this time.   

Moreover, while the BTM Generation netting concept was justified as a means of 

recognizing that certain market participants “rely to a lesser degree on the PJM integrated 

                                                 
51 PJM Interconnection, L.L.C., 107 FERC ¶ 61,113, at P 4 (2004).   

52 PJM Interconnection, L.L.C., 113 FERC ¶ 63,024 (2005), aff’d, 113 FERC ¶ 61,279.   

53 Operations Planning Division, PJM Manual 14D: Generator Operational Requirements, PJM 

Interconnection, L.L.C., Appendix A ¶ 4 (Dec. 18, 2024), https://www.pjm.com/-

/media/DotCom/documents/manuals/m14d.pdf (“PJM Manual 14D”).   

54 Tariff, Part III, sections 34.2 and 34.3. 

55 Id. at section 34.2; PJM Manual 14D, Appendix A ¶ 6.  The load in this configuration is not required to 

carry reserves and may lean on the PJM system when the co-located generation is on a full or partial outage 

or if the load exceeds the rating of the co-located generation.  Therefore, adding load to PJM without reserves 

will degrade reliability to worse than 1 in 10 (increase loss of load expectation (LOLE) to greater than 0.1 

days/year).  PJM accommodates some level of this configuration through a settlement agreement in 2006 that 

allows the PJM LOLE to be relaxed from 1 in 10 years to 1 in 9.5 years.  This analysis is updated each year 

and historically has resulted in a cap of approximately 2000 MW of which about 1300 MW is already used.  

Tariff, Part III, section 34.3; PJM Manual 14D, Appendix A ¶ 66.  There are also performance requirements 

for generation associated with this configuration.  Therefore, large load additions located behind generation 

is not ideal or was contemplated.  
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transmission system to serve load,”56 20-years later cost causation principles may dictate a 

different outcome for co-located data center loads that appear to have different customer 

profile and load characteristics.57  At the very least, co-located data center configurations 

appear to require certain ancillary services (load following) and black start service.  In 

order for a co-location arrangement (i.e., the generator plus data center) to obtain these 

services, the grid itself must exist.  Ancillary services pass through transmission lines, not 

the air.  Therefore, cost causation principles appear to support allocating co-located 

arrangements ancillary service costs (at a minimum).  Further, simple netting may not 

capture the costs “caused” by co-located data center arrangements.  Indeed, it is possible 

that such arrangements (depending on how they are structured) could avoid all costs 

because they would always net to zero (meaning the entire data center load is supplied by 

the co-located generator).   

In addition, the current BTM Generation concept has been used by relatively small 

loads and there is a Tariff cap on non-retail BTM Generation.  Allowing very large loads 

like data centers to net is problematic because loads in this configuration do not carry 

reserves.  Planning and resource adequacy will not account for loads in this configuration.  

See supra Section II, discussion of Option 3 including note 5 and accompanying text. 

In sum, discussions in the record regarding PJM’s BTM Generation rules raise 

questions about the status of those rules.  PJM is open to exploring whether large, co-

located load additions can and should be differentiated from instances where the current, 

BTM Generation rules apply and whether the 20-year-old method of allocating costs 

                                                 
56 PJM Interconnection, L.L.C., 107 FERC ¶ 61,113, at P 7.   

57 See generally Cities of Bethany v. FERC, 727 F.2d 1131, 1138 (D.C. Cir. 1984) (recognizing different rates 

could be charged to different customer groups); Ala. Elec. Coop., Inc. v. FERC, 684 F.2d 20, 27-28 (D.C. 

Cir. 1982) (explaining undue discrimination).   
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pursuant to the BTM Generation netting rules remains consistent with cost causation 

principles. 

B. Transmission Service 

i. Please explain whether and to what extent different configurations 

of co-located load rely on or otherwise use the transmission system 

to receive power, directly or indirectly, from the co-located 

generator. 

PJM Response:    

Please see the chart attached as Exhibit A to this submission and the Executive 

Summary which describes the various options identified, which explain how different 

configurations rely on the transmission system.  By way of further response, PJM also 

directs the Commission to the statement of Stu Bresler filed in the Technical Conference, 

Docket No. AD24-11, which is attached hereto as Exhibit B.58 

ii. Please explain whether and to what extent different co-location 

configurations impose costs on the transmission system or increase 

transmission costs allocated to other parties.  How can those costs 

be approximated, given that certain co-location configurations may 

change power flows on the grid and necessitate upgrades to the 

transmission system?  Retail loads typically take service from 

wholesale entities that pay for Network Integration Transmission 

Service that allocates these costs; co-located loads may not.  

Network Loads pay directly for Network Integration Transmission 

Service.  How should PJM estimate the effects that different 

configurations of co-located load have on the transmission system?  

Should these costs be passed through to co-location arrangements 

in some way, and, if so, how?   

PJM Response:    

PJM looks forward to continued engagement with the Transmission Owners and 

other stakeholders on these important questions of cost allocation, in particular how PJM 

                                                 
58 Large Loads Co-located at Generation Facilities, Statement of Frederick S. “Stu” Bresler on Behalf of 

PJM Interconnection, L.L.C., Docket No. AD24-11-000 (Nov. 4, 2024).    
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should estimate the effects that different configurations of co-located load have on the 

transmission system and how costs should be passed through.  A few initial observations 

include that incremental load gives rise to incremental system costs.  But the extent of those 

costs appears to vary based on the nature of the particular co-location arrangement under 

discussion.  PJM’s identified options attempt to follow this causal approach when 

discussing potential grid services consumed and associated charges.  In some co-location 

arrangements, it may be worthwhile to consider new rate design constructs and compare 

them to see how they align with cost causation principles.  These are details that PJM and 

its stakeholders must continue to work through together.   

iii. Please explain whether co-location arrangements are or should be 

required to take Network Integration Transmission Service or 

Point-to-Point Transmission Service; or whether a more tailored 

new category of transmission service is warranted.  Please also 

address any cost allocation implications of your position on this 

issue. 

PJM Response:     

Please see the chart attached as Exhibit A to this submission.  

By way of further response, PJM continues to prefer that co-location arrangements 

be designated “Network Load”59 in front of the meter.  This may be required in some states 

pursuant to state exclusive franchise territory law, and it may otherwise follow in 

jurisdictions where the load is designated as such consistent with PJM’s Tariff.  However, 

                                                 
59 Tariff, Part I, Definitions – L - M - N (“Network Load” shall mean the load that a Network Customer 

designates for Network Integration Transmission Service under Tariff, Part III.  The Network Customer’s 

Network Load shall include all load (including losses, Non-Dispatched Charging Energy, and Load Serving 

Charging Energy) served by the output of any Network Resources designated by the Network Customer.  A 

Network Customer may elect to designate less than its total load as Network Load but may not designate 

only part of the load at a discrete Point of Delivery.  Where an Eligible Customer has elected not to designate 

a particular load at discrete points of delivery as Network Load, the Eligible Customer is responsible for 

making separate arrangements under Tariff, Part II for any Point-To-Point Transmission Service that may be 

necessary for such non-designated load.  Network Load shall not include Dispatched Charging Energy.”). 
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PJM does present two options (Option 4 and 5) where the co-located load may not be 

designated as Network Load depending on specific state laws.   

PJM prefers “Network Load” status because there is: 

• Less operating complexity and reduced dependence on protective schemes, which 

are designed to address N-1 conditions and can misoperate;60 

• More reliable service for these critical loads;61 

• Enhanced ability to manage load curtailment priority in emergency conditions;62 

• Greater access to potential Demand Response capabilities of large co-located loads, 

including from switching to backup generation (e.g., diesel units) on site; 63 

• More comprehensive and holistic system planning based on Network Load status; 

and64 

                                                 
60 See PJM Interconnection, LLC, Exelon and AEP Request for Leave to Answer and Answer to Susquehanna 

Nuclear LLC, PJM, Constellation, Vistra, Calpine, and PPL, Docket No. ER24-2172-000, at 23 (July 17, 

2024) (“We know that a unit at this facility had an unplanned outage in November 2023, and it appears no 

load was dropped—suggesting that the load just relied on PJM for its supply.”); Event Notification Report 

for November 13, 2023, United States Nuclear Regulatory Commission, https://www.nrc.gov/reading-

rm/doc-collections/event-status/event/2023/20231113en.html (last visited Mar. 21, 2025).   

61 When a customer takes Network Service, the transmission provider (here, PJM) offers the Network 

Customer the ability to serve its Network Load in a manner comparable to that in which each Transmission 

Owner utilizes the Transmission System to serve its Native Load Customers consistent with their obligation 

to serve.  Tariff, Part III, Preamble (“Network Integration Transmission Service allows the Network 

Customer to integrate, economically dispatch and regulate its current and planned Network Resources to 

serve its Network Load in a manner comparable to that in which each Transmission Owner utilizes the 

Transmission System to serve its Native Load Customers.  Network Integration Transmission Service also 

may be used by the Network Customer to deliver economy energy purchases to its Network Load from non-

designated resources on an as-available basis without additional charge.”); Tariff, Part I, Definitions — L - 

M - N ("Native Load Customers" defined as “the wholesale and retail power customers of a Transmission 

Owner on whose behalf the Transmission Owner, by statute, franchise, regulatory requirement, or contract, 

has undertaken an obligation to construct and operate the Transmission Owner's system to meet the reliable 

electric needs of such customers.”).  

62 See Tariff, Part III, section 33 (Load Shedding and Curtailments).   

63 See infra PJM response to question F.ii.   

64 The transmission provider incorporates the Network Customer’s resources and loads into its own long-

term planning.  See Transmission Access Pol'y Study Grp. v. FERC, 225 F.3d 667, 725 (D.C. Cir. 2000).  In 

the context of new Network Load, for planning purposes, PJM assumes that it must serve the customer’s full 

load during peak conditions on the system.  See id. at 726 (“[N]etwork service, as the Commission defined it, 

means that network customers can call upon the transmission provider to supply not just some, but all of their 

load at any given moment, when for instance they experience blackouts or brownouts.”).  As a result, PJM 

will include the customer’s full load in the RPM for purposes of procuring adequate capacity to serve the 

load.  In addition, PJM will include the full load in the Load Forecast for purposes of PJM’s transmission 

planning with RTEP.  Tariff, Part III, section 28.2 (“The Transmission Provider shall include the Network 

Customer's Network Load in the Transmission System planning and the Transmission Owners shall, 

consistent with the terms and conditions of the Tariff, the Operating Agreement, and Good Utility Practice, 

endeavor to construct and place into service sufficient transfer capability to deliver the Network Customer's 

Network Resources to serve its Network Load on a basis comparable to the delivery of each Transmission 

Owner's own generating and purchased resources to its Native Load Customers.”). 
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• Less negative implications for resource adequacy if it is accompanied by some of 

the optional service offerings (such as Demand Response, incentives for bringing 

incremental generation or the use of a new non-capacity backed service).  

Pursuant to the Tariff, new Network Customers must provide PJM as much notice 

as reasonably practicable to be added to the system.65  The affected Transmission Owners 

then use due diligence to install any transmission facilities required to interconnect the new 

Network Load.66  The costs of new facilities required to interconnect the new Network 

Load are charged to the Network Customer in accordance with Commission policies.67 

In addition, the Commission has previously and recently rejected an argument that 

where a generator and load “are all in the same state, NITS charges should not be 

assessed[.]”68  It may be an open question what level of NITS charges, if any, should be 

assessed in certain co-location arrangements in accordance with cost causation principles.   

                                                 
65 Id. at section 31.2. 

66 Id. (“The affected Transmission Owners, in accordance with the terms and conditions of the Tariff and the 

Operating Agreement, will use due diligence to install any transmission facilities required to interconnect a 

new Network Load designated by the Network Customer.”). 

67 Id. 

68 Nat'l R.R. Passenger Corp. v. PPL Elec. Utils. Corp., 171 FERC ¶ 61,237, 62,763, at P 43 (“Amtrak 

concedes that, when power from Safe Harbor is insufficient, it uses PPL transmission facilities to obtain 

power. This is what it means to take and rely on network service. As the Commission and the D.C. Circuit 

have recognized, and as PPL argues in this proceeding, this is one of the significant benefits of network 

service, i.e., the transmission provider plans and provides for firm transmission capacity sufficient to meet 

the customer's current and projected peak loads and, as a result, a customer can call upon the transmission 

system to supply all of the customer's load at any given moment, even when behind the meter or alternative 

supply is unavailable.  Given these benefits, it is appropriate that Amtrak bears the costs associated with 

its reliance on the transmission system, as its retail supplier, CNE, is a Network Customer relying on a 

Network Resource.” (emphasis added) (citation omitted)) & n.101, order denying clarification & addressing 

arguments raised on reh’g, 173 FERC ¶ 61,043 (2020). 
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iv. What changes to the rates, terms, and conditions of Network 

Integration Transmission Service or Point-to-Point Transmission 

Service or, alternatively, what new form of transmission service(s) 

may be necessary for different configurations of co-location to 

ensure that the Tariff is consistent with cost causation principles 

and the beneficiary pays principle.  

PJM Response:    

Please see the chart attached as Exhibit A to this submission for some of PJM’s 

preliminary observations.  

By way of further response, for purposes of NITS cost allocation, “[a]lthough PJM 

implements the cost allocation provisions of Schedule 12 of the Tariff, the cost allocation 

method is determined by the PJM Transmission Owners, and it is the PJM Transmission 

Owners, not PJM, that have the section 205 filing rights for the PJM cost allocation 

method.”69 PJM retains more robust filing rights over changes to ancillary services cost 

allocation.  PJM looks forward to continued engagement with the Transmission Owners 

and other stakeholders on these important questions of cost allocation. 

                                                 
69 See Linden VFT, LLC v. Pub. Serv. Elec. and Gas Co., 161 FERC ¶ 61,264, at P 31 n.44 (2017) (citing Atl. 

City Elec. Co.,295 F.3d 1).   
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v. Parties may also wish to address how to determine which co-located 

load configurations should be required to take Network Integration 

Transmission Service or Point-to-Point Transmission Service or a 

new form of transmission service (i.e., whether generalized policies 

or tests, such as a multi-factor test, to be applied case-by-case, may 

be appropriate), as well as the magnitude (i.e., how the service taken 

by co-located load compares to service by other types of load).  For 

example, if a co-located generator is synchronized to the grid but 

the load can be configured to be wholly isolated from the grid in the 

event the co-located generator trips offline, what technical and 

operational factors should determine whether the co-location 

arrangement still relies on the transmission system in ways that 

warrant a requirement that the co-located load take Network 

Integration Transmission Service or Point-to-Point Transmission 

Service or a new form of transmission service?  Are there potential 

co-located load configurations for which tailored approaches may 

be appropriate. 

PJM Response:    

Please see the chart attached as Exhibit A to this submission for some of PJM’s 

preliminary observations regarding this question. 

By way of further response, PJM objects to the question’s use of the phrase “wholly 

isolated from the grid” as it is contrary to engineering and economic principles.  The notion 

that any of the proposed co-location arrangements can be “wholly isolated” is misleading.  

The load and generator are connected to and synchronized with the multi-state bulk power 

system.  It is not operating as a micro grid (nor can it if the generating facility is a nuclear 

unit).  Nor is the generator delivering power through an intermediary to a load with a 

breaker open.  Further, by way of example, there are obligations to ensure power to nuclear 

plants to ensure safe shutdown (among other things).  The load and generator are benefiting 

from ancillary services (including but not limited to black start).  Any system protection 
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facilities are designed to only handle less complex N-1 conditions, and can misoperate (and 

indeed have misoperated).70  

vi. With respect to the Guidance Document, please explain what it 

means to be “electrically connected and synchronized to the PJM 

Transmission System when consuming power” and how that 

implicates the use of Network Integration Transmission Service or 

Point-to-Point Transmission Service or a new form of transmission 

service.  

PJM Response:    

Please see the chart attached as Exhibit A to this submission for some of PJM’s 

preliminary observations regarding the implications of being connected and synchronized 

to the grid.   

Synchronizing to the grid means the generator matches the voltage, frequency, and 

phase of the entire grid (including all load connected to the system) before connecting to 

the grid in order to facilitate safe and stable power transfer.   

As noted above, co-located load is connected to and synchronized with the multi-

state bulk power system.  At bare minimum, it is benefiting from ancillary services.   

vii. What operational or commercial factors of a co-location 

arrangement would result in a co-located load not needing to take 

any form of transmission service, including what types of special 

protection schemes or backup arrangements may be necessary to 

ensure the co-located load never takes any form of transmission 

service? 

PJM Response:    

Please see the chart attached as Exhibit A to this submission for some of PJM’s 

preliminary observations. 

                                                 
70

 See also infra response to question B.vii. 
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Absent an arrangement where both the load and the generator are completely 

isolated and physically disconnected from the grid, (a situation which is very different from 

the claimed “totally isolated” configuration offered by some in these proceedings), PJM is 

not aware of a configuration that would “ensure the co-located load never takes any form 

of transmission service.”  As noted above, grid-connected facilities benefit from their 

connection and should pay for grid services consumed.    

The challenge with an arrangement where there is load located behind a generator 

Point of Interconnection lies in how such a configuration or special protection scheme 

could be designed to never fail and cover all potential operating conditions (including 

generator outages and complex scenarios beyond the N-1 conditions addressed by the 

system protection facilities).71  

For example, it is possible to develop a special protection scheme that could 

disconnect the load if the local generator trips.  This scheme could be developed with 

sufficient redundancy to help better ensure activation.  However, it is always possible that 

the protection system could misoperate, be disabled, or degrade.  If this occurs, the load 

would end up taking service from the grid until manual action could be taken to remove 

the load.  In fact, in the few conditions where such schemes exists on the PJM system, PJM 

has observed these protection schemes can fail, and the load has taken service from the 

grid.  

In addition to the special protection scheme concerns, there are other challenges 

with isolating the load that come into play and could not be covered by a special protection 

scheme.  These include unplanned generator run-backs or reductions in output, generator 

                                                 
71

 See also supra PJM’s response to question B.v. 
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MW output oscillations, and co-located load utilization fluctuations.  When these 

conditions occur, they result in brief, but routine, imbalances between the load and the 

generation that would need to rely on the grid to balance. 

C. Ancillary or other wholesale services 

i. Please explain whether and to what extent different configurations 

of co-location arrangements rely on or benefit from ancillary 

services or black start services and, if so, provide specific details 

about the type of service and how the co-location arrangement relies 

on it.  To what extent are these benefits distinct from the benefits 

that other Network Integration Transmission Service and Point-to-

Point Transmission Service customers derive from ancillary 

services?  

PJM Response:    

Please see the chart attached as Exhibit A to this submission and associated 

explanation above, see supra Section II, for some of PJM’s preliminary observations.  PJM 

looks forward to continued engagement with the Transmission Owners and other 

stakeholders on these important questions of cost allocation. 

ii. Please explain whether and to what extent co-location 

arrangements impose costs related to ancillary services or black 

start services or increase the costs for such services allocated to 

other parties and how those costs could be approximated. 

PJM Response:    

Please see the chart attached as Exhibit A to this submission and associated 

explanation above, see supra Section II, for some of PJM’s preliminary observations.  By 

way of further response, please see PJM’s responses to questions A.iv.   
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iii. Please explain whether and to what extent co-location 

arrangements use, benefit from, provide, or contribute to the need 

for transmission system services in a manner that does not fit into a 

pre-existing category of ancillary services or black start services, 

and, if so, should new categories of services be created to 

accommodate that use?  Alternatively, please explain whether an 

alternative mechanism of cost allocation for pre-existing ancillary 

services would be more appropriate. 

PJM Response:    

Please see the chart attached as Exhibit A to this submission for some of PJM’s 

preliminary observations.  PJM looks forward to continued engagement with the 

Transmission Owners and other stakeholders on these important questions of cost 

allocation.   

iv. What changes to rates, terms, and conditions of ancillary services, 

including ancillary services procured in PJM’s markets, are 

necessary for different configurations of co-location arrangements 

to ensure that the Tariff is consistent with cost causation principles 

and the beneficiary pays principle. 

PJM Response:    

Please see the chart attached as Exhibit A to this submission for some of PJM’s 

preliminary observations.  PJM looks forward to continued engagement with the 

Transmission Owners and other stakeholders on these important questions of cost 

allocation.  

v. Please explain how PJM should determine which co-located load 

configurations take ancillary services or black start services (i.e., 

whether generalized policies or tests, such as a multi-factor test, to 

be applied case-by-case may be appropriate), as well as the amount 

of such service (i.e., how the service taken by co-located load 

compares to service taken by other types of load). 

PJM Response:    

Please see the chart attached as Exhibit A and associated explanation above, see 

supra Section II, to this submission for some of PJM’s preliminary observations.  PJM 
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looks forward to continued engagement with the Transmission Owners and other 

stakeholders on these important questions of cost allocation. 

D. Interconnection Procedures and Cost Allocation 

i. Does the necessary study process adequately address potential 

impacts caused by a co-location arrangement or is an additional 

study or new study process warranted, e.g., a system impact study 

or generator deactivation study?  PJM should provide the details 

regarding the geographic scope of the existing necessary study 

process, what is studied, and how the results are reported, including 

what opportunities stakeholders, the interconnected transmission 

owner, or the PJM IMM have to review the results, if any. 

PJM Response:    

As discussed elsewhere in this submission, the necessary study process is among 

several methods of study that may employed to evaluate co-location arrangements, 

although the extent to which necessary studies apply and for what purposes varies 

depending upon the type of co-location arrangement under study. 

The necessary study recognizes and evaluates changes that have been made to a 

generator’s facilities that typically have relatively small MW impacts on its ability to 

deliver less power to the grid than the configuration reflected in an existing service 

agreement.  PJM does not have a tariffed study process for load (that is not PJM Network 

Load) locating behind a generator’s Point of Interconnection.  As a result, PJM has used 

the necessary study consistent with the Tariff’s intended use:  to study modification to an 

existing interconnection.  The type of interconnection and whether that load is Network 

Load or behind the meter load largely drives the scope of the necessary studies process.  

Before providing a broader overview of the necessary study process, understanding a few 

threshold points will assist in navigating the discussion about this type of study and when 

it is implicated. 
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As explained above, any configuration where the load is Network Load (Options  

2, 3, 6, 7, and 8, and in some circumstances Options 4 and 5) results in a necessary study 

that is limited in scope to generator interconnection modifications.  Load studies would be 

performed through traditional Transmission Owner/Electric Distribution Company-driven 

retail load integration processes.72  While stakeholder (including the Organization of PJM 

States, Inc. and Exelon) and Commission comments and questions probe the sufficiency of 

the necessary study agreement/study process for load integrations, only two of the proposed 

options (Options 4 and 5 if load is not designated as Network Load) could involve a load 

modification study.  Given the other options for co-locating load, concerns about the nature 

of the necessary study process implicated by Options 4 and 5 may be somewhat relieved.  

In any event, should the Commission sanction further exploration of Options 4 and 5, PJM 

will explore opportunities to enhance the visibility of the necessary study process and 

results where load integrations are introduced through such a process (subject to potential 

CEII and other concerns). 

For a load co-locating with an existing generation resource and not seeking to be a 

Network Load, a necessary study request must be submitted.  PJM’s necessary study 

process proceeds pursuant to PJM Tariff, Part VI, Attachment O, Appendix 2, section 3, 

PJM Tariff, Part IX, Subpart B, Appendix 2, section 3, and section 4.5 of PJM Manual 

14G.  In the general run of cases involving co-location arrangements requiring 

modifications to the interconnection, the generator provides PJM and the Transmission 

Owner with notice of any planned modifications to a co-located Customer Facility and 

                                                 
72

 Where Network Load or when designated as such, the load would submit a request to the relevant 

Transmission Owner or EDC.  The Transmission Owner would perform load studies to identify upgrades to 

ensure deliverability and analyze relay and protection scheme changes required to accommodate the load.   
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shall provide the relevant drawings, plans, specifications, and models to PJM and the 

Transmission Owner in advance of beginning the work.  Such advance notification is 

required so that PJM and the Transmission Owner can evaluate potential reliability impacts 

of the proposed co-located load configuration, including verification about whether and if 

adequate protection is in place to prevent the unexpected withdrawal of power at the Point 

of Interconnection for the co-located Customer Facility as may be necessary depending 

upon the requested configuration.  

The necessary studies process provides PJM and the interconnecting Transmission 

Owner an opportunity to perform studies to evaluate the potential reliability impact of a 

proposed addition or reduction of a co-located load configuration on the PJM Transmission 

System, and determine what, if any, system reinforcements are required prior to the 

addition or reduction of the planned co-located load configuration.  PJM’s studies of co-

located load that is not designated as Network Load would be for the full amount of load 

and reflecting any Capacity Interconnection Rights reductions, and involve generation 

deliverability, N-1 and N-1-1 thermal and voltage studies, special protection systems 

review, baseline stability, and, if applicable, a nuclear plant interface requirements voltage 

analysis. 

Prior to beginning the necessary studies process, a necessary studies agreement 

must be drafted and executed by PJM and the Interconnection Customer, a necessary study 

deposit provided, and all required technical data submitted. In some instances, the 

Transmission Owner may require additional studies (such as protection system or metering 

modifications) based on the planned co-located load configuration, and such studies may 

result in additional study costs. The execution of a Construction Service Agreement may 

be required if the results of the necessary studies process identifies the need to construct 
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system reinforcements and the related PJM interconnection service agreement would be 

amended to reflect these necessary system upgrades, related costs, and posting of the 

requisite security.  

Any applicable PJM interconnection service agreement must be executed and/or 

amended by all three parties (PJM, the interconnecting Transmission Owner, and the 

Interconnection Customer) to reflect all changes resulting from the incorporation of a co-

located load configuration.  Service to the co-located load pursuant to the co-located load 

configuration may not commence until the necessary PJM interconnection service 

agreement(s) has been fully executed by the parties, filed with and accepted by the 

Commission, and all required system reinforcements, system protection facilities, and 

metering are in place. 

By way of comparison to the necessary study, a deactivation study would not be 

appropriate for co-location arrangements, because deactivation studies do not contemplate 

the complete retirement of the generation resource.  Deactivation studies are designed for 

the complete cessation of operations by a generator.  In a co-location arrangement, the 

generator will remain interconnected with the PJM grid and capable of injecting power 

onto the grid, which is why the facility will retain its Maximum Facility Output. 
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ii. Please explain whether PJM’s necessary study process allows a co-

location arrangement to demonstrate its capability to flexibly adjust 

its withdrawals from or injections to the transmission system (e.g., 

by using secondary backup generation or by curtailing on-site load), 

and reflect this capability in the operating assumptions PJM 

considers when estimating the co-location arrangement’s impacts 

on the transmission system?  If not, would it be appropriate to 

establish a new or revised study process that allows for such a 

demonstration? 

PJM Response:    

Yes.  By way of further information, where certain co-located load configurations 

are involved (particularly Options 4 and 5 in Exhibit A), the base case configuration for 

the PJM necessary study reflects the generator’s Capacity Interconnection Rights (“CIRs”) 

being reduced by the expected peak MW utilization of the co-located load.  Under this 

configuration and study, the load is assumed to never take power from the grid.  And the 

Maximum Facility Output of the generator is not adjusted in this study, but with the co-

located load modeled as always on, this offsets the net generator output.  No sensitivity 

studies are run with this load taking service from the grid or from any other PJM Network 

Resource. 

If the results of the necessary study indicate a thermal or voltage violation 

consistent with PJM and/or local Transmission Owner Planning criteria, this violation must 

be mitigated before the load can be added.  Such violations have been mitigated by 

generators, and this has been memorialized through an agreed-upon Construction Services 

Agreement with the Transmission Owner to reflect changes needed on Transmission 
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Owner systems and associated costs,73 or it is the responsibility of the Generation Owner 

if the changes are to take place behind the Point of Interconnection.  

Under certain co-located load arrangements, it is possible that the Generation 

Owner could propose a special protection scheme or Remedial Action Scheme (“RAS”) to 

reduce the load under certain conditions (where, for example, the generating unit comes 

offline).  If such a configuration were permitted by the Commission, PJM would require 

language similar to the protection facilities language proposed in the most- recently filed 

Susquehanna ISA.74  If and where such facilities might misoperate, additional new 

language should be developed to require the generator to take immediate steps to stop the 

flow of energy from the grid to any co-located load or risk breach and non-compliance 

(given the absence of contractual privity by and among PJM, the Transmission Owner, and 

the co-located load in certain situations).   

iii. What changes to interconnection procedures and agreements may 

be necessary to ensure that PJM identifies the reliability impact to 

the transmission system of load co-locating with existing generation 

including the need for dynamic response models?  

PJM Response:    

PJM’s sets forth more detailed information about the nature of the studies 

performed relating to co-located load by and among the various involved entities 

throughout this submission.   

                                                 
73 See PJM Interconnection, L.L.C., 190 FERC ¶ 61,080 (2025) (accepting interconnection construction 

service agreement assigning upgrade costs to generator seeking to modify interconnection to accommodate 

co-located load).   

74 See, e.g., Susquehanna ISA, Schedule F, Part F.4.b (PJM and Transmission “reserve their respective rights 

to take all actions each may deem necessary to protect the Transmission System, up to and including declaring 

an Emergency Condition and taking Immediate Action to disconnect the Customer Facility . . . and the Co-

Located Load will not be reconnected as co-located load without approval of Transmission Provider and 

Interconnected Transmission Owner”).   
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In response to this question’s specific prompt about dynamic response models, 

today, PJM conducts dynamic studies for co-located load projects.  All applicable North 

American Electric Reliability Corporation (“NERC”), PJM, and Transmission Owner-

specific contingencies and criteria are evaluated.  

For such dynamic studies, co-located loads are modeled in detail within both power 

flow and dynamic models.  Step-down transformers are explicitly represented, and co-

located loads are modeled using composite load models, which capture the dynamic 

behaviors of power electronics, cooling, and lighting loads. 

Since 2024, PJM has been also collecting more granular data using the NERC Data 

Center Load Information Survey template to evaluate the impact of large data center co-

located load ramping behaviors.  PJM typically assesses the stability impact of co-located 

loads under light-load and summer-peak conditions in accordance with its stability analysis 

methodology. 

By way of further response, PJM awaits Commission guidance and stakeholder 

engagement on the options presented in Exhibit A and on any other options that may be 

offered in this proceeding.  PJM will continue to evaluate what, if any, changes to 

interconnection procedures and agreements may be necessary pending receipt of that 

guidance and feedback. 
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iv. To what extent does a co-location arrangement raise potentially 

distinct cost-allocation issues relative to a deactivating generator 

that causes the need for transmission upgrades?  What principles 

should the Commission apply to allocate the costs of any 

transmission upgrades needed to mitigate the impacts of co-locating 

load?  What steps should PJM take to ensure these costs are 

transparent to all parties? 

PJM Response: 

Transmission upgrade costs arising from a deactivating generator are allocated to 

load consistent with existing RTEP processes and cost allocation methodologies.  And the 

deactivation process proceeds pursuant to Part V of the PJM Tariff, and relates to situations 

in which a generating unit will cease to operate in its entirety in a state disconnected from 

the grid.  

In contrast, the transmission upgrade costs for co-location arrangements identified 

during the necessary study process may be cost allocated differently than the deactivation-

related upgrade costs.  For example, in a situation where state law may permit a co-located 

load to be directly connected to the grid with no back flow (New Options 4 and 5), 

transmission upgrades may be cost allocated directly to the generator seeking to modify its 

interconnection to accommodate this configuration.75   

In a situation where a co-located load will be Network Load (either outright or in a 

configuration where it may seek back-up service from the local utility), the large load is 

studied and could be connected to the grid pursuant to the existing traditional load 

interconnection processes.  These processes and associated cost allocation methodologies 

are discussed at the beginning of this submission. 

                                                 
75 See PJM Interconnection, L.L.C., 190 FERC ¶ 61,080 (accepting interconnection construction service 

agreement assigning upgrade costs to generator seeking to modify interconnection to accommodate co-

located load).   
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v. Are changes needed to how PJM allocates the costs of any 

transmission upgrades needed to mitigate the transmission system 

impacts of co-locating load, if any, including whether the costs of 

those upgrades can ever be allocated to a party other than the co-

located generator, co-located load, and/or co-location 

arrangement? 

PJM Response:    

Please see the chart attached as Exhibit A to this submission for some of PJM’s 

preliminary observations, and PJM’s response to question D. iv, supra. 

vi. Are changes to the pro forma interconnection-related agreements 

necessary to accommodate the addition of co-located load to 

existing generation? 

PJM Response:    

PJM awaits Commission guidance and stakeholder engagement on the options 

presented in Exhibit A and other options that may be offered in this proceeding.  PJM will 

evaluate what, if any, changes to interconnection-related agreements may be necessary 

pending receipt of that guidance and feedback. 

vii. Please explain whether changes to interconnection procedures and 

agreements are necessary to accommodate new generation 

interconnecting with co-located load, including whether the existing 

queue process is sufficient for such arrangements?    

PJM Response:    

Please see the chart attached as Exhibit A to this submission for some of PJM’s 

preliminary observations.  To the extent any changes to interconnection procedures and 

agreements are necessary, PJM awaits Commission guidance on New Option 6 and any 

guidance on enhancing the transparency of the necessary study process. 
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viii. Please explain whether or not it would be appropriate to establish 

an interconnection study process outside of PJM’s interconnection 

queue process for newly interconnecting co-location arrangements 

that do not exchange power with the transmission system and do not 

require network upgrades? 

PJM Response:    

It would not be appropriate to establish an interconnection study process outside of 

PJM’s interconnecting queue process.  The necessary study process is already a study 

process that exists outside the queue and is subject to terms and conditions of Commission-

accepted interconnection agreements.  As PJM explained above, the necessary study 

process is capable of incorporating and evaluating the impact of co-located arrangements.  

An additional queue, beyond the existing queue and the necessary study process, is not 

necessary.  Moreover, large load additions that are Network Load are principally studied 

by individual Transmission Owners/EDCs through their own processes.  

ix. A generator with a co-located load that is not a party to a 

transmission service agreement is arguably distinguishable from 

other generators.  To the extent co-located arrangements create 

costs, or benefit from bulk power system services, but the generator 

and load are not exposed to these costs because of their contractual 

relationship, should PJM modify the Tariff and related agreements 

to allocate those costs to the generator directly?  

PJM Response: 

Yes.  PJM anticipates that it (and the Transmission Owners) would have to modify 

its Tariff and related agreements to allocate costs to generators and/or load as the 

Commission determines necessary and appropriate.  
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E. PJM Capacity Market, Reliability, and Resource Adequacy 

i. What changes to PJM’s capacity market rules are necessary to 

ensure that the Tariff specifies how co-located generation and/or 

load participates in the capacity market in a way that reflects the 

potentially unique physical and operational characteristics of the 

co-location arrangement (e.g., the presence of secondary backup 

generation, the capability to curtail on-site load or other 

operational flexibilities, among others) and is otherwise just, 

reasonable, and not unduly discriminatory or preferential? 

PJM Response:    

PJM’s option 5 addresses the means by which a secondary backup unit at a 

Customer Facility may operate, and what follows is a rationale for this option and a 

discussion of factors a generator considering this option should evaluate before pursuing 

it.  For discussions of other potential operational flexibilities, see the discussions 

throughout regarding Demand Response/Option 8 and a curtailable non-capacity backed 

service/Option 7. 

As a baseline, PJM does not believe that any changes to PJM’s capacity market 

rules are necessary to accommodate co-location arrangements.  Depending on the 

configuration, co-location has the same implications for resource adequacy as load that is 

not co-located.  These implications then impact the quantities of resources available to clear 

in the market and the resulting prices paid by customers.  PJM does not believe that broad 

changes in capacity market design are warranted based on co-located load.  

All Generation Capacity Resources must offer their full Accredited Unforced 

Capacity into the capacity market, unless PJM has granted an exception to the must-offer 

requirement pursuant to the existing rules in Tariff, Attachment DD, section 6.6.  While 

there is an exception from the must-offer requirement where the Capacity Market Seller 

“has entered into a unit-specific bilateral transaction for service to load located outside the 
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PJM Region,”76 there is no exception allowing Capacity Resources to not offer capacity 

bilaterally committed to serve load in the PJM Region.  Rather, the capacity market was 

designed with such bilateral intra-PJM arrangements in mind,77 allowing sellers to offer 

such contracted capacity as “self supply” into RPM Auctions.78  This is consistent with the 

notion that PJM’s resource adequacy responsibility extends to all load within the PJM 

Region, and PJM and the Load Serving Entities are responsible for procuring sufficient 

Capacity Resources to maintain reliability.  Thus, to the extent the co-located load expects 

to receive PJM’s resource adequacy benefits, then the generation resource must participate 

as Capacity Resource and could offer as “self supply” and secure a capacity commitment. 

To the extent the co-located load is not considered Network Load and PJM does 

not have any resource adequacy obligation with respect to such load, such load may not be 

served by installed capacity associated with an Existing Capacity Resource, as such 

Existing Capacity Resource has a legal obligation to offer such capacity to the PJM Region 

to serve PJM Region Network Load.  Accordingly, before an Existing Generation Capacity 

Resource (or any portion of the resource) may be allowed to exclusively serve non-PJM 

load, the Capacity Market Seller must request and obtain removal of Capacity Resource 

status for the portion of the Existing Generation Capacity Resource to be designated to 

serve the co-located load.  The process and timelines for removing Capacity Resource 

status are set forth in Tariff, Attachment DD, section 6.6(g).  The Market Monitor is 

required to “analyze the effects of the proposed removal of a Generation Capacity Resource 

                                                 
76 See Tariff, Attachment DD, section 6.6(g). 

77 See, e.g., Tariff, Attachment DD, sections 3.1 (Support for Self Supply and Bilateral Transactions), 4.6 

(Bilateral Capacity Transactions). 

78 See Tariff, Attachment DD, section 5.2 (Nomination of Self Supplied Capacity Resources). 
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from Capacity Resource status with regard to potential market power issues.”79  A request 

to remove Capacity Resource status will be granted only if the Market Monitor approves it 

and PJM agrees, or the Commission issues an order terminating the Capacity Resource 

status.80  Capacity Resources that give up any portion of their Capacity Resource status 

also forfeit the CIRs supporting such status.81 

The following addresses situations that could arise in Options 4 or 5 where the co-

located load is not designated Network Load, where there are multiple units at a co-located 

generator, and where the generator desires to use one of those units to serve as a back up 

to other units that may have co-located load service obligations.  Absent contrary approval 

from the Commission and authorization from PJM as contemplated in the Third Revised 

Co-Located Load filed in Docket No. ER24-2172, no portion of a committed Capacity 

Resource (whether composed of one or multiple physical generating units) may prioritize 

serving load that PJM is not responsible for serving.  Simply put, absent Commission 

guidance to the contrary and PJM authorization, PJM cannot be in competition with non-

capacity backed co-located loads for the output of a Capacity Resource.  PJM cannot be 

simultaneously responsible for ensuring the energy needs of the PJM Region and unsure 

whether a Capacity Resource will decide to serve PJM loads or co-located loads.  Sellers 

should not be afforded the economic choice of following through on capacity commitments 

or incurring Capacity Resource Deficiency Charges and/or Non-Performance Charges.  

Any portion of an Existing Generation Capacity Resource that would prioritize serving co-

                                                 
79 Tariff, Attachment DD, section 6.6(g). 

80 Id. 

81 Id. (“A Generation Capacity Resource that is removed from Capacity Resource status shall no longer 

qualify as an Existing Generation Capacity Resource, and the Capacity Interconnection Rights associated 

with such facility shall be subject to termination in accordance with the rules described in Tariff, Part VI, 

section 230.3.3.”). 
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located loads over following PJM dispatch—whether on a primary or backup basis—

should seek removal of Capacity Resource status.   

ii. What Tariff change or changes to the interconnection service 

agreement are necessary to ensure that PJM and the interconnected 

transmission owner have sufficient visibility into the co-located load 

configuration?  

PJM Response:    

Under PJM’s existing governing documents, there are numerous provisions in the 

Tariff, Amended and Restated Operating Agreement, RAA, and service agreements that 

require generators to provide PJM with extensive transmission level equipment modeling 

and data.82  That being said, unique operational procedures and data exchange requirements 

like those proposed in the Susquehanna ISA should be developed and specified. 

To ensure that the overall system will continue to operate reliably as designed or as 

imposed by any temporary operational conditions on the system, the service agreement (as 

well as other government documents) may need to further be revised.  These revisions may 

include obligations on the generator and the co-located end use load (to the extent they can 

be bound directly or indirectly) to ensure the needed protection schemes (including RAS) 

will continue to operate as designed and directed by PJM.  Any changes to the co-located 

load type, connected load level, or how it is served need to be communicated with PJM 

                                                 
82 See, e.g., Tariff, Attachment O, Appendix 2, schedules A-D (requiring site plans, single-line diagrams, list 

of metering equipment, and technical specification); Operating Agreement, section 11.3.1(b) requiring 

members to provide facilities as necessary for coordination with the Office of Interconnection);  RAA, Article 

9, Section 3 (“[E]ach Party shall submit to the Office of the Interconnection the data and other information 

necessary for the performance of this Agreement as may be more fully described, in RAA, Schedule 11.”).; 

System Operations Division, PJM Manual 01: Control Center and Data Exchange Requirements, PJM 

Interconnection, L.L.C., section 5 & Attachment A (Jan. 23, 2025), https://www.pjm.com/-

/media/DotCom/documents/manuals/m01.ashx.  Attachment A to Manual 01 lists the meter requirements and 

data specification and collections requirements. 
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prior to these changes taking place and the necessary amendments to the service 

agreements are approved and implemented. 

If the co-located load is PJM Network Load, PJM and the Transmission Owners 

have means through existing Tariff provisions and agreements to obtain the information to 

have both sufficient visibility and sufficient control of this load and ensure the load could 

be served reliably without compromising overall system reliability.  In addition, these 

documents provide a means for mitigation through Commission action if they are not 

adhered to. 

Under certain configurations, if the co-located load is not PJM Network Load, 

questions arise as to how any requirements for visibility and control of the co-located load 

configuration are applied to that customer.  Any interconnection agreement would be 

between PJM and the Generation Owner because the third-party load is not a signatory to 

these agreements.  Pro forma agreements may require modification to specify, where 

applicable:  the entity(ies) that own any co-located load, what people and contact 

information at the co-located load should be used to communicate with such co-located 

load during both emergency and non-emergency situations, and whether the generator with 

co-located load is now functioning as an Electric Distributor under the Tariff (and 

analogous North American Electric Reliability Corporation requirements pursuant to the 

current Compliance Registry Criteria).83  In the case of the Susquehanna ISA, for example, 

PJM requested non-conforming provisions requesting such information relating to the co-

                                                 
83 Operating Agreement, section 1, Definitions – E - F (defining “Electric Distributor” as “a Member that: 1) 

owns or leases with rights equivalent to ownership electric distribution facilities that are used to provide 

electric distribution service to electric load within the PJM Region; or 2) is a generation and transmission 

cooperative or a joint municipal agency that has a member that owns electric distribution facilities used to 

provide electric distribution service to electric load within the PJM Region”); Operating Agreement, section 

11.3.3.   
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located load.84  In that situation, the generator reaffirmed its continued rights, duties, and 

obligations under the ISA, notwithstanding any actions by a third party.85  This provision 

was in recognition of the fact that “regardless of what entity may be responsible for 

operational activities of the transmission facilities of the Co-Located Load [at issue in that 

arrangement] and regardless of the entity that may own or control the Co-Located Load 

itself, any breaches or non-compliances under this agreement attributed to the activities of 

such entities or that remain [the generator’s] obligations are the duty and responsibility of 

[the generator] to cure.”86  Absent such provisions, a regulatory and communication gap 

could arise increasing risks to reliability, among other possible concerns.   

By way of further response, see the response to question D.ii, supra.   

 

iii. Please explain whether the existing Tariff rules are sufficient to 

ensure resource adequacy if increasing numbers of large existing 

generators choose to co-locate with load. 

PJM Response:    

Any additional load on the system requires either the addition of supply resources 

to serve that load reliably, or flexibility on the part of the load to curtail its consumption 

from the transmission system when necessary to maintain reliability.  For this reason, PJM 

has outlined three potential options relating to these considerations:  Option 6 (co-located 

load that elects to be Network Load and leverages provisional interconnection service or 

State Agreement Approach), Option 7 (co-located load that takes a new non-capacity 

backed service that could be curtailed in advance of emergency procedures), and Option 8 

(co-located participates as Demand Response).  And as discussed below, see infra question 

                                                 
84 See Susquehanna ISA, Schedule F, Part G.1. 

85 Susquehanna ISA, Schedule F, Part G.2. 

86 Susquehanna Deficiency Response at 24.   
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F.2, PJM is also exploring with regulators and generators opportunities to leverage at least 

50 hours (or more) of diesel back-up generator service to enhance the available demand 

response portfolio. 

Furthermore, the PJM markets, including the capacity market, are utilized to 

procure commitments from resources to provide sufficient capacity and energy to maintain 

reliability.  PJM has, and continues to, take steps to ensure that needed resources to serve 

future load requirements, particularly given anticipated resource deactivations due to 

policy requirements, can be integrated onto the transmission system.  PJM continues to 

work through the transition to the new interconnection process, and is also in the process 

of implementing the Reliability Resource Initiative recently approved by the 

Commission.87  Additional efforts that are largely out of PJM’s control are also necessary, 

such as more streamlined permitting and siting, to support the addition of resources that 

will be needed in the future on the timeline by which they will be required. 

These markets though, were designed and intended to be residual in nature (in fact, 

the primary auction in the PJM capacity market is called the Base Residual Auction for this 

reason) to provide physical asset owners and load servers with an additional option to 

satisfy their obligations, and also to establish prices that represent the marginal cost of 

satisfying the system’s capacity and energy requirements.  Self-supply, either through 

direct ownership or longer-term bilateral contracting, is a critical part of how these markets 

function to ensure resource development to support future reliability.  PJM looks forward 

to continuing to work with the Commission, states and other stakeholders to enhance 

                                                 
87 Only a few days ago, PJM announced that its Reliability Resource Initiative attracted 94 applications 

totaling 26.6 gigawatts of nameplate capacity.  See  Reliability Resource Initiative Draws 94 Applications, 

PJM Inside Lines (Mar. 21, 2025), https://insidelines.pjm.com/reliability-resource-initiative-draws-94-

applications/.   
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opportunities for forward contracting that can serve to simulate the resource additions that 

will be necessary to maintain system reliability. 

iv. What deactivation or interconnection modification studies should 

PJM undertake to ensure resource adequacy and/or protect 

reliability should an existing generator seek to enter into a co-

location arrangement?  If PJM finds that the co-location would 

cause reliability standards violations, what remediation techniques 

would be appropriate (e.g., reliability must-run contracts, delaying 

the co-location arrangement until the reliability violations are 

addressed, etc.)?  

PJM Response:    

Whether a co-location arrangement results in the capacity associated with the co-

located load leaving the capacity market is an open question that varies based upon the 

potential configuration and timing of the arrangement.  

As discussed throughout PJM’s response, there are a number of types of co-location 

arrangements, and how each arrangement affects the capacity market would necessitate a 

fact-specific inquiry some details of which are previewed in Exhibit A.  To the extent the 

Existing Generation Capacity Resource relinquishes Capacity Resource status 

commensurate with its obligation to the co-located load, PJM’s capacity market is designed 

to send a price signaling the relative need for additional capacity.  If the arrangement results 

in the Locational Deliverability Area in which the co-location is sited needing additional 

capacity, the clearing price for that Locational Deliverability Area may separate from the 

rest of the regional transmission organization and capacity prices will increase.   

Further, except as otherwise stated above, PJM is not aware of any modification to 

PJM’s deactivation or interconnection studies required to accommodate a co-location 

arrangement.  To the extent the resource seeks removal of its Capacity Resource status, 

before such request may be granted, the Market Monitor must “analyze the effects of the 
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proposed removal of a Generation Capacity Resource from Capacity Resource status with 

regard to potential market power issues.”88 

To the extent PJM determines that the co-location arrangement would result in 

transmission reliability issues, upgrades would have to be funded and constructed.  See the 

response to question D.iv, supra. 

v. What changes are necessary, if any, to other PJM planning 

processes to better plan for and address the resource adequacy and 

reliability impacts of co-location arrangements, including, for 

example, whether or not the frequency of such processes might be 

changed?  Similarly, should PJM consider changes to load 

forecasting methods, informational postings, or the reserve margin 

study process to better plan for and address the resource adequacy 

and reliability impacts of co-location arrangements?   

PJM Response:    

There may be opportunities to clarify or enhance existing planning processes.  One 

possible area of exploration could relate to addressing risks that arise based on the existing 

load forecasting process.   

During the annual load forecasting process, PJM makes a request to the EDCs/Load 

Serving Entities (“LSEs”) to submit large load additions that would not be captured in the 

parameters that are typically incorporated.  This request is made in July of each year for 

the following year’s forecast.  EDCs/LSEs submit their additions and PJM reviews each 

one and consults with the submitter to ask questions and conform the data for use in the 

forecast (e.g. converting capacity to demand, assessing contractual obligations, etc.).  The 

EDCs/LSEs must present this data at the September/October Load Analysis Subcommittee 

and defend their submissions to stakeholders.  Finally, PJM presents what is ultimately 

accepted into the Load Forecast for the subsequent year. 

                                                 
88 Tariff, Attachment DD, section 6.6(g). 
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With any forecast of future load growth, additional transmission and generation 

capacity may be required, and there is the risk of overbuilding due to a forecast that is too 

high, or underbuilding due to a forecast that is too low.  The same is true with respect to 

large load additions, regardless of whether the load is co-located with generation.  Given 

the potential size of these individual, large load additions that are in the forecast, 

uncertainty with respect to whether the large loads are actually added to the system could 

cause either overbuild or underbuild to occur based on a single customer addition.   

The method by which any required generation and/or transmission capacity 

additions are procured also has implications for who carries the risk of forecasted large 

load additions not materializing.  For example, if large load additions are added to the load 

forecast utilized in forward capacity auctions, the additional demand can result in price 

increases applicable to all demand.  To the extent the forecasted load additions do not 

actually materialize, these higher capacity costs would be allocated to all other load on the 

system.  Were the large loads to enter into bilateral or self-supply arrangements to serve 

their capacity needs, the parties to those arrangements would wear the risk of the large load 

not actually coming on line.  Similar implications may exist for transmission cost allocation 

as well. 

Given these dynamics, opportunities to enhance the load forecasting process and 

address the potential consequences of that process may be worthy of exploration.  

Commission guidance and stakeholder engagement on this specific issue and the options 

discussed herein and presented in Exhibit A and any other options that may be lodged in 

this proceeding will assist PJM in evaluating and identifying  any changes to planning 

processes. 
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vi. Under what circumstances can PJM direct the operators of co-

location arrangements to shed such load if deemed necessary to 

preserve system reliability during a declared emergency? 

PJM Response:    

PJM has existing authority under its governing documents to direct PJM Members, 

both generators and electric distributors, to take certain mitigating actions during an 

emergency.89  However, PJM does not presently have authority to direct retail end-users, 

who are not PJM Members and who do not participate in PJM’s markets, to reduce their 

load consumption.  Such action would have to be coordinated through the applicable PJM 

Member—whether a generator or an electric distributor—in the context of shedding a co-

located load. If a load is registered as Demand Response, then 

                                                 
89 See, e.g., Tariff, Attachment K-Appendix, section 1.7.15 (“Consistent with Good Utility Practice, the 

Office of the Interconnection shall be authorized to direct or coordinate corrective action, whether or not 

specified in the PJM Manuals, as necessary to alleviate unusual conditions that threaten the integrity or 

reliability of the PJM Region, or the regional power system.”); Operating Agreement, Section 11.3.1 (“To 

facilitate and provide for the work of the Office of the Interconnection and of the several committees 

appointed by the Members Committee, each Member shall, to the extent applicable . . . (e) Comply with the 

requirements of the PJM Manuals and all directives of the Office of the Interconnection to take any action 

for the purpose of managing, alleviating or ending an Emergency, and authorize the Office of the 

Interconnection to direct the transfer or interruption of the delivery of energy on their behalf to meet an 

Emergency and to implement agreements with other Control Areas interconnected with the PJM Region for 

the mutual provision of service to meet an Emergency, and be subject to the emergency procedure charges 

specified in Operating Agreement, Schedule 9 for any failure to follow the Emergency instructions of the 

Office of the Interconnection.”); id. at section 11.3.3 (“In addition to any of the foregoing responsibilities 

that may be applicable, each Member that is an Electric Distributor, whether or not that Member votes in the 

Members Committee in the Electric Distributor sector or meets the eligibility requirements for any other 

sector of the Members Committee, shall . . . (a) Accept, comply with or be compatible with all standards 

applicable within the PJM Region with respect to system design, equipment ratings, operating practices and 

maintenance practices as set forth in the PJM Manuals, or be subject to an interconnected Member’s 

requirements relating to the foregoing, so that sufficient electrical equipment, control capability, information 

and communication are available to the Office of the Interconnection for planning and operation of the PJM 

Region . . . (c) Maintain or arrange for a portion of its connected load to be subject to control by automatic 

under frequency, under-voltage, or other load-shedding devices at least equal to the levels established 

pursuant to the Reliability Assurance Agreement, or be subject to another Member’s control for these 

purposes . . . (e) Shed connected load, share Generation Capacity Resources and take such other coordination 

actions as may be necessary in accordance with the directions of the Office of the Interconnection in 

Emergencies.”). 
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PJM may direct curtailment service providers to direct their customers to shed load. 

If Network Load but that load is not serving as Demand Response, then PJM may issue a 

load shed directive to a Transmission Owner who in turn determine what customers will 

shed load. If Network Load but that load is not serving as Demand Response, then PJM 

may issue a load shed directive to a Transmission Owner who in turn determine what 

customers will shed load. 

F. Other  

i. Are any changes to PJM’s energy or ancillary services market rules 

necessary to address co-location arrangements? 

PJM Response:    

Regardless of what co-location arrangements are ultimately sanctioned by the 

Commission, permitted by the states, and elected by developers, participants involved in 

co-location arrangements should pay the costs of any grid services they consume and the 

arrangements should be reliable and operationally manageable.  As noted in Exhibit A and 

herein, many co-located load configurations utilize grid support and consume ancillary 

services (including, for example, frequency regulation, black start service, and reactive 

service).  By way of further response, see PJM’s response to question A.iv, supra. 

ii. Please discuss whether back-up service can provide benefits to 

customers or otherwise help minimize system costs, including with 

specific examples or best practices, if possible. 

PJM Response:  

Even when co-located with an existing generator, co-located load is often (but not 

always) built with an on-site backup generator to ensure continuity of operations in the 

event its primary power source is disrupted.  These back-up generators have the potential 

to provide benefits to customers and minimize system costs by participating in the PJM 
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markets, but currently their use is limited by the Environmental Protection Agency’s 

(“EPA”) National Emissions Standards for Hazardous Air Pollutants (“NESHAP”) for 

stationary reciprocating internal combustion engines (“RICE”) regulations as well as other 

environmental restrictions depending on their particular location and permit restrictions. 

PJM understands that most back-up generators installed at large load centers for 

backup power are Tier 2 under the EPA’s regulations.  Under the EPA’s NESHAP 

regulations, a Tier 2 RICE that provides back-up power for a co-located load may only be 

used in emergency situations as declared by the Reliability Coordinator or other authorized 

entity or for limited periods for non-emergency purposes.  For non-emergencies, the 

NESHAP regulations generally prohibit Tier 2 RICE units from providing non-emergency 

demand response, generating income for a facility to an electric grid, or otherwise 

supplying power as part of a financial arrangement with another entity.90  In certain 

situations, the RICE Tier 2 units may provide demand response or peak load shaving in 

non-emergencies when local system conditions could lead to a blackout.  Specifically, 

these Tier 2 units may run for up to 50 hours a year when called upon by the local balancing 

authority or local transmission system and distribution operator to mitigate or avert voltage 

collapse or line overloads that could interrupt power.91  However, this run-time counts 

towards the unit’s overall 100-hour annual run-time limit.  As a result, these back-up 

generators have historically been viewed as limited in being able to provide customer and 

system benefits by either being a demand response resource or selling excess power into 

the market.  Therefore, regulatory changes to allow such unit’s ability to provide additional 

                                                 
90 40 C.F.R. § 60.4211(f)(3).   

91 78 Fed. Reg. 6674, 6680 (2013); 40 C.F.R. § 60.4211(f)(3)(i).   
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back-up service during the pendency of a declared energy emergency could be an important 

mechanism to address resource adequacy concerns in the short term.  Accessing this 

additional capability more actively may also facilitate large load interconnections, which 

is why PJM has included Option 8 in this response.  PJM will continue to engage with 

generators and state and federal regulators on these issues to further realize potential 

opportunities relating to back-up capabilities. 

iii. Parties may also choose to address how co-location arrangements 

may provide benefits, including potentially reducing required 

transmission upgrades to interconnect large loads, reducing 

congestion, or providing operational flexibility during system peaks 

or emergencies?   

PJM Response:    

PJM acknowledges that participants in these proceedings have offered for 

consideration potential benefits of co-location arrangements, including efficiencies of 

siting load close to generation to conserve certain facility construction and siting costs.  

PJM looks forward to continued engagement with stakeholders on this issue. 

iv. Parties may also address whether, and if so, how, the Tariff should 

be modified to best accommodate or encourage co-location 

arrangements to be constructed in such a way as to minimize total 

system costs or otherwise provide certain benefits, including 

protections for existing customers and allocation of costs consistent 

with the cost-causation principle. 

PJM Response:    

PJM looks forward to engagement with stakeholders and the Commission regarding 

the eight options outlined in Exhibit A. 
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v. What Tariff provisions, if any, are necessary to ensure clarity 

regarding the aspects of service to co-located load and generation 

facilities that may be administered through the Tariff versus state 

jurisdictional retail tariffs? 

PJM Response:    

Generators are obliged to comply with applicable law and requirements, including 

state law.92  So, too, is PJM.93  While additional Tariff revisions may not be necessary to 

clarify the division of labor between PJM’s federally regulated Tariff and the state retail 

tariffs, generators, load, and PJM will need to have assurances and an understanding of 

relevant law to respect the jurisdictional principles described in PJM’s answer to 

question A.i. 

vi. We also encourage parties to address any national security 

implications associated with co-location arrangements, including 

with respect to the specific issues discussed in this show cause order, 

and what actions, if any, the Commission should take in response.  

PJM Response:    

PJM acknowledges that participants in these proceedings have offered for 

consideration national security implications associated with co-location arrangements, 

particularly where large data center loads are involved.  It is a matter of public record that 

there is data center development focused on directly supporting national security interests 

                                                 
92 See, e.g., Tariff, Attachment O, Appendix 2, section 23.1.4 (Consent and Approval) (“Such Interconnected 

Entity has sought or obtained, or, in accordance with the Interconnection Service Agreement will seek or 

obtain, each consent, approval, authorization, order, or acceptance by any Governmental Authority in 

connection with the execution, delivery and performance of the Interconnection Service Agreement and it 

will provide to any Governmental Authority notice of any actions under this Appendix 2 that are required 

by Applicable Laws and Regulations.”); Tariff, Part IX, subpart B, Appendix 2, section 23.1.4 (Consent and 

Approval) (“Such Interconnected Entity has sought or obtained, or, in accordance with the Generation 

Interconnection Agreement will seek or obtain, each consent, approval, authorization, order, or acceptance 

by any Governmental Authority in connection with the execution, delivery and performance of the 

Generation Interconnection Agreement and it will provide to any Governmental Authority notice of any 

actions under this Appendix 2 that are required by Applicable Laws and Regulations.”). 

93 See, e.g., Tariff, Attachment O, Appendix 2, section 23.1.4.  
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in collaboration with various government agencies.  In addition, the need to serve large 

data center loads is essential to furthering the nation’s strategic interests in supporting the 

continued growth of our nation’s AI capabilities.  PJM continues to support and facilitate 

attempts to develop the critical infrastructure needed to support these national security 

imperatives, and looks forward to continued engagement with the Commission and 

stakeholders on this issue. 

vii. Finally, for generation units paid for originally by consumers in 

base rates prior to restructuring, is it fair and/or just and reasonable 

if these units are taken out of the system’s supply stack and devoted 

exclusively to serving co-location arrangements with one or a few 

large customers?  

PJM Response:    

Exhibit A and the explanations contained herein identify potential negative 

implications for resource adequacy based on the various options identified.  This question 

goes further and asks about whether customers have an ongoing entitlement to units 

remaining as capacity resources based on their previous regulatory status prior to 

restructuring.  Whether a specific cost is eligible for recovery is for stakeholders, the 

Commission, and/or appropriate state or local entities to decide.94   

Respectfully submitted, 

       /s/ Andrew T. Swers    

Craig Glazer 

Vice President–Federal Government Policy 

PJM Interconnection, L.L.C. 

1200 G Street, N.W., Suite 600 

Washington, D.C.  20005 

(202) 423-4743 

craig.glazer@pjm.com 

Ryan J. Collins 

Andrew T. Swers  

Ruth M. Porter 

Wright & Talisman, P.C. 

1200 G Street, N.W., Suite 600 

Washington, D.C.  20005 

(202) 393-1200 

                                                 
94 See, e.g., Tariff, Part V, section 119 (“[A] Generation Owner with a generating unit proposed for 

Deactivation that continues operating beyond its proposed Deactivation Date may file with the Commission 

a cost of service rate to recover the entire cost of operating the generating unit until such time as the generating 

unit is deactivated.”); Operating Agreement, Schedule 6, section 1.5.8(e) (“In evaluating any cost, ROE 

and/or capital structure proposal, PJM is not making a determination that the cost, ROE or capital structure 

results in just and reasonable rates, which shall be addressed in the required rate filing with the FERC.”). 
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PJM Identified Options – Exhibit A Existing Option 1 Existing Option 2 Existing Option 3 

*note:  each option is subject to state laws 
that may specifically define and limit when 

and how load in a jurisdiction can be 
served by a supplier other than a 

franchised public utility 

Load with a separate Point of Interconnection (POI) that 
is Network Load  
(Existing NITS rules) 

Co-located load that is at the same Point of 
Interconnection (POI) but separately metered that is 
Network Load  
(Existing NITS rules) 

Existing Behind The Meter Generation (BTMG) where the 
load is the customer 

Description 

This option is where the load is network load and generation 
is a capacity resource and they are not electrically co-located. 
The load and generation may be physically located at the 
same location but they are electrically connected to the grid 
separately. 

This option is where the load is network load and generation 
is a capacity resource and they are metered separately 

This option reflects PJM's existing BTMG rules where the 
load is primary customer and nets with BTMG. 
Reliability consideration:  Existing Non-Retail BTMG is 
annually capped because it does not carry reserves equal to 
the installed reserve margin (net is zero during coincident 
peak). 
Large load behind generation was not intended. 

PJM Preference Yes - Highest Reliability Yes - Highest Reliability Not for Large Loads 

Load Status Network Network Network 

Generation Capacity Status Yes Yes No 

PJM obligation to serve Yes Yes Yes 

Load System Used and Charged NITS (Full load during coincident peak); Energy; Capacity 
(Full load during coincident peak) 

NITS (Full load during coincident peak); Energy; Capacity 
(Full load during coincident peak) 

NITS (Net withdrawal during coincident peak); Energy (Net 
withdrawal); Capacity (Net withdrawal during coincident peak) 

Ancillary Services Used Reactive, Black Start, Regulation, Sync, Non Sync, Day-
ahead Scheduling Reserves 

Reactive, Black Start, Regulation, Sync, Non Sync, Day-
ahead Scheduling Reserves 

Reactive, Black Start, Regulation, Sync, Non Sync, Day-
ahead Scheduling Reserves 

Ancillary Services Charged Reactive, Black Start, Regulation, Sync, Non Sync, Day-
ahead Scheduling Reserves (based on entire load) 

Reactive, Black Start, Regulation, Sync, Non Sync, Day-
ahead Scheduling Reserves (based on entire load) 

Reactive, Black Start, Regulation, Sync, Non Sync, Day-
ahead Scheduling Reserves (Net withdrawal) 

Generation Revenue  • Capacity (based on full CIRs) 
• Energy and Ancillary Services (based on entire gen output) 

• Capacity (based on full CIRs) 
• Energy and Ancillary Services (based on entire gen output) 

• Capacity (For portion of CIRs retained) 
• Energy and Ancillary Services (net injection only) 

Studies 
• TO Load Integration study 
•PJM Do No Harm study 
•RTEP process inclusive of Load Forecast  

• TO Load Integration study 
•PJM Do No Harm study 
•RTEP process inclusive of Load Forecast 
•Necessary Study 

• TO Load Integration study 
•PJM Do No Harm study 
•RTEP process inclusive of Load Forecast 
•Necessary Study 

Included in Load Forecast 
(RTEP) Yes Yes Only if Net Withdrawal >0 during coincident peak 

Included in RPM Reliability 
Requirement Yes Yes Only if Net Withdrawal >0 during coincident peak 

Cost Allocation for 
Interconnection Upgrades 

• Supplemental projects pursuant to local TO methodology 
• RTEP upgrades pursuant to RTEP cost allocation 

• No modification to generation. 

• Supplemental projects pursuant to local TO methodology 
• RTEP upgrades pursuant ot RTEP cost allocation 

• Generator for the changes to its facility to accommodate the 
load 

• Supplemental projects pursuant to local TO methodology 
• RTEP upgrades pursuant ot RTEP cost allocation 
• Generator for the changes to its facility to accommodate the 
load 

System Protection 
Requirements N/A N/A N/A 

Demand Response Eligibility Yes Yes Yes if net positive load 

Tariff Modifications No No No 



PJM Identified Options – 
Exhibit A New Option 4 New Option 5 New Option 6 New Option 7 New Option 8 

*note:  each option is subject to state 
laws that may specifically define and 

limit when and how load in a 
jurisdiction can be served by a supplier 

other than a franchised public utility 

Co-located load with connection to 
grid with protections to avoid 
delivery of system energy to serve 
the load 

Co-located load with connection to 
grid with protections to avoid 
delivery of system energy to serve 
the load or receive back-up service 
from PJM with permission 

Co-located load that elects to be 
Network Load and bring own 
generation 
BYOG 

Co-located load that takes 
Interruptible Service 
(Load willing to curtail in advance 
of Emergency Procedures) 

Co-located Load  that elects to be 
Network Load  and that participates 
as Demand Response  

Description 

This option is when the load is located 
behind the generation and there are 
protection mechanisms in place to 
prevent delivery of energy from the grid 
to serve the load in the event the 
generation is offline. 

This option is when the load is located 
behind the generation and there is 
protection mechanisms in place to 
prevent delivery of energy from the grid 
to serve the load in the event the 
generation is offline. It also allows for 
back-up service from the PJM system 
with permission. 

This option provides an opportunity for to 
bring your own generation with the 
incentive for faster interconnection when 
the load is Network Load 

This option provides an opportunity for 
large load to integrate as a non-capacity 
backed load where it avoids capacity 
costs if willing to curtail to support 
reliability in advance of emergency 
conditions.   

This existing option provides an 
opportunity for the load to be Network 
Load and participate as a Demand 
Response resource.  Options to operate 
back-up generation provides a 
mechanism to serve the co-located load 
when asked to curtail for DR. This option 
assume the co-located load and 
generation share the same POI. 
 
Additional review of DR rules and 
opportunities for relaxation of federal and 
state emission restrictions provide more 
incentives. 

PJM Preference Less preferred Less preferred Yes - maintains Resource Adequacy Yes - maintains Resource Adequacy Yes - maintains Resource Adequacy 

Load Status Not unless designated in a manner 
consistent with state law 

Not unless designated in a manner 
consistent with state law Network Network (advance curtailment) Network 

Generation Capacity Status Only for portion of Generation > Load Only for portion of Generation > Load Yes Yes Yes 

PJM obligation to serve Not unless designated in a manner 
consistent with state law 

Not unless designated in a manner 
consistent with state law Yes Yes but less priority Yes 

Load System Used and Charged 

If not designated Network Load, 
assuming no withdrawal of energy during 
coincident peak then no traditional NITS 
charges. However, network is still used to 
support co-location and delivery of 
ancillary services and should be part of a 
new rate design. 

If not designated Network Load, 
assuming no withdrawal of energy during 
coincident peak then no traditional NITS 
charges. However, network is still used to 
support co-location and delivery of 
ancillary services and should be part of a 
new rate design 

NITS (Full load during coincident peak); 
Energy; Capacity (Full load during 
coincident peak) 

NITS (Full load during coincident peak); 
Energy, Capacity (only for portion that is 
not non-capacity backed)  

NITS (Full load during coincident peak); 
Energy; Capacity (Full load during 
coincident peak) 

Ancillary Services Used 
Reactive, Black Start, Regulation, Sync, 
Non Sync, Day-ahead Scheduling 
Reserves 

Reactive, Black Start, Regulation, Sync, 
Non Sync, Day-ahead Scheduling 
Reserves 

Reactive, Black Start, Regulation, Sync, 
Non Sync, Day-ahead Scheduling 
Reserves 

Reactive, Black Start, Regulation, Sync, 
Non Sync, Day-ahead Scheduling 
Reserves 

Reactive, Black Start, Regulation, Sync, 
Non Sync, Day-ahead Scheduling 
Reserves 

Ancillary Services Charged 
Reactive, Black Start, Regulation, Sync, 
Non Sync, Day-ahead Scheduling 
Reserves (based on entire load) 

Reactive, Black Start, Regulation, Sync, 
Non Sync, Day-ahead Scheduling 
Reserves (based on entire load) 

Reactive, Black Start, Regulation, Sync, 
Non Sync, Day-ahead Scheduling 
Reserves (based on entire load) 

Reactive, Black Start, Regulation, Sync, 
Non Sync, Day-ahead Scheduling 
Reserves (based on entire load) 

Reactive, Black Start, Regulation, Sync, 
Non Sync, Day-ahead Scheduling 
Reserves (based on entire load) 

Generation Revenue  
• Capacity (For portion of CIRs retained) 
• Energy and Ancillary Services if 
injecting onto the PJM Grid 

• Capacity (For portion of CIRs retained) 
• Energy and Ancillary Services if 
injecting onto the PJM Grid  

• Capacity (based on full CIRs) 
• Energy and Ancillary Services (based 
on entire gen output) 

• Capacity (based on full CIRs) 
• Energy and Ancillary Services (based 
on entire gen output) 

• Demand Response Revenue 
• Capacity (based on full CIRs) 
• Energy and Ancillary Services (based 
on entire gen output) 

Studies PJM Necessary Study, reduced 
generator CIRs studied in RTEP 

PJM Necessary Study, reduced 
generator CIRs studied in RTEP 

• TO Load Integration study 
•PJM Do No Harm study 
•RTEP process inclusive of Load 
Forecast 
•Generator Interconnection Study  

• TO Load Integration study 
•PJM Do No Harm study 
•RTEP process inclusive of Load 
Forecast 
•Necessary Study 

• TO Load Integration study 
•PJM Do No Harm study 
•RTEP process inclusive of Load 
Forecast 
•Necessary Study 

Included in Load Forecast (RTEP) No for load; only retained CIRs are 
included in RTEP 

• Load - Only if Net Withdrawal >0 during 
coincident peak. 
• Only CIRs retained included in RTEP. 

Yes Yes Yes 

Included in RPM Reliability 
Requirement 

No for load; only retained CIRs are 
included in RTEP 

• Load - Only if Net Withdrawal >0 during 
coincident peak 
• Only CIRs retained included in RPM 

Yes • No for non-capacity backed load 
• CIRs included in RPM Yes 

Cost Allocation for 
Interconnection Upgrades 

Generator for the changes to its facility to 
accommodate the load. 
Generator also responsible for any 
system upgrades to serve the load. 

Generator for the changes to its facility to 
accommodate the load. 
Generator also responsible for any 
system upgrades to serve the load. 

• Supplemental projects pursuant to local 
TO methodology 
• RTEP upgrades pursuant to RTEP cost 
allocation 
• Generator for the generator 
interconnection 

• Supplemental projects pursuant to local 
TO methodology 
• RTEP upgrades pursuant ot RTEP cost 
allocation 
• Generator for the changes to its facility 
to accommodate the load 

• Supplemental projects pursuant to local 
TO methodology 
• RTEP upgrades pursuant ot RTEP cost 
allocation 
• Generator for the changes to its facility 
to accommodate the load 

System Protection Requirements Yes Yes and back-up unit required to take 
forced outage N/A N/A N/A 

Demand Response Eligibility No No Yes No Yes 
Tariff Modifications Yes Yes Maybe Yes Maybe 
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Overview of Large Co-Located Load Issues 
Docket No. AD24-11-000 

Statement of Frederick S. “Stu” Bresler on Behalf of PJM Interconnection, L.L.C. 
 

I am pleased to present this statement on behalf of PJM Interconnection, L.L.C. (PJM).  This technical 

conference offers a specific case study that continues the Reliability Technical Conference’s discussion on managing 

reliability risks and challenges, and resource adequacy and expected load growth.1   

As Executive Vice President – Market Services and Strategy for PJM, I oversee all aspects of PJM’s market 

functions and corporate strategy.  My responsibilities cover all of the markets operated by PJM, including those for 

Capacity, Day-Ahead and Real-Time Energy, Ancillary Services, Financial Transmission Rights, and Demand 

Response operations.  I am also responsible for the continued evolution of the PJM markets.  In addition, I am 

responsible for establishing and maintaining PJM’s forward-looking strategic objectives and initiatives, and driving 

their progress across the organization.  I have worked at PJM since 1994, previously holding other leadership and 

management positions within the Markets Division, as well as engineering positions in the Operations Division. 

I hold a bachelor’s degree in electrical engineering and a Master of Management degree, both from Penn 

State University.      

Introduction 

Developers have requested that PJM study nearly 8.5 GW of large loads to be co-located with existing 

generator interconnections.  Absent regulatory guidance to the contrary from the Commission or the states, it is 

reasonable to assume some amount of this load will appear on the system in the configurations proposed – although 
the precise amount is uncertain.   

PJM has been working with its stakeholders on co-located load issues since at least 2022,2 but those efforts 

have resulted in no governing document revisions.  Given the impasse, PJM issued a guidance document3 that 

explains processes and optionality for co-located load under PJM’s existing governing documents.  Under the 

existing regulatory regime, PJM has been analyzing each proposed generator interconnection modification on a 

case-by-case basis, informed by the necessary study process contemplated by the interconnection service 

agreement.4  Pursuant to this process, PJM has been filing for Commission review terms and conditions addressing 

                                                           
1 Reliability Technical Conference, Second Supplemental Notice of Commissioner-Led Technical Conference on October 16, 
2024, Docket No. AD24-10-000 (Oct. 7, 2024). 

2 See Capacity Offer Opportunities for Generation with Co-Located Load (initiated January 12, 2022; completed August 9, 2023), 
materials available at:  https://www.pjm.com/committees-and-groups/issue-tracking/issue-tracking-details.aspx?Issue=6897c7e7-
d8b7-438e-9e3f-b6099f9dd7ec.   

3 PJM Guidance on Co-Located Load (posted Mar. 22, 2024; updated Apr. 17, 2024), available at:  https://www.pjm.com/-
/media/markets-ops/rpm/rpm-auction-info/pjm-guidance-on-co-located-load.ashx.  

4  Some are seeking clarity on the proper process parties should follow.  See Baltimore Gas & Elec. Co. & PECO Energy Co., 
Petition for Declaratory Order, Docket No. EL24-149-000, at page 15 (Sept. 30, 2024) (contending that the necessary study 
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reliability concerns, novel legal issues, and/or other unique factors to the interconnection.  The procedural history in 

at least one pending docket raises questions about the efficiency and manageability of this approach going forward 

given the diversity of interests, electrical configurations, and federal and state regulatory constructs involved.5  The 

Commission should explore the development of a uniform approach to this issue that promotes certainty and clarity 

to entities interested in pursuing co-located load configurations and those entities potentially impacted by such 

configurations.        

To assist the Commission’s efforts in this regard, PJM continues to strategically approach co-located load 

by focusing on three primary domains:  resource adequacy, reliable system operations, and equitable alignment of 

transmission system usage and compensation.  PJM reiterates its prior recommendation that large co-located loads 

should be in front of the meter and designated as PJM Network Load.  Network Load status offers the most robust 

reliability benefits and holistic planning efficiencies, minimizes the need for one-off operational procedures (both 

interim and longer term), and offers a cost allocation framework that assesses charges for use of and reliance on the 

transmission system.   

Given impacts on wholesale electricity rates on account of the rise in behind the meter co-located load as 

discussed in this statement, there is an opportunity for the Commission to clarify its jurisdiction over such 

configurations in light of existing precedent recognizing the Commission’s authority under the Federal Power Act to 

regulate the interstate wholesale electricity market by implementing rules and practices that directly affect wholesale 

electricity rates, terms, and conditions. 

PJM remains committed to working with the Commission, the states, and stakeholders on exploring existing 

and novel paradigms in light of continued industry innovation and evolving regulatory constructs.   

Background and Terminology 

 Clear definitions and mutual understanding about the meaning of terms like “Network Load” and “co-located 

load” will promote consistency and understanding across the industry.  In PJM, load has traditionally been added by 

the local transmission owner/electric distribution company on an annual basis as Network Load.6  This load is 

                                                           
provision in Appendix 2, section 3.1 of the interconnection service agreement “is inapplicable to requests to interconnect end-use 
load facilities at the interconnection sites of existing generators”). 

5  In some jurisdictions, there may be disputes under state law about what entities may provide service and what service they 
may be authorized to provide.  Compare Public Conference 61:  Senate Bill 1 Co-location Study, Additional Comments of 
Southern Maryland Electric Cooperative, Inc. on Co-Located Load Configuration, Docket No. PC61, Docket Entry 42, at 3-5 (Md. 
PSC) (Oct. 16, 2024) (asserting only an “electric company” is authorized to serve “retail electric customers” in Maryland), and 
Public Conference 61:  Senate Bill 1 Co-location Study, Response Comments of Constellation Energy Generation, LLC and 
Constellation NewEnergy, Inc., Docket No. PC61, Docket Entry 41, at 23-28  (Md. PSC) (Oct. 16, 2024) (asserting neither 

Maryland case law nor the Maryland Code support PSC regulation of private sales to co-located entities). 

6 The PJM Open Access Transmission Tariff (“Tariff”), Part I, Definition of “Network Load” means “the load that a Network 
Customer designates for Network Integration Transmission Service under Tariff, Part III.” 
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incorporated into the PJM Load forecast, studied, and identified system enhancements are constructed pursuant to a 

transparent planning process, including transmission services and energy and ancillary services.   

Front of the Meter Network Load:  PJM Network Load is considered in front of the meter and may or 

may not be co-located with a generator.  In the left illustration of Figure 1, the traditional PJM Network Load is 

served from the broader PJM system.  However, PJM Network load may also be co-located on the same physical 
site as a generator as in the right diagram of Figure 1.  In either of these configurations, there can be a financial 

bilateral contract to facilitate the exchange of funds between the load and a generation supplier.  As represented in 

Figure 1, as a matter of physics, the load’s needs are met without preference to whether the actual physical power is 

coming from the co-located generator or the broader PJM system.    Importantly, if the co-located generator is out of 

service, the load will not be interrupted because the load will continue to be served by the broader PJM system.  Both 

configurations in Figure 1 result in the load being served reliably, included in future planning forecasts, and 

accounted for holistically in forward-looking planning processes.  As a result, this configuration is best differentiated 

as “front of the meter load” even though a generator may physically be “co-located” on the same site as a generator.  

 

Figure 1: Front of Meter: Load fully served by grid and therefore pays transmission services and energy and ancillary service 
charges while being incorporated into and accounted for in future planning processes.  

Behind the Meter, Off System Load Served from a Specific Generator:  In contrast to the configuration 

represented in Figure 1, the emerging configuration for large co-located load integrations assumes a behind 

the meter, off system construct.  In this configuration, the load is not designated PJM Network Load and is co-

located with the generation and served exclusively by that generation as is shown in Figure 2.7  The left illustration of 

Figure 2 shows the behind the meter configuration with co-located load that is presenting some of the biggest 
challenges discussed in greater detail in this statement.  In the left illustration of Figure 2, the load is fully off-system 

and protection mechanisms are installed to avoid the load being served from the grid.  If the generator is out of 

service, as shown on the right illustration of Figure 2, the load will not be served from the broader system.  

                                                           
7 There could be behind the meter co-located load configurations where part of the load is in front of the meter and part is behind 
the meter.  For sake of simplicity, this scenario will not be specifically discussed. 
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Practically, this means that the load will not be served at all unless the load has a sufficient back-up generator on-

site.  The load would at least theoretically be curtailed if the serving generator or generators fail to supply the load as 

PJM would not be obligated to serve that load from other resources in the PJM region.   

In the Figure 2 configuration, any financial arrangement between the generator and the load is conducted 

outside of the PJM settlements system.  Under existing governing document rules, for purposes of the Figure 2 
configuration, neither the generator nor the co-located load is assessed charges for transmission services or energy 

and ancillary services.  The load is not included in future planning forecasts, and is not accounted for holistically in 

forward-looking planning processes.  If the load is desired to be served by the PJM system at some point in the 

future, additional studies would be necessary to identify potential system upgrades on the transmission system.  

There appears to be an industry perception that pursuit of the Figure 2 configuration may offer a faster path to 

commercial operation for the large co-located loads when compared to the Figure 1 configuration.   

 

Figure 2:  Behind the Meter: Load served by a dedicated generator.  Load cannot be served by the broader network and under 
existing governing document rules, neither the co-located generator or load pay transmission or energy and ancillary service 
charges. 

In an effort to promote clarity, as noted above, there are variations within the overall description of “co-

located load” that have different impacts which is why it is important to clarify if a configuration is “in front of the 

meter” or “behind the meter, off system.”    

Co-Located Load and Resource Adequacy 

NERC CEO Jim Robb recently framed the present resource adequacy challenges facing regions across the 

country in terms of a math problem:  unprecedented growth in electric demand is outpacing available capacity to 
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meet that demand.8  PJM is projecting a potential shortfall in generation supply by the end of this decade.9  PJM’s 

most recent base residual auction results reflect the market’s recognition of these tighter system conditions.10  The 

factors giving rise to these projections and auction results are described in greater detail elsewhere, and I will focus 

here on how the explosive growth of large load co-location could impact resource adequacy.   

The arrival of large load co-location configurations is emblematic of exploding load growth largely due to 
rapid technological innovation.11  Putting aside cost allocation issues, PJM anticipates that large loads’ demand for 

service (and its impact on resource adequacy) will exist regardless of whether a large load is behind the meter (i.e., 

off system) or in front of meter (i.e., Network Load) although the obligations to serve that load may differ as noted 

above.  While load growth in itself is not particularly novel, the speed with which these types of loads may be 

emerging, whether in front of or behind the meter, marks a change in recent trends.   

PJM continues to emphasize its expectation that generation capacity resources, including those intending to 

serve behind the meter, off system load, must satisfy their obligations until duly excused of them.  PJM and Network 

Load are relying on these resources, and PJM’s models for planning purposes and auctions are constructed 

according to strict timelines based on available capacity.  For these reasons, generators must provide advanced 

notice of an intent to change capacity resource status consistent with tariffed processes.12   

PJM encourages configurations where the load, co-located or not, is in front of the meter and brings with it 

the interconnection of new generation.  When new load brings with it new generation, the supply and demand sides 

of the equation remain more balanced and do not necessarily exacerbate resource adequacy concerns.  

Furthermore, this coordinated approach to load integration may allow for an expedited load integration process 

subject to appropriate study and construction of necessary system enhancements. 

Co-Located Load and Reliable System Operations 

 Reliable system operations remains PJM’s highest priority.  PJM’s reliability imperative drove enhancements 

to a pending interconnection service agreement involving a large co-located load.  Participants in that proceeding 

have not sought to impede the reliability enhancements proposed in the revised agreement, and I will not repeat the 

                                                           
8 Reliability Technical Conference, Speaker Materials of Jim Robb, President and Chief Executive Officer, North American 
Electric Reliability Corporation, Docket No. AD24-10-000 (Oct. 15, 2024). 

9 See, e.g., Reliability Technical Conference, Speaker Materials of Aftab Khan, Executive Vice President – Operations, Planning 
& Security, PJM Interconnection, L.L.C. Docket No. AD24-10-000 (Oct. 15, 2024) (“Aftab Statement”). 

10 PJM Interconnection, L.L.C., 2025/2026 Base Residual Auction Report (July 30, 2024), available at:  https://pjm.com/-
/media/markets-ops/rpm/rpm-auction-info/2025-2026/2025-2026-base-residual-auction-report.ashx.   

11 Aftab Statement at 2. 

12 Tariff, Attachment DD, section 6.6. 
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justifications offered for those operational provisions here.13  I will discuss several observations about reliability 

considerations unique to the Figure 2 behind the meter co-located load configuration. 

A growth in large behind the meter, off system co-located load is likely to be served by dedicated 

traditional base-load generation capacity resources (nuclear, gas-fired, landfill gas, and coal) no longer 

available to serve PJM Network Load, and operational protocols and impacts should be assessed.14  The 
Commission, PJM, and stakeholders should continue to explore what operational principles and protocols are 

necessary if traditional base-load generation capacity resources do, in fact, leave the supply stack at an expedited 

rate to exclusively serve behind the meter, off system co-located load.15  Equitable and practical impacts to service 

interruption and curtailment should also be explored as these behind the meter, off system configurations may impact 

service reliability for Network Load and co-located load in different ways.   

Behind the meter co-located, off system loads are not holistically planned for and may not be 

capable of receiving reliable service from the grid in the event the co-located generation is not available.  

Behind the meter co-located loads are not part of the PJM load forecast because these loads are off the system 

despite being in the PJM Region.  These loads are electrically connected to the grid via the co-located generator, but 

should never withdraw power from the PJM system (see Figure 2).  Therefore, the PJM planning models will not 

recognize this load and the grid as a whole will not be planned and enhanced to serve it.  Although the initial 

integration of the load may require system reinforcements, the PJM load forecast and resource adequacy models will 

not include this load for purposes of service obligations.   

If behind the meter co-located loads integrate faster than what can be reliably planned for, the 

industry should appreciate the potential future risks to reliable system operations.  If a co-located generator 

retires (or has a failure – temporary or otherwise) and this generator was exclusively serving off system, behind the 

meter load, then PJM will likely be unable to allow the load to be served from the PJM system until the system is 

properly planned and enhanced with necessary reinforcements (though some exceptions could exist if there is a 

potential for specifically tailored interim operational procedures and close coordination between the involved entities).  

It could take a significant amount of time for the off system load to become PJM Network Load based on the system 

impacts.  But think of a scenario where there are large behind the meter loads supporting artificial intelligence that 

some may deem important for reasons like national security or internet access.  Given the significant social and 

economic impacts if certain large loads were not able to receive service, it is foreseeable that political, regulatory, 

and other social forces could exert pressure to attempt to secure service to such behind the meter load without 

interruption even if the exclusively-dedicated co-located generator were to become unavailable.   

                                                           
13 See PJM Interconnection, L.L.C., Response to Deficiency Letter by PJM Interconnection, L.L.C., Docket No. ER24-2172-001, 
at 3, 12, 20, 22-23 (Sept. 3, 2024). 

14 Aftab Statement at 2. 

15 Operations Road Map, PJM Interconnection, L.L.C. (Aug. 8, 2024) (discussing various actions PJM is pursuing given the 
transition from traditional fuel secure generation to intermittent resources), available at:  https://www.pjm.com/-
/media/committees-groups/committees/oc/2024/20240808/20240808-item-06---2-external-operations-roadmap-document.ashx.   
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But providing service to that co-located load in the absence of appropriate long-term planning and 

construction of upgrades poses potential real time operational risks and challenges to reliability that may not be 

supportable or sustainable.  These risks to the service of behind the meter load are mitigated if the load integrations 

are accompanied by holistic long-term planning.  The Commission could explore clarifying service obligations to 

behind the meter co-located loads in scenarios like the one discussed here.   

Regardless of the existence of protection facilities, if permitted by the Commission, any request to 

leverage the use of a back-up unit that is a generation capacity resource to support behind the meter, off 

system co-located load should be subject to coordination, terms and conditions, and advanced 

authorization.  Such back-up units may also be subject to recall due to conditions that may threaten the integrity or 

reliability of the PJM Region or the regional power system.   

Depending upon case-specific circumstances and grid conditions, the operation of studied behind 

the meter, off system co-located load may nevertheless be subject to specifically-defined interim operational 

procedures.  For example, certain studied co-located load configurations may require the construction and 

energization of transmission planning solutions identified as part of the Regional Transmission Expansion Planning 

process.  If such solutions are not yet operational, it may be necessary for the studied co-located load to operate 

subject to interim operational procedures until the solutions are in service.  

 There are other ongoing reliability considerations relating to large behind the meter co-located loads that 

PJM will continue to explore in partnership with Reliability First, transmission owners, and project developers.  For 

example, in addition to compliance, legal/jurisdictional, and financial implications, reliability concerns can 

materialize if generation with co-located load trips off-line and co-located load inadvertently continues to pull 

from the grid and intended breakers do not open.  The addition of co-located load at the generating site increases 

the complexity of associated relaying designed for normal fault clearing and load disconnection that would need to be 

evaluated on an individual basis as these designs can range widely.  If not properly designed and evaluated, power 

swings and other unintended consequences could occur.  Therefore, it is imperative that any and all relay 

specifications are shared with the local utility and PJM for analysis and evaluation.  Additionally, the relaying 

equipment must be maintained and any degradation in status communicated promptly to all affected parties 

(generation owner, transmission owner, grid operator). 

Behind the meter co-located load tripping due to an internal fault or in response to a grid 

disturbance could also cause power swings and operational challenges.  For example, if there was a local fault 

on the transmission system, the transient impacts to voltage and frequency may result in a relay action to disconnect 
the load and swap to back-up power, which would then have direct impacts to the dynamic response of the co-

located generator.  Again, these relaying settings and timings would all need to be closely coordinated with the 

generation owner, transmission owner, and grid operator for proper studies analysis and evaluation. 

In addition, PJM is aware of the potential cybersecurity concerns raised by Reliability First at a 

recent Maryland technical conference on co-located load issues.  Cybersecurity is very important to PJM, and 

PJM will continue to work with RF and stakeholders on this issue.   
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And finally, efforts should be made to promote enhanced situational awareness and communication 

by and among PJM, the local transmission owner, a co-located generator, and a large co-located load.  These 

efforts would help clarify and assign responsibility and liability to the entities actually operating any behind the meter 

facilities that have the potential to impact the PJM system.  While the existing interconnection service agreement 

makes the generator the primary point of contact, the Commission should explore whether this construct is sufficient 

or if more is required from generators and the co-located load.  PJM will continue to engage with its stakeholders, 

reliability organizations, and regulators since generators with co-located load may be assuming certain operational 

responsibilities as an intermediary between the transmission provider and transmission owner and a co-located load.     

Co-Located Load and Equitable Alignment of Transmission System Usage and Compensation 

 The equitable usage and compensation issue centers on the Commission deciding if there is an appropriate 

level of compensation for ancillary services and transmission services that would be paid for by a generator and/or 

behind the meter co-located load.  PJM attempted to work with its stakeholders to establish an appropriate rate for 

transmission or ancillary services charges associated with behind the meter co-located loads.  Those efforts resulted 

in no proposed governing agreement changes, and the issue remains an open one subject to ongoing litigation in a 

number of pending Commission dockets.  PJM has emphasized that any interconnection service agreements 

reflecting co-located load arrangements are subject to revision under the ordinary just and reasonable standard 

pursuant to Section 205 of the Federal Power Act in the event such rates (or other changes) are determined 

appropriate.   

 Transmission cost allocation is not within the purview of PJM, but rather in that of the Transmission Owners.  

Clarification of the issues highlighted above, such as whether the transmission system needs to be planned to be 

able to serve these large loads even if they are co-located and operate behind the meter of a generator, will be 

instructive as to the question of transmission cost allocation.  A load connected behind the meter of a generating unit 

that remains interconnected with the transmission grid benefits from the ancillary services necessary to maintain the 

reliability of the transmission grid because the load could not be served from the generator unless transmission grid 

reliability is maintained.  As such, it seems appropriate that the load should pay its ratio share of the costs of ancillary 

services just like any other load that is interconnected to the transmission grid, even if it is not withdrawing power 

from the grid, due to the benefit it derives from dependence on grid reliability. 

As discussed above, preserving reliable system operations necessarily entails coordination between a 

transmission provider like PJM, transmission owners, and a generator (and possibly the large co-located behind the 

meter load) when there are changes in the availability and operations of large, synchronized generators (including 
back-up units) and large co-located loads.  Even with protection facilities in place, this coordination is necessary and 

essential because the operations of generators with co-located load rely on the grid and impact the grid.   

These observations raise an opportunity for the Commission to offer guidance on the appropriate approach 

to cost allocation involving generators with large co-located load.  Historically, use of the transmission system has 

been measured by taking MW off the system.  But does that construct hold under the novel and innovative co-located 

load configurations under study and discussion today?  Should unit specific operational coordination with a 

transmission owner and a transmission provider like PJM be assessed a charge, and if so, what is a just and 

reasonable rate?  If there is any use of any services, what entity is using those services and should bear the cost of 
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them:  the generator or the behind the meter co-located load?  If one unit of a generator is serving as a generation 

capacity resource and Network Load is paying for it as such, and the Commission permits such a generator to serve 

in a back-up capacity to potentially dedicate itself to serving a single large, co-located load, is there an impact and 

cost to the transmission system that should be assessed? 

Opportunities for Generic Guidance 

Upon consideration of the record developed in this technical conference docket and other related 

proceedings relating to behind the meter co-located load, the Commission should consider exploring opportunities to 

provide the industry with generic guidance that addresses issues raised above and, in particular: 

 the anticipated pace of large behind the meter co-located load development, including an 

exploration of whether any conditions can or should be placed on the obligation of a transmission 

provider to serve such load given grid impacts; 

 the potential responsibility of generators with behind the meter co-located loads or the co-located 

loads themselves to pay for ancillary services and transmission services, and principles as to how 

such rates should be designed given the nature and impacts of behind the meter co-located load 

additions (as discussed above);  

 the project-specific details and markets, operations, and planning particulars that should be 

embodied in any implementing interconnection service agreement or other related agreements — 

any preconditions to modifying Commission-jurisdictional agreements or permitting the taking of 

certain Commission-jurisdictional, and terms addressing things like the type of generator, the 

capacity factor of the generation, the nature of the load, the potential for back-up supply, the 

location of the load and related facilities, and other similar matters; and 

 the extent, if any, to which behind the meter co-located load configurations are subject on the one 

hand to Commission jurisdiction because they involve Commission-jurisdictional agreements and 

services, and otherwise affect wholesale rates, and on the other hand to state jurisdiction because 

they may involve state law questions about what entities may provide certain services to behind the 

meter co-located loads and what services may be provided. 

These are complex issues and generic guidance (as opposed to case-by-case determinations) will facilitate 

efficiency and predictability for developers advancing emerging and evolving technologies in fields like artificial 

intelligence and data computing and the electric industry being called upon to facilitate and serve this innovation.  

More work remains to be done.  The discussion in this docket could be followed by further examination of questions 

listed above and posed by others in this docket.  PJM is prepared to work with the Commission, its staff, and all 

affected stakeholders to support the needs of developing technological innovation in a manner that is fair and 

equitable and enhances reliability for all users of the grid.   
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