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October 25, 2012

Honorable Kimberly D. Bose, Secretary
Federal Energy Regulatory Commission
888 First Street, N.E.

Washington, D.C. 20426

Re:  PJM Interconnection, L.L.C., Docket No.
OATT Order No. 1000 Compliance Filing

Dear Secretary Bose:

Pursuant to section 206 of the Federal Power Act (“FPA”),' and in compliance
with Order No. 1000, PJM Interconnection, L.L.C. (“PJM”) submits revisions to the
definitional section and Schedule 6 of the Amended and Restated Operating Agreement
of PJM (“Schedule 6)° and Part I of the PJM Open Access Transmission Tariff (“PJM

Tariff”) in the above captioned docket.”

: 16 U.S.C. § 824d (2000).

Transmission Planning and Cost Allocation by Transmission Owning and
Operating Public Utilities, Order No. 1000, 139 FERC 9 61,051 (2011), 76 Fed.
Reg. 49842 (Aug. 11, 2011), Order on reh’g and clarification, 1 Order No. 1000-
A, 139 FERC 961,132 (2012), 77 Fed. Reg. 32184 (May 31, 2012). (“Order No.
1000” or “Final Rule”).

Schedule 6 of the PJM Operating Agreement contains PJM’s existing regional
transmission planning process known as the Regional Transmission Expansion
Planning Protocol (“RTEPP”). The PJM Operating Agreement is on file at the
Commission and is enforceable as a FERC-filed rate schedule. See PIM
Interconnection, L.L.C., 123 FERC § 61,163 (May 15, 2008) (“Order on PJM 890
Compliance”).

On October 15, 2012, the Commission issued an extension of time until October
25, 2012, for PJM to submit this compliance filing. See Notice of Extension of
Time, PJM Interconnection, L.L.C., Docket No. RM10-23-000 (Oct. 15, 2012).
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PJM is making this filing consistent with the Commission’s Notice of Filing
Procedures for Order No. 1000 Electronic Compliance Filings in Docket No. RM10-23-
000.”

I Overview

A. Building on PJM’s Existing Transmission Planning Process.

PJM’s planning process was a key component of PJM’s formation as an
independent regional transmission organization. PJM’s regional transmission expansion
planning (“RTEP”) process works together with PJM’s markets and operations as a
cohesive unit designed to meet the fundamental mission of PJM as embodied in Schedule
6 of the PJM Operating Agreement. As specified in Section 1.1 of Schedule 6, this
mission is to: “[E]nable the transmission needs in the PJM Region [to] be met on a
reliable, economic and environmentally acceptable basis.”

The Commission has already found that PJM’s current planning process satisfies

Order No. 890 planning principles.6 Through this filing, PJM includes specific reforms

which, either meet the letter of Order No. 1000 or, due to the unique nature of PJM’s

See Notice of Filing Procedures for Order No. 1000 Electronic Compliance
Filings, Transmission Planning and Cost Allocation by Transmission Owning and
Operating Public Utilities, Docket No. RM10-23-000 (Sept. 19, 2012).

Preventing Undue Discrimination and Preference in Transmission Service, Order
No. 890, 72 FR 12266 (Mar. 15, 2007), FERC Stats. & Regs. § 31,241, order on
reh’g, Order No. 890-A, 73 FR 2984 (Jan. 16, 2008), FERC Stats. & Regs.
931,261 (2007), order on reh’g and clarification, Order No. 890-B, 73 FR 39092
(July 8, 2008), 123 FERC 9 61,299 (2008), order on reh’g, Order No. 890-C, 74
FR 12540 (Mar. 25, 2009), 126 FERC 9 61,228 (2009), order on clarification,
Order No. 890-D, 74 FR 61511 (Nov. 25, 2009), 129 FERC ¢ 61,126 (2009)
(“Order No. 8907).
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operations and markets, satisfy the Commission’s “consistent with or superior to”

standard recognized in Order No. 1000.’

B. Key Components of this Filing.8

This filing will demonstrate how PJM: (i) complies with the expanded

requirements under the Order No. 890 planning principles,’ (ii) proposes procedures that

provide for consideration of Public Policy Requirements consistent with Order No. 1000

and (iii) proposes a process that provides for competitive solicitation for new

transmission proposals consistent with Order No. 1000. In addition, PJM incorporates

the revisions to Schedule 12 of the PJM Tariff filed on behalf of the PJM Transmission

See Order No. 1000 at P 149; see also 18 C.F.R. § 35.28(c)(4)(ii).

Order No. 1000 also requires public utility transmission providers (‘“Transmission
Providers”) to evaluate their interregional planning processes and cost allocation
mechanisms. PJM will address those issues in its April 2013 compliance filing.
See Order No. 1000 at 792; see also 76 FR 49842 (Aug. 11, 2011).

Building on the reforms adopted in Order No. 890, the Commission added greater
specificity around the planning principles to specifically require in terms of
process that each Transmission Provider must: (i) participate in a regional
transmission planning process that produces a single, regional transmission plan;
(i1) evaluate, in consultation with stakeholders alternative regional transmission
solutions that might be more efficient or cost effective than solutions identified at
the local transmission planning level, which could include reliability
requirements, economic considerations and consideration of transmission needs
driven by Public Policy Requirements; (iii) evaluate proposed non-transmission
alternatives on a comparable basis; and (iv) ensure that stakeholders have an
opportunity to express their needs, have access to information and an opportunity
to provide information, including access to models and data. See Order No. 1000
at P 147 — 150.
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Owners, under section 205 of the FPA, in Docket No. ER13-90-000, which complements
this filing and is referenced herein as a key component of this compliance ﬁling.10

As explained in this transmittal letter, PJM’s current transmission planning
process, including changes recently approved by the Commission in Docket No. ER12-
1178,"" already satisfy many of the requirements of Order No. 1000."> 1In other areas,
PJM has taken the guidance of Order No. 1000 and, after considerable input from its
stakeholders and states, developed changes to Schedule 6 to clarify and document its
processes where necessary and propose reforms consistent with Order No. 1000 where
appropriate.””  This compliance filing together with the PJM Transmission Owners’

section 205 filing satisfies PJM’s compliance obligations relative to intra-regional cost

allocation under the Final Rule.

10 See Filing Letter, PJM Open Access Transmission Tariff Revisions to Modify Cost

Allocation for PJM Required Transmission Enhancements, Docket No. ER13-90-
000 (Oct. 11, 2012) (“October 11 Section 205 Filing”).

H See PJM Interconnection, L.L.C., 139 FERC 4 61,080 (Apr. 30, 2012) (“April 30
Order”).

Order No. 1000 provided that to the extent existing transmission planning
processes meet the requirements of Order No. 1000, Transmission Providers may
describe in their compliance filing how the requirements are satisfied by reference
to the Commission-filed tariff sections. See Order No. 1000 at n. 139. Consistent
with the Commission’s directive, PJM includes Appendix 1 with this filing.
Appendix I is a chart describing the proposed revisions to specific sections of
Schedule 6. Appendix 1 also describes how the proposed changes comply with
Order No. 1000 and references current sections in Schedule 6 which already
comply.

12

13 Section 35.28(c)(4)(i1) of the Commission’s Rules and Regulations provides that

if an RTO can demonstrate that its existing tariff is consistent with or superior to
the revisions in the Commission’s pro forma tariff, the RTO may make such
demonstration in its compliance filing. Accordingly, PJM also submits limited
revisions which are consistent with or superior to PJM’s Schedule 6. See 18
C.F.R. § 35.28(c)(4)(i1); see also, Order No. 1000 at P 151.
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C. The Proposed Approach to this Filing.

When reviewing this compliance filing, PJM urges the Commission to focus on
the holistic nature of PJM’s planning process and its synergies with PJM’s overall
operations and market design. Issues such as (i) the length of proposal windows,
(i1) assignments of RTEP projects, and (iii) the incorporation of public policy should be
judged with the understanding that PJM as an independent organization seeks to ensure
that its market design and planning process operate as an integrated whole.'*

PJM reads the Final Rule to leave the details of practical implementation of Order
No. 1000 to each Transmission Provider and its stakeholders, subject to Commission
review and acceptance, so that the solutions may meet the region’s needs more efficiently
or cost-effectively.’” PJM has approached this compliance filing with the goal of
developing practical methods and processes that will meet the Commission’s Order No.
1000 requirements, while at the same time, ensuring that PJM is able to carry out its other

responsibilities, which includes the obligation to ensure the reliability of the system. As a

result, PJM urges the Commission to provide deference to PJM’s proposal to balance the

1 As an example, the need to timely designate construction, ownership and financial

responsibility to project sponsors of project proposals needed within three years
or less is tied to the need for PJIM to timely post a complete baseline model that in
turn affects prices in PJM’s capacity market. See supra Part I1.D.1(a) at 50.

15 See Order No. at P 61 (recognizing the ‘“unique characteristics of each

transmission planning region and, therefore, according “significant flexibility to
tailor regional transmission planning and cost allocation processes to
accommodate [such] regional differences.”) and P 149 (providing each public
utility transmission provider (“Transmission Provider”) “flexibility to develop, in
consultation with stakeholders, procedures by which the Transmission Providers
in the region identify and evaluate the set of potential solutions that may meet the
region’s needs more efficiently or cost effectively.”
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Commission’s desire for competitive solicitations with the practical needs to meet real

short term deadlines to address imminent reliability needs.

D. PJM’s Compliance Filing Builds on Past Reforms and Lessons
Learned.

PJM’s compliance filing is anchored in its rich history of already having

addressed many of Order No. 1000 requirements and having learned lessons from the

benefits and challenges associated with implementation of these goals. For example:

PJM first memorialized and filed its RTEP process in the PJM Interconnection,
L.L.C., Operating Agreement in 1997 (“1997 PJM Operating Agreement”).
Under the 1997 PJM Operating Agreement, Article X, the PIM Members agreed
to coordinate planning and operation of the bulk electric power system to obtain
the “greatest practicable degree of reliability, compatible economy and other
advantages” from the pooling of system loads, generating capacities and
transmission facilities. Since 1997, PJM has continued to progressively evolve its
regional transmission planning process. Since its inception in 1997, PIM’s RTEP
process has adapted to expanding geographic markets, ® new and modified market
offerings'” and the effects of public policy rapidly impacting the region’s
traditional coal-based fleet;

In 1999, PJM established its generation interconnection process, which was
revised in 2003 to conform with the Commission’s Order No. 2003 pro forma

16

17

The scope of our planning process continues to expand in order to address the
number of public utility and non-public utility transmission providers that have
integrated into PJM since 2002. The entities that have integrated include:
Allegheny (2002), American Electric Power Service Corporation (2004),
Commonwealth Edison Company and Commonwealth Edison Company of
Indiana, Inc. (2004), Dayton Power & Light Company (2004), Duquesne Power
& Light (2005), Virginia Electric and Power Company (2005) American
Transmission Systems, Incorporated (2011) and Duke Energy Ohio, Inc. and
Duke Energy Kentucky, Inc. (2012). East Kentucky Power Cooperative is
currently obtaining the necessary approvals and expects to integrate into PJM by
June 1, 2013.

For example, For Capacity: Reliability Pricing Model (RPM); For Demand
Response: (i) limited demand response, (ii) extended demand response and
(ii1) annual demand response; and Price Responsive Demand.
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large generator interconnection procedures (“LGIP”) and large generator
interconnection agreement (“LGIA”).

Over nine years ago, in January 2003, PJM’s tariff was expanded to include
merchant transmission interconnection procedures.'®

In August 2003, PJM submitted its compliance filing in Docket No. RT01-2-010,
revising the PJM regional transmission expansion planning protocols (“RTEPP”)
to include economic-based planning.'” On September 8, 2006, PIM filed
proposed modifications to its RTEPP to replace its then current economic
planning process with processes that would be based upon an evaluation of the
economic benefits of accelerating or modifying planned reliability-based upgrades
or constructing new economic-based enhancements or expansions focused on
relieving congestion. PJM’s economic-based planning process was accepted by
the Commission in February 20, 2009.%

In 2008, PJM expanded its stakeholder process in compliance with Order No. 890
to enhance coordinated, open and transparent planning at both regional and local
levels, which included the establishment of three standing committees, the
Subregional RTEP Committees (Mid-Atlantic, Western and Southern). These
Subregional RTEP Committees were commissioned to review proposed upgrades
of more local concerns. The Subregional RTEP Committees are open to all
interested parties and meet regularly, approximately three to four times per year,
to review local transmission needs on below 230 kV facilities prior to finalizing

18

19

20

PJM was one of the first RTOs to establish merchant transmission interconnection
procedures. See PIM Filing Letter, PJM Interconnection, L.L.C., Docket No.
ER03-405-000 (Jan. 10, 2003).

See PIM Compliance Filing, PJM Interconnection, L.L.C., Docket No. RT01-2-
010 (Aug. 25, 2003).

See Filing Letter, PJM Interconnection, L.L.C., Docket No. ER06-1474-000
(Sept. 8, 2006). On November 21, 2006, the Commission conditionally accepted
PJM’s proposed RTEP changes to its economic planning process subject to
compliance. See PJM Interconnection, L.L.C., 117 FERC q 61,218 (Nov. 21,
2006); see also, PJM Interconnection, L.L.C., 119 FERC 9 61,265 (June 11,
2007) (finding that PJM had not adequately set forth how it would weigh the
metrics to determine the benefits of an economic project and directing PJM to file
a formulaic approach to choose an economic project); PJM Interconnection,
L.L.C., 123 FERC 461,051 (Apr. 17, 2008) (accepting PJM’s formulaic approach
subject to further compliance); PJM Interconnection, L.L.C., 126 FERC q 61,152
(Feb. 20, 2009) (accepting PJM’s compliance filing and rejecting the requests for
rehearing of the April 17 Order).
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the Local Plan that is integrated into the Regional Transmission Expansion Plan
(“RTEP’,).ZI

PJM’s planning process includes a robust analysis of announced generation
retirements, many of which have been related to the impacts of pending or
enacted environmental policies. More recently, the planning process has been
expanded to incorporate ongoing, scenario studies, to identify “at risk” generation
proactively in order to factor related impacts into infrastructure decisions.

PJM has already been called upon to study the implementation of federal and state
public policy, ranging from implementation of the Energy Policy Act’s
requirement for the provision of long term financial rights to federal
environmental policy to implementing state public policy requirements, such as
New Jersey’s High Electricity Demand Days (“HEDD”)* rules and state
Renewable Portfolio Standards (“RPS”) scenarios. In fact, this year the
Independent State Agencies Committee (“ISAC”) requested PJM to perform
studies of “at risk” generation, off-shore wind and RPS. PJM has begun to report
out the results of those studies.”

PJM has implemented the ability for parties to acquire transmission rights to
hedge transmission congestion when they agree to make the necessary
transmission upgrades to make those rights feasible. This change encourages
construction of incremental upgrades to address system constraints through
market forces where individual parties can evaluate the cost/benefit, e.g., PIM is
working with transmission owners and developers to complete its first Elective

21

22

23

See Schedule 6 at 1.3.

New Jersey is a signatory to the Ozone Transport Commission (“OTC”). As a
signatory, New Jersey has committed to take actions that will reduce NOx
emissions on hot summer days because those days are highly correlated with high
electricity demand. New Jersey focus is on generation resources (e.g., oil/gas
steam and oil/gas combustion turbines) that run at low capacity factors but are
large additional sources of NOx on high electricity demand days. New Jersey has
selected an emissions rate standard that requires considerable emission controls
for those resources that do not have up-to-date controls. Control and Prohibition
of Air Pollution From Oxides of Nitrogen, See N.J.A.C. 7:27-19.

PJM’s experience with generation retirements is due, in part, to environmental
standards and regulations that pre-dates the recently enacted Environmental
Protection Agency’s (“EPA”) Mercury and Air Toxics Standards (“MATS”) rule.
For example, since 2009, PJM has had to take into account the impact of local
environmental policies, such as New Jersey’s HEDD rule, in the planning process.
As a result of MATS, PJM has received generation deactivation notices
requesting to deactivate more than 14,000 MW in the PJM Region by 2015.
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Upgrade Auction Revenue Rights project under section 7.8 of the PJM Operating
Agreement, which permits any party to elect to fully fund Network Upgrades to
obtain Incremental Auction Revenue Rights.**

PJM was the first RTO in the nation to implement price responsive demand as a
means for states to proactively respond to future reliability needs through targeted
pricing reforms that control peak demand. The price responsive demand tariff
establishes a direct tie-in to the analysis of needed reserve margins and the build-
out requirements of the planning process;25

For the past two years, using its existing RTEP process, PJM has been analyzing
competing proposals from incumbent transmission owners and nonincumbent
transmission developers for transmission upgrades and choosing among
competing projects to designate nonincumbent’® and incumbent transmission
owners.”” The Commission recently affirmed PJM’s application of its process in
selecting and designating a specific project as between a nonincumbent
transmission developer and an incumbent transmission owner in the Primary
Power Order.™®

PJM has experienced the difficulties of achieving consensus on cost allocation
and the attendant cost of contentious litigation on this issue.”” The affect of
having PJM’s regional cost allocation in litigation created years of uncertainty as

24

25

26

27

28

29

See PIM Operating Agreement at section 7.8.

See PJM Interconnection, L.L.C., 139 FERC 9 61,115 (May 14, 2012); see also,
Reliability Assurance Agreement Among Load Serving Entities in the PJM
Region at Schedule 6.

In Order No. 1000, a nonincumbent transmission developer refers to “two
categories of developers: (i) a transmission developer that does not have a retail
distribution service territory or footprint; and (ii) a [Transmission Provider] that
proposes a transmission project outside its existing retail distribution service
territory or footprint, where it is not the incumbent for purposes of that project.”
See Order No. 1000 at P 225.

Order No. 1000 refers to an incumbent transmission owner as “an entity that
develops a transmission project within its own retail distribution service territory
or footprint. See Order No. 1000 at P 225 (footnote omitted).

See Primary Power v. PJM Interconnection, L.L.C., 140 FERC § 61,054 (July 19,
2012).

PJM Interconnection, L.L.C., Opinion No. 494, 119 FERC 9 61,063 (2007),
vacated and remanded, Ill. Commerce Comm’n v. FERC, 576 F.3d 470 (7th Cir.
2009).
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to who would ultimately be responsible for the cost of transmission enhancements
or expansions included in the RTEP making the proposed resolution submitted by
the PJM Transmission Owners in Docket No. ER13-90-000 that much more
significant.

Each of these experiences and lessons has informed PJM’s approach to the

requirements of Order No. 1000. PM’s compliance filing and proposed changes to

Schedule 6 are grounded in these experiences and lessons as to what has worked and

what will not work as a practical matter in implementing the Order No. 1000 planning

reforms in the diverse 13-state PJM Region.

E. Proven Results of PJM’s Planning Process.

Over the past two decades, PJM’s planning process has demonstrated proven

results that have strengthened the reliability and competitiveness of the transmission grid

in the 13-state PJM region. Specifically,

Over $21 Billion in New Transmission. Since inception of the RTEP Process in
1999, the PIM Board has authorized transmission enhancements and expansions
totaling over $21.1 billion, representing over 3,300 distinct transmission projects
in the PJM Region; $17.6 billion of this total is to maintain baseline reliability.
Upgrades totaling $ 3.5 billion have been approved allowing developers to
interconnect more than 44,200 MW of new generation - including over 11,700
MW powered by renewable fuel sources - and more than 3,000 MW of merchant
transmission capability.

Significant Growth in Renewables. PJM’s transparent, non-discriminatory RTEP
interconnection queue process has advanced significant growth in renewables in
recent years. Currently, PJM’s queues include interconnection requests for plants
fueled by biomass, hydro, methane, waste, wind and wood. Today, 7,170 MW of
renewable resources are in service and interconnected to the PJM transmission
grid with an additional 4,533 MW under construction and over 25,649 MW active
in the PJM interconnection queue.

EHV Projects In-Service. Major extra high voltage (“EHV”) transmission
projects, i.e. 500 kV and greater, have been completed in unprecedented time over
the last six years. For example, the Trans-Allegheny Interstate Line Company
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(“TrAIL”) project, a 210 mile 500kV line, progressed from initial conception to
being energized within a very aggressive five year schedule.’® This line and, by
extension, the PJM planning process that gave rise to the line, was reviewed and
adjudicated in three states — Pennsylvania, West Virginia and Virginia — each of
which completed their siting proceedings and approved the TrAIL project in time
for PJIM-determined in-service dates to be met to avoid identified reliability
criteria Viola‘[ions;31

Aging Infrastructure. To address aging infrastructure of a 100 mile 500 kV
transmission line located in West Virginia, Virginia and Maryland, the PJM
Board approved the Mt. Storm — Doubs rebuild in 2010. The Mt. Storm — Doubs
rebuild project received a final siting order from Virginia in September, 2011.
The project is currently under construction and expected to be completed by
December 2014.

Light Load Analysis. In July 2011, PJM implemented the light load reliability
criteria, which established load critical system condition needs due to changes in
the generation mix given the penetration of additional renewable resources in
Western PJIM. PJM has integrated the light load criteria into the RTEP analysis
and interconnection process.*>

Spare Transformers. Since 2006 PJM has included Probabilistic Risk Assessment
(PRA) to address the aging 500/230 kV transformer fleet. Based on the results of
the transformer PRA, the PJM Board approved the addition of seven new spare
transformers to enhance system reliability and mitigate congestion costs in the
event of a transformer failure.

The Dynamic Nature of the RTEP. PJM revisits its RTEP at least annually to
examine any need to revise, defer or cancel approved enhancements and
expansion, due to revised load forecasts, changes in availability of demand-side
response and energy efficiency resources and changing generation fleet portfolio.
Recently, such changes have had the effect of delaying identified reliability

30

31

32

The TrAIL line helped solve a critical reliability need in the Baltimore-
Washington area.

By the same token, the Carson - Suffolk line, a 500kV line in Virginia went from
the proposal stage to completion in just under five years.

PJM Manual 14B: PJM Regional Transmission Planning Process, Revision: 21
at 74 - 76 (Apr. 26, 2012) (“PJM Manual 14B”).
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violations that gave rise to the original need for the proposed line.*> These project
cancellations evidence the integrity and adaptability of PJM’s planning process.
This illustrates that the process takes into account changes to system conditions
brought about by load fluctuations and the advent of non-transmission alternative
capacity resources such as demand side response and energy efficiency resources
to displace transmission once otherwise deemed needed on a specific near-term
date.

Grid Technologies. PJM continues to assess the impact of unfolding grid
technologies on the RTEP process at many levels and its potential to defer the
need for new transmission investment. Examples of such technologies include
lithium ion batteries, flywheel technologies, compressed air energy storage and
thermal storage. Grid-scale electricity storage can improve the efficiency and
reliability of the grid, lower wholesale electricity costs, enable smart grid

concepts and support renewable energy sources. Electricity storage technologies
can make the power generated during off-peak hours available to customers
during times when it is most needed.”® Moreover, PJM and its transmission
owners have been leaders in the deployment of Phasor Measurement Units to
improve real-time visibility of system conditions.

The additional clarifications and reforms set forth in this compliance filing build

on this solid foundation and represent the considered judgment of an RTO with

substantial experience and an exemplary track record in this area. The proposals

advanced herein represent PJM’s unbiased judgment as to the best way for an RTO, as

large and as diverse as PJM, to achieve the goals of Order No. 1000. PJM urges the

Commission to exercise a reasonable degree of deference to the proposals herein

developed by PJM, in consultation with its states and stakeholders, given its rich history

and proven past results.

33

34

See, e.g., the PJM Board’s decision to cancel the Branchburg-Roseland-Hudson
line in 2011, Potomac-Appalachian Transmission Highline (“PATH”) project in
2012 and Mid-Atlantic Power Pathway (“MAPP”) line in 2012.

PJM 2011 Regional Transmission Expansion Plan Report, Book 1 at 159-160
(Feb. 28, 2012).
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F. Specific Elements of this Filing.

As detailed herein, PIM’s RTEP process already largely complies with the
requirements of Order No. 1000. Significantly, PJM’s transmission planning process
recently included specific revisions to Schedule 6 to expand PJM’s analysis beyond the
bright-line criteria used in its reliability and market efficiency analyses to include
scenario-based analyses that consider Public Policy Requirements.”> PJM incorporates
those reforms, already in effect, into this compliance as described below.

To complete its compliance with Order No. 1000, PJM proposes further
modifications to its Operating Agreement and the PJM Tariff to add a new proposal
process under section 1.5.8 to Schedule 6 that will provide opportunity for clearer
participation by nonincumbent transmission developers. This proposed process is a
sponsorship model whereby both incumbent transmission owners and nonincumbent

transmission developers may propose transmission projects for inclusion in the RTEP.

33 In February 2012, PJM filed under section 205 of the FPA proposed revisions to

Schedule 6 of the Operating Agreement to expand its analysis beyond the
prescriptive tests used as part of its reliability and market efficiency analysis to
include scenario-based analyses that include consideration of Public Policy
Requirements. PJM also filed revisions to increase stakeholder input and
participation at all stages of the RTEP process. See PJM Filing Letter, PJM
Interconnection, L.L.C., Docket No. E12-1178-000 (Feb. 29, 2012) (“February 29
Filing”). The Commission conditionally accepted the tariff revisions subject to
compliance. See PJM Interconnection, L.L.C., 139 FERC 961,080 (Apr. 30,
2012). PJM submitted its compliance filing on May 30, 2012 in Docket No.
ER12-1178. Such filing remains outstanding.
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The revisions detail the process for proposing and the criteria for including in the RTEP

three categories of projects: Long-lead Projects,’® Short-term Projects®’ and Immediate-

need Reliability Projects®®. PJM also proposes to revise other provisions of Schedule 6,

as well as the definitional sections of the Operating Agreement and the PJM Tariff, as

detailed below that are necessary for compliance with Order No. 1000.

36

37

38

PJM proposes to define Long-lead Projects to mean: “A transmission
enhancement or expansion with an in-service date more than five years from the
year in which, pursuant to section 1.5.8(c) of this Schedule 6, the Office of the
Interconnection posts the violations, system conditions, economic constraints and
Public Policy Requirements to be addressed by the enhancement or expansion.
See PIM Tariff at 1.17B; see also PIM Operating Agreement at section 1.19A,
proposed.

PJM proposes to define Short-term Projects to mean: “A transmission
enhancement or expansion with an in-service date of more than three years but no
more than five years from the year in which, pursuant to section 1.5.8(c) of this
Schedule 6, the Office of the Interconnection posts the violations, system
conditions, economic constraints and Public Policy Requirements to be addressed
by the enhancement or expansion. See PJM Tariff at section 1.42.001; see also
PJM Operating Agreement at section 1.41A.01, proposed.

PJM proposes to define Immediate-need Reliability Projects to mean: “A
reliability-based transmission enhancement or expansion: (i) with an in-service
date of three years or less from the year the Office of the Interconnection
identified the existing or projected limitations on the Transmission System that
gave rise to the need for such enhancement or expansion pursuant to the study
process described in section 1.5.3 of this Schedule 6; or (ii) for which the Office
of the Interconnection determines that an expedited designation is required to
address existing and projected limitations on the Transmission System due to
immediacy of the reliability need in light of the projected time to complete the
enhancement or expansion. In determining whether an expedited designation is
required, the Office of the Interconnection shall consider factors such as, but not
limited to, the time necessary: (i) to obtain regulatory approvals, (ii) to acquire
long lead equipment; (iii)) to meet construction schedules, (iv) to complete
engineering plans, and (v) for other time-based factors impacting the feasibility of
achieving the required in-service date. See PJM Operating Agreement at section
1.15A; see also, PIM Tariff at section 1.14A.001, proposed.
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As explained below, PJM’s existing transmission planning process, including the
changes submitted and accepted by the Commission in Docket No. ER12-1178, together
with the modifications to Operating Agreement and the PJM Tariff submitted with this
compliance filing and the revisions to Schedule 12 of the PJM Tariff proposed by the
PJM Transmission Owners in Docket No. ER13-90-000 satisfies the compliance
requirements of, and are consistent with or superior to, Order No. 1000 and the principles
set forth in Order No. 890.

Finally, to further the opportunities for states to participate and address state
public policy requirements, PJM also is filing proposed revisions to Schedule 6 to add
section 1.5.9 to establish a State Agreement Approach mechanism whereby a state(s) may
voluntarily agree to sponsor a public policy project they identify and pay for such project.
These provisions are not needed for compliance but, instead, represent an optional and
complimentary mechanism for the PJM states to utilize to submit state-approved public
policy projects for inclusion in the RTEP. This mechanism supplements the formal
consideration of Public Policy Requirements and Public Policy Objectives identified by
states and stakeholders,”” which is submitted in this filing to satisfy Order No. 1000’s

“consideration” of Public Policy Requirement.

39 Appendix I to this filing letter contains a chart describing the proposed revisions

to specific sections of Schedule 6. Appendix 1 also describes how the proposed
changes comply with Order No. 1000 and references current sections in Schedule
6 which already comply.

40 See Schedule 6, sections 1.3(b), 1.4(a), 1.5.1(a), 1.5.3 and (d), 1.5.4(c), 1.5.6(b),
(d), and (e), 1.5.8(b), (¢), (d), and (e)(1), and 1.5.9(a),
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II. PJM’s Compliance with Order No. 1000.

The requirements of Order No. 1000 build upon the planning principles of Order
No. 890 and expand the requirements of Transmission Providers to adopt the principles
with respect to the process used to produce a single, regional transmission planning
process.”  To address what the Commission characterizes as “Order No. 890
deficiencies,” the Final Rule requires that Transmission Providers (i) participate in a
regional transmission process that produces a single, regional plan that satisfies the Order
No. 890 principles;** (ii) in consultation with stakeholders, evaluate alternative
transmission solutions that might meet the needs of the region more efficiently or cost-
effectively than solutions identified by individual Transmission Providers in their local
planning process;* and (iii) in consultation with stakeholders, consider proposed non-
transmission alternatives on a comparable basis.**

A. Compliance with Order No. 890 Planning Principles.

The Commission indicated in Order No. 1000 that in evaluating procedures filed
in compliance with the Final Rule, it “will review such mechanisms on compliance, using

as our yardstick the statutory requirements of the FPA, Order No. 890 transmission

4 Order No. 1000 at P 151.

42 Consistent with Order No. 890, this Final Rule builds on the following seven

transmission  planning  principles: (1) coordination, (i) openness,
(ii) transparency, (iv) information exchange; (v) comparability, (vi) dispute
resolution and (vii) economic planning. Order No. 1000 at P 51.

43 Alternative transmission solutions could include transmission facilities needed to

satisfy reliability requirements, address economic considerations, and/or meet
consideration of transmission needs driven by Public Policy Requirements. Order
No. 1000 at P 148.

M Order No. 1000 at P 148.
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planning principles, and our precedent regarding compliance with the Order No. 890
transmission planning principles. . . .”*  Order No. 1000 further directed each
Transmission Provider to review the orders addressing its own Order No. 890 compliance
filings.*® The Commission recognized that a Transmission Provider’s tariff may not
require revisions or may require only modest revisions to fully comply with this Final
Rule.” Accordingly, PIM submits that the revisions proposed herein, when considered
in toto with its Order No. 890 compliance filings together with the revisions filed and
accepted by the Commission in Docket No. ER12-1178, meet the PJM Region’s needs
and satisfy the Commission’s Order No. 1000 objectives. Consistent with Order No.
1000’s directives and working with its stakeholders and states, PJM has reviewed the
Order No. 890 principles and outlines below additional reforms adopted to enhance its

compliance with those principles since the Commission’s 890 Compliance Order in

Docket No. OA08-32-000.

4 Order No. 1000 at P 149.

46 Order No. 1000 at P 149 and n. 140.

47 To the extent no revisions are required, the Commission directed the

Transmission Provider to describe in its compliance filing how the relevant
requirements are satisfied by reference to the Commission-accepted tariff
sections. See Order No. 1000 at P 149 and n. 139; see also, supra Appendix 1.
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Principle #1: Coordination. Transmission Providers must provide stakeholders
the opportunity to participate fully in the planning process.

L Order No. 890 Compliance

The Commission found that PJM satisfied the coordination principle of Order No.
890."  Specifically, the Commission determined that the information contained in
Schedule 6 sufficiently detailed the responsibilities, categories of participation and
general rules and processes for each PJM planning committee.* At the time of its Order
No. 890 compliance filing, PJIM had an established open and coordinated planning
process that provided for stakeholder input and participation at all stages of the process
through the PJM Planning Committee and the Transmission Expansion Advisory
Committee (“TEAC”). In compliance with Order No. 890, PJM amended Scheduled 6 of
the Operating Agreement to add three new Subregional RTEP Committees — Mid-
Atlantic, Western and Southern — which committees provided a forum for surfacing and

considering local planning issues.™

48 Order on PJM 890 Compliance at P 22.

9 At the time of Order No. 890, the PJM planning committees included: PIJM
Planning Committee, Transmission Expansion Advisory Committee, and three
PJM Subregional RTEP Committees: (i) Subregional RTEP Committee — Mid-
Atlantic, (ii) Subregional RTEP Committee — Southern, (iii) Subregional RTEP
Committee — Western. Order on PJM 890 Compliance at P 23. See PIM
Operating Agreement, Schedule 6 at sections 1.3 (Establishment of Committees),
1.5.6(b), 1.5.6(d), and 1.5.6(e) (Development of the RTEP).

20 PJM 890 Compliance Filing, PJM Interconnection, L.L.C., Docket No. OA08-32-
000 at 15 (Dec. 7, 2007). (“PJM 890 Compliance Filing”).



Honorable Kimberly D. Bose, Secretary

Re: PJM OATT Order No. 1000 Compliance Filing
October 25, 2012

Page 19

2. Changes Since Order No. 890 Compliance

Since Order No. 890, PJM has amended Schedule 6 to memorialize certain
processes and procedures, as well as to enhance its existing regional planning process.
For example, in its February 29 Filing, PJM, in consultation with its stakeholders,
amended Schedule 6 to adopt and implement greater stakeholder opportunities to
participate more fully at all stages of the planning process.’’ Most notable is the
inclusion of a process by which state commissions, as well as stakeholders, may provide
input regarding assumptions to be used and public policy initiatives to be considered.
Specific to state input, the February 29 Filing memorialized the creation of a newly
formed committee within the PJM stakeholder process called the Independent State

Agencies Committee (“ISAC”).>

The ISAC is comprised of interested state agencies
within the PJM Region. The details regarding the composition, role and responsibility of
the ISAC were developed by the state commissions. Section 1.5.6(d) to Schedule 6
defines the interaction between the ISAC and PJM’s RTEP process. Specifically, PIM
facilitates periodic meetings with the ISAC to discuss: (i) the assumptions used in
performing the evaluation and analysis of potential transmission needs; (ii) regulatory

initiatives, if appropriate; (iii) the impact of regulatory actions and other trends in the

industry; and (iv) alternative sensitivity studies, modeling assumption variations and

! See February 29 Filing at 8 and 9.

See February 29 Filing at 10-11and Attachment A, Schedule 6 at section 1.5.4(e).
See also, Schedule 6 at section 1.5.6(d), proposed. The ISAC was formed via
unanimous resolution by the Organization of PJM States, Inc. (“OPSI”), which
officially endorsed the formation of an Independent State Agencies Committee.
The resolution is found on the OPSI website at
http://www.opsi.us/filings/2012/OPSI-2012/OPSI-2012-1.pdf.

52
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scenario analyses proposed by the ISAC. At such meetings, PJM also discusses the status
of the RTEP study process, including any input received from the TEAC and Subregional
RTEP Committees. PJM also informs the TEAC and Subregional RTEP Committees of
the input received from the ISAC at such periodic meetings. Finally, PJIM considers the
ISAC’s input in developing the range of assumptions to be used in the studies and
scenario analyses of the potential enhancements and expansions to the RTEP.

Although PJM had previously engaged with its state commissions, this
amendment to its RTEP process memorialized PIM’s commitment to meet regularly with
state representatives, not limited to state commissions, to facilitate their involvement in
the PJM planning process to encourage greater input from the states and to better
integrate individual state needs into the regional plans.>

Finally, PJM’s stakeholder process requires that all proposed amendments to the
Schedule 6 planning process are fully vetted for endorsement before all stakeholders at
the Markets and Reliability Committee (“MRC”) and Members Committee (“MC”) prior

to filing.

>3 Order No. 1000 at P 209 and n. 189(encouraging states to participate actively in

the identification of transmission needs driven by Public Policy Requirements
through committees of state regulators).
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Principle #2: Openness. Transmission planning meetings are required to be
open to all affected parties including but not limited to, all transmission and
interconnection customers, State commissions, and other stakeholders. In
addition, Order No. 890 required Transmission Providers, in consultation with
affected parties, to develop mechanisms to manage confidentiality and CEII
concerns.

L Order No. 890 Compliance

In the Commission’s 890 Compliance Order, the Commission found that PJIM
fulfilled the requirements of the Openness principle through (i) its open and transparent
planning committees accessible to all interested parties and (ii) the posting of all
information reviewed and discussed at the planning committees which is posted on the
PIM website.”

Additionally, the Commission found that the provisions in the PJIM Operating
Agreement regarding the release of confidential information and critical energy
infrastructure information (“CEII”) satisfied the requirements of Order No. 890.>

2. Changes Since Order No. 890 Compliance.

As detailed above, PJM has made improvements to its transmission planning
process by memorializing certain procedures, which enhanced the involvement of its state
commissions through the ISAC and added posting requirements for greater stakeholder
input. In order to allow for timely and meaningful participation by all stakeholders,®

PJM also amended Schedule 6 at sections 1.3(b), 1.5.4(c), (d) and (f) in its February 29

Filing to include procedures that gave stakeholders more opportunity to provide input and

o Order on PJM 890 Compliance at P 28.
> Order on PJM 890 Compliance at P 28.
* Order No. 1000 at P 152.
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submit suggestions during the following planning stages:>’ (i) prior to the initial
assumptions meetings for the assumptions to be used in the sensitivity studies, modeling
assumption variations and scenario analyses;”® (ii) upon issuance of the range of
assumptions to be used in the studies and analyses;’’ (iii) on the study results, including
the sensitivity studies, modeling assumption variations and scenario analyses; and (iv) on
the projects to be included in the RTEP.®

Communications regarding the study results are posted.®’ In its February 29
Filing, PJM also included additional posting requirements to: (i) notice the
commencement of a planning study in order to allow TEAC participants the ability to
request additional transmission considerations they would like factored in to PJM’s
analysis;* (ii) post the assumptions to be used in the studies and scenario analyses; and
(iii) post the final RTEP approved by the PJM Board.”> As part of this Order No. 1000
compliance filing, PJM proposes to include additional posting requirements relative to
the proposal window process proposed in new section 1.5.8 of Schedule 6. Specifically,
PJM proposes to post violations, system conditions and economic constraints and Public

Policy Requirements identified that could be addressed by project proposals in the

> February 29 Filing at 8 and 9. Sections 1.5.4(d) and (f) were moved to sections

1.5.6(b) and (c), respectively, as a result of the May 30, 2012 compliance filing in
Docket No. ER12-1178-000.

o8 Schedule 6 at sections 1.3(b) and 1.5.6(b).
59 Schedule 6 at sections 1.3(b) and 1.5.4(c).
60 Schedule 6 at section 1.3(b).

ol Schedule 6 at section 1.5.4(g).

62 Schedule 6 at section 1.5.1(b).

63 Schedule 6 at section 1.6.
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proposal windows or by the states pursuant to the State Agreement Approach in section
1.5.9 of Schedule 6, as well as an explanation as to why other suggested assumptions will
not be evaluated.** Following the close of the proposal window, PJM proposes to post all
proposals submitted.”> PJM also proposes to post descriptions of the proposed
enhancements and expansions, including Supplemental Projects and state public policy
projects identified by a state(s) as well as any revised enhancements or expansions.®

To ensure stakeholders have access to models and data used in the RTEP process
as required by Order No. 1000,*” PIM’s February 29 Filing, also expanded access to
information and data that is provided to and utilized by the TEAC and Subregional RTEP
Committees to develop the RTEP.®® Such access is subject to appropriate confidentiality
and CEII protections.

Since Order No. 890, PJM has continued to revise its CEII process, memorialized
in Manual 14B.* The revised CEII process facilitates the PIM members’ ability to

access CEII information by describing the process on the PJM website and developing an

64 Schedule 6 at section 1.5.8(b) proposed.

63 Schedule 6 at section 1.5.8(d), proposed.

66 Schedule 6 at section 1.5.8(d), proposed.
67 Order No. 1000 at P 150.
o8 Schedule 6 at 1.5.4(d).

69 See PJM Manual 14B at 15.



Honorable Kimberly D. Bose, Secretary

Re: PJM OATT Order No. 1000 Compliance Filing
October 25, 2012

Page 24

online request process to access CEII information consistent with the requirements of
Order No. 1000.”

Principle #3: Transparency. Transmission Providers must reduce to writing
and make available the methodology and processes it will use to disclose the criteria,
assumptions, data and other information that underlie the transmission plans.

1 Order No. 890 Compliance

The Commission found that PJM’s process complied with this transparency
principle because it enabled the regular exchange of information regarding the basic
criteria, assumptions and data used to develop the RTEP through the PJM Planning
Committee, the TEAC, the Subregional RTEP Committees, as well as other working
groups and PJM task forces.”!

2. Changes Since Order No. 890 Compliance

In addition to the specific process plans, related documentation, and baseline
study reports that were posted to the PJM website at the time of PJM’s Order No. 8§90
compliance, PJM has continued to improve the planning section of its website to make

available details regarding: (i) generation interconnections; (ii) merchant transmission

projects;”* (iii) long-firm transmission service request customers; (iv) generation

70 PIM’s  CEIl process can be found on its  website at:
http://www.pjm.com/documents/ferc-manuals/ceii.aspx. See Order No. 1000 at
P 159.

m See Order on PJM 890 Compliance at PP 37 —42.

7 As detailed above at supra 7, and in compliance with Order No. 1000 regarding

merchant transmission projects, PJM has memorialized its merchant transmission
interconnection process in Parts IV and VI of the PJM Tariff. Under its
interconnection process, PJM conducts studies to assess the potential reliability
and operational impacts of the merchant developer’s proposed facilities on both
the PJM system, as well as other neighboring systems. Such study reports are

(Cont’d...)
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retirements; (v) auction revenue rights (“ARR”) analysis; (vi) RTEP upgrades and status;
(vii) RTEP development; (viii) resource adequacy planning; (ix) planning criteria;”® (x)
design, engineering and construction and (xi) interregional planning. The status of
project queues are listed under generation interconnection, merchant transmission, long
term firm service and ARR requests. The queues are listed chronologically as active or
withdrawn and offer information regarding the size, location by state and PJM substation,
fuel type, project status, in-service date, analytical reports and other important
information. The data on the website is able to be manipulated to facilitate searches by
fuel type, status and state. Additionally, power flow cases, which include baseline cases
and queue base case and contingency files are available on line with the appropriate
confidentiality and CEII sign in protections. Viewers may also request access to view the
recent North American Electric Reliability Corporation (NERC) multiregional modeling

Working Group (MMWG) annual series of baseline cases in full or reduced format. Such

(...cont’d)

available on the PJM website under “Planning.” Merchant transmission
customers are required to execute a pro forma three-party interconnection service
agreement (PJM Tariff at Attachment O) or upgrade construction service
agreement (PJM Tariff at Attachment GG) prior to construction and energization
of its project. Once executed, the merchant transmission facilities and requisite
network upgrades are included in the PJM baseline planning models. See Order
No. 1000 at P 164.

The planning criteria includes: (i) North American Electric Reliability
Corporation (“NERC”) Planning Criteria; (ii) ReliabilityFirst Corporation
(“RFC”) Reliability Principles and Standards; (iii) SERC Planning Criteria; (iv)
Nuclear plant licensee requirements; (v) PJM Reliability Planning Criteria per
PJM Manual 14B: PJM Region Transmission Planning Process, Revision: 21,
(Effective Date: April 26, 2012) (“PJM Manual 14B”).

73
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information is up-to-date and publicly available to all interested stakeholders, as
appropriate.”®

PJM continues to update and expand upon the information contained on its web
page regarding generator retirements. The web page entitled Generation Retirements
offers information regarding generator deactivations, including withdrawn deactivation
requests and pending deactivation requests. Included on the website is information
regarding retirement summaries, study results, sensitivity studies and must run operating
procedures. The PJM web page entitled RTEP Upgrades & Status’ includes information
regarding backbone projects, transmission construction status, queues under construction
and cost allocation, as well as a link to the PM RTEP Report.”® As required by Order
No. 1000, this web page provides details an entity’s commitment to build a transmission
facility in a regional transmission plan. Such information includes: (i) identification of
the upgrade by project number as filed with the Commission; (ii) the required in-service
date; (ii1) a description of the project (iv) the name of the constructing party, (v) the
drivers, (vi) the status of the project; (vii) location of the facilities by state(s); (viii) the
status of the project and (ix) the project’s estimated costs, In addition, the PJM RTEP
Report now contains detailed information regarding scope and input assumptions,

baseline results, scenario study results, and RTEP state summaries, which separate out on

7 Consistent with the term as used in Order No. 1000, stakeholder is intended to

include any party interested in the PJM RTEP process. See Order No. 1000 at
n.143.

75 Order No. 1000 at P 159.

76 The PJIM RTEP Report dates back to 2005. PJM has continuously worked to
improve the report.
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a state-by-state basis input parameters (for example, load and generation) and the
regulatory and public policy landscape underlying PJM’s transmission expansion
planning. Consistent with Order No. 1000, the detail, quantity and availability of such
information is consistent with Order No. 1000’s directive that the regional transmission
processes provide timely and meaningful input and participation of stakeholders in the
development of the RTEP.”’

PJM planning criteria, as well as its transmission owners’ planning criteria, are
posted on the PJM website. Specifically, PIM’s planning criteria includes: (i) NERC
Planning Criteria; (ii)) RFC Reliability Principles and Standards; (iii) SERC Planning
Criteria; and (iv) nuclear plant licensee requirements. In addition, links are provided on
the PJM website to access each PJM Transmission Owner’s planning criteria. Design,
engineering and construction standards are maintained on the PJIM website, including
Transmission Owner guidelines, Relay Philosophy and Design Standards and PJM Relay
Testing and Maintenance Practices. Also included are links to the Transmission Owner
Engineering and Construction Standards. Finally, historical and forecast capacity
information is posted on PJM’s planning website.

In its February 29 Filing, PJM amended Schedule 6 to enhance its process to
include greater transparency as required by Order No. 1000”® by providing that PJM will

supply to the TEAC and the Subregional RTEP Committees “reasonably required

77 Order No. 1000 at P 153.
78 Order No. 1000 at P 150.
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information and data utilized to develop the RTEP,” subject to the protection of
confidentiality and CEII provisions.”
Principle #4: Information Exchange. Network Customers are required to

submit information on their projected loads and resources on a comparable
basis.

L Order No. 890 Compliance.

Under Order No. 890, the information exchange principle required that network
customers provide a description of the network load at each delivery point including a
load forecast for ten years.*® Instead of requiring network customers to provide a load
forecast or a list of resources, PJM prepared an independent Load Forecast Report, which
PJM proposed was consistent with or superior to this Order No. 890 planning principle.
The Commission found that PJM’s Tariff provisions complied with the information
exchange principle because the PJM Tariff contained a reasonable methodology for
providing an annual peak load and an energy forecast report published each February,
covering a ten-year forecast horizon.!' That methodology was, and all subsequent
enhancements have been developed through the efforts of PJM Load Analysis
Subcommittee (“LAS”) and the PJM Planning Committee. The LAS is comprised of a
broad representation of the PJM membership with expertise and interest in load
forecasting. The LAS reviews the annual Load Forecast Report and validates the

localized customer load assumptions.

7 Schedule 6 at section 1.5.4(g).

80 PJM Tariff at Section 29.2(iii) and (V).
81 Order on PJM Compliance at P 51.
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2. Changes Since Order No. 890 Compliance.

Since Order No. 890, PJM has continued to improve its load forecasting process.
For example, there now is a web page on www.pjm.com entitled the “Load Forecast
Development Process.” This web page includes a wealth of information allowing insight
into PJM forecasts. The processes for the development and implementation of the PIM
forecasts are maintained on that web page along with the PJM Manual M-19, “Load
Forecasting and Analysis.” PJM also maintains on that web page: (i) the normalized
peak and allocations for the past several planning periods, (ii) the current Load Forecast
Report, (iii) the Hourly RTO Unrestricted Load (1998-20122), and (iv) data regarding
interruptible load resources. Additionally, a mid-year update of the load forecast is
produced and posted, based on the most recent econometric data

Principle #5: Comparability. Demonstrate how resources will be treated on a

comparable basis and identify how the Transmission Provider will determine
comparability for purposes of transmission planning.

L Order No. 890 Compliance.

In 890 Compliance Order, the Commission found that PJIM had satisfied this
comparability principle by showing that sponsors of transmission, generation and demand
response resources have opportunities to provide their input regarding the development of
assumptions used in the planning process, including consideration of alternatives to
address the physical, economic and/or operational limitations.*> Additionally, the

Commission found that the Operating Agreement and Manuals clearly described how

82 See PJM Interconnection, L.L.C., 127 FERC 4 61,166 at P 17 (May 21, 2009)
(“May 21 Order Accepting 890 Compliance™).
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PJM selected among alternatives (i.e., transmission, generation and demand-side
resources) on a comparable basis.®

2. Changes Since Order No. 890 Compliance.

In addressing deficiencies in the Order No. 890 requirements, the Commission
provided that if a Transmission Provider found that a regional alternative transmission
solution is more efficient or cost-effective than transmission facilities in one or more
local transmission plans, then the transmission facilities associated with the more
efficient or cost-effective solution can be selected in the regional transmission plan for
purposes of cost allocation.*® The Commission also stated that when evaluating the
merits of an alternative solution, a Transmission Provider must consider non-alternative
transmission solutions on a comparable basis.*

PJM’s planning process and the associated stakeholder processes look at both
regional and subregional transmission needs and solutions through the TEAC and the
Subregional RTEP Committees.*® Through this process, stakeholders are afforded the
opportunity to review the RTEP and the treatment of their particular needs and interests
from both a regional and subregional perspective and the evaluation of potential
transmission solutions is able to consider meeting both regional and subregional needs in

the most efficient manner.®” Such efficiencies have been achieved through the

S (1)

% Order No. 1000 at P 148.

> Order No. 1000 at P 148.

86 Schedule 6 at section 1.5.6(b) and (c).
87 Schedule 6 at section 1.5.6(a).
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implementation of larger scale regional solutions that resolve a range of issues including
subregional transmission needs. Also factored into the process are locally proposed
Supplemental Projects that, if found to most efficiently resolve transmission needs, are
included in the regional plan as RTEP projects for cost allocation purposes.

PJM’s planning process also provides ample opportunities for non-transmission
alternatives to compete with transmission solutions on a comparable basis through
various market structures. In addressing this issue, it is critical that the Commission
recognize the role of the PJM market design (and particularly its capacity market design)
in identifying and choosing non-transmission alternatives where such alternatives more
efficiently or cost effectively ensure the overall reliability of the system. For example,
the resources that have cleared PIM’s capacity market produce firm commitments of new
demand response, energy efficiency and generating resources to meet the year forward
projected load. The availability of these resources on a forward basis is then factored into
future RTEP planning analyses. Moreover, because these resources are procured on a
forward basis and committed for the relevant delivery year, then can (and have) worked
to pre-empt the need for transmission solutions to ensure compliance with reliability
criteria. This substitution of resources is not limited to situations where transmission
solutions are merely under study. As detailed below, even after transmission solutions
are identified and approved by the PJM Board, non-transmission solutions can clear
through the PJM markets and work to obviate the need for an RTEP-approved

transmission project. In those situations, the PJM Board has acted to remove such
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transmission projects from a PJM Board-approved RTEP, thus illustrating PJM’s
dynamic, rather than static, consideration of non-transmission alternatives.™

The most recent and significant examples of non-transmission alternatives
displacing transmission solutions are the cancellation of the PATH and MAPP projects.
In 2007, PJM identified a need for the PATH and MAPP projects, totaling over $3.2
billion of infrastructure additions. Both projects were delayed repeatedly. However,
with the significant drop in load due to the 2008 - 2012 recession and the increase in
demand response and energy efficiency and new generation clearing the Reliability
Pricing Model auctions (“RPM Auctions”) and coming on-line, subsequent evaluations
revealed that the PATH and MAPP lines were no longer required. Following deliberate
consideration and the functioning of RTEP processes designed to consider updated
resource portfolio information into the review of past planning decisions, they were
removed from the RTEP in 2012.

In section B.1below, PJM details how the PJM markets work in tandem with
PJM’s planning process to ensure that the most efficient or cost-effective resource is
identified to meet reliability needs. PJM also outlines the supplemental reforms to the
planning process which support these choices among competing resources. The growth
of demand resources and growth in energy efficiency as capacity resources is testament
to the success of PJM’s planning process in identifying alternative resources in lieu of

transmission upgrades to address the system’s reliability needs.

See supra n. 33.
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Principle #6: Dispute Resolution.

1 Order No. 890 Compliance.

PJM has a formal dispute resolution process which is memorialized in its
Operating Agreement and is utilized to address disputes arising under the PJM tariffs.
The Commission found that PJM complied with the Order No. 890 dispute resolution
principle.’ PJM has added a specific reference to PYM’s dispute resolution process in
this compliance filing for a disagreeing entity to challenge PJM’s determination that the
entity does not satisfy the pre-qualification requirements set forth in section 1.5.8(a) to be
a Designated Entity under section 1.5.8 of Schedule 6.

Principle #7: Economic Planning. Ensure that customers have an opportunity

to request studies that evaluate potential upgrades or other investments that

could reduce congestion or integrate new resources and loads on an aggregated

or regional basis.

L Order No. 890 Compliance.

In its May 15 Order on PJM 890 Compliance, the Commission found that PJM’s
planning process provides for the proposal of market solutions.”’ Citing to its April 17,
2008 Order,” the Commission found that, among other things, PJM uses its economic
planning process to evaluate all projects (market and regulated) and PJM’s economic
planning process is transparent with opportunities for market-based project developers to

review and comment on all potential RTEP projects at multiple stages of development.

8 See Order on PJM 890 Compliance at P 63.

90 See Schedule 6 at 1.5.8(a), proposed.
ol See May 15 Order on PJM 890 Compliance at PP 97 and 98.

o2 See PJM Interconnection, L.L.C., 123 FERC 9 61,051 at P 26-30 (Apr. 17, 2008)
(“April 17 Order”).
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The Commission also found that PJM’s economic planning process provides
opportunities for merchant investments by providing additional information and forecasts
about future market conditions that will aid market participants in identifying profitable
and efficient market-based investment.”” Under PJM’s economic planning process,
market participants are afforded the opportunity to proposed market-based solutions to

congestion at any time.”*

The Commission approved a metric formula that will account
for the benefits to customers from reductions in both energy prices and capacity prices
resulting from a proposed economic-based project.”

2. Changes Since Order No. 890 Compliance.

For purposes of this compliance filing, PJM, in consultation with its stakeholders,
proposes revisions to its economic planning process at section 1.5.7 of Schedule 6 of the
PJM Operating Agreement. Such revisions are necessary to ensure economic planning
process integrates with all other drivers of transmission need through the addition of the
24-month planning cycle,”® which is described below and shown in redline in Attachment
A included with this compliance filing.

Given the Commission’s finding of PJM’s compliance with Order No. 890
planning principles and the subsequent enhancements detailed above and in this filing to

address the additional reforms in the Final Rule, PJM asks the Commission to find that

PJM’s review of the Order No. 890 principles satisfies its compliance requirement.

3 See PJM Interconnection, L.L.C., 117 FERC 61,218 at P 36 (Nov. 21, 2006).
4 April 17 Order at P 27.
9 April 17 Order at P 29.
% See Manual 14B at 14.
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B. PJM Meets Order No. 1000°’s “Consideration” of Public Policy
Requirement.

Order No. 1000 requires that Transmission Providers amend their OATTs to
“describe procedures that provide for the consideration of transmission needs driven by
Public Policy Requirements in the regional transmission planning processes.”’
According to Order No. 1000 “consideration of Public Policy Requirements” includes:
(1) the identification of transmission needs driven by Public Policy Requirements; and (2)
the evaluation of potential solutions to meet those needs.”® The Commission further
clarified that requiring consideration of transmission needs driven by Public Policy
Requirements is not a mandate to fulfill those requirements.” Rather, the requirements
are “facts that may affect the need for transmission services and these needs must be

considered for that reason.”'”

As noted by the Commission, “consistent with the
approach taken in Order No. 888, and reiterated in Order No. 890, [ ] public utility
transmission providers are obligated to plan for the needs of their transmission
customers,” and the Commission is “not requiring that public utility transmission

providers do any more than that.”'"!

o7 See Order No. 1000 at P 203.

o8 See Order No. 1000 at P 205 (emphasis added). See also Order No. 1000 at P 220
(A separate class of transmission projects is not required to comply with Public
Policy Requirements).

% Order No. 1000 at P 109; see also, Transmission Planning and Cost Allocation by

Transmission Owning and Operating Public Utilities, 139 FERC 9 61,132 at P
204 (May 17, 2012) (“Order No. 1000-A™).

100 Order No. 1000 at P 109; see also Order No. 1000-A at P 205.
101 Order No. 1000-A at P 205.
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In order to meet Order No. 1000’s dictates regarding public policy, a
Transmission Provider must establish, in consultation with stakeholders, procedures for
identifying Public Policy Requirements that may drive transmission needs.'”> At a
minimum, such procedures “must allow stakeholders an opportunity to provide input and
offer proposals regarding transmission needs driven by Public Policy Requirements.103
Further, these procedures must recognize the interaction between solutions that flow out
of the normal function of markets, such as the provision of demand response and energy
efficiency resources or the interconnection of new generation, and solutions that flow out
of the planning process.

1 PJIM’s Compliance with the “ldentification” and “Evaluation”
Provisions of Order No. 1000.

PJM’s compliance with Order No. 1000’s “consideration” of Public Policy
Requirements consists of many distinct components, as well as offering a new elective
mechanism included herein to further enhance states’ opportunities to go beyond the
“consideration” requirements of Order No. 1000 to, instead, propose specific public
policy projects for PJM to either include in the RTEP for cost allocation purposes or

104

consider as a Supplemental Project'®* pursuant to Schedule 6.'" The distinct components

are summarized as follows:

12 Order No. 1000 at P 206.

103 Order No. 1000 also provides that to the extent the procedures identify no

transmission needs driven by Public Policy Requirements, the Transmission
Provider is under “no obligation to evaluate potential transmission solutions.” See
Order No. 1000 at P. 207.

Supplemental Projects are defined to mean “a Regional RTEP Project(s) or
Subregional RTEP Project(s) which is not required for compliance with the
(Cont’d...)

104
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PJM’s Integrated Market Design Reflecting Public Policy Requirements - PIM’s
design, as derived from the results of the markets, integrates how market
participants have responded to current and future public policy initiatives. As a
starting point, PJM’s RTEP takes into account the following market signals:
(1) current generator interconnection requests, (ii) results of future capacity
auctions for generation, demand response and energy efficiency; (iii) congestion
constraints actually experienced on the system; (iv) requests to hedge congestion
with incremental auction revenue rights; and (v) a load forecast based on an
expert consultant’s forecast of economic policy impacts and announced
generation retirements. These market decisions, which are reactions to the
market’s response to various public policy initiatives, form the bases for
determining system transmission needs;

PJM’s Explicit Identification and Evaluation of Public Policy Requirements and
Public Policy Objectives — PJM’s design further recognizes that not all public
policy will be fully represented by the market’s current known responses and
therefore, as included in Schedule 6,' scenario analyses are used to further
consider the impact of public policy. PJM has expanded the current planning
process to consider all direct submissions of proposed public policy to be studied
at the assumptions stage of the RTEP process by states via the ISAC and
stakeholders through the TEAC. These submissions will then form the basis for
what is considered in the development of scenarios and ultimately can be factored
in to the selection of the optimal reliability and market efficiency projects. These
explicit policies for the submission and consideration of Public Policy
Requirements and Public Policy Objectives were set forth in PJM’s section 205
filing in Docket No. ER12-1178 and accepted, subject to compliance, by the
Commission in its April 30 Order;'"” and

The Proposed “State Agreement” Mechanism for Identification of State Public
Policy Projects — As an additional option to further meet potential state’s needs, a
supplemental mechanism, not directly tied to meeting the Commission’s Order
No. 1000 “consideration” of Public Policy Requirement, was added to Schedule 6
as the “state agreement approach.” The state agreement approach provides a

(...cont’d)

105

106

107

following PJM criteria: System reliability, operational performance or economic
criteria, pursuant to a determination by the Office of the Interconnection. See
PJM Operating Agreement at section 1.42A.01.

See Schedule 6, section 1.5.9 proposed.
Schedule 6 at section 1.5.6 (b) (c) and (d)
PJM February 29 Filing; see also, April 30 Order.
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vehicle for states to propose: (i) a state public policy project to PJM for inclusion

in the RTEP, the costs of which shall be recovered from the customers in the

states proposing the project or (ii) a Supplemental Project pursuant to section

1.5.6(g) of Schedule 6.

a. PJM’s Integrated Market Design Directly Incorporates
Resource Requirements Resulting from Public Policy
Requirements.

PJM’s existing market design has been and will continue to be a significant
vehicle for the achievement of public policy. Through PJM’s RPM Auction structure,
14,304 MW of demand response products and 890 MW of energy efficiency products
have cleared, entering the resource mix and contributing to the satisfaction of state public
policy goals. These resources are recognized in the PJM Load Forecast Report for future
planning periods and are factored into reliability and market efficiency analyses, as well
as the base case planning models used to identify the transmission needs driven by Public
Policy Requirements. PJM’s interconnection procedures have integrated over 7,170 MW
of renewable resources that participate in energy and capacity markets, as well as
contribute to the satisfaction of various state renewable portfolio standard (“RPS”) goals.
Lastly, PIM’s forward capacity commitment through the RPM Auction process has
worked together with PJM’s generation retirement procedures to rationally manage the

decisions of generation owners to remove resources from service in light of changing

economic conditions and the onset of environmental regulations.'*®

108 Under Part V of the PJM Tariff, a Generation Owner is permitted to deactivate its

generating unit with 90 days prior notice of such proposed deactivation regardless
of whether the deactivation of such unit would adversely impact the reliability of
PJM’s transmission system. See PJM Tariff at section 113.1 and 113.2; see also,
PJM Interconnection, L.L.C., 110 FERC 9 61,053 at PP 136 and 137 (2005)
(“January 25 Order”) (accepting procedural provisions that generators give 90

(Cont’d...)
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b. PJM’s Explicit Identification and Evaluation of Public
Policy Requirements and Public Policy Objectives.

Identification of Public Policy Objectives and Requirements — Consistent with
this Order No. 1000 directive, on February 29, 2012, PJM submitted revisions to
Schedule 6 of its Operating Agreement in Docket No. ER12-1178 to include procedures
by which transmission needs driven by Public Policy Requirements will be identified.'”
PJM revised Schedule 6 to further define the purpose of the initial assumptions meetings
at the beginning of an RTEP cycle. Specifically, Schedule 6 affords stakeholders an
opportunity prior to and at the assumptions meetings to provide input and suggestions
regarding assumptions and Public Policy Objectives for consideration in the planning
analyses. Additionally, the TEAC provides an “open forum” to discuss the impact of
public policy, such as regulatory actions, projected changes in load growth, additions and
retirements, market efficiency and other industry trends.''® Also, a TEAC participant
may offer any alternative sensitivity studies, modeling assumption variations and

scenario analyses for consideration in the planning process.''' This filing revised

Schedule 6 to provide that the identification of transmission needs driven by Public

(...cont’d)

days’ notice of their intention to deactivate and rejecting PJM’s proposal to
require generators to remain in operation for an indefinite period should they be
needed for reliability).

199 Order No. 1000 at P 205.
10 See Scheduled 6 at 1.5.6(b).
H See Schedule 6 at section 1.5.6(b).
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Policy Requirements occurs prior to posting possible violations, economic constraints
and Public Policy Requirements for project proposal windows.' '

Evaluation of Public Policy Objectives and Requirements — In order to satisfy the
requirement to evaluate potential solutions to meet transmission needs driven by Public
Policy Requirements, PJM took guidance from Order No. 1000 and, while not required
under Order No. 1000,"" filed revisions to Schedule 6 to expand its analyses beyond the
current bright-line criteria in order to consider public policy initiatives, including public
policy outside enacted statutes and regulations, in its sensitivity studies, modeling
assumption variations and scenario planning analyses that may have potential impacts on
long-term planning with respect to reliability and market efficiency drivers. The
Commission accepted the addition of two separate definitions to the Operating
Agreement to allow PJM to expand the contents of the RTEP to include consideration of
Public Policy Requirements''* and Public Policy Objectives''” in its sensitivity studies,
modeling assumption variations and scenario planning analyses. As defined, Public

Policy Requirements comports with the term as it is used in Order No. 1000. The use of

12 See Schedule 6 at section 1.5.8(b), proposed.

13 See Order No. 1000 at P 224.

Hd As defined, Public Policy Requirements refer to policies pursued by state or

federal entities where such policies are reflected in enacted statutes or regulations,
including but not limited to, state renewable portfolio standards and requirements
under Environmental Protection Agency regulations. See PJM Operating
Agreement at 1.38B.

13 As defined, Public Policy Objectives refer to Public Policy Requirements, as well

as public policy initiatives of state or federal entities that have not been codified
into law or regulation but which nonetheless may have important impacts on long
term planning considerations.
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the term Public Policy Objectives, while not required under Order No. 1000, is
intended to permit a broader use of public policy in order to allow PJM, in consultation
with its stakeholders, the flexibility to consider a wider range of Public Policy Objectives
beyond enacted statutes or regulations'"’

With the addition of these definitions and revisions to Schedule 6, PJM is able to
perform more extensive scenario planning analyses in its 2012 RTEP using a broader
range of sensitivity studies and modeling assumptions that include public policy
initiatives such as renewable resource integration related to RPS, demand response
programs or other environmental initiatives, as well as “at risk” generation. Using the
sensitivity studies, modeling assumption variations and scenario planning analyses,
including Public Policy Objectives, PJM will be able to take into account, in its decision-
making with respect to reliability and market efficiency drivers, potential changes in
expected future system conditions and uncertainties arising from estimated times to
construction transmission upgrades.''®

In 2010, PJIM commenced a stakeholder process to discuss how to better manage
the consequences of uncertainty around changing modeling assumptions.  The
stakeholder discussions centered on, in the context of the planning process, the

consideration of all drivers impacting transmission need. While previously utilizing a

116 See Order No. 1000 at P 216.

7 See February 29 Filing at 5.

18 Attached as Appendix II are TEAC presentations dated April 27, 2012 and
August 9, 2012 describing the sensitivity studies performed and how they were

used to inform PJM’s project selection decisions. See also, Schedule 6 at
1.5.6(b).
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“bright-line” decision approach to reliability driven projects, PJM had deferred two large
transmission lines repeatedly, due to declining load growth projections and other factors,
before finally removing the lines from the RTEP in 2012.'"

Today, based on changes made to the planning process in 2011 and 2012, PJM is
supplementing its reliability analysis with a range of scenario analyses in order to ensure
that planning decisions result in the “optimal” project, placed in service at the “right
time”. For example, a series of transmission upgrades required to mitigate violations of
reliability criteria may be required years earlier if some combination of a group of
potentially at-risk generators should retire. While uncertainty can accelerate or decelerate
a project, consideration of all drivers, including those related to public policy
requirements, is critical to a complete understanding of the possible future status of the
grid.

c Processes for Direct State Input on Public Policy
Requirements and Public Policy Objectives.

PJM worked with its state commissions through OPSI to form an Independent
State Agencies Committee (“ISAC”) comprised of interested state agencies within the
PJM Region.'™ The purpose of the ISAC is to provide a forum for state agencies to
participate in all aspects of the review and development of the RTEP. The ISAC will
provide a vehicle for the state agencies to submit input into the assumptions to be used in

performing the evaluation and analysis of potential transmission needs, including Public

1o See supra n. 33.

See supran. 52.
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Policy Requirements. '’

ISAC has already offered suggested scenarios for PJM’s study,
including “at risk” generation, off-shore wind and RPS scenarios. This approach is
consistent with the Commission’s desire to have state commissions actively participate in
122

the identification of transmission needs driven by Public Policy Requirements.

d. Order No. 1000 “Consideration” of Public Policy
Requirement Is Met.

As proposed, PIM’s compliance filing meets the directives of Order No. 1000
regarding consideration of transmission needs driven by Public Policy Requirements
because the procedures proposed herein afford stakeholders opportunity both to provide
input and offer proposals regarding transmission needs driven by Public Policy
Requirements and to evaluate potential solutions. In short, PJM’s evaluation of Public
Policy Requirements will occur in the context of sensitivity studies, model assumption
variations and scenario analysis which results will be considered as alternative
transmission solutions that may accelerate, decelerate or modify a potential reliability,
market efficiency or operational performance expansion or enhancement.'” This is
entirely in keeping with Order No. 1000 and Order No. 1000-A where the Commission
clarified that requiring consideration of transmission needs driven by Public Policy

Requirements is not a mandate to fulfill those requirements.'**

121 See Schedule 6, section 1.5.4(e).
12 See Order No. 1000 at n. 189.

123 See Schedule 6 at section 1.5.6(e).

124 See discussion supra at II.B. Order No. 1000 at P 109; see also, Transmission

Planning and Cost Allocation by Transmission Owning and Operating Public
Utilities, 139 FERC 9 61,132 at P 204 (May 17, 2012) (“Order No. 1000-A”).
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In its February 29 Filing, PJM proposed, and the Commission accepted, revisions
to its planning process to provide stakeholders more opportunities to provide input and
submit suggestions: (i) into assumptions to be used in the studies and scenario analyses
prior to the initial assumptions meetings, (ii) upon issuance of the range of assumptions
to be used in the studies and analyses, (iii) on the study results, including the sensitivity
studies and scenario analyses, (iv) on the evaluation and comparison of potential
transmission solutions, and (v) regarding the projects to be included in the RTEP prior to
PJM Board review and approval. The additional processes and procedures included in
PJM’s February 29 Filing are intended to ensure that stakeholders have an opportunity to
provide input and offer proposals regarding transmission needs driven by Public Policy
Requirements. 125

Since 2010, PJM has been performing scenario analyses to establish the impact of
meeting state RPS through requests from individual states, as well as from OPSIL. In
2011 and 2012, PJM has been evaluating, at the request of individual states, the
performance of a specific transmission project, the Atlantic Wind Connection (AWC),
with respect to the delivery of renewable energy from off-shore wind resources to satisfy
RPS goals. These efforts continue and have helped to shape the future of PJM’s
collaborative planning with its states regarding public policy through the State

Agreement Approach. 126

125 See Order No. 1000 at P 207.

126

The following is a link to the website to AWC’s study request
http://pjm.com/~/media/committees-groups/committees/teac/20120614/20120614-
request-to-pjm-to-study-the-atlantic-wind-connection-project.ashx.
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Additionally, PJM has begun work with the ISAC, meeting monthly, to review
the progress of the planning process and solicit input on critical planning assumptions
and the scenario analyses to be performed. Under ISAC, PJM has received requests for
analysis that PJM is currently performing in the context of the 2012 RTEP process. Such
requests have included, for example: (i) requests for high load forecast scenario data, (ii)
scenario analysis of potential “at-risk” generation, and (iii) RPS scenario analyses.

2. State Agreement Approach.

PJM proposes to revise Schedule 6 to add a process that states can follow to
request that PJM study a project that is designed to address Public Policy Requirements

identified by a state or group of states.'?’

While PJM does not propose to predefine in its
tariff a separate class of projects to meet public policy on a project-specific basis, PJIM
proposes a process that will allow a state governmental entity (or group of state
governmental entities),'*® authorized by the respective state(s), to submit a project that
addresses Public Policy Requirements identified by the state(s). Under the State

Agreement Approach, such project proposal may be studied by PJM and, if the state(s)

agrees to voluntarily assume responsibility for the allocation of all costs of the project,

127 States may also request that PJM study a project to meet reliability or market

efficiency needs through the normal course of the RTEP process.

128 Such a project may be sponsored by one or more states. However, all states must

voluntarily agree to sponsor the project and assume responsibility for the
allocation of all costs of the project.
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the project will be included in the RTEP either as a Supplemental Project'”’

or state
public policy project.

A project is included in the RTEP as a Supplemental Project if it is: (i) not
needed for reliability or market efficiency;'** (ii) not included in the RTEP for cost
allocation purposes but is, instead, locally funded by retail load and financially settled
outside of PJM;"*! and (iii) is not reviewed or approved by the PJM Board.'*

On the other hand, the process allows for the development of a new category or
single project, a state public policy project, that addresses specific Public Policy
Requirements identified by a state or group of states, for which the state(s) agrees the
costs will be allocated as proposed by the sponsoring state(s) and recovered pursuant to a
FERC-accepted cost allocation either filed by the PJIM Transmission Owners under
section 205 of the FPA or by the state sponsor(s) under section 206 of the FPA.'** While
a proposed project, or class of projects, submitted via the State Agreement Approach may

originate from a proposal submitted in a proposal window, it is not a requirement for

consideration in the RTEP process.

129 As part of its Order No. 890 Compliance Filing, PJM proposed a new category,

labeled “Supplemental Projects.” This category of projects was created to allow
PJM to evaluate local transmission owner planning standards and criteria to
determine if local reinforcements are needed to optimally meet the local
transmission planning criteria and to determine whether reinforcements may be
categorized as PJM RTEP baseline or as Supplemental Projects. See PJM Order
890 Compliance Filing at 7 and 35.

130 PJM Operating Agreement at 1.42A.02.

131 Schedule 6 at section 1.6 proposed.

132 Schedule 6 at 1.6 proposed.

133 Schedule 6 at 1.5.9 proposed.
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This approach is consistent with PJM’s comments filed in Docket No. RM10-
23.%* Specifically, in its comments PIM stated that in a multi-state RTO some states
have renewable portfolio standards (“RPS”), some do not.'* PJM also stated that any
states with an RPS generally have different requirements under their respective RPS.
Consequently, a Transmission Provider, like PJM, can implement Public Policy
Requirements only if sufficient direction is provided by the respective state(s) so that the
translation of policy objective to planning criteria is reasonably evident and not heavily
dependent on the exercise of subjective judgment by the transmission planner.'

Schedule 6 addresses such projects, in order to provide a process by which
transmission owners -- and in the case of the proposed State Agreement Approach — or a
state wishing to construct such transmission facilities can include them in the RTEP."’
This State Agreement Approach proposal also provides for future development of state
public policy projects, if required or desired. State public policy projects are not much
different from a Supplemental Project except that if a state, or group of states, wishes to
include a project in the RTEP for cost allocation purposes under the State Agreement
Approach as a state public policy project it may do so pursuant to a FERC-accepted cost

allocation proposed by agreement of one or more states and voluntarily agreed to by

those states. The costs of a state public policy project will be recovered from customers

134 See Comments of PJM, Transmission Planning and Cost Allocation By

Transmission Owning and Operating Public Utilities, Docket No. RM10-23-000
(Sept. 29, 2010) (“September 29 Comments™).

133 September 29 Comments at 9.

136 See, e.g., September 29 Comments at 9.

137 See Schedule 6 at section 1.5.9(a), proposed.
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in the sponsoring state(s) only. No costs will be recovered from customers in a state that
did not agree to be responsible for such cost allocation. A state public policy project will
be included in the RTEP for cost allocation purposes only if there is an associated FERC-
accepted allocation permitting recovery of the costs. The state or group of states
responsible for recovery of the cost allocation for a Supplemental Project or state public
policy project may designate the entity or entities responsible to construct, own, operate
and maintain the project from a list of pre-qualified entities supplied by PIM.

While this mechanism is not needed for compliance and PJM does not seek a
specific Order No. 1000 review of this aspect of the filing, PJM is including the state
agreement approach with its compliance filing to provide a mechanism by which states
desire to advance a project addressing Public Policy Requirements may do so, even if the
project does not meet the reliability or market efficiency standards set forth in the
Schedule 6.

C. Right of First Refusal

Order No. 1000 provides that a federal right of first refusal (“ROFR”) contained
in a Commission-filed transmission tariff constitutes a “rule, regulation, practice, or
contract” within the meaning of Section 206 of the FPA."*® The Commission further
held, subject to certain exceptions, that federal ROFRs must be eliminated from a
Transmission Provider’s tariffs as unjust, unreasonable, unduly discriminatory or

preferential, or otherwise unlawful rate-related provisions.'*” Even though Schedule 6 of

38 Id at P 225.
39 Id at P 286.
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the PJM Operating Agreement includes an obligation to build at section 1.4(c),'*" the
Commission found in Primary Power that Schedule 6 “permits, but does not require,”
PJM to designate a nonincumbent transmission developer to build an RTEP project as a
baseline reliability project or economic project.141 More significantly, the Commission
explicitly found that: “PJM’s Tariff contains no prohibition on a non-incumbent party
becoming a transmission owner to receive cost-based rates.”'*?

D. Nonincumbent Transmission Developers.

1 Overview of PJM’s Proposal

In keeping with the Commission’s desire to expand the planning process to
provide for greater participation by nonincumbent transmission developers,143 PIM
proposes to include procedures in its RTEP process by which a nonincumbent
transmission developer may submit a project proposal which, if included in the RTEP,
may be designated to the project sponsor. PJM proposes to revise its planning process to
provide for proposal windows through which an entity who has pre-qualified as a

4

Designated Entity'** may submit a project proposal and notify PJM whether or not such

149 Order No. 1000 at P 261.

"YU Primary Power, LLC, 131 FERC 9 61,015 at P 62 (Apr. 13, 2010) (“April 13
Order”).

42 April 13 Order at P 70.

143 Order No. 1000 at P 291; see also, Order No. 1000-A, P 178, n. 480.

14 PJM proposes to define Designated Entity to mean: “[t]he entity designated by

the Office of the Interconnection with the responsibility to construct, own,
operate, maintain and finance Immediate-need Reliability Projects, Short-term
Projects and Long-lead Projects pursuant to section 1.5.8 of this Schedule 6.” See
PJM Tariff at section 1.9A, proposed; see also PJM Operating Agreement at
section 1.7A, proposed.
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entity wishes to be designated rights to the project if the project is selected for inclusion
in the RTEP.'* Notably, PIM has included the potential for competitive solicitation of
proposals in every category of project proposed in section 1.5.8 of Schedule 6, which
include: (i) Long-lead Projects; (ii) Short-term Projects; and (iii) Immediate-need
Reliability Projects.

In keeping with Order No. 1000’s guidance, PJM has added the potential for
competitive solicitation for each of the three categories of transmission projects proposed
in this filing. PJM notes, however, that Order No. 1000 recognized that there must be
exceptions to the requirement for competitive solicitation both to reflect the realities of
maintaining reliability, as well as to respect an incumbent transmission owner’s rights.'*°
Order No. 1000 accomplishes this through a “solution-based” set of exemptions which
include:

e Anupgrade to an incumbent transmission owner’s transmission facilities;

e An enhancement or expansion located solely within an incumbent
transmission owner’s Zone and the costs of the transmission facilities are
allocated solely to the Zone in which the transmission facilities are
located;

e An enhancement or expansion located solely within an incumbent
transmission owner’s Zone and the transmission facilities are not included
in the RTEP for cost allocation purposes;

e An enhancement or expansion proposed to be located on an incumbent
transmission owner’s existing right of way and the transmission facilities

would alter the incumbent transmission owner’s use and control of its
existing right of way under state law.'*’

145 Schedule 6 at section 1.5.8(a), proposed.

146 Order No. 1000 at P 226.
147 Order No. 1000 at P 226; see also, Order No. 1000-A at P 357.
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As noted above, Order No. 1000 provided considerable flexibility to RTOs and
others to “craft, in consultation with its stakeholders, requirements that work for their
transmission planning region.”'*® Consistent with Order No. 1000, PJM has done just
that regarding the Right of First Refusal (“ROFR”). The Commission’s solution-based
set of exemptions does not comport with the sequencing of the PJM planning process. In
PJM’s planning process, transmission needs are identified and vetted with stakeholders
before solutions are considered. As a result, merely adopting the Commission’s list of
exemptions without additional procedures would turn the RTEP process on its head by
requiring PJM to identify solutions (and then letting entities know the results of its
determinations) instead of putting the needs out to the market and letting the market
respond with solutions. In order to adapt Order No. 1000’s exemptions to the realities
and sequencing of PJM’s planning process, PJM has added a time element to each
category, i.e., requiring competitive solicitation unless PJM, based on a defined set of
criteria and in a transparent manner, determines that there simply is not enough time to
conduct a competitive solicitation before the facilities needed in-service date to address a
reliability violation.'*

In short, PJM has attempted to comply with the Commission’s Order 1000
guidance with the practical need to ensure that projects required to meet imminent

reliability needs can proceed to meet its required in-service date without delay due to the

148 See Order No. P 157.

149 No timeline is proposed for market efficiency projects and, as a result, all such

projects would be categorized under Long-lead Projects and would be put out for
competitive solicitation. See Schedule 6 at 1.5.8 proposed.
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need to have a formal solicitation window. This balancing is necessary to ensure that
Order 1000’s requirements do not adversely impact PJM’s ability to timely address near-
term reliability needs. This concern is not abstract. PJM is currently faced with such
Immediate-need Reliability Projects resulting from notices to deactivate generation as a
result of dramatic changes in relative fuel prices, including changes flowing from the
EPA MATS rule' and is moving forward under the very short time frames embodied in
the MATS rule to develop transmission to address the retirement of over 14,000 MW of
generation.

2. Proposal Process for Submission of Projects by Nonincumbent
Transmission Owners.

PJM proposes to revise Schedule 6 to add procedures to clarify nonincumbent
developers’ rights to propose a project and, if the project is selected and a nonincumbent
developer satisfies the criteria detailed in section 1.5.8 of Schedule 6, the nonincumbent
developer will be the Designated Entity for its proposed project. Consistent with Order
No. 1000, these procedures provide opportunity for a nonincumbent transmission
developer to submit a project proposal through a “proposal window” and, if the project is
included in the RTEP, to be designated construction, ownership and financial

responsibility for its proposed project.’>’ The availability of such opportunities is limited

150 In 2012, the PJM Board approved over $2.4 billion of enhancements and

expansions related to retirements. See supra n. 22.

o1 The Commission declined to require the Transmission Provider to develop a

specific form for the purpose of submitting a project proposal. Rather the
Commission left it up to the individual Transmission Providers to develop a
process that ensured consistency in the region. See Order No. 1000 at 325 - 328.
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only by: (i) the need to address reliability; and (ii) the time likely needed to complete a
project based on the scope of any criteria violations.

In order to provide for greater participation by nonincumbent transmission
developers in the transmission planning, PJM, together with its stakeholders, evaluated
PJM’s two-phase planning cycles consisting of a 24-month planning cycle'”* and a 12-

month planning cycle.'”

Taking into account the time allowed under each planning
cycle, PJM evaluated the time it would take to hold a proposal window. The complete

process for holding a proposal window is a timely proposition, which must factor in the time

required to: (i) evaluate and compare all proposals submitted in the context of a stakeholder
forum, (ii) select the projects and the Designated Entities; (iii) submit the recommended plan to

the PJIM Board for review and approval; (iv) litigate potential challenges that may arise and

152 PJM plans its system over a 15-year horizon. PJM revised its planning process to

add a 24-month planning cycle for Long-lead Projects. PJM’s 24-month planning
cycle includes both near-term (years one through five) and long-term (years six
through fifteen) assessments of the transmission system. The long-term cases are
used to evaluate the need of more significant projects requiring a longer time to
develop and generally provide a more regional benefit based on system conditions
that are expected to exist in eight years.

133 For Short-term Projects and Immediate-need Reliability Projects, PJM cannot

utilize a 24-month planning cycle because the analysis and baseline models must
be completed and compliant with reliability criteria within a 12-month timeframe,
i.e., no later than December 31 each year. Unlike for Long-lead Projects, the
completion of the baseline model by the end of the year for Short-term and
Immediate-need Reliability Projects is critical to other analyses beginning in
January of each year. For example, an incomplete baseline model at the end of a
year would: interfere with the provision of service under the interconnection
queue for generator and merchant interconnection projects and transmission
service customers as they rely upon a “clean” baseline model at the beginning of
each year to identify a violation caused by their project. Also, failure to post a
complete baseline model for short-term issues by January would send
inappropriate pricing signals to the market for the Baseline Reliability Auction.
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require a stay PJM’s ability to move forward in a timely manner; and (v) construct the facilities,
which also includes for example: acquisition of rights of way, siting proceedings in state venues,
acquisition of long lead time equipment, permits and the time needed to schedule system outages.
Based on the time. Using such evaluation PJM determined to propose procedures based on the
time it takes to hold a proposal window process and evaluate and compare proposed
solutions against the urgency and need for the project.

3. Three New Categories of Projects:

PJM proposed to add section 1.5.8 to Schedule 6. This section of Schedule 6 sets
forth a new process that includes three categories of projects in the context of proposal
windows to afford a nonincumbent transmission owner an opportunity to submit project
proposals and notify PJM whether or not such entity wishes to be designated rights to the

project if the project is selected to be included in the RTEP."*

The three categories of
projects include: (i) Long-lead Projects; (ii) Short-term Projects; and (iii) Immediate-
need Reliability Projects. The following is a brief description of the project categories
and the proposal window process.
e Description of Long-lead Projects Proposal Process.

Beginning with the Long-lead Projects (needed in-service more than five years
out) that are evaluated in the 24-month planning cycle, PJM determined that within that
24-month planning cycle PJM would have time to pre-qualify nonincumbent and

incumbent transmission developers, hold a 120-day proposal window, evaluate and

compare all proposals submitted in the context of an open stakeholder process, select the

14 An entity submitting a project proposal, who does not wish to be the Designated

Entity, does not have to pre-qualify.
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projects and Designated Entities for PIM Board review and approval with sufficient time

to construct the project.'”

If after the first proposal window PJM does not receive
proposals to address all of the violations, economic constraints or Public Policy
Requirements and, based on the project’s expected in-service date, there is enough time
to include the unresolved violation(s) in another planning cycle proposal window without
compromising PJM’s ability to have the project in service in time to preserve the integrity
of the system, PJM proposes to include such unresolved violations in another proposal

. 156
window.

However, if PJM determines that based on the specific criteria identified in
section 1.5.8(e)(1) of Schedule 6, there is not enough time to re-evaluate and re-post the
unresolved violations through another planning cycle proposal window process, PIM will
identify the solution and designate such project to the incumbent transmission owner in
the Zone in which the facilities are located.'”’
o Description of Short-term Projects Proposal Process

Short-term Projects needed in service in years four and five to resolve reliability

criteria violations will be evaluated under the 12-month planning cycle. Such issues must

be resolved, with transmission solutions identified and approved in the RTEP, before

December 31 each year to ensure the availability of clean (violation-free) base cases for

133 Schedule 6 at section 1.5.8(¢c) proposed.

156 Schedule 6 at 1.5.8(g) proposed.

157 Pursuant to the obligation to build as provided for under section 1.7(a) of

Schedule 6 of the Operating Agreement, PJM Transmission Owner’s designated
as “the appropriate entities to construct, own and/or finance enhancements or
expansions specified in the [RTEP] shall construct, own and/or finance such
facilities or enter into appropriate contracts to fulfill such obligations.”
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use in interconnection analyses and for RPM Auctions in the coming year."”® Based on
that timeframe, PJM believes that a 30-day proposal window would allow PJM to
evaluate and compare the project proposals in the context of the stakeholder process and
select the projects for PJM Board review and approval with sufficient time to construct

the project.'”

If after the first proposal window PJM does not receive proposals to
address all of the violations, PJM will identify the solution for the unresolved violations
and designate such project to the incumbent transmission owner in the Zone in which the
facilities are located.'®® Based on the amount of time it takes to conduct a 30-day
proposal window (i.e., evaluate and compare the proposals, select the project for PIM
Board review and approval, as well as construct the project) and the fact that, unlike the
24-month planning cycle, the baseline model coming out of the 12-month planning cycle
must be complete by the end of the year, it is not feasible to hold another proposal
window for any unresolved violations without potentially affecting the reliability of the
system and impacting PJM operations and markets which rely on a completed baseline

model at the beginning of each year.

o Description of Immediate-need Reliability Projects Proposal Process.

158 As described in the section above, the identification of the need for a transmission

solution is done after evaluation of all non-transmission solutions, which have
been committed as capacity resources. Thus, although this section of the tariff
discusses the steps PJIM will take to secure transmission solutions, keep in mind
that this step only occurs after PIM has evaluated and determined that such non-
transmission solutions will not adequately resolve the reliability violation
previously identified.

Schedule 6 at 1.5.8(c) proposed.
160 Schedule 6 at 1.5.8(h) proposed.

159
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For Immediate-need Reliability Projects (needed in service in three years or less),
PJM determined that if, based on the criteria set forth in the definition of Immediate-need
Reliability Projects, there is sufficient time to hold a shortened proposal window PJM

161 For

will open a proposal window taking into account the project’s overall timeframe.
all the reasons stated above under Short-term Projects, if PJM does not receive proposals
during the shortened proposal window to address all of the violations or system
conditions, PJM will identify the solution using criteria proposed in the definition of
Immediate-need Reliability Projects and designate such project to the incumbent
transmission owner in the Zone in which the facilities are located under the incumbent
transmission owner’s obligation to build as set forth in section 1.7 of Schedule 6 of the
Operating Agreement. 162

PJM expects, in most cases, that solutions would be offered by incumbent
transmission owners and merchant transmission developers to address the violations,
economic constraints, and system conditions. As a result, PJM does not think it is likely
that no solution would be submitted during a proposal window that would “efficiently or
cost effectively” solve a reliability violation such that PJM would have to either re-post
or else assign projects to an incumbent transmission owner. Further, based on the

sequence of PJM’s planning analyses, reliability criteria violations will arise in years two

through five of the planning horizon only when some significant change has occurred on

el Schedule 6 at section 1.5.8(m) proposed.

162 Schedule 6 at section 1.5.8(m) proposed.
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the system that was not anticipated in earlier planning cycles.'®

In most cases, parties
will have ample opportunity to propose solutions because reliability needs will evolve
over the years and become more urgent in successive planning cycles. In fact, PIM does
not expect that it would allow an evolving reliability issue to remain unresolved until it
required a Short-term or Immediate-need Reliability Project. Moving forward, the PJIM
planning process is designed to utilize the 24-month long-term planning cycle to identify
and resolve evolving issues before they require a shorter-term solution. Use of this
longer cycle and the earlier identification (through the use of a longer planning horizon)
of potential reliability violations will allow for more projects to fall into the short-term or
long-lead project category and ameliorate the need for having to order as many
Immediate-need Reliability Projects as has occurred in the past. Nevertheless, since all
situations cannot be anticipated. PJM has constructed its proposed tariff with three
separate categories and with time-differentiation rules surrounding competitive
solicitation for each such category.

PJM recognizes the Commission’s concerns with using the incumbent
transmission owner as the default rather than holding another proposal window or
solicitation. However, PJM has limited the use of the incumbent transmission owner as

the default to those scenarios where, due to system reliability needs and time constraints,

it would be impractical and even perhaps imprudent to hold another proposal window

163 For example, a request to deactivate a generating unit within 90 days of receipt of

the deactivation notice could cause an unanticipated, significant change to the
system that would require an immediate solution to qualify as an Immediate-need
Reliability Project.
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process. This approach aligns with Order No. 1000, which provides that the function of
the RTEP process is to “identify those transmission facilities that are needed to meet
identified needs on a timely basis,” and, thereby enable incumbent transmission owners
to meet their service obligations.'®*

4. A Comparison of PJM’s Proposed Time-Based Categories Versus Order
No.1000’s Exceptions to Competitive Solicitation

This point is further illustrated by the chart below. PJM reviewed a sample of all
baseline projects from 1999 to the present as a tool to be used to compare the number of
projects that would have defaulted to the incumbent transmission owner under PJM’s
“time-based” criteria versus Order No. 1000’s “solutions-based” defaults to the

incumbent transmission owner.'®’

The chart below shows the number of reliability
projects that would have fallen into each of the three “time-based” project categories
discussed above. More importantly, this chart unequivocally demonstrates that by using
PIM’s “time-based exception,”'® the difference between PIM’s “time-based” defaults to

13

the incumbent transmission owner versus Order No. 1000’s “solution-based” defaults are
de minimus when balanced against the need to ensure the reliability of the system. The

data set forth below clearly establishes that PJIM’s “time-based” proposal is “consistent

164 Order No. 1000 at P 264.

165 PJM’s analysis of the 2700 baseline upgrades undertaken since 1999 utilized its

existing database of upgrades. In undertaking the analysis, PJM utilized all
upgrades for which the database included a firm date when the project was first
presented to the Transmission Expansion Advisory Committee. A very limited
number of the oldest projects had to be eliminated as they predated development
of the database.

166 PIM’s “time-based exception” refers to the projects that would default to the

incumbent transmission owner outside a proposal window process.
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with and superior to” Order No.1000’s requirements,'®’ as well as consistent with the
implementation flexibility authorized by Order No. 1000.

Notice Time for New Greenfield Projects Allocated to Multiple Transmission Owners-
50 Projects Total

2years-orless; 0, 0%

m2yearsorless
m3years

W4 vyears

W5 yearsormore

Of the 2,700 baseline upgrades in the sample,'®® approximately 120 projects (4.4
percent) were “new green field projects,” i.e., not upgrades to existing facilities.
Approximately 70 of the 120 greenfield projects were facilities located in one Zone and
allocated solely to that Zone. Thus, as a result of applying the Order No. 1000 authorized

defaults for upgrades to existing facilities and for upgrades allocated solely to a single

17 See 18 C.E.R. § 35.28(c)(4)(ii); see also, Order No. 1000 at P 151.

168 The 2,700 upgrades are a subset of the 3,300 upgrades identified, supra at 9. The

difference is that the 3,300 upgrades include the interconnection-related Network
Upgrades, which would not be subject to a proposal window.
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zone, only 50 projects our of 2,700 in the historic sample would have been eligible to be
designated to a nonincumbent transmission developer through a proposal process. Of the
50 projects, 40 projects (80 percent) were identified as required in year five of the 15-
year planning horizon. Thus, on a going-forward basis, it is expected that most of these
projects would have been identified through the newly implemented 24-month planning
cycle, as required in year six or beyond and would have been categorized as Long-lead
Projects, eligible for submission of proposals in a 120-day proposal window. Seven of
the 50 projects (14 percent) were required in year four of the planning horizon and would
have been categorized as Short-term Projects, eligible for submission of proposals in a
30-day proposal window. Three of the 50 projects (6 percent) were identified as required
in year three of the planning horizon and would have been categorized as Immediate-
need Reliability Projects. Of these three projects, two were identified prior to the
integration into PJM of a new transmission Zone and were implemented by the
incumbent transmission owner. Depending on the urgency of the reliability need, one
project may have been deemed ineligible for the submission of proposals by
nonincumbent transmission developers.

In short, an overlay of PJM’s proposed “time-based” default criteria versus Order
No. 1000’s “solutions-based” default criteria applied to a representative sample of
baseline projects ordered between 1999 to the present shows nearly a perfect match —
with only a de minimus number of projects (three out of 2,700) not matching both
standards. Given the practical need for a “time-based” default criteria to advance PJM’s
planning cycle and sequencing and the clear reliability basis for the PJM proposal, it is

clear that PJM’s proposal is “consistent with or superior to” Order No. 1000’s criteria and
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should be approved as a practical means for PJM to implement the Order No. 1000
default exceptions.

5. PJM’s Time-Based Treatment of Competitive Solicitation is “Consistent
with and Superior to” Order No. 1000’s “Solutions-Based” Exceptions
to Competitive Solicitation

PJM’s “time-based” exception is a common sense approach that is designed to

achieve the Commission’s objective to provide greater participation opportunities for
nonincumbent transmission developers while, at the same time, ensuring the reliability of
the system. In order to accomplish this goal, PJM balanced the time required to hold a
proposal window, evaluate alternative transmission solutions, identify the most effective
solution and construct the project against the reliability-based need, i.e., required in-
service date. In evaluating that balance, PJM considered: (i) the desire to provide
nonincumbent transmission developers more opportunity to submit project proposals and
be designated to construct such projects, (ii) the fact that the majority of qualifying
projects (80 percent) would fall under Long-lead Projects where PJM is able to provide a
120-day proposal window and, conditions permitting, offer a second proposal window for
unresolved violations, and (iii) the fact that Long-lead Projects tend to be the more
significant projects that are likely to be of interest to nonincumbent developers, PJM’s
proposal. Also considered was the fact that even though there was less time to offer
multiple proposal windows and, in the case of the Immediate-need Reliability Projects,
likely no time to offer a proposal window, the Short-term and Immediate-need Reliability
Projects are typically low voltage projects, lower cost projects, and expected to be of less
interest to developers. It is also expected that as PJM transitions its planning process

through a full 24-month planning cycle, the number of projects identified during the four
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and five year timeframe will begin to diminish because they will be resolved as a Long-
lead Project — where PJM’s proposed process offers the greatest opportunity for
nonincumbent transmission developers to submit project proposals. Based on the above,
PJM proposes that this proposal is consistent with or superior to the Commission’s
directive in Order No. 1000 because it offers “greater participation” by nonincumbent
transmission developers in the transmission planning process while allowing PJM to
preserve the reliability of the transmission system, and it lays the groundwork for more
opportunities as PJM transitions into a full 24-month planning cycle.'®

6. Proposal Window

a. Pre-qualification Requirement.

As required by Order No. 1000, PJM, in consultation with its stakeholders,
proposes to include a pre-qualification process to permit an entity to be designated the
rights to its project should that project be selected in the RTEP for cost allocation
purposes.'’”® In order to pre-qualify, all entities'”" must apply for pre-qualification status
on an annual basis through the annual pre-qualification window, as noticed by PJM and
prior to the opening of a proposal window, by submitting the requisite information
detailed in section 1.5.8(a) in order to be a Designated Entity for an Immediate-need
Project, Short-term Project or Long-lead Project. As provided in Order No. 1000, such

information must provide a potential developer the opportunity to demonstrate it has the

169 See Order No. 1000 at P 291.

170 See Order No. 1000 at P 293. See also, Schedule 6 at section 1.5.8(a).

1 This requirement applies to both incumbent transmission owners and non-

incumbent transmission owners.
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necessary financial resources and technical expertise to construct, own and operate

.. e 172
transmission facilities.'’

PJM proposes such qualification demonstration include, but is
not limited to: (i) identifying information about the entity173 wishing to be designated;
(i1) the entity’s technical and engineering qualifications, experience, previous record,
capability to adhere to industry standards, ability to remedy emergency situations and
experience in acquiring rights of way, and (iii) the entity’s financial liquidity.'”* PIM
must notify the entity prior to the opening of the next proposal window whether or not the
entity pre-qualified as a Designated Entity for purposes of submitting a proposal. If PIM
determines that the entity is not qualified to be a Designated Entity, PJM must state the
basis for its determination. An entity may submit additional information for re-
evaluation to qualify. PJM must notify the entity prior to the opening of the next
proposal window whether such entity cured the deficiency and pre-qualifies to be a
Designated Entity. If the entity still does not pre-qualify, the entity may request dispute
resolution pursuant to Schedule 5 of the PIM Operating Agreement. An entity may pre-

qualify outside the annual qualification window for good cause shown as determined by

PIM.'7

172 Order No. 1000 at P 323.

173 Entity can mean the entity, its affiliate, partner or parent company. See Schedule

6 at section 1.5.8(a) proposed.

174 Schedule 6 at section 1.5.8(a) proposed.

175 Schedule 6 at section 1.5.8(a) proposed.
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PJM proposes that these provisions relative to pre-qualification are fair and
nondiscriminatory as they apply equally to either a nonincumbent transmission developer
or an incumbent transmission owner.'”°

b. Posting System Needs.

After the assumptions meeting and after PJM runs the studies to identify the
existing and limited projections on the transmission system’s physical, economic and/or
operational capability or performance, including alternative sensitivity studies, modeling
assumption variation and scenario analyses requested by the TEAC, Subregional RTEP
Committees and the ISAC, PJM proposes to post the identified violations, constraints,
system conditions and Public Policy Requirements and to provide notice to stakeholders
of proposal windows for Long-lead Projects, Short-term Projects and Immediate-need
177

Reliability Projects.

c Project Proposal - Proposal Windows for Long-lead Projects,
Short-term Projects and Immediate-need Reliability Projects.

PJM’s proposes revisions to its planning process to provide a number of ways in
which to propose solution options through the proposal windows. This steps comes after

the evaluation and determination that such non-transmission solutions will not adequately resolve

the reliability violation previously identified.'”®

176 Order No. 1000 at P 324.

177 Schedule 6 at section 1.5.8(b). As described in detail below, PJM shall only open
a proposal window for Immediate-need Reliability Projects when in its judgment,
circumstances permit and there is sufficient to do so. See Schedule 6 at
1.5.8(m)(2) proposed.

178 See supra n.160.
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Long-lead Projects. For identified violations, economic constraints, system

conditions and Public Policy Requirements,'”” PJM proposes to notice stakeholders of the
opening of a 120-day proposal window for projects that are needed in-service greater
180

than five years out.

Short-term Projects. For identified violations, PJM proposes to notice stakeholder

of the opening of a 30-day proposal window of projects that are needed in-service greater
than three years and five years or less.'®!

Immediate-need Reliability Projects. PJM proposes that if, in its judgment, there

is sufficient time for a shortened proposal (less than 30 days) it will post violations that
could be addressed by an Immediate-Need Reliability Project that are needed in-service
within three years or less.'**

During the proposal windows, entities may submit proposals for potential
enhancements or expansions to address the posted violations, constraints, system
conditions and Public Policy Requirements. Schedule 6 details what information must be
included to describe the proposal. If the proposer wishes to be the project’s Designated
Entity, the proposer must be pre-qualified and must submit, to the extent not previously

provided in the pre-qualification application, more detailed information specific to the

17 PJM proposes that Public Policy Requirements include: (i) federal Public Policy

Requirements and (ii) state Public Policy Requirements identified or agreed to by
the states in the PJM Region.

180 Schedule 6 at section 1.5.8(c).
181 Schedule 6 at section 1.5.8(c).

182 Schedule 6 at section 1.5.8(m) proposed.
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scope of the project proposal.'®® In addition, PJM may request any additional reports or
information needed to evaluate the specific project proposal."™ Any deficiencies must be
cured within 10 business days of the notification from PIM.'® Any response to a request
for additional reports or information may clarify the proposed project submitted but may
not be used to submit a new project or modify the existing project proposal once the
proposal window is closed.'®
d. Selection and Designation of Projects.
e Posting of Project Proposals.

Following the close of a proposal window(s), PJIM shall post all proposals
submitted."” All proposals addressing state Public Policy Requirements will be provided
to the applicable states for review and consideration as either a Supplemental Project or a
state public policy project.'™®

e. Review and Selection of Project Proposal
PJM will evaluate all project proposals submitted during a proposal window.'*’

Based on that review, PJM will select, for review by the TEAC, those projects

determined to provide the more efficient or cost-effective solutions based on the criteria

183 Schedule 6 at section 1.5.8(¢)(2) proposed.

184 Schedule 6 at section 1.5.8(c)(3) proposed.

185 Schedule 6 at section 1.5.8(¢)(3) proposed.

186 Schedule 6 at section 1.5.8(c)(4) proposed.

187 Schedule 6 at section 1.5.8(d) proposed.

188 Schedule 6 at section 1.5.8(d) proposed.

189 Schedule 6 at section 1.5.8(d) proposed.
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detailed in section 1.5.8(e) and (f)." Specifically, pursuant to the modifications
proposed in Schedule 6, PJM will evaluate the extent to which

(1) a proposal would address and solve the posted violation, system condition
or economic constraint;

(i)  the relevant benefits of the proposal meets a Benefit/Cost Ratio Threshold
of at least 1.25:1 as calculated pursuant to section 1.5.7(d);

(ii1))  the proposal would have secondary benefits such as addressing additional
or other system reliability, operational perform, economic efficiency
issues or Public Policy Requirements; and

(iv)  any other factors such as cost effectiveness, the ability to timely complete
the project and the potential risk and delay associated with obtaining
necessary and timely regulatory approvals.''

JA Designation of a Project to a Designated Entity.

If an entity indicated at the time it submitted a project proposal that it wanted to
be the project’s Designated Entity, PJM shall consider, based on the criteria detailed in
section 1.5.8(f), whether the proposer qualifies to be the Designated Entity.'”> PIM,
together with its stakeholders, determined that the qualification criteria proposed in

Schedule 6 best addressed the particular needs of the PJM Region.'”> In particular,

consistent with Order No. 1000, this criteria requires each potential transmission

190 Schedule 6 at section 1.5.8(d) proposed.

o1 Schedule 6 at section 1.5.8(e)(1) proposed.

192 Schedule 6 at section 1.5.8(f) proposed.

193 Order No. 1000 at P 324,
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developer to demonstrate that it has the “necessary financial resources and technical

194

expertise” to be a Designated Entity. Additionally, at the suggestion of the

stakeholders, the term “entity” can include an entity’s affiliate, partner or parent
95

company.'

g If No Proposals Solve the ldentified Violations and Economic
Constraints.

As noted previously, PJM believes that it is highly unlikely that none of the
submitted proposals will solve the identified violations or economic constraints.
Nevertheless, to ensure that the tariff addresses as many circumstances as could possibly
occur, the proposal specifically addresses this “what if” scenario. The details of section
1.5.8 differ by the category of projects and the differences are outlined below for each
project category as proposed:

Long Lead Projects. If none of the proposals submitted during the 120-day

proposal window solve the identified violations, economic constraints or system
conditions and there is time to hold another proposal window for the unresolved
violations, economic constraints or system conditions, including the time it takes for PJM
to evaluate and select a proposal for review by the TEAC, PJM shall include such
unresolved violations, economic constraints or system conditions in another window for

196

proposals. If PJM determines that there is not enough time to conduct another

194 Order No. 1000 at P 323; see also, Schedule 6 at sections 1.5.8(a) and (f)
proposed.

195 Schedule 6 at 1.5.8(f) proposed.

196 Schedule 6 at section 1.5.8(g) proposed.
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proposal window, PJM shall propose a project to solve the posted violation, system

condition or economic constraint and present such project to the TEAC for review and

197

comment. If after TEAC review the PJM proposed project is included in the

recommended plan, PJM shall designate the Transmission Owner(s) in the Zone(s) where
198

the project is located to be the Designated Entity.

Short-term Project. If none of the proposals submitted during the 30-day proposal

window solve the identified violations, system conditions or economic constraints PJM
shall identify the project to solve the posted violation or system condition and present
such project to the TEAC for review and comment.'” If after TEAC review the PIM
proposed project is included in the recommended plan, PJM shall designate the
Transmission Owner(s) in the Zone(s) where the project is located to be the Designated
200

Entity.

Immediate-need Reliability Project. If PJM determines that due to time

constraints and the reliability needs of the system there is no time to conduct a proposal
window, PJM shall identify the project to solve the posted violations or system condition
and present such project to the TEAC for review and comment.”®' If after TEAC review

the PJM proposed project is included in the recommended plan, PJM shall designate the

197 Schedule 6 at section 1.5.8(g) proposed.

198 Schedule 6 at section 1.5.8(g) proposed.

199 Schedule 6 at section 1.5.8(h) proposed.

200 Schedule 6 at section 1.5.8(h) proposed.

201 Schedule 6 at section 1.5.8(m) proposed.
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Transmission Owner(s) in the Zone(s) where the project is located to be as a Designated
Entity.?”?

h. PJM Board Approval and Designation of the Final RTEP
Following TEAC review of the RTEP to be submitted to the PJM Board for
review and approval, PJM shall notify the Designated Entity within 10 business days

203

whether they are the Designated Entity for projects included in the RTEP.”” Likewise,

the Designated Entity must accept such designation within 30 days of receiving the

designation.***

Considering PJIM’s completely transparent process that is thoroughly
vetted through the TEAC and the Subregional RTEP Committees as well as posted on the
PJM website, the process is sufficiently detailed from start to finish for stakeholders to
understand why a particular transmission is selected or not selected in the RTEP for cost
allocation purposes.205
i Incumbent Transmission Owners’ Obligation to Build.

In Order No. 1000, the Commission recognized that incumbent transmission
owners may rely on transmission facilities included in the RTEP for purposes of cost
allocation to satisfy their reliability and service obligations.®® As such, the Final Rule

requires Transmission Providers to amend their tariffs to “describe the circumstances and

procedures under which [Transmission Providers] in the RTEP process will reevaluate

202 Schedule 6 at section 1.5.8(m) proposed.

203 Schedule 6 at section 1.5.8 (i) proposed.

204 Schedule 6 at section 1.5.8(j) proposed.
205 Order No. 1000 at P 328.

206 Order No. 1000 at PP 263 and 329.
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the regional transmission plan to determine if delays in the development of a transmission
facility selected in a regional transmission plan for purposes of cost allocation require
evaluation of alternative solutions,” which could include those a Transmission Provider
proposes, “to ensure the incumbent can meet the reliability needs or service

obligations.”*"’

In compliance with this directive, section 1.5.8(k) proposes that if a
Designated Entity fails to provide a development schedule or letter of credit or fails to
meet a milestone in its development schedule that delays the project’s in-service date,
PJM will reevaluate the need for the project. Based on that reevaluation, PIM may
(1) retain the project in the RTEP, (ii) remove the project from the RTEP; or (iii) include

an alternative solution.?*®

If PJM retains the project, PIM shall determine whether to
retain the Designated Entity or to designate the project to the incumbent transmission
owner in the Zone where the project is located.*” In the event an incumbent transmission
owner is the Designated Entity, PJM shall seek recourse through the Consolidated
Transmission Owners Agreement or the Commission, as appropriate.®’®  All
modifications to the RTEP shall be presented to the TEAC and approved by the PJM
Board.*"

The Final Rule also allows the incumbent transmission owner to meet its

reliability needs or service obligations under the following circumstances, i.e., when an

207 Order No. 1000 at PP 263 and 329.

208 Schedule 6 at section 1.5.8(k) proposed.
209 Schedule 6 at section 1.5.8(k) proposed.
210

Schedule 6 at section 1.5.8(k) proposed.

211 Schedule 6 at section 1.5.8(k) proposed.
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incumbent transmission owner chooses to build: (i) an upgrade to an incumbent
transmission owner’s own transmission facilities; (ii) new facilities located solely within
incumbent transmission owner’s Zone and the costs are allocated solely to the
incumbent; (iii) new transmission facilities located solely in the incumbent’s Zone and

212

not included in the RTEP for cost allocation purposes;” ~ (iv) facilities located on the

incumbent transmission owner’s right of way and the project would alter the incumbent’s

use and control of its existing right of way under state law.>"

PJM proposes, consistent

with Order No. 1000, to designate such category of projects detailed in (i) through

(iv) above to the incumbent transmission owner in the Zone in which the facilities are

located. Additionally, PJM provides to designate to the incumbent transmission owner

when required by state law, regulation or administrative agency order.*'*

III.  Development of the Revised Transmission Planning Process and this
Compliance Filing — Summary of a Two and One-Half Year Stakeholder
Process.

In May 2010, prior to issuance of Order No. 1000, PJM convened a stakeholder
process, which, among other things, addressed the need for Transmission Providers to
establish a regional transmission planning process. This planning process required
procedures to provide opportunities for greater stakeholder participation, for

consideration of transmission needs driven by public policy requirements established by

state or federal laws or regulations and to evaluate PJM’s current method for designating

212 Order No. 1000 at P 262.

213 Order No. 1000 at n. 231.

214 Schedule 6 at section 1.5.8 (1) proposed.
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entities to construct and own RTEP projects and choosing among competing project
proposals.

PJM and its stakeholders devoted over two years to the Regional Planning Process
Task Force (“RPPTF”)*" discussing how to build in more certainty and stability to
PJM’s planning process. As part of that stakeholder process, PJIM revised its existing
planning process to provide for — in addition to its one year planning cycle — a new two
year planning cycle to allow a more orderly process for identifying long term needs and
seeking transmission solutions.

Approximately one and one half years through that stakeholder process, the
Commission issued Order No. 1000. PJM took guidance from Order No. 1000 and
continued to work with its stakeholders to develop processes and procedures to consider
Public Policy Requirements and to designate entities to construct and own RTEP projects
and choose among competing project proposals. Thus, the RPPTF served as platform
through which to evaluate PJM’s existing RTEP process and modify it, where necessary,
to comply with Order No. 1000 directives.

The RPPTF met on a continuous basis, at intervals of approximately one month,
totaling approximately 48 meetings. PJM also provided updates of its progress to the
MRC and MC to discuss the proposed revisions to Schedule 6. The proposed Schedule 6

revisions were posted and reviewed by the stakeholder group.

213 The RPPTF was initially chartered as the reliability planning process working

group (“RPPWG”).
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IV.  Cost Allocation

The Commission requires, as part of this Final Rule, that if the “public utility
transmission provider is an RTO or ISO, then the cost allocation method or methods must
be set forth in the RTO or ISO OATT.”*'® The methodologies for allocating costs of
transmission enhancements and expansions included in PJM’s RTEP are set forth in
Schedule 12 of the PJM Tariff. Pursuant to section 9.1(a) of the PJM Tariff, PJM
“Transmission Owners shall have the exclusive and unilateral rights to file pursuant to
Section 205 of the [FPA] and the FERC’s rules and regulations thereunder for any
changes in or relating to the establishment and recovery of the Transmission Owners’
transmission revenue requirements or the transmission rate design under the PJM
Tariff.”?'”  Section 9.1(d) of the PJM Tariff further specifies the PJM Transmission
Owners unilateral filing rights include any changes to Schedule 12.2'"® These provisions
directly result from the Court of Appeal’s decision in Atlantic City Electric Company, et al v.
FERC, 295 F.3d 1 (D.C. Cir. 2002). Consequently, PJM does not have section 205 rights to
amend Schedule 12 to comply with Order No. 1000.

On October 11, 2012, in Docket No. ER13-90-000, the PJM Transmission
Owners, pursuant to section 205 of the FPA, filed revisions to Schedule 12 to ensure that

the costs of transmission enhancements and expansions “are allocated in a manner that is

216 Order No. 1000 at P 558.

217 PIM Tariff § 9.1(a). See also, Pennsylvania-New Jersey-Maryland
Interconnection, 105 F.ER.C. q 61,294 (2003); Atlantic City Electric Company,
etalv. FERC,295F.3d 1 (D.C. Cir. 2002).

218 PJM Tariff §9.1(d).
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just, reasonable, and not unduly discriminatory or preferential, as section 205 requires,
and also complies with the requirements of Order No. 1000 relating to regional cost

7219 pIM adopts and relies on the Schedule 12 Filing to satisfy its Order No.

allocation.
1000 cost allocation compliance requirements. As explained below, PJM believes that the
transmission owner proposal is a balanced and effective resolution of contentious issues
surrounding cost allocation of both lower voltage and high voltage facilities. PJM defers
to the transmission owner’s application of the Order 1000 principles to their proposal but
sets forth below its own observations, as the independent regional transmission planner,
on some of the key aspects of the PJM Transmission Owner filing. PJM urges the
Commission to find that the Transmission Owner’s filing is in full compliance with Order
1000 and most importantly, will serve to complement the planning reforms set forth by
PJM in this compliance filing.

A. Highlights of Transmission Owner Cost Allocation Filing.

Without repeating all the details in the Schedule 12 Filing, the PJM Transmission
Owners propose to amend the cost allocation methodology in Schedule 12 as follows.
First, while maintaining the distinction between Regional Facilities and Lower Voltage

Facilities, the PJM Transmission Owners propose to change the definition of “Regional

Facilities” from only including those facilities that operate at 500 kV and above to

219 PJM Open Access Transmission Tariff Revisions to Modify Cost Allocation for

PJM Required Transmission Enhancements, Docket No. ER13-90-000, at 1
(October 11, 2012) (“Schedule 12 Filing”) (emphasis added).
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including double-circuit facilities planned to operate at voltages of at least 345 kV, but
less than 500 kV, as well as all facilities planned to operate at 500 kV or above.**

Second, the proposal adopts a hybrid approach for allocating the costs of Regional
Facilities and Necessary Lower Voltage Facilities that “allocates a portion of the costs of
these projects to beneficiaries that PJM identifies specifically and the remainder to
customers throughout the region, in recognition of the other benefits that these projects
provide.””*' As the PJIM Transmission Owners explain, “one-half of each project’s cost
is allocated on a postage-stamp basis, i.e., to zones on a load ratio share basis and to
merchant transmission facilities in proportion to awarded Firm Transmission Withdrawal
Rights,” and the remaining half would be based on “Solution-Based” DFAX analysis for
reliability-based projects and on each Zone’s and each merchant transmission facility’s
share of the zonal decreases in load energy payments that result from the new facility for
economic-based projects.”*

Third, for Lower Voltage Facilities, the PJM Transmission Owners propose that
the full cost of a reliability-based Lower Voltage Facility will be allocated according to

the Solution-Based DFAX analysis used for reliability-based Regional Facilities and

Necessary Lower Voltage Facilities.”® For new economic-based Lower Voltage

220 Schedule 12 Filing at 8. The PJM Transmission Owners do not propose to revise

the definitions of “Necessary Lower Voltage Facilities” and “Lower Voltage
Facilities.”

221 Schedule 12 Filing at 8.
222 Schedule 12 Filing at 8-9.
223 Schedule 12 Filing at 11.
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Facilities the full costs will be allocated based on the load payment reduction analysis
used for economic based Regional Facilities and Necessary Lower Voltage Facilities.”*

Fourth, the PJM Transmission Owners “propose to employ the same cost
allocation methodology used for alternating current (“A.C.”) transmission facilities to
high voltage direct current (“D.C.”) transmission projects approved by the PJM Board for
inclusion in the RTEP and made available for PJM to schedule. Consequently, “Regional
Facilities and Necessary Lower Voltage Facilities that employ D.C. technology will be
allocated using a hybrid methodology in which 50 percent of the costs are allocated on a
postage-stamp basis and 50 percent are allocated to specifically identified beneficiaries.
All of the costs of Lower Voltage Facilities using D.C. technology will be allocated to
specific beneficiaries.”**

B. PJM Observations on the Transmission Owner Cost Allocation Filing.

PJM supports the Transmission Owner’s cost allocation filing as fully compliant
with Order 1000’s requirements. PJM concurs with the Transmission Owner’s
application of their proposal to Order 1000 principles. In addition, from the perspective
of PJIM as the independent Regional Transmission Organization responsible for planning
to ensure the reliability and efficiency of the transmission grid, PJM urges the

Commission to consider the following additional benefits of the submitted cost allocation

proposal:

24 Schedule 12 Filing at 11.

223 Schedule 12 Filing at 12. D.C. projects not included in this category include

those that are installed for interconnection of generation or merchant transmission
or for which users subscribe for service or a share of the project’s capacity. Id. at
fn 62.
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The Transmission Owner proposal prospectively resolves what in the past
has resulted in years of litigation over cost allocation in PJM and, if
accepted by the Commission, effectively resolves the issues raised by the
7™ Circuit Court of Appeals in Illinois vs. FERC**® on a prospective basis;
The proposal represents an historic coming together of diverse interests
across PJM’s very large 13-state footprint;
Through its proposed application of both socialization and DFAX
methodologies to 345 double circuit and 500kV and above EHV facilities,
the proposal recognizes that higher voltage facilities can provide benefits
beyond a single zone—a point recognized by the Commission (as well as
the dissent) in the Commission’s 7™ Circuit Remand Order;
The proposal adopts an innovative solutions-based DFAX methodology
for allocating costs of lower voltage facilities and for 50% of 345 double
circuit and above higher voltage facilities. The “solutions-based” DFAX
methodology is far superior to today’s “problem-based” DFAX
methodology in that it:

o recognizes changing flows on transmission lines over time which

provides a tool to more dynamically track line usage and

beneficiaries;

226 1llinois Commerce Comm’n v. FERC, 576 F.3d 470 (7th Cir. 2009).
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o avoids problem-based DFAX’s static “snapshot” one-time look at
flows which can ignore the potential changing flows and
beneficiaries of a given project over time;

o can be updated by PJM on a regular basis and thus capture changes
in flows in a way which is administratively feasible to implement;

o eliminates PJM having to go back to reconstruct a hypothetical
system removing the project in question (for purposes of
application of today’s ‘problem-based” DFAX methodology)
should the Commission reverse a particular PJM “problem-based”
DFAX determination .

For these reasons, as well as those set forth by the PJM transmission owners in
their filing, PJM urges the Commission to adopt the PJM Transmission Owner cost
allocation proposal and find it compliant with Order 1000’s cost allocation principles.

V. Ongoing Reform

PJM believes this filing fully satisfies the Order No. 1000 compliance
requirements. Notwithstanding, PJM commits to continue to develop a multi-driver
approach with its stakeholders, respecting the key elements of the State Agreement
Approach. Inclusion of a multi-driver approach in the RTEP process may allow PJM
greater flexibility in developing more efficient and cost-effective projects that could
include a combination of public policy components and reliability and/or economic
components with a cost allocation methodology that would identify how PJM would

allocate costs to the beneficiary of each component. PJM has already begun a new round
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of stakeholder discussions on this issue and pledges to focus the work of its Regional
Planning Process Task Force (“RPPTF”) on this issue going forward.
VI.  Effective Date/Transition.

PJM requests an effective date for the proposed revisions to coincide with the first
12-month and 24-month planning cycle after issuance of a Commission order on this

compliance filing.**’

With regard to the transition from PJM’s current planning process
to the implementation of the process changes proposed herein, Order No. 1000 provides
that this Final Rule is intended to apply to evaluation or reevaluation of new transmission
facilities that occurs after the effective date of the Transmission Provider’s Order

8 The Commission further clarified that because the

No. 1000 compliance filing.?
issuance of the Final Rule is likely to issue in the middle of a planning of a planning
cycle each Transmission Provider should determine “at what point a previously approved
project is no longer subject to reevaluation . . . [or] the requirements of this Final
Rule.”™ Thus, PJM will implement its complete set of revisions in the next full 12-
month or 24-month planning cycle following a final Commission order approving this
compliance filing and any associated subsequent compliance filings. As the date of the

Commission action is unknown, PJM commits herein that depending upon the stage of

the planning cycle, PJIM will implement whatever provisions proposed herein can be

27 As this date is uncertain, PJM is including a placeholder effective date of

12/31/9998 in the metadata of the submitted eTariff sections. PJM requests, and
hereby consents to, the Commission in its order on this filing replacing this date
with the actual effective date determined by the Commission.

228 Order No. 1000 at P 65.
22 Order No. 1000 at P 65.
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implemented without restarting a planning cycle mid-year so as not to “delay current
studies being undertaken” pursuant to PJM’s existing RTEP process or “impede progress

on implementing existing transmission plans.”**°

PIM will clarify its exact transition
upon receipt and review of the Commission’s final order on this compliance filing. As a
result, projects, including proposals already received, under consideration in the planning
cycle in which the Commission’s compliance order issues will be evaluated under the
new rules to the extent feasible. In the interim, PJM will implement our current RTEP
process consistent with our tariffs. Any changes to the PJM manuals to clarify our
process to facilitate processing proposals by nonincumbent transmission developers, prior
to the effective date of this compliance filing, will be vetted through the stakeholder
process. Additionally, PIM will work with its states, as requested, to develop public
projects, either as a Supplemental Project or an individual “one-off” project, for filing
with the Commission.

Finally, PJM supports the PJM Transmission Owners requested effective date in
their Schedule 12 Filing. PJM stands ready to implement the requested solutions-based
DFAX upon Commission acceptance of the Schedule 12 Filing. PJM believes there are
significant benefits in the form of clarity to the process and avoiding potential litigation

should the solutions-based DFAX process be implemented as soon as possible consistent

with the PJM Transmission Owners’ proposal.

20 Order No. 1000 at P 65.
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VII. Correspondence and Communications.

Correspondence and communications with respect to this filing should be sent to

the following persons:

Craig Glazer Pauline Foley

Vice President — Federal Government Policy Assistant General Counsel
PJM Interconnection, L.L.C. PJM Interconnection, L.L.C.
1200 G Street, N.W. 955 Jefferson Avenue

Suite 600 Valley Forge Corporate Center
Washington, D.C. 20005 Norristown, PA 19403

Ph: (202) 423-4743 Ph: (610) 666-8248
glazec(@pjm.com foleyp@pjm.com

Carrie L. Bumgarner

Wright & Talisman, P.C.
1200 G Street, NW, Suite 600
Washington, DC 20005

Ph: (202) 393-1200
bumgarner@wrightlaw.com
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VIII. Contents of this Filing.
PJM encloses the following:
1. This transmittal letter;

2. Attachment A — Revised PJM Operating Agreement — Definitional Section
and Schedule 6 — and Part I of the PJM Tariff (in redlined form);

3. Attachment B — Revised PJM Operating Agreement — Definitional Section
and Schedule 6 — and Part I of the PJM Tariff (in clean form);

4. Appendix I — Chart — “PJM Order No. 1000 Compliance Filing;” and

5. Appendix II — TEAC slide presentations dated April 27, 2012 and August
9,2012.

IX.  Service.

PJM has served a copy of this filing on all PJM Members and on all state utility
regulatory commissions in the PJM Region by posting this filing electronically.
Electronic service is permitted as of November 3, 2008, under the Commission’s

4%? and the Commission Notice of Effectiveness

regulations®' pursuant to Order No. 71
of Regulations issued on October 28, 2008, in Docket No. RM01-5-000. In compliance
with these regulations, PJM will post a copy of this filing to the FERC filings section of
its Internet site, located at the following link: http://www.pjm.com/documents/ferc-

manuals/ferc-filings.aspx with a specific link to the newly-filed document and will send

an e-mail on the same date as the filing to all PJM Members and all state utility

Bl See 18 C.F.R. §§ 35.2, 154.2, 154.208 and 341.2 (2009).
2 FElectronic Tariff Filings, Order No. 714, 124 FERC 4 61,270 at PP 13 and 77-78.
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regulatory commissions in the PJM Region™”

alerting them that this filing has been made
by PJM today and is available by following such link.
X. Conclusion.

WHEREFORE, PJM respectfully requests that the Commission recognize the
interconnected nature of PJM’s planning process, recognize the significant reforms that
have occurred to date and approve those reforms and the attached revisions to the

Operating Agreement and PJM Tariff as fully compliant with Order No. 1000.

Respectfully submitted,

Ty

| ____.#_-{,l?‘i’-f-'-f T

ByZ [ _ /’J}

Craig Glazer Pauline Foley
Vice President, Federal Government Policy Assistant General Counsel
PJM Interconnection, L.L.C. PJM Interconnection, L.L.C.
1200 G Street, N.W., Suite 600 955 Jefferson Avenue
Washington, D.C. 20005 Norristown, PA 19403
Ph: (202) 423-4743 Ph: (610) 666-8248
Fax: (202) 393-7741 Fax: (610) 666-8211
glazec(@pjm.com foleyp@pjm.com

Carrie L. Bumgarner

Wright & Talisman, P.C.
1200 G Street, NW, Suite 600
Washington, DC 20005

Ph: (202) 393-1200
bumgarner@wrightlaw.com

Dated: October 25, 2012

233 PJM already maintains, updates and regularly uses e-mail distribution lists for all

PJM Members and affected public utility commissions.
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Section(s) of the
PJM Open Access Transmission Tariff

(Marked / Redline Format)



Definitions — C-D
1.3BB.03 Cancellation Costs:

The Costs and liabilities incurred in connection with: (a) cancellation of supplier and contractor
written orders and agreements entered into to design, construct and install Attachment Facilities,
Direct Assignment Facilities and/or Customer-Funded Upgrades, and/or (b) completion of some
or all of the required Attachment Facilities, Direct Assignment Facilities and/or Customer-
Funded Upgrades, or specific unfinished portions and/or removal of any or all of such facilities
which have been installed, to the extent required for the Transmission Provider and/or
Transmission Owner(s) to perform their respective obligations under Part IV and/or Part VI of
the Tariff.

1.3C Capacity Interconnection Rights:

The rights to input generation as a Generation Capacity Resource into the Transmission System
at the Point of Interconnection where the generating facilities connect to the Transmission
System.

1.3D Capacity Resource:

Shall have the meaning provided in the Reliability Assurance Agreement.

1.3E Capacity Transmission Injection Rights:

The rights to schedule energy and capacity deliveries at a Point of Interconnection (as defined in
Section 1.33A) of a Merchant Transmission Facility with the Transmission System. Capacity
Transmission Injection Rights may be awarded only to a Merchant D.C. Transmission Facility
and/or Controllable A.C. Merchant Transmission Facilities that connects the Transmission
System to another control area. Deliveries scheduled using Capacity Transmission Injection
Rights have rights similar to those under Firm Point-to-Point Transmission Service or, if coupled
with a generating unit external to the PJIM Region that satisfies all applicable criteria specified in
the PJIM Manuals, similar to Capacity Interconnection Rights.

1.3F Commencement Date:

The date on which Interconnection Service commences in accordance with an Interconnection
Service Agreement.

1.4 Commission:
The Federal Energy Regulatory Commission.

1.5 Completed Application:
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An Application that satisfies all of the information and other requirements of the Tariff,
including any required deposit.

1.5.01 Confidential Information:

Any confidential, proprietary, or trade secret information of a plan, specification, pattern,
procedure, design, device, list, concept, policy, or compilation relating to the present or planned
business of a New Service Customer, Transmission Owner, or other Interconnection Party or
Construction Party, which is designated as confidential by the party supplying the information,
whether conveyed verbally, electronically, in writing, through inspection, or otherwise, and shall
include, without limitation, all information relating to the producing party’s technology, research
and development, business affairs and pricing, and any information supplied by any New Service
Customer, Transmission Owner, or other Interconnection Party or Construction Party to another
such party prior to the execution of an Interconnection Service Agreement or a Construction
Service Agreement.

1.5A Consolidated Transmission Owners Agreement:

The certain Consolidated Transmission Owners Agreement dated as of December 15, 2005, by
and among the Transmission Owners and by and between the Transmission Owners and PJM
Interconnection, L.L.C.

1.5B Constructing Entity:

Either the Transmission Owner or the New Services Customer, depending on which entity has
the construction responsibility pursuant to Part VI and the applicable Construction Service
Agreement; this term shall also be used to refer to an Interconnection Customer with respect to
the construction of the Customer Interconnection Facilities.

1.5C Construction Party:

A party to a Construction Service Agreement. “Construction Parties” shall mean all of the
Parties to a Construction Service Agreement.

1.5D Construction Service Agreement:

Either an Interconnection Construction Service Agreement or an Upgrade Construction Service
Agreement.

1.6 Control Area:

An electric power system or combination of electric power systems to which a common
automatic generation control scheme is applied in order to:
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1) match, at all times, the power output of the generators within the electric power
system(s) and capacity and energy purchased from entities outside the electric power system(s),
with the load within the electric power system(s);

2 maintain scheduled interchange with other Control Areas, within the limits of
Good Utility Practice;

3) maintain the frequency of the electric power system(s) within reasonable limits in
accordance with Good Utility Practice; and

4) provide sufficient generating capacity to maintain operating reserves in
accordance with Good Utility Practice.

1.6A Control Zone:

Shall have the meaning given in the Operating Agreement.

1.6B Controllable A.C. Merchant Transmission Facilities:

Transmission facilities that (1) employ technology which Transmission Provider reviews and
verifies will permit control of the amount and/or direction of power flow on such facilities to
such extent as to effectively enable the controllable facilities to be operated as if they were direct
current transmission facilities, and (2) that are interconnected with the Transmission System
pursuant to Part IV and Part V1 of the Tariff.

1.6C Costs:

As used in Part IV, Part VI and related attachments to the Tariff, costs and expenses, as
estimated or calculated, as applicable, including, but not limited to, capital expenditures, if
applicable, and overhead, return, and the costs of financing and taxes and any Incidental
Expenses.

1.6D Counterparty:

PJMSettlement as the contracting party, in its name and own right and not as an agent, to an
agreement or transaction with a market participant or other customer.

1.7 Curtailment:

A reduction in firm or non-firm transmission service in response to a transfer capability shortage
as a result of system reliability conditions.

1.7A  Customer Facility:
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Generation facilities or Merchant Transmission Facilities interconnected with or added to the
Transmission System pursuant to an Interconnection Request under Subparts A of Part 1V of the
Tariff.

1.7A.01 Customer-Funded Upgrade:

Any Network Upgrade, Local Upgrade, or Merchant Network Upgrade for which cost
responsibility (i) is imposed on an Interconnection Customer or an Eligible Customer pursuant to
Section 217 of the Tariff, or (ii) is voluntarily undertaken by a market participant in fulfilment of
an Upgrade Request pursuant to Section 7.8 of Schedule 1 of the Operating Agreement. No
Network Upgrade, Local Upgrade or Merchant Network Upgrade or other transmission
expansion or enhancement shall be a Customer-Funded Upgrade if and to the extent that the
costs thereof are included in the rate base of a public utility on which a regulated return is
earned.

1.7A.02 Customer Interconnection Facilities:

All facilities and equipment owned and/or controlled, operated and maintained by
Interconnection Customer on Interconnection Customer’s side of the Point of Interconnection
identified in the appropriate appendices to the Interconnection Service Agreement and to the
Interconnection Construction Service Agreement, including any modifications, additions, or
upgrades made to such facilities and equipment, that are necessary to physically and electrically
interconnect the Customer Facility with the Transmission System.

1.7B Daily Capacity Deficiency Rate

Daily Capacity Deficiency Rate is as defined in Schedule 11 of the Reliability Assurance
Agreement.

1.7C Deactivation:

The retirement or mothballing of a generating unit governed by Part V of this Tariff.
1.7D Deactivation Avoidable Cost Credit:

The credit paid to Generation Owners pursuant to section 114 of this Tariff.

1.7E Deactivation Avoidable Cost Rate:

The formula rate established pursuant to section 115 of this Tariff.

1.7F Deactivation Date:

The date a generating unit within the PJM Region is either retired or mothballed and ceases to
operate.
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1.7G Default:

As used in the Interconnection Service Agreement and Construction Service Agreement, the
failure of a Breaching Party to cure its Breach in accordance with the applicable provisions of an
Interconnection Service Agreement or Construction Service Agreement.

1.8 Delivering Party:

The entity supplying capacity and energy to be transmitted at Point(s) of Receipt.

1.9  Designated Agent:

Any entity that performs actions or functions on behalf of the Transmission Provider, a
Transmission Owner, an Eligible Customer, or the Transmission Customer required under the

Tariff.

1.9A Designated Entity:

“Designated Entity” shall have the same meaning provided in the Operating Agreement.

1.10 Direct Assignment Facilities:

Facilities or portions of facilities that are constructed for the sole use/benefit of a particular
Transmission Customer requesting service under the Tariff. Direct Assignment Facilities shall
be specified in the Service Agreement that governs service to the Transmission Customer and
shall be subject to Commission approval.
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Definitions—1-J-K

1.14A IDR Transfer Agreement:

An agreement to transfer, subject to the terms of Section 49B of the Tariff, Incremental
Deliverability Rights to a party for the purpose of eliminating or reducing the need for Local or
Network Upgrades that would otherwise have been the responsibility of the party receiving such
rights.

1.14A.001 Immediate-need Reliabililty Project:

“Immediate-need Reliabililty Project” shall have the same meaning provided in the Operating
Agreement.

1.14A.01 Incidental Expenses:

Shall mean those expenses incidental to the performance of construction pursuant to an
Interconnection Construction Service Agreement, including, but not limited to, the expense of
temporary construction power, telecommunications charges, Interconnected Transmission Owner
expenses associated with, but not limited to, document preparation, design review, installation,
monitoring, and construction-related operations and maintenance for the Customer Facility and
for the Interconnection Facilities.

1.14B Incremental Auction Revenue Rights:

The additional Auction Revenue Rights (as defined in Section 1.3.1A of Schedule 1 of the
Operating Agreement), not previously feasible, created by the addition of Incremental Rights-
Eligible Required Transmission Enhancements, Merchant Transmission Facilities, or of one or
more Customer-Funded Upgrades.

1.14B.01 Incremental Rights-Eligible Required Transmission Enhancements:
Regional Facilities and Necessary Lower Voltage Facilities or Lower Voltage Facilities (as
defined in Schedule 12 of the Tariff) and meet one of the following criteria: (1) cost
responsibility is assigned to non-contiguous Zones that are not directly electrically connected; or
(2) cost responsibility is assigned to Merchant Transmission Providers that are Responsible
Customers.

1.14C Incremental Available Transfer Capability Revenue Rights:

The rights to revenues that are derived from incremental Available Transfer Capability created
by the addition of Merchant Transmission Facilities or of one of more Customer-Funded
Upgrades.

1.14D Incremental Deliverability Rights (IDRs):
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The rights to the incremental ability, resulting from the addition of Merchant Transmission
Facilities, to inject energy and capacity at a point on the Transmission System, such that the
injection satisfies the deliverability requirements of a Capacity Resource. Incremental
Deliverability Rights may be obtained by a generator or a Generation Interconnection Customer,
pursuant to an IDR Transfer Agreement, to satisfy, in part, the deliverability requirements
necessary to obtain Capacity Interconnection Rights.

1.14Da Initial Operation:

The commencement of operation of the Customer Facility and Customer Interconnection
Facilities after satisfaction of the conditions of Section 1.4 of Appendix 2 of an Interconnection
Service Agreement.

1.14Db Initial Study:

A study of a Completed Application conducted by the Transmission Provider (in coordination
with the affected Transmission Owner(s)) in accordance with Section 19 or Section 32 of the
Tariff.

1.14Dc Interconnected Entity:

Either the Interconnection Customer or the Interconnected Transmission Owner; Interconnected
Entities shall mean both of them.

1.14D.01 Interconnected Transmission Owner:

The Transmission Owner to whose transmission facilities or distribution facilities Customer
Interconnection Facilities are, or as the case may be, a Customer Facility is, being directly
connected. When used in an Interconnection Construction Service Agreement, the term may
refer to a Transmission Owner whose facilities must be upgraded pursuant to the Facilities
Study, but whose facilities are not directly interconnected with those of the Interconnection
Customer.

1.14D.02 Interconnection Construction Service Agreement:

The agreement entered into by an Interconnection Customer, Interconnected Transmission
Owner and the Transmission Provider pursuant to Subpart B of Part VI of the Tariff and in the
form set forth in Attachment P of the Tariff, relating to construction of Attachment Facilities,
Network Upgrades, and/or Local Upgrades and coordination of the construction and
interconnection of an associated Customer Facility. A separate Interconnection Construction
Service Agreement will be executed with each Transmission Owner that is responsible for
construction of any Attachment Facilities, Network Upgrades, or Local Upgrades associated with
interconnection of a Customer Facility.

1.14E Interconnection Customer:
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A Generation Interconnection Customer and/or a Transmission Interconnection Customer.
1.14F Interconnection Facilities:

The Transmission Owner Interconnection Facilities and the Customer Interconnection Facilities.
1.14G Interconnection Feasibility Study:

Either a Generation Interconnection Feasibility Study or Transmission Interconnection
Feasibility Study.

1.14G.01 Interconnection Party:

Transmission Provider, Interconnection Customer, or the Interconnected Transmission Owner.
Interconnection Parties shall mean all of them.

1.14H Interconnection Request:

A Generation Interconnection Request, a Transmission Interconnection Request and/or an IDR
Transfer Agreement.

1.14H.01 Interconnection Service:

The physical and electrical interconnection of the Customer Facility with the Transmission
System pursuant to the terms of Part IV and Part VI and the Interconnection Service Agreement
entered into pursuant thereto by Interconnection Customer, the Interconnected Transmission
Owner and Transmission Provider.

1.141 Interconnection Service Agreement:

An agreement among the Transmission Provider, an Interconnection Customer and an
Interconnected Transmission Owner regarding interconnection under Part 1V and Part V1 of the
Tariff.

1.14J Interconnection Studies:

The Interconnection Feasibility Study, the System Impact Study, and the Facilities Study
described in Part IV and Part VI of the Tariff.

1.15 Interruption:

A reduction in non-firm transmission service due to economic reasons pursuant to Section 14.7.
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Definitions—L-M-N
1.15A List of Approved Contractors:

A list developed by each Transmission Owner and published in a PJIM Manual of (a) contractors
that the Transmission Owner considers to be qualified to install or construct new facilities and/or
upgrades or modifications to existing facilities on the Transmission Owner’s system, provided
that such contractors may include, but need not be limited to, contractors that, in addition to
providing construction services, also provide design and/or other construction-related services,
and (b) manufacturers or vendors of major transmission-related equipment (e.g., high-voltage
transformers, transmission line, circuit breakers) whose products the Transmission Owner
considers acceptable for installation and use on its system.

1.16 Load Ratio Share:
Ratio of a Transmission Customer’s Network Load to the Transmission Provider’s total load.

1.17 Load Shedding:

The systematic reduction of system demand by temporarily decreasing load in response to
transmission system or area capacity shortages, system instability, or voltage control
considerations under Part 11 or Part 111 of the Tariff.

1.17A Local Upgrades:
Modifications or additions of facilities to abate any local thermal loading, voltage, short circuit,
stability or similar engineering problem caused by the interconnection and delivery of generation
to the Transmission System. Local Upgrades shall include:

(i) Direct Connection Local Upgrades which are Local Upgrades that only serve the
Customer Interconnection Facility and have no impact or potential impact on the Transmission
System until the final tie-in is complete; and

(if) Non-Direct Connection Local Upgrades which are parallel flow Local Upgrades that
are not Direct Connection Local Upgrades.

1.17B Long-lead Project:

“Long-lead Project” shall have the same meaning provided in the Operating Agreement.

1.18 Long-Term Firm Point-To-Point Transmission Service:

Firm Point-To-Point Transmission Service under Part Il of the Tariff with a term of one year or
more.

1.18A [RESERVED]
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1.18A.01 [RESERVED]
1.18A.02 Material Modification:

Any modification to an Interconnection Request that has a material adverse effect on the cost or
timing of Interconnection Studies related to, or any Network Upgrades or Local Upgrades
needed to accommodate, any Interconnection Request with a later Queue Position.

1.18A.03 Maximum Facility Output:

The maximum (not nominal) net electrical power output in megawatts, specified in the
Interconnection Service Agreement, after supply of any parasitic or host facility loads, that a
Generation Interconnection Customer’s Customer Facility is expected to produce, provided that
the specified Maximum Facility Output shall not exceed the output of the proposed Customer
Facility that Transmission Provider utilized in the System Impact Study.

1.18B Merchant A.C. Transmission Facilities:

Merchant Transmission Facilities that are alternating current (A.C.) transmission facilities, other
than those that are Controllable A.C. Merchant Transmission Facilities.

1.18C Merchant D.C. Transmission Facilities:

Direct current (D.C.) transmission facilities that are interconnected with the Transmission
System pursuant to Part 1V and Part V1 of the Tariff.

1.18D Merchant Network Upgrades:

Merchant A.C. Transmission Facilities that are additions to, or modifications or replacements of,
physical facilities of the Interconnected Transmission Owner that, on the date of the pertinent
Transmission Interconnection Customer’s Interconnection Request, are part of the Transmission
System or are included in the Regional Transmission Expansion Plan.

1.18E Merchant Transmission Facilities:

A.C. or D.C. transmission facilities that are interconnected with or added to the Transmission
System pursuant to Part 1V and Part V1 of the Tariff and that are so identified on Attachment T
to the Tariff, provided, however, that Merchant Transmission Facilities shall not include (i) any
Customer Interconnection Facilities, (ii) any physical facilities of the Transmission System that
were in existence on or before March 20, 2003 ; (iii) any expansions or enhancements of the
Transmission System that are not identified as Merchant Transmission Facilities in the Regional
Transmission Expansion Plan and Attachment T to the Tariff, or (iv) any transmission facilities
that are included in the rate base of a public utility and on which a regulated return is earned.

1.18F Merchant Transmission Provider:
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An Interconnection Customer that (1) owns, controls, or controls the rights to use the
transmission capability of, Merchant D.C. Transmission Facilities and/or Controllable A.C.
Merchant Transmission Facilities that connect the Transmission System with another control
area, (2) has elected to receive Transmission Injection Rights and Transmission Withdrawal
Rights associated with such facility pursuant to Section 36 of the Tariff, and (3) makes (or will
make) the transmission capability of such facilities available for use by third parties under terms
and conditions approved by the Commission and stated in the Tariff, consistent with Section 38
below.

1.18G Metering Equipment:

All metering equipment installed at the metering points designated in the appropriate appendix to
an Interconnection Service Agreement.

1.19 Native Load Customers:

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.

1.19A NERC:

The North American Electric Reliability Council or any successor thereto.

1.19B Neutral Party

Shall have the meaning provided in Section 9.3(V).

1.20 Network Customer:

An entity receiving transmission service pursuant to the terms of the Transmission Provider’s
Network Integration Transmission Service under Part I11 of the Tariff.

1.21 Network Integration Transmission Service:

The transmission service provided under Part 111 of the Tariff.

1.22  Network Load:

The load that a Network Customer designates for Network Integration Transmission Service
under Part 111 of the Tariff. The Network Customer’s Network Load shall include all load
(including losses) 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
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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 Part 11 of the
Tariff for any Point-To-Point Transmission Service that may be necessary for such non-
designated load.

1.23  Network Operating Agreement:

An executed agreement that contains the terms and conditions under which the Network
Customer shall operate its facilities and the technical and operational matters associated with the
implementation of Network Integration Transmission Service under Part I11 of the Tariff.

1.24 Network Operating Committee:

A group made up of representatives from the Network Customer(s) and the Transmission
Provider established to coordinate operating criteria and other technical considerations required
for implementation of Network Integration Transmission Service under Part 111 of this Tariff.

1.25 Network Resource:

Any designated generating resource owned, purchased, or leased by a Network Customer under
the Network Integration Transmission Service Tariff. Network Resources do not include any
resource, or any portion thereof, that is committed for sale to third parties or otherwise cannot be
called upon to meet the Network Customer’s Network Load on a non-interruptible basis, except
for purposes of fulfilling obligations under a reserve sharing program.

1.26  Network Upgrades:

Modifications or additions to transmission-related facilities that are integrated with and support
the Transmission Provider’s overall Transmission System for the general benefit of all users of
such Transmission System. Network Upgrades shall include:

(i) Direct Connection Network Upgrades which are Network Upgrades that only serve
the Customer Interconnection Facility and have no impact or potential impact on the
Transmission System until the final tie-in is complete; and

(if) Non-Direct Connection Network Upgrades which are parallel flow Network
Upgrades that are not Direct Connection Network Upgrades.

1.26A New PIM Zone(s):

The Zone included in this Tariff, along with applicable Schedules and Attachments, for
Commonwealth Edison Company, The Dayton Power and Light Company and the AEP East
Operating Companies (Appalachian Power Company, Columbus Southern Power Company,
Indiana Michigan Power Company, Kentucky Power Company, Kingsport Power Company,
Ohio Power Company and Wheeling Power Company).
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1.26B New Service Customers:

All customers that submit an Interconnection Request, a Completed Application, or an Upgrade
Request that is pending in the New Services Queue.

1.26C New Service Request:
An Interconnection Request, a Completed Application, or an Upgrade Request.
1.26D New Services Queue:

All Interconnection Requests, Completed Applications, and Upgrade Requests that are received
within each three-month period ending on January 31, April 30, July 31, and October 31 of each
year shall collectively comprise a New Services Queue.

1.26E New Services Queue Closing Date:

Each January 31, April 30, July 31, and October 31 shall be the Queue Closing Date for the New
Services Queue comprised of Interconnection Requests, Completed Applications, and Upgrade
Requests received during the three-month period ending on such date.

1.26F Nominal Rated Capability:

The nominal maximum rated capability in megawatts of a Transmission Interconnection
Customer’s Customer Facility or the nominal increase in transmission capability in megawatts of
the Transmission System resulting from the interconnection or addition of a Transmission
Interconnection Customer’s Customer Facility, as determined in accordance with pertinent
Applicable Standards and specified in the Interconnection Service Agreement.

1.27 Non-Firm Point-To-Point Transmission Service:

Point-To-Point Transmission Service under the Tariff that is reserved and scheduled on an as-
available basis and is subject to Curtailment or Interruption as set forth in Section 14.7 under
Part Il of this Tariff. Non-Firm Point-To-Point Transmission Service is available on a stand-
alone basis for periods ranging from one hour to one month.

1.27.01 Non-Firm Sale:

An energy sale for which receipt or delivery may be interrupted for any reason or no reason,
without liability on the part of either the buyer or seller.

1.27A Non-Firm Transmission Withdrawal Rights:
The rights to schedule energy withdrawals from a specified point on the Transmission System.

Non-Firm Transmission Withdrawal Rights may be awarded only to a Merchant D.C.
Transmission Facility that connects the Transmission System to another control area.
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Withdrawals scheduled using Non-Firm Transmission Withdrawal Rights have rights similar to
those under Non-Firm Point-to-Point Transmission Service.

1.27AA Non-Retail Behind The Meter Generation:

Behind the Meter Generation that is used by municipal electric systems, electric cooperatives, or
electric distribution companies to serve load.

1.27B Non-Zone Network Load:

Network Load that is located outside of the PJM Region.
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Definitions—O-P-Q

1.27C Office of the Interconnection:

Office of the Interconnection shall have the meaning set forth in the Operating Agreement.
1.28 Open Access Same-Time Information System (OASIS):

The information system and standards of conduct contained in Part 37 and Part 38 of the
Commission’s regulations and all additional requirements implemented by subsequent
Commission orders dealing with OASIS.

1.28A Operating Agreement of the PJM Interconnection, L.L.C. or Operating Agreement:

That agreement dated as of April 1, 1997 and as amended and restated as of June 2, 1997 and as
amended from time to time thereafter, among the members of the PJM Interconnection, L.L.C.

1.28A.01 Option to Build:

The option of the New Service Customer to build certain Customer-Funded Upgrades, as set
forth in, and subject to the terms of, the Construction Service Agreement.

1.28B Optional Interconnection Study:

A sensitivity analysis of an Interconnection Request based on assumptions specified by the
Interconnection Customer in the Optional Interconnection Study Agreement.

1.28C Optional Interconnection Study Agreement:

The form of agreement for preparation of an Optional Interconnection Study, as set forth in
Attachment N-3 of the Tariff.

1.29 Partl:

Tariff Definitions and Common Service Provisions contained in Sections 2 through 12.

1.30 Partll:

Tariff Sections 13 through 27 pertaining to Point-To-Point Transmission Service in conjunction
with the applicable Common Service Provisions of Part | and appropriate Schedules and

Attachments.

1.31 Partlll:
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Tariff Sections 28 through 35 pertaining to Network Integration Transmission Service in
conjunction with the applicable Common Service Provisions of Part | and appropriate Schedules
and Attachments.

1.31A PartlV:

Tariff Sections 36 through 112 pertaining to generation or merchant transmission interconnection
to the Transmission System in conjunction with the applicable Common Service Provisions of
Part | and appropriate Schedules and Attachments.

1.31B PartV:

Tariff Sections 113 through 122 pertaining to the deactivation of generating units in conjunction
with the applicable Common Service Provisions of Part | and appropriate Schedules and
Attachments.

1.31C Part VI:

Tariff Sections 200 through 237 pertaining to the queuing, study, and agreements relating to New
Service Requests, and the rights associated with Customer-Funded Upgrades in conjunction with
the applicable Common Service Provisions of Part | and appropriate Schedules and Attachments.
1.32 Parties:

The Transmission Provider, as administrator of the Tariff, and the Transmission Customer
receiving service under the Tariff. PJMSettlement shall be the Counterparty to Transmission
Customers.

1.32.01 PIM:

PJM Interconnection, L.L.C.

1.32A PJM Administrative Service:

The services provided by PJM pursuant to Schedule 9 of this Tariff.

1.32B PJM Control Area:

The Control Area that is recognized by NERC as the PJM Control Area.

1.32C PJM Interchange Energy Market:

The regional competitive market administered by the Transmission Provider for the purchase and

sale of spot electric energy at wholesale interstate commerce and related services, as more fully
set forth in Attachment K — Appendix to the Tariff and Schedule 1 to the Operating Agreement.
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1.32D PJM Manuals:

The instructions, rules, procedures and guidelines established by the Transmission Provider for
the operation, planning, and accounting requirements of the PJM Region and the PJIM
Interchange Energy Market.

1.32E PJM Region:

Shall have the meaning specified in the Operating Agreement.

1.32F [RESERVED]

1.32.F.01 PJMSettlement:

PJM Settlement, Inc. (or its successor).

1.32G [RESERVED]

1.33  Point(s) of Delivery:

Point(s) on the Transmission Provider’s Transmission System where capacity and energy
transmitted by the Transmission Provider will be made available to the Receiving Party under
Part Il of the Tariff. The Point(s) of Delivery shall be specified in the Service Agreement for
Long-Term Firm Point-To-Point Transmission Service.

1.33A Point of Interconnection:

The point or points, shown in the appropriate appendix to the Interconnection Service Agreement
and the Interconnection Construction Service Agreement, where the Customer Interconnection
Facilities interconnect with the Transmission Owner Interconnection Facilities or the
Transmission System.

1.34  Point(s) of Receipt:

Point(s) of interconnection on the Transmission Provider’s Transmission System where capacity
and energy will be made available to the Transmission Provider by the Delivering Party under
Part 11 of the Tariff. The Point(s) of Receipt shall be specified in the Service Agreement for
Long-Term Firm Point-To-Point Transmission Service.

1.35 Point-To-Point Transmission Service:

The reservation and transmission of capacity and energy on either a firm or non-firm basis from
the Point(s) of Receipt to the Point(s) of Delivery under Part 1l of the Tariff.

1.36 Power Purchaser:
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The entity that is purchasing the capacity and energy to be transmitted under the Tariff.
1.36.01 PRD Curve

PRD Curve shall have the meaning provided in the Reliability Assurance Agreement.
1.36.02 PRD Provider

PRD Provider shall have the meaning provided in the Reliability Assurance Agreement.
1.36.03 PRD Reservation Price

PRD Reservation Price shall have the meaning provided in the Reliability Assurance
Agreement.

1.36.04 PRD Substation:
PRD Substation shall have the meaning provided in the Reliability Assurance Agreement.
1.36.05 Pre-Confirmed Application:

An Application that commits the Eligible Customer to execute a Service Agreement upon receipt
of notification that the Transmission Provider can provide the requested Transmission Service.

1.36A Pre-Expansion PJM Zones:

Zones included in this Tariff, along with applicable Schedules and Attachments, for certain
Transmission Owners — Atlantic City Electric Company, Baltimore Gas and Electric Company,
Delmarva Power and Light Company, Jersey Central Power and Light Company, Metropolitan
Edison Company, PECO Energy Company, Pennsylvania Electric Company, Pennsylvania
Power & Light Group, Potomac Electric Power Company, Public Service Electric and Gas
Company, Allegheny Power, and Rockland Electric Company.

1.36A.01 Price Responsive Demand

Price Responsive Demand shall have the meaning provided in the Reliability Assurance
Agreement.

1.36A.02 Project Financing:

Shall mean: (a) one or more loans, leases, equity and/or debt financings, together with all
modifications, renewals, supplements, substitutions and replacements thereof, the proceeds of
which are used to finance or refinance the costs of the Customer Facility, any alteration,
expansion or improvement to the Customer Facility, the purchase and sale of the Customer
Facility or the operation of the Customer Facility; (b) a power purchase agreement pursuant to
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which Interconnection Customer’s obligations are secured by a mortgage or other lien on the
Customer Facility; or (c) loans and/or debt issues secured by the Customer Facility.

1.36A.03 Project Finance Entity:

Shall mean: (a) a holder, trustee or agent for holders, of any component of Project Financing; or
(b) any purchaser of capacity and/or energy produced by the Customer Facility to which
Interconnection Customer has granted a mortgage or other lien as security for some or all of
Interconnection Customer’s obligations under the corresponding power purchase agreement.

1.36A.04 Public Policy Objectives:

“Public Policy Objectives” shall have the same meaning provided in the Operating Agreement.

1.36A.05 Public Policy Requirements:

“Public Policy Requirements” shall have the same meaning provided in the Operating
Agreement.

1.36B Queue Position:

The priority assigned to an Interconnection Request, a Completed Application, or an Upgrade
Request pursuant to applicable provisions of Part V1.
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Definitions—R - S

1.36C Reasonable Efforts:

With respect to any action required to be made, attempted, or taken by an Interconnection Party
or by a Construction Party under Part 1V or Part VI of the Tariff, an Interconnection Service
Agreement, or a Construction Service Agreement, such efforts as are timely and consistent with
Good Utility Practice and with efforts that such party would undertake for the protection of its
own interests.

1.37 Receiving Party:

The entity receiving the capacity and energy transmitted by the Transmission Provider to
Point(s) of Delivery.

1.37A.01 Regional Entity

Shall have the same meaning specified in the Operating Agreement.

1.37A Regional Transmission Expansion Plan:

The plan prepared by the Office of the Interconnection pursuant to Schedule 6 of the Operating
Agreement for the enhancement and expansion of the Transmission System in order to meet the
demands for firm transmission service in the PJM Region.

1.38 Regional Transmission Group (RTG):

A voluntary organization of transmission owners, transmission users and other entities approved
by the Commission to efficiently coordinate transmission planning (and expansion), operation
and use on a regional (and interregional) basis.

1.38.01 Regulation Zone:

Any of those one or more geographic areas, each consisting of a combination of one or more
Control Zone(s) as designated by the Office of the Interconnection in the PJIM Manuals, relevant
to provision of, and requirements for, regulation service.

1.38.01A Relevant Electric Retail Regulatory Authority:

An entity that has jurisdiction over and establishes prices and policies for competition for
providers of retail electric service to end-customers, such as the city council for a municipal
utility, the governing board of a cooperative utility, the state public utility commission or any

other such entity.

1.38A Reliability Assurance Agreement:
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The Reliability Assurance Agreement Among Load Serving Entities in the PJM Region, Rate
Schedule No. 44, dated as of May 28, 2009, and as amended from time to time thereafter.

1.38B [RESERVED]
1.38C Required Transmission Enhancements:

Enhancements and expansions of the Transmission System that (1) a Regional Transmission
Expansion Plan developed pursuant to Schedule 6 of the Operating Agreement or (2) the
Coordinated System Plan periodically developed pursuant to the Joint Operating Agreement
Between the Midwest Independent Transmission System Operator, Inc. and PJM
Interconnection, L.L.C. designates one or more of the Transmission Owner(s) or the transmission
owners within the Midwest Independent System Operator to construct and own or finance.

1.38C.01 Reserve Sub-zone:

Any of those geographic areas wholly contained within a Reserve Zone, consisting of a
combination of a portion of one or more Control Zone(s) as designated by the Office of the
Interconnection in the PJIM Manuals, relevant to provision of, and requirements for, reserve
service.

1.38D Reserve Zone:

Any of those geographic areas consisting of a combination of one or more Control Zone(s), as
designated by the Office of the Interconnection in the PJM Manuals, relevant to provision of, and
requirements for, reserve service.

1.39 Reserved Capacity:

The maximum amount of capacity and energy that the Transmission Provider agrees to transmit
for the Transmission Customer over the Transmission Provider’s Transmission System between
the Point(s) of Receipt and the Point(s) of Delivery under Part Il of the Tariff. Reserved
Capacity shall be expressed in terms of whole megawatts on a sixty (60) minute interval
(commencing on the clock hour) basis.

1.39A Schedule of Work:

Shall mean that schedule attached to the Interconnection Construction Service Agreement setting
forth the timing of work to be performed by the Constructing Entity pursuant to the
Interconnection Construction Service Agreement, based upon the Facilities Study and subject to

modification, as required, in accordance with Transmission Provider’s scope change process for
interconnection projects set forth in the PJIM Manuals.

1.39B Scope of Work:
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Shall mean that scope of the work attached as a schedule to the Interconnection Construction
Service Agreement and to be performed by the Constructing Entity(ies) pursuant to the
Interconnection Construction Service Agreement, provided that such Scope of Work may be
modified, as required, in accordance with Transmission Provider’s scope change process for
interconnection projects set forth in the PJIM Manuals.

1.39C Secondary Systems:

Control or power circuits that operate below 600 volts, AC or DC, including, but not limited to,
any hardware, control or protective devices, cables, conductors, electric raceways, secondary
equipment panels, transducers, batteries, chargers, and voltage and current transformers.

1.39D Security:

The security provided by the New Service Customer pursuant to Section 212.4 or Section 213.4
of the Tariff to secure the New Service Customer’s responsibility for Costs under the
Interconnection Service Agreement or Upgrade Construction Service Agreement and Section
217 of the Tariff.

1.40 Service Agreement:

The initial agreement and any amendments or supplements thereto entered into by the
Transmission Customer and the Transmission Provider for service under the Tariff.

1.41  Service Commencement Date:

The date the Transmission Provider begins to provide service pursuant to the terms of an
executed Service Agreement, or the date the Transmission Provider begins to provide service in
accordance with Section 15.3 or Section 29.1 under the Tariff.

1.42 Short-Term Firm Point-To-Point Transmission Service:

Firm Point-To-Point Transmission Service under Part Il of the Tariff with a term of less than one
year.

1.42.001 Short-term Project:

“Short-term Project” shall have the same meaning provided in the Operating Agreement.

1.42a Site:

All of the real property, including but not limited to any leased real property and easements, on
which the Customer Facility is situated and/or on which the Customer Interconnection Facilities
are to be located.

1.42.01 Small Inverter Facility:

Page 22



An Energy Resource that is a certified small inverter-based facility no larger than 10 kW.

1.42.02 Small Inverter ISA:

An agreement among Transmission Provider, Interconnection Customer, and Interconnected
Transmission Owner regarding interconnection of a Small Inverter Facility under section 112B
of Part IV of the Tariff.

1.42A [RESERVED]

1.42B [RESERVED]

1.42C [RESERVED]

1.42D State:

The term “state” shall mean a state of the United States or the District of Columbia.

1.42D.01 Switching and Tagging Rules:

The switching and tagging procedures of Interconnected Transmission Owners and
Interconnection Customer as they may be amended from time to time.

1.42E [RESERVED]
1.42F System Condition:

A specified condition on the Transmission Provider’s system or on a neighboring system, such as
a constrained transmission element or flowgate, that may trigger Curtailment of Long-Term Firm
Point-to-Point Transmission Service using the curtailment priority pursuant to Section 13.6.
Such conditions must be identified in the Transmission Customer’s Service Agreement.

1.43  System Impact Study:

An assessment by the Transmission Provider of (i) the adequacy of the Transmission System to
accommodate a Completed Application, an Interconnection Request or an Upgrade Request, (ii)
whether any additional costs may be incurred in order to provide such transmission service or to
accommodate an Interconnection Request, and (iii) with respect to an Interconnection Request,
an estimated date that an Interconnection Customer’s Customer Facility can be interconnected
with the Transmission System and an estimate of the Interconnection Customer’s cost
responsibility for the interconnection; and (iv) with respect to an Upgrade Request, the estimated
cost of the requested system upgrades or expansion, or of the cost of the system upgrades or
expansion, necessary to provide the requested incremental rights.

1.43.01 System Protection Facilities:
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The equipment required to protect (i) the Transmission System, other delivery systems and/or
other generating systems connected to the Transmission System from faults or other electrical
disturbance occurring at or on the Customer Facility, and (ii) the Customer Facility from faults or
other electrical system disturbance occurring on the Transmission System or on other delivery
systems and/or other generating systems to which the Transmission System is directly or
indirectly connected. System Protection Facilities shall include such protective and regulating
devices as are identified in the Applicable Technical Requirements and Standards or that are
required by Applicable Laws and Regulations or other Applicable Standards, or as are otherwise
necessary to protect personnel and equipment and to minimize deleterious effects to the
Transmission System arising from the Customer Facility.
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Definitions C - D
1.6 Capacity Resource.
“Capacity Resource” have the meaning provided in the Reliability Assurance Agreement.
1.6A Consolidated Transmission Owners Agreement.

“Consolidated Transmission Owners Agreement” dated as of December 15, 2005, by and among
the Transmission Owners and by and between the Transmission Owners and PJM
Interconnection, L.L.C.

1.7 Control Area.

“Control Area” shall mean an electric power system or combination of electric power systems
bounded by interconnection metering and telemetry to which a common automatic generation
control scheme is applied in order to:

@ match the power output of the generators within the electric power system(s) and energy
purchased from entities outside the electric power system(s), with the load within the electric
power system(s);

(b) maintain scheduled interchange with other Control Areas, within the limits of Good
Utility Practice;

(© maintain the frequency of the electric power system(s) within reasonable limits in
accordance with Good Utility Practice and the criteria of NERC and each Applicable Regional
Entity;

(d) maintain power flows on transmission facilities within appropriate limits to preserve
reliability; and

(e) provide sufficient generating capacity to maintain operating reserves in accordance with
Good Utility Practice.

1.7.01 Control Zone.

“Control Zone” shall mean one Zone or multiple contiguous Zones, as designated in the PJM
Manuals.

1.7.01a Counterparty.

“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right and not
as an agent, to an agreement or transaction with Market Participants or other entities, including the
agreements and transactions with customers regarding transmission service and other transactions
under the PJM Tariff and this Operating Agreement. PJMSettlement shall not be a counterparty to (i)
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any bilateral transactions between Market Participants, or (ii) with respect to self-supplied or self-
scheduled transactions reported to the Office of the Interconnection.

1.7.02 Default Allocation Assessment.

“Default Allocation Assessment” shall mean the assessment determined pursuant to section
15.2.2 of this Agreement.

1.7.03 Demand Resource.
“Demand Resource” shall have the meaning provided in the Reliability Assurance Agreement.

1.7A Designated Entity.

The entity designated by the Office of the Interconnection with the responsibility to construct,
own, operate, maintain, and finance Immediate-need Reliability Projects, Short-term Projects,
and Long-lead Projects pursuant to Section 1.5.8 of Schedule 6 of this Agreement.

[Reserved]-

1.7B [Reserved].
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Definitions I - L

1.15A Immediate-need Reliabililty Project.

A reliability-based transmission enhancement or expansion: (i) with an in-service date of three
years or less from the year the Office of the Interconnection identified the existing or projected
limitations on the Transmission System that gave rise to the need for such enhancement or
expansion pursuant to the study process described in section 1.5.3 of this Schedule 6; or (ii) for
which the Office of the Interconnection determines that an expedited designation is required to
address existing and projected limitations on the Transmission System due to immediacy of the
reliability need in light of the projected time to complete the enhancement or expansion. In
determining whether an expedited designation is required, the Office of the Interconnection shall
consider time-based factors such as, but not limited to, the time necessary: (i) to obtain
requlatory approvals; (ii) to acquire long lead equipment; (iii) to meet construction schedules;
(iv) to complete engineering plans; and (v) for other time-based factors impacting the feasibility
of achieving the required in-service date.

1.16 Information Request.

“Information Request” shall mean a written request, in accordance with the terms of this
Agreement for disclosure of confidential information pursuant to Section 18.17.4 of this
Agreement.

1.16A Interruptible Load for Reliability.

“Interruptible Load for Reliability” or “ILR” shall have the meaning specified in the Reliability
Assurance Agreement.

117 LLC.

“LLC” shall mean PJM Interconnection, L.L.C., a Delaware limited liability company.

1.18 Load Serving Entity.

“Load Serving Entity” shall mean an entity, including a load aggregator or power marketer, (1)
serving end-users within the PJM Region, and (2) that has been granted the authority or has an

obligation pursuant to state or local law, regulation or franchise to sell electric energy to end-
users located within the PJM Region, or the duly designated agent of such an entity.

1.18A Local Plan.
“Local Plan” shall mean the plan as developed by the Transmission Owners. The Local Plan
shall include, at a minimum, the Subregional RTEP Projects and Supplemental Projects as

identified by the Transmission Owners within their zone. The Local Plan will include those
projects that are developed to comply with the Transmission Owner planning criteria.
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1.19 Locational Marginal Price.

“Locational Marginal Price” or “LMP” shall mean the hourly integrated market clearing
marginal price for energy at the location the energy is delivered or received, calculated as
specified in Section 2 of Schedule 1 of this Agreement.

1.19A Long-lead Project.

A transmission enhancement or expansion with an in-service date more than five years from the
year in which, pursuant to section 1.5.8(c) of this Schedule 6, the Office of the Interconnection
posts the violations, system conditions, economic constraints, and Public Policy Requirements to
be addressed by the enhancement or expansion.
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Definitions S—- T
1.40C SERC.
“SERC” or “Southeastern Electric Reliability Council” shall mean the reliability council under
section 202 of the Federal Power Act established pursuant to the SERC Agreement dated January
14,1970, or any successor thereto.

1.41  Sector Votes.

“Sector Votes” shall mean the affirmative and negative votes of each sector of a Senior Standing
Committee, as specified in Section 8.4.

1.41A Senior Standing Committees.

“Senior Standing Committees” shall mean the Members Committee, and the Markets, and
Reliability Committee, as established in Sections 8.1 and 8.6.

1.41A.01 Short-term Project.

A transmission enhancement or expansion with an in-service date of more than three years but
no more than five years from the year in which, pursuant to section 1.5.8(c) of this Schedule 6,
the Office of the Interconnection posts the violations, system conditions, economic constraints,
and Public Policy Requirements to be addressed by the enhancement or expansion.

[Reserved]-

1.41A.02 [Reserved].

1.41A.03 [Reserved].

1.41B Standing Committees.

“Standing Committees” shall mean the Members Committee, the committees established and
maintained under Section 8.6, and such other committees as the Members Committee may
establish and maintain from time to time.

1.42 State.

“State” shall mean the District of Columbia and any State or Commonwealth of the United
States.

1.42.01 State Certification.

“State Certification” shall mean the Certification of an Authorized Commission, pursuant to
Section 18 of this Agreement, the form of which is appended to this Agreement as Schedule
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10A, wherein the Authorized Commission identifies all Authorized Persons employed or
retained by such Authorized Commission, a copy of which shall be filed with FERC.

1.42A State Consumer Advocate.

“State Consumer Advocate” shall mean a legislatively created office from any State, all or any
part of the territory of which is within the PJM Region, and the District of Columbia established,
inter alia, for the purpose of representing the interests of energy consumers before the utility
regulatory commissions of such states and the District of Columbia and the FERC.

1.42A.01 Subregional RTEP Project.

“Subregional RTEP Project” shall mean a transmission expansion or enhancement rated below
230 kV which is required for compliance with the following PJM criteria: system reliability,
operational performance or economic criteria, pursuant to a determination by the Office of the
Interconnection.

1.42A.02 Supplemental Project.

“Supplemental Project” shall mean a Regional RTEP Project(s) or Subregional RTEP Project(s),
which is not required for compliance with the following PJM criteria: System reliability,
operational performance or economic criteria, pursuant to a determination by the Office of the
Interconnection.

1.42B [Reserved].
1.43 System.

“System” shall mean the interconnected electric supply system of a Member and its
interconnected subsidiaries exclusive of facilities which it may own or control outside of the
PJM Region. Each Member may include in its system the electric supply systems of any party or
parties other than Members which are within the PJM Region, provided its interconnection
agreements with such other party or parties do not conflict with such inclusion.

1.43A Third Party Request.

“Third Party Request” shall mean any request or demand by any entity upon an Authorized
Person or an Authorized Commission for release or disclosure of confidential information
provided to the Authorized Person or Authorized Commission by the Office of the
Interconnection or PJIM Market Monitor. A Third Party Request shall include, but shall not be
limited to, any subpoena, discovery request, or other request for confidential information made
by any: (i) federal, state, or local governmental subdivision, department, official, agency or
court, or (ii) arbitration panel, business, company, entity or individual.

1.44 Transmission Facilities.
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“Transmission Facilities” shall mean facilities that: (i) are within the PJM Region; (ii) meet the
definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or have
been classified as transmission facilities in a ruling by FERC addressing such facilities; and (iii)
have been demonstrated to the satisfaction of the Office of the Interconnection to be integrated
with the transmission system of the PJM Region and integrated into the planning and operation
of such to serve all of the power and transmission customers within such region.

1.45 Transmission Owner.

“Transmission Owner” shall mean a Member that owns or leases with rights equivalent to
ownership Transmission Facilities and is a signatory to the PJM Transmission Owners
Agreement. Taking transmission service shall not be sufficient to qualify a Member as a
Transmission Owner.

1.46 [Reserved.]
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1.3 Establishment of Committees.

€)) The Planning Committee shall be open to participation by (i) all Transmission
Customers, as that term is defined in the PJM Tariff, and applicants for transmission
service; (ii) any other entity proposing to provide Transmission Facilities to be integrated
into the PJM Region; (iii) all Members; (iv) the electric utility regulatory agencies within
the States in the PJM Region and the State Consumer Advocates; and (v) any other
interested entities or persons and shall provide technical advice and assistance to the
Office of the Interconnection in all aspects of its regional planning functions. The
Transmission Owners shall supply representatives to the Planning Committee, and other
Members may provide representatives as they deem appropriate, to provide the data,
information, and support necessary for the Office of the Interconnection to perform
studies as required and to develop the Regional Transmission Expansion Plan.

(b) The Transmission Expansion Advisory Committee established by the Office of
the Interconnection will meet periodically with representatives of the Office of the
Interconnection to provide advice and recommendations to the Office of the
Interconnection to aid in the development of the Regional Transmission Expansion Plan.
The Transmission Expansion Advisory Committee participants shall be given an
opportunity to provide advice and recommendations for consideration by the Office of
the Interconnection regarding sensitivity studies, modeling assumption variations,
scenario analyses, and Public Policy Objectives in the studies and analyses to be
conducted by the Office of the Interconnection. The Transmission Expansion Advisory
Committee participants shall be given the opportunity to review and provide advice and
recommendations on the projects to be included in the Regional Transmission Expansion
Plan. The Transmission Expansion Advisory Committee meetings shall include
discussions addressing interregional planning issues, as required. The Transmission
Expansion Advisory Committee shall be open to participation by: (i) all Transmission
Customers, as that term is defined in the PJM Tariff, and applicants for transmission
service; (ii) any other entity proposing to provide Transmission Facilities to be integrated
into the PIM Region; (iii) all Members; (iv) the electric utility regulatory agencies within
the States in the PJM Region, the Independent State Agencies Committee, and the State
Consumer Advocates; and (v) any other interested entities or persons. The Transmission
Expansion Advisory Committee shall be governed by the Transmission Expansion
Advisory Committee rules and procedures set forth in the PJM Regional Planning
Process Manual (PJM Manual M-14 series) and by the rules and procedures applicable to
PJM committees.

(© The Subregional RTEP Committees established by the Office of the
Interconnection shall facilitate the development and review of the Subregional RTEP
Projects. The Subregional RTEP Committees will be responsible for the initial review of
the Subregional RTEP Projects, and to provide recommendations to the Transmission
Expansion Advisory Committee concerning the Subregional RTEP Projects. A
Subregional RTEP Committee may of its own accord or at the request of a Subregional
RTEP Committee participant, also refer specific Subregional RTEP Projects to the
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Transmission Expansion Advisory Committee for further review, advice and
recommendations.

(d) The Subregional RTEP Committees shall be responsible for the timely review of
each Transmission Owner’s Local Plan. This review shall include, but is not limited to,
the review of the criteria, assumptions and models used by the Transmission Owner to
identify criteria violations and proposed solutions prior to finalizing the Local Plan, the
coordination and integration of the Local Plans into the RTEP, and addressing any
stakeholder issues unresolved in the Local Plan process. The Subregional RTEP
Committees will be provided sufficient opportunity to review and provide written
comments to the Transmission Owners on the criteria, assumptions, and models used in
local planning activities prior to finalizing the Local Plan. The Subregional RTEP
Committees meetings shall include discussions addressing interregional planning issues,
as required. Once finalized, the Subregional RTEP Committees will be provided
sufficient opportunity to review and provide written comments to the Transmission
Owners on the Local Plans as integrated into the RTEP, prior to the submittal of the final
Regional Transmission Expansion Plan to the PJM Board for approval.

(e The Subregional RTEP Committees shall be open to participation by: (i) all
Transmission Customers, as that term is defined in the PJM Tariff, and applicants for
transmission service; (ii) any other entity proposing to provide Transmission Facilities to
be integrated into the PJM Region; (iii) all Members; (iv) the electric utility regulatory
agencies within the States in the PJM Region, the Independent State Agencies
Committee, and the State Consumer Advocates and (V) any other interested entities or
persons.

U] Each Subregional RTEP Committee shall schedule and facilitate a minimum of
one Subregional RTEP Committee meeting to review the criteria, assumptions and
models used by the Transmission Owner to identify criteria violations. Each Subregional
RTEP Committee shall schedule and facilitate an additional Subregional RTEP
Committee meeting, per planning cycle, and as required to review the identified criteria

violations and potential solutions-fereach-of the-three-PIM-subregions—the-Mid-
Atlantic-Westand South----perPlanning Pertod and-asrequired. The Subregional RTEP
Committees may facilitate additional meetings to incorporate more localized areas within
the-three-subregions-ntein the subregional planning process. At the discretion of the
Office of the Interconnection, a designated Transmission Owner may facilitate
Subregional RTEP Committee meeting(s), or the additional meetings incorporating the
more localized areas.

(9) The Subregional RTEP Committees shall be governed by the Transmission
Expansion Advisory Committee rules and procedures set forth in the PJM Regional
Planning Process Manual (Manual M-14 series) and by the rules and procedures
applicable to PJIM committees.
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1.4 Contents of the Regional Transmission Expansion Plan.

@) The Regional Transmission Expansion Plan shall consolidate the transmission needs of
the region into a single plan which is assessed on the bases of (i) maintaining the reliability of the
PJM Region in an economic and environmentally acceptable manner, (ii) supporting competition
in the PJM Region, (iii) striving to maintain and enhance the market efficiency and operational
performance of wholesale electric service markets and (iv) considering federal and state Public
Policy Requirements.

(b) The Regional Transmission Expansion Plan shall reflect, consistent with the requirements
of this Schedule 6, transmission enhancements and expansions; load forecasts; and capacity
forecasts, including expected generation additions and retirements, demand response, and
reductions in demand from energy efficiency and price responsive demand for at least the
ensuing ten years.

(© The Regional Transmission Expansion Plan shall, as-at a minimum, include a designation
of the Transmission Owner(s)-e+-Owners or other entity(ies) that will construct, own, maintain
operate, and/or finance each transmission enhancement and expansion and how all reasonably
incurred costs are to be recovered.

(d)  The Regional Transmission Expansion Plan shall (i) avoid unnecessary duplication of
facilities; (ii) avoid the imposition of unreasonable costs on any Transmission Owner or any user
of Transmission Facilities; (iii) take into account the legal and contractual rights and obligations
of the Transmission Owners; (iv) provide, if appropriate, alternative means for meeting
transmission needs in the PJM Region; (v) provide for coordination with existing transmission
systems and with appropriate interregional and local expansion plans; and (vi) strive for
consistency in planning data and assumptions that may relieve transmission congestion across
multiple regions.
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15 Procedure for Development of the Regional Transmission Expansion Plan.
1.5.1 Commencement of the Process.

@) The Office of the Interconnection shall initiate the enhancement and expansion study
process if:_ (i) required as a result of a need for transfer capability identified by the Office of the
Interconnection in its evaluation of requests for interconnection with the Ttransmission Ssystem
or for firm transmission service with a term of one year or more; (ii) required to address a need
identified by the Office of the Interconnection in its on-going evaluation of the Ttransmission
Ssystem’s market efficiency and operational performance; (iii) required as a result of the Office
of the Interconnection’s assessment of the Ttransmission Ssystem’s compliance with NERC
Reliability Standards, more stringent reliability criteria, if any, or PJM planning and operating
criteria; (iv) required to address constraints or available transfer capability shortages, including,
but not limited to, available transfer capability shortages that prevent the simultaneous feasibility
of stage 1A Auction Revenue Rights allocated pursuant to Section 7.4.2(b) of Schedule 1 of this
Agreement, constraints or shortages as a result of expected generation retirements, constraints or
shortages based on an evaluation of load forecasts, or system reliability needs arising from
proposals for the addition of Transmission Facilities in the PJIM Region; or (v) expansion of the
Ttransmission Ssystem is proposed by one or more Transmission Owners, Interconnection
Customers, Network Service Users or Transmission Customers, or any party that funds Network
Upgrades pursuant to Section 7.8 of Schedule 1 of this Agreement. The Office of the
Interconnection may initiate the enhancement and expansion study process to address or
consider, where appropriate, requirements or needs arising from sensitivity studies, modeling
assumption variations, scenario analyses, and Public Policy Objectives.

(b) The Office of the Interconnection shall notify the Transmission Expansion Advisory
Committee participants of, as well as publicly notice, the commencement of an enhancement and
expansion study. The Transmission Expansion Advisory Committee participants shall notify the
Office of the Interconnection in writing of any additional transmission considerations they would
like to have included in the Office of the Interconnection’s analyses.

1.5.2 Development of Scope, Assumptions and Procedures.

Once the need for an enhancement and expansion study has been established, the Office of the
Interconnection shall consult with the Transmission Expansion Advisory Committee and the
Subregional RTEP Committees, as appropriate, to prepare the study’s scope, assumptions and
procedures.

1.5.3 Scope of Studies.

In conducting the enhancement and expansion studies, the Office of the Interconnection shall not
limit its analyses to bright line tests to identify and evaluate potential Ttransmission Ssystem
limitations, violations of planning criteria, or transmission needs. In addition to the bright line
tests, the Office of the Interconnection shall employ sensitivity studies, modeling assumption
variations, and scenario analyses, and shall also consider Public Policy Objectives in the studies
and analyses, so as to mitigate the possibility that bright line metrics may inappropriately include
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| or exclude transmission projects from the long-term-transmission plan. Sensitivity studies,
modeling assumption variations, and scenario analyses shall take account of potential changes in
expected future system conditions, including, but not limited to, load levels, transfer levels, fuel
costs, the level and type of generation, generation patterns (including, but not limited to, the
effects of assumptions regarding generation that is at risk for retirement and new generation to

| satisfy Public Policy Objectives), demand response, and uncertainties arising from estimated
times to construct transmission upgrades. The Office of the Interconnection shall use the
sensitivity studies, modeling assumption variations and scenario analyses in evaluating and
choosing among alternative solutions to reliability, market efficiency and operational
performance transmission-selutionsneeds. The Office of the Interconnection shall provide the
results of its studies and analyses to the Transmission Expansion Advisory Committee to
consider the impact that sensitivities, assumptions, and scenarios may have on Transmission
System needs and the need for transmission enhancements or expansions. Enhancement and
expansion studies shall be completed by the Office of the Interconnection in collaboration with
the affected Transmission Owners, as required. In general, enhancement and expansion studies
shall include:

| (a) An identification of existing and projected limitations on the Ttransmission Ssystem’s
physical, economic and/or operational capability or performance, with accompanying
simulations to identify the costs of controlling those limitations. Potential enhancements and
expansions will be proposed to mitigate limitations controlled by non-economic means.

(b) Evaluation and analysis of potential enhancements and expansions, including alternatives
thereto, needed to mitigate such limitations.

(© Identification, evaluation and analysis of potential transmission expansions and
enhancements, demand response programs, and other alternative technologies as appropriate to
maintain system reliability.

(d) Identification, evaluation and analysis of potential enhancements and expansions for the
| purposes of supporting competition, market efficiency, and-operational performance, and Public
Policy Requirements in the PJM Region.

(e) Identification, evaluation and analysis of upgrades to support Incremental Auction
Revenue Rights requested pursuant to Section 7.8 of Schedule 1 of this Agreement.

()] Identification, evaluation and analysis of upgrades to support all transmission customers,
including native load and network service customers.

(9) Engineering studies needed to determine the effectiveness and compliance of
recommended enhancements and expansions, with the following PIJM criteria: system reliability,
operational performance, and market efficiency.

(h) Identification, evaluation and analysis of potential enhancements and expansions

| designed to ensure that the Transmission System’s capability can support the simultaneous
feasibility of all stage 1A Auction Revenue Rights allocated pursuant to Section 7.4.2(b) of
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Schedule 1 of this Agreement. Enhancements and expansions related to stage 1A Auction
Revenue Rights identified pursuant to this seetien-Section shall be recommended for inclusion in
the Regional Transmission Expansion Plan together with a recommended in-service date based
on the results of the ten (10) year stage 1A simultaneous feasibility analysis. Any such
recommended enhancement or expansion under this Section 1.5.3(h) shall include, but shall not
be limited to, the reason for the upgrade, the cost of the upgrade, the cost allocation identified
pursuant to Section 1.5.6(kl) of Schedule 6 of this Agreement and an analysis of the benefits of
the enhancement or expansion, provided that any such upgrades will not be subject to a market
efficiency cost/benefit analysis.

1.5.4 Supply of Data.

@ The Transmission Owners shall provide to the Office of the Interconnection on an annual
or periodic basis as specified by the Office of the Interconnection, any information and data
reasonably required by the Office of the Interconnection to perform the Regional Transmission
Expansion Plan, including but not limited to the following: (i) a description of the total load to
be served from each substation; (ii) the amount of any interruptible loads included in the total
load (including conditions under which an interruption can be implemented and any limitations
on the duration and frequency of interruptions); (iii) a description of all generation resources to
be located in the geographic region encompassed by the Transmission Owner’s transmission
facilities, including unit sizes, VAR capability, operating restrictions, and any must-run unit
designations required for system reliability or contract reasons; the (iv) current Local Plan; and
(v) all criteria, assumptions and models used in the current Local Plan. The data required under
this Section shall be provided in the form and manner specified by the Office of the
Interconnection.

(b) In addition to the foregoing, the Transmission Owners, those entities requesting
transmission service and any other entities proposing to provide Transmission Facilities to be
integrated into the PJIM Region shall supply any other information and data reasonably required
by the Office of the Interconnection to perform the enhancement and expansion study.

(© The Office of the Interconnection also shall solicit from the Members, Transmission
Customers and other interested parties, including but not limited to electric utility regulatory
agencies within the States in the PJM Region, Independent State Agencies Committee, and the
State Consumer Advocates, information required by, or anticipated to be useful to, the Office of
the Interconnection in its preparation of the enhancement and expansion study, including
information regarding potential sensitivity studies, modeling assumption variations, scenario
analyses, and Public Policy Objectives that may be considered.

(d) The Office of the Interconnection shall supply to the Transmission Expansion Advisory
Committee and the Subregional RTEP Committees reasonably required information and data
utilized to develop the Regional Transmission Expansion Plan. Such information and data shall
be provided pursuant to the appropriate protection of confidentiality provisions and Office of the
Interconnection’s CEII process.
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(e The Office of the Interconnection shall provide access through the PJIM website, to the
Transmission Owner’s Local Plan, including all criteria, assumptions and models used by the
Transmission Owners in developing their respective Local Plan (“Local Plan Information”).
Local Plan Information shall be provided consistent with: (1) any applicable confidentiality
provisions set forth in Section 18.17 of this Operating Agreement; (2) PJMthe Office of the
Interconnection’s CEII process; and (3) any applicable copyright limitations. Notwithstanding
the foregoing, P3M-the Office of the Interconnection may share with a third party Local Plan
Information that has been designated as confidential, pursuant to the provisions for such
designation as set forth in Section 18.17 of this Operating Agreement and subject to: (i)
agreement by the disclosing Transmission Owner consistent with the process set forth in this
Operating Agreement; and (ii) an appropriate non-disclosure agreement to be executed by PJIM
Interconnection, L.L.C., the Transmission Owner and the requesting third party. With the
exception of confidential, CEIl and copyright protected information, Local Plan Information will
be provided for full review by the Planning Committee, the Transmission Expansion Advisory
Committee, and the Subregional RTEP Committees.

1.5.5 Coordination of the Regional Transmission Expansion Plan.

@ The Regional Transmission Expansion Plan shall be developed in accordance with the
principles of interregional coordination with the Ttransmission Ssystems of the surrounding
Regional Entities and with the local transmission providers, through the Transmission Expansion
Advisory Committee and the Subregional RTEP Committee.

(b) The Regional Transmission Expansion Plan shall be developed taking into account the
processes for coordinated regional transmission expansion planning established under the
following agreements: Joint Operating Agreement Between the Midwest Independent System
Operator, Inc. and PJM Interconnection, L.L.C.; Northeastern ISO/RTO Planning Coordination
Protocol; Joint Reliability Coordination Agreement Between the Midwest lindependent System
Operator, Inc.; PJIM Interconnection, L.L.C. and Progress Energy Carolinas. Coordinated
regional transmission expansion planning shall also incorporate input from parties that may be
impacted by the coordination efforts, including but not limited to, the Members, Transmission
Customers, electric utility regulatory agencies in the PJM Region, and the State Consumer
Advocates, in accordance with the terms and conditions of the applicable regional coordination
agreements.

(© The Regional Transmission Expansion Plan shall be developed by the Office of the
Interconnection in consultation with the Transmission Expansion Advisory Committee during
the enhancement and expansion study process.

(d) The Regional Transmission Expansion Plan shall be developed taking into account the
processes for coordination of the rRegional and subregional systems.

1.5.6 Development of the Recommended Regional Transmission Expansion Plan.

@ The Office of the Interconnection shall be responsible for the development of the
Regional Transmission Expansion Plan and for conducting the studies, including sensitivity
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studies and scenario analyses on which the plan is based. The Regional Transmission Expansion
Plan, including the Regional RTEP Projects, the Subregional RTEP Projects and the
Supplemental Projects shall be developed through an open and collaborative process with
opportunity for meaningful participation through the Transmission Expansion Advisory
Committee and the Subregional RTEP Committees.

(b) The Transmission Expansion Advisory Committee and the Subregional RTEP Committees
shall each facilitate a minimum of one initial assumptions meeting to be scheduled at the
commencement of the RFEPRegional Transmission Expansion Plan process. The purpose of the
assumptions meeting shall be to provide an open forum to discuss the following: (i) the
assumptions to be used in performing the evaluation and analysis of the potential enhancements
and expansions to the Transmission Facilities; (i) Public Policy Objectives for consideration in
the Office of the Interconnection’s transmission planning analyses; (iii) the impacts of regulatory
actions, projected changes in load growth, demand response resources, energy efficiency
programs, price responsive demand, generating additions and retirements, market efficiency and
other trends in the industry; and (iv) alternative sensitivity studies, modeling assumptions and
scenario analyses proposed by the Committee participants. Prior to the initial assumptions
meeting, Committee participants will be afforded the opportunity to provide input and submit
suggestions regarding the information identified in items (i) through (iv) of this subsection. A
range of assumptions to be used in the studies and scenario analyses shall be determined by the
Office of the Interconnection, considering the advice and recommendations of the Transmission
Expansion Advisory Committee and Subregional RTEP Committees participants and shall be
documented and publicly posted for review.

(c) After the assumptions meeting(s), the Transmission Expansion Advisory Committee and
the Subregional RTEP Committees shall facilitate additional meetings and shall post all
communications required to provide early opportunity for the committee participants (as defined
in Sections 1.3(b) and 1.3(c) of this Schedule 6) to review and evaluate the following arising
from the studies performed by the Office of the Interconnection, including sensitivity studies and
scenario analyses: (i) any identified violations of reliability criteria and analyses of the market
efficiency and operational performance of the Ttransmission Ssystem; (ii) potential transmission
solutions, including any acceleration, deceleration or modifications of a potential expansion or
enhancement based on the results of sensitivities studies and scenario analyses; and (iii) the
proposed RFEPRegional Transmission Expansion Plan. These meetings will be scheduled as
deemed necessary by the Office of the Interconnection or upon the request of the Transmission
Expansion Advisory Committee or the Subregional RTEP Committees. The Office of the
Interconnection will provide updates on the status of the development of the RFEPRegional
Transmission Expansion Plan at these meetings or at the regularly scheduled meetings of the
PIM-Planning Committee.

(d) In addition, the Office of the Interconnection shall facilitate periodic meetings with the
Independent State Agencies Committee-4SAC) to discuss: (i) the assumptions to be used in
performing the evaluation and analysis of the potential enhancements and expansions to the
Transmission Facilities; (ii) regulatory initiatives, as appropriate, including state regulatory
agency initiated programs, and other Public Policy Objectives, to consider including in the
Office of the Interconnection’s transmission planning analyses, (iii) the impacts of regulatory
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actions, projected changes in load growth, demand response resources, energy efficiency
programs, generating capacity, market efficiency and other trends in the industry; and (iv)
alternative sensitivity studies, modeling assumptions and scenario analyses proposed by-1SAGC
Independent State Agencies Committee. At such meetings, the Office of the Interconnection also
shall discuss the current status of the enhancement and expansion study process. The {SAC
Independent State Agencies Committee may request that the Office of Interconnection schedule
additional meetings as necessary. The Office of the Interconnection shall inform the
Transmission Expansion Advisory Committee and the Subregional RTEP Committees, as
appropriate, of the input of the 1SACIndependent State Agencies Committee and shall consider
such input in developing the range of assumptions to be used in the studies and scenario
analyses described in subsSection (b), above.

(e) Upon completion of its studies and analysis, including sensitivity studies and scenario
analyses the Office of the Interconnection shall post on the PJM website the violations, system
conditions, economic constraints, and Public Policy Requirements as detailed in Section 1.5.8(b)
of this Schedule 6 to afford entities an opportunity to submit proposed prepare-a-recemmended
enhancement-and-expansionplan-which-shatH-nelude-enhancements or expansions to address
the posted violations, system conditions, economic constraints and Public Policy Requirements
as provided for in Section 1.5.8(c) of this Schedule 6. Following the close of a proposal window,
the Office of the Interconnection shall: (i) post all proposals submitted pursuant to Section
1.5.8(c) of this Schedule 6; (ii) consider proposals submitted during the proposal windows
consistent Wlth Sectlon 1.5. 8(d) of this Schedule 6 and develop a recommended plamelenfemeeHe

%epanaen—AdwserLGemmmee Followmg review by the Transmlssmn ExpanS|on AdV|sory
Committee_of proposals, the Office of the Interconnection, based on identified needs and the

timing of such needs, and taking into account the sensitivity studies, modeling assumption
variations and scenario analyses considered pursuant to Section 1.5.3 of this Schedule 6, shall
determine, which more efficient or cost-effective enhancements and expansions shall be included
in the recommended plan, including any-alternative-transmission-solutions identified as a result
of the sensitivity studies, modeling assumption variations, and scenario analyses, that may
accelerate, decelerate or modify a potential reliability, market efficiency or operational
performance expansion or enhancement identified as a result of the sensitivity studies, modeling
assumption variations and scenario analyses, shall be included in the recommended plan. The
Office of the Interconnection shall post the proposed recommended plan for review and
comment by the Transmission Expansion Advisory Committee. The Transmission Expansion
Advisory Committee shall facilitate open meetings and communications as necessary to provide
opportunity for the Transmission Expansion Advisory Committee participants to collaborate on
the preparation of the recommended enhancement and expansion plan. The Office of the
Interconnection also shall invite interested parties to submit comments on the plan to the
Transmission Expansion Advisory Committee and to the Office of the Interconnection before
submitting the recommended plan to the PJM Board for approval.
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)] The recommended plan shall separately identify enhancements and expansions for the
three PJM subregions, the PJIM Mid-Atlantic Region, the PJM West Region, and the PJM South
Region, and shall incorporate recommendations from the Subregional RTEP Committees.

(0) The recommended plan shall separately identify enhancements and expansions that are
classified as Supplemental Projects.

(h) The recommended plan shall identify enhancements and expansions that relieve
transmission constraints and which, in the judgment of the Office of the Interconnection, are
economically justified. Such economic expansions and enhancements shall be developed in
accordance with the procedures, criteria and analyses described in Sections 1.5.7 and 1.5.8 of
this Schedule 6below.

0] The recommended plan shall identify enhancements and expansions proposed by a state
or states pursuant to Section 1.5.9 of this Schedule 6.

()  The recommended plan shall include proposed Merchant Transmission Facilities within
the PJM Region and any other enhancement or expansion of the Transmission System requested
by any participant which the Office of the Interconnection finds to be compatible with the
Transmission System, though not required pursuant to Section 1.1, provided that (1) the
requestor has complied, to the extent applicable, with the procedures and other requirements of
Parts IV and VI of the PIM Tariff; (2) the proposed enhancement or expansion is consistent with
applicable reliability standards, operating criteria and the purposes and objectives of the regional
planning protocol; (3) the requestor shall be responsible for all costs of such enhancement or
expansion (including, but not necessarily limited to, costs of siting, designing, financing,
constructing, operating and maintaining the pertinent facilities), and (4) except as otherwise
provided by Parts IV and VI of the PIM Tariff with respect to Merchant Network Upgrades, the
requestor shall accept responsibility for ownership, construction, operation and maintenance of
the enhancement or expansion through an undertaking satisfactory to the Office of the
Interconnection.

(}]k)  For each enhancement or expansion that is included in the recommended plan, the plan
shall consider, based on the planning analysis: other input from participants, including any
indications of a willingness to bear cost responsibility for such enhancement or expansion; and,
when applicable, relevant projects being undertaken to ensure the simultaneous feasibility of
Stage 1A ARRs, to facilitate Incremental ARRs pursuant to the provisions of Section 7.8 of
Schedule 1 of this Agreement, or to facilitate upgrades pursuant to Parts I, 111, or V1 of the PIM
Tariff, and designate one or more Transmission Owners or other entities to construct, own and,
unless otherwise provided, finance the recommended transmission enhancement or expansion.
To the extent that one or more Transmission Owners are designated to construct, own and/or
finance a recommended transmission enhancement or expansion, the recommended plan shall
designate the Transmission Owner that owns transmission facilities located in the Zone where
the particular enhancement or expansion is to be located. Otherwise, any designation under this
paragraph of one or more thar-ene-entityies to construct, own and/or finance a recommended
transmission enhancement or expansion shall also include a designation of prepertional-partial
responsibility among them. Nothing herein shall prevent any Transmission Owner or other entity
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designated to construct, own and/or finance a recommended transmission enhancement or
expansion from agreeing to undertake its responsibilities under such designation jointly with
other Transmission Owners or other entities.

(k)  Based on the planning analysis and other input from participants, including any
indications of a willingness to bear cost responsibility for an enhancement or expansion, the
recommended plan shall, for any enhancement or expansion that is included in the plan,
designate (1) the Market Participant(s) in one or more Zones, or any other party that has agreed
to fully fund upgrades pursuant to this Agreement or the PJM Tariff, that will bear cost
responsibility for such enhancement or expansion, as and to the extent provided by any provision
of the PJM Tariff or this Agreement, (2) in the event and to the extent that no provision of the
PJM Tariff or this Agreement assigns cost responsibility, the Market Participant(s) in one or
more Zones from which the cost of such enhancement or expansion shall be recovered through
charges established pursuant to Schedule 12 of the Tariff, and (3) in the event and to the extent
that the Coordinated System Plan developed under the Joint Operating Agreement Between the
Midwest Independent System Operator, Inc. and PJM Interconnection, L.L.C. assigns cost
responsibility, the Market Participant(s) in one or more Zones from which the cost of such
enhancement or expansion shall be recovered. Any designation under clause (2) of the preceding
sentence (A) shall further be based on the Office of the Interconnection’s assessment of the
contributions to the need for, and benefits expected to be derived from, the pertinent
enhancement or expansion by affected Market Participants and, (B); subject to FERC review and
approval, shall be incorporated in any amendment to Schedule 12 of the PJM Tariff that
establishes a Transmission Enhancement Charge Rate in connection with an economic expansion
or enhancement developed under Sections 1.5.6(h) and 1.5.7 of this Schedule 6, (C) the costs
associated with expansions and enhancements required to ensure the simultaneous feasibility of
stage 1A Auction Revenue Rights allocated pursuant to Section 7 of Schedule 1 of this
Agreement shall (1) be allocated across transmission zones based on each zone’s stage 1A
eligible Auction Revenue Rights flow contribution to the total stage 1A eligible Auction
Revenue Rights flow on the facility that limits stage 1A ARR feasibility and (2) within each
transmission zone the Network Service Users and Transmission Customers that are eligible to
receive stage 1A Auction Revenue Rights shall be the Responsible Customers under Section (b)
of Schedule 12 of the PJM Tariff for all expansions and enhancements included in the Regional
Transmission Expansion Plan to ensure the simultaneous feasibility of stage 1A Auction
Revenue Rights, and (D) the costs associated with expansions and enhancements required to
reduce to zero the Locational Price Adder for LDAs as described in Section 15 of Attachment
DD of OATT shall (1) be allocated across Zones based on each Zone’s pro rata share of load in
such LDA and (2) within each Zone, to all LSEs serving load in such LDA pro rata based on
such load.

Any designation under clause (3), above, (A) shall further be based on the Office of the
Interconnection’s assessment of the contributions to the need for, and benefits expected to be
derived from, the pertinent enhancement or expansion by affected Market Participants, and (B),
subject to FERC review and approval, shall be incorporated in an amendment to a Schedule of
the PIJM Tariff which establishes a charge in connection with the pertinent enhancement or
expansion. Before designating fewer than all customers using Point-to-Point Transmission
Service or Network Integration Transmission Service within a Zone as customers from which the
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costs of a particular enhancement or expansion may be recovered, Transmission Provider shall
consult, in a manner and to the extent that it reasonably determines to be appropriate in each such
instance, with affected state utility regulatory authorities and stakeholders. When the plan
designates more than one responsible Market Participant, it shall also designate the proportional
responsibility among them. Notwithstanding the foregoing, with respect to any facilities that the
Regional Transmission Expansion Plan designates to be owned by an entity other than a
Transmission Owner, the plan shall designate that entity as responsible for the costs of such
facilities.

(bm)  Certain Regional RTEP Project(s) and Subregional RTEP Project(s) may not be required
for compliance with the following PJM criteria: system reliability, market efficiency or
operational performance, pursuant to a determination by the Office of the Interconnection.
These Supplemental Projects shall be separately identified in the RTEP and are not subject to
approval by the PJM Board.

ofEach vear the Transmission Expansion Advisory Committee shall review and comment on the
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| assumptions to be used in performing the market efficiency analysis deseribed-in-this-section-to
identify enhancements or expansions that could relieve transmission constraints that have an
economic impact (“economic constraints”). Such assumptions shall include, but not be limited
to, the discount rate used to determine the present value of the Total Annual Enhancement
Benefit and Total Enhancement Cost, and the annual revenue requirement, including the
recovery period, used to determine the Total Enhancement Cost. The discount rate shall be
based on the Transmission Owners’ most recent after-tax embedded cost of capital weighted by
each Transmission Owner’s total transmission capitalization. Each year, each Transmission
Owner shaH-will be requested to provide the Office of the Interconnection with the Transmission
Owner’s most recent after-tax embedded cost of capital, total transmission capitalization, and
levelized carrying charge rate, including the recovery period. The recovery period shall be
consistent with recovery periods allowed by the Commission for comparable facilities. Prior to
PJM Board consideration of such assumptions, the assumptions shall be presented to the
Transmission Expansion Advisory Committee for review and comment._Following review and
comment by the Transmission Expansion Advisory Committee, the Office of the Interconnection
shall submit the assumptions to be used in performing the market efficiency analysis described in
this Section 1.5.7 to the PJM Board for consideration.

(b) Following PJM Board apprevat-consideration of the assumptions, the Office of the
Interconnection shall perform a market efficiency analysis to compare the costs and benefits of:
(1) accelerating reliability-based enhancements or expansions already included in the Regional
Transmission Plan that if accelerated also could relieve one or more economic constraints; (ii)
modifying reliability—based enhancements or expansions already included in the Regional
Transmission Plan that as modified would relieve one or more economic constraints; and (iii)

| adding new enhancements or expansions that could relieve one or more economic constraints,
but for which no reliability-based need has been identified. Economic constraints include, but
are not limited to, constraints that cause: (1) significant historical gross congestion; (2)
sighificant-historical unhedgeable-congestion{3)-pro-ration of Stage 1B ARR requests as
described in section 7.4.2(c) of Schedule 1 of this Agreement; or (43) significant simulated
congestion as forecasted in the market efficiency analysis._The timeline for the market
efficiency analysis and comparison of the costs and benefits for items 1.5.7(b)(i-iii) is described
in the PJM Manuals.

(© The process for conducting the market efficiency analysis described in subsection (b)
above shall include the following:

Q) The Office of the Interconnection shall identify and provide to the Transmission
Expansion Advisory Committee a list of economic constraints to be evaluated in the market
efficiency analysis.

(i) The Office of the Interconnection shall identify any planned reliability-based
enhancements or expansions already included in the Regional Transmission Expansion Plan,
which if accelerated would relieve such constraints, and present any such proposed reliability-
based enhancements and expansions to be accelerated to the Transmission Expansion Advisory
Committee for review and comment. The PJM Board, upon consideration of the advice of the
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Transmission Expansion Advisory Committee, thereafter shall consider and vote to approve any
accelerations.

(iii)  The Office of the Interconnection shall evaluate whether including any additional
economic-based enhancements or expansions in the Regional Transmission Expansion Plan or
modifications of existing Regional Transmission Expansion Plan reliability-based enhancements
or expansions would relieve an economic constraint. In addition, pursuant to Section 1.5.8(c) of
this Schedule 6, any market participant at-any-time-may submit to the Office of the
Interconnection a proposal to construct an additional economic-based enhancement or expansion

to relleve an economic constralnt Ie%&eer&dered—w%naﬁee%eﬁrereney&n&lym

year—Upon completion of its evaluation, including consideration of any eligible market
participant proposed economic-based enhancements or expansions, the Office of the
Interconnection shall present to the Transmission Expansion Advisory Committee a description
of recommended-new economic-based enhancements and expansions for review and comment.
Upon consideration andef-the advice of the Transmission Expansion Advisory Committee, the
PJM Board shall consider any new economic-based enhancements and expansions for inclusion
in the Regional Transmission Plan and for those enhancements and expansions it approves, the
PJM Board shall designate (a) the entity or entities that will be responsible for constructing and
owning or financing the additional economic-based enhancements and expansions, (b) the
estimated costs of such enhancements and expansions, and (c) the market participants that will
bear responsibility for the costs of the additional economic-based enhancements and expansions
pursuant to Ssection 1.5.6(kl) of this Schedule 6. In the event the entity or entities designated as
responsible for construction, owning or financing a designated new economic-based
enhancement or expansion declines to construct, own or finance the new economic-based
enhancement or expansion, the enhancement or expansion will not be included in the Regional
Transmission Expansion Plan but will be included in the report filed with the FERC in
accordance with seetions-Sections 1.6 and 1.7 of this Schedule 6. This report also shall include
information regarding PJM Board approved accelerations of reliability-based enhancements or
expansions that an entity declines to accelerate.

(d) To determine the economic benefits of accelerating or modifying planned reliability-
based enhancements or expansions or of constructing additional economic based enhancements
or expansions and whether such economic-based enhancements or expansion are eligible for
inclusion in the Regional Transmission Expansion Plan, the Office of the Interconnection shall
perform and compare market simulations with and without the proposed accelerated or modified
planned reliability-based enhancements or expansions or the additional economic-based
enhancements or expansions as applicable, using the Benefit/Cost Ratio calculation set forth
below in this seetien-Section 1.5.7(d). An economic-based enhancement or expansion shall be
considered for inclusioninetuded in the Regional Transmission Expansion Plan and
recommended to the PJM Board, if the relative benefits and costs of the economic-based
enhancement or expansion meet a Benefit/Cost Ratio Threshold of at least 1.25:1.

The Benefit/Cost Ratio shall be determined as follows:
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Benefit/Cost Ratio = [Present value of the Total Annual Enhancement Benefit for each of
the first 15 years of the life of the enhancement or expansion] + [Present value of the
Total Enhancement Cost for each of the first 15 years of the life of the enhancement or

expansion]

Where

Total Annual Enhancement Benefit = Energy Market Benefit + Reliability Pricing

Model Benefit

and

Energy Market Benefit = [.70] * [Change in Total Energy Production
Cost] +[.30] * [Change in Load Energy Payment]

and

and

Change in Total Energy Production Cost = [the estimated total
annual fuel costs, variable O&M costs, and emissions costs of the
dispatched resources in the PJIM Region without the economic-
based enhancement or expansion] — [the estimated total annual fuel
costs, variable O&M costs, and emissions costs of the dispatched
resources in the PJM Region with the economic-based
enhancement or expansion]

Change in Load Energy Payment = [the annual sum of (the hourly
estimated zonal load megawatts for each Zone) * (the hourly
estimated zonal Locational Marginal Price for each Zone without
the economic-based enhancement or expansion)] — [the annual sum
of (the hourly estimated zonal load megawatts for each Zone) *
(the hourly estimated zonal Locational Marginal Price for each
Zone with the economic-based enhancement or expansion)] — [the
change in value of transmission rights for each Zone with the
economic-based enhancement or expansion (as measured using
currently allocated Auction Revenue Rights plus additional
Auction Revenue Rights made available by the proposed
acceleration or modification of the planned reliability-based
enhancement or expansion or new economic based enhancement or
expansion)]. For economic-based enhancements and expansions
for which cost responsibility is assigned pursuant to sectien
Section (b)(i) of Schedule 12 of the PIM Tariff, the Change in the
Load Energy Payment shall be the sum of the Change in Load
Energy Payment in all Zones. For economic-based enhancements
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and

or expansions for which cost responsibility is assigned pursuant to
seetion-Section (b)(v) of Schedule 12 of the PJM Tariff, the
Change in Load Energy Payment shall be the sum of the Change in
the Load Energy Payment only of the Zones that show a decrease
in Load Energy Payment.

Reliability Pricing Benefit = [.70] * [Change in Total System Capacity
Cost] + [.30] * [Change in Load Capacity Payment]

and

and

Change in Total System Capacity Cost = [the sum of (the
megawatts that are estimated to be cleared in the Base Residual
Auction under Attachment DD of the PIJM Tariff) * (the prices that
are estimated to be contained in the Sell Offers for each such
cleared megawatt without the economic-based enhancement or
expansion) * (the number of days in the study year)] — [the sum of
(the megawatts that are estimated to be cleared in the Base
Residual Auction under Attachment DD of the PJM Tariff) * (the
prices that are estimated to be contained in the Sell Offers for each
such cleared megawatt with the economic-based enhancement or
expansion) * (the number of days in the study year)]

Change in Load Capacity Payment = [the sum of (the estimated
zonal load megawatts in each Zone) * (the estimated Final Zonal
Capacity Prices under Attachment DD of the PIJM Tariff without
the economic-based enhancement or expansion) * (the number of
days in the study year)] — [the sum of (the estimated zonal load
megawatts in each Zone) * (the estimated Final Zonal Capacity
Prices under Attachment DD of the PIM Tariff with the economic-
based enhancement or expansion) * (the number of days in the
study year)]. The Change in Load Capacity Payment shall take
account of the change in value of Capacity Transfer Rights in each
Zone, including any additional Capacity Transfer Rights made
available by the proposed acceleration or modification of the
planned reliability-based enhancement or expansion or new
economic based enhancement or expansion. For economic-based
enhancements and expansions for which cost responsibility is
assigned pursuant to section-Section (b)(i) of Schedule 12 of the
PJM Tariff, the Change in the Load Capacity Payment shall be the
sum of the change in Load Capacity Payment in all Zones. For
economic-based enhancements or expansions for which cost
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responsibility is assigned pursuant to seetien-Section (b)(v) of
Schedule 12 of the PJM Tariff, the Change in Load Capacity
Payment shall be the sum of the change in the Load Capacity
Payment only of the Zones that show a decrease in Load Capacity
Payment.

and

Total Enhancement Cost (except for accelerations of planned reliability-
based enhancements or expansions) = the estimated annual revenue
requirement for the economic-based enhancement or expansion.

Total Enhancement Cost (for accelerations of planned reliability-based
enhancements or expansions) = the estimated change in annual revenue
requirement resulting from the acceleration of the planned reliability-
based enhancement or expansion, taking account of all of the costs
incurred that would not have been incurred but for the acceleration of the
planned reliability-based enhancement or expansion.

(e) For informational purposes only, to assist the Office of the Interconnection and the
Transmission Expansion Advisory Committee in evaluating the economic benefits of
accelerating planned reliability-based enhancements or expansions or of constructing a new
economic-based enhancement or expansion, the Office of the Interconnection shall calculate and
post on the PIM websiteinternetsite the change in the following metrics on a zonal and system-
wide basis: (i) total energy production costs (fuel costs, variable O&M costs and emissions
costs);(ii) total load energy payments (zonal load MW times zonal load Locational Marginal
Price); (iii) total generator revenue from energy production (generator MW times generator
Locational Marginal Price); (iv) Financial Transmission Right credits (as measured using
currently allocated Auction Revenue Rights plus additional Auction Revenue Rights made
available by the proposed acceleration or modification of a planned reliability-based
enhancement or expansion or new economic based enhancement or expansion); (v) marginal loss
surplus credit; and (vi) total capacity costs and load capacity payments under the Office of the
Interconnection’s Commission-approved capacity construct.

()] To assure that new economic-based enhancements and expansions included in the
Regional Transmission Expansion Plan continue to be cost beneficial, the Office of the
Interconnection annually shall review the costs and benefits of constructing such enhancements
and expansions. In the event that there are changes in these costs and benefits, the Office of the
Interconnection shall review the changes in costs and benefits with the Transmission Expansion
Advisory Committee and recommend to the PJIM Board whether the new economic-based
enhancements and expansions continue to provide measurable benefits, as determined in
accordance with subsection (d), and should remain in the Regional Transmission Expansion
Plan. The annual review of the costs and benefits of constructing new economic-based
enhancements and expansions included in the Regional Transmission Expansion Plan shall
include review of changes in cost estimates of the economic-based enhancement or expansion,
and changes in system conditions, including but not limited to, changes in load forecasts, and
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anticipated Merchant Transmission Facilities, generation, and demand response, consistent with
the requirements of Section 1.5.7(i) of this Schedule 6-subsection{(k}.

{h}——For new economic enhancements or expansions with costs in excess of $50 million, an
independent review of such costs shall be performed to assure both consistency of estimating
practices and that the scope of the new economic-based enhancements and expansions is
consistent with the new economic-based enhancements and expansions as recommended in the
market efficiency analysis.

(jh)  Atany time, market participants may submit to the Office of the Interconnection requests
to interconnect Merchant Transmission Facilities or generation facilities pursuant to Parts IV and
V| of the PIM Tariff that could address an economic constraint. In the event the Office of the
Interconnection determines that the interconnection of such facilities would relieve an economic
constraint, the Office of the Interconnection may designate the project as a “market solution”
and, in the event of such designation, Section 216 sectiens-36A-er-41A of the PIM Tariff, as
applicable, shall apply to the project.

(ki)  The assumptions used in the market efficiency analysis described in subsection (b) and
any review of costs and benefits pursuant to subsection (f) shall include, but not be limited to, the

following:

(i)

(i)

Timely installation of Qualifying Transmission Upgrades, as
defined in section-Section 2.5.7 of Attachment DD of the PIM
Tariff, that are committed to the PJM Region as a result of any
Reliability Pricing Model Auction pursuant to Attachment DD of
the PIJM Tariff or any FRR Capacity Plan pursuant to Schedule 8.1
of the Reliability Assurance Agreement Among Load-Serving
Entities in the PJM Region_(“Reliability Assurance Agreement”);

(X3 29

Availability of Generation Capacity Resources, as defined by
section-Section 1.33 of the Reliability Assurance AgreementRAA,
that are committed to the PJM Region as a result of any Reliability
Pricing Model Auction pursuant to Attachment DD of the PJM
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Tariff or any FRR Capacity Plan pursuant to Schedule 8.1 of the
Reliability Assurance AgreementRAA.

(iii)  Awvailability of Demand Resources as defined in section-Section
1.13 of the Reliability Assurance AgreementRAA that are
committed to the PJM Region as a result of any Reliability Pricing
Model Auction pursuant to Attachment DD of the PJM Tariff or
any FRR Capacity Plan pursuant to Schedule 8.1 of the Reliability
Assurance AgreementRAA.

(iv)  AeababdbrollmResonices cortdedsurcrapilosechontA2-o-
Attachment DD of the PIM Tariff.

{——Addition of Customer Facilities pursuant to an executed
Interconnection Service Agreement or executed Interim
Interconnection Service Agreement for which an Interconnection
Service Agreement is expected to be executed.

(vi)  Addition of Customer-Funded Upgrades pursuant to an executed
Interconnection Construction Service Agreement or an Upgrade
Construction Service Agreement.

(vit)  Expected level of demand response over at least the ensuing fifteen
years based on analyses that consider historic levels of demand
response, expected demand response growth trends, impact of
capacity prices, current and emerging technologies.

(viit) Expected levels of potential new generation and generation
retirements over at least the ensuing fifteen years based on
analyses that consider generation trends based on existing
generation on the system, generation in the PJM interconnection
queues and Capacity Resource Clearing Prices under Attachment
DD of the PJM Tariff. If the Office of the Interconnection finds
that the PIJM reserve requirement is not met in any of its future
year market efficiency analyses then it will model adequate future
generation based on type and location of generation in existing
PJM interconnection queues.

(bxviii) Items (i) through (vi) will be included in the market efficiency

assumptions if qualified for consideration by befereJanuary-1-of
the year that the assumptions are presented to the PJM Board for

apprevabinJdune. In the event that any of the items listed in (i)
through (vi) above qualify for inclusion in the market efficiency

analysis assumptions, however, because of the timing of the
qualification the item was not included in the assumptions used in
developing the most recent Regional Transmission Expansion
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Plan, the Office of the Interconnection, to the extent necessary,
shall notify any entity constructing an economic-based
enhancement or expansion that may be affected by inclusion of
such item in the assumptions for the next market efficiency
analysis described in subsection (b) and any review of costs and
benefits pursuant to subsection (f) that the need for the economic-
based enhancement or expansion may be diminished or obviated as
a result of the inclusion of the qualified item in the assumptions for
the next annual market efficiency analysis or review of costs and
benefits.

(}y)  Forinformational purposes only, with regard to economic-based enhancements or
expansions that are included in the Regional Transmission Expansion Plan pursuant to
subsection (d) of this seetion-Section 1.5.7, the Office of the Interconnection shall perform
senS|t|V|ty analyses consistent with Section 1.5.3 of this Schedule 6areuﬂd—ke%m|eufes—suehas

tons and shaII prowde the
results of such senS|t|V|ty analyses to the Transmission Expan3|on AdV|sory Committee.

1.5.8 Development of Long-lead Projects, Short-term Projects, and Immediate-need
Reliability Projects.

(@) Pre-Qualification Requirements. On an annual basis, entities that desire to be the
Designated Entity for Immediate-need Reliability Projects, Short-term Projects, or Long-lead
Projects shall submit to the Office of the Interconnection during the pre-gualification window,
noticed by the Office of the Interconnection, the following information: (i) name and address of
the entity; (ii) the technical and engineering qualifications of the entity or its affiliate, partner, or
parent company; (iii) the demonstrated experience of the entity or its affiliate, partner, or parent
company to develop, construct, maintain, and operate transmission facilities, including a list or
other evidence of transmission facilities the entity, its affiliate, partner, or parent company
previously developed, constructed, maintained, or operated; (iv) the previous record of the entity
or its affiliate, partner, or parent company regarding construction, maintenance, or operation of
transmission facilities both inside and outside of the PJM Region; (v) the capability of the entity
or its affiliate, partner, or parent company to adhere to standardized construction, maintenance
and operating practices; (vi) the financial statements of the entity or its affiliate, partner, or
parent company for the most recent fiscal quarter, as well as the most recent three fiscal years, or
the period of existence of the entity, if shorter, or such other evidence demonstrating an entity’s
current and expected financial capability acceptable to the Office of the Interconnection; (vii) a
commitment by the entity to execute the Consolidated Transmission Owners Agreement, if the
entity becomes a Designated Entity; (viii) evidence demonstrating the ability of the entity to
address and timely remedy failure of facilities; (ix) a description of the experience of the entity in
acquiring rights of way; and (x) such other supporting information that the Office of
Interconnection requires to make the pre-qualification determinations consistent with this
Section. Based on this information, and prior to the opening of the next project proposal
window, the Office of the Interconnection shall determine whether an entity is qualified to be a
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Designated Entity and shall notify the entity of such determination. In the event the Office of the
Interconnection determines that an entity is not qualified to be a Designated Entity, the Office of
the Interconnection shall include in the notification the basis for its determination. The entity
shall have 30 days or other such period as may be agreed to by the Office of the Interconnection
to submit additional information, which the Office of the Interconnection shall consider in re-
evaluating whether the entity is qualified to be a Designated Entity. The Office of the
Interconnection shall notify the entity of the results of this re-evaluation within 15 business days
of receiving the additional information or such other reasonable time period as needed by the
Office of the Interconnection to make the determinations required by this Section prior to the
opening of the next project proposal window. If an entity is notified by the Office of the
Interconnection that the entity does not qualify to be a Designated Entity, such entity may
request dispute resolution pursuant to Schedule 5 of the Operating Agreement. If an entity was
gualified to be a Designated Entity in the previous year, such entity is not required to re-submit
information to qualify to be a Designated Entity in the current year provided, however, that such
entity must submit to the Office of the Interconnection all updated information at the time the
information has changed. In the event an entity submits updated information, the Office of the
Interconnection shall determine whether the entity continues to qualify to be a Designated Entity
and shall notify the entity of its determination within a reasonable period of time prior to the
opening of the next proposal window. As determined by the Office of the Interconnection, an
entity may pre-qualify outside the annual pre-qualification window for good cause shown. This
Section shall not apply to entities that desire to propose projects for inclusion in the
recommended plan but do not intend to be a Designated Entity.

(b) Posting of Transmission System Needs. Upon identification of existing and projected
limitations on the Transmission System’s physical, economic and/or operational capability or
performance in the enhancement and expansion analysis process described in this Schedule 6 and
the PJIM Manuals, and after consideration of non-transmission solutions, the Office of the
Interconnection shall post on the PJM website the violations, system conditions, and economic
constraints, and Public Policy Requirements, including (i) federal Public Policy Requirements;
(i1) state Public Policy Requirements identified or agreed-to by the states in the PJM Region,
which could be addressed by potential Short-term Projects, Long-lead Projects or projects
determined pursuant to the State Agreement Approach in Section 1.5.9 of this Schedule 6, as
applicable. The Office of the Interconnection also shall post an explanation regarding why
transmission needs associated with federal or state Public Policy Requirements were identified
but were not selected for further evaluation.

(c) Project Proposal Windows. The Office of the Interconnection shall provide notice to
stakeholders of a 30-day proposal window for Short-term Projects and a 120-day proposal
window for Long-lead Projects. The Office of Interconnection may (i) shorten the proposal
windows should the identified need require a shorter proposal window to meet the needed in-
service date of the proposed enhancements or expansions; or (ii) extend the windows as needed
to accommodate updated information regarding system conditions. During these windows, the
Office of the Interconnection will accept proposals for potential enhancements or expansions to
address the posted violations, system conditions, economic constraints, as well as Public Policy

Requirements.
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(c)(1) Proposals submitted in the proposal windows must contain: (i) the name and
address of the proposing entity; (ii) a statement whether the entity intends to be the Designated
Entity for the proposed project; (iii) the location of proposed project, including source and sink,
if applicable; (iv) relevant engineering studies, and other relevant information as described in the
PJM Manuals pertaining to the proposed project; (v) a proposed initial construction schedule
including projected dates on which needed permits are required to be obtained in order to meet
the required in-service date; and (vi) cost estimates and analyses that provide sufficient detail for
the Office of Interconnection to review and analyze the proposed cost of the project.

(c)(2) If the proposing entity states that it intends to be a Designated Entity, the proposal
also must contain information to the extent not previously provided pursuant to Section 1.5.8(a)
demonstrating: (i) technical and engineering qualifications of the entity, its affiliate, partner, or
parent company relevant to construction, operation, and maintenance of the proposed project; (ii)
experience of the entity, its affiliate, partner, or parent company in developing, constructing,
maintaining, and operating the type of transmission facilities contained in the project proposal;
(iii) the emergency response capability of the entity that will be operating and maintaining the
proposed project; (iv) evidence of transmission facilities the entity, its affiliate, partner, or parent
company previously constructed, maintained, or operated; (v) the ability of the entity or its
affiliate, partner, or parent company to obtain adequate financing relative to the proposed project,
which may include a letter of intent from a financial institution approved by the Office of the
Interconnection or such other evidence of the financial resources available to finance the
construction, operation, and maintenance of the proposed project; (vi) the managerial ability of
the entity, its affiliate, partner, or parent company to contain costs and adhere to construction
schedules for the proposed project, including a description of verifiable past achievement of
these goals; (vii) a demonstration of other advantages the entity may have to construct, operate,
and maintain the proposed project, including any cost commitment the entity may wish to
submit; and (viii) any other information that may assist the Office of the Interconnection in
evaluating the proposed project.

(c)(3) The Office of the Interconnection may request additional reports or information
that it determines are reasonably necessary to evaluate the specific project proposal pursuant to
the criteria set forth in Sections 1.5.8(¢) and 1.5.8(f) of this Schedule 6. If the Office of the
Interconnection determines any of the information provided in a proposal is deficient or it
requires additional reports or information to analyze the submitted proposal, the Office of the
Interconnection shall notify the proposing entity of such deficiency or request. Within 10
business days of receipt of the notification of deficiency and/or request for additional reports or
information, or other reasonable time period as determined by the Office of the Interconnection,
the proposing entity shall provide the necessary information.

(c)(4) The request for additional reports or information by the Office of the
Interconnection pursuant to Section 1.5.8(c)(3) of this Schedule 6 may be used only to clarify a
proposed project as submitted. In response to the Office of the Information’s request for
additional reports or information, the proposing entity may not submit a new project proposal or
modifications to a proposed project once the proposal window is closed. In the event that the
proposing entity fails to timely cure the deficiency or provide the requested reports or
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information regarding a proposed project, the proposed project will not be considered for
inclusion in the recommended plan.

(d) Posting and Review of Projects. Following the close of a proposal window, the Office
of the Interconnection shall post on the PJM website all proposals submitted pursuant to Section
1.5.8(c) of this Schedule 6. All proposals addressing state Public Policy Requirements shall be
provided to the applicable states in the PJM Region for review and consideration as a
Supplemental Project or a state public policy project consistent with Section 1.5.9 of this
Schedule 6. The Office of the Interconnection shall review all proposals submitted during a
proposal window and determine and present to the Transmission Expansion Advisory Committee
the proposals that merit further consideration for inclusion in the recommended plan. In making
this determination, the Office of the Interconnection shall consider the criteria set forth in
Sections 1.5.8(e) and 1.5.8(f) of this Schedule 6. The Office of the Interconnection shall post on
the PJM website and present to the Transmission Expansion Advisory Committee for review and
comment descriptions of the proposed enhancements and expansions, including any proposed
Supplemental Projects or state public policy projects identified by a state(s). Based on review
and comment by the Transmission Expansion Advisory Committee, the Office of the
Interconnection may, if necessary conduct further study and evaluation. The Office of the
Interconnection shall post on the PJM website and present to the Transmission Expansion
Advisory Committee the revised enhancements and expansions for review and comment. After
consultation with the Transmission Expansion Advisory Committee, the Office of the
Interconnection shall determine the more efficient or cost-effective transmission enhancements
and expansions for inclusion in the recommended plan consistent with this Schedule 6.

(e) Criteria for Considering Inclusion of a Project in the Recommended Plan. In
determining whether a Short-term Project or Long-lead Project proposed pursuant to Section
1.5.8(c), individually or in combination with other Short-term Projects or Long-lead Projects, is
the more efficient or cost-effective solution and therefore should be included in the
recommended plan, the Office of the Interconnection, taking into account sensitivity studies and
scenario analyses considered pursuant to Section 1.5.3 of this Schedule 6, shall consider the
following criteria, to the extent applicable: (i) the extent to which a Short-term Project or Long-
lead Project would address and solve the posted violation, system condition, or economic
constraint; (ii) the extent to which the relative benefits of the project meets a Benefit/Cost Ratio
Threshold of at least 1.25:1 as calculated pursuant to Section 1.5.7(d) of this Schedule 6; (iii) the
extent to which the Short-term Project or Long-lead Project would have secondary benefits, such
as addressing additional or other system reliability, operational performance, economic
efficiency issues or federal Public Policy Requirements or state Public Policy Requirements
identified by the states in the PJM Region; and (iv) other factors such as cost-effectiveness, the
ability to timely complete the project, and project development feasibility.

(H Entity-Specific Criteria Considered in Determining the Designated Entity for a
Project. In determining whether the entity proposing a Short-term Project or a Long-lead
Project recommended for inclusion in the plan shall be the Designated Entity, the Office of the
Interconnection shall consider: (i) whether in its proposal, the entity indicated its intent to be the
Designated Entity; (ii) whether the entity is pre-qualified to be a Designated Entity pursuant to
Section 1.5.8(a); (iii) information provided either in the proposing entity’s submission pursuant
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to Section 1.5.8(a) or 1.5.8(c)(2) relative to the specific proposed project that demonstrates: (1)
the technical and engineering experience of the entity or its affiliate, partner, or parent company,
including its previous record regarding construction, maintenance, and operation of transmission
facilities relative to the project proposed; (2) ability of the entity or its affiliate, partner, or parent
company to construct, maintain, and operate transmission facilities, as proposed, (3) capability of
the entity to adhere to standardized construction, maintenance, and operating practices, including
the capability for emergency response and restoration of damaged equipment; (4) experience of
the entity in acquiring rights of way; (5) evidence of the ability of the entity, its affiliate, partner,
or parent company to secure a financial commitment from an approved financial institution(s)
agreeing to finance the construction, operation, and maintenance of the project, if it is accepted
into the recommended plan; and (iv) any other factors that may be relevant to the proposed

project.

(q) Procedures if No Long-lead Project Proposal is Determined to be the More Efficient
or Cost-Effective Solution. If the Office of the Interconnection determines that none of the
proposed Long-lead Projects received during the Long-lead Project proposal window would be
the more efficient or cost-effective solution to resolve a posted violation, system condition, or
economic constraint, the Office of the Interconnection may re-evaluate and re-post on the PJM
website the unresolved violations, system conditions, or economic constraints pursuant to
Section 1.5.8(b), provided such re-evaluation and re-posting would not affect the ability of the
Office of the Interconnection to timely address the identified reliability need. In the event that
re-posting and conducting such re-evaluation would prevent the Office of the Interconnection
from timely addressing the existing and projected limitations on the Transmission System that
give rise to the need for an enhancement or expansion, the Office of the Interconnection shall
propose a project to solve the posted violation, system condition or economic constraint for
inclusion in the recommended plan and shall present such project to the Transmission Expansion
Advisory Committee for review and comment. The Transmission Owner(s) in the Zone(s) where
the project is to be located shall be the Designated Entity(ies) for such project. In determining
whether there is insufficient time for re-posting and re-evaluation, the Office of the
Interconnection shall consider factors such as, but not limited to, the time necessary: (i) to obtain
requlatory approvals, (ii) to acquire long lead equipment, (iii) to meet construction schedules,
(iv) to complete the required in-service date, and (v) for other time-based factors impacting the
feasibility of achieving the required in-service date.

(h) Procedures if No Short-term Project Proposal is Determined to be the More
Efficient or Cost-Effective Solution. If the Office of the Interconnection determines that none
of the proposed Short-term Projects received during a Short-term Project proposal window
would be the more efficient or cost-effective solution to resolve a posted violation or system
condition, the Office of the Interconnection shall propose a Short-term Project to solve the
posted violation, or system condition for inclusion in the recommended plan and will present
such Short-term Project to the Transmission Expansion Advisory Committee for review and
comment. The Transmission Owner(s) in the Zone(s) where the Short-term Project is to be
located shall be the Designated Entity(ies) for the Project.

(i) Notification of Designated Entity. Within 10 business days of PJM Board approval of
the Regional Transmission Expansion Plan, the Office of the Interconnection shall notify the
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entities that have been designated as the Designated Entities for projects included in the Regional
Transmission Expansion Plan of such designations. In such notices, the Office of the
Interconnection shall provide the dates by which: (i) all necessary state approvals must be
obtained; and (ii) the projects must be in service.

(1) Acceptance of Designation. Within 30 days of receiving notification of its designation
as a Designated Entity, the Designated Entity shall notify the Office of the Interconnection of its
acceptance of such designation. Within 60 days of receiving notification of its designation, or
other reasonable time period as determined by the Office of the Interconnection, the Designated
Entity shall submit to the Office of the Interconnection a development schedule which shall
include, but not be limited to: (i) construction milestones necessary to develop and construct the
project to achieve the required in-service date, including milestone dates for obtaining all
necessary state approvals; (ii) a letter of credit as determined by the Office of Interconnection to
cover the incremental costs of construction resulting from reassignment of the project; and (iii)
an executed agreement with the Office of the Interconnection setting forth the rights and
obligations related to being the Designated Entity for the project.

(k) Failure of Designated Entity to Meet Milestones. In the event the Designated Entity
fails to provide a development schedule or letter of credit pursuant to Section 1.5.8(j); or fails to
meet a milestone in its development schedule that causes a delay of the project’s in-service date,
the Office of the Interconnection shall re-evaluate the need for the Short-term Project or Long-
lead Project, and based on that re-evaluation may: (i) retain the Short-term Project or Long-lead
Project in the Regional Transmission Expansion Plan; (ii) remove the Short-term Project or
Long-lead Project from the Regional Transmission Expansion Plan; or (iii) include an alternative
solution in the Regional Transmission Expansion Plan. If the Office of the Interconnection
retains the Short-term or Long-term Project in the Regional Transmission Expansion Plan, it
shall determine whether the delay is beyond the Designated Entity’s control and whether to
retain the Designated Entity or to designate the Transmission Owner(s) in the Zone(s) where the
project is located as Designated Entity(ies) for the Short-term Project or Long-lead Project. If
the Designated Entity is the Transmission Owner(s) in the Zone(s) where the project is located,
the Office of the Interconnection shall seek recourse through the Consolidated Transmission
Owners Agreement or FERC, as appropriate. Any modifications to the Regional Transmission
Expansion Plan pursuant to this section shall be presented to the Transmission Expansion
Advisory Committee for review and comment and approved by the PJM Board.

)] Transmission Owners Required to be the Designated Entity. Notwithstanding
anything to the contrary in this Section 1.5.8, in all events, the Transmission Owner(s) in whose
Zone(s) a proposed Short-term Project or Long-lead Project is to be located will be the
Designated Entity for the project, when the Short-term Project or Long-lead Project is: (i) an
upgrade to a Transmission Owner’s own transmission facilities; (ii) located solely within a
Transmission Owner’s Zone and the costs of the project are allocated solely to the Transmission
Owner’s Zone: (iii) located solely within a Transmission Owner’s Zone and is not selected in the
Regional Transmission Expansion Plan for purposes of cost allocation; or (iv) proposed to be
located on a Transmission Owner’s existing right of way and the project would alter the
Transmission Owner’s use and control of its existing right of way under state law. Transmission
Owner shall be the Designated Entity when required by state law, requlation or administrative
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agency order with regard to enhancements or expansions or portions of such enhancements or
expansions located within that state.

(m) Immediate-need Reliability Projects:

(m)(1) The Office of the Interconnection shall develop and recommend Immediate-need
Reliability Projects for inclusion in the Regional Transmission Expansion Plan pursuant to the
expansion planning process set forth in Sections 1.5.1 through 1.5.6 of Schedule 6. The Office
of the Interconnection shall present to the Transmission Expansion Advisory Committee for
review and comment descriptions of the proposed Immediate-need Reliability Projects
recommended for inclusion in the recommended plan. Based on that review, the Office of the
Interconnection shall, if necessary, conduct further study and evaluation and post a revised
recommended plan for review and comment by the Transmission Expansion Advisory
Committee. The PJM Board shall approve the Immediate-need Reliability Projects for inclusion
in the recommended plan. Transmission Owner(s) in the Zone(s) in which the Immediate-need
Reliability Project is to be located shall be the Designated Entity for the Immediate-need
Reliability Project included in the Regional Transmission Expansion Plan, provided the
Immediate-need Reliability Project was not chosen pursuant to the expedited proposal process
set forth in Section 1.5.8(m)(2).

(m)(2) If, in the judgment of the Office of the Interconnection, there is sufficient time for
the Office of the Interconnection to accept proposals in a shortened proposal window for
Immediate-need Reliability Projects, the Office of the Interconnection shall post on the PJM
website the violations and system conditions that could be addressed by such Immediate-need
Reliability Project proposals and provide notice to stakeholders of a shortened proposal window.
Proposals must contain the information required in Section 1.5.8(c) and, if the entity is seeking to
be the Designated Entity, such entity must have pre-qualified to be a Designated Entity pursuant
to Section 1.5.8(a). In determining the more efficient or cost-effective proposed Immediate-need
Reliability Project for inclusion in the recommended plan, the Office of the Interconnection shall
consider the extent to which the proposed Immediate-need Reliability Project, individually or in
combination with other Immediate-need Reliability Projects, would address and solve the posted
violations or system conditions and other factors such as cost-effectiveness, the ability of the
entity to timely complete the project, and project development feasibility in light of the required
need. After PJM Board approval, the Office of the Interconnection, in accordance with Section
1.5.8(i) of this Schedule 6, shall notify the entities that have been designated as Designated
Entities for Immediate-need Projects included in the Regional Transmission Expansion Plan of
such designations. Designated Entities shall accept such designations in accordance with Section
1.5.8(j). In the event that (i) the Office of the Interconnection determines that no proposal
resolves a posted violation or system condition; (ii) the proposing entity is not selected to be the
Designated Entity; (iii) an entity does not accept the designation as a Designated Entity; or (iv)
the Designated Entity fails to meet milestones that would delay the in-service date of the
Immediate-need Reliability Project, the Office of the Interconnection shall develop and
recommend an Immediate-need Reliability Project to solve the violation or system needs in
accordance with Section 1.5.8(m)(1).
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1.5.9 State Agreement Approach.

(a) State governmental entities authorized by their respective states, individually or
jointly, may agree voluntarily to be responsible for the allocation of all costs of a proposed
transmission expansion or enhancement that addresses state Public Policy Requirements
identified or accepted by the state(s) in the PJM Region. Such transmission enhancements or
expansions may be included in the recommended plan as a (i) Supplemental Project or (ii) state
public policy project, which is a transmission enhancement or expansion, the costs of which will
be recovered pursuant to a FERC-accepted cost allocation proposed by agreement of one or more
states and voluntarily agreed to by those state(s). All costs related to a state public policy project
or Supplemental Project included in the Regional Transmission Expansion Plan to address state
Public Policy Requirements pursuant to this Section shall be recovered from customers in a
state(s) in the PJM Region that agrees to be responsible for the projects. No such costs shall be
recovered from customers in a state that did not agree to be responsible for such cost allocation.
A state public policy project will be included in the Regional Transmission Expansion Plan for
cost allocation purposes only if there is an associated FERC-accepted allocation permitting
recovery of the costs of the state public policy project consistent with this Section.

(b) Subject to any designation reserved for Transmission Owners in Section 1.5.8(1)
of this Schedule 6, the state(s) responsible for cost allocation for a Supplemental Project or a
state public policy project in accordance with Section 1.5.9(a) in this Schedule 6 may submit to
the Office of the Interconnection the entity(ies) to construct, own, operate and maintain the state
public policy project from a list of entities supplied by the Office of the Interconnection that pre-
gualified to be Designated Entities pursuant to Section 1.5.8(a) of this Schedule 6.
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1.6 Approval of the Final Regional Transmission Expansion Plan.

€)) Based on the studies and analyses performed by the Office of the Interconnection under
this Schedule 6, the PJM Board shall approve the Regional Transmission Expansion Plan in
accordance with the requirements of this Seetion-1-6Schedule 6. The PJM Board shall net
approve the cost allocations for transmission enhancements and expansions consistent with
Schedule 12 of the PIJM Tariff. Supplemental Projects shall be integrated into hsted-in-the
Regional Transmission Expansion Plan_approved by the PJM Board but shall not be included for
cost allocation purposes. , ard-3 /a Regi jssi i

| (b)  The Office of the Interconnection shall publish the current, approved Regional
Transmission Expansion Plan on the PJM Internet site. Within 30 days after each occasion when
the PJM Board approves a Regional Transmission Expansion Plan, or an addition to such a plan,

| that designates one or more Transmission Owners or other entity(ies) to construct such
expansion or enhancement, the Office of the Interconnection shall file with FERC a report
identifying the expansion or enhancement, its estimated cost, the entity or entities that will be
responsible for constructing and owning or financing the project, and the market participants

| designated under Section 1.5.6(kl) above to bear responsibility for the costs of the project.

| (bc)  If a Regional Transmission Expansion Plan is not approved, or if the transmission service
requested by any entity is not included in an approved Regional Transmission Expansion Plan,
nothing herein shall limit in any way the right of any entity to seek relief pursuant to the
provisions of Section 211 of the Federal Power Act.

\ (ed)  Following PJM Board approval, the final Regional Transmission Expansion Plan shall be
documented, posted publicly and provided to the Applicable Regional Entities.
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1.7  Obligation to Build.

€)) Subject to the requirements of applicable law, government regulations and approvals,
including, without limitation, requirements to obtain any necessary state or local siting,
construction and operating permits, to the availability of required financing, to the ability to
acquire necessary right-of-way, and to the right to recover, pursuant to appropriate financial
arrangements and tariffs or contracts, all reasonably incurred costs, plus a reasonable return on
investment, Transmission Owners designated as the appropriate entities to construct, own and/or
finance enhancements or expansions specified in the Regional Transmission Expansion Plan
shall construct, own and/or finance such facilities or enter into appropriate contracts to fulfill
such obligations. HeweverExcept as provided in Section 1.5.8(k) of this Schedule 6, nothing
herein shall require any Transmission Owner to construct, finance or own any enhancements or
expansions specified in the Regional Transmission Expansion Plan for which the plan designates
an entity other than a Transmission Owner as the appropriate entity to construct, own and/or
finance such enhancements or expansions.

(b) Nothing herein shall prohibit any Transmission Owner from seeking to recover the cost
of enhancements or expansions on an incremental cost basis or from seeking approval of such
rate treatment from any regulatory agency with jurisdiction over such rates.

(© The Office of the Interconnection shall be obligated to collect on behalf of the
Transmission Owner(s) all charges established under Schedule 12 of the PIM Tariff in
connection with facilities which the Office of the Interconnection designates one or more
Transmission Owners to build pursuant to this Regional Transmission Expansion Planning
Protocol. Such charges shall compensate the Transmission Owner(s) for all costs related to such
RTEP facilities under a FERC-approved rate and will include any FERC-approved incentives.

(d) In the event that a Transmission Owner declines to construct an economic transmission
enhancement or expansion developed under Sections 1.5.6(d) and 1.5.7 of this Schedule 6 that
such Transmission Owner is designated by the Regional Transmission Expansion Plan to
construct (in whole or in part), the Office of the Interconnection shall promptly file with the
FERC a report on the results of the pertinent economic planning process in order to permit the
FERC to determine what action, if any, it should take.
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Attachment B

Revisions to the
PJM Open Access Transmission Tariff
and PJM Operating Agreement

(Clean Format)



Section(s) of the
PJM Open Access Transmission Tariff

(Clean Format)



Definitions — C-D
1.3BB.03 Cancellation Costs:

The Costs and liabilities incurred in connection with: (a) cancellation of supplier and contractor
written orders and agreements entered into to design, construct and install Attachment Facilities,
Direct Assignment Facilities and/or Customer-Funded Upgrades, and/or (b) completion of some
or all of the required Attachment Facilities, Direct Assignment Facilities and/or Customer-
Funded Upgrades, or specific unfinished portions and/or removal of any or all of such facilities
which have been installed, to the extent required for the Transmission Provider and/or
Transmission Owner(s) to perform their respective obligations under Part IV and/or Part VI of
the Tariff.

1.3C Capacity Interconnection Rights:

The rights to input generation as a Generation Capacity Resource into the Transmission System
at the Point of Interconnection where the generating facilities connect to the Transmission
System.

1.3D Capacity Resource:

Shall have the meaning provided in the Reliability Assurance Agreement.

1.3E Capacity Transmission Injection Rights:

The rights to schedule energy and capacity deliveries at a Point of Interconnection (as defined in
Section 1.33A) of a Merchant Transmission Facility with the Transmission System. Capacity
Transmission Injection Rights may be awarded only to a Merchant D.C. Transmission Facility
and/or Controllable A.C. Merchant Transmission Facilities that connects the Transmission
System to another control area. Deliveries scheduled using Capacity Transmission Injection
Rights have rights similar to those under Firm Point-to-Point Transmission Service or, if coupled
with a generating unit external to the PJIM Region that satisfies all applicable criteria specified in
the PJIM Manuals, similar to Capacity Interconnection Rights.

1.3F Commencement Date:

The date on which Interconnection Service commences in accordance with an Interconnection
Service Agreement.

1.4 Commission:
The Federal Energy Regulatory Commission.

1.5 Completed Application:
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An Application that satisfies all of the information and other requirements of the Tariff,
including any required deposit.

1.5.01 Confidential Information:

Any confidential, proprietary, or trade secret information of a plan, specification, pattern,
procedure, design, device, list, concept, policy, or compilation relating to the present or planned
business of a New Service Customer, Transmission Owner, or other Interconnection Party or
Construction Party, which is designated as confidential by the party supplying the information,
whether conveyed verbally, electronically, in writing, through inspection, or otherwise, and shall
include, without limitation, all information relating to the producing party’s technology, research
and development, business affairs and pricing, and any information supplied by any New Service
Customer, Transmission Owner, or other Interconnection Party or Construction Party to another
such party prior to the execution of an Interconnection Service Agreement or a Construction
Service Agreement.

1.5A Consolidated Transmission Owners Agreement:

The certain Consolidated Transmission Owners Agreement dated as of December 15, 2005, by
and among the Transmission Owners and by and between the Transmission Owners and PJM
Interconnection, L.L.C.

1.5B Constructing Entity:

Either the Transmission Owner or the New Services Customer, depending on which entity has
the construction responsibility pursuant to Part VI and the applicable Construction Service
Agreement; this term shall also be used to refer to an Interconnection Customer with respect to
the construction of the Customer Interconnection Facilities.

1.5C Construction Party:

A party to a Construction Service Agreement. “Construction Parties” shall mean all of the
Parties to a Construction Service Agreement.

1.5D Construction Service Agreement:

Either an Interconnection Construction Service Agreement or an Upgrade Construction Service
Agreement.

1.6 Control Area:

An electric power system or combination of electric power systems to which a common
automatic generation control scheme is applied in order to:
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1) match, at all times, the power output of the generators within the electric power
system(s) and capacity and energy purchased from entities outside the electric power system(s),
with the load within the electric power system(s);

2 maintain scheduled interchange with other Control Areas, within the limits of
Good Utility Practice;

3) maintain the frequency of the electric power system(s) within reasonable limits in
accordance with Good Utility Practice; and

4) provide sufficient generating capacity to maintain operating reserves in
accordance with Good Utility Practice.

1.6A Control Zone:

Shall have the meaning given in the Operating Agreement.

1.6B Controllable A.C. Merchant Transmission Facilities:

Transmission facilities that (1) employ technology which Transmission Provider reviews and
verifies will permit control of the amount and/or direction of power flow on such facilities to
such extent as to effectively enable the controllable facilities to be operated as if they were direct
current transmission facilities, and (2) that are interconnected with the Transmission System
pursuant to Part IV and Part V1 of the Tariff.

1.6C Costs:

As used in Part IV, Part VI and related attachments to the Tariff, costs and expenses, as
estimated or calculated, as applicable, including, but not limited to, capital expenditures, if
applicable, and overhead, return, and the costs of financing and taxes and any Incidental
Expenses.

1.6D Counterparty:

PJMSettlement as the contracting party, in its name and own right and not as an agent, to an
agreement or transaction with a market participant or other customer.

1.7 Curtailment:

A reduction in firm or non-firm transmission service in response to a transfer capability shortage
as a result of system reliability conditions.

1.7A  Customer Facility:
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Generation facilities or Merchant Transmission Facilities interconnected with or added to the
Transmission System pursuant to an Interconnection Request under Subparts A of Part 1V of the
Tariff.

1.7A.01 Customer-Funded Upgrade:

Any Network Upgrade, Local Upgrade, or Merchant Network Upgrade for which cost
responsibility (i) is imposed on an Interconnection Customer or an Eligible Customer pursuant to
Section 217 of the Tariff, or (ii) is voluntarily undertaken by a market participant in fulfilment of
an Upgrade Request pursuant to Section 7.8 of Schedule 1 of the Operating Agreement. No
Network Upgrade, Local Upgrade or Merchant Network Upgrade or other transmission
expansion or enhancement shall be a Customer-Funded Upgrade if and to the extent that the
costs thereof are included in the rate base of a public utility on which a regulated return is
earned.

1.7A.02 Customer Interconnection Facilities:

All facilities and equipment owned and/or controlled, operated and maintained by
Interconnection Customer on Interconnection Customer’s side of the Point of Interconnection
identified in the appropriate appendices to the Interconnection Service Agreement and to the
Interconnection Construction Service Agreement, including any modifications, additions, or
upgrades made to such facilities and equipment, that are necessary to physically and electrically
interconnect the Customer Facility with the Transmission System.

1.7B Daily Capacity Deficiency Rate

Daily Capacity Deficiency Rate is as defined in Schedule 11 of the Reliability Assurance
Agreement.

1.7C Deactivation:

The retirement or mothballing of a generating unit governed by Part V of this Tariff.
1.7D Deactivation Avoidable Cost Credit:

The credit paid to Generation Owners pursuant to section 114 of this Tariff.

1.7E Deactivation Avoidable Cost Rate:

The formula rate established pursuant to section 115 of this Tariff.

1.7F Deactivation Date:

The date a generating unit within the PJM Region is either retired or mothballed and ceases to
operate.
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1.7G Default:

As used in the Interconnection Service Agreement and Construction Service Agreement, the
failure of a Breaching Party to cure its Breach in accordance with the applicable provisions of an
Interconnection Service Agreement or Construction Service Agreement.

1.8 Delivering Party:

The entity supplying capacity and energy to be transmitted at Point(s) of Receipt.

1.9  Designated Agent:

Any entity that performs actions or functions on behalf of the Transmission Provider, a
Transmission Owner, an Eligible Customer, or the Transmission Customer required under the
Tariff.

1.9A Designated Entity:

“Designated Entity” shall have the same meaning provided in the Operating Agreement.

1.10 Direct Assignment Facilities:

Facilities or portions of facilities that are constructed for the sole use/benefit of a particular
Transmission Customer requesting service under the Tariff. Direct Assignment Facilities shall

be specified in the Service Agreement that governs service to the Transmission Customer and
shall be subject to Commission approval.
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Definitions—1-J - K
1.14A IDR Transfer Agreement:

An agreement to transfer, subject to the terms of Section 49B of the Tariff, Incremental
Deliverability Rights to a party for the purpose of eliminating or reducing the need for Local or
Network Upgrades that would otherwise have been the responsibility of the party receiving such
rights.

1.14A.001 Immediate-need Reliabililty Project:

“Immediate-need Reliabililty Project” shall have the same meaning provided in the Operating
Agreement.

1.14A.01 Incidental Expenses:

Shall mean those expenses incidental to the performance of construction pursuant to an
Interconnection Construction Service Agreement, including, but not limited to, the expense of
temporary construction power, telecommunications charges, Interconnected Transmission Owner
expenses associated with, but not limited to, document preparation, design review, installation,
monitoring, and construction-related operations and maintenance for the Customer Facility and
for the Interconnection Facilities.

1.14B Incremental Auction Revenue Rights:

The additional Auction Revenue Rights (as defined in Section 1.3.1A of Schedule 1 of the
Operating Agreement), not previously feasible, created by the addition of Incremental Rights-
Eligible Required Transmission Enhancements, Merchant Transmission Facilities, or of one or
more Customer-Funded Upgrades.

1.14B.01 Incremental Rights-Eligible Required Transmission Enhancements:
Regional Facilities and Necessary Lower Voltage Facilities or Lower Voltage Facilities (as
defined in Schedule 12 of the Tariff) and meet one of the following criteria: (1) cost
responsibility is assigned to non-contiguous Zones that are not directly electrically connected; or
(2) cost responsibility is assigned to Merchant Transmission Providers that are Responsible
Customers.

1.14C Incremental Available Transfer Capability Revenue Rights:

The rights to revenues that are derived from incremental Available Transfer Capability created
by the addition of Merchant Transmission Facilities or of one of more Customer-Funded
Upgrades.

1.14D Incremental Deliverability Rights (IDRs):
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The rights to the incremental ability, resulting from the addition of Merchant Transmission
Facilities, to inject energy and capacity at a point on the Transmission System, such that the
injection satisfies the deliverability requirements of a Capacity Resource. Incremental
Deliverability Rights may be obtained by a generator or a Generation Interconnection Customer,
pursuant to an IDR Transfer Agreement, to satisfy, in part, the deliverability requirements
necessary to obtain Capacity Interconnection Rights.

1.14Da Initial Operation:

The commencement of operation of the Customer Facility and Customer Interconnection
Facilities after satisfaction of the conditions of Section 1.4 of Appendix 2 of an Interconnection
Service Agreement.

1.14Db Initial Study:

A study of a Completed Application conducted by the Transmission Provider (in coordination
with the affected Transmission Owner(s)) in accordance with Section 19 or Section 32 of the
Tariff.

1.14Dc Interconnected Entity:

Either the Interconnection Customer or the Interconnected Transmission Owner; Interconnected
Entities shall mean both of them.

1.14D.01 Interconnected Transmission Owner:

The Transmission Owner to whose transmission facilities or distribution facilities Customer
Interconnection Facilities are, or as the case may be, a Customer Facility is, being directly
connected. When used in an Interconnection Construction Service Agreement, the term may
refer to a Transmission Owner whose facilities must be upgraded pursuant to the Facilities
Study, but whose facilities are not directly interconnected with those of the Interconnection
Customer.

1.14D.02 Interconnection Construction Service Agreement:

The agreement entered into by an Interconnection Customer, Interconnected Transmission
Owner and the Transmission Provider pursuant to Subpart B of Part VI of the Tariff and in the
form set forth in Attachment P of the Tariff, relating to construction of Attachment Facilities,
Network Upgrades, and/or Local Upgrades and coordination of the construction and
interconnection of an associated Customer Facility. A separate Interconnection Construction
Service Agreement will be executed with each Transmission Owner that is responsible for
construction of any Attachment Facilities, Network Upgrades, or Local Upgrades associated with
interconnection of a Customer Facility.

1.14E Interconnection Customer:
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A Generation Interconnection Customer and/or a Transmission Interconnection Customer.
1.14F Interconnection Facilities:

The Transmission Owner Interconnection Facilities and the Customer Interconnection Facilities.
1.14G Interconnection Feasibility Study:

Either a Generation Interconnection Feasibility Study or Transmission Interconnection
Feasibility Study.

1.14G.01 Interconnection Party:

Transmission Provider, Interconnection Customer, or the Interconnected Transmission Owner.
Interconnection Parties shall mean all of them.

1.14H Interconnection Request:

A Generation Interconnection Request, a Transmission Interconnection Request and/or an IDR
Transfer Agreement.

1.14H.01 Interconnection Service:

The physical and electrical interconnection of the Customer Facility with the Transmission
System pursuant to the terms of Part IV and Part VI and the Interconnection Service Agreement
entered into pursuant thereto by Interconnection Customer, the Interconnected Transmission
Owner and Transmission Provider.

1.141 Interconnection Service Agreement:

An agreement among the Transmission Provider, an Interconnection Customer and an
Interconnected Transmission Owner regarding interconnection under Part 1V and Part V1 of the
Tariff.

1.14J Interconnection Studies:

The Interconnection Feasibility Study, the System Impact Study, and the Facilities Study
described in Part IV and Part VI of the Tariff.

1.15 Interruption:

A reduction in non-firm transmission service due to economic reasons pursuant to Section 14.7.
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Definitions—L-M-N
1.15A List of Approved Contractors:

A list developed by each Transmission Owner and published in a PJIM Manual of (a) contractors
that the Transmission Owner considers to be qualified to install or construct new facilities and/or
upgrades or modifications to existing facilities on the Transmission Owner’s system, provided
that such contractors may include, but need not be limited to, contractors that, in addition to
providing construction services, also provide design and/or other construction-related services,
and (b) manufacturers or vendors of major transmission-related equipment (e.g., high-voltage
transformers, transmission line, circuit breakers) whose products the Transmission Owner
considers acceptable for installation and use on its system.

1.16 Load Ratio Share:
Ratio of a Transmission Customer’s Network Load to the Transmission Provider’s total load.
1.17 Load Shedding:
The systematic reduction of system demand by temporarily decreasing load in response to
transmission system or area capacity shortages, system instability, or voltage control
considerations under Part 11 or Part 111 of the Tariff.
1.17A Local Upgrades:
Modifications or additions of facilities to abate any local thermal loading, voltage, short circuit,
stability or similar engineering problem caused by the interconnection and delivery of generation
to the Transmission System. Local Upgrades shall include:

(i) Direct Connection Local Upgrades which are Local Upgrades that only serve the
Customer Interconnection Facility and have no impact or potential impact on the Transmission

System until the final tie-in is complete; and

(if) Non-Direct Connection Local Upgrades which are parallel flow Local Upgrades that
are not Direct Connection Local Upgrades.

1.17B Long-lead Project:
“Long-lead Project” shall have the same meaning provided in the Operating Agreement.
1.18 Long-Term Firm Point-To-Point Transmission Service:

Firm Point-To-Point Transmission Service under Part Il of the Tariff with a term of one year or
more.

1.18A [RESERVED]
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1.18A.01 [RESERVED]
1.18A.02 Material Modification:

Any modification to an Interconnection Request that has a material adverse effect on the cost or
timing of Interconnection Studies related to, or any Network Upgrades or Local Upgrades
needed to accommodate, any Interconnection Request with a later Queue Position.

1.18A.03 Maximum Facility Output:

The maximum (not nominal) net electrical power output in megawatts, specified in the
Interconnection Service Agreement, after supply of any parasitic or host facility loads, that a
Generation Interconnection Customer’s Customer Facility is expected to produce, provided that
the specified Maximum Facility Output shall not exceed the output of the proposed Customer
Facility that Transmission Provider utilized in the System Impact Study.

1.18B Merchant A.C. Transmission Facilities:

Merchant Transmission Facilities that are alternating current (A.C.) transmission facilities, other
than those that are Controllable A.C. Merchant Transmission Facilities.

1.18C Merchant D.C. Transmission Facilities:

Direct current (D.C.) transmission facilities that are interconnected with the Transmission
System pursuant to Part 1V and Part V1 of the Tariff.

1.18D Merchant Network Upgrades:

Merchant A.C. Transmission Facilities that are additions to, or modifications or replacements of,
physical facilities of the Interconnected Transmission Owner that, on the date of the pertinent
Transmission Interconnection Customer’s Interconnection Request, are part of the Transmission
System or are included in the Regional Transmission Expansion Plan.

1.18E Merchant Transmission Facilities:

A.C. or D.C. transmission facilities that are interconnected with or added to the Transmission
System pursuant to Part 1V and Part V1 of the Tariff and that are so identified on Attachment T
to the Tariff, provided, however, that Merchant Transmission Facilities shall not include (i) any
Customer Interconnection Facilities, (ii) any physical facilities of the Transmission System that
were in existence on or before March 20, 2003 ; (iii) any expansions or enhancements of the
Transmission System that are not identified as Merchant Transmission Facilities in the Regional
Transmission Expansion Plan and Attachment T to the Tariff, or (iv) any transmission facilities
that are included in the rate base of a public utility and on which a regulated return is earned.

1.18F Merchant Transmission Provider:
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An Interconnection Customer that (1) owns, controls, or controls the rights to use the
transmission capability of, Merchant D.C. Transmission Facilities and/or Controllable A.C.
Merchant Transmission Facilities that connect the Transmission System with another control
area, (2) has elected to receive Transmission Injection Rights and Transmission Withdrawal
Rights associated with such facility pursuant to Section 36 of the Tariff, and (3) makes (or will
make) the transmission capability of such facilities available for use by third parties under terms
and conditions approved by the Commission and stated in the Tariff, consistent with Section 38
below.

1.18G Metering Equipment:

All metering equipment installed at the metering points designated in the appropriate appendix to
an Interconnection Service Agreement.

1.19 Native Load Customers:

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.

1.19A NERC:

The North American Electric Reliability Council or any successor thereto.

1.19B Neutral Party

Shall have the meaning provided in Section 9.3(V).

1.20 Network Customer:

An entity receiving transmission service pursuant to the terms of the Transmission Provider’s
Network Integration Transmission Service under Part I11 of the Tariff.

1.21 Network Integration Transmission Service:

The transmission service provided under Part 111 of the Tariff.

1.22  Network Load:

The load that a Network Customer designates for Network Integration Transmission Service
under Part 111 of the Tariff. The Network Customer’s Network Load shall include all load
(including losses) 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
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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 Part 11 of the
Tariff for any Point-To-Point Transmission Service that may be necessary for such non-
designated load.

1.23  Network Operating Agreement:

An executed agreement that contains the terms and conditions under which the Network
Customer shall operate its facilities and the technical and operational matters associated with the
implementation of Network Integration Transmission Service under Part I11 of the Tariff.

1.24 Network Operating Committee:

A group made up of representatives from the Network Customer(s) and the Transmission
Provider established to coordinate operating criteria and other technical considerations required
for implementation of Network Integration Transmission Service under Part 111 of this Tariff.

1.25 Network Resource:

Any designated generating resource owned, purchased, or leased by a Network Customer under
the Network Integration Transmission Service Tariff. Network Resources do not include any
resource, or any portion thereof, that is committed for sale to third parties or otherwise cannot be
called upon to meet the Network Customer’s Network Load on a non-interruptible basis, except
for purposes of fulfilling obligations under a reserve sharing program.

1.26  Network Upgrades:

Modifications or additions to transmission-related facilities that are integrated with and support
the Transmission Provider’s overall Transmission System for the general benefit of all users of
such Transmission System. Network Upgrades shall include:

(i) Direct Connection Network Upgrades which are Network Upgrades that only serve
the Customer Interconnection Facility and have no impact or potential impact on the
Transmission System until the final tie-in is complete; and

(if) Non-Direct Connection Network Upgrades which are parallel flow Network
Upgrades that are not Direct Connection Network Upgrades.

1.26A New PIM Zone(s):

The Zone included in this Tariff, along with applicable Schedules and Attachments, for
Commonwealth Edison Company, The Dayton Power and Light Company and the AEP East
Operating Companies (Appalachian Power Company, Columbus Southern Power Company,
Indiana Michigan Power Company, Kentucky Power Company, Kingsport Power Company,
Ohio Power Company and Wheeling Power Company).
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1.26B New Service Customers:

All customers that submit an Interconnection Request, a Completed Application, or an Upgrade
Request that is pending in the New Services Queue.

1.26C New Service Request:
An Interconnection Request, a Completed Application, or an Upgrade Request.
1.26D New Services Queue:

All Interconnection Requests, Completed Applications, and Upgrade Requests that are received
within each three-month period ending on January 31, April 30, July 31, and October 31 of each
year shall collectively comprise a New Services Queue.

1.26E New Services Queue Closing Date:

Each January 31, April 30, July 31, and October 31 shall be the Queue Closing Date for the New
Services Queue comprised of Interconnection Requests, Completed Applications, and Upgrade
Requests received during the three-month period ending on such date.

1.26F Nominal Rated Capability:

The nominal maximum rated capability in megawatts of a Transmission Interconnection
Customer’s Customer Facility or the nominal increase in transmission capability in megawatts of
the Transmission System resulting from the interconnection or addition of a Transmission
Interconnection Customer’s Customer Facility, as determined in accordance with pertinent
Applicable Standards and specified in the Interconnection Service Agreement.

1.27 Non-Firm Point-To-Point Transmission Service:

Point-To-Point Transmission Service under the Tariff that is reserved and scheduled on an as-
available basis and is subject to Curtailment or Interruption as set forth in Section 14.7 under
Part Il of this Tariff. Non-Firm Point-To-Point Transmission Service is available on a stand-
alone basis for periods ranging from one hour to one month.

1.27.01 Non-Firm Sale:

An energy sale for which receipt or delivery may be interrupted for any reason or no reason,
without liability on the part of either the buyer or seller.

1.27A Non-Firm Transmission Withdrawal Rights:
The rights to schedule energy withdrawals from a specified point on the Transmission System.

Non-Firm Transmission Withdrawal Rights may be awarded only to a Merchant D.C.
Transmission Facility that connects the Transmission System to another control area.
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Withdrawals scheduled using Non-Firm Transmission Withdrawal Rights have rights similar to
those under Non-Firm Point-to-Point Transmission Service.

1.27AA Non-Retail Behind The Meter Generation:

Behind the Meter Generation that is used by municipal electric systems, electric cooperatives, or
electric distribution companies to serve load.

1.27B Non-Zone Network Load:

Network Load that is located outside of the PJM Region.
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Definitions—O-P-Q

1.27C Office of the Interconnection:

Office of the Interconnection shall have the meaning set forth in the Operating Agreement.
1.28 Open Access Same-Time Information System (OASIS):

The information system and standards of conduct contained in Part 37 and Part 38 of the
Commission’s regulations and all additional requirements implemented by subsequent
Commission orders dealing with OASIS.

1.28A Operating Agreement of the PJM Interconnection, L.L.C. or Operating Agreement:

That agreement dated as of April 1, 1997 and as amended and restated as of June 2, 1997 and as
amended from time to time thereafter, among the members of the PJM Interconnection, L.L.C.

1.28A.01 Option to Build:

The option of the New Service Customer to build certain Customer-Funded Upgrades, as set
forth in, and subject to the terms of, the Construction Service Agreement.

1.28B Optional Interconnection Study:

A sensitivity analysis of an Interconnection Request based on assumptions specified by the
Interconnection Customer in the Optional Interconnection Study Agreement.

1.28C Optional Interconnection Study Agreement:

The form of agreement for preparation of an Optional Interconnection Study, as set forth in
Attachment N-3 of the Tariff.

1.29 Partl:

Tariff Definitions and Common Service Provisions contained in Sections 2 through 12.

1.30 Partll:

Tariff Sections 13 through 27 pertaining to Point-To-Point Transmission Service in conjunction
with the applicable Common Service Provisions of Part | and appropriate Schedules and

Attachments.

1.31 Partlll:
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Tariff Sections 28 through 35 pertaining to Network Integration Transmission Service in
conjunction with the applicable Common Service Provisions of Part | and appropriate Schedules
and Attachments.

1.31A PartlV:

Tariff Sections 36 through 112 pertaining to generation or merchant transmission interconnection
to the Transmission System in conjunction with the applicable Common Service Provisions of
Part | and appropriate Schedules and Attachments.

1.31B PartV:

Tariff Sections 113 through 122 pertaining to the deactivation of generating units in conjunction
with the applicable Common Service Provisions of Part | and appropriate Schedules and
Attachments.

1.31C Part VI:

Tariff Sections 200 through 237 pertaining to the queuing, study, and agreements relating to New
Service Requests, and the rights associated with Customer-Funded Upgrades in conjunction with
the applicable Common Service Provisions of Part | and appropriate Schedules and Attachments.
1.32 Parties:

The Transmission Provider, as administrator of the Tariff, and the Transmission Customer
receiving service under the Tariff. PJMSettlement shall be the Counterparty to Transmission
Customers.

1.32.01 PIM:

PJM Interconnection, L.L.C.

1.32A PJM Administrative Service:

The services provided by PJM pursuant to Schedule 9 of this Tariff.

1.32B PJM Control Area:

The Control Area that is recognized by NERC as the PJM Control Area.

1.32C PJM Interchange Energy Market:

The regional competitive market administered by the Transmission Provider for the purchase and

sale of spot electric energy at wholesale interstate commerce and related services, as more fully
set forth in Attachment K — Appendix to the Tariff and Schedule 1 to the Operating Agreement.
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1.32D PJM Manuals:

The instructions, rules, procedures and guidelines established by the Transmission Provider for
the operation, planning, and accounting requirements of the PJM Region and the PJIM
Interchange Energy Market.

1.32E PJM Region:

Shall have the meaning specified in the Operating Agreement.

1.32F [RESERVED]

1.32.F.01 PJMSettlement:

PJM Settlement, Inc. (or its successor).

1.32G [RESERVED]

1.33  Point(s) of Delivery:

Point(s) on the Transmission Provider’s Transmission System where capacity and energy
transmitted by the Transmission Provider will be made available to the Receiving Party under
Part Il of the Tariff. The Point(s) of Delivery shall be specified in the Service Agreement for
Long-Term Firm Point-To-Point Transmission Service.

1.33A Point of Interconnection:

The point or points, shown in the appropriate appendix to the Interconnection Service Agreement
and the Interconnection Construction Service Agreement, where the Customer Interconnection
Facilities interconnect with the Transmission Owner Interconnection Facilities or the
Transmission System.

1.34  Point(s) of Receipt:

Point(s) of interconnection on the Transmission Provider’s Transmission System where capacity
and energy will be made available to the Transmission Provider by the Delivering Party under
Part 11 of the Tariff. The Point(s) of Receipt shall be specified in the Service Agreement for
Long-Term Firm Point-To-Point Transmission Service.

1.35 Point-To-Point Transmission Service:

The reservation and transmission of capacity and energy on either a firm or non-firm basis from
the Point(s) of Receipt to the Point(s) of Delivery under Part 1l of the Tariff.

1.36 Power Purchaser:
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The entity that is purchasing the capacity and energy to be transmitted under the Tariff.
1.36.01 PRD Curve

PRD Curve shall have the meaning provided in the Reliability Assurance Agreement.
1.36.02 PRD Provider

PRD Provider shall have the meaning provided in the Reliability Assurance Agreement.
1.36.03 PRD Reservation Price

PRD Reservation Price shall have the meaning provided in the Reliability Assurance
Agreement.

1.36.04 PRD Substation:
PRD Substation shall have the meaning provided in the Reliability Assurance Agreement.
1.36.05 Pre-Confirmed Application:

An Application that commits the Eligible Customer to execute a Service Agreement upon receipt
of notification that the Transmission Provider can provide the requested Transmission Service.

1.36A Pre-Expansion PJM Zones:

Zones included in this Tariff, along with applicable Schedules and Attachments, for certain
Transmission Owners — Atlantic City Electric Company, Baltimore Gas and Electric Company,
Delmarva Power and Light Company, Jersey Central Power and Light Company, Metropolitan
Edison Company, PECO Energy Company, Pennsylvania Electric Company, Pennsylvania
Power & Light Group, Potomac Electric Power Company, Public Service Electric and Gas
Company, Allegheny Power, and Rockland Electric Company.

1.36A.01 Price Responsive Demand

Price Responsive Demand shall have the meaning provided in the Reliability Assurance
Agreement.

1.36A.02 Project Financing:

Shall mean: (a) one or more loans, leases, equity and/or debt financings, together with all
modifications, renewals, supplements, substitutions and replacements thereof, the proceeds of
which are used to finance or refinance the costs of the Customer Facility, any alteration,
expansion or improvement to the Customer Facility, the purchase and sale of the Customer
Facility or the operation of the Customer Facility; (b) a power purchase agreement pursuant to
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which Interconnection Customer’s obligations are secured by a mortgage or other lien on the
Customer Facility; or (c) loans and/or debt issues secured by the Customer Facility.

1.36A.03 Project Finance Entity:

Shall mean: (a) a holder, trustee or agent for holders, of any component of Project Financing; or
(b) any purchaser of capacity and/or energy produced by the Customer Facility to which
Interconnection Customer has granted a mortgage or other lien as security for some or all of
Interconnection Customer’s obligations under the corresponding power purchase agreement.
1.36A.04 Public Policy Objectives:

“Public Policy Objectives” shall have the same meaning provided in the Operating Agreement.

1.36A.05 Public Policy Requirements:

“Public Policy Requirements” shall have the same meaning provided in the Operating
Agreement.

1.36B Queue Position:

The priority assigned to an Interconnection Request, a Completed Application, or an Upgrade
Request pursuant to applicable provisions of Part V1.
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Definitions—R - S

1.36C Reasonable Efforts:

With respect to any action required to be made, attempted, or taken by an Interconnection Party
or by a Construction Party under Part 1V or Part VI of the Tariff, an Interconnection Service
Agreement, or a Construction Service Agreement, such efforts as are timely and consistent with
Good Utility Practice and with efforts that such party would undertake for the protection of its
own interests.

1.37 Receiving Party:

The entity receiving the capacity and energy transmitted by the Transmission Provider to
Point(s) of Delivery.

1.37A.01 Regional Entity

Shall have the same meaning specified in the Operating Agreement.

1.37A Regional Transmission Expansion Plan:

The plan prepared by the Office of the Interconnection pursuant to Schedule 6 of the Operating
Agreement for the enhancement and expansion of the Transmission System in order to meet the
demands for firm transmission service in the PJM Region.

1.38 Regional Transmission Group (RTG):

A voluntary organization of transmission owners, transmission users and other entities approved
by the Commission to efficiently coordinate transmission planning (and expansion), operation
and use on a regional (and interregional) basis.

1.38.01 Regulation Zone:

Any of those one or more geographic areas, each consisting of a combination of one or more
Control Zone(s) as designated by the Office of the Interconnection in the PJIM Manuals, relevant
to provision of, and requirements for, regulation service.

1.38.01A Relevant Electric Retail Regulatory Authority:

An entity that has jurisdiction over and establishes prices and policies for competition for
providers of retail electric service to end-customers, such as the city council for a municipal
utility, the governing board of a cooperative utility, the state public utility commission or any

other such entity.

1.38A Reliability Assurance Agreement:
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The Reliability Assurance Agreement Among Load Serving Entities in the PJM Region, Rate
Schedule No. 44, dated as of May 28, 2009, and as amended from time to time thereafter.

1.38B [RESERVED]
1.38C Required Transmission Enhancements:

Enhancements and expansions of the Transmission System that (1) a Regional Transmission
Expansion Plan developed pursuant to Schedule 6 of the Operating Agreement or (2) the
Coordinated System Plan periodically developed pursuant to the Joint Operating Agreement
Between the Midwest Independent Transmission System Operator, Inc. and PJM
Interconnection, L.L.C. designates one or more of the Transmission Owner(s) or the transmission
owners within the Midwest Independent System Operator to construct and own or finance.

1.38C.01 Reserve Sub-zone:

Any of those geographic areas wholly contained within a Reserve Zone, consisting of a
combination of a portion of one or more Control Zone(s) as designated by the Office of the
Interconnection in the PJIM Manuals, relevant to provision of, and requirements for, reserve
service.

1.38D Reserve Zone:

Any of those geographic areas consisting of a combination of one or more Control Zone(s), as
designated by the Office of the Interconnection in the PJM Manuals, relevant to provision of, and
requirements for, reserve service.

1.39 Reserved Capacity:

The maximum amount of capacity and energy that the Transmission Provider agrees to transmit
for the Transmission Customer over the Transmission Provider’s Transmission System between
the Point(s) of Receipt and the Point(s) of Delivery under Part Il of the Tariff. Reserved
Capacity shall be expressed in terms of whole megawatts on a sixty (60) minute interval
(commencing on the clock hour) basis.

1.39A Schedule of Work:

Shall mean that schedule attached to the Interconnection Construction Service Agreement setting
forth the timing of work to be performed by the Constructing Entity pursuant to the
Interconnection Construction Service Agreement, based upon the Facilities Study and subject to

modification, as required, in accordance with Transmission Provider’s scope change process for
interconnection projects set forth in the PJIM Manuals.

1.39B Scope of Work:
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Shall mean that scope of the work attached as a schedule to the Interconnection Construction
Service Agreement and to be performed by the Constructing Entity(ies) pursuant to the
Interconnection Construction Service Agreement, provided that such Scope of Work may be
modified, as required, in accordance with Transmission Provider’s scope change process for
interconnection projects set forth in the PJIM Manuals.

1.39C Secondary Systems:

Control or power circuits that operate below 600 volts, AC or DC, including, but not limited to,
any hardware, control or protective devices, cables, conductors, electric raceways, secondary
equipment panels, transducers, batteries, chargers, and voltage and current transformers.

1.39D Security:

The security provided by the New Service Customer pursuant to Section 212.4 or Section 213.4
of the Tariff to secure the New Service Customer’s responsibility for Costs under the
Interconnection Service Agreement or Upgrade Construction Service Agreement and Section
217 of the Tariff.

1.40 Service Agreement:

The initial agreement and any amendments or supplements thereto entered into by the
Transmission Customer and the Transmission Provider for service under the Tariff.

1.41  Service Commencement Date:

The date the Transmission Provider begins to provide service pursuant to the terms of an
executed Service Agreement, or the date the Transmission Provider begins to provide service in
accordance with Section 15.3 or Section 29.1 under the Tariff.

1.42 Short-Term Firm Point-To-Point Transmission Service:

Firm Point-To-Point Transmission Service under Part Il of the Tariff with a term of less than one
year.

1.42.001 Short-term Project:

“Short-term Project” shall have the same meaning provided in the Operating Agreement.

1.42a Site:

All of the real property, including but not limited to any leased real property and easements, on
which the Customer Facility is situated and/or on which the Customer Interconnection Facilities

are to be located.

1.42.01 Small Inverter Facility:
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An Energy Resource that is a certified small inverter-based facility no larger than 10 kW.

1.42.02 Small Inverter ISA:

An agreement among Transmission Provider, Interconnection Customer, and Interconnected
Transmission Owner regarding interconnection of a Small Inverter Facility under section 112B
of Part IV of the Tariff.

1.42A [RESERVED]

1.42B [RESERVED]

1.42C [RESERVED]

1.42D State:

The term “state” shall mean a state of the United States or the District of Columbia.

1.42D.01 Switching and Tagging Rules:

The switching and tagging procedures of Interconnected Transmission Owners and
Interconnection Customer as they may be amended from time to time.

1.42E [RESERVED]
1.42F System Condition:

A specified condition on the Transmission Provider’s system or on a neighboring system, such as
a constrained transmission element or flowgate, that may trigger Curtailment of Long-Term Firm
Point-to-Point Transmission Service using the curtailment priority pursuant to Section 13.6.
Such conditions must be identified in the Transmission Customer’s Service Agreement.

1.43  System Impact Study:

An assessment by the Transmission Provider of (i) the adequacy of the Transmission System to
accommodate a Completed Application, an Interconnection Request or an Upgrade Request, (ii)
whether any additional costs may be incurred in order to provide such transmission service or to
accommodate an Interconnection Request, and (iii) with respect to an Interconnection Request,
an estimated date that an Interconnection Customer’s Customer Facility can be interconnected
with the Transmission System and an estimate of the Interconnection Customer’s cost
responsibility for the interconnection; and (iv) with respect to an Upgrade Request, the estimated
cost of the requested system upgrades or expansion, or of the cost of the system upgrades or
expansion, necessary to provide the requested incremental rights.

1.43.01 System Protection Facilities:
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The equipment required to protect (i) the Transmission System, other delivery systems and/or
other generating systems connected to the Transmission System from faults or other electrical
disturbance occurring at or on the Customer Facility, and (ii) the Customer Facility from faults or
other electrical system disturbance occurring on the Transmission System or on other delivery
systems and/or other generating systems to which the Transmission System is directly or
indirectly connected. System Protection Facilities shall include such protective and regulating
devices as are identified in the Applicable Technical Requirements and Standards or that are
required by Applicable Laws and Regulations or other Applicable Standards, or as are otherwise
necessary to protect personnel and equipment and to minimize deleterious effects to the
Transmission System arising from the Customer Facility.
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Definitions C - D
1.6 Capacity Resource.
“Capacity Resource” have the meaning provided in the Reliability Assurance Agreement.
1.6A Consolidated Transmission Owners Agreement.

“Consolidated Transmission Owners Agreement” dated as of December 15, 2005, by and among
the Transmission Owners and by and between the Transmission Owners and PJM
Interconnection, L.L.C.

1.7 Control Area.

“Control Area” shall mean an electric power system or combination of electric power systems
bounded by interconnection metering and telemetry to which a common automatic generation
control scheme is applied in order to:

@ match the power output of the generators within the electric power system(s) and energy
purchased from entities outside the electric power system(s), with the load within the electric
power system(s);

(b) maintain scheduled interchange with other Control Areas, within the limits of Good
Utility Practice;

(© maintain the frequency of the electric power system(s) within reasonable limits in
accordance with Good Utility Practice and the criteria of NERC and each Applicable Regional
Entity;

(d) maintain power flows on transmission facilities within appropriate limits to preserve
reliability; and

(e) provide sufficient generating capacity to maintain operating reserves in accordance with
Good Utility Practice.

1.7.01 Control Zone.

“Control Zone” shall mean one Zone or multiple contiguous Zones, as designated in the PJM
Manuals.

1.7.01a Counterparty.

“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right and not
as an agent, to an agreement or transaction with Market Participants or other entities, including the
agreements and transactions with customers regarding transmission service and other transactions
under the PJM Tariff and this Operating Agreement. PJMSettlement shall not be a counterparty to (i)
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any bilateral transactions between Market Participants, or (ii) with respect to self-supplied or self-
scheduled transactions reported to the Office of the Interconnection.

1.7.02 Default Allocation Assessment.

“Default Allocation Assessment” shall mean the assessment determined pursuant to section
15.2.2 of this Agreement.

1.7.03 Demand Resource.
“Demand Resource” shall have the meaning provided in the Reliability Assurance Agreement.
1.7A Designated Entity.
The entity designated by the Office of the Interconnection with the responsibility to construct,
own, operate, maintain, and finance Immediate-need Reliability Projects, Short-term Projects,

and Long-lead Projects pursuant to Section 1.5.8 of Schedule 6 of this Agreement.

1.7B [Reserved].
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Definitions | - L
1.15A Immediate-need Reliabililty Project.

A reliability-based transmission enhancement or expansion: (i) with an in-service date of three
years or less from the year the Office of the Interconnection identified the existing or projected
limitations on the Transmission System that gave rise to the need for such enhancement or
expansion pursuant to the study process described in section 1.5.3 of this Schedule 6; or (ii) for
which the Office of the Interconnection determines that an expedited designation is required to
address existing and projected limitations on the Transmission System due to immediacy of the
reliability need in light of the projected time to complete the enhancement or expansion. In
determining whether an expedited designation is required, the Office of the Interconnection shall
consider time-based factors such as, but not limited to, the time necessary: (i) to obtain
regulatory approvals; (ii) to acquire long lead equipment; (iii) to meet construction schedules;
(iv) to complete engineering plans; and (v) for other time-based factors impacting the feasibility
of achieving the required in-service date.

1.16 Information Request.
“Information Request” shall mean a written request, in accordance with the terms of this

Agreement for disclosure of confidential information pursuant to Section 18.17.4 of this
Agreement.

1.16A Interruptible Load for Reliability.

“Interruptible Load for Reliability” or “ILR” shall have the meaning specified in the Reliability
Assurance Agreement.

117 LLC.

“LLC” shall mean PJM Interconnection, L.L.C., a Delaware limited liability company.

1.18 Load Serving Entity.

“Load Serving Entity” shall mean an entity, including a load aggregator or power marketer, (1)
serving end-users within the PJM Region, and (2) that has been granted the authority or has an
obligation pursuant to state or local law, regulation or franchise to sell electric energy to end-
users located within the PJM Region, or the duly designated agent of such an entity.

1.18A Local Plan.

“Local Plan” shall mean the plan as developed by the Transmission Owners. The Local Plan
shall include, at a minimum, the Subregional RTEP Projects and Supplemental Projects as
identified by the Transmission Owners within their zone. The Local Plan will include those
projects that are developed to comply with the Transmission Owner planning criteria.
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1.19 Locational Marginal Price.

“Locational Marginal Price” or “LMP” shall mean the hourly integrated market clearing
marginal price for energy at the location the energy is delivered or received, calculated as
specified in Section 2 of Schedule 1 of this Agreement.

1.19A Long-lead Project.
A transmission enhancement or expansion with an in-service date more than five years from the
year in which, pursuant to section 1.5.8(c) of this Schedule 6, the Office of the Interconnection

posts the violations, system conditions, economic constraints, and Public Policy Requirements to
be addressed by the enhancement or expansion.
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Definitions S—- T
1.40C SERC.
“SERC” or “Southeastern Electric Reliability Council” shall mean the reliability council under
section 202 of the Federal Power Act established pursuant to the SERC Agreement dated January
14,1970, or any successor thereto.

1.41 Sector Votes.

“Sector Votes” shall mean the affirmative and negative votes of each sector of a Senior Standing
Committee, as specified in Section 8.4.

1.41A Senior Standing Committees.

“Senior Standing Committees” shall mean the Members Committee, and the Markets, and
Reliability Committee, as established in Sections 8.1 and 8.6.

1.41A.01 Short-term Project.

A transmission enhancement or expansion with an in-service date of more than three years but
no more than five years from the year in which, pursuant to section 1.5.8(c) of this Schedule 6,
the Office of the Interconnection posts the violations, system conditions, economic constraints,
and Public Policy Requirements to be addressed by the enhancement or expansion.

1.41A.02 [Reserved].

1.41A.03 [Reserved].

1.41B Standing Committees.

“Standing Committees” shall mean the Members Committee, the committees established and
maintained under Section 8.6, and such other committees as the Members Committee may
establish and maintain from time to time.

1.42 State.

“State” shall mean the District of Columbia and any State or Commonwealth of the United
States.

1.42.01 State Certification.

“State Certification” shall mean the Certification of an Authorized Commission, pursuant to
Section 18 of this Agreement, the form of which is appended to this Agreement as Schedule
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10A, wherein the Authorized Commission identifies all Authorized Persons employed or
retained by such Authorized Commission, a copy of which shall be filed with FERC.

1.42A State Consumer Advocate.

“State Consumer Advocate” shall mean a legislatively created office from any State, all or any
part of the territory of which is within the PJM Region, and the District of Columbia established,
inter alia, for the purpose of representing the interests of energy consumers before the utility
regulatory commissions of such states and the District of Columbia and the FERC.

1.42A.01 Subregional RTEP Project.

“Subregional RTEP Project” shall mean a transmission expansion or enhancement rated below
230 kV which is required for compliance with the following PJM criteria: system reliability,
operational performance or economic criteria, pursuant to a determination by the Office of the
Interconnection.

1.42A.02 Supplemental Project.

“Supplemental Project” shall mean a Regional RTEP Project(s) or Subregional RTEP Project(s),
which is not required for compliance with the following PJM criteria: System reliability,
operational performance or economic criteria, pursuant to a determination by the Office of the
Interconnection.

1.42B [Reserved].
1.43 System.

“System” shall mean the interconnected electric supply system of a Member and its
interconnected subsidiaries exclusive of facilities which it may own or control outside of the
PJM Region. Each Member may include in its system the electric supply systems of any party or
parties other than Members which are within the PJM Region, provided its interconnection
agreements with such other party or parties do not conflict with such inclusion.

1.43A Third Party Request.

“Third Party Request” shall mean any request or demand by any entity upon an Authorized
Person or an Authorized Commission for release or disclosure of confidential information
provided to the Authorized Person or Authorized Commission by the Office of the
Interconnection or PJIM Market Monitor. A Third Party Request shall include, but shall not be
limited to, any subpoena, discovery request, or other request for confidential information made
by any: (i) federal, state, or local governmental subdivision, department, official, agency or
court, or (ii) arbitration panel, business, company, entity or individual.

1.44 Transmission Facilities.
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“Transmission Facilities” shall mean facilities that: (i) are within the PJM Region; (ii) meet the
definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or have
been classified as transmission facilities in a ruling by FERC addressing such facilities; and (iii)
have been demonstrated to the satisfaction of the Office of the Interconnection to be integrated
with the transmission system of the PJM Region and integrated into the planning and operation
of such to serve all of the power and transmission customers within such region.

1.45 Transmission Owner.

“Transmission Owner” shall mean a Member that owns or leases with rights equivalent to
ownership Transmission Facilities and is a signatory to the PJM Transmission Owners
Agreement. Taking transmission service shall not be sufficient to qualify a Member as a
Transmission Owner.

1.46 [Reserved.]
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1.3 Establishment of Committees.

€)) The Planning Committee shall be open to participation by (i) all Transmission
Customers, as that term is defined in the PJM Tariff, and applicants for transmission
service; (ii) any other entity proposing to provide Transmission Facilities to be integrated
into the PJM Region; (iii) all Members; (iv) the electric utility regulatory agencies within
the States in the PJM Region and the State Consumer Advocates; and (v) any other
interested entities or persons and shall provide technical advice and assistance to the
Office of the Interconnection in all aspects of its regional planning functions. The
Transmission Owners shall supply representatives to the Planning Committee, and other
Members may provide representatives as they deem appropriate, to provide the data,
information, and support necessary for the Office of the Interconnection to perform
studies as required and to develop the Regional Transmission Expansion Plan.

(b) The Transmission Expansion Advisory Committee established by the Office of
the Interconnection will meet periodically with representatives of the Office of the
Interconnection to provide advice and recommendations to the Office of the
Interconnection to aid in the development of the Regional Transmission Expansion Plan.
The Transmission Expansion Advisory Committee participants shall be given an
opportunity to provide advice and recommendations for consideration by the Office of
the Interconnection regarding sensitivity studies, modeling assumption variations,
scenario analyses, and Public Policy Objectives in the studies and analyses to be
conducted by the Office of the Interconnection. The Transmission Expansion Advisory
Committee participants shall be given the opportunity to review and provide advice and
recommendations on the projects to be included in the Regional Transmission Expansion
Plan. The Transmission Expansion Advisory Committee meetings shall include
discussions addressing interregional planning issues, as required. The Transmission
Expansion Advisory Committee shall be open to participation by: (i) all Transmission
Customers, as that term is defined in the PJM Tariff, and applicants for transmission
service; (i) any other entity proposing to provide Transmission Facilities to be integrated
into the PIM Region; (iii) all Members; (iv) the electric utility regulatory agencies within
the States in the PJM Region, the Independent State Agencies Committee, and the State
Consumer Advocates; and (v) any other interested entities or persons. The Transmission
Expansion Advisory Committee shall be governed by the Transmission Expansion
Advisory Committee rules and procedures set forth in the PJM Regional Planning
Process Manual (PJM Manual M-14 series) and by the rules and procedures applicable to
PJM committees.

(© The Subregional RTEP Committees established by the Office of the
Interconnection shall facilitate the development and review of the Subregional RTEP
Projects. The Subregional RTEP Committees will be responsible for the initial review of
the Subregional RTEP Projects, and to provide recommendations to the Transmission
Expansion Advisory Committee concerning the Subregional RTEP Projects. A
Subregional RTEP Committee may of its own accord or at the request of a Subregional
RTEP Committee participant, also refer specific Subregional RTEP Projects to the
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Transmission Expansion Advisory Committee for further review, advice and
recommendations.

(d) The Subregional RTEP Committees shall be responsible for the timely review of
each Transmission Owner’s Local Plan. This review shall include, but is not limited to,
the review of the criteria, assumptions and models used by the Transmission Owner to
identify criteria violations and proposed solutions prior to finalizing the Local Plan, the
coordination and integration of the Local Plans into the RTEP, and addressing any
stakeholder issues unresolved in the Local Plan process. The Subregional RTEP
Committees will be provided sufficient opportunity to review and provide written
comments to the Transmission Owners on the criteria, assumptions, and models used in
local planning activities prior to finalizing the Local Plan. The Subregional RTEP
Committees meetings shall include discussions addressing interregional planning issues,
as required. Once finalized, the Subregional RTEP Committees will be provided
sufficient opportunity to review and provide written comments to the Transmission
Owners on the Local Plans as integrated into the RTEP, prior to the submittal of the final
Regional Transmission Expansion Plan to the PJM Board for approval.

(e The Subregional RTEP Committees shall be open to participation by: (i) all
Transmission Customers, as that term is defined in the PJM Tariff, and applicants for
transmission service; (ii) any other entity proposing to provide Transmission Facilities to
be integrated into the PJM Region; (iii) all Members; (iv) the electric utility regulatory
agencies within the States in the PJM Region, the Independent State Agencies
Committee, and the State Consumer Advocates and (v) any other interested entities or
persons.

U] Each Subregional RTEP Committee shall schedule and facilitate a minimum of
one Subregional RTEP Committee meeting to review the criteria, assumptions and
models used by the Transmission Owner to identify criteria violations. Each Subregional
RTEP Committee shall schedule and facilitate an additional Subregional RTEP
Committee meeting, per planning cycle, and as required to review the identified criteria
violations and potential solutions. The Subregional RTEP Committees may facilitate
additional meetings to incorporate more localized areas in the subregional planning
process. At the discretion of the Office of the Interconnection, a designated Transmission
Owner may facilitate Subregional RTEP Committee meeting(s), or the additional
meetings incorporating the more localized areas.

(9) The Subregional RTEP Committees shall be governed by the Transmission
Expansion Advisory Committee rules and procedures set forth in the PJM Regional
Planning Process Manual (Manual M-14 series) and by the rules and procedures
applicable to PJM committees.
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1.4 Contents of the Regional Transmission Expansion Plan.

@) The Regional Transmission Expansion Plan shall consolidate the transmission needs of
the region into a single plan which is assessed on the bases of (i) maintaining the reliability of the
PJM Region in an economic and environmentally acceptable manner, (ii) supporting competition
in the PJM Region, (iii) striving to maintain and enhance the market efficiency and operational
performance of wholesale electric service markets and (iv) considering federal and state Public
Policy Requirements.

(b) The Regional Transmission Expansion Plan shall reflect, consistent with the requirements
of this Schedule 6, transmission enhancements and expansions; load forecasts; and capacity
forecasts, including expected generation additions and retirements, demand response, and
reductions in demand from energy efficiency and price responsive demand for at least the
ensuing ten years.

(© The Regional Transmission Expansion Plan shall, at a minimum, include a designation of
the Transmission Owner(s) or other entity(ies) that will construct, own, maintain, operate, and/or
finance each transmission enhancement and expansion and how all reasonably incurred costs are
to be recovered.

(d)  The Regional Transmission Expansion Plan shall (i) avoid unnecessary duplication of
facilities; (ii) avoid the imposition of unreasonable costs on any Transmission Owner or any user
of Transmission Facilities; (iii) take into account the legal and contractual rights and obligations
of the Transmission Owners; (iv) provide, if appropriate, alternative means for meeting
transmission needs in the PJM Region; (V) provide for coordination with existing transmission
systems and with appropriate interregional and local expansion plans; and (vi) strive for
consistency in planning data and assumptions that may relieve transmission congestion across
multiple regions.
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1.5 Procedure for Development of the Regional Transmission Expansion Plan.
1.5.1 Commencement of the Process.

@) The Office of the Interconnection shall initiate the enhancement and expansion study
process if: (i) required as a result of a need for transfer capability identified by the Office of the
Interconnection in its evaluation of requests for interconnection with the Transmission System or
for firm transmission service with a term of one year or more; (ii) required to address a need
identified by the Office of the Interconnection in its on-going evaluation of the Transmission
System’s market efficiency and operational performance; (iii) required as a result of the Office of
the Interconnection’s assessment of the Transmission System’s compliance with NERC
Reliability Standards, more stringent reliability criteria, if any, or PJM planning and operating
criteria; (iv) required to address constraints or available transfer capability shortages, including,
but not limited to, available transfer capability shortages that prevent the simultaneous feasibility
of stage 1A Auction Revenue Rights allocated pursuant to Section 7.4.2(b) of Schedule 1 of this
Agreement, constraints or shortages as a result of expected generation retirements, constraints or
shortages based on an evaluation of load forecasts, or system reliability needs arising from
proposals for the addition of Transmission Facilities in the PJIM Region; or (v) expansion of the
Transmission System is proposed by one or more Transmission Owners, Interconnection
Customers, Network Service Users or Transmission Customers, or any party that funds Network
Upgrades pursuant to Section 7.8 of Schedule 1 of this Agreement. The Office of the
Interconnection may initiate the enhancement and expansion study process to address or
consider, where appropriate, requirements or needs arising from sensitivity studies, modeling
assumption variations, scenario analyses, and Public Policy Objectives.

(b) The Office of the Interconnection shall notify the Transmission Expansion Advisory
Committee participants of, as well as publicly notice, the commencement of an enhancement and
expansion study. The Transmission Expansion Advisory Committee participants shall notify the
Office of the Interconnection in writing of any additional transmission considerations they would
like to have included in the Office of the Interconnection’s analyses.

1.5.2 Development of Scope, Assumptions and Procedures.

Once the need for an enhancement and expansion study has been established, the Office of the
Interconnection shall consult with the Transmission Expansion Advisory Committee and the
Subregional RTEP Committees, as appropriate, to prepare the study’s scope, assumptions and
procedures.

1.5.3 Scope of Studies.

In conducting the enhancement and expansion studies, the Office of the Interconnection shall not
limit its analyses to bright line tests to identify and evaluate potential Transmission System
limitations, violations of planning criteria, or transmission needs. In addition to the bright line
tests, the Office of the Interconnection shall employ sensitivity studies, modeling assumption
variations, and scenario analyses, and shall also consider Public Policy Objectives in the studies
and analyses, so as to mitigate the possibility that bright line metrics may inappropriately include
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or exclude transmission projects from the transmission plan. Sensitivity studies, modeling
assumption variations, and scenario analyses shall take account of potential changes in expected
future system conditions, including, but not limited to, load levels, transfer levels, fuel costs, the
level and type of generation, generation patterns (including, but not limited to, the effects of
assumptions regarding generation that is at risk for retirement and new generation to satisfy
Public Policy Objectives), demand response, and uncertainties arising from estimated times to
construct transmission upgrades. The Office of the Interconnection shall use the sensitivity
studies, modeling assumption variations and scenario analyses in evaluating and choosing
among alternative solutions to reliability, market efficiency and operational performance needs.
The Office of the Interconnection shall provide the results of its studies and analyses to the
Transmission Expansion Advisory Committee to consider the impact that sensitivities,
assumptions, and scenarios may have on Transmission System needs and the need for
transmission enhancements or expansions. Enhancement and expansion studies shall be
completed by the Office of the Interconnection in collaboration with the affected Transmission
Owners, as required. In general, enhancement and expansion studies shall include:

@ An identification of existing and projected limitations on the Transmission System’s
physical, economic and/or operational capability or performance, with accompanying
simulations to identify the costs of controlling those limitations. Potential enhancements and
expansions will be proposed to mitigate limitations controlled by non-economic means.

(b) Evaluation and analysis of potential enhancements and expansions, including alternatives
thereto, needed to mitigate such limitations.

(© Identification, evaluation and analysis of potential transmission expansions and
enhancements, demand response programs, and other alternative technologies as appropriate to
maintain system reliability.

(d) Identification, evaluation and analysis of potential enhancements and expansions for the
purposes of supporting competition, market efficiency, operational performance, and Public
Policy Requirements in the PJM Region.

(e) Identification, evaluation and analysis of upgrades to support Incremental Auction
Revenue Rights requested pursuant to Section 7.8 of Schedule 1 of this Agreement.

()] Identification, evaluation and analysis of upgrades to support all transmission customers,
including native load and network service customers.

(9) Engineering studies needed to determine the effectiveness and compliance of
recommended enhancements and expansions, with the following PJM criteria: system reliability,
operational performance, and market efficiency.

(h) Identification, evaluation and analysis of potential enhancements and expansions
designed to ensure that the Transmission System’s capability can support the simultaneous
feasibility of all stage 1A Auction Revenue Rights allocated pursuant to Section 7.4.2(b) of
Schedule 1 of this Agreement. Enhancements and expansions related to stage 1A Auction
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Revenue Rights identified pursuant to this Section shall be recommended for inclusion in the
Regional Transmission Expansion Plan together with a recommended in-service date based on
the results of the ten (10) year stage 1A simultaneous feasibility analysis. Any such
recommended enhancement or expansion under this Section 1.5.3(h) shall include, but shall not
be limited to, the reason for the upgrade, the cost of the upgrade, the cost allocation identified
pursuant to Section 1.5.6(l) of Schedule 6 of this Agreement and an analysis of the benefits of
the enhancement or expansion, provided that any such upgrades will not be subject to a market
efficiency cost/benefit analysis.

1.5.4 Supply of Data.

@) The Transmission Owners shall provide to the Office of the Interconnection on an annual
or periodic basis as specified by the Office of the Interconnection, any information and data
reasonably required by the Office of the Interconnection to perform the Regional Transmission
Expansion Plan, including but not limited to the following: (i) a description of the total load to
be served from each substation; (ii) the amount of any interruptible loads included in the total
load (including conditions under which an interruption can be implemented and any limitations
on the duration and frequency of interruptions); (iii) a description of all generation resources to
be located in the geographic region encompassed by the Transmission Owner’s transmission
facilities, including unit sizes, VAR capability, operating restrictions, and any must-run unit
designations required for system reliability or contract reasons; the (iv) current Local Plan; and
(v) all criteria, assumptions and models used in the current Local Plan. The data required under
this Section shall be provided in the form and manner specified by the Office of the
Interconnection.

(b) In addition to the foregoing, the Transmission Owners, those entities requesting
transmission service and any other entities proposing to provide Transmission Facilities to be
integrated into the PJIM Region shall supply any other information and data reasonably required
by the Office of the Interconnection to perform the enhancement and expansion study.

(© The Office of the Interconnection also shall solicit from the Members, Transmission
Customers and other interested parties, including but not limited to electric utility regulatory
agencies within the States in the PJM Region, Independent State Agencies Committee, and the
State Consumer Advocates, information required by, or anticipated to be useful to, the Office of
the Interconnection in its preparation of the enhancement and expansion study, including
information regarding potential sensitivity studies, modeling assumption variations, scenario
analyses, and Public Policy Objectives that may be considered.

(d) The Office of the Interconnection shall supply to the Transmission Expansion Advisory
Committee and the Subregional RTEP Committees reasonably required information and data
utilized to develop the Regional Transmission Expansion Plan. Such information and data shall
be provided pursuant to the appropriate protection of confidentiality provisions and Office of the
Interconnection’s CEII process.

(e The Office of the Interconnection shall provide access through the PJIM website, to the
Transmission Owner’s Local Plan, including all criteria, assumptions and models used by the
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Transmission Owners in developing their respective Local Plan (“Local Plan Information”).
Local Plan Information shall be provided consistent with: (1) any applicable confidentiality
provisions set forth in Section 18.17 of this Operating Agreement; (2) the Office of the
Interconnection’s CEII process; and (3) any applicable copyright limitations. Notwithstanding
the foregoing, the Office of the Interconnection may share with a third party Local Plan
Information that has been designated as confidential, pursuant to the provisions for such
designation as set forth in Section 18.17 of this Operating Agreement and subject to: (i)
agreement by the disclosing Transmission Owner consistent with the process set forth in this
Operating Agreement; and (ii) an appropriate non-disclosure agreement to be executed by PJIM
Interconnection, L.L.C., the Transmission Owner and the requesting third party. With the
exception of confidential, CEIl and copyright protected information, Local Plan Information will
be provided for full review by the Planning Committee, the Transmission Expansion Advisory
Committee, and the Subregional RTEP Committees.

1.5.5 Coordination of the Regional Transmission Expansion Plan.

@ The Regional Transmission Expansion Plan shall be developed in accordance with the
principles of interregional coordination with the Transmission Systems of the surrounding
Regional Entities and with the local transmission providers, through the Transmission Expansion
Advisory Committee and the Subregional RTEP Committee.

(b) The Regional Transmission Expansion Plan shall be developed taking into account the
processes for coordinated regional transmission expansion planning established under the
following agreements: Joint Operating Agreement Between the Midwest Independent System
Operator, Inc. and PJM Interconnection, L.L.C.; Northeastern ISO/RTO Planning Coordination
Protocol; Joint Reliability Coordination Agreement Between the Midwest Independent System
Operator, Inc.; PJIM Interconnection, L.L.C. and Progress Energy Carolinas. Coordinated
regional transmission expansion planning shall also incorporate input from parties that may be
impacted by the coordination efforts, including but not limited to, the Members, Transmission
Customers, electric utility regulatory agencies in the PJM Region, and the State Consumer
Advocates, in accordance with the terms and conditions of the applicable regional coordination
agreements.

(© The Regional Transmission Expansion Plan shall be developed by the Office of the
Interconnection in consultation with the Transmission Expansion Advisory Committee during
the enhancement and expansion study process.

(d) The Regional Transmission Expansion Plan shall be developed taking into account the
processes for coordination of the regional and subregional systems.

1.5.6 Development of the Recommended Regional Transmission Expansion Plan.
@ The Office of the Interconnection shall be responsible for the development of the
Regional Transmission Expansion Plan and for conducting the studies, including sensitivity

studies and scenario analyses on which the plan is based. The Regional Transmission Expansion
Plan, including the Regional RTEP Projects, the Subregional RTEP Projects and the
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Supplemental Projects shall be developed through an open and collaborative process with
opportunity for meaningful participation through the Transmission Expansion Advisory
Committee and the Subregional RTEP Committees.

(b) The Transmission Expansion Advisory Committee and the Subregional RTEP Committees
shall each facilitate a minimum of one initial assumptions meeting to be scheduled at the
commencement of the Regional Transmission Expansion Plan process. The purpose of the
assumptions meeting shall be to provide an open forum to discuss the following: (i) the
assumptions to be used in performing the evaluation and analysis of the potential enhancements
and expansions to the Transmission Facilities; (ii) Public Policy Objectives for consideration in
the Office of the Interconnection’s transmission planning analyses; (iii) the impacts of regulatory
actions, projected changes in load growth, demand response resources, energy efficiency
programs, price responsive demand, generating additions and retirements, market efficiency and
other trends in the industry; and (iv) alternative sensitivity studies, modeling assumptions and
scenario analyses proposed by the Committee participants. Prior to the initial assumptions
meeting, Committee participants will be afforded the opportunity to provide input and submit
suggestions regarding the information identified in items (i) through (iv) of this subsection. A
range of assumptions to be used in the studies and scenario analyses shall be determined by the
Office of the Interconnection, considering the advice and recommendations of the Transmission
Expansion Advisory Committee and Subregional RTEP Committees participants and shall be
documented and publicly posted for review.

(c) After the assumptions meeting(s), the Transmission Expansion Advisory Committee and
the Subregional RTEP Committees shall facilitate additional meetings and shall post all
communications required to provide early opportunity for the committee participants (as defined
in Sections 1.3(b) and 1.3(c) of this Schedule 6) to review and evaluate the following arising
from the studies performed by the Office of the Interconnection, including sensitivity studies and
scenario analyses: (i) any identified violations of reliability criteria and analyses of the market
efficiency and operational performance of the Transmission System; (ii) potential transmission
solutions, including any acceleration, deceleration or modifications of a potential expansion or
enhancement based on the results of sensitivities studies and scenario analyses; and (iii) the
proposed Regional Transmission Expansion Plan. These meetings will be scheduled as deemed
necessary by the Office of the Interconnection or upon the request of the Transmission
Expansion Advisory Committee or the Subregional RTEP Committees. The Office of the
Interconnection will provide updates on the status of the development of the Regional
Transmission Expansion Plan at these meetings or at the regularly scheduled meetings of the
Planning Committee.

(d) In addition, the Office of the Interconnection shall facilitate periodic meetings with the
Independent State Agencies Committee to discuss: (i) the assumptions to be used in performing
the evaluation and analysis of the potential enhancements and expansions to the Transmission
Facilities; (ii) regulatory initiatives, as appropriate, including state regulatory agency initiated
programs, and other Public Policy Objectives, to consider including in the Office of the
Interconnection’s transmission planning analyses, (iii) the impacts of regulatory actions,
projected changes in load growth, demand response resources, energy efficiency programs,
generating capacity, market efficiency and other trends in the industry; and (iv) alternative
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sensitivity studies, modeling assumptions and scenario analyses proposed by Independent State
Agencies Committee. At such meetings, the Office of the Interconnection also shall discuss the
current status of the enhancement and expansion study process. The Independent State Agencies
Committee may request that the Office of Interconnection schedule additional meetings as
necessary. The Office of the Interconnection shall inform the Transmission Expansion Advisory
Committee and the Subregional RTEP Committees, as appropriate, of the input of the
Independent State Agencies Committee and shall consider such input in developing the range of
assumptions to be used in the studies and scenario analyses described in Section (b), above.

(e) Upon completion of its studies and analysis, including sensitivity studies and scenario
analyses the Office of the Interconnection shall post on the PJM website the violations, system
conditions, economic constraints, and Public Policy Requirements as detailed in Section 1.5.8(b)
of this Schedule 6 to afford entities an opportunity to submit proposed enhancements or
expansions to address the posted violations, system conditions, economic constraints and Public
Policy Requirements as provided for in Section 1.5.8(c) of this Schedule 6. Following the close
of a proposal window, the Office of the Interconnection shall: (i) post all proposals submitted
pursuant to Section 1.5.8(c) of this Schedule 6; (ii) consider proposals submitted during the
proposal windows consistent with Section 1.5.8(d) of this Schedule 6 and develop a
recommended plan. Following review by the Transmission Expansion Advisory Committee of
proposals, the Office of the Interconnection, based on identified needs and the timing of such
needs, and taking into account the sensitivity studies, modeling assumption variations and
scenario analyses considered pursuant to Section 1.5.3 of this Schedule 6, shall determine, which
more efficient or cost-effective enhancements and expansions shall be included in the
recommended plan, including solutions identified as a result of the sensitivity studies, modeling
assumption variations, and scenario analyses, that may accelerate, decelerate or modify a
potential reliability, market efficiency or operational performance expansion or enhancement
identified as a result of the sensitivity studies, modeling assumption variations and scenario
analyses, shall be included in the recommended plan. The Office of the Interconnection shall
post the proposed recommended plan for review and comment by the Transmission Expansion
Advisory Committee. The Transmission Expansion Advisory Committee shall facilitate open
meetings and communications as necessary to provide opportunity for the Transmission
Expansion Advisory Committee participants to collaborate on the preparation of the
recommended enhancement and expansion plan. The Office of the Interconnection also shall
invite interested parties to submit comments on the plan to the Transmission Expansion Advisory
Committee and to the Office of the Interconnection before submitting the recommended plan to
the PIJM Board for approval.

() The recommended plan shall separately identify enhancements and expansions for the
three PJM subregions, the PJIM Mid-Atlantic Region, the PJIM West Region, and the PJM South
Region, and shall incorporate recommendations from the Subregional RTEP Committees.

(9) The recommended plan shall separately identify enhancements and expansions that are
classified as Supplemental Projects.

(h)  The recommended plan shall identify enhancements and expansions that relieve
transmission constraints and which, in the judgment of the Office of the Interconnection, are
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economically justified. Such economic expansions and enhancements shall be developed in
accordance with the procedures, criteria and analyses described in Sections 1.5.7 and 1.5.8 of
this Schedule 6.

Q) The recommended plan shall identify enhancements and expansions proposed by a state
or states pursuant to Section 1.5.9 of this Schedule 6.

() The recommended plan shall include proposed Merchant Transmission Facilities within
the PJM Region and any other enhancement or expansion of the Transmission System requested
by any participant which the Office of the Interconnection finds to be compatible with the
Transmission System, though not required pursuant to Section 1.1, provided that (1) the
requestor has complied, to the extent applicable, with the procedures and other requirements of
Parts IV and VI of the PIM Tariff; (2) the proposed enhancement or expansion is consistent with
applicable reliability standards, operating criteria and the purposes and objectives of the regional
planning protocol; (3) the requestor shall be responsible for all costs of such enhancement or
expansion (including, but not necessarily limited to, costs of siting, designing, financing,
constructing, operating and maintaining the pertinent facilities), and (4) except as otherwise
provided by Parts IV and VI of the PIM Tariff with respect to Merchant Network Upgrades, the
requestor shall accept responsibility for ownership, construction, operation and maintenance of
the enhancement or expansion through an undertaking satisfactory to the Office of the
Interconnection.

(k) For each enhancement or expansion that is included in the recommended plan, the plan
shall consider, based on the planning analysis: other input from participants, including any
indications of a willingness to bear cost responsibility for such enhancement or expansion; and,
when applicable, relevant projects being undertaken to ensure the simultaneous feasibility of
Stage 1A ARRs, to facilitate Incremental ARRs pursuant to the provisions of Section 7.8 of
Schedule 1 of this Agreement, or to facilitate upgrades pursuant to Parts I, 111, or VI of the PIM
Tariff, and designate one or more Transmission Owners or other entities to construct, own and,
unless otherwise provided, finance the recommended transmission enhancement or expansion.
To the extent that one or more Transmission Owners are designated to construct, own and/or
finance a recommended transmission enhancement or expansion, the recommended plan shall
designate the Transmission Owner that owns transmission facilities located in the Zone where
the particular enhancement or expansion is to be located. Otherwise, any designation under this
paragraph of one or more entities to construct, own and/or finance a recommended transmission
enhancement or expansion shall also include a designation of partial responsibility among them.
Nothing herein shall prevent any Transmission Owner or other entity designated to construct,
own and/or finance a recommended transmission enhancement or expansion from agreeing to
undertake its responsibilities under such designation jointly with other Transmission Owners or
other entities.

M Based on the planning analysis and other input from participants, including any
indications of a willingness to bear cost responsibility for an enhancement or expansion, the
recommended plan shall, for any enhancement or expansion that is included in the plan,
designate (1) the Market Participant(s) in one or more Zones, or any other party that has agreed
to fully fund upgrades pursuant to this Agreement or the PIJM Tariff, that will bear cost
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responsibility for such enhancement or expansion, as and to the extent provided by any provision
of the PJM Tariff or this Agreement, (2) in the event and to the extent that no provision of the
PJM Tariff or this Agreement assigns cost responsibility, the Market Participant(s) in one or
more Zones from which the cost of such enhancement or expansion shall be recovered through
charges established pursuant to Schedule 12 of the Tariff, and (3) in the event and to the extent
that the Coordinated System Plan developed under the Joint Operating Agreement Between the
Midwest Independent System Operator, Inc. and PJM Interconnection, L.L.C. assigns cost
responsibility, the Market Participant(s) in one or more Zones from which the cost of such
enhancement or expansion shall be recovered. Any designation under clause (2) of the preceding
sentence (A) shall further be based on the Office of the Interconnection’s assessment of the
contributions to the need for, and benefits expected to be derived from, the pertinent
enhancement or expansion by affected Market Participants and, (B) subject to FERC review and
approval, shall be incorporated in any amendment to Schedule 12 of the PJIM Tariff that
establishes a Transmission Enhancement Charge Rate in connection with an economic expansion
or enhancement developed under Sections 1.5.6(h) and 1.5.7 of this Schedule 6, (C) the costs
associated with expansions and enhancements required to ensure the simultaneous feasibility of
stage 1A Auction Revenue Rights allocated pursuant to Section 7 of Schedule 1 of this
Agreement shall (1) be allocated across transmission zones based on each zone’s stage 1A
eligible Auction Revenue Rights flow contribution to the total stage 1A eligible Auction
Revenue Rights flow on the facility that limits stage 1A ARR feasibility and (2) within each
transmission zone the Network Service Users and Transmission Customers that are eligible to
receive stage 1A Auction Revenue Rights shall be the Responsible Customers under Section (b)
of Schedule 12 of the PJM Tariff for all expansions and enhancements included in the Regional
Transmission Expansion Plan to ensure the simultaneous feasibility of stage 1A Auction
Revenue Rights, and (D) the costs associated with expansions and enhancements required to
reduce to zero the Locational Price Adder for LDAs as described in Section 15 of Attachment
DD of OATT shall (1) be allocated across Zones based on each Zone’s pro rata share of load in
such LDA and (2) within each Zone, to all LSEs serving load in such LDA pro rata based on
such load.

Any designation under clause (3), above, (A) shall further be based on the Office of the
Interconnection’s assessment of the contributions to the need for, and benefits expected to be
derived from, the pertinent enhancement or expansion by affected Market Participants, and (B),
subject to FERC review and approval, shall be incorporated in an amendment to a Schedule of
the PJM Tariff which establishes a charge in connection with the pertinent enhancement or
expansion. Before designating fewer than all customers using Point-to-Point Transmission
Service or Network Integration Transmission Service within a Zone as customers from which the
costs of a particular enhancement or expansion may be recovered, Transmission Provider shall
consult, in a manner and to the extent that it reasonably determines to be appropriate in each such
instance, with affected state utility regulatory authorities and stakeholders. When the plan
designates more than one responsible Market Participant, it shall also designate the proportional
responsibility among them. Notwithstanding the foregoing, with respect to any facilities that the
Regional Transmission Expansion Plan designates to be owned by an entity other than a
Transmission Owner, the plan shall designate that entity as responsible for the costs of such
facilities.
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(m)  Certain Regional RTEP Project(s) and Subregional RTEP Project(s) may not be required
for compliance with the following PJM criteria: system reliability, market efficiency or
operational performance, pursuant to a determination by the Office of the Interconnection.
These Supplemental Projects shall be separately identified in the RTEP and are not subject to
approval by the PJM Board.

1.5.7 Development of Economic Transmission Enhancements and Expansions.

@ Each year the Transmission Expansion Advisory Committee shall review and comment
on the assumptions to be used in performing the market efficiency analysis to identify
enhancements or expansions that could relieve transmission constraints that have an economic
impact (“economic constraints”). Such assumptions shall include, but not be limited to, the
discount rate used to determine the present value of the Total Annual Enhancement Benefit and
Total Enhancement Cost, and the annual revenue requirement, including the recovery period,
used to determine the Total Enhancement Cost. The discount rate shall be based on the
Transmission Owners’ most recent after-tax embedded cost of capital weighted by each
Transmission Owner’s total transmission capitalization. Each year, each Transmission Owner
will be requested to provide the Office of the Interconnection with the Transmission Owner’s
most recent after-tax embedded cost of capital, total transmission capitalization, and levelized
carrying charge rate, including the recovery period. The recovery period shall be consistent with
recovery periods allowed by the Commission for comparable facilities. Prior to PJM Board
consideration of such assumptions, the assumptions shall be presented to the Transmission
Expansion Advisory Committee for review and comment. Following review and comment by
the Transmission Expansion Advisory Committee, the Office of the Interconnection shall submit
the assumptions to be used in performing the market efficiency analysis described in this Section
1.5.7 to the PJM Board for consideration.

(b) Following PJM Board consideration of the assumptions, the Office of the Interconnection
shall perform a market efficiency analysis to compare the costs and benefits of: (i) accelerating
reliability-based enhancements or expansions already included in the Regional Transmission
Plan that if accelerated also could relieve one or more economic constraints; (ii) modifying
reliability—based enhancements or expansions already included in the Regional Transmission
Plan that as modified would relieve one or more economic constraints; and (iii) adding new
enhancements or expansions that could relieve one or more economic constraints, but for which
no reliability-based need has been identified. Economic constraints include, but are not limited
to, constraints that cause: (1) significant historical gross congestion; (2) pro-ration of Stage 1B
ARR requests as described in section 7.4.2(c) of Schedule 1 of this Agreement; or (3) significant
simulated congestion as forecasted in the market efficiency analysis. The timeline for the market
efficiency analysis and comparison of the costs and benefits for items 1.5.7(b)(i-1ii) is described
in the PJM Manuals.

(c) The process for conducting the market efficiency analysis described in subsection (b)
above shall include the following:
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Q) The Office of the Interconnection shall identify and provide to the Transmission
Expansion Advisory Committee a list of economic constraints to be evaluated in the market
efficiency analysis.

(i) The Office of the Interconnection shall identify any planned reliability-based
enhancements or expansions already included in the Regional Transmission Expansion Plan,
which if accelerated would relieve such constraints, and present any such proposed reliability-
based enhancements and expansions to be accelerated to the Transmission Expansion Advisory
Committee for review and comment. The PJM Board, upon consideration of the advice of the
Transmission Expansion Advisory Committee, thereafter shall consider and vote to approve any
accelerations.

(iii)  The Office of the Interconnection shall evaluate whether including any additional
economic-based enhancements or expansions in the Regional Transmission Expansion Plan or
modifications of existing Regional Transmission Expansion Plan reliability-based enhancements
or expansions would relieve an economic constraint. In addition, pursuant to Section 1.5.8(c) of
this Schedule 6, any market participant may submit to the Office of the Interconnection a
proposal to construct an additional economic-based enhancement or expansion to relieve an
economic constraint. Upon completion of its evaluation, including consideration of any eligible
market participant proposed economic-based enhancements or expansions, the Office of the
Interconnection shall present to the Transmission Expansion Advisory Committee a description
of new economic-based enhancements and expansions for review and comment. Upon
consideration and advice of the Transmission Expansion Advisory Committee, the PJM Board
shall consider any new economic-based enhancements and expansions for inclusion in the
Regional Transmission Plan and for those enhancements and expansions it approves, the PJIM
Board shall designate (a) the entity or entities that will be responsible for constructing and
owning or financing the additional economic-based enhancements and expansions, (b) the
estimated costs of such enhancements and expansions, and (c) the market participants that will
bear responsibility for the costs of the additional economic-based enhancements and expansions
pursuant to Section 1.5.6(1) of this Schedule 6. In the event the entity or entities designated as
responsible for construction, owning or financing a designated new economic-based
enhancement or expansion declines to construct, own or finance the new economic-based
enhancement or expansion, the enhancement or expansion will not be included in the Regional
Transmission Expansion Plan but will be included in the report filed with the FERC in
accordance with Sections 1.6 and 1.7 of this Schedule 6. This report also shall include
information regarding PJM Board approved accelerations of reliability-based enhancements or
expansions that an entity declines to accelerate.

(d) To determine the economic benefits of accelerating or modifying planned reliability-
based enhancements or expansions or of constructing additional economic based enhancements
or expansions and whether such economic-based enhancements or expansion are eligible for
inclusion in the Regional Transmission Expansion Plan, the Office of the Interconnection shall
perform and compare market simulations with and without the proposed accelerated or modified
planned reliability-based enhancements or expansions or the additional economic-based
enhancements or expansions as applicable, using the Benefit/Cost Ratio calculation set forth
below in this Section 1.5.7(d). An economic-based enhancement or expansion shall be
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considered for inclusion in the Regional Transmission Expansion Plan and recommended to the
PJM Board, if the relative benefits and costs of the economic-based enhancement or expansion
meet a Benefit/Cost Ratio Threshold of at least 1.25:1.

The Benefit/Cost Ratio shall be determined as follows:

Benefit/Cost Ratio = [Present value of the Total Annual Enhancement Benefit for each of
the first 15 years of the life of the enhancement or expansion] + [Present value of the
Total Enhancement Cost for each of the first 15 years of the life of the enhancement or

expansion]

Where

Total Annual Enhancement Benefit = Energy Market Benefit + Reliability Pricing

Model Benefit

and

Energy Market Benefit = [.70] * [Change in Total Energy Production
Cost] +[.30] * [Change in Load Energy Payment]

and

and

Change in Total Energy Production Cost = [the estimated total
annual fuel costs, variable O&M costs, and emissions costs of the
dispatched resources in the PJM Region without the economic-
based enhancement or expansion] — [the estimated total annual fuel
costs, variable O&M costs, and emissions costs of the dispatched
resources in the PJM Region with the economic-based
enhancement or expansion]

Change in Load Energy Payment = [the annual sum of (the hourly
estimated zonal load megawatts for each Zone) * (the hourly
estimated zonal Locational Marginal Price for each Zone without
the economic-based enhancement or expansion)] — [the annual sum
of (the hourly estimated zonal load megawatts for each Zone) *
(the hourly estimated zonal Locational Marginal Price for each
Zone with the economic-based enhancement or expansion)] — [the
change in value of transmission rights for each Zone with the
economic-based enhancement or expansion (as measured using
currently allocated Auction Revenue Rights plus additional
Auction Revenue Rights made available by the proposed
acceleration or modification of the planned reliability-based
enhancement or expansion or new economic based enhancement or
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and

expansion)]. For economic-based enhancements and expansions
for which cost responsibility is assigned pursuant to Section (b)(i)
of Schedule 12 of the PJM Tariff, the Change in the Load Energy
Payment shall be the sum of the Change in Load Energy Payment
in all Zones. For economic-based enhancements or expansions for
which cost responsibility is assigned pursuant to Section (b)(v) of
Schedule 12 of the PJM Tariff, the Change in Load Energy
Payment shall be the sum of the Change in the Load Energy
Payment only of the Zones that show a decrease in Load Energy
Payment.

Reliability Pricing Benefit = [.70] * [Change in Total System Capacity
Cost] +[.30] * [Change in Load Capacity Payment]

and

and

Change in Total System Capacity Cost = [the sum of (the
megawatts that are estimated to be cleared in the Base Residual
Auction under Attachment DD of the PIJM Tariff) * (the prices that
are estimated to be contained in the Sell Offers for each such
cleared megawatt without the economic-based enhancement or
expansion) * (the number of days in the study year)] — [the sum of
(the megawatts that are estimated to be cleared in the Base
Residual Auction under Attachment DD of the PJM Tariff) * (the
prices that are estimated to be contained in the Sell Offers for each
such cleared megawatt with the economic-based enhancement or
expansion) * (the number of days in the study year)]

Change in Load Capacity Payment = [the sum of (the estimated
zonal load megawatts in each Zone) * (the estimated Final Zonal
Capacity Prices under Attachment DD of the PIJM Tariff without
the economic-based enhancement or expansion) * (the number of
days in the study year)] — [the sum of (the estimated zonal load
megawatts in each Zone) * (the estimated Final Zonal Capacity
Prices under Attachment DD of the PIM Tariff with the economic-
based enhancement or expansion) * (the number of days in the
study year)]. The Change in Load Capacity Payment shall take
account of the change in value of Capacity Transfer Rights in each
Zone, including any additional Capacity Transfer Rights made
available by the proposed acceleration or modification of the
planned reliability-based enhancement or expansion or new
economic based enhancement or expansion. For economic-based
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enhancements and expansions for which cost responsibility is
assigned pursuant to Section (b)(i) of Schedule 12 of the PIM
Tariff, the Change in the Load Capacity Payment shall be the sum
of the change in Load Capacity Payment in all Zones. For
economic-based enhancements or expansions for which cost
responsibility is assigned pursuant to Section (b)(v) of Schedule 12
of the PJM Tariff, the Change in Load Capacity Payment shall be
the sum of the change in the Load Capacity Payment only of the
Zones that show a decrease in Load Capacity Payment.

and

Total Enhancement Cost (except for accelerations of planned reliability-
based enhancements or expansions) = the estimated annual revenue
requirement for the economic-based enhancement or expansion.

Total Enhancement Cost (for accelerations of planned reliability-based
enhancements or expansions) = the estimated change in annual revenue
requirement resulting from the acceleration of the planned reliability-
based enhancement or expansion, taking account of all of the costs
incurred that would not have been incurred but for the acceleration of the
planned reliability-based enhancement or expansion.

(e) For informational purposes only, to assist the Office of the Interconnection and the
Transmission Expansion Advisory Committee in evaluating the economic benefits of
accelerating planned reliability-based enhancements or expansions or of constructing a new
economic-based enhancement or expansion, the Office of the Interconnection shall calculate and
post on the PJIM website the change in the following metrics on a zonal and system-wide basis:
(i) total energy production costs (fuel costs, variable O&M costs and emissions costs);(ii) total
load energy payments (zonal load MW times zonal load Locational Marginal Price); (iii) total
generator revenue from energy production (generator MW times generator Locational Marginal
Price); (iv) Financial Transmission Right credits (as measured using currently allocated Auction
Revenue Rights plus additional Auction Revenue Rights made available by the proposed
acceleration or modification of a planned reliability-based enhancement or expansion or new
economic based enhancement or expansion); (v) marginal loss surplus credit; and (vi) total
capacity costs and load capacity payments under the Office of the Interconnection’s
Commission-approved capacity construct.

)] To assure that new economic-based enhancements and expansions included in the
Regional Transmission Expansion Plan continue to be cost beneficial, the Office of the
Interconnection annually shall review the costs and benefits of constructing such enhancements
and expansions. In the event that there are changes in these costs and benefits, the Office of the
Interconnection shall review the changes in costs and benefits with the Transmission Expansion
Advisory Committee and recommend to the PJM Board whether the new economic-based
enhancements and expansions continue to provide measurable benefits, as determined in
accordance with subsection (d), and should remain in the Regional Transmission Expansion
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Plan. The annual review of the costs and benefits of constructing new economic-based
enhancements and expansions included in the Regional Transmission Expansion Plan shall
include review of changes in cost estimates of the economic-based enhancement or expansion,
and changes in system conditions, including but not limited to, changes in load forecasts, and
anticipated Merchant Transmission Facilities, generation, and demand response, consistent with
the requirements of Section 1.5.7(i) of this Schedule 6.

(9) For new economic enhancements or expansions with costs in excess of $50 million, an
independent review of such costs shall be performed to assure both consistency of estimating
practices and that the scope of the new economic-based enhancements and expansions is
consistent with the new economic-based enhancements and expansions as recommended in the
market efficiency analysis.

(h)  Atany time, market participants may submit to the Office of the Interconnection requests
to interconnect Merchant Transmission Facilities or generation facilities pursuant to Parts IV and
VI of the PIM Tariff that could address an economic constraint. In the event the Office of the
Interconnection determines that the interconnection of such facilities would relieve an economic
constraint, the Office of the Interconnection may designate the project as a “market solution”
and, in the event of such designation, Section 216 of the PIJM Tariff, as applicable, shall apply to
the project.

Q) The assumptions used in the market efficiency analysis described in subsection (b) and
any review of costs and benefits pursuant to subsection (f) shall include, but not be limited to, the
following:

Q) Timely installation of Qualifying Transmission Upgrades, as
defined in Section 2.5.7 of Attachment DD of the PIM Tariff, that
are committed to the PJM Region as a result of any Reliability
Pricing Model Auction pursuant to Attachment DD of the PJIM
Tariff or any FRR Capacity Plan pursuant to Schedule 8.1 of the
Reliability Assurance Agreement Among Load-Serving Entities in
the PJM Region (“Reliability Assurance Agreement”).

(i) Awvailability of Generation Capacity Resources, as defined by
Section 1.33 of the Reliability Assurance Agreement, that are
committed to the PJM Region as a result of any Reliability Pricing
Model Auction pursuant to Attachment DD of the PJM Tariff or
any FRR Capacity Plan pursuant to Schedule 8.1 of the Reliability
Assurance Agreement.

(iii)  Availability of Demand Resources as defined in Section 1.13 of
the Reliability Assurance Agreement that are committed to the
PJM Region as a result of any Reliability Pricing Model Auction
pursuant to Attachment DD of the PJM Tariff or any FRR
Capacity Plan pursuant to Schedule 8.1 of the Reliability
Assurance Agreement.
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(iv)  Addition of Customer Facilities pursuant to an executed
Interconnection Service Agreement or executed Interim
Interconnection Service Agreement for which an Interconnection
Service Agreement is expected to be executed.

(V) Addition of Customer-Funded Upgrades pursuant to an executed
Interconnection Construction Service Agreement or an Upgrade
Construction Service Agreement.

(vi)  Expected level of demand response over at least the ensuing fifteen
years based on analyses that consider historic levels of demand
response, expected demand response growth trends, impact of
capacity prices, current and emerging technologies.

(vii)  Expected levels of potential new generation and generation
retirements over at least the ensuing fifteen years based on
analyses that consider generation trends based on existing
generation on the system, generation in the PJM interconnection
queues and Capacity Resource Clearing Prices under Attachment
DD of the PJM Tariff. If the Office of the Interconnection finds
that the PJM reserve requirement is not met in any of its future
year market efficiency analyses then it will model adequate future
generation based on type and location of generation in existing
PJM interconnection queues.

(viii)  Items (i) through (v) will be included in the market efficiency
assumptions if qualified for consideration by the PJM Board. In
the event that any of the items listed in (i) through (v) above
qualify for inclusion in the market efficiency analysis assumptions,
however, because of the timing of the qualification the item was
not included in the assumptions used in developing the most recent
Regional Transmission Expansion Plan, the Office of the
Interconnection, to the extent necessary, shall notify any entity
constructing an economic-based enhancement or expansion that
may be affected by inclusion of such item in the assumptions for
the next market efficiency analysis described in subsection (b) and
any review of costs and benefits pursuant to subsection (f) that the
need for the economic-based enhancement or expansion may be
diminished or obviated as a result of the inclusion of the qualified
item in the assumptions for the next annual market efficiency
analysis or review of costs and benefits.

()] For informational purposes only, with regard to economic-based enhancements or

expansions that are included in the Regional Transmission Expansion Plan pursuant to
subsection (d) of this Section 1.5.7, the Office of the Interconnection shall perform sensitivity
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analyses consistent with Section 1.5.3 of this Schedule 6 and shall provide the results of such
sensitivity analyses to the Transmission Expansion Advisory Committee.

1.5.8 Development of Long-lead Projects, Short-term Projects, and Immediate-need
Reliability Projects.

@) Pre-Qualification Requirements. On an annual basis, entities that desire to be the
Designated Entity for Immediate-need Reliability Projects, Short-term Projects, or Long-lead
Projects shall submit to the Office of the Interconnection during the pre-qualification window,
noticed by the Office of the Interconnection, the following information: (i) name and address of
the entity; (ii) the technical and engineering qualifications of the entity or its affiliate, partner, or
parent company; (iii) the demonstrated experience of the entity or its affiliate, partner, or parent
company to develop, construct, maintain, and operate transmission facilities, including a list or
other evidence of transmission facilities the entity, its affiliate, partner, or parent company
previously developed, constructed, maintained, or operated; (iv) the previous record of the entity
or its affiliate, partner, or parent company regarding construction, maintenance, or operation of
transmission facilities both inside and outside of the PJM Region; (v) the capability of the entity
or its affiliate, partner, or parent company to adhere to standardized construction, maintenance
and operating practices; (vi) the financial statements of the entity or its affiliate, partner, or
parent company for the most recent fiscal quarter, as well as the most recent three fiscal years, or
the period of existence of the entity, if shorter, or such other evidence demonstrating an entity’s
current and expected financial capability acceptable to the Office of the Interconnection; (vii) a
commitment by the entity to execute the Consolidated Transmission Owners Agreement, if the
entity becomes a Designated Entity; (viii) evidence demonstrating the ability of the entity to
address and timely remedy failure of facilities; (ix) a description of the experience of the entity in
acquiring rights of way; and (x) such other supporting information that the Office of
Interconnection requires to make the pre-qualification determinations consistent with this
Section. Based on this information, and prior to the opening of the next project proposal
window, the Office of the Interconnection shall determine whether an entity is qualified to be a
Designated Entity and shall notify the entity of such determination. In the event the Office of the
Interconnection determines that an entity is not qualified to be a Designated Entity, the Office of
the Interconnection shall include in the notification the basis for its determination. The entity
shall have 30 days or other such period as may be agreed to by the Office of the Interconnection
to submit additional information, which the Office of the Interconnection shall consider in re-
evaluating whether the entity is qualified to be a Designated Entity. The Office of the
Interconnection shall notify the entity of the results of this re-evaluation within 15 business days
of receiving the additional information or such other reasonable time period as needed by the
Office of the Interconnection to make the determinations required by this Section prior to the
opening of the next project proposal window. If an entity is notified by the Office of the
Interconnection that the entity does not qualify to be a Designated Entity, such entity may
request dispute resolution pursuant to Schedule 5 of the Operating Agreement. If an entity was
qualified to be a Designated Entity in the previous year, such entity is not required to re-submit
information to qualify to be a Designated Entity in the current year provided, however, that such
entity must submit to the Office of the Interconnection all updated information at the time the
information has changed. In the event an entity submits updated information, the Office of the
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Interconnection shall determine whether the entity continues to qualify to be a Designated Entity
and shall notify the entity of its determination within a reasonable period of time prior to the
opening of the next proposal window. As determined by the Office of the Interconnection, an
entity may pre-qualify outside the annual pre-qualification window for good cause shown. This
Section shall not apply to entities that desire to propose projects for inclusion in the
recommended plan but do not intend to be a Designated Entity.

(b) Posting of Transmission System Needs. Upon identification of existing and projected
limitations on the Transmission System’s physical, economic and/or operational capability or
performance in the enhancement and expansion analysis process described in this Schedule 6 and
the PJM Manuals, and after consideration of non-transmission solutions, the Office of the
Interconnection shall post on the PJIM website the violations, system conditions, and economic
constraints, and Public Policy Requirements, including (i) federal Public Policy Requirements;
(i) state Public Policy Requirements identified or agreed-to by the states in the PJM Region,
which could be addressed by potential Short-term Projects, Long-lead Projects or projects
determined pursuant to the State Agreement Approach in Section 1.5.9 of this Schedule 6, as
applicable. The Office of the Interconnection also shall post an explanation regarding why
transmission needs associated with federal or state Public Policy Requirements were identified
but were not selected for further evaluation.

(© Project Proposal Windows. The Office of the Interconnection shall provide notice to
stakeholders of a 30-day proposal window for Short-term Projects and a 120-day proposal
window for Long-lead Projects. The Office of Interconnection may (i) shorten the proposal
windows should the identified need require a shorter proposal window to meet the needed in-
service date of the proposed enhancements or expansions; or (ii) extend the windows as needed
to accommodate updated information regarding system conditions. During these windows, the
Office of the Interconnection will accept proposals for potential enhancements or expansions to
address the posted violations, system conditions, economic constraints, as well as Public Policy
Requirements.

(c)(1) Proposals submitted in the proposal windows must contain: (i) the name and
address of the proposing entity; (ii) a statement whether the entity intends to be the Designated
Entity for the proposed project; (iii) the location of proposed project, including source and sink,
if applicable; (iv) relevant engineering studies, and other relevant information as described in the
PJM Manuals pertaining to the proposed project; (v) a proposed initial construction schedule
including projected dates on which needed permits are required to be obtained in order to meet
the required in-service date; and (vi) cost estimates and analyses that provide sufficient detail for
the Office of Interconnection to review and analyze the proposed cost of the project.

(c)(2) If the proposing entity states that it intends to be a Designated Entity, the proposal
also must contain information to the extent not previously provided pursuant to Section 1.5.8(a)
demonstrating: (i) technical and engineering qualifications of the entity, its affiliate, partner, or
parent company relevant to construction, operation, and maintenance of the proposed project; (ii)
experience of the entity, its affiliate, partner, or parent company in developing, constructing,
maintaining, and operating the type of transmission facilities contained in the project proposal,
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(iii) the emergency response capability of the entity that will be operating and maintaining the
proposed project; (iv) evidence of transmission facilities the entity, its affiliate, partner, or parent
company previously constructed, maintained, or operated; (v) the ability of the entity or its
affiliate, partner, or parent company to obtain adequate financing relative to the proposed project,
which may include a letter of intent from a financial institution approved by the Office of the
Interconnection or such other evidence of the financial resources available to finance the
construction, operation, and maintenance of the proposed project; (vi) the managerial ability of
the entity, its affiliate, partner, or parent company to contain costs and adhere to construction
schedules for the proposed project, including a description of verifiable past achievement of
these goals; (vii) a demonstration of other advantages the entity may have to construct, operate,
and maintain the proposed project, including any cost commitment the entity may wish to
submit; and (viii) any other information that may assist the Office of the Interconnection in
evaluating the proposed project.

(c)(3) The Office of the Interconnection may request additional reports or information
that it determines are reasonably necessary to evaluate the specific project proposal pursuant to
the criteria set forth in Sections 1.5.8(e) and 1.5.8(f) of this Schedule 6. If the Office of the
Interconnection determines any of the information provided in a proposal is deficient or it
requires additional reports or information to analyze the submitted proposal, the Office of the
Interconnection shall notify the proposing entity of such deficiency or request. Within 10
business days of receipt of the notification of deficiency and/or request for additional reports or
information, or other reasonable time period as determined by the Office of the Interconnection,
the proposing entity shall provide the necessary information.

(c)(4) The request for additional reports or information by the Office of the
Interconnection pursuant to Section 1.5.8(c)(3) of this Schedule 6 may be used only to clarify a
proposed project as submitted. In response to the Office of the Information’s request for
additional reports or information, the proposing entity may not submit a new project proposal or
modifications to a proposed project once the proposal window is closed. In the event that the
proposing entity fails to timely cure the deficiency or provide the requested reports or
information regarding a proposed project, the proposed project will not be considered for
inclusion in the recommended plan.

(d) Posting and Review of Projects. Following the close of a proposal window, the Office
of the Interconnection shall post on the PJM website all proposals submitted pursuant to Section
1.5.8(c) of this Schedule 6. All proposals addressing state Public Policy Requirements shall be
provided to the applicable states in the PJIM Region for review and consideration as a
Supplemental Project or a state public policy project consistent with Section 1.5.9 of this
Schedule 6. The Office of the Interconnection shall review all proposals submitted during a
proposal window and determine and present to the Transmission Expansion Advisory Committee
the proposals that merit further consideration for inclusion in the recommended plan. In making
this determination, the Office of the Interconnection shall consider the criteria set forth in
Sections 1.5.8(e) and 1.5.8(f) of this Schedule 6. The Office of the Interconnection shall post on
the PJM website and present to the Transmission Expansion Advisory Committee for review and
comment descriptions of the proposed enhancements and expansions, including any proposed
Supplemental Projects or state public policy projects identified by a state(s). Based on review
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and comment by the Transmission Expansion Advisory Committee, the Office of the
Interconnection may, if necessary conduct further study and evaluation. The Office of the
Interconnection shall post on the PJIM website and present to the Transmission Expansion
Advisory Committee the revised enhancements and expansions for review and comment. After
consultation with the Transmission Expansion Advisory Committee, the Office of the
Interconnection shall determine the more efficient or cost-effective transmission enhancements
and expansions for inclusion in the recommended plan consistent with this Schedule 6.

(e) Criteria for Considering Inclusion of a Project in the Recommended Plan. In
determining whether a Short-term Project or Long-lead Project proposed pursuant to Section
1.5.8(c), individually or in combination with other Short-term Projects or Long-lead Projects, is
the more efficient or cost-effective solution and therefore should be included in the
recommended plan, the Office of the Interconnection, taking into account sensitivity studies and
scenario analyses considered pursuant to Section 1.5.3 of this Schedule 6, shall consider the
following criteria, to the extent applicable: (i) the extent to which a Short-term Project or Long-
lead Project would address and solve the posted violation, system condition, or economic
constraint; (ii) the extent to which the relative benefits of the project meets a Benefit/Cost Ratio
Threshold of at least 1.25:1 as calculated pursuant to Section 1.5.7(d) of this Schedule 6; (iii) the
extent to which the Short-term Project or Long-lead Project would have secondary benefits, such
as addressing additional or other system reliability, operational performance, economic
efficiency issues or federal Public Policy Requirements or state Public Policy Requirements
identified by the states in the PJM Region; and (iv) other factors such as cost-effectiveness, the
ability to timely complete the project, and project development feasibility.

U] Entity-Specific Criteria Considered in Determining the Designated Entity for a
Project. In determining whether the entity proposing a Short-term Project or a Long-lead
Project recommended for inclusion in the plan shall be the Designated Entity, the Office of the
Interconnection shall consider: (i) whether in its proposal, the entity indicated its intent to be the
Designated Entity; (ii) whether the entity is pre-qualified to be a Designated Entity pursuant to
Section 1.5.8(a); (ii1) information provided either in the proposing entity’s submission pursuant
to Section 1.5.8(a) or 1.5.8(c)(2) relative to the specific proposed project that demonstrates: (1)
the technical and engineering experience of the entity or its affiliate, partner, or parent company,
including its previous record regarding construction, maintenance, and operation of transmission
facilities relative to the project proposed; (2) ability of the entity or its affiliate, partner, or parent
company to construct, maintain, and operate transmission facilities, as proposed, (3) capability of
the entity to adhere to standardized construction, maintenance, and operating practices, including
the capability for emergency response and restoration of damaged equipment; (4) experience of
the entity in acquiring rights of way; (5) evidence of the ability of the entity, its affiliate, partner,
or parent company to secure a financial commitment from an approved financial institution(s)
agreeing to finance the construction, operation, and maintenance of the project, if it is accepted
into the recommended plan; and (iv) any other factors that may be relevant to the proposed
project.

(9) Procedures if No Long-lead Project Proposal is Determined to be the More Efficient

or Cost-Effective Solution. If the Office of the Interconnection determines that none of the
proposed Long-lead Projects received during the Long-lead Project proposal window would be
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the more efficient or cost-effective solution to resolve a posted violation, system condition, or
economic constraint, the Office of the Interconnection may re-evaluate and re-post on the PIM
website the unresolved violations, system conditions, or economic constraints pursuant to
Section 1.5.8(b), provided such re-evaluation and re-posting would not affect the ability of the
Office of the Interconnection to timely address the identified reliability need. In the event that
re-posting and conducting such re-evaluation would prevent the Office of the Interconnection
from timely addressing the existing and projected limitations on the Transmission System that
give rise to the need for an enhancement or expansion, the Office of the Interconnection shall
propose a project to solve the posted violation, system condition or economic constraint for
inclusion in the recommended plan and shall present such project to the Transmission Expansion
Advisory Committee for review and comment. The Transmission Owner(s) in the Zone(s) where
the project is to be located shall be the Designated Entity(ies) for such project. In determining
whether there is insufficient time for re-posting and re-evaluation, the Office of the
Interconnection shall consider factors such as, but not limited to, the time necessary: (i) to obtain
regulatory approvals, (ii) to acquire long lead equipment, (iii) to meet construction schedules,
(iv) to complete the required in-service date, and (v) for other time-based factors impacting the
feasibility of achieving the required in-service date.

() Procedures if No Short-term Project Proposal is Determined to be the More
Efficient or Cost-Effective Solution. If the Office of the Interconnection determines that none
of the proposed Short-term Projects received during a Short-term Project proposal window
would be the more efficient or cost-effective solution to resolve a posted violation or system
condition, the Office of the Interconnection shall propose a Short-term Project to solve the
posted violation, or system condition for inclusion in the recommended plan and will present
such Short-term Project to the Transmission Expansion Advisory Committee for review and
comment. The Transmission Owner(s) in the Zone(s) where the Short-term Project is to be
located shall be the Designated Entity(ies) for the Project.

Q) Notification of Designated Entity. Within 10 business days of PJM Board approval of
the Regional Transmission Expansion Plan, the Office of the Interconnection shall notify the
entities that have been designated as the Designated Entities for projects included in the Regional
Transmission Expansion Plan of such designations. In such notices, the Office of the
Interconnection shall provide the dates by which: (i) all necessary state approvals must be
obtained; and (ii) the projects must be in service.

() Acceptance of Designation. Within 30 days of receiving notification of its designation
as a Designated Entity, the Designated Entity shall notify the Office of the Interconnection of its
acceptance of such designation. Within 60 days of receiving notification of its designation, or
other reasonable time period as determined by the Office of the Interconnection, the Designated
Entity shall submit to the Office of the Interconnection a development schedule which shall
include, but not be limited to: (i) construction milestones necessary to develop and construct the
project to achieve the required in-service date, including milestone dates for obtaining all
necessary state approvals; (ii) a letter of credit as determined by the Office of Interconnection to
cover the incremental costs of construction resulting from reassignment of the project; and (iii)
an executed agreement with the Office of the Interconnection setting forth the rights and
obligations related to being the Designated Entity for the project.
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(K) Failure of Designated Entity to Meet Milestones. In the event the Designated Entity
fails to provide a development schedule or letter of credit pursuant to Section 1.5.8(j); or fails to
meet a milestone in its development schedule that causes a delay of the project’s in-service date,
the Office of the Interconnection shall re-evaluate the need for the Short-term Project or Long-
lead Project, and based on that re-evaluation may: (i) retain the Short-term Project or Long-lead
Project in the Regional Transmission Expansion Plan; (ii) remove the Short-term Project or
Long-lead Project from the Regional Transmission Expansion Plan; or (iii) include an alternative
solution in the Regional Transmission Expansion Plan. If the Office of the Interconnection
retains the Short-term or Long-term Project in the Regional Transmission Expansion Plan, it
shall determine whether the delay is beyond the Designated Entity’s control and whether to
retain the Designated Entity or to designate the Transmission Owner(s) in the Zone(s) where the
project is located as Designated Entity(ies) for the Short-term Project or Long-lead Project. If
the Designated Entity is the Transmission Owner(s) in the Zone(s) where the project is located,
the Office of the Interconnection shall seek recourse through the Consolidated Transmission
Owners Agreement or FERC, as appropriate. Any modifications to the Regional Transmission
Expansion Plan pursuant to this section shall be presented to the Transmission Expansion
Advisory Committee for review and comment and approved by the PJM Board.

() Transmission Owners Required to be the Designated Entity. Notwithstanding
anything to the contrary in this Section 1.5.8, in all events, the Transmission Owner(s) in whose
Zone(s) a proposed Short-term Project or Long-lead Project is to be located will be the
Designated Entity for the project, when the Short-term Project or Long-lead Project is: (i) an
upgrade to a Transmission Owner’s own transmission facilities; (ii) located solely within a
Transmission Owner’s Zone and the costs of the project are allocated solely to the Transmission
Owner’s Zone; (iii) located solely within a Transmission Owner’s Zone and is not selected in the
Regional Transmission Expansion Plan for purposes of cost allocation; or (iv) proposed to be
located on a Transmission Owner’s existing right of way and the project would alter the
Transmission Owner’s use and control of its existing right of way under state law. Transmission
Owner shall be the Designated Entity when required by state law, regulation or administrative
agency order with regard to enhancements or expansions or portions of such enhancements or
expansions located within that state.

(m)  Immediate-need Reliability Projects:

(m)(1) The Office of the Interconnection shall develop and recommend Immediate-need
Reliability Projects for inclusion in the Regional Transmission Expansion Plan pursuant to the
expansion planning process set forth in Sections 1.5.1 through 1.5.6 of Schedule 6. The Office
of the Interconnection shall present to the Transmission Expansion Advisory Committee for
review and comment descriptions of the proposed Immediate-need Reliability Projects
recommended for inclusion in the recommended plan. Based on that review, the Office of the
Interconnection shall, if necessary, conduct further study and evaluation and post a revised
recommended plan for review and comment by the Transmission Expansion Advisory
Committee. The PJM Board shall approve the Immediate-need Reliability Projects for inclusion
in the recommended plan. Transmission Owner(s) in the Zone(s) in which the Immediate-need
Reliability Project is to be located shall be the Designated Entity for the Immediate-need
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Reliability Project included in the Regional Transmission Expansion Plan, provided the
Immediate-need Reliability Project was not chosen pursuant to the expedited proposal process
set forth in Section 1.5.8(m)(2).

(m)(2) If, in the judgment of the Office of the Interconnection, there is sufficient time for
the Office of the Interconnection to accept proposals in a shortened proposal window for
Immediate-need Reliability Projects, the Office of the Interconnection shall post on the PJIM
website the violations and system conditions that could be addressed by such Immediate-need
Reliability Project proposals and provide notice to stakeholders of a shortened proposal window.
Proposals must contain the information required in Section 1.5.8(c) and, if the entity is seeking to
be the Designated Entity, such entity must have pre-qualified to be a Designated Entity pursuant
to Section 1.5.8(a). In determining the more efficient or cost-effective proposed Immediate-need
Reliability Project for inclusion in the recommended plan, the Office of the Interconnection shall
consider the extent to which the proposed Immediate-need Reliability Project, individually or in
combination with other Immediate-need Reliability Projects, would address and solve the posted
violations or system conditions and other factors such as cost-effectiveness, the ability of the
entity to timely complete the project, and project development feasibility in light of the required
need. After PJM Board approval, the Office of the Interconnection, in accordance with Section
1.5.8(i) of this Schedule 6, shall notify the entities that have been designated as Designated
Entities for Immediate-need Projects included in the Regional Transmission Expansion Plan of
such designations. Designated Entities shall accept such designations in accordance with Section
1.5.8(j). In the event that (i) the Office of the Interconnection determines that no proposal
resolves a posted violation or system condition; (ii) the proposing entity is not selected to be the
Designated Entity; (iii) an entity does not accept the designation as a Designated Entity; or (iv)
the Designated Entity fails to meet milestones that would delay the in-service date of the
Immediate-need Reliability Project, the Office of the Interconnection shall develop and
recommend an Immediate-need Reliability Project to solve the violation or system needs in
accordance with Section 1.5.8(m)(1).

1.5.9 State Agreement Approach.

@ State governmental entities authorized by their respective states, individually or
jointly, may agree voluntarily to be responsible for the allocation of all costs of a proposed
transmission expansion or enhancement that addresses state Public Policy Requirements
identified or accepted by the state(s) in the PJM Region. Such transmission enhancements or
expansions may be included in the recommended plan as a (i) Supplemental Project or (ii) state
public policy project, which is a transmission enhancement or expansion, the costs of which will
be recovered pursuant to a FERC-accepted cost allocation proposed by agreement of one or more
states and voluntarily agreed to by those state(s). All costs related to a state public policy project
or Supplemental Project included in the Regional Transmission Expansion Plan to address state
Public Policy Requirements pursuant to this Section shall be recovered from customers in a
state(s) in the PJM Region that agrees to be responsible for the projects. No such costs shall be
recovered from customers in a state that did not agree to be responsible for such cost allocation.
A state public policy project will be included in the Regional Transmission Expansion Plan for
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cost allocation purposes only if there is an associated FERC-accepted allocation permitting
recovery of the costs of the state public policy project consistent with this Section.

(b) Subject to any designation reserved for Transmission Owners in Section 1.5.8(1)
of this Schedule 6, the state(s) responsible for cost allocation for a Supplemental Project or a
state public policy project in accordance with Section 1.5.9(a) in this Schedule 6 may submit to
the Office of the Interconnection the entity(ies) to construct, own, operate and maintain the state
public policy project from a list of entities supplied by the Office of the Interconnection that pre-
qualified to be Designated Entities pursuant to Section 1.5.8(a) of this Schedule 6.
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1.6 Approval of the Final Regional Transmission Expansion Plan.

€)) Based on the studies and analyses performed by the Office of the Interconnection under
this Schedule 6, the PJM Board shall approve the Regional Transmission Expansion Plan in
accordance with the requirements of this Schedule 6. The PJM Board shall approve the cost
allocations for transmission enhancements and expansions consistent with Schedule 12 of the
PJM Tariff. Supplemental Projects shall be integrated into the Regional Transmission Expansion
Plan approved by the PJM Board but shall not be included for cost allocation purposes.

(b) The Office of the Interconnection shall publish the current, approved Regional
Transmission Expansion Plan on the PIM Internet site. Within 30 days after each occasion when
the PJM Board approves a Regional Transmission Expansion Plan, or an addition to such a plan,
that designates one or more Transmission Owners or other entity(ies) to construct such
expansion or enhancement, the Office of the Interconnection shall file with FERC a report
identifying the expansion or enhancement, its estimated cost, the entity or entities that will be
responsible for constructing and owning or financing the project, and the market participants
designated under Section 1.5.6(1) above to bear responsibility for the costs of the project.

(© If a Regional Transmission Expansion Plan is not approved, or if the transmission service
requested by any entity is not included in an approved Regional Transmission Expansion Plan,
nothing herein shall limit in any way the right of any entity to seek relief pursuant to the
provisions of Section 211 of the Federal Power Act.

(d) Following PJM Board approval, the final Regional Transmission Expansion Plan shall be
documented, posted publicly and provided to the Applicable Regional Entities.
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1.7  Obligation to Build.

€)) Subject to the requirements of applicable law, government regulations and approvals,
including, without limitation, requirements to obtain any necessary state or local siting,
construction and operating permits, to the availability of required financing, to the ability to
acquire necessary right-of-way, and to the right to recover, pursuant to appropriate financial
arrangements and tariffs or contracts, all reasonably incurred costs, plus a reasonable return on
investment, Transmission Owners designated as the appropriate entities to construct, own and/or
finance enhancements or expansions specified in the Regional Transmission Expansion Plan
shall construct, own and/or finance such facilities or enter into appropriate contracts to fulfill
such obligations. Except as provided in Section 1.5.8(k) of this Schedule 6, nothing herein shall
require any Transmission Owner to construct, finance or own any enhancements or expansions
specified in the Regional Transmission Expansion Plan for which the plan designates an entity
other than a Transmission Owner as the appropriate entity to construct, own and/or finance such
enhancements or expansions.

(b) Nothing herein shall prohibit any Transmission Owner from seeking to recover the cost
of enhancements or expansions on an incremental cost basis or from seeking approval of such
rate treatment from any regulatory agency with jurisdiction over such rates.

(© The Office of the Interconnection shall be obligated to collect on behalf of the
Transmission Owner(s) all charges established under Schedule 12 of the PJM Tariff in
connection with facilities which the Office of the Interconnection designates one or more
Transmission Owners to build pursuant to this Regional Transmission Expansion Planning
Protocol. Such charges shall compensate the Transmission Owner(s) for all costs related to such
RTEP facilities under a FERC-approved rate and will include any FERC-approved incentives.

(d) In the event that a Transmission Owner declines to construct an economic transmission
enhancement or expansion developed under Sections 1.5.6(d) and 1.5.7 of this Schedule 6 that
such Transmission Owner is designated by the Regional Transmission Expansion Plan to
construct (in whole or in part), the Office of the Interconnection shall promptly file with the
FERC a report on the results of the pertinent economic planning process in order to permit the
FERC to determine what action, if any, it should take.
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Appendix |



Section Title

PJM Tariff Sections
OATT Definitions C - D

Revision

This Section is revised to reference the new
definition added in OA of Designated
Entity.

PJM Order No. 1000 Compliance Filing

Reason for Revision and/or
Compliance

This definition is necessary for consistency with OA
and for compliance with Order Nos. 1000, 1000-A,
and 1000-B.

OATT Definitions I - J - K

This Section is revised to reference the new
definition added in OA of Immediate-need
Reliability Project.

This definition is necessary for consistency with OA
and for compliance with Order Nos. 1000, 1000-A,
and 1000-B.

OATT DefinitionsL - M - N

This Section is revised to reference the new
definition added in OA of Long-lead
Project.

This definition is necessary for consistency with OA
and for compliance with Order Nos. 1000, 1000-A,
and 1000-B.

OATT Definitions O -P - Q

These Sections are added to reference two
existing definitions in OA of Public Policy
Obijectives and Public Policy Requirements.

This revision is necessary for consistency with OA
and for compliance with Order Nos. 1000, 1000-A,
and 1000-B. These definitions are consistent with
paragraph 2 of Order No. 1000 and paragraph 319 of
Order No. 1000-A.

OATT DefinitionsR - S

These Sections are added to reference the
new definition added in OA of Short-term
Project.

This revision is necessary for consistency with OA
and for compliance with Order Nos. 1000, 1000-A,
and 1000-B.

Consolidated Transmission

Owners Agreement

Section 3.1 — Parties

No change.

This section of the Consolidated Transmission

Owners Agreement provides: “it is the agreement of
the Parties and PJM that any entity that: (i) owns, or,
in the case of leased facilities, has rights equivalent
to ownership in, Transmission Facilities; (ii) has in
place all equipment and facilities necessary for safe
and reliable operation of such Transmission
Facilities as part of the PJIM Region; and (iii) has
committed to transfer functional control of its
Transmission Facilities to PJM shall become a Party
to this Agreement.” This Section of the
Consolidated Transmission Owners Agreement
along with Section 11.6 and Schedule 12 of the
Operating Agreement comply with the enroliment
process requirement in Order No. 1000-A. See
Order No 1000-A at P 275.




Section Title

PJM Operating Agreement
Sections

OA Definitions C - D

Revision

This Section is revised to add new
definition of Designated Entity.

Reason for Revision and/or
Compliance

This definition is necessary to accommodate new
Section 1.5.8 of Schedule 6 and for compliance with
Order Nos. 1000, 1000-A, and 1000-B.

OA Definitions | - L

This Section is revised to add two new
definitions of Immediate-need Reliability
Project and Long-lead Project.

These definitions are necessary to accommodate new
Section 1.5.8 of Schedule 6 and for compliance with
Order Nos. 1000, 1000-A, and 1000-B.

OA Definitions O - P

Existing Definitions of “Public Policy
Objectives” and “Public Policy
Requirement.” These definitions are not
being modified in this filing.

These definitions are consistent with Order No. 1000
P 2 and Order No. 1000-A P 319.

OA Definitions S-T

This Section is revised to add new
definition of Short-term Project.

This definition is necessary to accommodate new
Section 1.5.8 of Schedule 6 and for compliance
Order Nos. 1000, 1000-A, and 1000-B.

Section 11.6 — Membership
Requirements

No change.

This Section of the Operating Agreement sets forth
the requirements and procedures for becoming a PIM
member. This Section along with Schedule 12 of the
OA and Section 3.1 of the Consolidated
Transmission Owners Agreement complies with the
requirement in Order No. 1000-A for an enrollment
process for becoming part of the PIJM regional
planning process. See Order No 1000-A at P 275.
To participate in the PJM regional planning process,
an entity must become a member of PIM.

Schedule 12 — Membership List

No change.

The Schedule along with Section 11.6 of the OA and
Section 3.1 of the Consolidated Transmission
Owners Agreement complies with the enrollment
process requirement in Order No. 1000-A.
Specifically Schedule 12 complies with the
requirement to provide a list of all the public utility
and non-public utility transmission providers that
have enrolled as transmission providers in a
transmission planning region. See Order No 1000-
A at P 275. Once a public utility or non-public
utility transmission provider becomes a member of
PJM, it will be included in this list.




Reason for Revision and/or

Section Title Revision :
Compliance
SCHEDULE 6
Schedule 6 As modified. Schedule 6 of the Operating Agreement sets forth “a

regional transmission planning process that produces
a regional transmission plan and that complies with
the transmission planning principles of Order No.
890" and thus complies with Order No. 1000. Order
No. 1000 at P 146. As explained in the transmittal
letter, PIM’s current transmission process, including
changes recently approved by the Commission in
Docket No. ER12-1178, meets the Order No. 890
principles and already satisfy many of the
requirements of Order No. 1000. Order No. 1000 at
P 146. Schedule 6 as modified meets the objectives
of Order No. 1000 to: “(1) ensure that transmission
planning processes at the regional level consider and
evaluate, on a non-discriminatory basis, possible
transmission alternatives and produce a transmission
plan that can meet transmission needs more
efficiently and cost-effectively; and (2) ensure that
the costs of transmission solutions chosen to met
regional transmission needs are allocated fairly to
those who receive benefits from them.” See Order
No. 1000 at P 4.

Section 1.3 — Establishment of
Committees.

This Section is revised to: (i) add references
to the Independent State Agency Committee
in subsections (b) and (e); and (ii) remove
references to three PJM subregions in
subsection (f).

Section 1.3 establishes committees to facilitate
stakeholder and state participation in the
transmission planning process, which is consistent
with the Order No. 890 principles and Order No.
1000. The revisions in subsections (b) and (e) clarify
that the Independent State Agencies Committee
along with individual electric utility regulatory
agencies and State Consumer Advocates may
participate in the Transmission Expansion Advisory
Committee and the Subregional RTEP Committees.
These revisions facilitate state participation in the
transmission planning process. See Order No. 1000
at PP 209, 212; Order No. 1000-A at PP 337, 338.
The establishment of the various committees and
their participation throughout the transmission
planning process results in determinations regarding
the inclusion of proposed transmission facilities in
the regional transmission plan that permit
“stakeholders to understand why a particular
transmission project was selected or not selected in
the regional transmission plan.” Order No. 1000 at P
328.

The change in subsection (f) is required to
accommodate the new planning cycle and to clarify
the role of the Subregional RTEP Committees.
These changes enhance the transparency of the PJIM
regional planning process.




Section Title

Section 1.4 — Contents of the
Regional Transmission
Expansion Plan

Revision

This Section is revised to: (i) specify
“federal and state” Public Policy
Requirements in subsection (a); (ii) delete
reference to “Owners”; (iii) pluralize
“Transmission Owner(s)” and “other
entity(ies);” and (iv) add “maintain” and
“operate” in subsection (c).

Reason for Revision and/or

Compliance
The revisions to Section 1.4(a) clarify that both
federal and state Public Policy Requirements will be
considered when assessing the transmission needs of
the PJM Region. This change is consistent with the
requirements of Order No. 1000. See Order No.
1000 at PP 82, 207, 215. The revisions to subsection
(c) clarify that entities other than existing
Transmission Owners may be designated to own,
maintain, operate, and/or finance transmission
enhancements and expansions. This change is
necessary as PJM is proposing a process whereby
nonincumbent transmission owners may propose and
be designated to construct enhancements and
expansions (see proposed Section 1.5.8 of Schedule
6).

Section.1.5 — Procedure for
Development of the Regional
Transmission Expansion Plan

Universal change to capitalize
“Transmission System.”

Universal change to spell out “ISAC” as
“Independent State Agencies Committee.”
Universal change of “section” to “Section.”
Universal change from “PJM internet site”
to “PJM website.”

Universal change from “RAA” to
“Reliability Assurance Agreement.”

The universal changes to this Section ensure the
proper use of defined terms or are for consistency
with terms used in other sections.

Section 1.5.2 — Development of
Scope, Assumptions and
Procedures

Pluralizing “Subregional RTEP
Committees.”

The change to this Section is necessary because there
is more than one Subregional RTEP Committee.




Section Title

Section 1.5.3 — Scope of Studies

Revision

This Section is revised to specify that the
sensitivity studies shall take into account
“fuel costs, the level and type of
generation,” and “demand response.” It
further is amended to provide that PJM shall
provide the results of the studies to the
Transmission Enhancement Advisory
Committee so that it may consider the
impact that the sensitivities, assumptions
and scenarios have on the Transmission
System and the need for enhancements or
expansions.

Reason for Revision and/or

Compliance
As revised in Docket No. ER12-1178, this Section
defines the scope of the enhancement and expansion
studies to be conducted by PJM. In particular, it
provides that PJM will employ sensitivity studies,
modeling assumptions variations, and scenario
analyses, and shall consider Public Policy Objectives
to ensure that the appropriate transmission projects
are included in the regional transmission plan. This
Section is consistent with the requirement in Order
No. 1000 that transmission providers’ OATTs
provide for consideration of transmission needs
relating to Public Policy Requirements and provide
stakeholders the opportunity for input regarding
Public Policy Requirements. See Order No. 1000 at
PP 82, 206, 207, 208.

The amendments to this Section specify that fuel
cost, the level and type of generation, and demand
response will be considered up front in the analysis.
The amendments also specify that PJIM will provide
the Transmission Enhancement Advisory Committee
with the results of the sensitivity analyses, thus
providing stakeholders an opportunity to assess the
impact of the various sensitivities in reviewing the
needs of the Transmission System. This enhances
stakeholder coordination and the transparency of the
planning process. See Order No. 1000 at P 326.

Section 1.5.4 — Supply of Data

This Section addresses the supply of data between
PJM, Transmission Owners, other stakeholders, and
the states necessary to conduct transmission studies
This Section meets the Order No. 890 and Order No.
1000 principles of openness and transparency.

Section 1.5.4(c)

This Section is revised to add the
Independent State Agencies Committee to
the list of interested parties from which PJM
shall solicit information that would be
useful in preparing the enhancement and
expansion plans.

While the Independent State Agencies Committee
was established through the filing in Docket No.
ER12-1178, this revision enhances PIM’s
coordination with the states in PJM’s transmission
planning process. See Order No. 1000 at PP 209,
212; Order No. 1000-A at PP 337, 338.

Sections 1.5.4(d) and (e)

These Sections are revised to substitute the
phrase “Office of the Interconnection” for
“PJM;” lengthen the reference to “PJM” to
“PJM Interconnection, L.L.C.;” and to spell
out “TEAC” as “Transmission Expansion
Advisory Committee.”

The changes to these Sections are made for
consistency with the use of the terms elsewhere in
Schedule 6.




Section Title

Section 1.5.5 — Coordination of
Regional Transmission Plan

Revision

This Section is revised to capitalize
“Transmission System” in subsection
1.5.5(a); capitalize “Independent” in
subsection 1.5.5(b); and to lowercase
“regional” in subsection 1.5.5(d).

Reason for Revision and/or

Compliance
This Section provides that the regional transmission
plan shall be developed in accordance with the
principles of interregional coordination with
surrounding regions. PJM shall take into account
processes for coordinating with other regions when
developing its regional transmission plan as well as
input from parties that could be impacted by the
coordination efforts, such as Members, Transmission
Customers, electric utility regulatory agencies in the
PJM Region, and the State Consumer Advocates. It
further provides that PJM’s regional plan will be
developed in consultation with the Transmission
Enhancement Advisory Committee. This Section
ensures stakeholder involvement and coordination in
the development of the plan. See Order No. 1000 at
P 148. This Section further complies with the Order
No. 1000 that the transmission planning process
“must identify consequences for other transmission
planning regions.” See Order No. 1000 at P 657.

The revisions to this Section are merely to correct
typographical errors.

Section 1.5.6 — Development of
the Regional Transmission
Expansion Plan

This Section sets forth the process for developing
PJM’s regional transmission expansion plan. It
provides for open forum assumptions meetings with
the Transmission Expansion Advisory Committee
and the Subregional RTEP Committees. It also
facilitates meetings with the Independent State
Agencies Committee to discuss assumptions,
regulatory initiatives for consideration in the
assumptions, the impact of other factors such as
changes in load growth and demand response, and
the status of the planning process. This Section
provides the process for determining the
enhancements and expansions that will be included
in the recommended plan for PJM Board approval,
which includes the opportunity for stakeholder
comments. It further addresses cost allocation and
the determination of the more efficient and cost-
effective enhancement or expansion for inclusion in
the plan. The committee process established in this
Section provides stakeholders, including the states,
with mechanisms to participate and have input in the
regional planning process and for PJM to consult
with stakeholders in developing the regional
transmission plan as required by Order No. 1000.
See Order No. 1000 at PP 148, 209, 212, 328. The
committee process complies with the transparency
and openness principles set forth in Order No. 890
and embraced by Order No. 1000.




Section Title
Sections 1.5.6(b), (c), and (d)

Revision

These Sections are revised to spell out
“RTEP” and “ISAC” as “Regional
Transmission Expansion Plan” and
“Independent State Advisory Committee,”
respectively.

Reason for Revision and/or

Compliance
The revisions to the Sections are for clarification and
consistency with other Sections of Schedule 6.

Section 1.5.6(e)

This Section is revised to add the
requirement that PJM shall post on the PJM
website: (i) the violations, system
conditions, economic constraints, and
Public Policy Requirements as detailed in
Section 1.5.8(b); (ii) all proposals submitted
pursuant to Section 1.5.8(c); and (iii) the
recommended plan for review and comment
by the Transmission Expansion Advisory
Committee. This Section is further revised
to provide that following review by the
Transmission Expansion Advisory
Committee of proposals, PJM, based on
identified needs and the timing of such
needs, and taking into account the
sensitivity studies, modeling assumption
variations and scenario analyses, shall
determine, which more efficient or cost-
effective enhancements and expansions
should be included in the transmission
expansion plan.

The revisions to this Section are necessary for
consistency with, and to facilitate the proposal
process set forth in Section 1.5.8. They further
ensure stakeholder involvement in the transmission
planning process and facilitate openness and
transparency as required by Order No. 890 and Order
No. 1000. See, e.g., Order No. 1000 at P 148 The
purpose of this Section is to ensure the transparency
of PIM’s evaluation of alternatives and decision-
making process when choosing a project for
inclusion in the regional transmission plan.

Section 1.5.6(h)

This Section is revised to add “and 1.5.8 of
this Schedule 6.”

This revision is necessary because stakeholders will
be able to propose economic-based enhancements
and expansions pursuant to Section 1.5.8.

Section 1.5.6(i)

This new Section is added to state that:
“The recommended plan shall identify
enhancements and expansions proposed by
a state or states pursuant to Section 1.5.9 of
this Schedule 6.”

This revision is necessary to accommodate the State
Agreement Approach set forth in new Section 1.5.9.

Section 1.5.6(j) (formerly
Section 1.5.6(i))

This Section is revised to add “and Part VVI”
after “Part IV.”

This change makes this section more accurate as
both Parts IV and VI apply to Merchant
Transmission Facilities.

Section 1.5.6(Kk) (formerly
Section 1.5.6(j))

This section is revised to amend the
following sentence as redlined: “Otherwise,
any designation under this paragraph of
more-than one or_more entityies to
construct, own and/or finance a
recommended transmission enhancement or
expansion shall also include a designation
of porpertional partial responsibility among
them.”

This revision is to make the section more accurate
and correct.




Section Title

Sections 1.5.6(m), (n), (0), and
(P)

Revision
Sections 1.5.6(m) through (p) are deleted.

Reason for Revision a

Compliance

Sections 1.5.6(m) through (p) are deleted because
stakeholders and PJM will not offer alternative
transmission solutions during the evaluation of
projects proposed pursuant to Section 1.5.8; only
proposed projects will be evaluated for inclusion in
the regional transmission plan. As a result these
sections are no longer applicable.

Section 1.5.6(q)

Section 1.5.6(q) is deleted.

This Section is deleted because in light of the new
project proposal mechanism in Section 1.5.8, dispute
resolution no longer will be an effective mechanism
for resolving disputes that may arise in the
transmission plan development process. Disputes
with regard to which project is chosen for inclusion
in the transmission enhancement plan will not only
impact PJM and the party with grievance but other
entities that also proposed projects. Therefore a
dispute resolution between PIJM and the aggrieved
party likely would not adequately address all of the
issues or interests of other parties.

1.5.7 — Development of
Economic Transmission
Enhancements and Expansions

This section in general complies with Order No. 890
Principle 7 and complies with Order No. 1000 that
regional planning must engage in economic
planning. See Order No. 1000 at P 147.

Section 1.5.7(a)

This Section is revised to delete the
requirement that PJM will obtain approval
from the PJM Board each June regarding
the assumptions to be used in the market
efficiency analysis. The section now
requires that; “Each year the Transmission
Expansion Advisory Committee shall
review and comment on the assumptions to
be used in performing the market efficiency
analysis to identify enhancements or
expansions that could relieve transmission
constraints that have an economic impact
(‘economic constraints’).” It further
provides that following review and
comment by the Transmission Enhancement
Advisory Committee, PJM shall submit the
assumptions to be used in the market
efficiency analysis for PJM Board
consideration.

This Section also is revised to provide that
each year each Transmission Owner will be
requested to provide PJM with its most
recent after-tax embedded cost of capital,
total transmission capitalization, and
levelized carrying charge rate, including the
recovery period.

The change to this Section is necessary to
accommodate PJM’s 24 month planning cycle and to
clarify that the Transmission Advisory Committee
will have the opportunity to review and comment
upon the assumptions to be used in the market-
efficiency analysis thereby providing stakeholders
with a better understanding and facilitating a more
meaningful proposal and planning process and
enhancing stakeholder coordination and
involvement.




Section Title
Section 1.5.7(b)

Revision

This Section is revised to: (i) clarify that the
PJM Board will “consider” rather than
“approve” the market efficiency analysis
assumptions; (ii) delete “significant
historical unhedgeable congestion” from the
list of economic constraints; and (iii)
specify that the timeline for the market
efficiency analysis and comparison of the
costs and benefits for items 1.5.7(b)(i-iii) is
described in the PIM Manuals.

Reason for Revision a

Compliance
The deletion of “significant historical unhedgeable
congestion” from the list of economic constraints in
this Section is appropriate because the cost/benefit
analysis conducted pursuant to Section 1.5.7(d)
determines both gross and net congestion and
separately determining unhedgeable congestion is no
longer part of the market efficiency process.

Section 1.5.7(c)(iii)

This Section is revised to specify that
market participants may propose economic-
based enhancements and expansions only
pursuant to Section 1.5.8. It further is
revised to delete references to conducting
the market efficiency analysis in June and
requiring proposals by December of the
prior year.

The word “recommended” also is deleted
and a citation is corrected due to the
renumbering of Section 1.5.7.

This Section is revised to reflect that the only
mechanism for proposing economic projects will be
through the new proposal process in Section 1.5.8,
which provides a method for evaluating transmission
alternatives and developing a plan that meets
transmission needs on a more efficient and cost-
effective manner. See Order No. 1000 at P 4. It
further is revised to accommodate PJM’s planning
cycles.

The deletion of the word “recommended” is to
clarify that the Transmission Expansion Advisory
Committee will have the opportunity to review and
provide comments on all potential economic-based
upgrades, not just those that are “recommended.”

Section 1.5.7(d)

This Section is revised to replace
“included” with “considered for inclusion.”

The change to this Section is for clarity because PJIM
will be considering other factors in addition to the
Benefit/Cost Ratio when choosing among project
proposals in determining whether to include an
economic-based enhancement or expansion in the
regional transmission plan.

Section 1.5.7(f)

This Section is revised to amend a citation
to another section.

The amendment to this Section is necessary due to
the renumbering of Section 1.5.7.

Section 1.5.7(g)

This Section is deleted.

This Section is deleted because PJM will provide the
Transmission Expansion Advisory Committee with
the type and level of new generation and demand
response that that will be considered in the
sensitivity analyses, which will assess the need for
all types of enhancements and expansion and not just
for economic-based enhancements and expansions.

Section 1.5.7(i)

This Section is deleted.

This Section is deleted because the separate
determination of “unhedgeable congestion” is no
longer part of the market efficiency process (see
Section 1.5.7(b)).

Section 1.5.7(h) (formerly
1.5.7(j))

This Section is revised to add “and Part VVI”
after “Part I\VV” and to correct a Tariff
reference.

This change makes this section more accurate as
both Parts IV and VI apply to Merchant
Transmission Facilities and corrects a Tariff
reference.




Section Title

Section 1.5.7(i) (formerly
1.5.7(k))

Revision

This Section is revised (i) to correct
citations; (ii) to delete from the list of
assumptions for the review of costs and
benefits the availability of ILR Resources
certified pursuant to Section 5.1.3 of in
Attachment DD of the PJM Tariff; (iii) to
clarify that an executed Interim
Interconnection Service Agreement for
which an Interconnection Service
Agreement is expected to be executed shall
be included in the assumptions; and (iv) to
remove the requirement that assumptions
must qualify for consideration by the PJIM
Board by January 1.

Reason for Revision and/or

Compliance
The changes to this Section clarify the assumptions
to be used in the market efficiency analysis and to
accommodate PJM’s 2 month planning cycle. This
clarification enhances the transparency and openness
of the economic planning process

Section 1.5.7(l) (formerly
1.5.7(j))

This Section is revised to clarify that the
sensitivity analyses will be performed

consistent with Section 1.5.3 of Schedule 6.

The revision to this Section is a clarifying change,
which enhances the transparency of PJM’s planning
process.

Section 1.5.8 — Development of
Long-lead Projects, Short-term
Projects, and Immediate-need
Reliability Projects

This new Section 1.5.8 is added to implement PJIM’s
proposed procedures by which nonincumbent
transmission developers and existing Transmission
Owners may submit project proposals and may be
designated as the project sponsor. See Order No.
1000 at PP 259, 336. This Section meets the
objective of Order No. 1000 to “ensure that
transmission planning processes at the regional level
consider and evaluate, on a non-discriminatory basis,
possible transmission alternatives and produce a
transmission plan that can meet transmission needs
efficiently and cost-effectively.” See Order No. 1000
at P 4. The proposal process set forth in new Section
1.5.8 provides a transparent and not unduly
discriminatory process for evaluating proposed
transmission facilities for inclusion in the regional
transmission plan. See Order No. 1000 at P 328.
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Section Title

Section 1.5.8(a) — Pre-
Qualification Requirements

Revision

This new Section sets forth pre-qualification
requirements for any entity (nonincumbent
transmission developer or existing
Transmission Owner) that desires to
propose a Long-lead Project, a Short-term
Project, or an Immediate-need Reliability
Project. The qualification requirements
include demonstration of: (i) the technical
and engineering qualifications of the entity
or its affiliate, partner, or parent company;
(ii) the experience of the entity or its
affiliate, partner, or parent company to
develop, construct, maintain, and operate
transmission facilities, including a list or
other evidence of transmission facilities the
entity, its affiliate, partner, or parent
company previously developed,
constructed, maintained, or operated; (iii)
the previous record of the entity or its
affiliate, partner, or parent company
regarding construction, maintenance, or
operation of transmission facilities both
inside and outside of the PJM Region; (iv)
the capability of the entity or its affiliate,
partner, or parent company to adhere to
standardized construction, maintenance and
operating practices; (v) the financial
statements of the entity or its affiliate,
partner, or parent company for the most
recent fiscal quarter, as well as the most
recent three fiscal years, or the period of
existence of the entity, if shorter, or such
other evidence demonstrating an entity’s
current and expected financial capability
acceptable to PIJM; (vi) a commitment by
the entity to execute the Consolidated
Transmission Owners Agreement, if the
entity becomes a Designated Entity; (vii) a
commitment by the entity to register with
NERC for performance of applicable
reliability functions of a transmission
owner; (viii) evidence demonstrating the
ability of the entity to address and timely
remedy failure of facilities; (ix) a
description of the experience of the entity in
acquiring rights of way; and (x) such other
supporting information that PJM requires to
make the pre-qualification determinations
consistent with this Section.

(cont’d...)

Reason for Revision and/or

Compliance
This Section 1.5.8(a) meets the Order No. 1000
requirement to establish “appropriate qualification
criteria for determining an entity’s eligibility to
propose a transmission project for selection in the
regional transmission plan for purposes of cost
allocation, whether that entity is an incumbent
transmission provider or a non-incumbent
transmission developer.” Order No. 1000 at P 323;
see also Order No. 1000-A at P 439. Consistent with
Order No. 1000, the pre-qualification criteria further
require that “each potential transmission developer
the opportunity to demonstrate that it has the
necessary financial resources and technical expertise
to develop, construct, own, operate and maintain
transmission facilities.” 1d. This Section also is
consistent with Order No. 1000 because it allows
entities that were pre-qualified in the previous year
to remain pre-qualified (subject re-evaluation based
on updated information). See Order No. 1000 at P
324. This section further provides an opportunity for
an entity to remedy deficiencies in the information it
provides to be pre-qualified. Id. In accordance with
Order No. 1000, this Section does not apply to
entities desiring to submit proposed projects but not
intending to develop the projects. See Order No.
1000 at P 324 n.304.

11




Section Title

Revision

Reason for Revision and/or

(...cont’d)

This new Section also provides a re-
evaluation process if PJM determines an
entity does not meet the qualification
requirements; and that an entity does not
have to provide pre-qualification
information if it pre-qualified in the
previous year (subject to providing any
updated information that will be evaluated
to determine whether the entity remains
eligible for pre-qualification).

Compliance

Section 1.5.8(b) — Posting
Transmission System Needs

This new Section provides that PJM shall
post on the PIM website the violations,
system conditions, and economic
constraints, and Public Policy
Requirements, including (i) federal Public
Policy Requirements; (ii) state Public Policy
Requirements identified or agreed-to by the
states in the PJM Region that could be
addressed by potential Short-term Projects,
Long-lead Projects or projects determined
pursuant to the State Agreement Approach
in Section 1.5.9 of this Schedule 6, as
applicable; and (iii) an explanation
regarding why transmission needs
associated with federal or state Public
Policy Requirements were identified but not
selected for further evaluation.

This new Section provides the information necessary
for market participants to submit proposals to
address reliability and economic-related transmission
needs, and state and federal Public Policy
Requirements and is consistent with the transparency
principle of Order No. 890 and provides a non-
discriminatory basis upon which all stakeholders
may propose projects. This Section further complies
with the Order No. 1000 requirement that PJM post
on its website an explanation of how other
transmission needs driven by Public Policy
Requirements introduced by stakeholders were
considered during the identification stage and why
they were not selected for further evaluation. See
Order No. 1000 at PP 209, 325; Order No. 1000-A at
P 325.
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Section Title

Section 1.5.8(c) — Project
Proposal Windows

Revision

This new Section (i) establishes the
proposal windows for Long-lead Projects
and Short-term Projects; (ii) specifies the
information project proposals must contain
(see Sections 1.5.8(c)(1) and (c)(2)); and
(iii) provides PJM with the ability to request
additional information regarding proposals
(but does not permit entities to propose new
projects or to modify proposal in response
to such requests) (see Sections 1.5.8(c)(3)
and (c)(4)).

Reason for Revision and/or

Compliance
New Sections 1.5.8(c)(1) and (c)(2) comply with the
requirement in Order No. 1000 that the OATT
specify “the information that must be submitted by a
prospective transmission developer in support of a
transmission project it proposes in the regional
transmission planning project.” Order No. 1000 at P
325. These sections further meet the requirement in
paragraph 326 of Order No. 1000 that the
information requirements identify in sufficient detail
the information necessary to evaluate proposed
projects on a comparable basis. The requirements in
new Sections 1.5.8(c)(1) and (c)(2) strike the balance
between being too cumbersome to prohibit proposals
and too lax to allow for unsupported proposals.
They further require the minimum requirements of
“relevant engineering studies and cost analyses” as
suggested by Order No. 1000. See Order No. 1000 at
P 327. New Section 1.5.8(c) also meets the
requirement to specify a date by which the
information must be submitted. 1d. Specifically new
Section 1.5.8(c) provides for windows during which
stakeholders (existing Transmission Owners and
other nonincumbant developers) may submit
proposals for potential projects for inclusion in the
regional transmission plan.

Pursuant to this Section, stakeholders may propose
projects to address Public Policy Requirements. This
is consistent with the Commission’s requirement that
stakeholders be allowed to offer proposals to address
transmission needs they believe are driven by Public
Policy Requirements. See Order No. 1000 at P 207.
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Section Title

Section 1.5.8(d) — Posting and
Review of Projects

Revision

This new Section provides that: (i)
following the close of a proposal window,
PJM will post on its website all proposals
submitted pursuant to Section 1.5.8(c); (ii)
PJM shall provide all proposals addressing
state Public Policy Requirements to the
applicable states for review pursuant to
Section 1.5.9; (iii) PJM shall determine the
projects that warrant further consideration
using the criteria in Sections 1.5.8(e) and (f)
and post such projects for review and
comment by the Transmission Expansion
Advisory Committee; (iv) based on
comments from the Transmission
Expansion Advisory Committee, PJM may
conduct further study and evaluation; (v)
PJM shall post on its website and present to
the Transmission Expansion Advisory
Committee revised enhancement and
expansions; and (vi) after consultation with
the Transmission Expansion and Advisory
Committee, PJM shall determine the more
efficient or cost-effective transmission
enhancement or expansion for inclusion in
the regional transmission expansion plan.

Reason for Revision and/or

Compliance
This Section enhances transparency of the process by
which PJM will choose the more efficient and cost-
effective solution and provides the stakeholders
ability to review and input with respect to project
proposals. This Section along with Sections 1.5.8(e)
and (f) provide “a transparent and not unduly
discriminatory process for evaluating whether to
select a proposed transmission facility in the regional
transmission plan for purposes of cost allocation.”
Order No. 1000 at P 328.

This Section facilitates stakeholder coordination in
the planning and review process consistent with the
requirements of Order No. 1000 and enhances
transparency. See id.

Section 1.5.8(e) — Criteria for
Considering Inclusion of a
Project in the Recommended
Plan

This new Section sets forth the following
criteria that PIM will consider in
determining which proposal submitted
pursuant to Section 1.5.8(c), individually or
in combination with other proposals, is the
more efficient or cost-effective solution: (i)
the extent to which a Short-term Project or
Long-lead Project would address and solve
the posted violation, system condition, or
economic constraint; (ii) the extent to which
the relative benefits of the project meets a
Benefit/Cost Ratio Threshold of at least
1.25:1 as calculated pursuant to Section
1.5.7(d) of this Schedule 6; (iii) the extent
to which the Short-term Project or Long-
lead Project would have secondary benefits,
such as addressing additional or other
system reliability, operational performance,
economic efficiency issues or federal Public
Policy Requirements or state Public Policy
Requirements identified by the states in the
PJM Region; and (iv) other factors such as
cost-effectiveness, the ability to timely
complete the project, and project
development feasibility.

This new Section meets the Order No. 1000
requirement that to ensure comparable treatment of
all resources by including in its OATT “language
that identifies how they will evaluate and select
among competing solutions and resources.” Order
No. 1000 at PP 315, 328.

This Section further complies with the requirement
to set forth the criteria by which the transmission
provider evaluates solutions offered during the
transmission process. See Order No. 1000 at P 323.
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Section Title

Section 1.5.8(f) — Entity-Specific
Criteria Considered in
Determining the Designated
Entity for a Project

Revision

This new Section sets forth the criteria that
PJM will consider in determining whether
an entity proposing a project shall be the
Designated Entity for that project.
Specifically, it provides that PJM shall
consider the following: (i) whether in its
proposal, the entity indicated its intent to be
the Designated Entity; (ii) whether the
entity is pre-qualified to be a Designated
Entity pursuant to Section 1.5.8(a); (iii)
information provided either in the proposing
entity’s submission pursuant to Section
1.5.8(a) or 1.5.8(c)(2) relative to the
specific proposed project that demonstrates:
(1) the technical and engineering experience
of the entity or its affiliate, partner, or
parent company, including its previous
record regarding construction, maintenance,
and operation of transmission facilities,
relative to the project proposed; (2) ability
of the entity or its affiliate, partner, or
parent company to construct, maintain and
operate transmission facilities, as proposed,
(3) capability of the entity to adhere to
standardized construction, maintenance and
operating practices, including the capability
for emergency response and restoration of
damaged equipment; (4) experience of the
entity in acquiring rights of way; (5)
evidence of the ability of the entity, its
affiliate, partner, or parent company to
secure a financial commitment from an
approved financial institution(s) agreeing to
finance the construction, operation and
maintenance of the project if it is accepted
into the recommended plan; and (iv) any
other factors that may be relevant to the
proposed project.

Reason for Revision and/or

Compliance
This Section complies with Order No. 1000 as it
specifies the criteria PJIM will consider in
determining the entities that will be designated to
construct, own, and maintain a project. See Order
No. 1000 at PP 315, 328.

This Section also is consistent with paragraph 439 of
Order No. 1000-A, which affirmed the requirement
that the public utility transmission providers in each
transmission planning region establish “appropriate
qualification criteria for determining an entity’s
eligibility to propose a transmission project for
selection in the regional transmission plan for
purposes of cost allocation.” See also Order No.
1000 at P 328.
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Section Title

Section 1.5.8(g) — Procedures if
No Long-lead Project Proposal
is Determined to be the More
Efficient or Cost-Effective
Solution

Revision

The new Section sets forth the procedures to
be implemented if PJM determines that
none of the proposed Long-lead Projects
would be the more efficient or cost-
effective solution to resolve a posted
violation, system condition, or economic
constraint. In such case, if time permits,
PJM will re-evaluate and re-post on the
PJM website the unresolved violations,
system conditions, or economic constraints
pursuant to Section 1.5.8(b). However, if
re-posting and conducting such re-
evaluation would prevent PJM from timely
addressing the existing and projected
limitations on the Transmission System that
give rise to the need for an enhancement or
expansion, PJM shall propose a project to
solve the posted violation, system condition
or economic constraint for inclusion in the
recommended plan and shall present such
project to the Transmission Expansion
Advisory Committee for review and
comment. For such projects the
Transmission Owner(s) in the Zone(s)
where the project is to be located shall be
the Designated Entity(ies) for such project.
In determining whether there is insufficient
time for re-posting and re-evaluation, PJM
shall consider factors such as, but not
limited to, the time necessary: (i) to obtain
regulatory approvals; (ii) to acquire long
lead equipment; (iii) to meet construction
schedules; (iv) to complete the required in-
service date; and (v) for other time-based
factors impacting the feasibility of
achieving the required in-service date.

Reason for Revision and/or

Compliance
This Section ensures that stakeholders have every
possible opportunity to propose Long-lead Projects.
For those instances where no proposal provides the
more efficient or cost-effective solution and the need
must be timely met and there is no time for re-
evaluation or another proposal window, this Section
provides that PJM shall propose a project to solve the
violation, system condition, or economic constraint,
which is consistent with the function of the regional
planning process which is “to identify those
transmission facilities that are needed to meet
identified needs on a timely basis, and in turn enable
public utility providers to meet their service
obligations.” Order No. 1000 at P 264.

Section 1.58(h) — Procedures if
No Short-term Project Proposal
is Determined to be the More
Efficient or Cost-Effective
Solution

This new Section sets forth the procedures
if PJM determines that none of the proposed
Short-term Projects received during a Short-
term Project proposal window would be the
more efficient or cost-effective solution to
resolve a posted violation or system
condition. In such a case, under this
Section, PJM shall propose a Short-term
Project to solve the posted violation, or
system condition for inclusion in the
recommended plan and will present such
Short-term Project to the Transmission
Expansion Advisory Committee for review
and comment and the Transmission
Owner(s) in the Zone(s) where the Short-
term Project is to be located shall be the
Designated Entity(ies) for the Project.

This new Section is necessary to timely meet the
needs of the Transmission System and is consistent
with the function of the regional planning process
which is “to identify those transmission facilities that
are needed to meet identified needs on a timely basis,
and in turn enable public utility providers to meet
their service obligations.” Order No. 1000 at P 264.
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Section Title

Section 1.5.8(i) — Notification of
Designated Entity

Revision

The new Section provides that within 10
business days of PJM Board approval of the
Regional Transmission Expansion Plan,
PJM shall notify the entities that have been
designated as the Designated Entities for a
projects included in the Regional
Transmission Expansion Plan of such
designations. In such notices, the PIM
shall, provide the dates by which: (i) all
necessary state approvals must be obtained,;
and (ii) the project must be in service.

Reason for Revision and/or

Compliance
The requirement in this Section that PJM provide the
dates by which: (i) all necessary state approvals
must be obtained; and (ii) the project must be in
service is consistent with paragraph 442 of Order No.
1000-A, which provides that “the public utility
transmission providers in a transmission planning
region must establish a date by which state approvals
to construct must have been achieved that is tied to
when construction must begin to timely meet the
need that the project is selected to address.”

Section 1.5.8(j) — Acceptance of
Designation

This new Section provides the procedures
for accepting the designation as a
Designated Entity. Specifically, within 30
days of receiving notification that it is a
Designated Entity, the Designated Entity
shall notify PJM of its acceptance of such
designation. Within 60 days of receiving
notification of its designation, or other
reasonable time period as determined by
PJM, the Designated Entity shall submit to
PJM a development schedule which shall
include, but not be limited to: (i)
construction milestones necessary to
develop and construct the project to achieve
the required in-service date, including
milestone dates for obtaining all necessary
state approvals; (ii) a letter of credit as
determined by PJM to cover the incremental
costs of construction resulting from
reassignment of the project; and (iii) an
executed agreement with PJM setting forth
the rights and obligations related to being
the Designated Entity for the project.

This Section is consistent with paragraph 442 of
Order No. 1000-A that provides “the transmission
developer of that transmission facility must submit a
development schedule that indicates the required
steps, such as the granting of state approvals,
necessary to develop and construct the transmission
facility such that it meets the transmission needs of
the region.”
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Section Title

Section 1.5.9(k) — Failure of
Designated Entity to Meet
Milestones

Revision

This new Section provides the process PJIM
will follow in the event that a Designated
Entity fails to provide a development
schedule or letter of credit pursuant to
Section 1.5.8(j); or fails to meet a milestone
in its development schedule that causes a
delay of the project’s in-service date.
Pursuant to this Section, PJM shall re-
evaluate the need for the Short-term Project
or Long-lead Project, and based on that re-
evaluation may: (i) retain the Short-term
Project or Long-lead Project in the Regional
Transmission Expansion Plan; (ii) remove
the Short-term Project or Long-lead Project
from the regional transmission plan; or (iii)
include an alternative solution in the
Regional Transmission Expansion Plan. If
PJM retains the Short-term or Long-term
Project in the regional transmission plan, it
shall determine whether the delay is beyond
the Designated Entity’s control and whether
to retain the Designated Entity or to
designate the Transmission Owner(s) in the
Zone(s) where the project is located as
Designated Entity(ies) for the Short-term
Project or Long-lead Project. If the
Designated Entity is the Transmission
Owner(s) in the Zone(s) where the project is
located, PJM shall seek recourse through
the Consolidated Transmission Owners
Agreement or FERC, as appropriate. Any
modifications to the Regional Transmission
Expansion Plan pursuant to this Section
shall be presented to the Transmission
Expansion Advisory Committee for review
and comment and approved by the PIM
Board.

Reason for Revision and/or

Compliance
This new Section is consistent with the requirement
in Order No. 1000 that each public utilities” OATT
should contain procedures for re-evaluating the
regional transmission plan to determine if delays in
the development of a transmission facility requires
re-evaluation of alternative solutions. Order No.
1000 at P 329; see also id. at P 442.
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Section Title

Section 1.5.8(I) — Transmission
Owners Required to be the
Designated Entity

Revision

The Section provides the circumstances
under which the Transmission Owner(s) in
whose Zone a Long-lead Project or a Short-
term Project is located always will be the
Designated Entity. These circumstances are
when the project is: (i) an upgrade to a
Transmission Owner’s own transmission
facilities; (ii) located solely within a
Transmission Owner’s Zone and the costs
of the project are allocated solely to the
Transmission Owner’s Zone; (iii) located
solely within a Transmission Owner’s Zone
and is not selected in the Regional
Transmission Expansion Plan for purposes
of cost allocation; or (iv) proposed to be
located on a Transmission Owner’s existing
right of way and the project would alter the
Transmission Owner’s use and control of its
existing right of way under state law.
Transmission Owner shall be the
Designated Entity when required by state
law, regulation or administrative agency
order with regard to enhancements or
expansions or portions of such
enhancements or expansions located within
that state.

Reason for Revision and/or

Compliance
This new Section is consistent with the
circumstances enumerated in Order No. 1000 where
it is permissible to designate the incumbent
transmission provider. See Order No. 1000 at PP
226, 262, 319, 329; Order No. 1000-A at P 427.

Section 1.5.8(m) — Immediate-
need Reliability Projects

This new Section provides the procedures
for the development and inclusion in the
regional transmission plan of reliability-
based projects that (i) are required to be in
service three years or less from the year
PJM identified the existing or projected
limitations on the Transmission System that
gave rise to the need for such enhancement
or expansion or (ii) an expedited
designation is required to address existing
and projected limitations on the
Transmission System due to immediacy of
the reliability need in light of the projected
time to complete the enhancement or
expansion.

This new Section is necessary to timely meet the
reliability needs of the Transmission System and is
consistent with the function of the regional planning
process which is “to identify those transmission
facilities that are needed to meet identified needs on
a timely basis, and in turn enable public utility
providers to meet their service obligations.” Order
No. 1000 at P 264.
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Reason for Revision and/or

Section Title Revision

Compliance
Section 1.5.8(m)(1) This new Section provides: (1) PIM shall This new Section is necessary to timely meet the
develop and recommend Immediate-need reliability needs of the Transmission System and is
Reliability Projects for inclusion in the consistent with the function of the regional planning
regional transmission expansion plan; (ii) process which is “to identify those transmission
PJM shall present to the Transmission facilities that are needed to meet identified needs on

Expansion Advisory Committee for review | atimely basis, and in turn enable public utility

and comment descriptions of the proposed providers to meet their service obligations.” Order
Immediate-need Reliability Projects No. 1000 at P 264.

recommended for inclusion in the
recommended plan; and (iii) Transmission
Owner(s) in the Zone(s) in which the
Immediate-need Reliability Project is to be
located shall be the Designated Entity for
the Immediate-need Reliability Project
included in the regional transmission plan,
provided the Immediate-need Reliability
Project was not chosen pursuant to the
expedited proposal process set forth in
Section 1.5.8(m)(2).
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Section Title
Section 1.5.8(m)(2)

Revision

This new Section provides for an expedited
proposal window process for Immediate-
need Reliability Projects. Specifically, this
Section provides: (i) if, in PIM’s judgment,
there is sufficient time for a shortened
proposal window, PJM shall post on the
PJM website the violations and system
conditions that could be addressed by
Immediate-need Reliability Project
proposals and provide notice to stakeholders
of a shortened proposal window; (ii)
proposals must contain the information
required in Section 1.5.8(c); (iii) if an entity
is seeking to be the Designated Entity, such
entity must have pre-qualified to be a
Designated Entity pursuant to Section
1.5.8(a); (iv) in determining the more
efficient or cost-effective proposed
Immediate-need Reliability Project for
inclusion in the regional transmission plan,
PJM shall consider the extent to which the
proposed Immediate-need Reliability
Project , individually, or in combination
with other Immediate-need Reliability
Projects, would address and solve the
posted violations or system conditions and
other factors such as cost-effectiveness, the
ability of the entity to timely complete the
project, and project development feasibility
in light of the required need; and (v)
Sections 1.5.8(i) and 1.5.8(j) apply when an
entity is designated as the Designated
Entity. The Section further provides, that in
the event that (i) PJM determines that no
proposal resolves a posted violation or
system condition; (ii) the proposing entity is
not selected to be the Designated Entity;
(iii) an entity does not accept the
designation as a Designated Entity; or (iv)
the Designated Entity fails to meet
milestones that would delay the in-service
date of the Immediate-need Reliability
Project, PIM shall develop and recommend
an Immediate-need Reliability Project to
solve the violation or system needs in
accordance with Section 1.5.8(m)(1).

Reason for Revision and/or

Compliance
This Section is consistent with Order No. 1000 in
that it provides a sponsorship process for Immediate-
need Reliability Projects, when feasible. See Order
No. 1000 at P 336.

Section 1.5.9 — State Agreement
Approach

This new Section provides a mechanism by
which states may agree to be responsible for
the cost allocation of projects that meet
Public Policy Requirements.

While this Section is not required for compliance
with Order No. 1000, it further provides a
mechanism to submit input into the planning process
and address state Public Policy Requirements. See
Order No. 1000 at P 212.
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Section Title
Section 1.5.9(a)

Revision

New Section 1.5.9(a) provides: (i) state
governmental entities authorized by their
respective states, individually or jointly,
may agree voluntarily to be responsible for
the allocation of all costs of a proposed
transmission expansion or enhancement that
addresses state Public Policy Requirements
identified or accepted by the state(s) in the
PJM Region; (ii) such transmission
enhancements or expansions may be
included in the recommended plan as a (a)
Supplemental Project or (b) state public
policy project, which is a transmission
enhancement or expansion, the costs of
which will be recovered pursuant to a
FERC-accepted cost allocation proposed by
agreement of one or more states and
voluntarily agreed to by those state(s); (iii)
all costs related to a state public policy
project or Supplemental Project included in
the regional transmission plan to address
state Public Policy Requirements pursuant
to this Section shall be recovered from
customers in a state(s) in the PJM Region
that agrees to be responsible for the
projects; (iv) no costs of a project shall be
recovered from customers in a state that did
not agree to be responsible for the costs of a
project; and (v) a state public policy project
will be included in the regional transmission
plan for cost allocation purposes only if
there is an associated FERC-accepted
allocation permitting recovery of the costs
of the state public policy project consistent
with this Section.

Reason for Revision and/or

Compliance

Section 1.5.9(b)

The New Section provides that subject to
designations reserved for Transmission
Owners in Section 1.5.8(1), the state(s)
responsible for cost allocation for a
Supplemental Project or a state public
policy project may submit to PJM the
entity(ies) to construct, own, operate and
maintain the state public policy project from
a list of entities pre-qualified to be
Designated Entities pursuant to Section
1.5.8(a).

Section 1.6 — Approval of the
Final Regional Transmission
Expansion Plan
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Section Title
Section 1.6(a)

Revision

This existing Section is revised as follows:
(i) “Section 1.6” is replaced with “Schedule
6”; (i) the Section now states that “the PJM
Board shall approve the cost allocations for
transmission enhancements and expansions
consistent with Schedule 12 of the PIM
Tariff; (ii) the Section clarifies that
Supplemental Projects will be integrated
into the Regional Transmission Expansion
Plan but shall not be included for cost
allocation purposes.”

Reason for Revision and/or

Compliance
This Section is revised to provide more clarity
regarding PJM Board actions concerning cost
allocation approvals and that Supplemental Projects
will not be included in the regional transmission plan
for cost allocation purposes.

Section 1.6(b)

This Section is revised to add “or other
entity(ies)” after Transmission Owners.

The revision to this Section clarifies that entities that
are not existing Transmission Owners may be
designated to construct projects included in the
regional transmission plan.

Sections 1.6(c) & (d)

These sections are renumbered.

These Sections were renumbered because 1.6(b)
became its own section rather than being part of
1.6(a).

Section 1.7 — Obligation to Build

Existing Section 1.7(a) is revised to replace
word “However” with “Except as provided
in Section 1.5.8(k) of this Schedule 6.”

The revision to this Section is necessary because
pursuant to new Section 1.5.8(k), the Transmission
Owner may be designated a project that originally
was designated to another entity if that entity fails to
meet milestones.
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Generation Deactivation Notification
(Retirements) Update
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é/

Deactivation Status

Chesapeake 1 & 2,

Reliability Analysis complete. Impacts identified.

Yorktown 1 DOM 12/31/2014 Upgrades expected to be completed by June 2015.
Reliability Analysis complete. Impacts identified.

Chesapeake 3 & 4 DOM 12/31/2015 Upgrades expected to be completed by June 2016.

Bergen 3; Burlington 8; Reliability Analysis Complete. Impacts identified and

National Park 1; Mercer expected to be resolved in three - four years. Working

3; Sewaren 6 PSEG 6/1/2015 with affected TO to finalize upgrade schedule.

Armstrong 1 & 2; Reliability analysis complete.

Ashtabula 5; Bayshore Impacts identified and expected to be resolved by June

2-4; Eastlake 1-5; Lake 2016.

Shore 18; R Paul Smith Further refinement of the reliability analysis, required

3 &4 AP 9/1/2012 upgrades, and generator deactivation schedule continues.

Walter C Beckjord 1 DEOK 5/1/2012 Reliability Analysis complete - no impacts identified.
Reliability Analysis complete - impacts identified -

Walter C Beckjord 2-6 DEOK 4/1/2015 upgrades scheduled to be completed by June 2014

Albright 1-3; Rivesville 5 Reliability Analysis complete - impacts identified -

& 6; Willow Island 1 & 2 APS 9/1/2012 upgrades scheduled to be completed by May 2013

New Castle 3-5; New Reliability Analysis complete - impacts identified -

Castle Diesels A & B ATSI 4/16/2015 upgrades scheduled to be completed by June 2015

PJM TEAC
04/27/2012

PJM©2012
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Deactivation Status

Portland 1 & 2; Glen
Gardner CT 1-8

Reliability Analysis complete - impacts identified -

MetEd 1/7/2015 upgrades scheduled to be completed by June 2016

Reliability Analysis complete - impacts identified -

Elrama 1-4 DUQ 6/1/2012 upgrades scheduled to be completed by June 2014
Reliability Analysis complete - impacts identified -

Shawville 1-4; Titus 1-3 | penElec 4/16/2015 upgrades scheduled to be completed by June 2016
Reliability Analysis complete - impacts identified -

Niles 1 & 2 ATSI 6/1/2012 upgrades scheduled to be completed by June 2014

Fisk Street 19, Crawford

7&8 ComEd 12/31/2012 Reliability Analysis Complete. No impacts identified.

Conesville 3 AEP 12/31/2012 Reliability Analysis Underway

Big Sandy 1; Clinch

River 3; Glen Lyn 5 & 6;

Kammer 1-3; Kanawha

River 1 & 2; Muskingum

River 1-4; Pickway 5;

Sporn 1-4; Tanner Creek

1-3 AEP 6/1/2015 Reliability Analysis Underway

PJM TEAC

04/27/2012

PJM©2012




b~ Y Deactivation Status

Avon Lake 7 & 9 ATSI 4/16/2015 Reliability Analysis Underway

Reliability Analysis Underway. PSEG also contemplating
Sewaren 1-4 PSEG 6/1/2015 re-use of Capacity Rights for a new generation project

Cedar 1 & 2; Deepwater

1 & 6; Missouri Ave CT
B,C&D AE

5/31/2015 Reliability Analysis Underway

PJM TEAC

PJM©2012
04/27/2012




Chesapeake #1-4 & Yorktown #1 Deactivation




b~ Y Chesapeake and Yorktown Deactivation Notifications

 Deactivation Notifications:

— Chesapeake Units 1-2 &
Yorktown 1

« 381 MW

* Requested
Retirement Date:
December 31, 2014

Dominion

— Chesapeake 3&4
« 354 MW

* Requested
Retirement Date:
December 31, 2015

SERY

I

PJM TEAC

PJM©2012
04/27/2012




Dominion Resources Deactivations - Chesapeake Units 1-4 & Yorktown 1

é/ Dominion Transmission Zone
James River Crossing Alternatives

»  Dominion Criteria — critical system
conditions of Yorktown #3 outage

* N-1 Thermal Overloads (All conductor
limits)
—  Chuckatuck — Newport News 230 kV is

overloaded for the loss of Surry —
Winchester 230 kV

—  Surry - Winchester 230 kV is
overloaded for the loss of Chuckatuck —
Newport News 230 kV

— Lanexa - Waller 230 kV is overloaded
for the loss of Chickahominy — Waller
230 kV
« James River Crossing Double Circuit
Towerline overloads (All conductor

Lanexa ¢ Newport Reservoir
o, 7 Toano .

limits) i
. . | ) Newport News
—  Chickahominy — Waller 230 kV, Lanexa e 40 AN
— Waller 230 kV, and Yorktown — ® Subs ldentiied Transmission Lines [0 genns crurchy . oo
Whealton 230 kV substaioie \/ 60 - ‘

» Also, voltage collapse for the James sk AVARIEL
River Crossing Double Circuit ek el
. /| S ALY \/ 230kv
Towerline outage o 5KV \J
&l o 500 kV \/ 500 kv
. : il \/ 765kv
*  Several solution alternatives evaluated o 765KV \/ e

PJM TEAC PJM©2012

04/27/2012




Dominion Resources Deactivations - Chesapeake Units 1-4 & Yorktown 1

b~ Y Chickahominy 500 kV Alternative

* Dominion Proposed Solution

* Chickahominy to Skiffes Creek
500 kV Line $116 M

— (38 miles total, already Dominion
owned)

- Chickahominy 500 kV Station 500 m"“&i
kV Breakers $4.6 M

- Skiffes Creek 500-230 kV Txand 7/ |
Switching Station $42.4 M y
o Alpine
»  New Skiffes Creek - Whealton 230 =~

kV Line $46.4 M Bch aad V4
«  Whealton 230 kV Breakers $2.1 M :}f:,.sky _
P

a "ény_yi.'fagge

TR Papennﬂ e _,-"-!-_f
e Shackleford  \\'~ ./ 5o

Colrectional

Approximat #Route

Providence Fgrge

Yorkiown

K™ &
g
=N

Fort Lee

«  Yorktown 230 kV Work $0.2 M : A
LEGEND | Poolesuile, o NRSATTOY
. Lanexa 115 kV Work $O 13M e Subs Identified Transmission Lines \\ I ‘ k\ N, jﬁ?g;ige
. Substations \/ 69 \ | il B | Mergy
Surry 230 kV Work $0.13 M Viee o / | WhealtoRy Rygpaier
« Kings Mill, Peninmen, Toano, | 138 KV L RE oort Nows
Waller, Warwick $ 0.03 M o sk \\f o N\ V™
& R Waverly ‘ e Nayy__tsél
% e V. so0kv WNreidf 7 Craneylds ;g
. . \/ 7e5kv Hoboo B 2SI
« Estimated project cost: $211.99 M > sk \/ HvDC i\»@em’ ool ‘—*,«
vor i) IShea
e e

PJM TEAC PJM©2012
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Dominion Resources Deactivations - Chesapeake Units 1-4 & Yorktown 1

A/

* Dominion Proposed Solution

« Surry to Skiffes Creek 500 kV Line
$58.3 M

— 7.7 miles total (3 miles already existing
Dominion ROW)

« Surry 500 kV Station Work $1.5 M

« Skiffes Creek 500-230 kV Tx and
Switching Station $42.4 M

* New Skiffes Creek - Whealton 230
kV Line $46.4 M

«  Whealton 230 kV Breakers $2.1 M
e  Yorktown 230 kV Work $0.2 M

« Lanexa 115 kV Work $0.13M

« Surry 230 kV Work $0.13 M

* Kings Mill, Peninmen, Toano,
Waller, Warwick $ 0.03 M

« Estimated project cost: $151.19 M

PJM TEAC

04/27/2012

Providence Forge

Surry 500 kV Alternative

a "ény_yi.'fagge
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Dominion Resources Deactivations - Chesapeake Units 1-4 & Yorktown 1

b~ Y Great Bridge & Surry 230 kV Alternative

» LS Power / Northeast Transmission J
Development Proposed

*  Build a new Great Bridge 500 kV
substation (3 breaker ring bus) along
existing Fentress-Septa 500 kV circuit.

* Build a new Great Bridge 115 kV
substation at the intersection of the
Fentress-Septa 500 kV circuit and the
Hickory-Great Bridge 115 kV circuit.

* Install a new Great Bridge 500/115 kV
transformer.

» Reconductor Great Bridge-Chesapeake
115 kV with high temperature

T :.5 Kings Mill . N ,YQ{ER}E”"H

TR
a) %

% enmsufa i
1A )}

agr Uder \ e(cury

nns Church E
& o\ Vy S l o

conductor.
* Install a second Yorktown 230/115 kV
transformer. o m,L::END Sl
. ubs |dentifie ransmission Lines
*  New Surry-Skiffes Creek single circuit Substations \/ 69
230 kV line in series with a PAR at ° M5kv V' 1skv
Surry 138 kV 138 kV
) . o 230kV \/ 230kv
«  $99 M for Surry — Skiffes Creek 230 kV o 35KV v
plus the cost of the Great Bridge and > UK \/ s00kv
Yorktown area work DoV e
\/ HvDC

PJM TEAC

04/27/2012
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Dominion Resources Deactivations - Chesapeake Units 1-4 & Yorktown 1

b~ Y Surry 230 kV Partial Alternative

« 230 kV Alternative to the 500 kV
portions of the Chickahominy 500
kV and Surry 500 kV proposals

_ te Route
« Construct a New Surry - Skiffes Hayes
Creek single circuit 230 kV line )
$84 M
— Total length approximately 7.33 miles R -

— ~3 miles underground/underwater

* Construct a Phase Angle
Regulator in series with Surry —

Skiffes Creek 230 kV at Surry $15 LEGEND
M ® Subs Identified Transmission Lines
Substations \/ 69
° 115kV \/ 115kv
. . . 138 kv 138 kV
- Estimated project cost: $99 M IRV
o 3A5kV \/ 345kv
& ol \/ 500kv
o 69KV
| 765 kV x :i/SDF:

PJM TEAC PJM©2012
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Dominion Resources Deactivations - Chesapeake Units 1-4 & Yorktown 1

= 2 Alternative Performance Comparison

« Great Bridge & Surry 230 kV Alternative

— Does not address several key criteria violations

* Analytical focus on other three alternatives
— Chickahominy 500 kV Alternative
— Surry 500 kV Alternative
— Surry 230 kV Partial Alternative

PJM TEAC PJM©2012

04/27/2012



Dominion Resources Deactivations - Chesapeake Units 1-4 & Yorktown 1

=~ % Alternative Performance Comparison

* Chickahominy 500 kV Alternative, Surry 500 kV
Alternative and Surry 230 kV Partial Alternative

performance in the near term
— All solved the applicable criteria violations
» N-1-1
» Generator Deliverability
» Load Deliverability
» Dominion Critical Condition criteria

— Surry 230 kV Partial Alternative solution acceptable in near term but
with small margin on thermal limits

« Sensitivity of at-risk generation (Yorktown #2)

— Surry 230 kV Partial Alternative demonstrates a thermal overload of
Lanexa — Waller 230 kV and the proposed Phase Angle Regulator

— No performance issues for Chickahominy 500 kV and Surry 500 kV

PJM TEAC PJM©2012

04/27/2012




Dominion Resources Deactivations - Chesapeake Units 1-4 & Yorktown 1

7 Alternative Cost Comparison

* Proposed Alternative to Dominion 500 kV scope of work

— Surry 500 kV scope of work
 Surry to Skiffes Creek 500 kV Line (7 miles overhead) $58.3 M
« Surry 500 kV Station Work $1.5 M
« Skiffes Creek 500-230 kV Tx and Switching Station $25 M

« Total Surry 500 kV alternative and associated work: $84.8 M as estimated by
Dominion

— Surry 230 kV scope of work

« New Surry to Skiffes Creek 230 kV Line (4 miles overhead / 3 miles underwater) $84
M

 Install new 230 kV Phase Angle Regulator (PAR) in series with the new Surry to
Skiffes Creek 230 kV $15 M

« Total Surry 230 kV alternative and associated work: $99 M as estimated by LS
Power

PJM TEAC PJM©2012

04/27/2012




Dominion Resources Deactivations - Chesapeake Units 1-4 & Yorktown 1

é/

Proposed Solution Considerations

Chickahominy 500 kV Surry 500 kV Surry 230 kV

Partial
« ROW - ROW - ROW
— Dominion Owned — mostly Dominion — Expansion limitations
«  Siting process / timeline Owned at Surry 230 kV
- Estimated cost: $134.8 « Siting process / timeline « Phase Angle Regulator
« Estimated cost: $84.8 M — Siting

— Added operational
complexity of a PAR

« Siting process / timeline
« Estimated cost: $99 M

PJM TEAC PJM©2012

04/27/2012




Dominion Resources Deactivations - Chesapeake Units 1-4 & Yorktown 1

=~ % Proposed Solution

« Recommended solution:
— Surry 500 KV alternative

« Assign construction responsibility to Dominion

PJM TEAC PJM©2012

04/27/2012
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Issues Tracking
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=~ % Issues Tracking

e Open Issues
— None

e New Issues

PJM TEAC PIM©2012

08/09/2012



MAPP & PATH

West Virginia

Kentucky . Virginia

Substations
VOLTAGE

@ TeskY

O  sookv
Transmission Lines
VOLTAGE
AN TEERY
AN 500Ky
PJM Zones

North Carolina

- . ol

PIM©2012
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PATH Project Analysis Update




=~ % 2010 RTEP - Previous Reliability Violations

2010 RTEP Thermal Violations

From Bus To Bus Voltage First Thermal Violation Date B DE.|I'H'Er.ahI|It'f Area
Violation(s)
|lexington i Dooms  : 500kv i 2017 _Dominion Load Deliverability _
/ N MAAC Load Deliverability
Nit.(tom /A TaSs7Tap | 500kV | 2015 . PEPCO Load Deliverability

. SWMAAC Load Deliverability

RSN Y. . o L. O ettt et homse ot SR

MAAC Load Deliverability

..............................................................................................................................................................................................

N8 : Dominion Load Deliverability
4Ry i PEPCO Load Deliverability

Pruntytown | Mt.Storm | 500KkV il // 2020 i _ o
i E : Y A LS i SWMAAC Load Deliverability

e o oo o L e peedleo e e e

lacks Mountain | Juniata#2 | 500KV 2020 IR SeMAA® [oad Deliverability
Greenland Gap iMeadow Brook | 500kv | 2025 i MAAC oad) deliy erability
__________ Mt Storm iGreenlandGap: 500kV i >205 | MAACLoagDeivimaniliy
_Bath County i Valley  © 500kv i 2022 i Dominion Load Deliverebity
| __Keystone iacks Mountaini  500kv 2022 | EMAAC Load Deliverability -
Harrison Pruntytown 500 kv PEPCO Load DEI_WEHh_II_IW
_______________________________________________________________________________________________________________________________________________ MAAC Load Deliverability
Keystone | Conemaugh 500 kv 2025 . EMAAC Load Deliverability

PJM TEAC PIM©2012

08/09/2012




« 2010 RTEP MAAC Load Deliverability Voltage

TEST

2010 RTEP - Previous Reliability Violations

— Over 40 non-converged contingency pairs for the 2010

RTEP MAAC load deliverability voltage test

Non-Converged Contingencies

PJM TEAC

08/09/2012

Bath County — Valley
Bedington — Doubs
Bedington Cap

Black Oak — Bedington

Fie ck Oak - Black Oak SV/2
Bri jhooii - Conastone” |/
Brightwui = Dfub's

Brister — Chanice/or
Brister — Ox

Burches Hill - Possum Point 4/ {

Cabot — Cranberry

Calvert Cliffs - Waugh Chapel
Calvert Cliffs #1 generator
Calvert Cliffs #2 generator
Conemaugh — Hunterstown
Conemaugh - Jacks Mountain
Conemaugh — Keystone
Cunningham — Dooms
Cunningham — Elmont

Doubs Cap

Elmont — Ladysmith

Fort Martin — Ronco
Hatfield's Ferry - Black Oak

Hatfield's Ferry - Brown Run
Hatfield's Ferry - Fort Martin
Hatfield's Ferry — Ronco
Hunterstown — Conastone
Jacks Mountain - Juniata #1
Jacks Mountain - Juniata #2
Keystone - Jacks Mountain
Keystone - South Bend
l'24vsmith — Chancellor
o+ sm >~ Possum Point

‘Lol 'doy' n - /Aeadrw Brook

Loudoun << Mor *vill »

/| Loudclin - Pleasant View
‘Mez de v Bro sk~ Greenland Gap

Midlothan ;/ Nuih-Anna
Morrisville - Nout ‘Anna
Morrisville Cap

Mt. Storm - Greenland Gab S

Mt. Storm - Meadow Brook
Mt. Storm - T157_Tap
T157_Tap — Doubs
T174_Tap - Brown Run
Wylie Ridge — Cranberry
Yukon - South Bend

Yukon - T174_Tap

PIM©2012




=~ % 2012 RTEP Analysis — Criteria Tests

e Assumption:
— PATH and MAPP not modeled

e Result

— 2012 RTEP 15 Year Thermal Analysis Result
v" All previous thermal overloads resolved
v No thermally overloaded 500 kV facilities in years 2013 — 2027
— 2017 Load Deliverability
— Thermal and Voltage
— All contingencies converged
— CETL > CETO
— 2017 N-1-1 Analysis
— No thermal or voltage violations identified for 500 kV contingencies

PJM TEAC PIM©2012

08/09/2012



=~ % PV Analysis

MAAC PV Result

- Conemaugh 500 kV voltage for the loss of the Keystone - Juniata 500 kV
== Doubs 500 kV voltage for the loss of Beddington - Black Oak 500 kV
——=2017 MAAC CETO

1.08

1.06

L \\\\

0.98

Voltage (pu)

0.96

0 1000 2000 3000 4000 5000 6000 7000 8000 9000
MAAC Transfer (MW)

MAAC 2017 CETO = 1100 MW

PJM TEAC PIM©2012

08/09/2012




= 2 2012 RTEP Analysis — Sensitivity Analysis

* At Risk Generators sensitivity analysis
— At-risk generation

— HEDD generation (in addition to at-risk above, also
considered to be at-risk)

— Potential new generation

e Sensitivity study of MAAC voltage analysis

PJM TEAC PIM©2012

08/09/2012



=~ % MAAC Voltage Violation Sensitivity Study

Calculate load deliverability voltage test margin in 2017
» Margin = CETL — CETO

Consider sensitivity factors
» Load growth
» At-risk generation
» Potential new generation

Determine sensitivity year voltage violation

Consider potential voltage mitigation
» SVC, synchronous condenser, etc.

PJM TEAC PIM©2012

08/09/2012



=~ % MAAC Voltage Violation Sensitivity Study

First Voltage Violation Year Sensitivity

5041 2021 2022 2024
4500 2022 2023 2025

2027+

At Risk + 4000 2021 2023 2024 2026 2027+
HEDD 3500 2022 2023 2025 2027+ 2027+
Generation 3000 2023 2024 2026 2027+ 2027+
(MW) 2515 2023 2025 2027+ 2027+ 2027+
2000 2026 2027+ 2027+ 2027+

1500 2027+ 2027+ 2027+ 2027+

1000 2027+ 2027+ 2027+ 2027+

500 2027+ 2027+ 2027+ 2027+ 2027+

0 2027+ 2027+ 2027+ 2027+ 2027+

0 1000 2000 3000 4000 4695
New Generation (assume FSA)

(MW)
» MAAC (not including HEDD) at-risk generation is approximately 2,500 MW
« HEDD at-risk generation is an additional approximate 2,500 MW
« MAAC FSA generation is approximately 4,700 MW

PJM TEAC 12 PIM©2012
08/09/2012



é/ PATH Project Recommendation

e PJM staff will be recommending to the PIJM
Board at their Friday, August 24, 2012 meeting
to cancel the PATH project

* Provide any written comments to
RTEP@pjm.com by Monday, August 20t
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MAPP Project Analysis Update




=~ % MAPP Project Analysis

* Previous 2010 RTEP
— EMAAC load deliverabllity voltage violations

e Current 2012 RTEP

— No EMAAC load deliverability voltage violations
» Worst contingency is Keeney — Rock Springs 500 kV

— CETL>CETO
 What is the CETL margin?

— No 15 Year thermal violations

— No N-1-1 thermal or voltage violation for 500 kV
contingencies

PJM TEAC PIM©2012

08/09/2012



=~ % PV Analysis

EMAAC PV Result

== Cochranville 230 kV voltage for the loss of Keeney - Rocks Springs 500 kV 2017 EMAAC CETO
1.01

1
0.99
0.98 —

~
N
—
.

0.94 \
0.93 \

0.92

o
©
~

Voltage (pu)
o
©
()]

o
©
al

0- 91 T T T T T T T T 1
4500 5000 5500 6000 6500 7000 7500 8000 8500 9000

EMAAC Transfer (MW)

EMAAC 2017 CETO = 5010 MW

PJM TEAC PIM©2012

08/09/2012




=~ % EMAAC Voltage Violation Sensitivity Study

First Voltage Violation Year Sensitivity

2020 2021
2021 2022
At Risk + 2023 2024
HEDD 2024 2025
Generation 2500 2020 2021 2023 2024 2026 2027
(MW) 1989 2021 2023 2025 2026 2027+ 2027+

1500 2023
1000

2027+ 2027+

2027+ 2027+ 2027+

500 2027+ 2027+ 2027+ 2027+
0 2027+ 2027+ 2027+ 2027+ 2027+
0 500 1000 1500 2000 2280
New Generation (via FSA)
(MW)

« EMAAC (not including HEDD) at-risk generation is approximately
2,000 MW

« HEDD at-risk generation is an additional approximate 2,500 MW
« EMAAC FSA generation is approximately 2,300 MW

PJM TEAC PIM©2012

08/09/2012




é/ MAPP Project Recommendation

e PJM staff will be recommending to the PIJM
Board at their Friday, August 24, 2012 meeting
to cancel the MAPP project

* Provide any written comments to
RTEP@pjm.com by Monday, August 20t
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Stage 1A 10-Year ARR Analysis




é/ Upgrades- Stage 1A 10-Year ARR analysis

. COMED Zone

—  Following projects were studied
. New Byron - Wayne 345 KV circuit
. New Byron - Cherry Valley - Pleasant Valley 345 kV circuit
. New Byron - Cherry Valley 345 kV circuit
. New Cherry Valley - Pleasant Valley 345 kV circuit
. New Byron - Pleasant Valley 345 kV circuit
. New Byron — Pleasant Valley 345 kV circuit + Tampico — Normandy 345 kV

— Atthe June TEAC, Byron-Wayne 345 kV was identified as the most optimal project to fix
10-Year ARR violations.

. Eliminates all COMED violations

—  Since then PJM staff has been evaluating the reliability impacts

PJM TEAC PIM©2012

08/09/2012




B/ Reliability Evaluation — Preliminary Results

 Byron — Wayne 345 kV

— Preliminary results suggest no additional facilities
needed due to reliability

 Byron — Pleasant Valley 345 kV, new Silver Lake
345/138 kV transformer and uprate of Pleasant
Valley — Silver Lake 345 kV

— Preliminary results suggest an overload of Byron —
Cherry Valley “Blue” 345 kV and an overload of the
Pleasant Valley 345/138 kV TR #81

PJM TEAC PIM©2012

08/09/2012



é/ LS Power Byron — Pleasant Valley 345 kV Variations

« June 2012 - LS Power proposes Byron — Pleasant Valley 345 kV,
new Silver Lake 345/138 kV transformer and uprate of Pleasant
Valley — Silver Lake 345 kV

 July 2012 — LS Power modifies proposal to include Tampico —
Normandy 345 kV

« August 2012 - LS Power modifies proposal to include second
Pleasant Valley 345/138 kV transformer

« August 2012 — LS Power modifies proposal to remove Tampico —
Normandy 345 kV and switch the proposed Byron — Pleasant
Valley 345 kV termination at Byron from the red bus to the blue
bus

PJM TEAC PIM©2012

08/09/2012




=~ % Next Steps

« Reliability evaluations

e Cost evaluation

— Independent feasibility study and cost estimate for
Byron — Wayne Is in-progress

* Finalize 10-year ARR Infeasibility Analysis

PJM TEAC PIM©2012

08/09/2012



Generation Deactivation Notification
(Retirements) Update




Generation Retirements

X ; Ashtabula f ~
Crawford 5 244 MW -
Donald C. Cook P,
532 MW stateline Bay Shore \j f;;;':‘m ; !
el ! : Hvon ; Hunlock Creek .
Fisk - ""D_ A s mw ? 45 MW s Ramapo
326 MW : pent i P y )
Shawville ortland = - Bergen
Wilton Ctr. Niles Susquoann 201w Kearny g
Lake Shore 5171w 597 MW 370 Mw 2w
245 MW Armstrong ‘r
\ 343 MW Sewaren
New Castle’ . Glel‘“sg:;“;“w A
332 MW Cabot 4
St Bengeystone
U cabn SouBiEn 243 MW, Cromby Mercer
345 MW/ 115 MW
ie Rldgg Ekrama Whitpain®,
fdg0 mw Theee TiE National Park #
Conesville s E:ggsh:owne MV iy
165 MW
Kammer, Inag;rmn Deepiwater. 66 MW _ '
! 630 MW i
! Picwa R.P. Smith iy Missouri Ave
{ 100 M\I“\rf Muskingum River 115 MWS sland @ oMW
Hutchings 840 MW \Bﬂdllutﬂ'h’
159:MW | . Qak
SMART Paper. R:;:s;:l:lia .i R\
| y \ Ire
25 MW | Willow 1513nd . Ha Hsor ' mamamkﬂnnnlng .
s Tanners Creek | Beckjord 189 MW e 550 MW ) . ’
: 493 MW i Putomac!RIval ¥ “/Indian River, >
Don Marquis 482 MW )

.1119 MW

Kanawha River
400 MW

= Big Sandy
, 278 MW

Substations
500 kV
765 kV
Transmission Lines
500 kV
765 kV
HvDC

Pending Retirements -
1-121 MW
122 - 245 MW

246 - 401 MW o
Clinch River.
235 MW

402 - 597 MW

Bineville Pocket

598 - 1233 MW

PJM TEAC
08/09/2012

. Wyoing gjen Lyn
= 335 MW

ivartaia Joshua Falls

PIM©2012



é/ Niles 1 & Elrama 4 RMR

e Cost allocation posted to PJM.com

e http://www.pjm.com/planning/generation-
retirements/~/media/planning/gen-retire/niles-1-and-elrama-4-zonal-
cost-allocation-for-2012.ashx

PJM TEAC PIM©2012

08/09/2012
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Ohio Area Deactivation Upgrade Alternative
Analysis




‘é/

New Beaver Valley -
Leroy Center 345kV +
Mansfield - Leroy Center
345KV lines

Estimated Project Cost:
$393M

Proposed in-service date:

6-1-2018

Short term: Temporary
Operating Procedure to
Open Cloverdale-
Barberton 138kV until
345kV lines are built

Status: Alternative
Evaluation in progress

PJM TEAC

08/09/2012

Original Consideration - Aprll 2012

Nurs ery % Austinburg
Spruce

Leroy Center
: Nash

Maysuville

A\ Sharon Coatingsnam”
i |

Ivanhoegrton T &
Hudson MIFBaSt  Newton Falls Burton -‘ A Mgsuof McDowell
DarrowTerex P rossfand \
Ira , PeWyin gs\-ﬂ _Shenango
Pine
Babb Kiesters
TUSC
Firestone Cedar Street APS
LEGEND New Castle
®  Subs Identified Transmission Lines Km"gﬂ?w
Substations \/ 69 Hoytdale seneca. <190
o  115kV 115 kV i [o]
\/ Zellenople BoroMaple G Calltont
138 kV Saxonbdrg
138 kV
Jackson
= Ay \/ 345KV '. A@/sarm
Pine
°© 500kV \/ 500KV n Epworth
°  69kV >
\/ 765KV cec \Beaver Valley o i HQP“T'WE"
e T765kV crescenr WildwoodNorth
\/ HvDC 1Yo sps ewl Phillips Mt. Nebo ™~
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Marysville — South Amherst
765 kV

— Also includes 2-5 miles of 345 kV
from South Amherst — Beaver 345
kV

Trivalley — South Amherst
765 kV

—  Trivalley will intersect Kammer —
Vassell 765 kV near Conesville 345
kv

— Also includes 2-5 miles of 345 kV
from South Amherst — Beaver 345
kV

Conesville — Beaver 345 kV

Conesville — Harmon 345 kV

Beaver Valley - Leroy
Center 345kV + Mansfield —
Leroy Center 345kV line

PJM TEAC
08/09/2012

Retirement Upgrade Alternative Analysis

LEGEND
®  Syubs ldentified Sub i T ission Lines L .
0 New Subs e 15k \/ 69 f__\/ 1
" 138k N/ 15Ky : |
New Trans Lines H
o 230KV i
? V SRy 0 345k e
f \/ z30kv
g v 765 kV & SOW \/ sspy Leroy Center
o kY AP
\/ sookv P
of ® 785 kV i r )
i \ 7eskv . \/ o
\/ Hvoc :

J

‘.
"l
* 8
/ N
\J
-
\J

— Mansfiel
/ Xﬂ‘“‘“ Valley. <

ol
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é/ Ohio Alternatives - Analysis Update

e Case creation complete for each of the 5
alternatives

e Analysis
— N-1-1 thermal is underway

— Baseline contingency analysis, generator
deliverability analysis, and common mode outage
analysis are complete. PJM staff is preparing to
distribute results and coordinate feedback.

— Load deliverability thermal/voltage and N-1-1 voltage
will begin soon

PJM TEAC PIM©2012

08/09/2012



Supplemental Projects




é/ Dominion Transmission Zone

* Upgrade the 500kV wave trap at
Carson on Tie Line #570 to 4000
amp to make Dominion’s segment of
the line rating 3454 MVA.

* Projected IS Date: Oct 2013

e« Estimated cost $ 100,000

Dominion

LEGEND
®  Subs Identified Transmission Lines
Substations \/ 69 N
o 115KV \/ 115kv
138 kV 138 kV .
e 161kV 161
POt o 230kV
\/ 230kv
o 345kV \/
345kV
o
PAnky \/ 500kv
o BIKV
\/ 7e5kv
® 765kV N e

PJM TEAC PIM©2012

08/09/2012




é/ Dominion Transmission Zone

* Upgrade the Dominion segment of
Tie Line #296 Person to Halifax 230
kV (20.4 miles) to a minimum of 712
MVA which matches the rating of
Progress’s segment of Line #296.
Reconductoring with 477 ACSS and
matching the existing sag will
minimize structure work. Preliminary
review shows 35 of 176 structures
will need to be replaced.

bedy Creek Dominion
g Omega LXp:

Kinderton

* Projected IS Date: Feb 2015

Biylington D.F:.’
Buggs Isfand NUG

e Estimated cost$ 12.0 M

LEGEND

®  Subs Identified Transmission Lines
Substations \/ 69

o 115kV \/ 15kv
138KV 138 kV
161kV 161

2 S0k \/ 230kv

o 345kV \/

345 kV

°  500kV \/ s00kv

o 69kV

\/ 765KV

L]

765 kV

\/ HvDC

PJM TEAC PIM©2012
08/09/2012



Short Circuit




é/ AEP Transmission Area

e The Tanner Creek 345 e [l e
kV breakers ‘P” ‘PZ” . Sutfs Identified Transmission Lines . PunUn@
‘ , Substations \/ 69 Fairfieldpg) |\ ™\
and Ql are o 115KV \/ 15kv Mulhausery s, ber
overstressed o N s _—
. o  345kV \/ 345kv
« Proposed Solution: © K\ gy
Replace Tanner Creek | « e Y [

Cumminsville

345 kV breakers with
63kA rated breakers el el

RochelleAshland

B
(b2084 - b2086) Tanners Creek 1) ) = @ o .
Dearbor ebron = e Wilder
« Estimated Project Cost: ' conaga 1 { Yot
Kenton

Bui ton

t. Zion Webster Hands
Longbranch
Boone

$1.3 M per breaker

» Expected IS Date:
06/01/2013

Kenton
EKPC EKPC

PJM TEAC PIM©2012

08/09/2012




é/ AP Transmission Area

 The Wylie Ridge 345
KV breakers 'WK-1"' s,
through ‘WK-6’ are o
overstressed

* Proposed Solution:
Replace Wylie Ridge > |
345 kV breakers with
63KA rated breakers

(b2106-b2110, b2112) .

« Estimated Project Cost:
$808 K per breaker

« Expected IS Date:
06/01/2017

South Chester

Smith Candor
North Fayette

) LEGEND
Steubanville - .
i ®  Subs Identified Transmission Lines

Substations 69

V
o 115kV \/ 15kv

Camegie

138 kV 138 kV ;
Mahans L:an il 161

N 2 S0k \/ 230kv

o 345KV \/
345 kV
o 500KV \/ 500kv

o 69KV
\/ T765kV
\ ® 765KV XA i
1

PJM TEAC PIM©2012

08/09/2012




Cancelled upgrade:
Advance n0666.5,
n0666.3, and n0666.10
(Replace Hudson 230kV
breakers ‘1HB’, ‘2HA'’,
and ‘2HB’ with 80kA
breakers) (b1750-b1752)

Reason for cancellation:
Fault current levels
decrease as a result of
the Hudson Unit 1
retirement

PJM TEAC

08/09/2012

PSEG Transmission Area

1 = I
LEGEND

* Subsldentified Transmission Lines
Substations kV e

kv /\ 7865 bk
o 69kV /\ 500 i
o 115kV /\ 345
138KV A 20
o  230kV 158
©  345kV
° 500KV Q ;1:
® 765kV

raynor Es: _{[Hobdl
Dot Summit’Newark ';,:a.-'_--_.._ 0o

Doremus PI.N¢wark _.Ba‘iBayfpnhé,-" o

Springfield d.Nq'ﬂ}A?‘?_-_.._ & A
Aldene oBma""'f'- A & -
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=~ % RTEP Next Steps

o Stage 1A 10-Year ARR Analysis
 Ohio Area alternative analysis

« High voltage evaluation

 RTEP reliability analysis

e Scenario analysis

08/09/2012



Questions?
Email: RTEP@pjm.com
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