UNITED STATES OF AMERICA 87 FERC 161,299
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: James J. Hoecker, Chairman;
Vicky A. Bailey, William L. Massey,
Linda Breathitt, and Curt Hébert, Jr.

PJM Interconnection L.L.C.) Docket No. ER99-2340-000

ORDER ACCEPTING FOR FILING AMENDMENTS TO OPEN ACCESS

TARIFF AND OPERATING AGREEMENT, AS MODIFIED
(Issued June 17, 1999)
In this order, we accept for filing, as modified, proposed

amendments to the PJM Interconnection L.L.C. Open Access
Transmission Tariff (PJM Tariff) and to the PJM Interconnection

L.L.C. Amended and Restated Operating Agreement (PJM Operating

Agreement), filed by PJM Interconnection L.L.C. (PJM).

I. Background
A. The Application

On March 31, 1999, PIM submitted for filing a new Part IV to
the PJM Tariff and a new Schedule 6A to the PIM Operating
Agreement, which, together, establish application procedures and
cost responsibility rules for the interconnection of additional
generation capacity (additions of new generation as well as
increases in capacity of existing generating plants) to the PIJM
transmission system. PJM explains that procedures do not exist
in the PJM Tariff for merchant plants to arrange interconnections
where they are unable to specify in advance the transmission
service they may require. ! PJM proposes that the
interconnection customer pay the cost of grid upgrades that would
not have been incurred under PJM's Regional Transmission
Expansion Plan (RTEP) "but for" such interconnection request.

To the extent an interconnection were to reduce PJM’s planned
expansion costs, the interconnection customer would receive a
commensurate reduction in its costs of interconnection.

notes that there is a broad consensus as to the need for
interconnection procedures and that this proposal is the outcome
of an extensive stakeholder process and the approved governance
procedures, which has wide, although not unanimous, support.

Transmittal Letter at 1.
?|d. at 16-19.
*d.

* PIM
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PIJM requests an effective date of April 1, 1999. °

B. Noti ce, Interventions, Protests and Answers

Notice of PIMs filing was published in the Federal
Regi ster, 64 Fed. Reg. 17,656 (1999), with protests and
i nterventions due on or before April 20, 1999.

Baltimore Gas and El ectric Conpany (BG&E) and PJM I ndustria
Consuner Coalition (PJMIndustrial) filed tinmely notions to
intervene in support of PIMs filing.

Al'l egheny Power Service Corporation (Al egheny Power),
Cinergy Services, Inc. (Cnergy), Constellation Power
Devel opnent, Inc. (Constellation), Duke Energy Tradi ng and
Mar keting, L.L.C (Duke), Menber Systens of the New York Power
Pool (Menber Systens), PP&L, Inc. (PP&L), and Tenaska, Inc.
(Tenaska) filed tinely notions to intervene, raising no
substanti ve issues.

Col unmbi a El ectric Corporation (Colunbia Electric), the
El ectric Power Supply Association (Electric Power Supply),
Li berty Electric Power, LLC (Liberty Electric), Public Service
El ectric and Gas Conpany (PSE&G, Sithe Energies, Inc. (Sithe),
and U S. Generating Conpany and P&G Energy Trading - Power, L.P.
(US Gen and PGET) filed tinely notions to intervene and protests.

The M d-Atlantic Power Supply Association (Md-Atlantic),
A d Domi nion Electric Cooperative (Ad Dom nion), and Statoi
Energy, Inc. (Statoil) filed tinely notions to intervene and
protests and requests for hearing. °

On May 6, May 20, and June 1, 1999, respectively, Del marva
Power & Light Conpany (Del marva), Enron Power Marketing, Inc.,
(Enron) and the California Electricity Oversight Board
(California Board) filed notions to intervene out-of-tine,
rai sing no substantive issues.

On May 5, 1999, PSE&G and PIMfiled answers to the protests.
1. Discussion

‘1d. at 2-3 & n. 2.
Nd. at 3.

®On June 9, 1999, Statoil amended its filing and noved for
expedi ted consi derati on.
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A. Procedural WMatters

Pursuant to Rule 214 of the Commi ssion’s Rules of Practice
and Procedure, the tinely, unopposed notions to intervene serve
to make those who filed themparties to this proceeding. W find
good cause to grant Delmarva’ s, Enron’s and the California
Board's untinely notions to intervene, given their interest in
this proceeding, the early stage of this proceeding, and the
absence of any undue prejudice or delay. Wile our rules do not
normal ly permt answers to protests, " we find that good cause
exi sts here to accept PSE&G s and PJM s answers because they
provide information that is helpful to the Comm ssion’s
resol ution of the issues in this proceeding.

B. I nt er connecti on Request Procedures

PJM states that it has received many requests for the
i nterconnection of additional generation capacity to the PIM
transm ssion system It explains that, currently, neither the
PJM Tariff nor the PJM Qperating Agreenent specifies procedures
regardi ng studies, priorities, or cost responsibilities for such
projects. PJMnotes that nerchant plants that are unable to
speci fy in advance the transm ssion service that they nmay require
do not have any procedures under the PJM Tariff for submtting
their requests and | earni ng what transm ssion upgrades may be
necessary for their projects. PJM proposes to establish rules
for processing these requests so that it can accommbdat e requests
for the connection of additional generation to the PIM
transm ssion systemin a fair and non-di scrimnatory manner.

The proposed interconnection request procedures are
general ly nodel ed on the transm ssion request procedures of the
pro forma tariff. One difference between the proposed
application procedures and the pro forma tariff transm ssion
application procedures is that PIMw || provide, within 30 days
of the application, an up-front, prelimnary feasibility
assessnment to give the applicant an initial, ballpark estinmate of
the cost of interconnecting at a particular site. In addition,
as a neans of |limting applications to serious projects, PIJM
proposes that applicants make a nonrefundabl e deposit of $10, 000
and, before any facilities studies conmence, denonstrate that
they have applied for any necessary air permts. ® By contrast,
the pro forma tariff requires a refundable deposit equal to one
nont h’ s char ges.

"See 18 C.F.R. § 385.213(a)(2) (1998).

®Transmittal Letter at 4-6. PJM explains that the purpose of the
nonrefundable $10,000 deposit is to discourage interconnection
customers from using PJM merely to obtain advice about generation
development rather than asking PJM to process requests for
projects that they are actually planning to construct.
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PJM al so proposes that an applicant nmake a $50, 000 deposit
if it asks PIMto proceed with a System I npact Study (w th any
amount over actual cost refundable). ° PJMexplains that, three
times each year, it will conduct a conprehensive System | npact
Study, to be conpleted within 120 days, which woul d consi der al
pendi ng i nterconnection requests. ® By contrast, the pro forma
tariff establishes a prelimnary tine frame of 60 days for
conpl eti on of each separate System | npact Study.

If an applicant asks PIMto proceed with a Facilities Study,
PJM proposes that the applicant nmake a deposit of $100, 000 (or
the estimated facility study cost, if higher), with any anount
over actual cost refundable. * Under the PIM Tariff, there is no
established tine frame for the conpletion of Facilities Studies.
2 By conparison, the pro forma tariff establishes a prelimnary
time frame of 60 days for the conpletion of a Facilities Study.
Under the PJM Tariff, Regional Transm ssion Owmers (TGCs) w |
performall Facilities Studies and sone of the System | npact
Studies (for local, non-grid facilities). PIMwIlI| coordinate
these studies. ® PJMnotes that these procedures apply to al
requests for generation projects that exceed 10 MV i ncl udi ng
requests fromthe TCs. *

PIJM further explains that, upon conpletion of a Facilities
Study, PIM1SO wi Il recommend the necessary facilities and
upgrades. The TO or the interconnection customer may offer
alternatives to PIMI1SO s recommendati on which the |1 SO can accept
or reject. If PIMISOrejects the alternative, the TO or the
custoner has the option of pursuing its alternative through the
ADR procedures. ® Finally, a TO may require the execution of a
separate | nterconnection Agreenent between the merchant generator
and the TO to whose facilities the nmerchant generator wl|l

°°d. at 6-7.

Y d. at 7-8.

U d. at 8.

2 d. at 8-10.
Bl d. at 6-12.

YPJM states that it will develop streanlined procedures for
generation projects of less than 10 MN because many nodi ficati ons
to the rating of existing units fall within this range and an
addition of this size is not likely to have a material inpact.

Id. at 4 n.3.

Bl d. at 19-21.
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i nt erconnect. %

We find that the proposed application procedures are
consistent with or superior to the pro forma tariff and, as
di scussed further bel ow, are reasonable for processing
applications that involve the addition of new generating capacity
in the context of a nulti-systemI|ISO W also find acceptable
the requirenment for a non-refundabl e deposit. This should [imt
requests to serious proposals and di scourage generators from
using PJIM as a consultant to study the feasibility of projects
that they do not seriously contenplate constructing.

C. Appl i cation Procedures

1. Deadl i nes

Col unbi a El ectric conplains that procedures in the PIM
Tariff do not reflect the 60-day tinme franes set forth in the pro
forma tariff for the conpletion of studies. Electric Power
Supply and Statoil express concern that the | ack of established
time frames for Facilities Studies may result in endl ess del ays.
' These intervenors recomend that PJM establish a nine-nonth,
begi nning-to-end, tine frame for its studies. They further
recomend that, if PJMcannot neet this tinetable, we require PIJM
to notify the devel oper of the source of the delay and to neet

with the devel oper to determ ne whet her sone action or concession
by the devel oper can expedite the process. *

We do not agree that the proposed procedures depart fromthe
time franes set forth in the pro forma tariff. The pro form
tariff does not bind the transm ssion provider to a 60-day tine
franme. Wiile the pro forma tariff states that the transm ssion
provi der should work diligently to conplete studies in |ess than
60 days, the transm ssion provider nmay take nore tine as |long as
it explains to the applicant the reason that it needs additional
time. The Conmm ssion adopted the pro forma tariff procedures
with the expectation that nost transm ssion service requests
woul d not involve the interconnection of new generation capacity
to the system i.e., many system studi es would sinply eval uate

1d. at 11.

"We note that Statoil proposes a nunber of other procedures that
could Il engthen the process, e.g., requiring custoner "acceptance"
of a study before proceeding to the next step.

Col unbi a Electric at 5-8; Electric Power Supply at 5-6.
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changes to the power flows as a result of changing the use of

exi sting resources. It is reasonable to conclude that, when an
application under the pro forma tariff involves the

i nt erconnection of new generation capacity, a transm ssion

provi der would often need nore tine than the 60-day period
presuned appropriate for nore routine requests. Mreover, in the
context of a multi-system|1SO which is receiving frequent and
mul ti pl e requests for new generator interconnections, it is
appropriate to conduct systemstudies at periodic intervals (here
three tinmes a year) to consider all pending requests together.
Finally, we have no basis to inpose a nine-nonth, beginning-to-
end, tinme frame on PUIM W expect that one of the critical terns
that PIJIM and the applicant will agree upon at the beginning of a
Facilities Study is an estimate of the specific tinme need to
conpl ete the processing of the application, the options avail able
to the developer to affect that tinmetable, and the comruni cation
requi renents during the study period.

2. | nvol venent of TGOs

Sithe is concerned that the procedures involving the TOs may
allow themto erect unreasonable barriers to entry. Sithe notes
that the TGs, as owners of existing generation and affiliates of
ot her nmerchant devel opers, are conpetitors of other devel opers.
Sithe argues that the TOs may seek to use their control or
i nfl uence over the interconnection studies to shift costs onto
new generation in the formof interconnection costs. Sithe
proposes the following nodifications to the PIMTariff: (1) PIM
with the assistance of an independent consultant, nust have the
ability to review and nodify the TO s assunptions regarding
proj ected system | oad and upgrades; (2) devel opers shoul d have
the option to request that PJMor an independent third party
conduct Facilities Studies, rather than the TGCs; (3) PJM should
have the ability to overrule a TO s unreasonabl e objections to
the conclusions of PIMs System I npact Study; and (4) PJM nust
have full authority and responsibility to resolve expeditiously
any dispute with a TO invol ving upgrades. *

Col unbi a Electric is concerned that n TOw |l be able to
del ay new generation by requesting ADR if its proposed upgrade
alternative is not accepted, thereby hol ding projects hostage.

El ectric Power Supply shares these concerns and argues that the
proposed sequenti al approach is inefficient and open-ended, and
woul d allow recalcitrant TOs to delay interconnection projects.
Col unmbia Electric is also concerned that the requirenent to
execute an interconnection agreenent with a TOw | provide the
means for a TOto delay a project. Colunbia Electric argues that
a duplicative interconnection agreenent i s unnecessary and at
odds with the "one-stop shopping” principle for an 1SO  Col unbi a
El ectric contends that, if the Comm ssion accepts this

¥Sithe at 3-5.
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requirenent, it should require the TOto specify its criteria
early in the process and to neet specific deadlines for

conpl eting the agreenent. *

W will accept PIMs proposed procedures for filing. The
parti es nost know edgeabl e about the transm ssion systemare the
TOs and it is reasonable for PIMto contract with themto perform
the studies initially, as would have been the case if an TO were
provi ding transm ssion service under an individual open access
tariff. ? However, unlike the situation involved under an
i ndividual tariff, PIMw Il have deci sion-nmaking authority and
the authority to dictate all aspects of the study process,
including the tine allowed for an TOto proffer alternatives.

Mor eover, we conclude that any need for independent third parties
to conduct Facility Studies is a matter best left to the
di scretion of PIM

We do not agree with Colunbia Electric’s assertion that the
requirenent to enter into an interconnection agreenment wwth a TO
i nval i dates the one-stop shoppi ng concept inherent in an | SO
Unl i ke other transm ssion service requests, the interconnection
of new generation requires physical changes to the facilities of
the TO. An appropriate interconnection agreenent is sinply an
essential elenment of the transm ssion service provided under the
PIJM Tari ff.

However, we agree that the TO should identify each of its

i nterconnection requirenents early in the process, and we expect
that PIMwi |l ensure that this occurs. Finally, we note that the
option to proffer alternatives and to challenge PIMs rejection
of those alternatives through the ADR procedures applies equally
to the applicant. This provides the applicant with a vehicle to
sponsor | ess costly projects.

3. Study Deposits

A d Dom nion argues that the interconnection custonmer shoul d
not be required to pay a $100, 000 deposit before proceeding with
a Facilities Study if the estimted cost of the study is |ess
than $100, 000. 2

W see no reason to change PJM s proposed procedure, which
allows PIMto avoid conmputing a case-specific facilities charge
estimate for projects unless the study is likely to exceed

®Col unbi a Electric at 1-3, 8-10; Electric Power Supply at 6.
W& note that, as a matter of course, these studies nust be
conducted by the TO’s transmission function, which is subject to

the Commission’s Standards of Conduct.

20ld Dominion at 7-8.



Docket No. ER99-2340-000 - 8 -

$100, 000. W note that, under the pro forma tariff, a

transm ssion requestor nmust nake a refundabl e deposit equal to
one nonth’s service, and a service of only 50 MNWwoul d generate a
deposit of about $100,000. W conclude that the proposed |evel

of deposit is reasonable for generation interconnections.

D. The Queui ng Process

PJM proposes that, because there were no established
procedures for requesting interconnection, the initial queue wll
nmerge those projects that did notify PIMof their desire for an
i nterconnection and those projects that did not, but can
denonstrate that they had "pre-existing continuing plans" for
devel opnent before April 1, 1998. As discussed further below, we
will accept without nodification the queuing procedures, which
were the outconme of a | engthy stakehol der process.

1. The Initial Queue

The queuing process is controversial because it affects the
di rect assignnment of expansion costs. Although it had no
specific procedures in place for interconnecting new generation
in the absence of a request for transm ssion service, PJMstates
that it has nmaintained an informal queue based on the date it
obtai ned notification that a project was seeking to interconnect
with the PIMgrid. PJM proposes to honor that queue, which
i ncludes nore than 70 applicants, under its new procedures.
However, PJM al so proposes to allow entities that had not
notified PIMof their interest in connecting with the grid to
denonstrate that they could have submtted a conpl eted
i nterconnection request and received an earlier priority in the
queue. ® PJMrequires that a corporate officer certify the
docunentation. PIJMw Il review the docunentati on and assign a
gueui ng date, so as to nerge the two lists into a single queue.
PIMw Il publish its queue list onits QASIS wi thout nam ng the
applicant, i.e., it will identify only the interconnection bus
and size of the project. PJMstates that its proposal is
superior to an open season whi ch woul d hinder the interconnection

#PJM states that these entities nust, by the end of April, 1999,
denonstrate that they had pre-existing, continuing plans to

i nt erconnect new generation or increase the capacity of existing
generation and that they would have provided all of the

i nformati on required under the proposed procedures at an earlier
date. Docunentation may include engineering and construction

pl ans, evidence of on-site inprovenents to accommpdate a
generation project, identification of fuel delivery facilities,
proj ect budgets, reports reflecting project expenditures, and
applications for necessary governnental approval and
environmental permts. PIJMw | evaluate this information and,
if it agrees to a queue placenent, will post this information on
OASIS within 30 days. Transmittal Letter at 14.
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request process and the construction of new generation in the PIM
control area and require recommencing all studies that are
currently underway or conpleted for projects in the queue. *

In the future, PIMw I| base queuing on application dates
(first-cone, first-served), although an applicant can lose its
position in the queue if it fails to satisfy requirenments, called
m | estones, that are intended to denonstrate that the generation
proj ect devel opnent is progressing at the sane tine as the
I nterconnection process. Exanples of mlestones are execution of
fuel delivery agreenents and obtaining site permts. * Upon
conpletion of the feasibility and systeminpact studies, PIMwlI
add the studies to the queue list on its QASIS and nake them
public upon request. * The listing for a System | npact Study
will include the nanme of the custonmers requesting interconnection
and their priority in the queue.

Col unbi a Electric, Electric Power Supply, Sithe, Statoil, US
Gen and PGET, and Md-Atlantic argue that allow ng new
i nterconnection requests to junp ahead in the queue di sadvant ages
those entities who formally notified PJIMof their requests, by
del ayi ng and increasing the cost of their projects. They state
that PJM has not explained the criteria it will apply to
determ ne the placenent of these no-notice projects. Sithe
states that, while it may be necessary to assign priority rights
to projects that were well along in commercial devel opnent, it is
concerned about the arbitrary assignnent of queue priority
rights. Electric Power Supply shares this concern and argues
that the grandfathering procedures should not turn into an open
season for new projects to bunp existing ones. Md-Atlantic is
concerned that the proposal will unduly favor incunbent
generation owners and di scrim nate agai nst new generation
projects. US Gen and PCGET contend that the claimby TOs that
they did not know they needed to identify generation projects to
the SO for consideration is not credible, given that PJM has
transferred responsibility for inplenmenting open access
transmssion in PIMto the 1SO US Gen and PGET state that,
while there may be certain limted circunstances that provide a
conpelling case for relief, policy considerations should restrict
the extension of this relief to only a few cases. Sithe and M d-
Atlantic argue that the Conm ssion should require PIMto set
forth in the PJM Tariff objective, nondiscrimnatory and
transparent criteria for the assignment of queue priority rights.
US Gen and PCGET add that the |ISO nust adopt an open and
transparent deci sion nmaking process in this respect. #

I d. at 12-15.

»d. at 10.

*d. at 6-8.

’See Col unbia Electric at 17-18; Electric Power Supply at 4-5;
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Li berty Electric maintains that PJM shoul d not use the
grandf at hering procedures to delay requests that PJM has al ready
recei ved and which are well along. Liberty Electric states that
the | ack of procedures has already del ayed its project (which was
the subject of a request to PIMon May 15, 1998), and that PJM
shoul d not further penalize it through the grandfathering
procedures. Liberty Electric suggests that PJM shoul d
i mredi ately study the first 10 or so projects in the queue on the
assunption that they have already been on hold too long. %

PSE&G argues that it would be unlawful to discrimnate
agai nst projects that did not file an interconnection request
under procedures that did not exist. PSE&G argues that the fact
that PIJM mai ntained an informal list which it used to prioritize
the projects it knew about is not rel evant because, under the PJM
Operating Agreenent, PIJIMis required to consult with stakehol ders
before establishing priority rights for new generators. PSE&G
states its understanding that PJM had not transferred
responsibility for interconnection requests to the PIMI SO but
that the responsibility still resided with each TO. PSE&G
supports the conprom se proposed here which would nerge the
informal |ist that PIMmaintained with the projects that TOs were
devel opi ng, as long as PJM does not hold the TGs’ projects to a
hi gher standard with respect to docunentation than the standard
that applied to those applicants who are in the informal queue.
That is, PSE&G supports the new queue, so long as it can join the
gueue by showing that it had an interest in adding new generation
or expandi ng existing generation that it intended to interconnect
with the PIMgrid. PSE&G states that, otherw se, it may be
"denied the right to use capacity on its own transm ssion
facilities without prior notice that" ® PIJMwas revising its
rights. ¥ Alternatively, PS&G proposes that PJM hold an open
season for applications for the connection of additional
generation to the PIMtransm ssion system

Inits answer, PJM strongly opposes an open season because
it would delay the interconnection process and di sadvant age those
that notified PIMof their plans. PJMpoints out that, with an
open season, generators would likely submt as many as 100
projects with a claimof equal priorities, and assigning cost
responsibilities and connection sequences woul d beconme a norass.
As to PSEGG s claimthat it had no notice that notification to

Md-Atlantic at 4-6; Sithe at 5-6; Statoil at 4-7; US Gen and
PGET at 3-5.

®Liberty Electric at 2-4.
®PSE&G at 10.
OPSE&LG at 1-11.
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PIJIM was required, PIMnotes that during 1998 it consulted with
every transm ssion owner, including PSE&G to discuss its planned
generation and transm ssion projects. PJM concludes that it
reasonabl y expected that anyone planning a generation

i nterconnecti on would expect to notify PIM *

PJM al so explains that, during the prescribed 30-day w ndow,
it received requests for queue additions fromnine entities,
covering 21 generation sites and invol ving about 8 600 MN ¥ PJM
adds, however, that many of these projects involve expansions of
| ess than 100 MV and, therefore, are unlikely to affect any other
projects in the queue. PJM adds that many of the other requests
concern generation sites |ocated where there are no conpeting
projects in the queue, and, therefore, are also unlikely to
af fect other generation projects. PJMconcludes that, while it
has not conpleted its evaluation of the requests, it believes
that there are no nore than six projects that my

affect the queue and resulting cost responsibilities, if PIM
decides to award themearlier queue priority.

W will accept PIMs proposal to establish an initial queue
conprised of projects that did and did not notify PIJMof their
needs. This proposal reflects the outcone of a stakehol der
process and the governance that the Conm ssion approved, and nost
i ntervenors agree with the principle underlying the proposal to
create a new queue, as well as the basic criteria (summarized at
footnote 23) which the stakehol der process produced. Most of the
i ntervenors’ concerns focus not on these criteria but on how t hey
will be applied in the specific instances. W wll therefore
direct PIMto provide requesting entities a thorough expl anation
of howit applied the criteria. Entities that disagree with
PJM s inplenmentation woul d, of course, be able to avail
thensel ves of the PIMtariff’'s dispute resolution procedures.

2. Staying in the Queue

A nunber of intervenors express concern about the
requirenent to satisfy mlestones in order to maintain a place in
t he queue. Colunbia Electric, Electric Power Supply, Statoil,
and Sithe assert that, while it may be reasonable to require a
project to satisfy devel opnent m | estones contenporaneous wth
PIMs performng Facilities Studies, PJM has not defined the
mlestones that it will inpose. They suggest that m | estones
should: (1) be the product of nutual agreenent between the

SIPJM Answer at 2-7.
2l d. at 5.
33ﬂ.
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generator seeking interconnection and PIM and (2) reasonably
mrror the economc and scheduling realities of project

devel opment. They further suggest that PJM set out the

m | estones in advance and require all simlarly situated
custoners to neet the sanme mlestones. Statoil suggests that,
i nstead of m | estones, PJM should i npose penalties for

wi t hdrawi ng i nterconnection requests. *

O d Domnion is concerned that external factors, such as
state regul atory proceedings (e.g., where a certificate of public
necessity is required before a generator can apply for air
quality permts) may affect the ability of devel opers to satisfy
m | estones. A d Dom nion contends that there should be sone
flexibility in the mlestone criteria to account for these
di fferences. *

Inits answer, PJM agrees that generators and PJM shoul d
negotiate mlestones at the outset, and that m | estones shoul d be
flexible. PIJMstates that, if the parties cannot agree on this
issue, it will file an unexecuted interconnection agreenent wth
the Conmi ssion, for its resolution of the matter. PIJMfurther
states that, while penalties may be useful, it cannot adopt such
a neasure until its nenbers have first discussed it. *

W will accept PIMs proposed queuing criteria as fil ed.
Intervenors appear to be anticipating a dispute that may not
materialize. PJM has not proposed standardized m | estones, and
we expect that PJMand its custonmers will negotiate these details
and incorporate themin the study agreenents that are called for
by the interconnection process.

E. Queue Informati on on QASI S

El ectric Power Supply is concerned about the inadvertent
rel ease of commercially sensitive information in the early stages
of the interconnection study process and requests that the
Commi ssion di sall ow any study information on the OASI S ot her than
the location and size of the project until a later stage in the
process. ¥ However, that is the only information that PJM
proposes to release on its OASIS at this tine. ® Mreover, we
note that a request for interconnection is sinmply a request for
transm ssion service and the information that PJM nakes avail abl e

¥Col unbi a Electric at 21-22; Electric Power Supply at 8-9;
Statoil at 7-9; Sithe at 6-7.

®*A d Dom nion at 1-2, 6-7.
®*pPJM Answer at 7-8.
¥El ectric Power Supply at 8.

BTransmittal Letter at 5-6.
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on OASIS for an interconnection request should be no nore or |ess
than for any other transm ssion service request.

F. Cost Responsibility Rules

PJM proposes to require an interconnection custoner to pay
the full cost of the facilities necessary to physically connect
its generation capacity to the nearest PJM substation, plus the
m ni num necessary | ocal and network upgrades that woul d not have
been incurred under PIMs RTEP "but for" such interconnection
request. Conversely, to the extent new generation capacity were
to reduce PJM's planned expansion costs, the interconnection
customer would receive a commensurate reduction in its costs of
interconnection. %

PJM states that its RTEP will reflect the needs of the
system to integrate existing loads and resources, and that it
will base cost responsibility for upgrades related to
interconnection on how the interconnection changes that plan.
PJM will directly assign the interconnection customer all costs
of the facilities necessary to physically connect its generation
capacity to the PJM substation, and the minimum amount of local
and network upgrades needed that PJM would not have incurred
under its RTEP "but for" such interconnection request. “© PIM
will compute the "but for" costs by comparing the costs under the
existing RTEP with a revised RTEP that includes the new
facilities and upgrades. PJM will reduce this difference in
costs by any benefits to the RTEP that result from the added
facilities and upgrades (such as the elimination of planned local
or network upgrades). “If PIM decides that it is more
beneficial, pursuant to the RTEP, to construct upgrades in
addition to the minimum upgrades necessary for interconnection,
the customer will pay only the costs of the minimum upgrades. 42
PJM proposes to roll the rest of the costs into the rates of all
transmission customers, subject to Commission approval. 2 f
another interconnection customer uses capacity added in response

*¥Id. at 10-19.

“ld. PIJM's RTEP reflects transmission enhancements and
expansions, load and capacity forecasts and generation additions
and retirements for the next ten years and includes, at a
minimum, which entity will own a transmission facility and how
the costs will be recovered.

“Id. at 17. However, this reduction will not result in a charge
of less than zero.

2|d. at 17.
43|d7.
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to an earlier requestor’s application, PJM proposes to share the
costs between the custoners. * The proposal also includes ADR
procedures for custoners that may dispute their cost allocation.
45

PJM proposes to allow an applicant to request two types of
interconnection. |If the applicant wants PIMto accredit its
generator as a Capacity Resource under the PIMReliability
Assurance Agreenent, PJMw ||l award the custonmer Capacity
I nterconnection Rights (ClRs) commensurate with the size (MN of
the accredited generation. * PJMexplains that, because a
Capacity Resource nust be deliverable, consistent with a | oss of
| oad expectation, it nust conplete a nore extensive study to
determ ne what expansions it may need to guarantee delivery of
the output of the unit to the PIM nmarkets. PJMstates that, if
the custoner does not want the generator designated as a Capacity
Resource but wants it "used solely for energy sales,” it may not
require such extensive upgrades or studi es because the
"deliverability of the generating capacity will not be ensured.”
PIMclainms that "the difference between the interconnections of a
Capacity Resource and an Energy Resource is somewhat anal ogous to
the difference between firmand non-firmservice." ¥

If the interconnection involves a Capacity Resource, PJM
will award CIRs, which will entitle the holder to deliver the

“d. at 18 n. 13.
®1d. at 109.

“ld. at 21-23. A Capacity Resource is generation capacity that
is used to satisfy a party’s obligation to contribute to the
pool’s installed capacity under the PIM Reliability Assurance
Agr eenent .

“Id. at 7 n.8. PJMstates that when the interconnection request

i nvol ves a Capacity Resource, PIMw Il plan the PIMgrid in a
manner that allows the holder of CIRto integrate its Capacity
Resource in a conparable manner to that in which each TO
integrates its Capacity Resources to serve Native Load. PJM
enphasi zes that it does not nmean that PIMw I| construct upgrades
that woul d enable the generation to be delivered to every load in
the control area, only that it will plan the transm ssion system
in such a way that the conposite of all Capacity Resources can
reliably serve the conposite of all PIMIload. PJM would eval uate
the ability of systemoperators to deliver the output of
generation beyond the | ocal |oad-serving area when there are
generation insufficiencies in other |oad areas within the control
area. PJMdistinguishes this froman Energy Resource, which it
is not relying upon to satisfy generation reliability

requi renents, but which can conpete to di splace Capacity
Resources when economcal. [1d. at 21-23.
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out put of the Capacity Resource at the bus where it interconnects
with the PIMgrid. ® CIRs will not entitle the holder to
transmt its output to any other point on the PIMsystem PJM
proposes to allow custoners to transfer CIRs. For exanple, if
one custoner retires a unit and another unit owned by anot her
generator |ocates at the sane bus, the first custonmer may
transfer its CIRs to the other generation owner.

PJM states that its nmenbers discussed, but did not reach a
consensus on, whether and to what extent Fixed Transm ssion
Ri ghts (FTRs) shoul d be assigned to generation projects that pay
for newtransmssion facilities to acconmodate their projects.
PJM hopes to resolve this issue and make any necessary filings
with the Conm ssion by Decenber 31, 1999. Several intervenors *
argue that PJM shoul d assign FTRs to those who pay for such
transm ssi on upgrades. Rather than address this matter now, we
will allow additional tinme for the stakehol der process to resolve
this issue. However, as we have recently noted with regard to
t he New Engl and Power Pool (NEPOOL), issues of congestion
pricing, transm ssion rights, and assignment of expansion costs
are interrelated. *

PIMdiffers from NEPOOL in that we have already approved,
and PJM has al ready i npl enented, congestion pricing and an FTR
program Neverthel ess, delay on possible changes to the FTR
program creates uncertainty. W wll, therefore, require PIMto
file a specific proposal regarding the assignnment of FTRs by
Decenber 31, 1999. This filing should include an explanation of
how t he conprehensi ve proposal (the existing congestion
managenent, the expansion pricing that we are accepting for
filing in this order, and any proposed revisions to the FTR
program provides incentives for the efficient building and
siting of generation and transm ssion facilities. Nothing in
PJM s specific proposal regarding FTRs shoul d preclude
i nt erconnection custonmers who becone obligated to pay for
transm ssi on upgrades between the date of this order and Decenber
31, 1999 fromreceiving FTRs or any other financial benefits that
PJM may include in its Decenber proposal.

I ntervenors support the pricing proposal in principle, but
rai se a nunber of issues about inplenentation. US Gen and PGET
are concerned about the baseline RTEP which, they contend, should
be reliability-based and should not include plans for expansion
to relieve congestion that is market driven and does not affect

®d. at 21-22.

“See Electric Power Supply at 7; Colunbia Electric at 20-21;
Statoil at 9; and US Gen and PCET at 6.

*New England Power Pool, 85 FERC 1 61,141 at 61,553 (1998).
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reliability. ® US Gen and PGET contend that this will ensure
that PJM nmanages congestion relief through the optimal siting of
new generation or market driven transm ssion investnent. US Gen
and PGET contend that, if the RTEP includes expansions that
relieve market-based congestion, an entity that pays for
expansion in order to obtain the | ocational benefits would be at
risk for changes in the transm ssion plan that m ght renove
exactly the conditions that caused it to choose that |ocation.
US Gen and PCGET argue that this would chill market-based
tnvestnent that woul d otherw se take place to address congesti on.
5

El ectric Power Supply is concerned that the inplenentation
is unclear in a nunber of respects. For exanple, Electric Power
Supply is uncertain about: (1) how PIMw Il inplenent the "but-
for" test; (2) how PIMw I| share the cost of expansion between
mul ti ple generators; and (3) how PIMw || deci de whether there
are any system benefits that should be paid for by all custoners.
% Colunbia Electric raises sone of the sane issues and questions
how expansion for a Capacity Resource and an Energy Resource
m ght differ. Colunbia Electric also questions how the cost
assignnment to one project mght be affected if another project
with a higher priority wthdraws after cost assignnents have been
made. It also questions how PIMw Il handl e the situation where
a project earlier in the queue has a later in-service date.

El ectric Power Supply, Colunbia Electric, and US Gen and
PCGET argue that, if a generator pays for system expansions that
relieve congestion, it should be entitled to firmtransm ssion
rights. ® Electric Power Supply and Statoil suggest that PJM
shoul d pl ace the cost responsibility rules in the PIM Tariff
rather than in the PIJM Qperating Agreenment. * Finally, Colunbia
El ectric argues that the Comm ssion shoul d exam ne the pricing
proposal to determne if it constitutes prohibited "and" pricing,
at least in the situation where the generator is also

US Gen and PCET appear to be distinguishing between a

transm ssion facility that nust be expanded to ensure reliable
service to loads and a facility that is properly sized for its

| oad but is the subject of oversubscription because many sellers
are conpeting to use the facility to serve the sane | oad.

2US Gen and PGET at 5-6.
El ectric Power Supply at 6-8.
*Col unbi a Electric at 12-17.

®Col unbi a El ectric at 16; Electric Power Supply at 7; US Gen and
PGET at 6.

*El ectric Power Supply at 9; Statoil at 11-12.
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the transm ssion custoner, e.g., a point-to-point transm ssion
service. *

W share intervenors’ concerns that the pricing proposal
| acks certain details at this tine. Wile the proposal’s
principles are sufficiently clear at this tinme, the inplenenting
details are not. One of the reasons the Conm ssion approved PJM
as an SO was to provide an inpartial forumthat will be in the
best position to eval uate regional planning and expansi on needs.
W will not intervene at this early stage of the process to
dictate, in the abstract, specific requirements for inplenenting
the general pricing principles established by PIM Once PIM
begins to evaluate the 80 projects that are in the queue, it wll
be in a position to identify the critical inplenmentation issues
that face it and to evaluate how to address those issues. Thus,
at this time, we wll limt our reviewto PIMs pricing
princi pl es.

W note that PJMs proposal differs fromthat proposed in
NEPOOL because generators will be required to pay the full cost
of grid expansion, rather than a portion of the cost. As we
noted in NEPOOL, this type of proposal forces the devel oper to
consi der the econonm ¢ consequences of its siting decisions when
eval uating its project options, and should lead to nore efficient
siting decisions. *®

Further, we do not agree with Colunbia Electric that the
proposal constitutes the type of "and" pricing that the
Commi ssion prohibits on individual utility systems. For nost
transactions in PIMthe load will pay a charge for transm ssion
service and the generator will pay the charge for the upgrades.
This is not "and" pricing, since one person does not pay both
char ges.

Col unbi a Electric correctly notes, however, that in certain
circunstances the generator (rather than the |oad) may be the
transm ssion custoner, e.g., when it exports its power to another
control area and obtains point-to-point transm ssion service. In
this case it is possible that the generator would pay both the
charge for transm ssion service and the charge for the upgrades,
and this would be an instance of inpermssible "and" pricing.

(We note that NEPOOL adopts a formof "or" pricing for these

Col unbia Electric at 14-16.
*New Engl and Power Pool, et al., 87 FERC 61,043 at 61,185-86

(1990)(NEPOOL)(reh'g pending ).
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types of transactions, i.e., where there is a purchaser paying an
access fee for full grid access and the generator nust arrange a
separate export path to reach an external load. *) W note that
PJM has not proposed pricing for this type of expansion. W wl|
not address this issue until PJM proposes to do so.

Finally, we agree that PJM shoul d include the proposed cost
responsibility rules in the PIMTariff rather than in the PIM
Operating Agreenent. ® Accordingly, we will direct PIMto nove
the cost responsibility rules to the PIM Tariff.

The Conm ssi on orders:

(A) Delmarva's, Enron’s, and the California Board s
notions to intervene out of tine are hereby granted.

(B) The PIM Tariff and PJM Qperating Agreenent, as
nodi fied, are hereby accepted for filing, w thout hearing or
suspensi on, to becone effective April 1, 1999, as requested.
(© PIMis hereby directed to submt nodifications, as
di scussed in the body of this order, within 30 days of the date
of this order.
By the Conmi ssion.

( SEAL)

David P. Boergers,
Secretary.

*New Engl and Power Pool, et al., 83 FERC 161,045 at 61,232 & n.
34 (1998) (reh'g pending).

®\We note that PJM did not object to this proposal in its Answer.
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