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July 2, 2020 

Honorable Kimberly D. Bose, Secretary 

Federal Energy Regulatory Commission 

888 First Street, N.E., Room 1A 

Washington, D.C.  20426-0001 

Re: PJM Interconnection, L.L.C., Docket No. ER20-2308-000 

Dear Secretary Bose: 

PJM Interconnection, L.L.C. (“PJM”), pursuant to section 205 of the Federal Power Act 

(“FPA”)1 (“205 Filing”) and part 35 of the rules and regulations of the Federal Energy Regulatory 

Commission (“Commission” or “FERC”),2 submits for filing a proposal (“Joint Stakeholder 

Proposal” or “proposal”) developed by the Joint Stakeholders3 in the context of the MRC Special 

Session:  Transparency and End of Life (“EOL”) Planning stakeholder meetings to revise 

Schedule 6 of the Amended and Restated Operating Agreement of PJM Interconnection, L.L.C. 

(“Operating Agreement” or “Schedule 6”), to move the planning of all Transmission Facilities 

determined as at their end of life, currently planned as either Supplemental Projects or FERC Form 

1 16 U.S.C. § 824d. 

2 18 C.F.R. part 35. 

3 The Joint Stakeholder Proposal was sponsored by American Municipal Power, Inc. (“AMP”) and Old Dominion 

Electric Cooperative (“ODEC”) in the Markets and Reliability Committee (“MRC”) Special Session meetings as 

Package A.  LS Power subsequently combined its Package B with the AMP and ODEC package.  The motion made 

at the June 18 MC to approve Package A was moved by ODEC and seconded by the Office of People’s Counsel for 

the District of Columbia.  Additionally, the following entities submitted a letter dated May 12, 2020 to the PJM Board 

of Managers (“May 12 Stakeholder Letter”) in support of Package A:  AMP, ODEC, LS Power, PJM Industrial 

Customer Coalition, Blue Ridge Power Agency, Delaware Municipal Electric Corporation, Inc., Public Power 

Association of New Jersey, Office of People’s Counsel for the District of Columbia, and the Delaware Division of the 

Public Advocate. 
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No. 715 projects, to a new category of EOL Projects under PJM’s regional transmission expansion 

planning (“RTEP”)4 process.   

The Operating Agreement amendments were approved by the PJM Members Committee 

on June 18, 2020.  While PJM did not support these amendments in the stakeholder process, PJM 

submits them as the party assigned responsibility under the Operating Agreement to “[a]dminister 

and implement” the Operating Agreement,5 and to file changes to the Operating Agreement under 

FPA section 205.6  

PJM proposes January 1, 2021 as the effective date for these Operating Agreement 

revisions (if accepted), to coincide with the commencement of the next RTEP Planning Year.  PJM 

also asks that the Commission act on this filing 61 days from the date of this submittal, to provide 

appropriate notice to stakeholders.  PJM also notes that if this filing is approved by the 

Commission, it should be implemented prospectively as detailed below, as there are no transition 

provisions in the Joint Stakeholder Proposal for current EOL determinations less than six years 

out. 

I. BACKGROUND 

Before describing the specific filing, PJM provides a brief background on PJM’s planning 

processes and how end of life determinations are addressed today.  The PJM Region has two 

distinct processes to address when and how to replace facilities determined to be at their end of 

life.  First, PJM includes in its RTEP process individual transmission owner local planning criteria 

4 Capitalized terms used and not otherwise defined herein have the Operating Agreement or PJM Open Access 

Transmission Tariff (“Tariff”) definition of the term. 

5 Operating Agreement, section 10.4(i). 

6 Operating Agreement, section 10.4(xiii). 
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submitted in the Transmission Owner’s FERC Form No. 715,7 and, historically, has treated 

projects stemming from Form No. 715 criteria as baseline reliability projects.8  As a result of a 

recent Commission order,9 Form No. 715 criteria will be subject to PJM’s competitive planning 

process and Tariff, Schedule 12 regional cost-allocation methodology for reliability projects.  This 

proposal requires that EOL Criteria may no longer be included in an individual Transmission 

Owner’s Form No. 715 or, if end of life criteria is included in a Transmission Owner’s Form No. 

715, it will now be treated under the category EOL Notifications, not as a Form No. 715 project.  

Second, end of life criteria not included in a Transmission Owner’s individual Form 

No. 715 currently are included as Supplemental Projects.  Supplemental Projects are defined in the 

Operating Agreement as any “transmission expansion or enhancement that is not required for 

compliance with . . . system reliability, operational performance or economic criteria.”10  PJM’s 

relevant manual explains that this definition includes projects to implement Transmission Owner 

asset management activities, including needs related to a Transmission Facility approaching the 

                                                           
7 Form No. 715 requires “submission of transmission planning reliability criteria that the Transmission Owner uses to 

assess and test the strength and limits of its transmission system.” 

8 Operating Agreement, Schedule 6, section 1.2(e); see PJM Interconnection, L.L.C., 171 FERC ¶ 61,013 (2020) 

(order on compliance supporting PJM’s reassignment of Form No. 715 projects using reliability cost allocation 

methodology). 

9 See PJM Interconnection, L.L.C., 170 FERC ¶ 61,049, at P 2 (2020) (accepting PJM’s revisions to its Operating 

Agreement to eliminate the exemption from the competitive proposal window process for transmission projects 

addressing Form No. 715 criteria); see also PJM Interconnection, L.L.C., 168 FERC ¶ 61,133, at P 34 (2019) 

(accepting PJM Transmission Owners’ removal of the Form No. 715 cost allocation methodology from Tariff, 

Schedule 12). 

10 Operating Agreement, Section 1, Definitions S-T (“Supplemental Project”).  
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end of its useful life.11  Tariff, Attachment M-3,12 governs the process for the planning of 

Supplemental Projects13 for inclusion in the Local Plan.14  The Commission has determined that 

the PJM Transmission Owners retain responsibility for planning Supplemental Projects, and retain 

exclusive filing rights to the Supplemental Project provisions of Tariff, Attachment M-3.15  

 In distinction to the Attachment M-3 Supplemental Project process, the RTEP vests PJM 

with the authority to analyze and develop all baseline upgrades related to reliability, operational 

performance, Form No. 715 criteria and economic planning for all facilities that are under PJM’s 

operational control.16  These facilities are designated as Bulk Electric System facilities and are 

subject to the North American Electric Reliability Corporation (“NERC”) standards and criteria 

                                                           
11 See PJM Interconnection, L.L.C., PJM Manual 14B:  PJM Region Transmission Planning Process, § 1.1 (rev. 46, 

Aug. 28, 2019), https://pjm.com/-/media/documents/manuals/m14b.ashx (“Manual 14B”).  The MRC Special Session 

followed the Transmission Replacement Processes Senior Task Force (“TRPSTF”) tasked with development of EOL 

Criteria and guidelines establishing, communicating and reviewing EOL Criteria projects in the RTEP process.  The 

TRPSTF convened from March 29, 2016, through June 28, 2018, and culminated in agreed upon revisions to 

Manual 14B that focused on coordinating the planning of Supplemental Projects, including EOL Projects, with PJM’s 

planning of the RTEP. 

12 The Attachment M-3 planning process for Supplemental Projects stems from an August 26, 2016 order directing 

the Transmission Owners to show cause why their planning of Supplemental Projects complies with Order No. 890.  

Monongahela Power Co., 156 FERC ¶ 61,134 (2016); see also Preventing Undue Discrimination and Preference in 

Transmission Service, Order No. 890, 118 FERC ¶ 61,119, order on reh’g, Order No. 890-A, 121 FERC ¶ 61,297 

(2007), order on reh’g & clarification, Order No. 890-B, 123 FERC ¶ 61,299 (2008), order on reh’g & clarification, 

Order No. 890-C, 126 FERC ¶ 61,228, order on clarification, Order No. 890-D, 129 FERC ¶ 61,126 (2009).  On 

October 25, 2016, PJM and the Transmission Owners jointly filed in Docket No. ER17-179-000 an amendment to add 

Tariff, Attachment M-3 and revisions to the Operating Agreement to provide additional detail regarding the process 

for planning Supplemental Projects, including EOL Projects.  See PPL Elec. Utils. Corp., Proposed Tariff Revisions 

in Response to Order to Show Cause of the PJM Transmission Owners and PJM Interconnection, L.L.C., Docket 

No. ER17-179-000 (Oct. 25, 2016). 

13 See Tariff, Attachment M-3. 

14 See Tariff, Attachment M-3, section 5.  Local Plan is defined in the Operating Agreement to include:  “Supplemental 

Projects as identified by the Transmission Owners within their zone and Subregional RTEP Projects developed to 

comply with all applicable reliability criteria, including Transmission Owners’ planning criteria or based on market 

efficiency analysis and in consideration of Public Policy Requirements.”  See Operating Agreement, Section 1, 

Definitions I-L.  

15 See Monongahela Power Co., 162 FERC ¶ 61,129, at PP 96-97, order on reh’g, 164 FERC ¶ 61,217 (2018). 

16 See Operating Agreement, Schedule 6, section 1.2(e); see also Manual 14B, section 1.1. 

https://pjm.com/-/media/documents/manuals/m14b.ashx
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for such facilities.17  The Transmission Expansion Advisory Committee (“TEAC”) and 

Subregional RTEP Committees provide multiple opportunities for stakeholders to engage in the 

planning process for baseline upgrades, and any Designated Entity (including Transmission 

Owners and Nonincumbent Developers) may propose competitive solutions to identified 

transmission system needs.18  The RTEP culminates in a five-year plan that reflects transmission 

enhancements and expansions, load and capacity forecasts, and generation additions and 

retirements for the ensuing five years.19  

The Consolidated Transmission Owners Agreement (“CTOA”) provides the PJM 

Transmission Owners with the exclusive right to “build, finance, own [and] retire . . . all or any 

part of its assets, including Transmission Facilities.”20   

II. STAKEHOLDER PROCESS 

At the December 5, 2019 MRC meeting, the MRC authorized the creation of the special 

session of the MRC entitled Transparency and End of Life (“EOL”) Planning.  The Issue Charge 

for this topic was brought by AMP and ODEC.  The purpose of this stakeholder initiative was to 

give the PJM stakeholders an opportunity to determine how projects addressing end of life 

facilities should be planned and to advance the discussion to the Commission for resolution.  As 

stated in the Issue Charge, the Joint Stakeholders intended to “develop specific governing 

document language to establish criteria that will apply to all transmission projects that address end 

                                                           
17 See Manual 14B, section 1.1. 

18 See Operating Agreement, Schedule 6, section 1.5.8(c).  

19 See Manual 14B, Attachment B, section B.2 (explaining the scope of RTEP planning).   

20 Consolidated Transmission Owners Agreement, Rate Schedule FERC No. 42, section 5.2. 
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of life drivers on PJM Tariff transmission assets, address planning horizon requirements, and 

improve overall transparency, consistency, and clarity in the RTEP planning process.”21   

 During these special sessions,22 the stakeholders used the Consensus Based Issue 

Resolution (“CBIR”) process23 to develop an options and solution packages matrix that included 

the status quo, and three solution packages:  (i) AMP/ODEC Package A; (ii) the LS Power Package 

B; and (iii) the PJM Package C.24   

 On May 12, 2020, Joint Stakeholders and others (collectively, “Stakeholders”) in support 

of the AMP/ODEC Package, submitted a letter to the PJM Board of Managers (“PJM Board”)25 

expressing their concerns over the increases in spending on Supplemental Projects and, in 

particular, EOL Projects.  By way of a solution, the Stakeholders stated they would like “to ensure 

that any necessary replacements for 40 to 60 year old Transmission Facilities are regionally 

planned by PJM.”26  To ensure the Board has “a complete . . . picture of [their] proposal and the 

law supporting it,”27 the Stakeholders presented key points of the Joint Stakeholder Proposal to 

                                                           
21 See PJM Interconnection, L.L.C., Transparency and End of Life Planning, at 1 (Dec. 18, 2019), 

https://www.pjm.com/-/media/committees-groups/committees/mrc/20191218-special-trans/20191218-item-01-issue-

charge.ashx.   

22 PJM convened seven (7) MRC special session meetings on Transparency and EOL Planning on December 18, 2019, 

January 15, 2020, February 7, 2020, February 28, 2020, March 24, 2020, April 17, 2020, and May 15, 2020. 

23 The CBIR process is PJM’s structured problem-solving process in which stakeholders attempt to develop and 

achieve consensus around a proposal in the best interest of the whole.  See PJM Interconnection, L.L.C.,  

PJM Manual 34:  PJM Stakeholder Process, § 7.3 (rev. 9, Sept. 26, 2019), https://www.pjm.com/-

/media/documents/manuals/m34.ashx. 

24 Package B was ultimately combined with Package A. 

25 See May 12 Stakeholder Letter, included in this filing as Attachment C. 

26 Attachment C, May 12 Stakeholder Letter at 1. 

27 Attachment C, May 12 Stakeholder Letter at 2. 

https://www.pjm.com/-/media/committees-groups/committees/mrc/20191218-special-trans/20191218-item-01-issue-charge.ashx
https://www.pjm.com/-/media/committees-groups/committees/mrc/20191218-special-trans/20191218-item-01-issue-charge.ashx
https://www.pjm.com/-/media/documents/manuals/m34.ashx
https://www.pjm.com/-/media/documents/manuals/m34.ashx
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the Board,28 as well as their conclusions on certain legal issues raised in the context of the 

stakeholder process.29  

On May 22, 2020, the PJM Transmission Owners also submitted a letter (“May 22 

Transmission Owners Letter”) to the PJM Board regarding end of life transmission planning.30  In 

the May 22 Transmission Owners Letter, the Transmission Owners expressed concern regarding 

the legality of the proposed changes, stating the Joint Stakeholder Proposal attempts “to transfer 

to PJM the authority to plan for enhancements or expansions not needed to address PJM planning 

criteria . . . . [which] decisions are the sole responsibility of the Transmission Owners.”31  The 

Transmission Owners also expressed concern that if the proposal was endorsed, PJM would be 

placed in “the potentially awkward position of feeling compelled to make a FERC filing that it 

believes is legally flawed and operationally misguided.”32   

In response to the May 12 Stakeholder Letter, the Chair of the Reliability and Security 

Committee of the PJM Board sent a letter dated May 27, 2020 (“May 27 Board Letter”)33 

acknowledging the Board’s awareness of and engagement on “the issues surrounding investment 

in Supplemental Projects, including [EOL] condition assessments and replacement projects”34 and 

                                                           
28 The following key points described by Stakeholders included:  (i) Transmission Owners retain the right, obligation 

and liability to determine that a Transmission Facility must be replaced after which PJM is required to include the 

EOL Condition in the regional planning process, therefore liability associated with EOL determinations would not 

shift to PJM; and (ii) a requirement that Transmission Owners provide a six-year minimum EOL Notification and PJM 

retains the ability to accelerate, decelerate, or modify an EOL Project’s in-service date, as warranted.  Attachment C, 

May 12 Stakeholder Letter at 2. 

29 Attachment C, May 12 Stakeholder Letter at 3-4. 

30 See May 22 Transmission Owners Letter, included in this filing as Attachment D. 

31 Attachment D, May 22 Transmission Owners Letter at 1. 

32 Attachment D, May 22 Transmission Owners Letter at 1. 

33 See May 27 Board Letter, included in this filing as Attachment E. 

34 Attachment E, May 27 Board Letter at 1. 



Kimberly D. Bose, Secretary   

July 2, 2020 

Page 8 

 

 

setting forth PJM’s position on the subject matter, as memorialized in the Attachment to the 

letter.35   

At the May 15, 2020 MRC Special Session, the Transmission Owners discussed their 

May 8, 2020 notification, which began the 30-day prior notice of their intent to file, pursuant to 

CTOA, section 7.3.2, revisions to Tariff, Attachment M-3.36  According to the Transmission 

Owners, the revisions were specific to:  (i) enhancing planning transparency under 

Attachment M-3; (ii) the responsibility over end of life replacement projects; and (iii) improving 

planning coordination with PJM regarding the planning of end of life replacement projects.37   

The Joint Stakeholder Proposal was initially presented at the May 28, 2020 MRC meeting38 

proposing changes to the Operating Agreement that would establish, among other things, 

requirements for an end of life determination and planning process outside of Supplemental 

Projects and Form No. 715 criteria.  During the meeting, PJM presented a competing proposal to 

increase transparency and competition for end of life planning while adhering to the limits of its 

authority under the CTOA.39  Both proposals included: (i) a forward look-ahead process; (ii) 

requirements for individual Transmission Owner criteria and guidelines; (iii) improved 

                                                           
35 Attachment E, May 27 Board Letter at 3 (Attachment: Comments on the Stakeholder Proposed Operating 

Agreement Revisions Provided May 12th). 

36 On May 21, 2020, the PJM Transmission Owners posted for informational purposes their intention to submit 

revisions to Tariff, Attachment M-3.  See Transmission Owners, PJM Transmission Owners Transparency & End-of-

Life (May 15, 2020), https://www.pjm.com/-/media/committees-groups/committees/mrc/2020/20200515-special-

trans/20200515-item-04-pjm-to-teol-attachment-m-3-amendments.ashx.  

37 See id. 

38 See PJM Interconnection, L.L.C., Package A for End of Life Transmission Facilities (May 28, 2020), 

https://pjm.com/-/media/committees-groups/committees/mrc/2020/20200528/20200528-item-04a-1-joint-

stakeholder-solution-package-presentation.ashx.   

39 See PJM Interconnection, L.L.C., PJM EOL Planning Package, (May 28, 2020), https://pjm.com/Se-

/media/committees-groups/committees/mrc/2020/20200528/20200528-item-04b-1-pjm-solutions-package-

presentation.ashx.   

https://www.pjm.com/-/media/committees-groups/committees/mrc/2020/20200515-special-trans/20200515-item-04-pjm-to-teol-attachment-m-3-amendments.ashx
https://www.pjm.com/-/media/committees-groups/committees/mrc/2020/20200515-special-trans/20200515-item-04-pjm-to-teol-attachment-m-3-amendments.ashx
https://pjm.com/-/media/committees-groups/committees/mrc/2020/20200528/20200528-item-04a-1-joint-stakeholder-solution-package-presentation.ashx
https://pjm.com/-/media/committees-groups/committees/mrc/2020/20200528/20200528-item-04a-1-joint-stakeholder-solution-package-presentation.ashx
https://pjm.com/Se-/media/committees-groups/committees/mrc/2020/20200528/20200528-item-04b-1-pjm-solutions-package-presentation.ashx
https://pjm.com/Se-/media/committees-groups/committees/mrc/2020/20200528/20200528-item-04b-1-pjm-solutions-package-presentation.ashx
https://pjm.com/Se-/media/committees-groups/committees/mrc/2020/20200528/20200528-item-04b-1-pjm-solutions-package-presentation.ashx
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transparency regarding individual Transmission Owner EOL programs and asset management end 

of life determinations; and (iv) additional planning process for end of life replacement facilities.  

Both proposals failed in sector-weighted votes.40  Following the MRC vote, Joint Stakeholders 

moved at the May 28, 2020 Members Committee meeting to suspend the rules to allow for a vote 

on the Joint Stakeholder Proposal.  That motion also failed by a sector-weighted vote of 3.08.41   

On June 12, 2020, the PJM Transmission Owners filed with the Commission, pursuant to 

FPA section 205, their proposed amendments to the Tariff, Attachment M-3, as described at the 

May 15 Special Session MRC.42   

At the June 18, 2020 Members Committee, by a sector-weighted vote of 3.45 in favor, the 

Members Committee approved the Joint Stakeholder Proposal.  Therefore, consistent with the 

duties and responsibilities accorded to PJM under the Operating Agreement, section 10.4(e), PJM 

is submitting the Joint Stakeholder’s proposed revisions to the Operating Agreement, Schedule 6, 

with the Commission on behalf of the Members Committee.  

III. DESCRIPTION OF, AND JUSTIFICATION FOR, THE JOINT 

STAKEHOLDERS’ PROPOSED REVISIONS 

  

A. Overview 

The submitted revisions were developed through the PJM stakeholder process by the Joint 

Stakeholders.  The Joint Stakeholders submitted multiple presentations in the stakeholder process 

                                                           
40 The Joint Stakeholder Proposal failed to achieve a super majority with a sector-weighted vote of 3.23.  The PJM 

proposal failed to achieve a super majority with a sector-weighted vote of 1.77. 

41 See PJM Interconnection, L.L.C., Supplemental Voting Results, 1 (May 28, 2020), https://pjm.com/-

/media/committees-groups/committees/mc/2020/20200528/20200528-item-01b-suspend-the-rules.ashx. 

42 Am. Transmission Sys., Inc., Amendments to Attachment M-3 to the PJM Interconnection, L.L.C. Open Access 

Transmission Tariff of the PJM Transmission Owners, Docket No. ER20-2046-000 (June 12, 2020) (“Attachment M-3 

Filing”). 

https://pjm.com/-/media/committees-groups/committees/mc/2020/20200528/20200528-item-01b-suspend-the-rules.ashx
https://pjm.com/-/media/committees-groups/committees/mc/2020/20200528/20200528-item-01b-suspend-the-rules.ashx
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on this issue explaining and justifying their proposal, and, for purposes of this filing, PJM relies 

on the materials presented at the June 18, 2020 Members Committee Meeting to describe the Joint 

Stakeholder Proposal herein.   

The Joint Stakeholder Proposal calls for the addition of definitions to the Operating 

Agreement relating to Transmission Owners’ end of life assets, and modifications to Schedule 6 

to allow for evaluation and replacement of end of life assets under the RTEP process.  As discussed 

below, the Joint Stakeholders stated that their proposal would:  (1) obligate Transmission Owners 

to submit a binding notification to PJM of facilities that will reach their end of life within six years; 

(2) require Transmission Owners to develop an EOL Program, including criteria, for facilities 

approaching end of life status; (3) require Transmission Owners to provide PJM a 10-year, 

forward-looking list of facilities’ EOL Conditions; (4) exclude the planning of end of life facilities 

from the RTEP reliability exemption for Transmission Facilities under 200 kV;43 and (5) revise 

Schedule 6 to expressly remove the planning of end of life facilities from Tariff, Attachment M-3 

and include all end of life facilities under the Operating Agreement, Schedule 6, RTEP planning 

process. 

Joint Stakeholders submit that while Transmission Owners properly maintain exclusive 

authority to determine whether a transmission asset has reached its end of life, this process places 

the planning of the replacement of the end of life asset under Schedule 6 of the Operating 

Agreement and subject to PJM’s RTEP planning process.  Accordingly, the Joint Stakeholder 

Proposal includes amendments to the Operating Agreement Definitions and Schedule 6 to 

                                                           
43 See Operating Agreement, Schedule 6, section 1.5.8(n) (exempting from the competitive window process reliability 

violations identified on Transmission Facilities below 200 kV).  



Kimberly D. Bose, Secretary   

July 2, 2020 

Page 11 

 

 

explicitly remove such assets from evaluation as Supplemental Projects under Tariff, Attachment 

M-3, and to evaluate all end of life facilities as a separate category under Schedule 6.44  Joint 

Stakeholders contend that the changes included in the Joint Stakeholder Proposal are consistent 

with Commission precedent regarding the application of Order No. 89045 transmission planning 

requirements to transmission asset management activities.46  The Joint Stakeholders represented 

in their June 18 presentation47 to the Members Committee that the Joint Stakeholder Proposal 

satisfied the just and reasonable requirements of section 205 of the FPA because it: 

 “Improve[s] transparency in the EOL determination process.”48  

 “Establish[es] requirements for an EOL determination process that coordinates 

with the PJM RTEP process.”49   

                                                           
44 See infra Section II.B. 

45 Preventing Undue Discrimination and Preference in Transmission Service, Order No. 890, 118 FERC ¶ 61,119, 

order on reh’g, Order No. 890-A, 121 FERC ¶ 61,297 (2007), order on reh’g & clarification, Order No. 890-B, 123 

FERC ¶ 61,299 (2008), order on reh’g & clarification, Order No. 890-C, 126 FERC ¶ 61,228, order on clarification, 

Order No. 890-D, 129 FERC ¶ 61,126 (2009). 

46 The Commission has defined “asset management activities” as “activities necessary to maintain a safe, reliable, and 

compliant grid, based on existing grid topology.” Cal. Pub. Utils. Comm’n v. Pac. Gas & Elec. Co., 164 FERC ¶ 

61,161 (2018) (“PG&E Order”), order denying reh’g., 168 FERC ¶ 61,171, at P 7 n.19 (2019); see also S. Cal. Edison 

Co., 164 FERC ¶ 61,160 (2018) (“SCE Order”), order denying reh’g, 168 FERC ¶ 61,170, at P 7 n.15 (2019) 

(collectively, “California Orders”).  In the California Orders, the Commission determined that asset management 

activities are not “planning” so long as any capacity increase is only incidental to the replacement project.  See SCE 

Order at P 33; see also Cal. Pub. Utils. Comm’n v. Pac. Gas & Elec. Co., 164 FERC ¶ 61,161 (2018).  Joint 

Stakeholders submit that the California Orders are inapplicable, as nothing in the Joint Stakeholder Proposal alters the 

Transmission Owners’ management of their existing assets.  See PJM Interconnection, L.L.C., End of Life (EOL) 

Transmission Planning, at 3 (May 12, 2020), https://pjm.com/-/media/committees-

groups/committees/mc/2020/20200618/20200618-item-02-3a-letter-to-pjm-board-on-eol-transmission-

planning.ashx.  As the Commission is aware, the Transmission Owners in their recent Attachment M-3 Filing advance 

a contrary position, contending that the California Orders support the Transmission Owners retaining responsibility 

to plan and address asset management activities under the CTOA.  See Attachment M-3 Filing at 3.   

47 See PJM Interconnection, L.L.C., Package A for End of Life Transmission Facilities (June 18, 2020) (“June 18 

Presentation”), https://pjm.com/-/media/committees-groups/committees/mc/2020/20200618/20200618-item-02-1-

joint-stakeholders-solution-package-presentation.ashx (“June 18 Presentation”).  

48 See id. at 2. 

49 See id. 

https://pjm.com/-/media/committees-groups/committees/mc/2020/20200618/20200618-item-02-3a-letter-to-pjm-board-on-eol-transmission-planning.ashx
https://pjm.com/-/media/committees-groups/committees/mc/2020/20200618/20200618-item-02-3a-letter-to-pjm-board-on-eol-transmission-planning.ashx
https://pjm.com/-/media/committees-groups/committees/mc/2020/20200618/20200618-item-02-3a-letter-to-pjm-board-on-eol-transmission-planning.ashx
https://pjm.com/-/media/committees-groups/committees/mc/2020/20200618/20200618-item-02-1-joint-stakeholders-solution-package-presentation.ashx
https://pjm.com/-/media/committees-groups/committees/mc/2020/20200618/20200618-item-02-1-joint-stakeholders-solution-package-presentation.ashx
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 Ensure[s] that the “[d]etermination of EOL is still a [Transmission Owner] 

decision with stakeholder review for consistency with [the Transmission 

Owner’s] EOL program.”50   

 “Allows [Transmission Owners] that do not want to utilize the EOL process and 

want to continue to use maintenance activities for their Transmission Facilities to 

do so.”51   

 “Only impacts [Transmission Owners] that want to declare an entire line/facility 

as having reached its EOL.”52   

 “Similar to the recent [Transmission Owners’ June 12, 2020 Attachment M-3 

Filing], 5-year EOL facilities, but [the Joint Stakeholder Proposal] is 

transparen[t] and it is binding.”53 

 “After this Notification is made, PJM plans the solution.”54 

 

To better explain their proposal, the Joint Stakeholders described in their June 18 

Presentation to the Members Committee three steps or phases.  First,55 the proposal establishes a 

new 10-year forward look-ahead process.  Under this proposed process, each Transmission Owner 

is required to provide annually to PJM and the TEAC the Transmission Owner’s EOL Look-ahead 

Program, including the Transmission Owner’s EOL Criteria, a description of any changes to any 

prior submissions and the reasons for such changes, as well as a non-binding list of Transmission 

Facilities forecasted to reach their end of life 10 years subsequent to the submittal.  Joint 

Stakeholders explain that this look-ahead process will provide greater transparency to stakeholders 

and PJM. 

                                                           
50 See id. 

51 See id. 

52 See id. 

53 See id. 

54 See id. 

55 See id. at 4. 
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Second,56 the Joint Stakeholders revisions propose that each Transmission Owner retains 

the authority to determine end of life for its specific Transmission Facilities, and does so by 

providing notification for a specific facility six years before each facility’s end of life date.  Such 

EOL Notification is binding57 on the Transmission Owner for PJM planning purposes.  According 

to the Joint Stakeholders, this notification period is compatible with PJM’s current schedule for 

five-year planning models, and enables PJM to hold open window solicitations for facilities 

determined at their end of life.  In that connection, Joint Stakeholders explain that the open window 

competition is subject to applicable exemptions, and for that purpose, the proposal excludes the 

exemption for reliability violations identified on facilities below 200 kV, but retains other 

exemptions under the existing Operating Agreement.58  Along with its notification, the 

Transmission Owner is required to provide specific information to stakeholders to ensure the 

notification is consistent with the Transmission Owner’s EOL Look-ahead Program. 

Third,59 once the EOL Notification is provided, the Joint Stakeholder Proposal provides 

that PJM shall plan an EOL Project under its RTEP planning process.60  Joint Stakeholders explain 

that this approach allows for end of life needs to be placed in competitive open windows, including 

by being potentially combined with other needs, as a means to find the most cost-effective 

solutions.  Additionally, Joint Stakeholders explain that only PJM would have authority to alter 

                                                           
56 See id. at 5. 

57 See id. at 2. 

58 See Operating Agreement, Schedule 6, sections 1.5.8(m) (“Immediate-need Reliability Project Exemption”); id. at 

Schedule 6, sections 1.5.8(p) (Thermal Reliability Violations on Substation Equipment Exemption (“Substation 

Equipment Exemption”)).  

59 June 18 Presentation at 6. 

60 Joint Stakeholders note that existing governing documents, including CTOA, Section 4, clearly define that PJM 

plans the RTEP. 
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in-service dates for EOL Projects, as PJM currently can do for any RTEP project, but there would 

be no requirement for PJM to change in-service dates for EOL Projects. 

B. Explanation of Specific Proposed Changes.  

1. Changes to and Addition of Definitions  

The Joint Stakeholders propose several new definitions to the Operating Agreement to 

identify those assets which have reached EOL Conditions and to govern the evaluation and 

replacement of such assets under the RTEP planning process.  The proposed definitions include:  

End of Life (EOL) Project shall mean a Regional RTEP Project or Subregional 

RTEP Project developed by the Office of the Interconnection that is intended to 

address Transmission Facilities (or set of related Transmission Facilities) that has, 

or will within the applicable planning horizon, reach EOL Condition or for which 

an EOL Notification has been received by the Office of the Interconnection.  Such 

EOL Project may combine more than one:  (i) EOL Notification, (ii) EOL 

Condition, or (iii) any other Regional Transmission Expansion Plan planning 

criteria.61 

 

End of Life (EOL) Condition shall mean the state of Transmission Facilities that 

are determined by a Transmission Owner, in accordance with the applicable EOL 

Look-ahead Program and EOL Criteria, to be such that it is not prudent to continue 

to maintain, repair or refurbish the Transmission Facilities and the Transmission 

Facilities are therefore projected to reach the end of operational life within the EOL 

Look-ahead Program period.  End of operational life shall not be, for purposes of 

EOL Condition, determined by the Transmission Facilities’ service life for 

accounting or depreciation purposes.62 

 

End of Life (EOL) Notification shall mean the notification, binding on the 

Transmission Owner for PJM planning purposes, and documentation required in 

Operating Agreement, Schedule 6 to be given by Transmission Owners to the 

Office of the Interconnection and stakeholders declaring Transmission Facilities to 

have reached the end of operational life and for which the Office of Interconnection 

                                                           
61 See proposed Operating Agreement, Section 1, Definitions E-F.  The Joint Stakeholder Proposal would also 

incorporate the term EOL Project in the following sections:  Operating Agreement, Schedule 6, sections 1.5.6(f), 

1.5.7(b), 1.5.7(c)(ii), 1.5.7(d), 1.5.7(e).  

62 See proposed Operating Agreement, Section 1, Definitions E-F.  The Joint Stakeholder Proposal would also 

incorporate the term EOL Condition in the following sections:  Operating Agreement, Schedule 6, sections 1.5.3, 

1.5.4(b), 1.5.6(d), 1.5.7(f), 1.5.8(b), 1.5.8(e), 1.5.8(n).  
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shall plan an EOL Project, if necessary.  Any EOL Notification is subject to 

Operating Agreement, Schedule 6, section 1.5.8(p).63 

 

End of Life (EOL) Look-ahead Program shall mean the Transmission Owner-

designed, specific program for transparently applying EOL Criteria to determine 

and to prioritize EOL Conditions and to make EOL Notifications for all 

Transmission Facilities.  The EOL Look-ahead Program must cover a minimum of 

10 years from the date of submission and be comprehensive and complete for the 

Transmission Facilities owned by the Transmission Owner.64 

 

End of Life (EOL) Criteria shall mean the posted standards, as contained in its 

applicable EOL Look-ahead Program, applied by a Transmission Owner for the 

purpose of determining whether a Transmission Facility or group of related 

Transmission Facilities have reached or will, within the applicable planning 

horizon, reach EOL Condition.  The EOL Criteria shall also include the basis for 

which EOL Conditions will be prioritized.65 

 

As discussed in more detail below, the Joint Stakeholder Proposal incorporates these 

definitions throughout Schedule 6 to accommodate evaluation of EOL Projects in the 

RTEP planning process.66    

In addition to the proposed new definitions, the Joint Stakeholders propose to 

substantively modify the definition of Supplemental Project to exclude EOL Notifications.  

                                                           
63 See proposed Operating Agreement, Section 1, Definitions E-F.  The Joint Stakeholder Proposal would also 

incorporate the term EOL Notification in the following sections:  Operating Agreement, Section 1, Definitions I-L 

(“Long-lead Project”), Definitions M-N (“Multi-Driver Project”), Definitions Q-R (“Regional RTEP Project”), 

Definitions S-T (“Short-term Project” and “Subregional RTEP Project”); Operating Agreement, Schedule 6, 

sections 1.1, 1.2, 1.3(f), 1.4, 1.5.1, 1.5.3, 1.5.4, 1.5.6(b), 1.5.6(d), 1.5.6(f), 1.5.8(b), 1.5.8(e), 1.5.8(g), 1.5.8(n), 

1.5.10(e), 1.5.10(h).  

64 See proposed Operating Agreement, Section 1, Definitions E-F.  The Joint Stakeholder Proposal would also 

incorporate the term EOL Look-ahead Program in Operating Agreement, Schedule 6, sections 1.5.3, 1.5.4, and 1.5.8. 

65 See proposed Operating Agreement, Section 1, Definitions E-F.  The Joint Stakeholder Proposal would also 

incorporate the term EOL Criteria in Operating Agreement, Section 1, Definitions M-N (“Multi-Driver Project”). 

66 The Joint Stakeholder Proposal also includes ministerial changes to the definitions of Long-lead Project, Multi-

Driver Project, Regional RTEP Project, Short-term Project, and Subregional RTEP Project, to effectuate these new 

definitions. 
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The definition would also specifically bar Supplemental Projects from addressing EOL 

Conditions or EOL Criteria.67   

2. Changes to Schedule 6  

i. EOL Notification Requirements 

As described above in the discussion of the proposed definition, EOL Notifications would 

be binding on Transmission Owners and would explicitly require PJM to address under the RTEP 

planning process Transmission Facilities for which an EOL Notification has been received.68  As 

noted above, PJM currently plans transmission using minimum five-year planning models.69  In 

order to ensure that PJM can perform planning for EOL Projects within the minimum planning 

window, the Joint Stakeholder Proposal would require Transmission Owners to provide, on an 

annual basis, EOL Notifications at least six years prior to a Transmission Facility’s projected end 

of life.70  In addition, the Joint Stakeholder Proposal would require all EOL Notifications to be 

submitted to the TEAC.71   

While an EOL Notification would be binding on Transmission Owners, the Joint 

Stakeholders propose to give PJM discretion to alter an EOL Project’s in-service dates as 

necessary.72   

                                                           
67 See proposed Operating Agreement, Section 1, Definitions S-T (“Supplemental Project”).  Consistent with these 

changes to the definition of Supplemental Project, the Joint Stakeholder Proposal would eliminate Operating 

Agreement, Schedule 6, section 1.5.6 (n), which excludes Supplemental Projects from RTEP evaluation.  See proposed 

Operating Agreement, Schedule 6, section 1.5.6(n).  

68 See proposed Operating Agreement, Schedule 6, section 1.2(f). 

69 See supra Section I. 

70 See proposed Operating Agreement, Schedule 6, section 1.5.4(a).   

71 See id., Schedule 6, section 1.5.4(b).   

72 See id., Schedule 6, section 1.2(f) (“For purposes of the Regional Transmission Expansion Plan, the Office of the 

Interconnection shall address those Transmission Facilities for which an EOL Notification has been received, and may 
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ii. EOL Look-Ahead Programs 

 Proposed Operating Agreement, Schedule 6, section 1.5.4(b) would require each 

Transmission Owner to submit to PJM its EOL Look-ahead Program on an annual basis.  The EOL 

Look-ahead Program would include the Transmission Owner’s EOL Criteria to be applied and a 

description of any changes from prior submissions (including the basis for such changes).73  All 

EOL Look-ahead Programs would be submitted to the TEAC for review and comment, and must 

include “sufficient detail such that [PJM] and stakeholders may understand and, to the extent 

possible, replicate results of individual EOL Notifications.”74    

The annual EOL Look-ahead Program would identify all Transmission Facilities 

forecasted to reach EOL Conditions in the next 10 years, together with those Transmission 

Facilities for which the Transmission Owner will provide the Office of the Interconnection with 

an EOL Notification.75  Joint Stakeholders submit that this 10-year look-ahead requirement would 

increase transparency for stakeholders regarding future EOL Projects.  The proposal also requires 

PJM to post a combined Transmission Owner list of Transmission Facilities that are listed in the 

EOL Look-Ahead Programs as having EOL Conditions within the 10-year horizon.76 

iii. Reliability Violations on Transmission Facilities Below 200 kV 

Operating Agreement, Schedule 6, section 1.5.8(n) provides an exemption from the 

requirement to post reliability violations for inclusion in a proposal window for certain low voltage 

                                                           
address any Transmission Facilities that a Transmission Owner’s EOL Look-ahead Program designates as reaching 

EOL Condition.”) 

73 See id., Schedule 6, section 1.5.4(b) 

74 Id.  

75 See id.  

76 See id., Schedule 6, section 1.5.8(b). 
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facilities (i.e., facilities below 200 kV).77  The Joint Stakeholder Proposal would explicitly exclude 

violations identified on facilities below 200 kV arising from an EOL Notification or EOL 

Condition from this exemption.78   

iv. Additional Changes to RTEP Process to Accommodate EOL 

Projects 

 

The Joint Stakeholder Proposal includes a number of additional revisions to the RTEP 

process to accommodate planning for EOL Projects.  These revisions to Schedule 6 include:  

 Purpose and Objectives – section 1.1 would be revised to include “address[ing] 

EOL Notifications” as an RTEP objective.79 

 

 RTEP Planning Criteria – section 1.2(e) would include assumptions and 

procedures to address, among other things, EOL Notifications in RTEP planning 

criteria.  EOL Notifications and EOL Look-ahead Programs would be posted on the 

PJM website with all other RTEP planning criteria.80 

 

 RTEP Contents – section 1.4(b) would require the RTEP to reflect all 

“enhancements and expansions necessary to address EOL Notifications for 

Transmission Facilities.”81  Section 1.4(d) would be modified to “promote 

transparency in transmission planning.”82 

 

 Scope of Studies – section 1.5.3 would expand PJM’s analyses to include 

consideration of EOL Conditions included in any EOL Look-ahead Program.  

Enhancement and expansion studies would include all facilities for which an EOL 

Notification has been received.83 

 

 1.5.4(f) – changes from “[w]ith the exception of” to “[s]ubject to appropriate 

protections for.” 

 

                                                           
77 See Operating Agreement, Schedule 6, section 1.5.8(n). 

78 See proposed Operating Agreement, Schedule 6, section 1.5.8(n).   

79 See id., Schedule 6, section 1.1 

80 See id., Schedule 6, section 1.2(e) 

81 See id., Schedule 6, section 1.4(b) 

82 See id., Schedule 6, section 1.4(d) 

83 See id., Schedule 6, section 1.5.3. 
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 Development of the Recommended Plan – section 1.5.6(f) would be expanded to 

allow PJM to include consideration of “EOL Conditions as [PJM] in its judgment 

determines merit an EOL Project notwithstanding that an EOL Notification has not 

yet been received.”84  Section 1.5.6(n), which distinguishes Supplemental Projects 

from projects subject to RTEP, would be deleted. 

 

IV. EFFECTIVE DATE  

Consistent with the Commission’s prior notice requirements, 18 C.F.R. § 35.3, PJM 

requests that the Commission issue an order on the Joint Stakeholder Proposal by no later than 

September 1, 2020, which is 61 days from the date of this filing, with an effective date of January 1, 

2021, coinciding with the commencement of the next RTEP Planning Year.  PJM also notes that 

if this filing is approved by the Commission, it should be implemented prospectively to all 

identified EOL Notifications and EOL Conditions85 as there are no transition provisions for current 

EOL determinations less than six years out. 

V. DESCRIPTION OF SUBMITTAL  

This filing consists of:  

1. This Transmittal Letter;  

2.  Attachment A: Electronic versions of the stakeholder proposed language to the 

Operating Agreement in redline;  

 

3.  Attachment B: Electronic versions of the stakeholder proposed language to the 

Operating Agreement in clean form; 

 

4. Attachment C:  May 12, 2020 Letter from Stakeholders to the PJM Board of 

Managers regarding EOL Transmission Planning; 

 

                                                           
84 See id., Schedule 6, section 1.5.6(f). 

85 The Joint Stakeholder Proposal includes a requirement that the Transmission Owners must submit to PJM on annual 

basis:  (i) binding EOL Notifications at least six years prior for all Transmission Facilities reaching their projected end 

of life; and (ii) a list of all Transmission Facilities forecasted to reach EOL Conditions 10 years forward.  See proposed 

Operating Agreement, Schedule 6, section 1.5.4(a) and (b).  There is no provision in the proposed revisions to address 

those facilities that will not meet these requirements if this filing is accepted effective January 1, 2021.   
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5. Attachment D:  May 22, 2020 Letter from PJM Transmission Owners to the PJM 

Board regarding EOL Transmission Planning; and 

 

6. Attachment E: May 27, 2020 Letter from Dean Oskvig, Chair of the Board 

Reliability & Security Committee, to Stakeholders. 

 

VI. CORRESPONDENCE  

Correspondence and communications regarding this filing should be sent to: 

Craig Glazer 

Vice President – Federal Government Policy 

PJM Interconnection, L.L.C. 

1200 G Street, N.W., Suite 600 

Washington, D.C.  20005 

(202) 423-4743 

Craig.Glazer@pjm.com 

 

 

 

Pauline Foley  

Associate General Counsel  

PJM Interconnection, L.L.C.  

2750 Monroe Boulevard  

Audubon, PA 19403  

(610) 666-8248  

pauline.foley@pjm.com 

 

Paul M. Flynn 

Elizabeth P. Trinkle 

Wright & Talisman, P.C. 

1200 G Street, N.W., Suite 600 

Washington, DC  20005 

(202) 393-1200 

flynn@wrightlaw.com 

trinkle@wrightlaw.com 

 

 

VII.  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. In accordance with the 

Commission’s regulations,86 PJM will post a copy of this filing to the FERC filings section of its 

website, located at: http://www.pjm.com/documents/ferc-manuals/ferc-filings.aspx, with a 

specific link to the newly-filed document, and will send an email on the same date as this filing to 

                                                           
86 See 18 C.F.R. §§ 35.2(e), 385.2010(f)(3) (2019). 

http://www.pjm.com/documents/ferc-manuals/ferc-filings.aspx
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all PJM Members and all state utility regulatory commissions in the PJM Region87 alerting them 

of the filing and its availability on PJM’s website.  PJM also serves the parties on the Commission’s 

official service list for this docket.  Notwithstanding the foregoing, if the document is not 

immediately available by using the referenced link, the document will be available through the 

referenced link within 24 hours of the filing.  A copy of this filing will also be available on the 

FERC’s eLibrary website at http://www.ferc.gov/docsfiling/elibrary.asp in accordance with the 

Commission’s regulations and Order No. 714.  

                                                           
87 PJM maintains, updates, and regularly uses e-mail lists for all PJM members and affected state commission.   

http://www.ferc.gov/docsfiling/elibrary.asp
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VIII. CONCLUSION 

PJM respectfully submits this filing on behalf of the Members Committee consistent with 

Operating Agreement, section 10.4(xiii) and, if accepted, requests that the Joint Stakeholder 

revisions be accepted as requested herein.   

      Respectfully submitted, 

       /s/ Paul M. Flynn   

Craig Glazer  

Vice President – Federal Government Policy  

PJM Interconnection, L.L.C. 

1200 G Street, N.W., Suite 600 

Washington, D.C. 20005 

(202) 423-4743 

craig.glazer@pjm.com 

 

Paul M. Flynn 

      Elizabeth P. Trinkle 

Wright & Talisman, P.C. 

1200 G Street, N.W., Suite 600 

Washington, DC  20005 

(202) 393-1200 

flynn@wrightlaw.com 

trinkle@wrightlaw.com 

 

Pauline Foley 

Associate General Counsel  

PJM Interconnection, L.L.C.  

2750 Monroe Boulevard  

Audubon, PA 19403  

(610) 666-8248  

pauline.foley@pjm.com 
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Definitions E - F 

 

Economic-based Enhancement or Expansion: 

 

“Economic-based Enhancement or Expansion” shall mean an enhancement or expansion 

described in Operating Agreement, Schedule 6, section 1.5.7(b) (i) – (iii) that is designed to 

relieve transmission constraints that have an economic impact. 

 

Economic Load Response Participant: 

 

“Economic Load Response Participant” shall mean a Member or Special Member that qualifies 

under Operating Agreement, Schedule 1, section 1.5A, and the parallel provisions of Tariff, 

Attachment K-Appendix, section 1.5A to participate in the PJM Interchange Energy Market 

and/or Ancillary Services markets through reductions in demand. 

 

Economic Maximum: 

 

“Economic Maximum” shall mean the highest incremental MW output level, submitted to PJM 

market systems by a Market Participant, that a unit can achieve while following economic 

dispatch. 

 

Economic Minimum: 

 

“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJM 

market systems by a Market Participant, that a unit can achieve while following economic 

dispatch. 

 

Effective Date: 

 

“Effective Date” shall mean August 1, 1997, or such later date that FERC permits the Operating 

Agreement to go into effect. 

 

Effective FTR Holder: 

 

“Effective FTR Holder” shall mean: 

 

(i) For an FTR Holder that is either a (a) privately held company, or (b) a municipality or 

electric cooperative, as defined in the Federal Power Act, such FTR Holder, together with 

any Affiliate, subsidiary or parent of the FTR Holder, any other entity that is under common 

ownership, wholly or partly, directly or indirectly, or has the ability to influence, directly or 

indirectly, the management or policies of the FTR Holder; or  

 

(ii) For an FTR Holder that is a publicly traded company including a wholly owned 

subsidiary of a publicly traded company, such FTR Holder, together with any Affiliate, 

subsidiary or parent of the FTR Holder, any other PJM Member has over 10% common 



 

 

ownership with the FTR Holder, wholly or partly, directly or indirectly, or has the ability to 

influence, directly or indirectly, the management or policies of the FTR Holder; or  

 

(iii)  an FTR Holder together with any other PJM Member, including also any Affiliate, 

subsidiary or parent of such other PJM Member, with which it shares common ownership, 

wholly or partly, directly or indirectly, in any third entity which is a PJM Member (e.g., a 

joint venture). 

 

EIDSN, Inc.: 

 

“EIDSN, Inc.” shall mean the nonstock, nonprofit corporation, formerly known as Eastern 

Interconnection Data Sharing Network, Inc., or any successor thereto, that is operated primarily 

for the purpose of developing operating tools and the facilitation of the secure, consistent, 

effective, and efficient sharing of important electric transmission and operational data among 

Reliability Coordinators and other relevant parties to help improve electric industry operations 

and promote the reliable and efficient operation of the bulk electric system in the Eastern 

Interconnection. 

 

Electric Distributor: 

 

“Electric Distributor” shall mean a Member that:  1) owns or leases with rights equivalent to 

ownership electric distribution facilities that are used to provide electric distribution service to 

electric load within the PJM Region; or 2) is a generation and transmission cooperative or a joint 

municipal agency that has a member that owns electric distribution facilities used to provide 

electric distribution service to electric load within the PJM Region. 

 

Emergency: 

 

“Emergency” shall mean:  (i) an abnormal system condition requiring manual or automatic 

action to maintain system frequency, or to prevent loss of firm load, equipment damage, or 

tripping of system elements that could adversely affect the reliability of an electric system or the 

safety of persons or property; or (ii) a fuel shortage requiring departure from normal operating 

procedures in order to minimize the use of such scarce fuel; or (iii) a condition that requires 

implementation of emergency procedures as defined in the PJM Manuals. 

 

Emergency Load Response Program: 

“Emergency Load Response Program” shall mean the program by which Curtailment Service 

Providers may be compensated by PJM for Demand Resources that will reduce load when 

dispatched by PJM during emergency conditions, and is described in Operating Agreement, 

Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-Appendix, section 8.  

 

End of Life (EOL) Condition: 

 

“End of Life (EOL) Condition” shall mean the state of Transmission Facilities that are 

determined by a Transmission Owner, in accordance with the applicable EOL Look-ahead 

Program and EOL Criteria, to be such that it is not prudent to continue to maintain, repair or 



 

 

refurbish the Transmission Facilities and the Transmission Facilities are therefore projected to 

reach the end of operational life within the EOL Look-ahead Program period.  End of operational 

life shall not be, for purposes of EOL Condition, determined by the Transmission Facilities’ 

service life for accounting or depreciation purposes.  

 

End of Life (EOL) Criteria: 

 

“End of Life (EOL) Criteria” shall mean the posted standards, as contained in its applicable EOL 

Look-ahead Program, applied by a Transmission Owner for the purpose of determining whether 

a Transmission Facility or group of related Transmission Facilities have reached or will, within 

the applicable planning horizon, reach EOL Condition.  The EOL Criteria shall also include the 

basis for which EOL Conditions will be prioritized.  

 

End of Life (EOL) Look-ahead Program: 

 

“End of Life (EOL) Look-ahead Program” shall mean the Transmission Owner-designed, 

specific program for transparently applying EOL Criteria to determine and to prioritize EOL 

Conditions and to make EOL Notifications for all Transmission Facilities.  The EOL Look-ahead 

Program must cover a minimum of 10 years from the date of submission and be comprehensive 

and complete for the Transmission Facilities owned by the Transmission Owner.  

 

End of Life (EOL) Notification: 

 

“End of Life (EOL) Notification” shall mean the notification, binding on the Transmission 

Owner for PJM planning purposes, and documentation required in Operating Agreement, 

Schedule 6 to be given by Transmission Owners to the Office of the Interconnection and 

stakeholders declaring Transmission Facilities to have reached the end of operational life and for 

which the Office of Interconnection shall plan an EOL Project, if necessary.  Any EOL 

Notification is subject to Operating Agreement, Schedule 6, section 1.5.8(p).  

 

End of Life (EOL) Project: 

 

“End of Life (EOL) Project” shall mean a Regional RTEP Project or Subregional RTEP Project 

developed by the Office of the Interconnection that is intended to address Transmission Facilities 

(or set of related Transmission Facilities) that has, or will within the applicable planning horizon, 

reach EOL Condition or for which an EOL Notification has been received by the Office of the 

Interconnection.  Such EOL Project may combine more than one: (i) EOL Notification, (ii) EOL 

Condition, or (iii) any other Regional Transmission Expansion Plan planning criteria. 

 

End-Use Customer: 

 

“End-Use Customer” shall mean a Member that is a retail end-user of electricity within the PJM 

Region.  For purposes of Member Committee classification, a Member that is a retail end-user 

that owns generation may qualify as an End-Use customer if:  (1) the average physical unforced 

capacity owned by the Member and its affiliates in the PJM region over the five Planning Periods 

immediately preceding the relevant Planning Period does not exceed the average PJM capacity 



 

 

obligation for the Member and its affiliates over the same time period; or (2) the average energy 

produced by the Member and its affiliates within the PJM region over the five Planning Periods 

immediately preceding the relevant Planning Period does not exceed the average energy 

consumed by that Member and its affiliates within the PJM region over the same time period.  

The foregoing notwithstanding, taking retail service may not be sufficient to qualify a Member 

as an End-Use Customer. 

 

Energy Market Opportunity Cost: 

 

“Energy Market Opportunity Cost” shall mean the difference between (a) the forecasted cost to 

operate a specific generating unit when the unit only has a limited number of available run hours 

due to limitations imposed on the unit by Applicable Laws and Regulations and (b) the 

forecasted future Locational Marginal Price at which the generating unit could run while not 

violating such limitations.  Energy Market Opportunity Cost therefore is the value associated 

with a specific generating unit’s lost opportunity to produce energy during a higher valued period 

of time occurring within the same compliance period, which compliance period is determined by 

the applicable regulatory authority and is reflected in the rules set forth in PJM Manual 15.  

Energy Market Opportunity Costs shall be limited to those resources which are specifically 

delineated in Operating Agreement, Schedule 2. 

 

Energy Storage Resource: 
 

“Energy Storage Resource” shall mean a resource capable of receiving electric energy from the 

grid and storing it for later injection to the grid that participates in the PJM Energy, Capacity 

and/or Ancillary Services markets as a Market Participant. 

 

Energy Storage Resource Model Participant:  

 

“Energy Storage Resource Model Participant” shall mean an Energy Storage Resource utilizing 

the Energy Storage Resource Participation Model.   

 

Energy Storage Resource Participation Model:  

 

“Energy Storage Resource Participation Model” shall mean the participation model accepted by 

the Commission in Docket No. ER19-469-000. 

 

Equivalent Load: 

 

“Equivalent Load” shall mean the sum of a Market Participant’s net system requirements to 

serve its customer load in the PJM Region, if any, plus its net bilateral transactions. 

 

Extended Primary Reserve Requirement: 

 

“Extended Primary Reserve Requirement” shall equal the Primary Reserve Requirement in a 

Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves scheduled under 



 

 

emergency conditions necessary to address operational uncertainty.  The Extended Primary 

Reserve Requirement is calculated in accordance with the PJM Manuals.  

 

Extended Synchronized Reserve Requirement: 

 

“Extended Synchronized Reserve Requirement” shall equal the Synchronized Reserve 

Requirement in a Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves 

scheduled under emergency conditions necessary to address operational uncertainty. The 

Extended Synchronized Reserve Requirement is calculated in accordance with the PJM Manuals. 

 

External Market Buyer: 

 

“External Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM 

Interchange Energy Market for consumption by end-users outside the PJM Region, or for load in 

the PJM Region that is not served by Network Transmission Service. 

 

External Resource: 

 

“External Resource” shall mean a generation resource located outside the metered boundaries of 

the PJM Region. 

 

FERC or Commission: 

 

“FERC” or “Commission” shall mean the Federal Energy Regulatory Commission or any 

successor federal agency, commission or department exercising jurisdiction over the Tariff, 

Operating Agreement and Reliability Assurance Agreement. 

 

Final Offer: 
  

“Final Offer” shall mean the offer on which a resource was dispatched by the Office of the 

Interconnection for a particular clock hour for an Operating Day. 

 

Finance Committee: 

 

“Finance Committee” shall mean the body formed pursuant to Operating Agreement, section 

7.5.1. 

 

Financial Transmission Right: 

 

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion 

Credits as specified in Operating Agreement, Schedule 1, section 5.2.2, and the parallel 

provisions of Tariff, Attachment K-Appendix, section 5.2.2. 

 

Financial Transmission Right Obligation: 

 



 

 

“Financial Transmission Right Obligation” shall mean a right to receive Transmission 

Congestion Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(b), and the 

parallel provisions of Tariff, Attachment K-Appendix, section 5.2.2(c). 

 

Financial Transmission Right Option: 

 

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion 

Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(c), and the parallel 

provisions of Tariff, Attachment K-Appendix, section 5.2.2(c). 

 

Flexible Resource:   

“Flexible Resource” shall mean a generating resource that must have a combined Start-up Time 

and Notification Time of less than or equal to two hours; and a Minimum Run Time of less than 

or equal to two hours. 

 

Form 715 Planning Criteria: 

 

“Form 715 Planning Criteria” shall mean individual Transmission Owner FERC-filed planning 

criteria as described in Operating Agreement, Schedule 6, section 1.2(e) and filed with FERC 

Form No. 715 and posted on the PJM website. 

 

FTR Holder: 

 

“FTR Holder” shall mean the PJM Member that has acquired and possesses an FTR. 

 

Fuel Cost Policy: 

“Fuel Cost Policy” shall mean the document provided by a Market Seller to PJM and the Market 

Monitoring Unit in accordance with PJM Manual 15 and Operating Agreement, Schedule 2, 

which documents the Market Seller’s method used to price fuel for calculation of  the Market 

Seller’s cost-based offer(s)for a generation resource. 



 

 

Definitions I - L 

 

Immediate-need Reliability Project: 

 

“Immediate-need Reliability Project” shall mean a reliability-based transmission enhancement or 

expansion that the Office of the Interconnection has identified to resolve a need that must be 

addressed within 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  Operating Agreement, 

Schedule 6, section 1.5.3. 

 

Inadvertent Interchange:  

 

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net 

scheduled energy flow into or out of the individual Control Areas operated by PJM. 

 

Increment Offer: 

 

“Increment Offer” shall mean a type of Virtual Transaction that is an offer to sell energy at a 

specified location in the Day-ahead Energy Market.  A cleared Increment Offer results in 

scheduled generation at the specified location in the Day-ahead Energy Market. 

 

Incremental Energy Offer: 

 

“Incremental Energy Offer” shall mean offer segments comprised of a pairing of price (in dollars 

per MWh) and megawatt quantities, which must be a non-decreasing function and taken together 

produce all of the energy segments above a resource’s Economic Minimum. No-load Costs are 

not included in the Incremental Energy Offer. 

 

Incremental Multi-Driver Project: 

 

“Incremental Multi-Driver Project” shall mean a Multi-Driver Project that is planned as 

described in Operating Agreement, Schedule 6, section 1.5.10(h). 

 

Information Request: 

 

“Information Request” shall mean a written request, in accordance with the terms of the 

Operating Agreement for disclosure of confidential information pursuant to Operating 

Agreement, section 18.17.4. 

 

Interface Pricing Point: 

 

“Interface Pricing Point” shall have the meaning specified in Operating Agreement, Schedule 1, 

section 2.6A, and the parallel provisions of Tariff, Attachment K-Appendix, section 2.6A. 

 

Internal Market Buyer:  



 

 

 

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM 

Interchange Energy Market for ultimate consumption by end-users inside the PJM Region that 

are served by Network Transmission Service 

 

Interregional Transmission Project: 

 

“Interregional Transmission Project” shall mean transmission facilities that would be located 

within two or more neighboring transmission planning regions and are determined by each of 

those regions to be a more efficient or cost effective solution to regional transmission needs. 

 

LLC: 

 

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

 

Load Management: 

 

“Load Management” shall mean a Demand Resource (“DR”) as defined in the Reliability 

Assurance Agreement. 

 

Load Management Event: 

 

“Load Management Event” shall mean a) a single temporally contiguous dispatch of Demand 

Resources in a Compliance Aggregation Area during an Operating Day, or b) multiple dispatches 

of Demand Resources in a Compliance Aggregation Area during an Operating Day that are 

temporally contiguous. 

 

Load Reduction Event: 

 

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for 

the purpose of participating in the PJM Interchange Energy Market. 

 

Load Serving Charging Energy:  

 

“Load Serving Charging Energy” shall mean energy that is purchased from the PJM Interchange 

Energy Market and stored in an Energy Storage Resource for later resale to end-use load. 

 

Load Serving Entity: 

 

“Load Serving Entity” or “LSE” shall mean any entity (or the duly designated agent of such an 

entity), including a load aggregator or power marketer, (i) serving end-users within the PJM 

Region, and (ii) 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.  

Load Serving Entity shall include any end-use customer that qualifies under state rules or a 

utility retail tariff to manage directly its own supply of electric power and energy and use of 

transmission and ancillary services.  



 

 

 

Local Plan: 

 

“Local Plan” shall include Supplemental Projects as identified by the Transmission Owners 

within their zone and Subregional RTEP projects developed to comply with all applicable 

reliability criteria, including Transmission Owners’ planning criteria or based on market 

efficiency analysis and in consideration of Public Policy Requirements.   

 

Location: 

 

“Location” as used in the Economic Load Response rules shall mean an end-use customer site as 

defined by the relevant electric distribution company account number. 

 

Locational Marginal Price: 

 

“Locational Marginal Price” or “LMP” shall mean the  market clearing marginal price for energy 

at the location the energy is delivered or received, calculated as specified in Operating 

Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix, 

section 2. 

 

LOC Deviation:   

 

“LOC Deviation,” shall mean, for units other than wind units, the LOC Deviation shall equal the 

desired megawatt amount for the resource determined according to the point on the Final Offer 

curve corresponding to the Real-time Settlement Interval real-time Locational Marginal Price at 

the resource’s bus and adjusted for any Regulation or Tier 2 Synchronized Reserve assignments 

and limited to the lesser of the unit’s Economic Maximum or the unit’s Generation Resource 

Maximum Output, minus the actual output of the unit.  For wind units, the LOC Deviation shall 

mean the deviation of the generating unit’s output equal to the lesser of the PJM forecasted 

output for the unit or the desired megawatt amount for the resource determined according to the 

point on the Final Offer curve corresponding to the Real-time Settlement Interval real-time 

Locational Marginal Price at the resource’s bus, and shall be limited to the lesser of the unit’s 

Economic Maximum or the unit’s Generation Resource Maximum Output, minus the actual 

output of the unit. 

 

Long-lead Project: 

 

“Long-lead Project” shall mean a transmission enhancement or expansion with an in-service date 

more than five years from the year in which, pursuant to Operating Agreement, Schedule 6, 

section 1.5.8(c), the Office of the Interconnection posts the violations, system conditions, EOL 

Notification, or Public Policy Requirements to be addressed by the enhancement or expansion. 

 

Loss Price: 

 

“Loss Price” shall mean the loss component of the Locational Marginal Price, which is the effect 

on transmission loss costs (whether positive or negative) associated with increasing the output of 



 

 

a generation resource or decreasing the consumption by a Demand Resource based on the effect 

of increased generation from or consumption by the resource on transmission losses, calculated 

as specified in Operating Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, 

Attachment K-Appendix, section 2. 

 

 



 

 

Definitions M - N 

 

M2M Flowgate: 

 

“M2M Flowgate” shall have the meaning provided in the Joint Operating Agreement between 

the Midcontinent Independent Transmission System Operator, Inc. and PJM Interconnection, 

L.L.C. 

 

Maintenance Adder:   

 

“Maintenance Adder” shall mean an adder that may be included to account for variable operation 

and maintenance expenses in a Market Seller’s Fuel Cost Policy.  The Maintenance Adder is 

calculated in accordance with the applicable provisions of PJM Manual 15, and may only include 

expenses incurred as a result of electric production. 

 

Market Buyer:  

 

“Market Buyer” shall mean a Member that has met reasonable creditworthiness standards 

established by the Office of the Interconnection and/or PJMSettlement in Tariff, Attachment Q, 

and that is otherwise able to make purchases in the PJM Interchange Energy Market. 

 

Market Monitoring Unit or MMU: 

 

“Market Monitoring Unit” or “MMU” shall mean the independent Market Monitoring Unit 

defined in 18 CFR § 35.28(a)(7) and established under the PJM Market Monitoring Plan 

(Attachment M) to the PJM Tariff that is responsible for implementing the Market Monitoring 

Plan, including the Market Monitor.  The Market Monitoring Unit may also be referred to as the 

IMM or Independent Market Monitor for PJM. 

 

Market Operations Center: 

 

“Market Operations Center” shall mean the equipment, facilities and personnel used by or on 

behalf of a Market Participant to communicate and coordinate with the Office of the 

Interconnection in connection with transactions in the PJM Interchange Energy Market or the 

operation of the PJM Region. 

 

Market Participant: 

 

“Market Participant” shall mean a Market Buyer, a Market Seller, and/or an Economic Load 

Response Participant, except when that term is used in or pertaining to Tariff, Attachment M, 

Tariff, Attachment Q, Operating Agreement, section 15, Tariff, Attachment K-Appendix, section 

1.4 and Operating Agreement, Schedule 1, section 1.4.  “Market Participant,” when such term is 

used in Tariff, Attachment M, shall mean an entity that generates, transmits, distributes, 

purchases, or sells electricity, ancillary services, or any other product or service provided under 

the PJM Tariff or Operating Agreement within, into, out of, or through the PJM Region, but it 

shall not include an Authorized Government Agency that consumes energy for its own use but 



 

 

does not purchase or sell energy at wholesale. “Market Participant,” when such term is used in or 

pertaining to Tariff, Attachment Q, Operating Agreement, section 15, Tariff, Attachment K-

Appendix, section 1.4 and Operating Agreement, Schedule 1, section 1.4, shall mean a Market 

Buyer, a Market Seller, an Economic Load Response Participant, an FTR Participant, a Capacity 

Market Buyer, or a Capacity Market Seller. 

 

Market Participant Energy Injection: 

 

“Market Participant Energy Injection” shall mean transactions in the Day-ahead Energy Market 

and Real-time Energy Market, including but not limited to Day-ahead generation schedules, real-

time generation output, Increment Offers, internal bilateral transactions and import transactions, 

as further described in the PJM Manuals.  

 

Market Participant Energy Withdrawal: 

 

“Market Participant Energy Withdrawal” shall mean transactions in the Day-ahead Energy 

Market and Real-time Energy Market, including but not limited to Demand Bids, Decrement 

Bids, real-time load (net of Behind The Meter Generation expected to be operating, but not to be 

less than zero), internal bilateral transactions and Export Transactions, as further described in the 

PJM Manuals.  

 

Market Seller: 

 

“Market Seller” shall mean a Member that has met reasonable creditworthiness standards 

established by the Office of the Interconnection and/or PJMSettlement in Tariff, Attachment Q, 

and that is otherwise able to make sales in the PJM Interchange Energy Market. 

 

Maximum Emergency: 

 

“Maximum Emergency” shall mean the designation of all or part of the output of a generating 

unit for which the designated output levels may require extraordinary procedures and therefore 

are available to the Office of the Interconnection only when the Office of the Interconnection 

declares a Maximum Generation Emergency and requests generation designated as Maximum 

Emergency to run.  The Office of the Interconnection shall post on the PJM website the 

aggregate amount of megawatts that are classified as Maximum Emergency. 

 

Maximum Generation Emergency:  

 

“Maximum Generation Emergency” shall mean an Emergency declared by the Office of the 

Interconnection to address either a generation or transmission emergency in which the Office of 

the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-

Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical 

power output, subject to the equipment stress limits for such Generation Capacity Resource or 

Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency. 

 

Maximum Daily Starts: 



 

 

 

“Maximum Daily Starts” shall mean the maximum number of times that a generating unit can be 

started in an Operating Day under normal operating conditions. 

 

Maximum Generation Emergency Alert:  

 

“Maximum Generation Emergency Alert” shall mean an alert issued by the Office of the 

Interconnection to notify PJM Members, Transmission Owners, resource owners and operators, 

customers, and regulators that a Maximum Generation Emergency may be declared, for any 

Operating Day in either, as applicable, the Day-ahead Energy Market or the Real-time Energy 

Market, for all or any part of such Operating Day. 

 

Maximum Run Time: 

 

“Maximum Run Time” shall mean the maximum number of hours a generating unit can run over 

the course of an Operating Day, as measured by PJM’s State Estimator. 

 

Maximum Weekly Starts: 

 

“Maximum Weekly Starts” shall mean the maximum number of times that a generating unit can 

be started in one week, defined as the 168 hour period starting Monday 0001 hour, under normal 

operating conditions. 

 

Member: 

 

“Member” shall mean an entity that satisfies the requirements of Operating Agreement, section 

11.6 and that (i) is a member of the LLC immediately prior to the Effective Date, or (ii) has 

executed an Additional Member Agreement in the form set forth in Operating Agreement, 

Schedule 4. 

 

Members Committee: 

 

“Members Committee” shall mean the committee specified in Operating Agreement, section 8, 

composed of representatives of all the Members. 

 

Minimum Generation Emergency:  

 

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the 

Interconnection in which the Office of the Interconnection anticipates requesting one or more 

generating resources to operate at or below Normal Minimum Generation, in order to manage, 

alleviate, or end the Emergency. 

 

Minimum Down Time: 

 

For all generating units that are not combined cycle units, “Minimum Down Time” shall mean 

the minimum number of hours under normal operating conditions between unit shutdown and 



 

 

unit startup, calculated as the shortest time difference between the unit’s generator breaker 

opening and after the unit’s generator breaker closure, which is typically indicated by 

telemetered or aggregated State Estimator megawatts greater than zero. For combined cycle 

units, “Minimum Down Time” shall mean the minimum number of hours between the last 

generator breaker opening and after first combustion turbine generator breaker closure, which is 

typically indicated by telemetered or aggregated State Estimator megawatts greater than zero. 

 

Minimum Run Time: 

 

For all generating units that are not combined cycle units, “Minimum Run Time” shall mean the 

minimum number of hours a unit must run, in real-time operations, from the time after generator 

breaker closure, which is typically indicated by telemetered or aggregated State Estimator 

megawatts greater than zero, to the time of generator breaker opening, as measured by PJM's 

State Estimator. For combined cycle units, “Minimum Run Time” shall mean the time period 

after the first combustion turbine generator breaker closure, which is typically indicated by 

telemetered or aggregated State Estimator megawatts greater than zero, and the last generator 

breaker opening as measured by PJM’s State Estimator. 

 

MISO: 

 

“MISO” shall mean the Midcontinent Independent System Operator, Inc. or any successor 

thereto. 

 

Multi-Driver Project: 

 

“Multi-Driver Project” shall mean a transmission enhancement or expansion that addresses more 

than one of the following:  reliability violations, EOL Notifications, economic constraints or 

State Agreement Approach initiatives. 

 

NERC: 

 

“NERC” shall mean the North American Electric Reliability Corporation, or any successor 

thereto. 

 

NERC Functional Model: 

 

“NERC Functional Model” shall be the set of functions that must be performed to ensure the 

reliability of the electric bulk power system.  The NERC Reliability Standards establish the 

requirements of the responsible entities that perform the functions defined in the Functional 

Model.   

 

NERC Interchange Distribution Calculator: 

 

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect 

and being used to calculate the distribution of energy, over specific transmission interfaces, from 

energy transactions. 



 

 

 

NERC Reliability Standards: 

 

“NERC Reliability Standards” shall mean those standards that have been developed by NERC 

and approved by FERC to ensure the reliability of the electric bulk power system. 

 

NERC Rules of Procedure:“NERC Rules of Procedure” shall be the rules and procedures 

developed by NERC and approved by the FERC.  These rules include the process by which a 

responsible entity, who is to perform a set of functions to ensure the reliability of the electric 

bulk power system, must register as the Registered Entity. 

 

Net Benefits Test: 
 

“Net Benefits Test” shall mean a calculation to determine whether the benefits of a reduction in 

price resulting from the dispatch of Economic Load Response exceeds the cost to other loads 

resulting from the billing unit effects of the load reduction, as specified in Operating Agreement, 

Schedule 1, section 3.3A.4 and the parallel provisions of Tariff, Attachment K-Appendix, section 

3.3A.4.  

 

Network Resource: 

 

“Network Resource” shall have the meaning specified in the PJM Tariff. 

 

Network Service User: 

 

“Network Service User” shall mean an entity using Network Transmission Service. 

 

Network Transmission Service:  

 

“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 

terms and conditions set forth in Tariff, Part III, or transmission service comparable to such 

service that is provided to a Load Serving Entity that is also a Transmission Owner. 

 

New York ISO or NYISO: 

 

“New York ISO” or “NYISO” shall mean the New York Independent System Operator, Inc. or 

any successor thereto. 

 

No-load Cost:  

 

“No-load Cost” shall mean the hourly cost required to create the starting point of a 

monotonically increasing incremental offer curve for a generating unit. 

 

Non-Disclosure Agreement: 

 



 

 

“Non-Disclosure Agreement” shall mean an agreement between an Authorized Person and the 

Office of the Interconnection, pursuant to Operating Agreement, section, the form of which is 

appended to this Agreement as Operating Agreement, Schedule 10, wherein the Authorized 

Person is given access to otherwise restricted confidential information, for the benefit of their 

respective Authorized Commission. 

 

Non-Dispatched Charging Energy:  

 

“Non-Dispatched Charging Energy” shall mean all Direct Charging Energy that an Energy 

Storage Resource Model Participant receives from the electric grid that is not otherwise 

Dispatched Charging Energy. 

 

Nonincumbent Developer: 

 

“Nonincumbent Developer” shall mean:  (1) a transmission developer that does not have an 

existing Zone in the PJM Region as set forth in Tariff, Attachment J; or (2) a Transmission 

Owner that proposes a transmission project outside of its existing Zone in the PJM Region as set 

forth in Tariff, Attachment J. 

 

Non-Regulatory Opportunity Cost: 

 

 “Non-Regulatory Opportunity Cost” shall mean the difference between (a) the forecasted cost to 

operate a specific generating unit when the unit only has a limited number of starts or available 

run hours resulting from (i) the physical equipment limitations of the unit, for up to one year, due 

to original equipment manufacturer recommendations or insurance carrier restrictions, (ii) a fuel 

supply limitation, for up to one year, resulting from an event of Catastrophic Force Majeure; and,  

(b) the forecasted future Locational Marginal Price at which the generating unit could run while 

not violating such limitations.  Non-Regulatory Opportunity Cost therefore is the value 

associated with a specific generating unit’s lost opportunity to produce energy during a higher 

valued period of time occurring within the same period of time in which the unit is bound by the 

referenced restrictions, and is reflected in the rules set forth in PJM Manual 15.  Non-Regulatory 

Opportunity Costs shall be limited to those resources which are specifically delineated in 

Operating Agreement, Schedule 2.  

 

Non-Retail Behind The Meter Generation: 

 

“Non-Retail Behind The Meter Generation” shall mean Behind the Meter Generation that is used 

by municipal electric systems, electric cooperatives, and electric distribution companies to serve 

load.  

 

Non-Synchronized Reserve: 

 

“Non-Synchronized Reserve” shall mean the reserve capability of non-emergency generation 

resources that can be converted fully into energy within ten minutes of a request from the Office of 

the Interconnection dispatcher, and is provided by equipment that is not electrically synchronized to 

the Transmission System. 



 

 

 

Non-Synchronized Reserve Event: 

 

“Non-Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to 

generation resources able and assigned to provide Non-Synchronized Reserve in one or more 

specified Reserve Zones or Reserve Sub-zones, within ten minutes to increase the energy output by 

the amount of assigned Non-Synchronized Reserve capability. 

 

Non-Variable Loads: 

 

“Non-Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, 

section 1.5A.6, and the parallel provisions of Tariff, Attachment K-Appendix, 1.5A.6. 

 

Normal Maximum Generation: 

 

“Normal Maximum Generation” shall mean the highest output level of a generating resource 

under normal operating conditions. 

 

Normal Minimum Generation: 

 

“Normal Minimum Generation” shall mean the lowest output level of a generating resource 

under normal operating conditions. 

 

 



 

 

Definitions Q - R 

 

Ramping Capability: 

 

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts 

per minute. 

 

Real-time Congestion Price: 

 

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the 

Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 

 

Real-time Loss Price: 

 

“Real-time Loss Price” shall mean the Loss Price resulting from the Office of the 

Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 

 

Real-time Offer: 

 

“Real-time Offer” shall mean a new offer or an update to a Market Seller’s existing cost-based or 

market-based offer for a clock hour, submitted for use after the close of the Day-ahead Energy 

Market. 

 

Real-time Prices: 

 

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the 

Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 

 

Real-time Energy Market: 

 

“Real-time Energy Market” shall mean the purchase or sale of energy and payment of 

Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in 

the Operating Day. 

 

Real-time Settlement Interval: 

 

“Real-time Settlement Interval” shall mean the interval used by settlements, which shall be every 

five minutes. 

 

Real-time State of Charge: 

 

“Real-time State of Charge” shall mean the current State of Charge of an Energy Storage 

Resource Model Participant, measured in units of megawatt-hours. 

 

Real-time System Energy Price: 

 



 

 

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office 

of the Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 

 

Regional Entity: 

 

“Regional Entity” shall mean an organization that NERC has delegated the authority to propose 

and enforce reliability standards pursuant to the Federal Power Act. 

 

Regional RTEP Project: 

 

“Regional RTEP Project” shall mean a transmission expansion or enhancement rated at 230 kV 

or above which is required for compliance with the following PJM criteria:  system reliability, 

operational performance, EOL Notification, or economic criteria, pursuant to a determination by 

the Office of the Interconnection. 

 

Registered Entity: 

 

“Registered Entity” shall mean the entity registered under the NERC Functional Model and 

NERC Rules of Procedures for the purpose of compliance with NERC Reliability Standards and 

responsible for carrying out the tasks within a NERC function without regard to whether a task 

or tasks are performed by another entity pursuant to the terms of the PJM Governing 

Agreements. 

 

Regulation: 

 

“Regulation” shall mean the capability of a specific generation resource or Demand Resource 

with appropriate telecommunications, control and response capability to separately increase and 

decrease its output or adjust load in response to a regulating control signal, in accordance with 

the specifications in the PJM Manuals. 

 

Regulation Zone: 

 

“Regulation Zone” shall mean 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 PJM Manuals, relevant to provision of, and requirements for, regulation service. 

 

Related Parties: 

 

“Related Parties” shall mean, solely for purposes of the governance provisions of the Operating 

Agreement:  (i) any generation and transmission cooperative and one of its distribution 

cooperative members; and (ii) any joint municipal agency and one of its members.  For purposes 

of the Operating Agreement, representatives of state or federal government agencies shall not be 

deemed Related Parties with respect to each other, and a public body's regulatory authority, if 

any, over a Member shall not be deemed to make it a Related Party with respect to that Member. 

 

Relevant Electric Retail Regulatory Authority: 



 

 

 

“Relevant Electric Retail Regulatory Authority” shall mean 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. 

 

Reliability Assurance Agreement or PJM Reliability Assurance Agreement: 

 

“Reliability Assurance Agreement” or “PJM Reliability Assurance Agreement” shall mean that 

certain Reliability Assurance Agreement Among Load-Serving Entities in the PJM Region, on 

file with FERC as PJM Interconnection, L.L.C. Rate Schedule FERC. No. 44, and as amended 

from time to time thereafter.  

 

Reliability Coordinator: 

 

“Reliability Coordinator” shall have the same meaning set forth in the NERC Glossary of Terms 

used in NERC Reliability Standards. 

 

Reserve Penalty Factor: 

 

“Reserve Penalty Factor” shall mean the cost, in $/MWh, associated with being unable to meet a 

specific reserve requirement in a Reserve Zone or Reserve Sub-zone.  A Reserve Penalty Factor 

will be defined for each reserve requirement in a Reserve Zone or Reserve Sub-zone. 

 

Reserve Sub-zone: 

 

“Reserve Sub-zone” shall mean 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 PJM Manuals, relevant to provision of, and requirements 

for, reserve service. 

 

Reserve Zone: 

 

“Reserve Zone” shall mean 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. 

 

Residual Auction Revenue Rights: 

 

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights 

created within a Planning Period by an increase in transmission system capability, including the 

return to service of existing transmission capability, that was not modeled pursuant to Operating 

Agreement, Schedule 1, section 7.5, and the parallel provisions of Tariff, Attachment K-

Appendix, section 7.5 in compliance with Operating Agreement, Schedule 1, section 7.4.2(h), 

and the parallel provisions of Tariff, Attachment K-Appendix, section 7.4.2(h), and, if modeled, 

would have increased the amount of stage 1 Auction Revenue Rights allocated pursuant to 



 

 

Operating Agreement, Schedule 1, section 7.4.2, and the parallel provisions of Attachment K-

Appendix, section 7.4.2; provided that, the foregoing notwithstanding, Residual Auction 

Revenue Rights shall exclude:  1) Incremental Auction Revenue Rights allocated pursuant to 

Tariff, Part VI; and 2) Auction Revenue Rights allocated to entities that are assigned cost 

responsibility pursuant to Operating Agreement, Schedule 6 for transmission upgrades that create 

such rights.  

 

Residual Metered Load: 

 

“Residual Metered Load” shall mean all load remaining in an electric distribution company’s 

fully metered franchise area(s) or service territory(ies) after all nodally priced load of entities 

serving load in such area(s) or territory(ies) has been carved out. 

 

Revenue Data for Settlements: 

 

“Revenue Data for Settlements” shall mean energy quantities used in accounting and billing as 

determined pursuant to Tariff, Attachment K-Appendix and the corresponding provisions of 

Operating Agreement, Schedule 1. 

 

 

 



 

 

Definitions S – T 

 

 

Sector Votes: 

 

“Sector Votes” shall mean the affirmative and negative votes of each sector of a Senior Standing 

Committee, as specified in Operating Agreement, section 8.4. 

 

Securities: 

 

“Securities” shall mean negotiable or non-negotiable investment or financing instruments that 

can be sold and bought.  Securities include bonds, stocks, debentures, notes and options. 

 

Segment:  
“Segment” shall have the same meaning as described in Operating Agreement, Schedule 1, 

section 3.2.3(e)and the parallel provisions of Tariff, Attachment K-Appendix, section 3.2.3(e). 

 

Senior Standing Committees: 

 

“Senior Standing Committees” shall mean the Members Committee, and the Markets, and 

Reliability Committee, as established in Operating Agreement, section 8.1 and Operating 

Agreement, section 8.6.  

 

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. 

 

Short-term Project: 

 

“Short-term Project” shall 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 

Operating Agreement, Schedule 6, section 1.5.8(c), the Office of the Interconnection posts the 

violations, system conditions, EOL Notification, or Public Policy Requirements to be addressed 

by the enhancement or expansion.  

 

Special Member: 

 

“Special Member” shall mean an entity that satisfies the requirements of  Operating Agreement, 

Schedule 1, section 1.5A.02, and the parallel provisions of Tariff, Attachment K-Appendix, 

section 1.5A.02, or the special membership provisions established under the Emergency Load 

Response and Pre-Emergency Load Response Programs. 

 

Spot Market Backup: 

 



 

 

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the 

PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt 

obligations of a bilateral contract that has been curtailed or interrupted for any reason. 

 

Spot Market Energy: 

 

“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PJM 

Interchange Energy Market at System Energy Prices determined as specified in Operating 

Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix, 

section 2. 

 

Standing Committees: 

 

“Standing Committees” shall mean the Members Committee, the committees established and 

maintained under Operating Agreement, section 8.6, and such other committees as the Members 

Committee may establish and maintain from time to time. 

 

Start-Up Costs: 

 

“Start-Up Costs” shall mean the unit costs to bring the boiler, turbine and generator from 

shutdown conditions to the point after breaker closure which is typically indicated by 

telemetered or aggregated state estimator megawatts greater than zero and is determined based 

on the cost of start fuel, total fuel-related cost, performance factor, electrical costs (station 

service), start maintenance adder, and additional labor cost if required above normal station 

manning. Start-Up Costs can vary with the unit offline time being categorized in three unit 

temperature conditions: hot, intermediate and cold. 

State: 

 

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

States. 

 

State Certification: 

 

“State Certification” shall mean the Certification of an Authorized Commission, pursuant to 

Operating Agreement, section 18, the form of which is appended to the Operating Agreement as 

Operating Agreement, Schedule 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. 

 

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. 



 

 

 

State Estimator: 

 

“State Estimator” shall mean the computer model of power flows specified in Operating 

Agreement, Schedule 1, section 2.3, and the parallel provisions of Tariff, Attachment K-

Appendix, section 2.3. 

 

State of Charge: 

 

“State of Charge” shall mean the operating parameter that represents the quantity of physical 

energy stored (measured in units of megawatt-hours) in an Energy Storage Resource Model 

Participant in proportion to its maximum State of Charge capability. State of Charge is quantified 

as defined in the PJM Manuals. 

 

State of Charge Management: 

 

“State of Charge Management” shall mean the control of State of Charge of an Energy Storage 

Resource Market Participant using Charge and Discharge Economic Minimum and Maximum 

Megawatts limits, changes in operating mode, charging and discharging offer curves, and self-

scheduling of non-dispatchable purchases and sales of energy in the PJM markets.  State of 

Charge Management shall not interfere with an Energy Storage Resource Model Participant’s 

obligation to follow PJM dispatch, consistent with all other resources. 

 

Station Power: 

 

“Station Power” shall mean energy used for operating the electric equipment on the site of a 

generation facility located in the PJM Region or for the heating, lighting, air-conditioning and 

office equipment needs of buildings on the site of such a generation facility that are used in the 

operation, maintenance, or repair of the facility.  Station Power does not include any energy (i) 

used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii) 

used in association with restoration or black start service; or (iv) that is Direct Charging Energy. 

  

Sub-meter: 
 

“Sub-meter” shall mean a metering point for electricity consumption that does not include all 

electricity consumption for the end-use customer as defined by the electric distribution company 

account number.  PJM shall only accept sub-meter load data from end-use customers for 

measurement and verification of Regulation service as set forth in the Economic Load Response 

rules and PJM Manuals. 

 

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, EOL Notification, or economic criteria, pursuant to a determination by 

the Office of the Interconnection. 



 

 

 

Supplemental Project: 

 

“Supplemental Project” shall mean a transmission expansion or enhancement that is not required 

for compliance with the following PJM criteria:  system reliability, operational performance, 

EOL Notification, or economic criteria, pursuant to a determination by the Office of the 

Interconnection and is not a state public policy project pursuant to Operating Agreement, 

Schedule 6, section 1.5.9(a)(ii).  Supplemental Projects shall not address EOL Conditions or 

EOL Criteria.  Any system upgrades required to maintain the reliability of the system that are 

driven by a Supplemental Project are considered part of that Supplemental Project and are the 

responsibility of the entity sponsoring that Supplemental Project. 

 

Synchronized Reserve: 

 

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be 

converted fully into energy or Demand Resources whose demand can be reduced within ten 

minutes from the request of the Office of the Interconnection dispatcher, and is provided by 

equipment that is electrically synchronized to the Transmission System. 

 

Synchronized Reserve Event: 

 

“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to 

generation resources and/or Demand Resources able, assigned or self-scheduled to provide 

Synchronized Reserve in one or more specified Reserve Zones or Reserve Sub-zones, within ten 

minutes, to increase the energy output or reduce load by the amount of assigned or self-

scheduled Synchronized Reserve capability. 

 

Synchronized Reserve Requirement: 

 

“Synchronized Reserve Requirement” shall mean the megawatts required to be maintained in a 

Reserve Zone or Reserve Sub-zone as Synchronized Reserve, absent any increase to account for 

additional reserves scheduled to address operational uncertainty.  The Synchronized Reserve 

Requirement is calculated in accordance with the PJM Manuals. 

 

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. 

 

System Energy Price: 

 

“System Energy Price” shall mean the energy component of the Locational Marginal Price, 

which is the price at which the Market Seller has offered to supply an additional increment of 



 

 

energy from a resource, calculated as specified in Operating Agreement, Schedule 1, section 2, 

and the parallel provisions of Tariff, Attachment K-Appendix, section 2. 

 

Target Allocation: 

 

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in 

Operating Agreement, Schedule 1, section 5.2.3, and the parallel provisions of Tariff, 

Attachment K-Appendix, section 5.2.3 or the allocation of Auction Revenue Rights Credits as set 

forth in Operating Agreement, Schedule 1, section 7.4.3, and the parallel provisions of Tariff, 

Attachment K-Appendix, section 7.4.3. 

 

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 the Market Monitoring Unit.  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. 

 

Tie Line: 
 

“Tie Line” shall have the same meaning provided in the Open Access Transmission Tariff. 

 

Total Lost Opportunity Cost Offer:   

 

“Total Lost Opportunity Cost Offer” shall mean the applicable offer used to calculate lost 

opportunity cost credits.  For pool-scheduled resources specified in PJM Operating Agreement, 

Schedule 1, section 3.2.3(f-1) and the parallel provisions of Tariff, Attachment K-Appendix, 

section 3.2.3(f-1), the Total Lost Opportunity Cost Offer shall equal the Real-time Settlement 

Interval offer integrated under the applicable offer curve for the LOC Deviation, as determined 

by the greater of the Committed Offer or last Real-Time Offer submitted for the offer on which 

the resource was committed in the Day-ahead Energy Market for each hour in an Operating 

Day.  For all other pool-scheduled resources, the Total Lost Opportunity Cost Offer shall equal 

the Real-time Settlement Interval offer integrated under the applicable offer curve for the LOC 

Deviation, as determined by the offer curve associated with the greater of the Committed Offer 

or Final Offer for each hour in an Operating Day.   For self-scheduled generation resources, the 

Total Lost Opportunity Cost Offer shall equal the Real-time Settlement Interval offer integrated 

under the applicable offer curve for the LOC Deviation,  where for self-scheduled generation 

resources (a) operating pursuant to a cost-based offer, the applicable offer curve shall be the 

greater of the originally submitted cost-based offer or the cost-based offer that the resource was 

dispatched on in real-time; or (b) operating pursuant to a market-based offer, the applicable offer 

curve shall be determined in accordance with the following process: (1) select the greater of the 

cost-based day-ahead offer and updated costbased Real-time Offer; (2) for resources with 

multiple cost-based offers, first, for each cost-based offer select the greater of the day-ahead 



 

 

offer and updated Real-time Offer, and then select the lesser of the resulting cost-based offers; 

and (3) compare the offer selected in (1), or for resources with multiple cost-based offers the 

offer selected in (2), with the market-based day-ahead offer and the market-based Real-time 

Offer and select the highest offer. 

 

Total Operating Reserve Offer:   

 

“Total Operating Reserve Offer” shall mean the applicable offer used to calculate Operating 

Reserve credits.  The Total Operating Reserve Offer shall equal the sum of all individual Real-

time Settlement Interval energy offers, inclusive of Start-Up Costs (shut-down costs for Demand 

Resources) and No-load Costs, for every Real-time Settlement Interval in a Segment, integrated 

under the applicable offer curve up to the applicable megawatt output as further described in the 

PJM Manuals.  The applicable offer used to calculate day-ahead Operating Reserve credits shall 

be the Committed Offer, and the applicable offer used to calculate balancing Operating Reserve 

credits shall be lesser of the Committed Offer or Final Offer for each hour in an Operating Day. 

 

Transmission Congestion Charge: 

 

“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of 

energy delivered at a given load bus when the transmission system serving that load bus is 

operating under constrained conditions, or as necessary to provide energy for third-party 

transmission losses, which shall be calculated and allocated as specified in Operating Agreement, 

Schedule 1, section 5.1, and the parallel provisions of Tariff, Attachment K-Appendix, section 

5.1. 

 

Transmission Congestion Credit: 

 

“Transmission Congestion Credit” shall mean the allocated share of total Transmission 

Congestion Charges credited to each FTR Holder, calculated and allocated as specified in 

Operating Agreement, Schedule 1, section 5.2 and the parallel provisions of Tariff, Attachment 

K-Appendix, section 5.2. 

 

Transmission Customer: 

 

“Transmission Customer” shall have the meaning set forth in the PJM Tariff. 

 

Transmission Facilities: 

 

“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 PJM Region transmission system and integrated into the planning and operation of the 

PJM Region to serve all of the power and transmission customers within the PJM Region. 

 

Transmission Forced Outage: 



 

 

 

“Transmission Forced Outage” shall mean an immediate removal from service of a transmission 

facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other 

cause beyond the control of the owner or operator of the transmission facility, as specified in the 

relevant portions of the PJM Manuals.  A removal from service of a transmission facility at the 

request of the Office of the Interconnection to improve transmission capability shall not 

constitute a Forced Transmission Outage. 

 

Transmission Loading Relief: 

 

“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security 

limit violations, as implemented by PJM as the security coordinator responsible for maintaining 

transmission security for the PJM Region. 

 

Transmission Loading Relief Customer: 

 

“Transmission Loading Relief Customer” shall mean an entity that, in accordance with 

Operating Agreement, Schedule 1, section 1.10.6A and the parallel provisions of Tariff, 

Attachment K-Appendix, section 1.10.6A, has elected to pay Transmission Congestion Charges 

during Transmission Loading Relief in order to continue energy schedules over contract paths 

outside the PJM Region that are increasing the cost of energy in the PJM Region. 

 

Transmission Loss Charge: 

 

“Transmission Loss Charge” shall mean the charges to each Market Participant, Network 

Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity 

from a generation resource to load as specified in Operating Agreement, Schedule 1, section 5, 

and the parallel provisions of Tariff, Attachment K-Appendix, section 5. 

 

Transmission Operator: 

 

“Transmission Operator” shall have the same meaning set forth in the NERC Glossary of Terms 

used in NERC Reliability Standards. 

 

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. 

 

Transmission Owner Upgrade: 

 

“Transmission Owner Upgrade” shall mean an upgrade to a Transmission Owner’s own 

transmission facilities, which is an improvement to, addition to, or replacement of a part of, an 

existing facility and is not an entirely new transmission facility. 



 

 

 

Transmission Planned Outage: 

 

“Transmission Planned Outage” shall mean any transmission outage scheduled in advance for a 

pre-determined duration and which meets the notification requirements for such outages 

specified in Operating Agreement, Schedule 1, and the parallel provisions of Tariff, Attachment 

K-Appendix, or the PJM Manuals. 

 

Turn Down Ratio: 

 

“Turn Down Ratio” shall mean the ratio of a generating unit’s economic maximum megawatts to 

its economic minimum megawatts. 

 



 

 

1.1 Purpose and Objectives. 

 

This Regional Transmission Expansion Planning Protocol shall govern the process by which the 

Members shall rely upon the Office of the Interconnection to prepare a plan for the enhancement 

and expansion of the Transmission Facilities in order to meet the demands for firm transmission 

service, address EOL Notifications, and to support competition, in the PJM Region.  The 

Regional Transmission Expansion Plan (also referred to as “RTEP”) to be developed shall enable 

the transmission needs in the PJM Region to be met on a reliable, economic and environmentally 

acceptable basis. 



 

 

1.2 Conformity with NERC Reliability Standards and Other Applicable Reliability 

Criteria. 

 

(a) NERC establishes Reliability Standards to promote the reliability, adequacy and security 

of the North American bulk power supply as related to the operation and planning of electric 

systems. 

 

(b) ReliabilityFirst Corporation is responsible for ensuring the reliability, adequacy and 

security of the bulk electric supply systems in the geographic region described in the applicable 

agreements between NERC and ReliabilityFirst Corporation, as approved by the FERC, through 

coordinated operations and planning of generation and transmission facilities.  Toward that end, 

it has adopted the NERC Reliability Standards and has established detailed Reliability Principles 

and Standards for Planning the Bulk Electric Supply System of the ReliabilityFirst Corporation. 

 

(c) [Reserved] 

 

(c.01) [Reserved] 

 

(c.02) SERC is responsible for ensuring the reliability, adequacy and security of the bulk 

electric supply systems in the VACAR subregion of SERC.  Toward that end, it has adopted the 

NERC Reliability Standards and has established detailed Reliability Principles and Standards for 

Planning the Bulk Electric Supply System for SERC. 

 

(d) The Regional Transmission Expansion Plan shall conform at a minimum to the applicable 

reliability principles, guidelines and standards of NERC, ReliabilityFirst Corporation and SERC, 

and other Applicable Regional Entities in accordance with the planning and operating criteria 

and other procedures detailed in the PJM Manuals. 

 

(e) The Regional Transmission Expansion Plan planning criteria shall include, Office of the 

Interconnection assumptions and planning procedures, to address NERC Reliability Standards, 

Regional Entity reliability principles and standards, EOL Notifications, and such otherthe 

individual Transmission Owner FERC filed planning criteria as filed in FERC Form No. 715., 

and  All Regional Transmission Expansion Plan planning criteria, together with individual 

Transmission Owner EOL Look-ahead Programs and EOL Notifications, shall be posted on the 

PJM website.  FERC Form No. 715 material will be posted to the PJM website, subject to 

applicable Critical Energy Infrastructure Information (CEII) requirements. 

 

(f)  For purposes of the Regional Transmission Expansion Plan, the Office of the 

Interconnection shall address those Transmission Facilities for which an EOL Notification has 

been received, and may address any Transmission Facilities that a Transmission Owner’s EOL 

Look-ahead Program designates as reaching EOL Condition. 

 

(fg) The Office of the Interconnection will also provide access through the PJM website, to 

the planning criteria and assumptions used by the Transmission Owners for the development of 

the current Local Plan. 



 

 

1.3 Establishment of Committees. 

 

(a) The Planning Committee shall be open to participation by (i) all Transmission 

Customers 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 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.  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. 

 

(c) The Subregional RTEP Committees established by the Office of the 

Interconnection shall facilitate the development and review of the Local Plans.  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 

Transmission Expansion Advisory Committee for further review, advice and 

recommendations. 



 

 

 

(d) The Subregional RTEP Committees shall be responsible for the timely review of 

the criteria, assumptions and models used to identify reliability criteria violations, 

economic constraints, or to consider Public Policy Requirements, proposed solutions and 

written comments 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 on the criteria, assumptions, and 

models used in local planning activities prior to finalizing the Local Plan.  The 

Subregional RTEP Committees shall also be responsible for the timely review of the 

Transmission Owners’ criteria, assumptions, and models used to identify Supplemental 

Projects that will be considered for inclusion in the Local Plan for each Subregional 

RTEP Committee.  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 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.  In addition, the Subregional RTEP Committees will provide sufficient 

opportunity to review and provide written comments to the Transmission Owners on any 

Supplemental Projects included in the Local Plan, in accordance with Additional 

Procedures for Planning of Supplemental Projects set forth in Tariff, Attachment M-3. 

 

(e) The Subregional RTEP Committees shall be open to participation by:  (i) all 

Transmission Customers 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. 

 

(f) Each Subregional RTEP Committee shall schedule and facilitate a minimum of 

one Subregional RTEP Committee meeting to review the criteria, assumptions and 

models to identify reliability criteria violations, EOL Notifications, economic constraints, 

or to consider Public Policy Requirements.  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, EOL Notifications, 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.  

 

(g) The Subregional RTEP Committees shall schedule and facilitate meetings 

regarding Supplemental Projects, as described in the Tariff, Attachment M-3.  

 

(h) 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.



 

 

1.4 Contents of the Regional Transmission Expansion Plan. 

 

(a) 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, including such enhancements 

and expansions necessary to address EOL Notifications for Transmission Facilities; 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. 

 

(c) 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; and (vii) promote transparency in transmission planning. 

 



 

 

1.5 Procedure for Development of the Regional Transmission Expansion Plan. 

 

1.5.1 Commencement of the Process. 

 

(a) 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, including EOL Notifications; (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 

the Operating Agreement, Schedule 1, section 7.4.2(b), 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 PJM 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 the Operating Agreement, 

Schedule 1, section 7.8.  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, EOL Notifications, 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 EOL Conditions 



 

 

included in any EOL Look-ahead Program and Public Policy Objectives in the studies and 

analyses, so as to mitigate the possibility that bright line metrics may inappropriately include 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), EOL Conditions, 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, EOL Notifications, 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: 

 

(a) 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, including all facilities for which EOL Notifications 

have been received. 

 

(c) 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 the Operating Agreement, Schedule 1, section 7.8. 

 

(f) Identification, evaluation and analysis of upgrades to support all transmission customers, 

including native load and network service customers. 

 

(g) Engineering studies needed to determine the effectiveness and compliance of 

recommended enhancements and expansions, with the following PJM criteria:  system reliability, 

operational performance, EOL Notification, 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 the Operating 

Agreement, Schedule 1, section 7.4.2(b).  Enhancements and expansions related to stage 1A 

Auction 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 Operating Agreement, Schedule 6, 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 the Operating Agreement, Schedule 6, section 

1.5.6(m) 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. 

 

(a) 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; (iv) on an annual basis, EOL 

Notifications at least six (6) years prior to the projected end of its operational life for 

Transmission Facilities; andthe (iv) current local planning information, including all criteria, 

assumptions and models used by the Transmission Owners, such as those used to develop 

Supplemental Projects.  The data required under this Section shall be provided in the form and 

manner specified by the Office of the Interconnection. 

 

(b) Each Transmission Owner shall provide to the Office of the Interconnection and the 

Transmission Expansion Advisory Committee on an annual basis the Transmission Owner’s 

EOL Look-ahead Program, including the EOL Criteria to be applied, and a description of any 

changes from prior submissions and the reasons for such changes.  The annual EOL Look-ahead 

Program shall include identification of all Transmission Facilities forecasted to reach EOL 

Conditions in the 10 years subsequent to the EOL Look-ahead Program submittal, together with 

those Transmission Facilities for which the Transmission Owner will provide the Office of the 

Interconnection with an EOL Notification.  The EOL Look-ahead Program and EOL Criteria 

shall include sufficient detail such that the Office of the Interconnection and stakeholders may 

understand and, to the extent possible, replicate results of individual EOL Notifications.  All 

Transmission Owners must submit individual EOL Look-ahead Programs, including the EOL 

Criteria, guidelines, and documentation for declaring EOL Conditions, to the Office of the 

Interconnection and the Transmission Expansion Advisory Committee for review and comment.  

All EOL Notifications required by this Operating Agreement, Schedule 6 shall be submitted by 

the Office of the Interconnection to the Transmission Expansion Advisory Committee. 



 

 

 

(c) 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 PJM Region shall supply any other information and data reasonably required 

by the Office of the Interconnection to perform the enhancement and expansion study. 

 

(cd) 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. 

 

(de) 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. 

 

(ef) The Office of the Interconnection shall provide access through the PJM website, to the 

Transmission Owner’s local planning information, including all criteria, assumptions and models 

used by the Transmission Owners in their internal planning processes, including the development 

of Supplemental Projects (“Local Plan Information”).  Local Plan Information shall be provided 

consistent with: (1) any applicable confidentiality provisions set forth in the Operating 

Agreement, section 18.17; (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 the Operating 

Agreement, section 18.17 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 PJM Interconnection, L.L.C., the Transmission Owner 

and the requesting third party.  Subject to appropriate protections forWith the exception of 

confidential, CEII 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. 

 

(a) 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., which is found at 

http://www.pjm.com/~/media/documents/agreements/joa-complete.ashx;  

 

 Northeastern ISO/RTO Planning Coordination Protocol, which is described at Schedule 

6-B and found at http://www.pjm.com/~/media/documents/agreements/northeastern-iso-

rto-planning-coordination-protocol.ashx;  

 

 Joint Operating Agreement Among and Between New York Independent System 

Operator Inc., which is found at 

http://www.pjm.com/~/media/documents/agreements/nyiso-pjm.ashx;  

 

 Interregional Transmission Coordination Between the SERTP and PJM Regions, which is 

found at Operating Agreement, Schedule 6-A ;  

 

 Allocation of Costs of Certain Interregional Transmission Projects Located in the PJM 

and SERTP Regions, which is located at Tariff, Schedule 12-B;  

 

 Joint Reliability Coordination Agreement Between the Midwest Independent System 

Operator, Inc.; PJM Interconnection, L.L.C. and Progress Energy Carolinas.   

 

(i) 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. 

 

(ii) An entity, including existing Transmission Owners and Nonincumbent Developers, may 

submit potential Interregional Transmission Projects pursuant to the Operating Agreement, 

Schedule 6, section 1.5.8.  

 

(c) 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. 

 

(a) The Office of the Interconnection shall be responsible for the development of the 

Regional Transmission Expansion Plan and for conducting the studies, including sensitivity 

http://www.pjm.com/~/media/documents/agreements/northeastern-iso-rto-planning-coordination-protocol.ashx
http://www.pjm.com/~/media/documents/agreements/northeastern-iso-rto-planning-coordination-protocol.ashx
http://www.pjm.com/~/media/documents/agreements/nyiso-pjm.ashx


 

 

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 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 Requirements identified by the 

states for consideration in the Office of the Interconnection’s transmission planning analyses; 

(iii) Public Policy Objectives identified by stakeholders for consideration in the Office of the 

Interconnection’s transmission planning analyses; (iv) 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; (v) EOL Notifications; and (vi) alternative sensitivity studies, modeling 

assumptions and scenario analyses proposed by the Committee participants.  Prior to the initial 

assumptions meeting, the Transmission Expansion Advisory Committee and Subregional RTEP 

Committees participants will be afforded the opportunity to provide input and submit suggestions 

regarding the information identified in items (i) through (vi) of this subsection.  Following the 

assumptions meeting and prior to performing the evaluation and analyses of transmission needs, 

the Office of the Interconnection shall determine the range of assumptions to be used in the 

studies and scenario analyses, based on the advice and recommendations of the Transmission 

Expansion Advisory Committee and Subregional RTEP Committees and, through the 

Independent State Agencies, the statement of Public Policy Requirements provided individually 

by the states and any state member’s assessment or prioritization of Public Policy Objectives 

proposed by other stakeholders.    The Office of the Interconnection shall document and publicly 

post its determination for review.  Such posting shall include an explanation of those Public 

Policy Requirements and Public Policy Objectives adopted at the assumptions stage to be used in 

performing the evaluation and analysis of transmission needs.  Following identification of 

transmission needs and prior to evaluating potential enhancements and expansions to the 

Transmission System the Office of the Interconnection shall publicly post all transmission need 

information identified as described further in the Operating Agreement, Schedule 6, section 

1.5.8(b) herein to support the role of the Subregional RTEP Committees in the development of 

the Local Plan and support the role of Transmission Expansion Advisory Committee in the 

development of the Regional Transmission Expansion Plan.  The Office of the Interconnection 

shall also post an explanation of why other Public Policy Requirements and Public Policy 

Objectives introduced by stakeholders at the assumptions stage were not adopted. 

 

(c) The Subregional RTEP Committees shall also schedule and facilitate meetings related to 

Supplemental Projects, as described in the Tariff, Attachment M-3. 

 

(d) 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 the Operating Agreement, Schedule 6, sections 1.3(b) and 1.3(c)) to review, evaluate and offer 

comments and alternatives to 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, EOL Notifications or EOL Conditions, 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. 

 

(e) 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 

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. 

 

(f) 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, EOL Notifications, economic constraints, and Public Policy Requirements as detailed 

in the Operating Agreement, Schedule 6, section 1.5.8(b) to afford entities an opportunity to 

submit proposed enhancements or expansions to address the posted violations, system 

conditions, EOL Notifications, economic constraints and Public Policy Requirements as 

provided for in the Operating Agreement, Schedule 6, section 1.5.8(c).  Following the close of a 

proposal window, the Office of the Interconnection shall:  (i) post all proposals submitted 

pursuant to the Operating Agreement, Schedule 6, section 1.5.8(c); (ii) consider proposals 

submitted during the proposal windows consistent with the Operating Agreement, Schedule 6, 

section 1.5.8(d) 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 including EOL Conditions as the Office of 

Interconnection in its judgment determines merit an EOL Project notwithstanding that an EOL 



 

 

Notification has not yet been received, and taking into account the sensitivity studies, modeling 

assumption variations and scenario analyses considered pursuant to the Operating Agreement, 

Schedule 6, section 1.5.3, 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, EOL Project, 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. 

 

(g) The recommended plan shall separately identify enhancements and expansions for the 

three PJM subregions, the PJM Mid-Atlantic Region, the PJM West Region, and the PJM South 

Region, and shall incorporate recommendations from the Subregional RTEP Committees. 

 

(h) The recommended plan shall separately identify enhancements and expansions that are 

classified as Supplemental Projects, which are not subject to approval by the PJM Board. 

 

(i) 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 the Operating Agreement, 

Schedule 6, sections 1.5.7 and 1.5.8. 

 

(j) The recommended plan shall identify enhancements and expansions proposed by a state 

or states pursuant to the Operating Agreement, Schedule 6, section 1.5.9.  

 

(k) 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 the Operating Agreement, Schedule 6, 

section 1.1, provided that (1) the requestor has complied, to the extent applicable, with the 

procedures and other requirements of the Tariff, Parts IV and VI; (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 the Tariff, Parts IV and VI 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. 

 

(l) 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 the Operating 

Agreement, Schedule 1, section 7.8, or to facilitate upgrades pursuant to the Tariff, Parts II, III, 

or VI, and designate one or more Transmission Owners or other entities to construct, own and, 

unless otherwise provided, finance the recommended transmission enhancement or expansion.  

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 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 the Tariff, Schedule 12, 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 the Tariff, Schedule 12 that establishes a 

Transmission Enhancement Charge Rate in connection with an economic expansion or 

enhancement developed under the Operating Agreement, Schedule 6, sections 1.5.6(i) and 1.5.7, 

(C) the costs associated with expansions and enhancements required to ensure the simultaneous 

feasibility of stage 1A Auction Revenue Rights allocated pursuant to the Operating Agreement, 

Schedule 1, section 7 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 the Tariff, 

Schedule 12, section (b) 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 the Tariff, Attachment DD, 

section 15 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. 

 

(n) 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-based Enhancements or Expansions. 

 

(a) 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 

Operating Agreement, Schedule 6, 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, or EOL Projects 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, or EOL Projects 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 the Operating Agreement, 

Schedule 1, section 7.4.2(c); 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 in the Operating Agreement, Schedule 6, section 1.5.7(b)(i-iii) is described 

in the PJM Manuals. 

 

(c) The process for conducting the market efficiency analysis described in subsection (b) 

above shall include the following: 

 

(i) 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. 

 

(ii) The Office of the Interconnection shall identify any planned reliability-based 

enhancements or expansions, or EOL Projects 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, or EOL Projects, 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 the Operating 

Agreement, Schedule 6, section 1.5.8(c), 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 or 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 or 

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 or 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 or Expansions pursuant to the Operating Agreement, Schedule 6, section 

1.5.6(m).  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 the Operating Agreement, Schedule 6, 

sections 1.6 and 1.7.  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 EOL Projects, 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 EOL 

Projects, or the additional Economic-based Enhancements or Expansions as applicable, using the 

Benefit/Cost Ratio calculation set forth below in this Operating Agreement, Schedule 6, section 

1.5.7(d).  An Economic-based Enhancement or Expansion shall be included in the Regional 

Transmission Expansion Plan 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 the 15 

year period starting with the RTEP Year (defined as current year plus five) minus benefits 

for years when the project is not yet in-service] ÷ [Present value of the Total 

Enhancement Cost for the same 15 year period] 

 

  Where 

 

Total Annual Enhancement Benefit = Energy Market Benefit + Reliability Pricing 

Model Benefit 

 

  and 

 



 

 

For economic-based enhancements and expansions for which cost responsibility 

is assigned pursuant to the Tariff, Schedule 12, section (b)(i) the Energy Market 

Benefit is as follows: 

 

Energy Market Benefit = [.50] * [Change in Total Energy Production 

Cost] + [.50] * [Change in Load Energy Payment]  

 

For economic-based enhancements and expansions for which cost responsibility 

is assigned pursuant to the Tariff, Schedule 12, section (b)(v) the Energy Market 

Benefit is as follows: 

 

 Energy Market Benefit = [1] * [Change in Load Energy Payment] 

   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].  The change in costs for purchases 

from outside of the PJM Region and sales to outside the PJM 

Region will be captured, if appropriate.  Purchases will be valued 

at the Load Weighted LMP and sales will be valued at the 

Generation Weighted LMP. 

 

   and 

 

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)].  The Change in the Load Energy Payment shall be 

the sum of the Change in the Load Energy Payment only of the 

Zones that show a decrease in the Load Energy Payment.  

 

  And 



 

 

 

For economic-based enhancements and expansions for which cost responsibility 

is assigned pursuant to the Tariff, Schedule 12, section (b)(i) the Reliability 

Pricing Benefit is as follows: 

 

Reliability Pricing Benefit = [.50] * [Change in Total System Capacity 

Cost] + [.50] * [Change in Load Capacity Payment] 

 

   and 

 

For economic-based enhancements or expansions for which cost responsibility is 

assigned pursuant to the Tariff, Schedule 12, section (b)(v) the Reliability Pricing 

Benefit is as follows: 

 

Reliability Pricing Benefit = [1] * [Change in Load Capacity Payment] 

 

Change in Total System Capacity Cost = [the sum of (the 

megawatts that are estimated to be cleared in the Base Residual 

Auction under the Tariff, Attachment DD) * (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 the Tariff, Attachment DD) * (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)] 

 

   and 

 

Change in Load Capacity Payment = [the sum of (the estimated 

zonal load megawatts in each Zone) * (the estimated Final Zonal 

Capacity Prices under the Tariff, Attachment DD 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 the Tariff, Attachment DD 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.  The Change in the Load 

Capacity Payment shall be the sum of the change in the Load 



 

 

Capacity Payment only of the Zones that show a decrease in the 

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 EOL Projects, or of 

constructing a new Economic-based Enhancement or Expansion, the Office of the 

Interconnection shall calculate and post on the PJM 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.   

 

(f) To assure that new Economic-based Enhancements or 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 or 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 or 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, EOL Conditions, and demand 

response, consistent with the requirements of the Operating Agreement, Schedule 6, section 

1.5.7(i).  The Office of the Interconnection will not be required to review annually the costs and 



 

 

benefits of constructing Economic-based Enhancements or Expansions with capital costs less 

than $20 million if, based on updated cost estimates and the original benefits, the Benefit/Cost 

Ratio remains at or above 1.25.  The Office of the Interconnection shall no longer be required to 

review costs and benefits of constructing Economic-based Enhancements and Expansions once:  

(i) a certificate of public convenience and necessity or its equivalent is granted by the state or 

relevant regulatory authority in which such enhancements or expansions will be located; or (ii) if 

a certificate of public convenience and necessity or its equivalent is not required by the state or 

relevant regulatory authority in which an economic-based enhancement or expansion will be 

located, once construction activities commence at the project site.   

 

(g) 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 or Expansions is 

consistent with the new Economic-based Enhancements or Expansions as recommended in the 

market efficiency analysis. 

 

(h) At any time, market participants may submit to the Office of the Interconnection requests 

to interconnect Merchant Transmission Facilities or generation facilities pursuant to the Tariff, 

Parts IV and VI 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, the Tariff, Part VI, Subpart B, section 216, as applicable, 

shall apply to the project. 

 

(i) 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) Timely installation of Qualifying Transmission Upgrades, that are 

committed to the PJM Region as a result of any Reliability Pricing 

Model Auction pursuant to the Tariff, Attachment DD or any FRR 

Capacity Plan pursuant to the RAA, Schedule 8.1. 

 

(ii) Availability of Generation Capacity Resources, as defined by the 

RAA, section 1.33, that are committed to the PJM Region as a 

result of any Reliability Pricing Model Auction pursuant to the 

Tariff, Attachment DD or any FRR Capacity Plan pursuant to the 

RAA, Schedule 8.1. 

 

(iii) Availability of Demand Resources that are committed to the PJM 

Region as a result of any Reliability Pricing Model Auction 

pursuant to the Tariff, Attachment DD or any FRR Capacity Plan 

pursuant to the RAA, Schedule 8.1. 

 

(iv) Addition of Customer Facilities pursuant to an executed 

Interconnection Service Agreement or executed Interim 



 

 

Interconnection Service Agreement for which Interconnection 

Service Agreement is expected to be executed.  Facilities with an 

executed Facilities Study Agreement or suspended Interconnection 

Service Agreement may be included by the Office of the 

Interconnection after review with the Transmission Expansion 

Advisory Committee. 

 

(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 the Tariff, 

Attachment DD. 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 Customer Facilities pursuant 

to an executed Facilities Study Agreement or suspended 

Interconnection Service Agreement, ranked by their commercial 

probability.  Commercial probability utilizes historical data from 

the PJM interconnection queues to determine the likelihood of a 

Customer Facility, pursuant to an executed Facilities Study 

Agreement or suspended Interconnection Service Agreement, 

reaching commercial operation.  If the Office of the 

Interconnection finds that the PJM reserve requirement is not met 

in any of its future year market efficiency analyses, following 

inclusion of the Customer Facilities discussed above in this section 

1.5.7(i)(vii), then it will model adequate future generation based on 

type and location of generation in existing PJM interconnection 

queues and, if necessary, add transmission enhancements to 

address congestion that arises from such modeling. 

 

(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. 

 

(j) 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 

analyses consistent with the Operating Agreement, Schedule 6, section 1.5.3 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, Immediate-need 

Reliability Projects, and Economic-based Enhancements or Expansions. 

 

(a) Pre-Qualification Process.   

 

 (a)(1) On September 1 of each year, the Office of the Interconnection shall open a 

thirty-day pre-qualification window for entities, including existing Transmission Owners and 

Nonincumbent Developers, to submit to the Office of the Interconnection: (i) applications to pre-

qualify as eligible to be a Designated Entity; or (ii) updated information as described in the 

Operating Agreement, Schedule 6, section 1.5.8(a)(3).  Pre-qualification applications shall 

contain 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 or its affiliate’s, partner’s, or 

parent company’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 or its affiliate, partner, or parent company to address and timely remedy 

failure of facilities; (ix) a description of the experience of the entity or its affiliate, partner, or 

parent company 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 Operating Agreement, Schedule 6, section 1.5.8(a).   



 

 

 

 (a)(2) No later than October 31, the Office of the Interconnection shall notify the entities 

that submitted pre-qualification applications or updated information during the annual thirty-day 

pre-qualification window, whether they are, or will continue to be, pre-qualified as eligible to be 

a Designated Entity.  In the event the Office of the Interconnection determines that an entity (i) is 

not, or no longer will continue to be, pre-qualified as eligible to be a Designated Entity, or (ii) 

provided insufficient information to determine pre-qualification, the Office of the 

Interconnection shall inform that the entity it is not pre-qualified and include in the notification 

the basis for its determination.  The entity then may submit additional information, which the 

Office of the Interconnection shall consider in re-evaluating whether the entity is, or will 

continue to be, pre-qualified as eligible to be a Designated Entity.  If the entity submits 

additional information by November 30, the Office of the Interconnection shall notify the entity 

of the results of its re-evaluation no later than December 15.  If the entity submits additional 

information after November 30, the Office of the Interconnection shall use reasonable efforts to 

re-evaluate the application, with the additional information, and notify the entity of its 

determination as soon as practicable.  No later than December 31, the Office of the 

Interconnection shall post on the PJM website the list of entities that are pre-qualified as eligible 

to be Designated Entities.  If an entity is notified by the Office of the Interconnection that it does 

not pre-qualify or will not continue to be pre-qualified as eligible to be a Designated Entity, such 

entity may request dispute resolution pursuant to the Operating Agreement, Schedule 5.   

 

 (a)(3) In order to continue to pre-qualify as eligible to be a Designated Entity, such 

entity must confirm its information with the Office of the Interconnection no later than three 

years following its last submission or sooner if necessary as required below.  In the event the 

information on which the entity’s pre-qualification is based changes with respect to the 

upcoming year, such entity must submit to the Office of the Interconnection all updated 

information during the annual thirty-day pre-qualification window and the timeframes for 

notification in the Operating Agreement, Schedule 6, section 1.5.8(a)(2) shall apply.   In the 

event the information on which the entity’s pre-qualification is based changes with respect to the 

current year, such entity must submit to the Office of the Interconnection all updated information 

at the time the information changes and the Office of the Interconnection shall use reasonable 

efforts to evaluate the updated information and notify the entity of its determination as soon as 

practicable.   

 (a)(4) As determined by the Office of the Interconnection, an entity may submit a pre-

qualification application outside the annual thirty-day pre-qualification window for good cause 

shown.  For a pre-qualification application received outside of the annual thirty-day pre-

qualification window, the Office of the Interconnection shall use reasonable efforts to process the 

application and notify the entity as to whether it pre-qualifies as eligible to be a Designated 

Entity as soon as practicable.   

 

 (a)(5) To be designated as a Designated Entity for any project proposed pursuant to the 

Operating Agreement, Schedule 6, section 1.5.8, existing Transmission Owners and 

Nonincumbent Developers must be pre-qualified as eligible to be a Designated Entity pursuant to 

this Operating Agreement, Schedule 6, section 1.5.8(a).  This Operating Agreement, Schedule 6, 

section 1.5.8(a) 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.  Following 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 

Operating Agreement, Schedule 6 and the PJM Manuals, and after consideration of non-

transmission solutions,  and prior to evaluating potential enhancements and expansions to the 

Transmission System, the Office of the Interconnection shall publicly post on the PJM website 

all transmission need information, including violations, system conditions, EOL Notifications, 

EOL 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, which could be addressed by potential Short-term Projects, 

Long-lead Projects or projects determined pursuant to the State Agreement Approach in the 

Operating Agreement, Schedule 6, section 1.5.9, as applicable.  Such posting shall support the 

role of the Subregional RTEP Committees in the development of the Local Plans and support the 

role of the Transmission Expansion Advisory Committee in the development of the Regional 

Transmission Expansion Plan.  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.  In addition to the Transmission 

System needs referenced above, the Office of the Interconnection will post a combined list of 

Transmission Facilities that are listed in the EOL Look-Ahead Programs as having EOL 

Conditions within the 10-year horizon. 

 

(c) Project Proposal Windows.  The Office of the Interconnection shall provide notice to 

stakeholders of a 60-day proposal window for Short-term Projects and a 120-day proposal 

window for Long-lead Projects and Economic-based Enhancements or Expansions.  The 

specifics regarding whether or not the following types of violations or projects are subject to a 

proposal window are detailed in the Operating Agreement, Schedule 6, section 1.5.8(m) for 

Immediate-need Reliability Projects; Operating Agreement, Schedule 6, section 1.5.8(n) for 

reliability violations on transmission facilities below 200 kV; and Operating Agreement, 

Schedule 6, section 1.5.8(p) for violations on transmission substation equipment.  The Office of 

Interconnection may shorten a proposal window should an identified need require a shorter 

proposal window to meet the needed in-service date of the proposed enhancements or 

expansions, or extend a proposal window as needed to accommodate updated information 

regarding system conditions.  The Office of the Interconnection may shorten or lengthen a 

proposal window that is not yet opened based on one or more of the following criteria: (1) 

complexity of the violation or system condition; and (2) whether there is sufficient time 

remaining in the relevant planning cycle to accommodate a standard proposal window and timely 

address the violation or system condition.  The Office of the Interconnection may lengthen a 

proposal window that already is opened based on or more of the following criteria: (i) changes in 

assumptions or conditions relating to the underlying need for the project, such as load growth or 

Reliability Pricing Model auction results; (ii) availability of new or changed information 

regarding the nature of the violations and the facilities involved; and (iii) time remaining in the 

relevant proposal window.  In the event that the Office of the Interconnection determines to 

lengthen or shorten a proposal window, it will post on the PJM website the new proposal 

window period and an explanation as to the reasons for the change in the proposal window 

period.  During these windows, the Office of the Interconnection will accept proposals from 



 

 

existing Transmission Owners and Nonincumbent Developers for potential enhancements or 

expansions to address the posted violations, system conditions, economic constraints, as well as 

Public Policy Requirements.   

 

 (c)(1) All 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; (vi) cost estimates and analyses that provide sufficient detail for the 

Office of Interconnection to review and analyze the proposed cost of the project; and (vii) with 

the exception of project proposals submitted with cost estimates of $5 million or less, a $5,000 

non-refundable deposit must be included with each project proposal submitted by a proposing 

entity that indicates an intention to be the Designated Entity. 

 

  (c)(1)(i)  In addition, any proposing entity indicating its intention to be the 

Designated Entity will be responsible for and must pay all actual costs incurred by the 

Transmission Provider to evaluate the submitted project proposal.  To the extent the 

Transmission Provider incurs costs to evaluate multiple submitted project proposals where such 

costs are not severable by individual project proposal, the Transmission Provider shall invoice 

equal shares of the non-severable costs among the project proposals that cause such non-

severable costs to be incurred.  Notwithstanding this method of invoicing non-severable costs, 

non-severable costs will be jointly and severally owed by the proposing entities that cause such 

costs to be incurred. 

 

  (c)(1)(ii)  All non-refundable deposits will be credited towards the actual costs 

incurred by the Transmission Provider as a result of the evaluation of a submitted project 

proposal. 

 

  (c)(1)(iii)  Following the close of a proposal window but before the Transmission 

Provider incurs any third-party consultant work costs to evaluate a submitted project proposal, 

the Transmission Provider will issue to the proposing entity an initial invoice seeking payment of 

estimated costs to evaluate each submitted project proposal.  The estimated costs will be 

determined by considering the:  potential cost of consultant work, historical estimates for project 

proposals of similar scope, complexity and nature of the need, and/or technology and nature of 

the project proposal.  The Transmission Provider may issue additional invoices to the proposing 

entity prior to the completion of the evaluation activities associated with a project proposal if the 

Transmission Provider receives updated actual cost information and/or upon consideration of the 

factors specified in this section. 

 

  (c)(1)(iv)  At the completion of the evaluation activities associated with a project 

proposal, the Transmission Provider will reconcile the actual costs with monies paid and, to the 

extent necessary, issue either a final invoice or refund. 

 



 

 

  (c)(1)(v)  The proposing party must pay any invoiced costs within fifteen (15) 

calendar days of the Transmission Provider sending the invoice to the proposing entity or its 

agent.  For good cause shown, this fifteen (15) calendar day time period may be extended by the 

Transmission Provider.  If the proposing entity fails to pay any invoice within the time period 

specified and/or extended by the Transmission Provider in accordance with this section, the 

proposing entity’s pre-qualification status may be suspended and the proposing entity will be 

ineligible to be a Designated Entity for any projects that do not yet have an executed Designated 

Entity Agreement.  Such a suspension and/or ineligibility will remain in place until the proposing 

entity pays in full all outstanding monies owed to the Transmission Provider as a result of the 

evaluation of the proposing entity’s project proposal(s).   

 

 (c)(2) Proposals from all entities (both existing Transmission Owners and 

Nonincumbent Developers) that indicate the entity intends to be a Designated Entity, also must 

contain information to the extent not previously provided pursuant to the Operating Agreement, 

Schedule 6, 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 binding cost commitment proposal the entity may wish to submit; and (viii) any 

other information that may assist the Office of the Interconnection in evaluating the proposed 

project.  To the extent that an entity submits a cost containment proposal the entity shall submit 

sufficient information for the Office of Interconnection to determine the binding nature of the 

proposal with respect to critical elements of project development.  PJM may not alter the 

requirements for proposal submission to require the submission of a binding cost containment 

proposal, in whole or in part, or otherwsise mandate or unilaterally alter the terms of any such 

proposal or the requirements for proposal submission, the submission of any such proposals at all 

times remaining voluntary.   

 

 (c)(3) The Office of the Interconnection may request additional reports or information 

from an existing Transmission Owner or Nonincumbent Developers that it determines are 

reasonably necessary to evaluate its specific project proposal pursuant to the criteria set forth in 

the Operating Agreement, Schedule 6, sections 1.5.8(e) and 1.5.8(f).  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 the Operating Agreement, Schedule 6, section 1.5.8(c)(3) 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 (whether an 

existing Transmission Owner or Nonincumbent Developer) 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.   

 

 (c)(5) Within 30 days of the closing of the proposal window, the Office of the 

Interconnection may notify the proposing entity that additional per project fees are required if the 

Office of the Interconnection determines the proposing entity’s submittal includes multiple 

project proposals. Within 10 Business Days of receipt of the notification of insufficient funds by 

the Office of the Interconnection, the proposing entity shall submit such funds or notify the 

Office of the Interconnection which of the project proposals the Office of the Interconnection 

should evaluate based on the fee(s) submitted. 

 

(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 the 

Operating Agreement, Schedule 6, section 1.5.8(c).  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 the 

Operating Agreement, Schedule 6, section 1.5.9.  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 the Operating Agreement, Schedule 6, sections 1.5.8(e) and 

1.5.8(f).  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 Operating Agreement, 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 the 



 

 

Operating Agreement, Schedule 6, 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 the Operating 

Agreement, Schedule 6, section 1.5.3, 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, EOL Notifications, 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 the Operating Agreement, Schedule 6, section 1.5.7(d); (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, EOL 

Conditions, economic efficiency issues or federal Public Policy Requirements or state Public 

Policy Requirements identified by the states in the PJM Region; and (iv) the ability to timely 

complete the project, and project development feasibility; and (v) other factors such as cost-

effectiveness, including the quality and effectiveness of any voluntary-submitted binding cost 

commitment proposal related to Transmission Facilities which caps project construction costs 

(either in whole or in part), project total return on equity (including incentive adders), or capital 

structure.  In scrutinizing the cost of project proposals, the Office of Interconnection shall 

determine for each project finalist’s proposal, including any Transmission Owner Upgrades, the 

comparative risks to be borne by ratepayers as a result of the proposal’s binding cost 

commitment or the use of non-binding cost estimates.  Such comparative analysis shall detail, in 

a clear and transparent manner, the method by which the Office of Interconnection scrutinized 

the cost and overall cost-effectiveness of each finalist’s proposal, including any binding cost 

commitments.  Such comparative analysis shall be presented to the TEAC for review and 

comment.  In evaluating any cost, ROE and/or capital structure proposal, PJM is not making a 

determination that the cost, ROE or capital structure results in just and reasonable rates, which 

shall be addressed in the required rate filing with the FERC.  Stakeholders seeking to dispute a 

particular ROE analysis utilized in the selection process may address such disputes with the 

Designated Entity in the applicable rate proceeding where the Designated Entity seeks approval 

of such rates from the Commission.  Neither PJM, the Designated Entity nor any stakeholders 

are waiving any of their respective FPA section 205 or 206 rights through this process.  

Challenges to the Designated Entity Agreements are subject to the just and reasonable standard. 

 

(f) Entity-Specific Criteria Considered in Determining the Designated Entity for a 

Project.  In determining whether the entity proposing a Short-term Project, Long-lead Project or 

Economic-based Enhancement or Expansion 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 Operating Agreement, Schedule 6, section 1.5.8(a); (iii) 

information provided either in the proposing entity’s submission  pursuant to the Operating 

Agreement, Schedule 6, 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, including but not limited to whether the proposal includes the 

entity’s previously designated project(s) included in the plan.   

 

(g) Procedures if No Long-lead Project or Economic-based Enhancement or Expansion 

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, or system condition, the Office of the Interconnection may re-evaluate 

and re-post on the PJM website the unresolved violations, or system conditions pursuant to the 

Operating Agreement, Schedule 6, 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, or system condition 

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 develop and post on the PJM website a transmission solution construction 

timeline for input and review by the Transmission Expansion Advisory Committee that will 

include factors such as, but not limited to: (i) deadlines for obtaining regulatory approvals, (ii) 

dates by which long lead equipment should be acquired, (iii) the time necessary to complete a 

proposed solution to meet the required in-service date, and (iv) other time-based factors 

impacting the feasibility of achieving the required in-service date.  Based on input from the 

Transmission Expansion Advisory Committee and the time frames set forth in the construction 

timeline, the Office of the Interconnection shall determine whether there is sufficient time to 

conduct a re-evaluation and re-post and timely address the existing and projected limitations on 

the Transmission System that give rise to the need for an enhancement or expansion.  To the 

extent that an EOL Notification or economic constraint remains unaddressed, the EOL 

Notification or economic constraint will be re-evaluated and re-posted. 

 

(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 15 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:  (i) the needed in-service date of the project; and (ii) a date by 

which all necessary state approvals should be obtained to timely meet the needed in-service date 

of the project.  The Office of the Interconnection shall use these dates as part of its on-going 

monitoring of the progress of the project to ensure that the project is completed by its needed in-

service date.  

 

(j) Acceptance of Designation.  Within 30 days of receiving notification of its designation 

as a Designated Entity, the existing Transmission Owner or Nonincumbent Developer shall 

notify the Office of the Interconnection of its acceptance of such designation and submit to the 

Office of the Interconnection a development schedule, which shall include, but not be limited to, 

milestones necessary to develop and construct the project to achieve the required in-service date, 

including milestone dates for obtaining all necessary authorizations and approvals, including but 

not limited to, state approvals.  For good cause shown, the Office of the Interconnection may 

extend the deadline for submitting the development schedule.  The Office of the Interconnection 

then shall review the development schedule and within 15 days or other reasonable time as 

required by the Office of the Interconnection:  (i) notify the Designated Entity of any issues 

regarding the development schedule identified by the Office of the Interconnection that may 

need to be addressed to ensure that the project meets its needed in-service date; and (ii) tender to 

the Designated Entity an executable Designated Entity Agreement setting forth the rights and 

obligations of the parties.  To retain its status as a Designated Entity, within 60 days of receiving 

an executable Designated Entity Agreement (or other such period as mutually agreed upon by the 

Office of the Interconnection and the Designated Entity), the Designated Entity (both existing 

Transmission Owners and Nonincumbent Developers) shall submit to the Office of the 

Interconnection 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 return to the 

Office of the Interconnection an executed Designated Entity Agreement containing a mutually 

agreed upon development schedule.  In the alternative, the Designated Entity may request 

dispute resolution pursuant to the Operating Agreement, Schedule 5, or request that the 

Designated Entity Agreement be filed unexecuted with the Commission.   

 

(k) Failure of Designated Entity to Meet Milestones.  In the event the Designated Entity 

fails to comply with one or more of the requirements of the Operating Agreement, Schedule 6, 

section 1.5.8(j); or fails to meet a milestone in the development schedule set forth in the 

Designated Entity Agreement 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. 

 

(l) Transmission Owners Required to be the Designated Entity.  Notwithstanding 

anything to the contrary in this Operating Agreement, Schedule 6, section 1.5.8, in all events, the 

Transmission Owner(s) in whose Zone(s) a project proposed pursuant to the Operating 

Agreement, Schedule 6, section 1.5.8(c) is to be located will be the Designated Entity for the 

project, when the Short-term Project or Long-lead Project is:  (i) a Transmission Owner 

Upgrade; (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) Pursuant to the expansion planning process set forth in Operating Agreement, 

Schedule 6, sections 1.5.1 through 1.5.6, the Office of the Interconnection shall identify 

immediate reliability needs that must be addressed within three years or less.  For those 

immediate reliability needs for which PJM determines a proposal window may not be feasible, 

PJM shall identify and post such immediate need reliability criteria violations and system 

conditions for review and comment by the Transmission Expansion Advisory Committee and 

other stakeholders.  Following review and comment, the Office of the Interconnection shall 

develop Immediate-need Reliability Projects for which a proposal window pursuant to the 

Operating Agreement, Schedule 6, section 1.5.8(m)(2) is infeasible.  The Office of the 

Interconnection shall consider the following factors in determining the infeasibility of such a 

proposal window: (i) nature of the reliability criteria violation; (ii) nature and type of potential 

solution required; and (iii) projected construction time for a potential solution to the type of 

reliability criteria violation to be addressed.  The Office of the Interconnection shall post on the 

PJM website for review and comment by the Transmission Expansion Advisory Committee and 

other stakeholders descriptions of the Immediate-need Reliability Projects for which a proposal 

window pursuant to the Operating Agreement, Schedule 6, section 1.5.8(m)(2) is infeasible.  The 

descriptions shall include an explanation of the decision to designate the Transmission Owner as 

the Designated Entity for the Immediate-need Reliability Project rather than conducting a 

proposal window pursuant to the Operating Agreement, Schedule 6, section 1.5.8(m)(2), 

including an explanation of the time-sensitive need for the Immediate-need Reliability Project, 

other transmission and non-transmission options that were considered but concluded would not 

sufficiently address the immediate reliability need, the circumstances that generated the 



 

 

immediate reliability need, and why the immediate reliability need was not identified earlier.  

After the descriptions are posted on the PJM website, stakeholders shall have reasonable 

opportunity to provide comments to the Office of the Interconnection.  All comments received 

by the Office of the Interconnection shall be publicly available on the PJM website.  Based on 

the comments received from stakeholders and the review by Transmission Expansion Advisory 

Committee, 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.  In January of each year, the Office of the 

Interconnection shall post on the PJM website and file with the Commission for informational 

purposes a list of the Immediate-need Reliability Projects for which an existing Transmission 

Owner was designated in the prior year as the Designated Entity in accordance with this 

Operating Agreement, Schedule 6, section 1.5.8(m)(1).  The list shall include the need-by date of 

Immediate-need Reliability Project and the date the Transmission Owner actually energized the 

Immediate-need Reliability Project. 

 

 (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 Immediate-need 

Reliability Project proposals, including an explanation of the time-sensitive need for an 

Immediate-need Reliability Project and provide notice to stakeholders of a shortened proposal 

window.  Proposals must contain the information required in the Operating Agreement, Schedule 

6, 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 the Operating Agreement, Schedule 6, 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 the 

Operating Agreement, Schedule 6, section 1.5.8(i), 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 the Operating Agreement, Schedule 6, 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 the 

Operating Agreement, Schedule 6, section 1.5.8(m)(1). 

 

(n) Reliability Violations on Transmission Facilities Below 200 kV.  Pursuant to the 

expansion planning process set forth in the Operating Agreement, Schedule 6, sections 1.5.1 



 

 

through 1.5.6, the Office of the Interconnection shall identify reliability violations on facilities 

below 200 kV.  The Office of the Interconnection shall not post such a violation pursuant to the 

Operating Agreement, Schedule 6, section 1.5.8(b) for inclusion in a proposal window pursuant 

to the Operating Agreement, Schedule 6, section 1.5.8(c) unless the identified violation(s) 

satisfies one of the following exceptions:  (i) the violation arises from an EOL Notification or 

EOL Condition; (ii) the reliability violations are thermal overload violations identified on 

multiple transmission lines and/or transformers rated below 200 kV that are impacted by a 

common contingent element, such that multiple reliability violations could be addressed by one 

or more solutions, including but not limited to a higher voltage solution; or (iii) the reliability 

violations are thermal overload violations identified on multiple transmission lines and/or 

transformers rated below 200 kV and the Office of the Interconnection determines that given the 

location and electrical features of the violations one or more solutions could potentially address 

or reduce the flow on multiple lower voltage facilities, thereby eliminating the multiple 

reliability violations.  If the reliability violation is identified on multiple facilities rated below 

200 kV that are determined by the Office of the Interconnection to meet one of the two 

exceptions stated above, the Office of the Interconnection shall post on the PJM website the 

reliability violations to be included in a proposal window consistent with the Operating 

Agreement, Schedule 6, section 1.5.8(c).  If the Office of the Interconnection determines that the 

identified reliability violations do not satisfy anyeither of the two exceptions stated above, the 

Office of the Interconnection shall develop a solution to address the reliability violation on below 

200 kV Transmission Facilities that will not be included in a proposal window pursuant to the 

Operating Agreement, Schedule 6, section 1.5.8(c). The Office of Interconnection shall post on 

the PJM website for review and comment by the Transmission Expansion Advisory Committee 

and other stakeholders descriptions of the below 200 kV reliability violations that will not be 

included in a proposal window pursuant to the Operating Agreement, Schedule 6, section 

1.5.8(c).  The descriptions shall include an explanation of the decision to not include the below 

200 kV reliability violation(s) in Operating Agreement, Schedule 6, section 1.5.8(c) proposal 

window, a description of the facility on which the violation(s) is found, the Zone in which the 

facility is located, and notice that such construction responsibility for and ownership of the 

project that resolves such below 200 kV reliability violation will be designated to the incumbent 

Transmission Owner.  After the descriptions are posted on the PJM website, stakeholders shall 

have reasonable opportunity to provide comments for consideration by the Office of the 

Interconnection.  With the exception of Immediate-need Reliability Projects under the Operating 

Agreement, Schedule 6, section 1.5.8(m), PJM will not select an above 200 kV solution for 

inclusion in the recommended plan that would address a reliability violation on a below 200 kV 

transmission facility without posting the violation for inclusion in a proposal window consistent 

with the Operating Agreement, Schedule 6, section 1.5.8(c).  All written comments received by 

the Office of the Interconnection shall be publicly available on the PJM website. 

(o) [Reserved]   

 

(p) Thermal Reliability Violations on Transmission Substation Equipment.  Pursuant to 

the regional transmission expansion planning process set forth in the Operating Agreement, 

Schedule 6, sections 1.5.1 through 1.5.6, the Office of the Interconnection shall identify thermal 

reliability violations on existing transmission substation equipment.  The Office of the 

Interconnection shall not post such thermal reliability violations pursuant to the Operating 

Agreement, Schedule 6, section 1.5.8(b) for inclusion in a proposal window pursuant to the 



 

 

Operating Agreement, Schedule 6, section 1.5.8(c) if the Office of the Interconnection 

determines that the reliability violations would be more efficiently addressed by an upgrade to 

replace in kind transmission substation equipment with higher rated equipment, excluding power 

transmission transformers, but including station service transformers and instrument 

transformers.  If the Office of the Interconnection determines that the reliability violation does 

not meet the exemption stated above, the Office of the Interconnection shall post on the PJM 

website the reliability violations to be included in a proposal window consistent with the 

Operating Agreement, Schedule 6, section 1.5.8(c).  If the Office of the Interconnection 

determines that the identified thermal reliability violations satisfy the above exemption to the 

proposal window process, the Office of the Interconnection shall post on the PJM website for 

review and comment by the Transmission Expansion Advisory Committee and other 

stakeholders descriptions of the transmission substation equipment thermal reliability violations 

that will not be included in a proposal window pursuant to Operating Agreement, Schedule 6, 

section 1.5.8(c).  The descriptions shall include an explanation of the decision to not include the 

transmission substation equipment thermal reliability violation(s) in Operating Agreement, 

Schedule 6, section 1.5.8(c) proposal window, a description of the facility on which the thermal 

violation(s) is found, the Zone in which the facility is located, and notice that such construction 

responsibility for and ownership of the project that resolves such transmission substation 

equipment thermal violations will be designated to the incumbent Transmission Owner.  After 

the descriptions are posted on the PJM website, stakeholders shall have reasonable opportunity to 

provide comments for consideration by the Office of the Interconnection.  All written comments 

received by the Office of the Interconnection shall be publicly available on the PJM website. 

 

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.  As determined by the authorized state 

governmental entities, such transmission enhancements or expansions may be included in the 

recommended plan, either 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 the Operating 

Agreement, Schedule 6, section 1.5.8(l), the state(s) responsible for cost allocation for a 

Supplemental Project or a state public policy project in accordance with the Operating 

Agreement, Schedule 6, section 1.5.9(a) 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 the Operating Agreement, Schedule 6, section 1.5.8(a).   

 

1.5.10 Multi-Driver Project. 

 

 (a) When a proposal submitted by an existing Transmission Owner or Nonincumbent 

Developer pursuant to Operating Agreement, Schedule 6, section 1.5.8(c) meets the definition of 

a Multi-Driver Project and is designated to be included in the Regional Transmission Expansion 

Plan for purposes of cost allocation, the Office of the Interconnection shall designate the 

Designated Entity for the project as follows:  (i) if the Multi-Driver Project does not contain a 

state Public Policy Requirement component, the Office of the Interconnection shall designate the 

Designated Entity pursuant to the criteria in the Operating Agreement, Schedule 6, section 1.5.8; 

or (ii) if the Multi-Driver Project contains a state Public Policy Requirement component, the 

Office of the Interconnection shall evaluate potential Designated Entity candidates based on the 

criteria in the Operating Agreement, Schedule 6, section 1.5.8, and provide its evaluation to and 

elicit feedback from the sponsoring state governmental entities responsible for allocation of all 

costs of the proposed state Public Policy Requirement component (“state governmental 

entity(ies)”) regarding its evaluation.  Based on its evaluation of the Operating Agreement, 

Schedule 6, section 1.5.8 criteria and consideration of the feedback from the sponsoring state 

governmental entity(ies), the Office of the Interconnection shall designate the Designated Entity 

for the Multi-Driver Project and notify such entity consistent with the Operating Agreement, 

Schedule 6, section 1.5.8(i).  A Multi-Driver Project may be based on proposals that consist of 

(1) newly proposed transmission enhancements or expansions; (2) additions to, or modifications 

of, transmission enhancements or expansions already selected for inclusion in the Regional 

Transmission Expansion Plan; and/or (3) one or more transmission enhancements or expansions 

already selected for inclusion in the Regional Transmission Expansion Plan. 

 

 (b) A Multi-Driver Project may contain an enhancement or expansion that addresses 

a state Public Policy Requirement component only if it meets the requirements set forth in the 

Operating Agreement, Schedule 6, section 1.5.9(a) and its cost allocations are established 

consistent with the Tariff, Schedule 12, section (b)(xii)(B). 

 

 (c) If a state governmental entity(ies) desires to include a Public Policy Requirement 

component after an enhancement or expansion has been included in the Regional Transmission 

Expansion Plan, the Office  of the Interconnection may re-evaluate the relevant reliability-based 

enhancement or expansion, Economic-based Enhancement or Expansion, or Multi-Driver Project 

to determine whether adding the state-sponsored Public Policy Requirement component would 

create a more cost effective or efficient solution to system conditions.  If the Office of the 

Interconnection determines that adding the state-sponsored Public Policy Requirement 

component to an enhancement or expansion already included in the Regional Transmission 

Expansion Plan would result in a more cost effective or efficient solution, the state-sponsored 

Public Policy Requirement component may be included in the relevant enhancement or 

expansion, provided all of the requirements of the Operating Agreement, Schedule 6, section 

1.5.10(b) are met, and cost allocations are established consistent with the Tariff, Schedule 12, 

section (b)(xii)(B). 



 

 

 

 (d) If, subsequent to the inclusion in the Regional Transmission Expansion Plan of a 

Multi-Driver Project that contains a state Public Policy Requirement component, a state 

governmental entity(ies) withdraws its support of the Public Policy Requirement component of a 

Multi-Driver Project, then:  (i) the Office of the Interconnection shall re-evaluate the need for the 

remaining components of the Multi-Driver Project without the state Public Policy Requirement 

component, remove the Multi-Driver Project from the Regional Transmission Expansion Plan, or 

replace the Multi-Driver Project with an enhancement or expansion that addresses remaining 

reliability or economic system needs; (ii) if the Multi-Driver Project is retained in the Regional 

Transmission Expansion Plan without the state Public Policy Requirement component, the costs 

of the remaining components will be allocated in accordance with the Tariff, Schedule 12; (iii) if 

more than one state is responsible for the costs apportioned to the state Public Policy 

Requirement component of the Multi-Driver Project, the remaining state governmental 

entity(ies) shall have the option to continue supporting the state Public Policy component of the 

Multi-Driver Project and if the remaining state governmental entity(ies) choose this option, the 

apportionment of the state Public Policy Requirement component will remain in place and the 

remaining state governmental entity(ies) shall agree upon their respective apportionments; (iv) if 

a Multi-Driver Project must be retained in the Regional Transmission Expansion Plan and 

completed with the State Public Policy component, the state Public Policy Requirement 

apportionment will remain in place and the withdrawing state governmental entity(ies) shall 

continue to be responsible for its/their share of the FERC-accepted cost allocations as filed 

pursuant to the Tariff, Schedule 12, section (b)(xii)(B). 

 

 (e) The actual costs of a Multi-Driver Project shall be apportioned to the different 

components (reliability-based enhancement or expansion, EOL Notification-based enhancement 

or expansion, Economic-based Enhancement or Expansion and/or Public Policy Requirement) 

based on the initial estimated costs of the Multi-Driver Project in accordance with the 

methodology set forth in the Tariff, Schedule 12. 

 

 (f) The benefit metric calculation used for evaluating the market efficiency 

component of a Multi-Driver Project will be based on the final voltage of the Multi-Driver 

Project using the Benefit/Cost Ratio calculation  set  forth in  the  Operating Agreement, 

Schedule 6, section 1.5.7(d) where the Cost component of the calculation is the present value of 

the estimated cost of the enhancement apportioned to the market efficiency component of the 

Multi-Driver Project for each of the first 15 years of the life of the enhancement or expansion. 

 

 (g) Except as provided to the contrary in this Operating Agreement, Schedule 6, 

section 1.5.10 and Operating Agreement, Schedule 6, section 1.5.8 applies to Multi-Driver 

Projects. 

 (h) The Office of the Interconnection shall determine whether a proposal(s) meets the 

definition of a Multi-Driver Project by identifying a more efficient or cost effective solution that 

uses one of the following methods:  (i) combining separate solutions that address reliability, EOL 

Notifications, economics and/or public policy into a single transmission enhancement or 

expansion that incorporates separate drivers into one Multi-Driver Project (“Proportional Multi-

Driver Method”); or (ii) expanding or enhancing a proposed single driver solution to include one 



 

 

or more additional component(s) to address a combination of reliability, EOL Notifications, 

economic and/or public policy drivers (“Incremental Multi-Driver Method”). 

 

(i) In determining whether a Multi-Driver Project may be designated to more than 

one entity, PJM shall consider whether:  (i) the project consists of separable transmission 

elements, which are physically discrete transmission components, such as, but not limited to, a 

transformer, static var compensator or definable linear segment of a transmission line, that can be 

designated individually to a Designated Entity to construct and own and/or finance; and (ii) each 

entity satisfies the criteria set forth in the Operating Agreement, Schedule 6, section 1.5.8(f).  

Separable transmission elements that qualify as Transmission Owner Upgrades shall be 

designated to the Transmission Owner in the Zone in which the facility will be located. 

 



Attachment B 

Revisions to the 
PJM Operating Agreement  

 (Clean Format) 



 

Definitions E - F 

 

Economic-based Enhancement or Expansion: 

 

“Economic-based Enhancement or Expansion” shall mean an enhancement or expansion 

described in Operating Agreement, Schedule 6, section 1.5.7(b) (i) – (iii) that is designed to 

relieve transmission constraints that have an economic impact. 

 

Economic Load Response Participant: 

 

“Economic Load Response Participant” shall mean a Member or Special Member that qualifies 

under Operating Agreement, Schedule 1, section 1.5A, and the parallel provisions of Tariff, 

Attachment K-Appendix, section 1.5A to participate in the PJM Interchange Energy Market 

and/or Ancillary Services markets through reductions in demand. 

 

Economic Maximum: 

 

“Economic Maximum” shall mean the highest incremental MW output level, submitted to PJM 

market systems by a Market Participant, that a unit can achieve while following economic 

dispatch. 

 

Economic Minimum: 

 

“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJM 

market systems by a Market Participant, that a unit can achieve while following economic 

dispatch. 

 

Effective Date: 

 

“Effective Date” shall mean August 1, 1997, or such later date that FERC permits the Operating 

Agreement to go into effect. 

 

Effective FTR Holder: 

 

“Effective FTR Holder” shall mean: 

 

(i) For an FTR Holder that is either a (a) privately held company, or (b) a municipality or 

electric cooperative, as defined in the Federal Power Act, such FTR Holder, together with 

any Affiliate, subsidiary or parent of the FTR Holder, any other entity that is under common 

ownership, wholly or partly, directly or indirectly, or has the ability to influence, directly or 

indirectly, the management or policies of the FTR Holder; or  

 

(ii) For an FTR Holder that is a publicly traded company including a wholly owned 

subsidiary of a publicly traded company, such FTR Holder, together with any Affiliate, 

subsidiary or parent of the FTR Holder, any other PJM Member has over 10% common 



 

ownership with the FTR Holder, wholly or partly, directly or indirectly, or has the ability to 

influence, directly or indirectly, the management or policies of the FTR Holder; or  

 

(iii)  an FTR Holder together with any other PJM Member, including also any Affiliate, 

subsidiary or parent of such other PJM Member, with which it shares common ownership, 

wholly or partly, directly or indirectly, in any third entity which is a PJM Member (e.g., a 

joint venture). 

 

EIDSN, Inc.: 

 

“EIDSN, Inc.” shall mean the nonstock, nonprofit corporation, formerly known as Eastern 

Interconnection Data Sharing Network, Inc., or any successor thereto, that is operated primarily 

for the purpose of developing operating tools and the facilitation of the secure, consistent, 

effective, and efficient sharing of important electric transmission and operational data among 

Reliability Coordinators and other relevant parties to help improve electric industry operations 

and promote the reliable and efficient operation of the bulk electric system in the Eastern 

Interconnection. 

 

Electric Distributor: 

 

“Electric Distributor” shall mean a Member that:  1) owns or leases with rights equivalent to 

ownership electric distribution facilities that are used to provide electric distribution service to 

electric load within the PJM Region; or 2) is a generation and transmission cooperative or a joint 

municipal agency that has a member that owns electric distribution facilities used to provide 

electric distribution service to electric load within the PJM Region. 

 

Emergency: 

 

“Emergency” shall mean:  (i) an abnormal system condition requiring manual or automatic 

action to maintain system frequency, or to prevent loss of firm load, equipment damage, or 

tripping of system elements that could adversely affect the reliability of an electric system or the 

safety of persons or property; or (ii) a fuel shortage requiring departure from normal operating 

procedures in order to minimize the use of such scarce fuel; or (iii) a condition that requires 

implementation of emergency procedures as defined in the PJM Manuals. 

 

Emergency Load Response Program: 

“Emergency Load Response Program” shall mean the program by which Curtailment Service 

Providers may be compensated by PJM for Demand Resources that will reduce load when 

dispatched by PJM during emergency conditions, and is described in Operating Agreement, 

Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-Appendix, section 8.  

 

End of Life (EOL) Condition: 

 

“End of Life (EOL) Condition” shall mean the state of Transmission Facilities that are 

determined by a Transmission Owner, in accordance with the applicable EOL Look-ahead 

Program and EOL Criteria, to be such that it is not prudent to continue to maintain, repair or 



 

refurbish the Transmission Facilities and the Transmission Facilities are therefore projected to 

reach the end of operational life within the EOL Look-ahead Program period.  End of operational 

life shall not be, for purposes of EOL Condition, determined by the Transmission Facilities’ 

service life for accounting or depreciation purposes.  

 

End of Life (EOL) Criteria: 

 

“End of Life (EOL) Criteria” shall mean the posted standards, as contained in its applicable EOL 

Look-ahead Program, applied by a Transmission Owner for the purpose of determining whether 

a Transmission Facility or group of related Transmission Facilities have reached or will, within 

the applicable planning horizon, reach EOL Condition.  The EOL Criteria shall also include the 

basis for which EOL Conditions will be prioritized.  

 

End of Life (EOL) Look-ahead Program: 

 

“End of Life (EOL) Look-ahead Program” shall mean the Transmission Owner-designed, 

specific program for transparently applying EOL Criteria to determine and to prioritize EOL 

Conditions and to make EOL Notifications for all Transmission Facilities.  The EOL Look-ahead 

Program must cover a minimum of 10 years from the date of submission and be comprehensive 

and complete for the Transmission Facilities owned by the Transmission Owner.  

 

End of Life (EOL) Notification: 

 

“End of Life (EOL) Notification” shall mean the notification, binding on the Transmission 

Owner for PJM planning purposes, and documentation required in Operating Agreement, 

Schedule 6 to be given by Transmission Owners to the Office of the Interconnection and 

stakeholders declaring Transmission Facilities to have reached the end of operational life and for 

which the Office of Interconnection shall plan an EOL Project, if necessary.  Any EOL 

Notification is subject to Operating Agreement, Schedule 6, section 1.5.8(p).  

 

End of Life (EOL) Project: 

 

“End of Life (EOL) Project” shall mean a Regional RTEP Project or Subregional RTEP Project 

developed by the Office of the Interconnection that is intended to address Transmission Facilities 

(or set of related Transmission Facilities) that has, or will within the applicable planning horizon, 

reach EOL Condition or for which an EOL Notification has been received by the Office of the 

Interconnection.  Such EOL Project may combine more than one: (i) EOL Notification, (ii) EOL 

Condition, or (iii) any other Regional Transmission Expansion Plan planning criteria. 

 

End-Use Customer: 

 

“End-Use Customer” shall mean a Member that is a retail end-user of electricity within the PJM 

Region.  For purposes of Member Committee classification, a Member that is a retail end-user 

that owns generation may qualify as an End-Use customer if:  (1) the average physical unforced 

capacity owned by the Member and its affiliates in the PJM region over the five Planning Periods 

immediately preceding the relevant Planning Period does not exceed the average PJM capacity 



 

obligation for the Member and its affiliates over the same time period; or (2) the average energy 

produced by the Member and its affiliates within the PJM region over the five Planning Periods 

immediately preceding the relevant Planning Period does not exceed the average energy 

consumed by that Member and its affiliates within the PJM region over the same time period.  

The foregoing notwithstanding, taking retail service may not be sufficient to qualify a Member 

as an End-Use Customer. 

 

Energy Market Opportunity Cost: 

 

“Energy Market Opportunity Cost” shall mean the difference between (a) the forecasted cost to 

operate a specific generating unit when the unit only has a limited number of available run hours 

due to limitations imposed on the unit by Applicable Laws and Regulations and (b) the 

forecasted future Locational Marginal Price at which the generating unit could run while not 

violating such limitations.  Energy Market Opportunity Cost therefore is the value associated 

with a specific generating unit’s lost opportunity to produce energy during a higher valued period 

of time occurring within the same compliance period, which compliance period is determined by 

the applicable regulatory authority and is reflected in the rules set forth in PJM Manual 15.  

Energy Market Opportunity Costs shall be limited to those resources which are specifically 

delineated in Operating Agreement, Schedule 2. 

 

Energy Storage Resource: 
 

“Energy Storage Resource” shall mean a resource capable of receiving electric energy from the 

grid and storing it for later injection to the grid that participates in the PJM Energy, Capacity 

and/or Ancillary Services markets as a Market Participant. 

 

Energy Storage Resource Model Participant:  

 

“Energy Storage Resource Model Participant” shall mean an Energy Storage Resource utilizing 

the Energy Storage Resource Participation Model.   

 

Energy Storage Resource Participation Model:  

 

“Energy Storage Resource Participation Model” shall mean the participation model accepted by 

the Commission in Docket No. ER19-469-000. 

 

Equivalent Load: 

 

“Equivalent Load” shall mean the sum of a Market Participant’s net system requirements to 

serve its customer load in the PJM Region, if any, plus its net bilateral transactions. 

 

Extended Primary Reserve Requirement: 

 

“Extended Primary Reserve Requirement” shall equal the Primary Reserve Requirement in a 

Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves scheduled under 



 

emergency conditions necessary to address operational uncertainty.  The Extended Primary 

Reserve Requirement is calculated in accordance with the PJM Manuals.  

 

Extended Synchronized Reserve Requirement: 

 

“Extended Synchronized Reserve Requirement” shall equal the Synchronized Reserve 

Requirement in a Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves 

scheduled under emergency conditions necessary to address operational uncertainty. The 

Extended Synchronized Reserve Requirement is calculated in accordance with the PJM Manuals. 

 

External Market Buyer: 

 

“External Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM 

Interchange Energy Market for consumption by end-users outside the PJM Region, or for load in 

the PJM Region that is not served by Network Transmission Service. 

 

External Resource: 

 

“External Resource” shall mean a generation resource located outside the metered boundaries of 

the PJM Region. 

 

FERC or Commission: 

 

“FERC” or “Commission” shall mean the Federal Energy Regulatory Commission or any 

successor federal agency, commission or department exercising jurisdiction over the Tariff, 

Operating Agreement and Reliability Assurance Agreement. 

 

Final Offer: 
  

“Final Offer” shall mean the offer on which a resource was dispatched by the Office of the 

Interconnection for a particular clock hour for an Operating Day. 

 

Finance Committee: 

 

“Finance Committee” shall mean the body formed pursuant to Operating Agreement, section 

7.5.1. 

 

Financial Transmission Right: 

 

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion 

Credits as specified in Operating Agreement, Schedule 1, section 5.2.2, and the parallel 

provisions of Tariff, Attachment K-Appendix, section 5.2.2. 

 

Financial Transmission Right Obligation: 

 



 

“Financial Transmission Right Obligation” shall mean a right to receive Transmission 

Congestion Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(b), and the 

parallel provisions of Tariff, Attachment K-Appendix, section 5.2.2(c). 

 

Financial Transmission Right Option: 

 

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion 

Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(c), and the parallel 

provisions of Tariff, Attachment K-Appendix, section 5.2.2(c). 

 

Flexible Resource:   

“Flexible Resource” shall mean a generating resource that must have a combined Start-up Time 

and Notification Time of less than or equal to two hours; and a Minimum Run Time of less than 

or equal to two hours. 

 

Form 715 Planning Criteria: 

 

“Form 715 Planning Criteria” shall mean individual Transmission Owner FERC-filed planning 

criteria as described in Operating Agreement, Schedule 6, section 1.2(e) and filed with FERC 

Form No. 715 and posted on the PJM website. 

 

FTR Holder: 

 

“FTR Holder” shall mean the PJM Member that has acquired and possesses an FTR. 

 

Fuel Cost Policy: 

“Fuel Cost Policy” shall mean the document provided by a Market Seller to PJM and the Market 

Monitoring Unit in accordance with PJM Manual 15 and Operating Agreement, Schedule 2, 

which documents the Market Seller’s method used to price fuel for calculation of  the Market 

Seller’s cost-based offer(s)for a generation resource. 



 

 

Definitions I - L 

 

Immediate-need Reliability Project: 

 

“Immediate-need Reliability Project” shall mean a reliability-based transmission enhancement or 

expansion that the Office of the Interconnection has identified to resolve a need that must be 

addressed within 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  Operating Agreement, 

Schedule 6, section 1.5.3. 

 

Inadvertent Interchange:  

 

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net 

scheduled energy flow into or out of the individual Control Areas operated by PJM. 

 

Increment Offer: 

 

“Increment Offer” shall mean a type of Virtual Transaction that is an offer to sell energy at a 

specified location in the Day-ahead Energy Market.  A cleared Increment Offer results in 

scheduled generation at the specified location in the Day-ahead Energy Market. 

 

Incremental Energy Offer: 

 

“Incremental Energy Offer” shall mean offer segments comprised of a pairing of price (in dollars 

per MWh) and megawatt quantities, which must be a non-decreasing function and taken together 

produce all of the energy segments above a resource’s Economic Minimum. No-load Costs are 

not included in the Incremental Energy Offer. 

 

Incremental Multi-Driver Project: 

 

“Incremental Multi-Driver Project” shall mean a Multi-Driver Project that is planned as 

described in Operating Agreement, Schedule 6, section 1.5.10(h). 

 

Information Request: 

 

“Information Request” shall mean a written request, in accordance with the terms of the 

Operating Agreement for disclosure of confidential information pursuant to Operating 

Agreement, section 18.17.4. 

 

Interface Pricing Point: 

 

“Interface Pricing Point” shall have the meaning specified in Operating Agreement, Schedule 1, 

section 2.6A, and the parallel provisions of Tariff, Attachment K-Appendix, section 2.6A. 

 

Internal Market Buyer:  



 

 

 

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM 

Interchange Energy Market for ultimate consumption by end-users inside the PJM Region that 

are served by Network Transmission Service 

 

Interregional Transmission Project: 

 

“Interregional Transmission Project” shall mean transmission facilities that would be located 

within two or more neighboring transmission planning regions and are determined by each of 

those regions to be a more efficient or cost effective solution to regional transmission needs. 

 

LLC: 

 

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

 

Load Management: 

 

“Load Management” shall mean a Demand Resource (“DR”) as defined in the Reliability 

Assurance Agreement. 

 

Load Management Event: 

 

“Load Management Event” shall mean a) a single temporally contiguous dispatch of Demand 

Resources in a Compliance Aggregation Area during an Operating Day, or b) multiple dispatches 

of Demand Resources in a Compliance Aggregation Area during an Operating Day that are 

temporally contiguous. 

 

Load Reduction Event: 

 

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for 

the purpose of participating in the PJM Interchange Energy Market. 

 

Load Serving Charging Energy:  

 

“Load Serving Charging Energy” shall mean energy that is purchased from the PJM Interchange 

Energy Market and stored in an Energy Storage Resource for later resale to end-use load. 

 

Load Serving Entity: 

 

“Load Serving Entity” or “LSE” shall mean any entity (or the duly designated agent of such an 

entity), including a load aggregator or power marketer, (i) serving end-users within the PJM 

Region, and (ii) 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.  

Load Serving Entity shall include any end-use customer that qualifies under state rules or a 

utility retail tariff to manage directly its own supply of electric power and energy and use of 

transmission and ancillary services.  



 

 

 

Local Plan: 

 

“Local Plan” shall include Supplemental Projects as identified by the Transmission Owners 

within their zone and Subregional RTEP projects developed to comply with all applicable 

reliability criteria, including Transmission Owners’ planning criteria or based on market 

efficiency analysis and in consideration of Public Policy Requirements.   

 

Location: 

 

“Location” as used in the Economic Load Response rules shall mean an end-use customer site as 

defined by the relevant electric distribution company account number. 

 

Locational Marginal Price: 

 

“Locational Marginal Price” or “LMP” shall mean the  market clearing marginal price for energy 

at the location the energy is delivered or received, calculated as specified in Operating 

Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix, 

section 2. 

 

LOC Deviation:   

 

“LOC Deviation,” shall mean, for units other than wind units, the LOC Deviation shall equal the 

desired megawatt amount for the resource determined according to the point on the Final Offer 

curve corresponding to the Real-time Settlement Interval real-time Locational Marginal Price at 

the resource’s bus and adjusted for any Regulation or Tier 2 Synchronized Reserve assignments 

and limited to the lesser of the unit’s Economic Maximum or the unit’s Generation Resource 

Maximum Output, minus the actual output of the unit.  For wind units, the LOC Deviation shall 

mean the deviation of the generating unit’s output equal to the lesser of the PJM forecasted 

output for the unit or the desired megawatt amount for the resource determined according to the 

point on the Final Offer curve corresponding to the Real-time Settlement Interval real-time 

Locational Marginal Price at the resource’s bus, and shall be limited to the lesser of the unit’s 

Economic Maximum or the unit’s Generation Resource Maximum Output, minus the actual 

output of the unit. 

 

Long-lead Project: 

 

“Long-lead Project” shall mean a transmission enhancement or expansion with an in-service date 

more than five years from the year in which, pursuant to Operating Agreement, Schedule 6, 

section 1.5.8(c), the Office of the Interconnection posts the violations, system conditions, EOL 

Notification, or Public Policy Requirements to be addressed by the enhancement or expansion. 

 

Loss Price: 

 

“Loss Price” shall mean the loss component of the Locational Marginal Price, which is the effect 

on transmission loss costs (whether positive or negative) associated with increasing the output of 



 

 

a generation resource or decreasing the consumption by a Demand Resource based on the effect 

of increased generation from or consumption by the resource on transmission losses, calculated 

as specified in Operating Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, 

Attachment K-Appendix, section 2. 

 

 



 

 

Definitions M - N 

 

M2M Flowgate: 

 

“M2M Flowgate” shall have the meaning provided in the Joint Operating Agreement between 

the Midcontinent Independent Transmission System Operator, Inc. and PJM Interconnection, 

L.L.C. 

 

Maintenance Adder:   

 

“Maintenance Adder” shall mean an adder that may be included to account for variable operation 

and maintenance expenses in a Market Seller’s Fuel Cost Policy.  The Maintenance Adder is 

calculated in accordance with the applicable provisions of PJM Manual 15, and may only include 

expenses incurred as a result of electric production. 

 

Market Buyer:  

 

“Market Buyer” shall mean a Member that has met reasonable creditworthiness standards 

established by the Office of the Interconnection and/or PJMSettlement in Tariff, Attachment Q, 

and that is otherwise able to make purchases in the PJM Interchange Energy Market. 

 

Market Monitoring Unit or MMU: 

 

“Market Monitoring Unit” or “MMU” shall mean the independent Market Monitoring Unit 

defined in 18 CFR § 35.28(a)(7) and established under the PJM Market Monitoring Plan 

(Attachment M) to the PJM Tariff that is responsible for implementing the Market Monitoring 

Plan, including the Market Monitor.  The Market Monitoring Unit may also be referred to as the 

IMM or Independent Market Monitor for PJM. 

 

Market Operations Center: 

 

“Market Operations Center” shall mean the equipment, facilities and personnel used by or on 

behalf of a Market Participant to communicate and coordinate with the Office of the 

Interconnection in connection with transactions in the PJM Interchange Energy Market or the 

operation of the PJM Region. 

 

Market Participant: 

 

“Market Participant” shall mean a Market Buyer, a Market Seller, and/or an Economic Load 

Response Participant, except when that term is used in or pertaining to Tariff, Attachment M, 

Tariff, Attachment Q, Operating Agreement, section 15, Tariff, Attachment K-Appendix, section 

1.4 and Operating Agreement, Schedule 1, section 1.4.  “Market Participant,” when such term is 

used in Tariff, Attachment M, shall mean an entity that generates, transmits, distributes, 

purchases, or sells electricity, ancillary services, or any other product or service provided under 

the PJM Tariff or Operating Agreement within, into, out of, or through the PJM Region, but it 

shall not include an Authorized Government Agency that consumes energy for its own use but 



 

 

does not purchase or sell energy at wholesale. “Market Participant,” when such term is used in or 

pertaining to Tariff, Attachment Q, Operating Agreement, section 15, Tariff, Attachment K-

Appendix, section 1.4 and Operating Agreement, Schedule 1, section 1.4, shall mean a Market 

Buyer, a Market Seller, an Economic Load Response Participant, an FTR Participant, a Capacity 

Market Buyer, or a Capacity Market Seller. 

 

Market Participant Energy Injection: 

 

“Market Participant Energy Injection” shall mean transactions in the Day-ahead Energy Market 

and Real-time Energy Market, including but not limited to Day-ahead generation schedules, real-

time generation output, Increment Offers, internal bilateral transactions and import transactions, 

as further described in the PJM Manuals.  

 

Market Participant Energy Withdrawal: 

 

“Market Participant Energy Withdrawal” shall mean transactions in the Day-ahead Energy 

Market and Real-time Energy Market, including but not limited to Demand Bids, Decrement 

Bids, real-time load (net of Behind The Meter Generation expected to be operating, but not to be 

less than zero), internal bilateral transactions and Export Transactions, as further described in the 

PJM Manuals.  

 

Market Seller: 

 

“Market Seller” shall mean a Member that has met reasonable creditworthiness standards 

established by the Office of the Interconnection and/or PJMSettlement in Tariff, Attachment Q, 

and that is otherwise able to make sales in the PJM Interchange Energy Market. 

 

Maximum Emergency: 

 

“Maximum Emergency” shall mean the designation of all or part of the output of a generating 

unit for which the designated output levels may require extraordinary procedures and therefore 

are available to the Office of the Interconnection only when the Office of the Interconnection 

declares a Maximum Generation Emergency and requests generation designated as Maximum 

Emergency to run.  The Office of the Interconnection shall post on the PJM website the 

aggregate amount of megawatts that are classified as Maximum Emergency. 

 

Maximum Generation Emergency:  

 

“Maximum Generation Emergency” shall mean an Emergency declared by the Office of the 

Interconnection to address either a generation or transmission emergency in which the Office of 

the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-

Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical 

power output, subject to the equipment stress limits for such Generation Capacity Resource or 

Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency. 

 

Maximum Daily Starts: 



 

 

 

“Maximum Daily Starts” shall mean the maximum number of times that a generating unit can be 

started in an Operating Day under normal operating conditions. 

 

Maximum Generation Emergency Alert:  

 

“Maximum Generation Emergency Alert” shall mean an alert issued by the Office of the 

Interconnection to notify PJM Members, Transmission Owners, resource owners and operators, 

customers, and regulators that a Maximum Generation Emergency may be declared, for any 

Operating Day in either, as applicable, the Day-ahead Energy Market or the Real-time Energy 

Market, for all or any part of such Operating Day. 

 

Maximum Run Time: 

 

“Maximum Run Time” shall mean the maximum number of hours a generating unit can run over 

the course of an Operating Day, as measured by PJM’s State Estimator. 

 

Maximum Weekly Starts: 

 

“Maximum Weekly Starts” shall mean the maximum number of times that a generating unit can 

be started in one week, defined as the 168 hour period starting Monday 0001 hour, under normal 

operating conditions. 

 

Member: 

 

“Member” shall mean an entity that satisfies the requirements of Operating Agreement, section 

11.6 and that (i) is a member of the LLC immediately prior to the Effective Date, or (ii) has 

executed an Additional Member Agreement in the form set forth in Operating Agreement, 

Schedule 4. 

 

Members Committee: 

 

“Members Committee” shall mean the committee specified in Operating Agreement, section 8, 

composed of representatives of all the Members. 

 

Minimum Generation Emergency:  

 

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the 

Interconnection in which the Office of the Interconnection anticipates requesting one or more 

generating resources to operate at or below Normal Minimum Generation, in order to manage, 

alleviate, or end the Emergency. 

 

Minimum Down Time: 

 

For all generating units that are not combined cycle units, “Minimum Down Time” shall mean 

the minimum number of hours under normal operating conditions between unit shutdown and 



 

 

unit startup, calculated as the shortest time difference between the unit’s generator breaker 

opening and after the unit’s generator breaker closure, which is typically indicated by 

telemetered or aggregated State Estimator megawatts greater than zero. For combined cycle 

units, “Minimum Down Time” shall mean the minimum number of hours between the last 

generator breaker opening and after first combustion turbine generator breaker closure, which is 

typically indicated by telemetered or aggregated State Estimator megawatts greater than zero. 

 

Minimum Run Time: 

 

For all generating units that are not combined cycle units, “Minimum Run Time” shall mean the 

minimum number of hours a unit must run, in real-time operations, from the time after generator 

breaker closure, which is typically indicated by telemetered or aggregated State Estimator 

megawatts greater than zero, to the time of generator breaker opening, as measured by PJM's 

State Estimator. For combined cycle units, “Minimum Run Time” shall mean the time period 

after the first combustion turbine generator breaker closure, which is typically indicated by 

telemetered or aggregated State Estimator megawatts greater than zero, and the last generator 

breaker opening as measured by PJM’s State Estimator. 

 

MISO: 

 

“MISO” shall mean the Midcontinent Independent System Operator, Inc. or any successor 

thereto. 

 

Multi-Driver Project: 

 

“Multi-Driver Project” shall mean a transmission enhancement or expansion that addresses more 

than one of the following:  reliability violations, EOL Notifications, economic constraints or 

State Agreement Approach initiatives. 

 

NERC: 

 

“NERC” shall mean the North American Electric Reliability Corporation, or any successor 

thereto. 

 

NERC Functional Model: 

 

“NERC Functional Model” shall be the set of functions that must be performed to ensure the 

reliability of the electric bulk power system.  The NERC Reliability Standards establish the 

requirements of the responsible entities that perform the functions defined in the Functional 

Model.   

 

NERC Interchange Distribution Calculator: 

 

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect 

and being used to calculate the distribution of energy, over specific transmission interfaces, from 

energy transactions. 



 

 

 

NERC Reliability Standards: 

 

“NERC Reliability Standards” shall mean those standards that have been developed by NERC 

and approved by FERC to ensure the reliability of the electric bulk power system. 

 

NERC Rules of Procedure:“NERC Rules of Procedure” shall be the rules and procedures 

developed by NERC and approved by the FERC.  These rules include the process by which a 

responsible entity, who is to perform a set of functions to ensure the reliability of the electric 

bulk power system, must register as the Registered Entity. 

 

Net Benefits Test: 
 

“Net Benefits Test” shall mean a calculation to determine whether the benefits of a reduction in 

price resulting from the dispatch of Economic Load Response exceeds the cost to other loads 

resulting from the billing unit effects of the load reduction, as specified in Operating Agreement, 

Schedule 1, section 3.3A.4 and the parallel provisions of Tariff, Attachment K-Appendix, section 

3.3A.4.  

 

Network Resource: 

 

“Network Resource” shall have the meaning specified in the PJM Tariff. 

 

Network Service User: 

 

“Network Service User” shall mean an entity using Network Transmission Service. 

 

Network Transmission Service:  

 

“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 

terms and conditions set forth in Tariff, Part III, or transmission service comparable to such 

service that is provided to a Load Serving Entity that is also a Transmission Owner. 

 

New York ISO or NYISO: 

 

“New York ISO” or “NYISO” shall mean the New York Independent System Operator, Inc. or 

any successor thereto. 

 

No-load Cost:  

 

“No-load Cost” shall mean the hourly cost required to create the starting point of a 

monotonically increasing incremental offer curve for a generating unit. 

 

Non-Disclosure Agreement: 

 



 

 

“Non-Disclosure Agreement” shall mean an agreement between an Authorized Person and the 

Office of the Interconnection, pursuant to Operating Agreement, section, the form of which is 

appended to this Agreement as Operating Agreement, Schedule 10, wherein the Authorized 

Person is given access to otherwise restricted confidential information, for the benefit of their 

respective Authorized Commission. 

 

Non-Dispatched Charging Energy:  

 

“Non-Dispatched Charging Energy” shall mean all Direct Charging Energy that an Energy 

Storage Resource Model Participant receives from the electric grid that is not otherwise 

Dispatched Charging Energy. 

 

Nonincumbent Developer: 

 

“Nonincumbent Developer” shall mean:  (1) a transmission developer that does not have an 

existing Zone in the PJM Region as set forth in Tariff, Attachment J; or (2) a Transmission 

Owner that proposes a transmission project outside of its existing Zone in the PJM Region as set 

forth in Tariff, Attachment J. 

 

Non-Regulatory Opportunity Cost: 

 

 “Non-Regulatory Opportunity Cost” shall mean the difference between (a) the forecasted cost to 

operate a specific generating unit when the unit only has a limited number of starts or available 

run hours resulting from (i) the physical equipment limitations of the unit, for up to one year, due 

to original equipment manufacturer recommendations or insurance carrier restrictions, (ii) a fuel 

supply limitation, for up to one year, resulting from an event of Catastrophic Force Majeure; and,  

(b) the forecasted future Locational Marginal Price at which the generating unit could run while 

not violating such limitations.  Non-Regulatory Opportunity Cost therefore is the value 

associated with a specific generating unit’s lost opportunity to produce energy during a higher 

valued period of time occurring within the same period of time in which the unit is bound by the 

referenced restrictions, and is reflected in the rules set forth in PJM Manual 15.  Non-Regulatory 

Opportunity Costs shall be limited to those resources which are specifically delineated in 

Operating Agreement, Schedule 2.  

 

Non-Retail Behind The Meter Generation: 

 

“Non-Retail Behind The Meter Generation” shall mean Behind the Meter Generation that is used 

by municipal electric systems, electric cooperatives, and electric distribution companies to serve 

load.  

 

Non-Synchronized Reserve: 

 

“Non-Synchronized Reserve” shall mean the reserve capability of non-emergency generation 

resources that can be converted fully into energy within ten minutes of a request from the Office of 

the Interconnection dispatcher, and is provided by equipment that is not electrically synchronized to 

the Transmission System. 



 

 

 

Non-Synchronized Reserve Event: 

 

“Non-Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to 

generation resources able and assigned to provide Non-Synchronized Reserve in one or more 

specified Reserve Zones or Reserve Sub-zones, within ten minutes to increase the energy output by 

the amount of assigned Non-Synchronized Reserve capability. 

 

Non-Variable Loads: 

 

“Non-Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, 

section 1.5A.6, and the parallel provisions of Tariff, Attachment K-Appendix, 1.5A.6. 

 

Normal Maximum Generation: 

 

“Normal Maximum Generation” shall mean the highest output level of a generating resource 

under normal operating conditions. 

 

Normal Minimum Generation: 

 

“Normal Minimum Generation” shall mean the lowest output level of a generating resource 

under normal operating conditions. 

 

 



 

 

Definitions Q - R 

 

Ramping Capability: 

 

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts 

per minute. 

 

Real-time Congestion Price: 

 

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the 

Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 

 

Real-time Loss Price: 

 

“Real-time Loss Price” shall mean the Loss Price resulting from the Office of the 

Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 

 

Real-time Offer: 

 

“Real-time Offer” shall mean a new offer or an update to a Market Seller’s existing cost-based or 

market-based offer for a clock hour, submitted for use after the close of the Day-ahead Energy 

Market. 

 

Real-time Prices: 

 

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the 

Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 

 

Real-time Energy Market: 

 

“Real-time Energy Market” shall mean the purchase or sale of energy and payment of 

Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in 

the Operating Day. 

 

Real-time Settlement Interval: 

 

“Real-time Settlement Interval” shall mean the interval used by settlements, which shall be every 

five minutes. 

 

Real-time State of Charge: 

 

“Real-time State of Charge” shall mean the current State of Charge of an Energy Storage 

Resource Model Participant, measured in units of megawatt-hours. 

 

Real-time System Energy Price: 

 



 

 

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office 

of the Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 

 

Regional Entity: 

 

“Regional Entity” shall mean an organization that NERC has delegated the authority to propose 

and enforce reliability standards pursuant to the Federal Power Act. 

 

Regional RTEP Project: 

 

“Regional RTEP Project” shall mean a transmission expansion or enhancement rated at 230 kV 

or above which is required for compliance with the following PJM criteria:  system reliability, 

operational performance, EOL Notification, or economic criteria, pursuant to a determination by 

the Office of the Interconnection. 

 

Registered Entity: 

 

“Registered Entity” shall mean the entity registered under the NERC Functional Model and 

NERC Rules of Procedures for the purpose of compliance with NERC Reliability Standards and 

responsible for carrying out the tasks within a NERC function without regard to whether a task 

or tasks are performed by another entity pursuant to the terms of the PJM Governing 

Agreements. 

 

Regulation: 

 

“Regulation” shall mean the capability of a specific generation resource or Demand Resource 

with appropriate telecommunications, control and response capability to separately increase and 

decrease its output or adjust load in response to a regulating control signal, in accordance with 

the specifications in the PJM Manuals. 

 

Regulation Zone: 

 

“Regulation Zone” shall mean 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 PJM Manuals, relevant to provision of, and requirements for, regulation service. 

 

Related Parties: 

 

“Related Parties” shall mean, solely for purposes of the governance provisions of the Operating 

Agreement:  (i) any generation and transmission cooperative and one of its distribution 

cooperative members; and (ii) any joint municipal agency and one of its members.  For purposes 

of the Operating Agreement, representatives of state or federal government agencies shall not be 

deemed Related Parties with respect to each other, and a public body's regulatory authority, if 

any, over a Member shall not be deemed to make it a Related Party with respect to that Member. 

 

Relevant Electric Retail Regulatory Authority: 



 

 

 

“Relevant Electric Retail Regulatory Authority” shall mean 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. 

 

Reliability Assurance Agreement or PJM Reliability Assurance Agreement: 

 

“Reliability Assurance Agreement” or “PJM Reliability Assurance Agreement” shall mean that 

certain Reliability Assurance Agreement Among Load-Serving Entities in the PJM Region, on 

file with FERC as PJM Interconnection, L.L.C. Rate Schedule FERC. No. 44, and as amended 

from time to time thereafter.  

 

Reliability Coordinator: 

 

“Reliability Coordinator” shall have the same meaning set forth in the NERC Glossary of Terms 

used in NERC Reliability Standards. 

 

Reserve Penalty Factor: 

 

“Reserve Penalty Factor” shall mean the cost, in $/MWh, associated with being unable to meet a 

specific reserve requirement in a Reserve Zone or Reserve Sub-zone.  A Reserve Penalty Factor 

will be defined for each reserve requirement in a Reserve Zone or Reserve Sub-zone. 

 

Reserve Sub-zone: 

 

“Reserve Sub-zone” shall mean 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 PJM Manuals, relevant to provision of, and requirements 

for, reserve service. 

 

Reserve Zone: 

 

“Reserve Zone” shall mean 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. 

 

Residual Auction Revenue Rights: 

 

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights 

created within a Planning Period by an increase in transmission system capability, including the 

return to service of existing transmission capability, that was not modeled pursuant to Operating 

Agreement, Schedule 1, section 7.5, and the parallel provisions of Tariff, Attachment K-

Appendix, section 7.5 in compliance with Operating Agreement, Schedule 1, section 7.4.2(h), 

and the parallel provisions of Tariff, Attachment K-Appendix, section 7.4.2(h), and, if modeled, 

would have increased the amount of stage 1 Auction Revenue Rights allocated pursuant to 



 

 

Operating Agreement, Schedule 1, section 7.4.2, and the parallel provisions of Attachment K-

Appendix, section 7.4.2; provided that, the foregoing notwithstanding, Residual Auction 

Revenue Rights shall exclude:  1) Incremental Auction Revenue Rights allocated pursuant to 

Tariff, Part VI; and 2) Auction Revenue Rights allocated to entities that are assigned cost 

responsibility pursuant to Operating Agreement, Schedule 6 for transmission upgrades that create 

such rights.  

 

Residual Metered Load: 

 

“Residual Metered Load” shall mean all load remaining in an electric distribution company’s 

fully metered franchise area(s) or service territory(ies) after all nodally priced load of entities 

serving load in such area(s) or territory(ies) has been carved out. 

 

Revenue Data for Settlements: 

 

“Revenue Data for Settlements” shall mean energy quantities used in accounting and billing as 

determined pursuant to Tariff, Attachment K-Appendix and the corresponding provisions of 

Operating Agreement, Schedule 1. 

 

 

 



 

 

Definitions S – T 

 

 

Sector Votes: 

 

“Sector Votes” shall mean the affirmative and negative votes of each sector of a Senior Standing 

Committee, as specified in Operating Agreement, section 8.4. 

 

Securities: 

 

“Securities” shall mean negotiable or non-negotiable investment or financing instruments that 

can be sold and bought.  Securities include bonds, stocks, debentures, notes and options. 

 

Segment:  
“Segment” shall have the same meaning as described in Operating Agreement, Schedule 1, 

section 3.2.3(e)and the parallel provisions of Tariff, Attachment K-Appendix, section 3.2.3(e). 

 

Senior Standing Committees: 

 

“Senior Standing Committees” shall mean the Members Committee, and the Markets, and 

Reliability Committee, as established in Operating Agreement, section 8.1 and Operating 

Agreement, section 8.6.  

 

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. 

 

Short-term Project: 

 

“Short-term Project” shall 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 

Operating Agreement, Schedule 6, section 1.5.8(c), the Office of the Interconnection posts the 

violations, system conditions, EOL Notification, or Public Policy Requirements to be addressed 

by the enhancement or expansion.  

 

Special Member: 

 

“Special Member” shall mean an entity that satisfies the requirements of  Operating Agreement, 

Schedule 1, section 1.5A.02, and the parallel provisions of Tariff, Attachment K-Appendix, 

section 1.5A.02, or the special membership provisions established under the Emergency Load 

Response and Pre-Emergency Load Response Programs. 

 

Spot Market Backup: 

 



 

 

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the 

PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt 

obligations of a bilateral contract that has been curtailed or interrupted for any reason. 

 

Spot Market Energy: 

 

“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PJM 

Interchange Energy Market at System Energy Prices determined as specified in Operating 

Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix, 

section 2. 

 

Standing Committees: 

 

“Standing Committees” shall mean the Members Committee, the committees established and 

maintained under Operating Agreement, section 8.6, and such other committees as the Members 

Committee may establish and maintain from time to time. 

 

Start-Up Costs: 

 

“Start-Up Costs” shall mean the unit costs to bring the boiler, turbine and generator from 

shutdown conditions to the point after breaker closure which is typically indicated by 

telemetered or aggregated state estimator megawatts greater than zero and is determined based 

on the cost of start fuel, total fuel-related cost, performance factor, electrical costs (station 

service), start maintenance adder, and additional labor cost if required above normal station 

manning. Start-Up Costs can vary with the unit offline time being categorized in three unit 

temperature conditions: hot, intermediate and cold. 

State: 

 

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

States. 

 

State Certification: 

 

“State Certification” shall mean the Certification of an Authorized Commission, pursuant to 

Operating Agreement, section 18, the form of which is appended to the Operating Agreement as 

Operating Agreement, Schedule 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. 

 

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. 



 

 

 

State Estimator: 

 

“State Estimator” shall mean the computer model of power flows specified in Operating 

Agreement, Schedule 1, section 2.3, and the parallel provisions of Tariff, Attachment K-

Appendix, section 2.3. 

 

State of Charge: 

 

“State of Charge” shall mean the operating parameter that represents the quantity of physical 

energy stored (measured in units of megawatt-hours) in an Energy Storage Resource Model 

Participant in proportion to its maximum State of Charge capability. State of Charge is quantified 

as defined in the PJM Manuals. 

 

State of Charge Management: 

 

“State of Charge Management” shall mean the control of State of Charge of an Energy Storage 

Resource Market Participant using Charge and Discharge Economic Minimum and Maximum 

Megawatts limits, changes in operating mode, charging and discharging offer curves, and self-

scheduling of non-dispatchable purchases and sales of energy in the PJM markets.  State of 

Charge Management shall not interfere with an Energy Storage Resource Model Participant’s 

obligation to follow PJM dispatch, consistent with all other resources. 

 

Station Power: 

 

“Station Power” shall mean energy used for operating the electric equipment on the site of a 

generation facility located in the PJM Region or for the heating, lighting, air-conditioning and 

office equipment needs of buildings on the site of such a generation facility that are used in the 

operation, maintenance, or repair of the facility.  Station Power does not include any energy (i) 

used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii) 

used in association with restoration or black start service; or (iv) that is Direct Charging Energy. 

  

Sub-meter: 
 

“Sub-meter” shall mean a metering point for electricity consumption that does not include all 

electricity consumption for the end-use customer as defined by the electric distribution company 

account number.  PJM shall only accept sub-meter load data from end-use customers for 

measurement and verification of Regulation service as set forth in the Economic Load Response 

rules and PJM Manuals. 

 

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, EOL Notification, or economic criteria, pursuant to a determination by 

the Office of the Interconnection. 



 

 

 

Supplemental Project: 

 

“Supplemental Project” shall mean a transmission expansion or enhancement that is not required 

for compliance with the following PJM criteria:  system reliability, operational performance, 

EOL Notification, or economic criteria, pursuant to a determination by the Office of the 

Interconnection and is not a state public policy project pursuant to Operating Agreement, 

Schedule 6, section 1.5.9(a)(ii).  Supplemental Projects shall not address EOL Conditions or 

EOL Criteria.  Any system upgrades required to maintain the reliability of the system that are 

driven by a Supplemental Project are considered part of that Supplemental Project and are the 

responsibility of the entity sponsoring that Supplemental Project. 

 

Synchronized Reserve: 

 

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be 

converted fully into energy or Demand Resources whose demand can be reduced within ten 

minutes from the request of the Office of the Interconnection dispatcher, and is provided by 

equipment that is electrically synchronized to the Transmission System. 

 

Synchronized Reserve Event: 

 

“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to 

generation resources and/or Demand Resources able, assigned or self-scheduled to provide 

Synchronized Reserve in one or more specified Reserve Zones or Reserve Sub-zones, within ten 

minutes, to increase the energy output or reduce load by the amount of assigned or self-

scheduled Synchronized Reserve capability. 

 

Synchronized Reserve Requirement: 

 

“Synchronized Reserve Requirement” shall mean the megawatts required to be maintained in a 

Reserve Zone or Reserve Sub-zone as Synchronized Reserve, absent any increase to account for 

additional reserves scheduled to address operational uncertainty.  The Synchronized Reserve 

Requirement is calculated in accordance with the PJM Manuals. 

 

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. 

 

System Energy Price: 

 

“System Energy Price” shall mean the energy component of the Locational Marginal Price, 

which is the price at which the Market Seller has offered to supply an additional increment of 



 

 

energy from a resource, calculated as specified in Operating Agreement, Schedule 1, section 2, 

and the parallel provisions of Tariff, Attachment K-Appendix, section 2. 

 

Target Allocation: 

 

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in 

Operating Agreement, Schedule 1, section 5.2.3, and the parallel provisions of Tariff, 

Attachment K-Appendix, section 5.2.3 or the allocation of Auction Revenue Rights Credits as set 

forth in Operating Agreement, Schedule 1, section 7.4.3, and the parallel provisions of Tariff, 

Attachment K-Appendix, section 7.4.3. 

 

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 the Market Monitoring Unit.  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. 

 

Tie Line: 
 

“Tie Line” shall have the same meaning provided in the Open Access Transmission Tariff. 

 

Total Lost Opportunity Cost Offer:   

 

“Total Lost Opportunity Cost Offer” shall mean the applicable offer used to calculate lost 

opportunity cost credits.  For pool-scheduled resources specified in PJM Operating Agreement, 

Schedule 1, section 3.2.3(f-1) and the parallel provisions of Tariff, Attachment K-Appendix, 

section 3.2.3(f-1), the Total Lost Opportunity Cost Offer shall equal the Real-time Settlement 

Interval offer integrated under the applicable offer curve for the LOC Deviation, as determined 

by the greater of the Committed Offer or last Real-Time Offer submitted for the offer on which 

the resource was committed in the Day-ahead Energy Market for each hour in an Operating 

Day.  For all other pool-scheduled resources, the Total Lost Opportunity Cost Offer shall equal 

the Real-time Settlement Interval offer integrated under the applicable offer curve for the LOC 

Deviation, as determined by the offer curve associated with the greater of the Committed Offer 

or Final Offer for each hour in an Operating Day.   For self-scheduled generation resources, the 

Total Lost Opportunity Cost Offer shall equal the Real-time Settlement Interval offer integrated 

under the applicable offer curve for the LOC Deviation,  where for self-scheduled generation 

resources (a) operating pursuant to a cost-based offer, the applicable offer curve shall be the 

greater of the originally submitted cost-based offer or the cost-based offer that the resource was 

dispatched on in real-time; or (b) operating pursuant to a market-based offer, the applicable offer 

curve shall be determined in accordance with the following process: (1) select the greater of the 

cost-based day-ahead offer and updated costbased Real-time Offer; (2) for resources with 

multiple cost-based offers, first, for each cost-based offer select the greater of the day-ahead 



 

 

offer and updated Real-time Offer, and then select the lesser of the resulting cost-based offers; 

and (3) compare the offer selected in (1), or for resources with multiple cost-based offers the 

offer selected in (2), with the market-based day-ahead offer and the market-based Real-time 

Offer and select the highest offer. 

 

Total Operating Reserve Offer:   

 

“Total Operating Reserve Offer” shall mean the applicable offer used to calculate Operating 

Reserve credits.  The Total Operating Reserve Offer shall equal the sum of all individual Real-

time Settlement Interval energy offers, inclusive of Start-Up Costs (shut-down costs for Demand 

Resources) and No-load Costs, for every Real-time Settlement Interval in a Segment, integrated 

under the applicable offer curve up to the applicable megawatt output as further described in the 

PJM Manuals.  The applicable offer used to calculate day-ahead Operating Reserve credits shall 

be the Committed Offer, and the applicable offer used to calculate balancing Operating Reserve 

credits shall be lesser of the Committed Offer or Final Offer for each hour in an Operating Day. 

 

Transmission Congestion Charge: 

 

“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of 

energy delivered at a given load bus when the transmission system serving that load bus is 

operating under constrained conditions, or as necessary to provide energy for third-party 

transmission losses, which shall be calculated and allocated as specified in Operating Agreement, 

Schedule 1, section 5.1, and the parallel provisions of Tariff, Attachment K-Appendix, section 

5.1. 

 

Transmission Congestion Credit: 

 

“Transmission Congestion Credit” shall mean the allocated share of total Transmission 

Congestion Charges credited to each FTR Holder, calculated and allocated as specified in 

Operating Agreement, Schedule 1, section 5.2 and the parallel provisions of Tariff, Attachment 

K-Appendix, section 5.2. 

 

Transmission Customer: 

 

“Transmission Customer” shall have the meaning set forth in the PJM Tariff. 

 

Transmission Facilities: 

 

“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 PJM Region transmission system and integrated into the planning and operation of the 

PJM Region to serve all of the power and transmission customers within the PJM Region. 

 

Transmission Forced Outage: 



 

 

 

“Transmission Forced Outage” shall mean an immediate removal from service of a transmission 

facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other 

cause beyond the control of the owner or operator of the transmission facility, as specified in the 

relevant portions of the PJM Manuals.  A removal from service of a transmission facility at the 

request of the Office of the Interconnection to improve transmission capability shall not 

constitute a Forced Transmission Outage. 

 

Transmission Loading Relief: 

 

“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security 

limit violations, as implemented by PJM as the security coordinator responsible for maintaining 

transmission security for the PJM Region. 

 

Transmission Loading Relief Customer: 

 

“Transmission Loading Relief Customer” shall mean an entity that, in accordance with 

Operating Agreement, Schedule 1, section 1.10.6A and the parallel provisions of Tariff, 

Attachment K-Appendix, section 1.10.6A, has elected to pay Transmission Congestion Charges 

during Transmission Loading Relief in order to continue energy schedules over contract paths 

outside the PJM Region that are increasing the cost of energy in the PJM Region. 

 

Transmission Loss Charge: 

 

“Transmission Loss Charge” shall mean the charges to each Market Participant, Network 

Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity 

from a generation resource to load as specified in Operating Agreement, Schedule 1, section 5, 

and the parallel provisions of Tariff, Attachment K-Appendix, section 5. 

 

Transmission Operator: 

 

“Transmission Operator” shall have the same meaning set forth in the NERC Glossary of Terms 

used in NERC Reliability Standards. 

 

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. 

 

Transmission Owner Upgrade: 

 

“Transmission Owner Upgrade” shall mean an upgrade to a Transmission Owner’s own 

transmission facilities, which is an improvement to, addition to, or replacement of a part of, an 

existing facility and is not an entirely new transmission facility. 



 

 

 

Transmission Planned Outage: 

 

“Transmission Planned Outage” shall mean any transmission outage scheduled in advance for a 

pre-determined duration and which meets the notification requirements for such outages 

specified in Operating Agreement, Schedule 1, and the parallel provisions of Tariff, Attachment 

K-Appendix, or the PJM Manuals. 

 

Turn Down Ratio: 

 

“Turn Down Ratio” shall mean the ratio of a generating unit’s economic maximum megawatts to 

its economic minimum megawatts. 

 



 

 

1.1 Purpose and Objectives. 

 

This Regional Transmission Expansion Planning Protocol shall govern the process by which the 

Members shall rely upon the Office of the Interconnection to prepare a plan for the enhancement 

and expansion of the Transmission Facilities in order to meet the demands for firm transmission 

service, address EOL Notifications, and to support competition, in the PJM Region.  The 

Regional Transmission Expansion Plan (also referred to as “RTEP”) to be developed shall enable 

the transmission needs in the PJM Region to be met on a reliable, economic and environmentally 

acceptable basis. 



 

 

1.2 Conformity with NERC Reliability Standards and Other Applicable Reliability 

Criteria. 

 

(a) NERC establishes Reliability Standards to promote the reliability, adequacy and security 

of the North American bulk power supply as related to the operation and planning of electric 

systems. 

 

(b) ReliabilityFirst Corporation is responsible for ensuring the reliability, adequacy and 

security of the bulk electric supply systems in the geographic region described in the applicable 

agreements between NERC and ReliabilityFirst Corporation, as approved by the FERC, through 

coordinated operations and planning of generation and transmission facilities.  Toward that end, 

it has adopted the NERC Reliability Standards and has established detailed Reliability Principles 

and Standards for Planning the Bulk Electric Supply System of the ReliabilityFirst Corporation. 

 

(c) [Reserved] 

 

(c.01) [Reserved] 

 

(c.02) SERC is responsible for ensuring the reliability, adequacy and security of the bulk 

electric supply systems in the VACAR subregion of SERC.  Toward that end, it has adopted the 

NERC Reliability Standards and has established detailed Reliability Principles and Standards for 

Planning the Bulk Electric Supply System for SERC. 

 

(d) The Regional Transmission Expansion Plan shall conform at a minimum to the applicable 

reliability principles, guidelines and standards of NERC, ReliabilityFirst Corporation and SERC, 

and other Applicable Regional Entities in accordance with the planning and operating criteria 

and other procedures detailed in the PJM Manuals. 

 

(e) The Regional Transmission Expansion Plan planning criteria shall include, Office of the 

Interconnection assumptions and planning procedures, to address NERC Reliability Standards, 

Regional Entity reliability principles and standards, EOL Notifications, and such other individual 

Transmission Owner FERC filed planning criteria as filed in FERC Form No. 715.  All Regional 

Transmission Expansion Plan planning criteria, together with individual Transmission Owner 

EOL Look-ahead Programs and EOL Notifications, shall be posted on the PJM website subject 

to applicable Critical Energy Infrastructure Information (CEII) requirements. 

 

(f)  For purposes of the Regional Transmission Expansion Plan, the Office of the 

Interconnection shall address those Transmission Facilities for which an EOL Notification has 

been received, and may address any Transmission Facilities that a Transmission Owner’s EOL 

Look-ahead Program designates as reaching EOL Condition. 

 

(g) The Office of the Interconnection will also provide access through the PJM website, to 

the planning criteria and assumptions used by the Transmission Owners for the development of 

the current Local Plan. 



 

 

1.3 Establishment of Committees. 

 

(a) The Planning Committee shall be open to participation by (i) all Transmission 

Customers 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 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.  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. 

 

(c) The Subregional RTEP Committees established by the Office of the 

Interconnection shall facilitate the development and review of the Local Plans.  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 

Transmission Expansion Advisory Committee for further review, advice and 

recommendations. 



 

 

 

(d) The Subregional RTEP Committees shall be responsible for the timely review of 

the criteria, assumptions and models used to identify reliability criteria violations, 

economic constraints, or to consider Public Policy Requirements, proposed solutions and 

written comments 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 on the criteria, assumptions, and 

models used in local planning activities prior to finalizing the Local Plan.  The 

Subregional RTEP Committees shall also be responsible for the timely review of the 

Transmission Owners’ criteria, assumptions, and models used to identify Supplemental 

Projects that will be considered for inclusion in the Local Plan for each Subregional 

RTEP Committee.  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 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.  In addition, the Subregional RTEP Committees will provide sufficient 

opportunity to review and provide written comments to the Transmission Owners on any 

Supplemental Projects included in the Local Plan, in accordance with Additional 

Procedures for Planning of Supplemental Projects set forth in Tariff, Attachment M-3. 

 

(e) The Subregional RTEP Committees shall be open to participation by:  (i) all 

Transmission Customers 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. 

 

(f) Each Subregional RTEP Committee shall schedule and facilitate a minimum of 

one Subregional RTEP Committee meeting to review the criteria, assumptions and 

models to identify reliability criteria violations, EOL Notifications, economic constraints, 

or to consider Public Policy Requirements.  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, EOL Notifications, 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.  

 

(g) The Subregional RTEP Committees shall schedule and facilitate meetings 

regarding Supplemental Projects, as described in the Tariff, Attachment M-3.  

 

(h) 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.



 

 

1.4 Contents of the Regional Transmission Expansion Plan. 

 

(a) 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, including such enhancements 

and expansions necessary to address EOL Notifications for Transmission Facilities; 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. 

 

(c) 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; (vi) strive for consistency 

in planning data and assumptions that may relieve  transmission congestion across multiple 

regions; and (vii) promote transparency in transmission planning. 

 



 

 

1.5 Procedure for Development of the Regional Transmission Expansion Plan. 

 

1.5.1 Commencement of the Process. 

 

(a) 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, including EOL Notifications; (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 

the Operating Agreement, Schedule 1, section 7.4.2(b), 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 PJM 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 the Operating Agreement, 

Schedule 1, section 7.8.  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, EOL Notifications, 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 EOL Conditions 



 

 

included in any EOL Look-ahead Program and Public Policy Objectives in the studies and 

analyses, so as to mitigate the possibility that bright line metrics may inappropriately include 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), EOL Conditions, 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, EOL Notifications, 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: 

 

(a) 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, including all facilities for which EOL Notifications 

have been received. 

 

(c) 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 the Operating Agreement, Schedule 1, section 7.8. 

 

(f) Identification, evaluation and analysis of upgrades to support all transmission customers, 

including native load and network service customers. 

 

(g) Engineering studies needed to determine the effectiveness and compliance of 

recommended enhancements and expansions, with the following PJM criteria:  system reliability, 

operational performance, EOL Notification, 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 the Operating 

Agreement, Schedule 1, section 7.4.2(b).  Enhancements and expansions related to stage 1A 

Auction 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 Operating Agreement, Schedule 6, 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 the Operating Agreement, Schedule 6, section 

1.5.6(m) 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. 

 

(a) 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; (iv) on an annual basis, EOL 

Notifications at least six (6) years prior to the projected end of its operational life for 

Transmission Facilities; and (v) current local planning information, including all criteria, 

assumptions and models used by the Transmission Owners, such as those used to develop 

Supplemental Projects.  The data required under this Section shall be provided in the form and 

manner specified by the Office of the Interconnection. 

 

(b) Each Transmission Owner shall provide to the Office of the Interconnection and the 

Transmission Expansion Advisory Committee on an annual basis the Transmission Owner’s 

EOL Look-ahead Program, including the EOL Criteria to be applied, and a description of any 

changes from prior submissions and the reasons for such changes.  The annual EOL Look-ahead 

Program shall include identification of all Transmission Facilities forecasted to reach EOL 

Conditions in the 10 years subsequent to the EOL Look-ahead Program submittal, together with 

those Transmission Facilities for which the Transmission Owner will provide the Office of the 

Interconnection with an EOL Notification.  The EOL Look-ahead Program and EOL Criteria 

shall include sufficient detail such that the Office of the Interconnection and stakeholders may 

understand and, to the extent possible, replicate results of individual EOL Notifications.  All 

Transmission Owners must submit individual EOL Look-ahead Programs, including the EOL 

Criteria, guidelines, and documentation for declaring EOL Conditions, to the Office of the 

Interconnection and the Transmission Expansion Advisory Committee for review and comment.  

All EOL Notifications required by this Operating Agreement, Schedule 6 shall be submitted by 

the Office of the Interconnection to the Transmission Expansion Advisory Committee. 



 

 

 

(c) 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 PJM Region shall supply any other information and data reasonably required 

by the Office of the Interconnection to perform the enhancement and expansion study. 

 

(d) 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. 

 

(e) 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. 

 

(f) The Office of the Interconnection shall provide access through the PJM website, to the 

Transmission Owner’s local planning information, including all criteria, assumptions and models 

used by the Transmission Owners in their internal planning processes, including the development 

of Supplemental Projects (“Local Plan Information”).  Local Plan Information shall be provided 

consistent with: (1) any applicable confidentiality provisions set forth in the Operating 

Agreement, section 18.17; (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 the Operating 

Agreement, section 18.17 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 PJM Interconnection, L.L.C., the Transmission Owner 

and the requesting third party.  Subject to appropriate protections for confidential, CEII 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. 

 

(a) 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., which is found at 

http://www.pjm.com/~/media/documents/agreements/joa-complete.ashx;  

 

 Northeastern ISO/RTO Planning Coordination Protocol, which is described at Schedule 

6-B and found at http://www.pjm.com/~/media/documents/agreements/northeastern-iso-

rto-planning-coordination-protocol.ashx;  

 

 Joint Operating Agreement Among and Between New York Independent System 

Operator Inc., which is found at 

http://www.pjm.com/~/media/documents/agreements/nyiso-pjm.ashx;  

 

 Interregional Transmission Coordination Between the SERTP and PJM Regions, which is 

found at Operating Agreement, Schedule 6-A ;  

 

 Allocation of Costs of Certain Interregional Transmission Projects Located in the PJM 

and SERTP Regions, which is located at Tariff, Schedule 12-B;  

 

 Joint Reliability Coordination Agreement Between the Midwest Independent System 

Operator, Inc.; PJM Interconnection, L.L.C. and Progress Energy Carolinas.   

 

(i) 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. 

 

(ii) An entity, including existing Transmission Owners and Nonincumbent Developers, may 

submit potential Interregional Transmission Projects pursuant to the Operating Agreement, 

Schedule 6, section 1.5.8.  

 

(c) 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. 

 

(a) The Office of the Interconnection shall be responsible for the development of the 

Regional Transmission Expansion Plan and for conducting the studies, including sensitivity 

http://www.pjm.com/~/media/documents/agreements/northeastern-iso-rto-planning-coordination-protocol.ashx
http://www.pjm.com/~/media/documents/agreements/northeastern-iso-rto-planning-coordination-protocol.ashx
http://www.pjm.com/~/media/documents/agreements/nyiso-pjm.ashx


 

 

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 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 Requirements identified by the 

states for consideration in the Office of the Interconnection’s transmission planning analyses; 

(iii) Public Policy Objectives identified by stakeholders for consideration in the Office of the 

Interconnection’s transmission planning analyses; (iv) 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; (v) EOL Notifications; and (vi) alternative sensitivity studies, modeling 

assumptions and scenario analyses proposed by the Committee participants.  Prior to the initial 

assumptions meeting, the Transmission Expansion Advisory Committee and Subregional RTEP 

Committees participants will be afforded the opportunity to provide input and submit suggestions 

regarding the information identified in items (i) through (vi) of this subsection.  Following the 

assumptions meeting and prior to performing the evaluation and analyses of transmission needs, 

the Office of the Interconnection shall determine the range of assumptions to be used in the 

studies and scenario analyses, based on the advice and recommendations of the Transmission 

Expansion Advisory Committee and Subregional RTEP Committees and, through the 

Independent State Agencies, the statement of Public Policy Requirements provided individually 

by the states and any state member’s assessment or prioritization of Public Policy Objectives 

proposed by other stakeholders.    The Office of the Interconnection shall document and publicly 

post its determination for review.  Such posting shall include an explanation of those Public 

Policy Requirements and Public Policy Objectives adopted at the assumptions stage to be used in 

performing the evaluation and analysis of transmission needs.  Following identification of 

transmission needs and prior to evaluating potential enhancements and expansions to the 

Transmission System the Office of the Interconnection shall publicly post all transmission need 

information identified as described further in the Operating Agreement, Schedule 6, section 

1.5.8(b) herein to support the role of the Subregional RTEP Committees in the development of 

the Local Plan and support the role of Transmission Expansion Advisory Committee in the 

development of the Regional Transmission Expansion Plan.  The Office of the Interconnection 

shall also post an explanation of why other Public Policy Requirements and Public Policy 

Objectives introduced by stakeholders at the assumptions stage were not adopted. 

 

(c) The Subregional RTEP Committees shall also schedule and facilitate meetings related to 

Supplemental Projects, as described in the Tariff, Attachment M-3. 

 

(d) 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 the Operating Agreement, Schedule 6, sections 1.3(b) and 1.3(c)) to review, evaluate and offer 

comments and alternatives to 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, EOL Notifications or EOL Conditions, 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. 

 

(e) 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 

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. 

 

(f) 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, EOL Notifications, economic constraints, and Public Policy Requirements as detailed 

in the Operating Agreement, Schedule 6, section 1.5.8(b) to afford entities an opportunity to 

submit proposed enhancements or expansions to address the posted violations, system 

conditions, EOL Notifications, economic constraints and Public Policy Requirements as 

provided for in the Operating Agreement, Schedule 6, section 1.5.8(c).  Following the close of a 

proposal window, the Office of the Interconnection shall:  (i) post all proposals submitted 

pursuant to the Operating Agreement, Schedule 6, section 1.5.8(c); (ii) consider proposals 

submitted during the proposal windows consistent with the Operating Agreement, Schedule 6, 

section 1.5.8(d) 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 including EOL Conditions as the Office of 

Interconnection in its judgment determines merit an EOL Project notwithstanding that an EOL 



 

 

Notification has not yet been received, and taking into account the sensitivity studies, modeling 

assumption variations and scenario analyses considered pursuant to the Operating Agreement, 

Schedule 6, section 1.5.3, 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, EOL Project, 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. 

 

(g) The recommended plan shall separately identify enhancements and expansions for the 

three PJM subregions, the PJM Mid-Atlantic Region, the PJM West Region, and the PJM South 

Region, and shall incorporate recommendations from the Subregional RTEP Committees. 

 

(h) The recommended plan shall separately identify enhancements and expansions that are 

classified as Supplemental Projects, which are not subject to approval by the PJM Board. 

 

(i) 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 the Operating Agreement, 

Schedule 6, sections 1.5.7 and 1.5.8. 

 

(j) The recommended plan shall identify enhancements and expansions proposed by a state 

or states pursuant to the Operating Agreement, Schedule 6, section 1.5.9.  

 

(k) 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 the Operating Agreement, Schedule 6, 

section 1.1, provided that (1) the requestor has complied, to the extent applicable, with the 

procedures and other requirements of the Tariff, Parts IV and VI; (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 the Tariff, Parts IV and VI 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. 

 

(l) 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 the Operating 

Agreement, Schedule 1, section 7.8, or to facilitate upgrades pursuant to the Tariff, Parts II, III, 

or VI, and designate one or more Transmission Owners or other entities to construct, own and, 

unless otherwise provided, finance the recommended transmission enhancement or expansion.  

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 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 the Tariff, Schedule 12, 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 the Tariff, Schedule 12 that establishes a 

Transmission Enhancement Charge Rate in connection with an economic expansion or 

enhancement developed under the Operating Agreement, Schedule 6, sections 1.5.6(i) and 1.5.7, 

(C) the costs associated with expansions and enhancements required to ensure the simultaneous 

feasibility of stage 1A Auction Revenue Rights allocated pursuant to the Operating Agreement, 

Schedule 1, section 7 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 the Tariff, 

Schedule 12, section (b) 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 the Tariff, Attachment DD, 

section 15 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. 

 

1.5.7 Development of Economic-based Enhancements or Expansions. 

 

(a) 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 

Operating Agreement, Schedule 6, 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, or EOL Projects 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, or EOL Projects 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 the Operating Agreement, 

Schedule 1, section 7.4.2(c); 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 in the Operating Agreement, Schedule 6, section 1.5.7(b)(i-iii) is described 

in the PJM Manuals. 

 

(c) The process for conducting the market efficiency analysis described in subsection (b) 

above shall include the following: 

 

(i) 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. 

 

(ii) The Office of the Interconnection shall identify any planned reliability-based 

enhancements or expansions, or EOL Projects 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, or EOL Projects, 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 the Operating 

Agreement, Schedule 6, section 1.5.8(c), 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 or 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 or 

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 or 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 or Expansions pursuant to the Operating Agreement, Schedule 6, section 



 

 

1.5.6(m).  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 the Operating Agreement, Schedule 6, 

sections 1.6 and 1.7.  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 EOL Projects, 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 EOL 

Projects, or the additional Economic-based Enhancements or Expansions as applicable, using the 

Benefit/Cost Ratio calculation set forth below in this Operating Agreement, Schedule 6, section 

1.5.7(d).  An Economic-based Enhancement or Expansion shall be included in the Regional 

Transmission Expansion Plan 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 the 15 

year period starting with the RTEP Year (defined as current year plus five) minus benefits 

for years when the project is not yet in-service] ÷ [Present value of the Total 

Enhancement Cost for the same 15 year period] 

 

  Where 

 

Total Annual Enhancement Benefit = Energy Market Benefit + Reliability Pricing 

Model Benefit 

 

  and 

 

For economic-based enhancements and expansions for which cost responsibility 

is assigned pursuant to the Tariff, Schedule 12, section (b)(i) the Energy Market 

Benefit is as follows: 

 

Energy Market Benefit = [.50] * [Change in Total Energy Production 

Cost] + [.50] * [Change in Load Energy Payment]  

 



 

 

For economic-based enhancements and expansions for which cost responsibility 

is assigned pursuant to the Tariff, Schedule 12, section (b)(v) the Energy Market 

Benefit is as follows: 

 

 Energy Market Benefit = [1] * [Change in Load Energy Payment] 

   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].  The change in costs for purchases 

from outside of the PJM Region and sales to outside the PJM 

Region will be captured, if appropriate.  Purchases will be valued 

at the Load Weighted LMP and sales will be valued at the 

Generation Weighted LMP. 

 

   and 

 

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)].  The Change in the Load Energy Payment shall be 

the sum of the Change in the Load Energy Payment only of the 

Zones that show a decrease in the Load Energy Payment.  

 

  And 

 

For economic-based enhancements and expansions for which cost responsibility 

is assigned pursuant to the Tariff, Schedule 12, section (b)(i) the Reliability 

Pricing Benefit is as follows: 

 

Reliability Pricing Benefit = [.50] * [Change in Total System Capacity 

Cost] + [.50] * [Change in Load Capacity Payment] 



 

 

 

   and 

 

For economic-based enhancements or expansions for which cost responsibility is 

assigned pursuant to the Tariff, Schedule 12, section (b)(v) the Reliability Pricing 

Benefit is as follows: 

 

Reliability Pricing Benefit = [1] * [Change in Load Capacity Payment] 

 

Change in Total System Capacity Cost = [the sum of (the 

megawatts that are estimated to be cleared in the Base Residual 

Auction under the Tariff, Attachment DD) * (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 the Tariff, Attachment DD) * (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)] 

 

   and 

 

Change in Load Capacity Payment = [the sum of (the estimated 

zonal load megawatts in each Zone) * (the estimated Final Zonal 

Capacity Prices under the Tariff, Attachment DD 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 the Tariff, Attachment DD 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.  The Change in the Load 

Capacity Payment shall be the sum of the change in the Load 

Capacity Payment only of the Zones that show a decrease in the 

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 EOL Projects, or of 

constructing a new Economic-based Enhancement or Expansion, the Office of the 

Interconnection shall calculate and post on the PJM 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.   

 

(f) To assure that new Economic-based Enhancements or 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 or 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 or 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, EOL Conditions, and demand 

response, consistent with the requirements of the Operating Agreement, Schedule 6, section 

1.5.7(i).  The Office of the Interconnection will not be required to review annually the costs and 

benefits of constructing Economic-based Enhancements or Expansions with capital costs less 

than $20 million if, based on updated cost estimates and the original benefits, the Benefit/Cost 

Ratio remains at or above 1.25.  The Office of the Interconnection shall no longer be required to 

review costs and benefits of constructing Economic-based Enhancements and Expansions once:  

(i) a certificate of public convenience and necessity or its equivalent is granted by the state or 

relevant regulatory authority in which such enhancements or expansions will be located; or (ii) if 

a certificate of public convenience and necessity or its equivalent is not required by the state or 



 

 

relevant regulatory authority in which an economic-based enhancement or expansion will be 

located, once construction activities commence at the project site.   

 

(g) 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 or Expansions is 

consistent with the new Economic-based Enhancements or Expansions as recommended in the 

market efficiency analysis. 

 

(h) At any time, market participants may submit to the Office of the Interconnection requests 

to interconnect Merchant Transmission Facilities or generation facilities pursuant to the Tariff, 

Parts IV and VI 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, the Tariff, Part VI, Subpart B, section 216, as applicable, 

shall apply to the project. 

 

(i) 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) Timely installation of Qualifying Transmission Upgrades, that are 

committed to the PJM Region as a result of any Reliability Pricing 

Model Auction pursuant to the Tariff, Attachment DD or any FRR 

Capacity Plan pursuant to the RAA, Schedule 8.1. 

 

(ii) Availability of Generation Capacity Resources, as defined by the 

RAA, section 1.33, that are committed to the PJM Region as a 

result of any Reliability Pricing Model Auction pursuant to the 

Tariff, Attachment DD or any FRR Capacity Plan pursuant to the 

RAA, Schedule 8.1. 

 

(iii) Availability of Demand Resources that are committed to the PJM 

Region as a result of any Reliability Pricing Model Auction 

pursuant to the Tariff, Attachment DD or any FRR Capacity Plan 

pursuant to the RAA, Schedule 8.1. 

 

(iv) Addition of Customer Facilities pursuant to an executed 

Interconnection Service Agreement or executed Interim 

Interconnection Service Agreement for which Interconnection 

Service Agreement is expected to be executed.  Facilities with an 

executed Facilities Study Agreement or suspended Interconnection 

Service Agreement may be included by the Office of the 

Interconnection after review with the Transmission Expansion 

Advisory Committee. 

 



 

 

(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 the Tariff, 

Attachment DD. 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 Customer Facilities pursuant 

to an executed Facilities Study Agreement or suspended 

Interconnection Service Agreement, ranked by their commercial 

probability.  Commercial probability utilizes historical data from 

the PJM interconnection queues to determine the likelihood of a 

Customer Facility, pursuant to an executed Facilities Study 

Agreement or suspended Interconnection Service Agreement, 

reaching commercial operation.  If the Office of the 

Interconnection finds that the PJM reserve requirement is not met 

in any of its future year market efficiency analyses, following 

inclusion of the Customer Facilities discussed above in this section 

1.5.7(i)(vii), then it will model adequate future generation based on 

type and location of generation in existing PJM interconnection 

queues and, if necessary, add transmission enhancements to 

address congestion that arises from such modeling. 

 

(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. 

 

(j) 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 

analyses consistent with the Operating Agreement, Schedule 6, section 1.5.3 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, Immediate-need 

Reliability Projects, and Economic-based Enhancements or Expansions. 

 

(a) Pre-Qualification Process.   

 

 (a)(1) On September 1 of each year, the Office of the Interconnection shall open a 

thirty-day pre-qualification window for entities, including existing Transmission Owners and 

Nonincumbent Developers, to submit to the Office of the Interconnection: (i) applications to pre-

qualify as eligible to be a Designated Entity; or (ii) updated information as described in the 

Operating Agreement, Schedule 6, section 1.5.8(a)(3).  Pre-qualification applications shall 

contain 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 or its affiliate’s, partner’s, or 

parent company’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 or its affiliate, partner, or parent company to address and timely remedy 

failure of facilities; (ix) a description of the experience of the entity or its affiliate, partner, or 

parent company 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 Operating Agreement, Schedule 6, section 1.5.8(a).   

 

 (a)(2) No later than October 31, the Office of the Interconnection shall notify the entities 

that submitted pre-qualification applications or updated information during the annual thirty-day 

pre-qualification window, whether they are, or will continue to be, pre-qualified as eligible to be 

a Designated Entity.  In the event the Office of the Interconnection determines that an entity (i) is 

not, or no longer will continue to be, pre-qualified as eligible to be a Designated Entity, or (ii) 

provided insufficient information to determine pre-qualification, the Office of the 



 

 

Interconnection shall inform that the entity it is not pre-qualified and include in the notification 

the basis for its determination.  The entity then may submit additional information, which the 

Office of the Interconnection shall consider in re-evaluating whether the entity is, or will 

continue to be, pre-qualified as eligible to be a Designated Entity.  If the entity submits 

additional information by November 30, the Office of the Interconnection shall notify the entity 

of the results of its re-evaluation no later than December 15.  If the entity submits additional 

information after November 30, the Office of the Interconnection shall use reasonable efforts to 

re-evaluate the application, with the additional information, and notify the entity of its 

determination as soon as practicable.  No later than December 31, the Office of the 

Interconnection shall post on the PJM website the list of entities that are pre-qualified as eligible 

to be Designated Entities.  If an entity is notified by the Office of the Interconnection that it does 

not pre-qualify or will not continue to be pre-qualified as eligible to be a Designated Entity, such 

entity may request dispute resolution pursuant to the Operating Agreement, Schedule 5.   

 

 (a)(3) In order to continue to pre-qualify as eligible to be a Designated Entity, such 

entity must confirm its information with the Office of the Interconnection no later than three 

years following its last submission or sooner if necessary as required below.  In the event the 

information on which the entity’s pre-qualification is based changes with respect to the 

upcoming year, such entity must submit to the Office of the Interconnection all updated 

information during the annual thirty-day pre-qualification window and the timeframes for 

notification in the Operating Agreement, Schedule 6, section 1.5.8(a)(2) shall apply.   In the 

event the information on which the entity’s pre-qualification is based changes with respect to the 

current year, such entity must submit to the Office of the Interconnection all updated information 

at the time the information changes and the Office of the Interconnection shall use reasonable 

efforts to evaluate the updated information and notify the entity of its determination as soon as 

practicable.   

 (a)(4) As determined by the Office of the Interconnection, an entity may submit a pre-

qualification application outside the annual thirty-day pre-qualification window for good cause 

shown.  For a pre-qualification application received outside of the annual thirty-day pre-

qualification window, the Office of the Interconnection shall use reasonable efforts to process the 

application and notify the entity as to whether it pre-qualifies as eligible to be a Designated 

Entity as soon as practicable.   

 

 (a)(5) To be designated as a Designated Entity for any project proposed pursuant to the 

Operating Agreement, Schedule 6, section 1.5.8, existing Transmission Owners and 

Nonincumbent Developers must be pre-qualified as eligible to be a Designated Entity pursuant to 

this Operating Agreement, Schedule 6, section 1.5.8(a).  This Operating Agreement, Schedule 6, 

section 1.5.8(a) 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.  Following 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 

Operating Agreement, Schedule 6 and the PJM Manuals, and after consideration of non-

transmission solutions,  and prior to evaluating potential enhancements and expansions to the 

Transmission System, the Office of the Interconnection shall publicly post on the PJM website 



 

 

all transmission need information, including violations, system conditions, EOL Notifications, 

EOL 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, which could be addressed by potential Short-term Projects, 

Long-lead Projects or projects determined pursuant to the State Agreement Approach in the 

Operating Agreement, Schedule 6, section 1.5.9, as applicable.  Such posting shall support the 

role of the Subregional RTEP Committees in the development of the Local Plans and support the 

role of the Transmission Expansion Advisory Committee in the development of the Regional 

Transmission Expansion Plan.  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.  In addition to the Transmission 

System needs referenced above, the Office of the Interconnection will post a combined list of 

Transmission Facilities that are listed in the EOL Look-Ahead Programs as having EOL 

Conditions within the 10-year horizon. 

 

(c) Project Proposal Windows.  The Office of the Interconnection shall provide notice to 

stakeholders of a 60-day proposal window for Short-term Projects and a 120-day proposal 

window for Long-lead Projects and Economic-based Enhancements or Expansions.  The 

specifics regarding whether or not the following types of violations or projects are subject to a 

proposal window are detailed in the Operating Agreement, Schedule 6, section 1.5.8(m) for 

Immediate-need Reliability Projects; Operating Agreement, Schedule 6, section 1.5.8(n) for 

reliability violations on transmission facilities below 200 kV; and Operating Agreement, 

Schedule 6, section 1.5.8(p) for violations on transmission substation equipment.  The Office of 

Interconnection may shorten a proposal window should an identified need require a shorter 

proposal window to meet the needed in-service date of the proposed enhancements or 

expansions, or extend a proposal window as needed to accommodate updated information 

regarding system conditions.  The Office of the Interconnection may shorten or lengthen a 

proposal window that is not yet opened based on one or more of the following criteria: (1) 

complexity of the violation or system condition; and (2) whether there is sufficient time 

remaining in the relevant planning cycle to accommodate a standard proposal window and timely 

address the violation or system condition.  The Office of the Interconnection may lengthen a 

proposal window that already is opened based on or more of the following criteria: (i) changes in 

assumptions or conditions relating to the underlying need for the project, such as load growth or 

Reliability Pricing Model auction results; (ii) availability of new or changed information 

regarding the nature of the violations and the facilities involved; and (iii) time remaining in the 

relevant proposal window.  In the event that the Office of the Interconnection determines to 

lengthen or shorten a proposal window, it will post on the PJM website the new proposal 

window period and an explanation as to the reasons for the change in the proposal window 

period.  During these windows, the Office of the Interconnection will accept proposals from 

existing Transmission Owners and Nonincumbent Developers for potential enhancements or 

expansions to address the posted violations, system conditions, economic constraints, as well as 

Public Policy Requirements.   

 

 (c)(1) All 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; (vi) cost estimates and analyses that provide sufficient detail for the 

Office of Interconnection to review and analyze the proposed cost of the project; and (vii) with 

the exception of project proposals submitted with cost estimates of $5 million or less, a $5,000 

non-refundable deposit must be included with each project proposal submitted by a proposing 

entity that indicates an intention to be the Designated Entity. 

 

  (c)(1)(i)  In addition, any proposing entity indicating its intention to be the 

Designated Entity will be responsible for and must pay all actual costs incurred by the 

Transmission Provider to evaluate the submitted project proposal.  To the extent the 

Transmission Provider incurs costs to evaluate multiple submitted project proposals where such 

costs are not severable by individual project proposal, the Transmission Provider shall invoice 

equal shares of the non-severable costs among the project proposals that cause such non-

severable costs to be incurred.  Notwithstanding this method of invoicing non-severable costs, 

non-severable costs will be jointly and severally owed by the proposing entities that cause such 

costs to be incurred. 

 

  (c)(1)(ii)  All non-refundable deposits will be credited towards the actual costs 

incurred by the Transmission Provider as a result of the evaluation of a submitted project 

proposal. 

 

  (c)(1)(iii)  Following the close of a proposal window but before the Transmission 

Provider incurs any third-party consultant work costs to evaluate a submitted project proposal, 

the Transmission Provider will issue to the proposing entity an initial invoice seeking payment of 

estimated costs to evaluate each submitted project proposal.  The estimated costs will be 

determined by considering the:  potential cost of consultant work, historical estimates for project 

proposals of similar scope, complexity and nature of the need, and/or technology and nature of 

the project proposal.  The Transmission Provider may issue additional invoices to the proposing 

entity prior to the completion of the evaluation activities associated with a project proposal if the 

Transmission Provider receives updated actual cost information and/or upon consideration of the 

factors specified in this section. 

 

  (c)(1)(iv)  At the completion of the evaluation activities associated with a project 

proposal, the Transmission Provider will reconcile the actual costs with monies paid and, to the 

extent necessary, issue either a final invoice or refund. 

 

  (c)(1)(v)  The proposing party must pay any invoiced costs within fifteen (15) 

calendar days of the Transmission Provider sending the invoice to the proposing entity or its 

agent.  For good cause shown, this fifteen (15) calendar day time period may be extended by the 

Transmission Provider.  If the proposing entity fails to pay any invoice within the time period 

specified and/or extended by the Transmission Provider in accordance with this section, the 

proposing entity’s pre-qualification status may be suspended and the proposing entity will be 

ineligible to be a Designated Entity for any projects that do not yet have an executed Designated 

Entity Agreement.  Such a suspension and/or ineligibility will remain in place until the proposing 



 

 

entity pays in full all outstanding monies owed to the Transmission Provider as a result of the 

evaluation of the proposing entity’s project proposal(s).   

 

 (c)(2) Proposals from all entities (both existing Transmission Owners and 

Nonincumbent Developers) that indicate the entity intends to be a Designated Entity, also must 

contain information to the extent not previously provided pursuant to the Operating Agreement, 

Schedule 6, 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 binding cost commitment proposal the entity may wish to submit; and (viii) any 

other information that may assist the Office of the Interconnection in evaluating the proposed 

project.  To the extent that an entity submits a cost containment proposal the entity shall submit 

sufficient information for the Office of Interconnection to determine the binding nature of the 

proposal with respect to critical elements of project development.  PJM may not alter the 

requirements for proposal submission to require the submission of a binding cost containment 

proposal, in whole or in part, or otherwsise mandate or unilaterally alter the terms of any such 

proposal or the requirements for proposal submission, the submission of any such proposals at all 

times remaining voluntary.   

 

 (c)(3) The Office of the Interconnection may request additional reports or information 

from an existing Transmission Owner or Nonincumbent Developers that it determines are 

reasonably necessary to evaluate its specific project proposal pursuant to the criteria set forth in 

the Operating Agreement, Schedule 6, sections 1.5.8(e) and 1.5.8(f).  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 the Operating Agreement, Schedule 6, section 1.5.8(c)(3) 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 (whether an 



 

 

existing Transmission Owner or Nonincumbent Developer) 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.   

 

 (c)(5) Within 30 days of the closing of the proposal window, the Office of the 

Interconnection may notify the proposing entity that additional per project fees are required if the 

Office of the Interconnection determines the proposing entity’s submittal includes multiple 

project proposals. Within 10 Business Days of receipt of the notification of insufficient funds by 

the Office of the Interconnection, the proposing entity shall submit such funds or notify the 

Office of the Interconnection which of the project proposals the Office of the Interconnection 

should evaluate based on the fee(s) submitted. 

 

(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 the 

Operating Agreement, Schedule 6, section 1.5.8(c).  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 the 

Operating Agreement, Schedule 6, section 1.5.9.  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 the Operating Agreement, Schedule 6, sections 1.5.8(e) and 

1.5.8(f).  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 Operating Agreement, 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 the 

Operating Agreement, Schedule 6, 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 the Operating 

Agreement, Schedule 6, section 1.5.3, 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, EOL Notifications, 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 the Operating Agreement, Schedule 6, section 1.5.7(d); (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, EOL 

Conditions, economic efficiency issues or federal Public Policy Requirements or state Public 

Policy Requirements identified by the states in the PJM Region; and (iv) the ability to timely 

complete the project, and project development feasibility; and (v) other factors such as cost-

effectiveness, including the quality and effectiveness of any voluntary-submitted binding cost 

commitment proposal related to Transmission Facilities which caps project construction costs 

(either in whole or in part), project total return on equity (including incentive adders), or capital 

structure.  In scrutinizing the cost of project proposals, the Office of Interconnection shall 

determine for each project finalist’s proposal, including any Transmission Owner Upgrades, the 

comparative risks to be borne by ratepayers as a result of the proposal’s binding cost 

commitment or the use of non-binding cost estimates.  Such comparative analysis shall detail, in 

a clear and transparent manner, the method by which the Office of Interconnection scrutinized 

the cost and overall cost-effectiveness of each finalist’s proposal, including any binding cost 

commitments.  Such comparative analysis shall be presented to the TEAC for review and 

comment.  In evaluating any cost, ROE and/or capital structure proposal, PJM is not making a 

determination that the cost, ROE or capital structure results in just and reasonable rates, which 

shall be addressed in the required rate filing with the FERC.  Stakeholders seeking to dispute a 

particular ROE analysis utilized in the selection process may address such disputes with the 

Designated Entity in the applicable rate proceeding where the Designated Entity seeks approval 

of such rates from the Commission.  Neither PJM, the Designated Entity nor any stakeholders 

are waiving any of their respective FPA section 205 or 206 rights through this process.  

Challenges to the Designated Entity Agreements are subject to the just and reasonable standard. 

 

(f) Entity-Specific Criteria Considered in Determining the Designated Entity for a 

Project.  In determining whether the entity proposing a Short-term Project, Long-lead Project or 

Economic-based Enhancement or Expansion 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 Operating Agreement, Schedule 6, section 1.5.8(a); (iii) 

information provided either in the proposing entity’s submission  pursuant to the Operating 

Agreement, Schedule 6, 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, including but not limited to whether the proposal includes the 

entity’s previously designated project(s) included in the plan.   

 



 

 

(g) Procedures if No Long-lead Project or Economic-based Enhancement or Expansion 

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, or system condition, the Office of the Interconnection may re-evaluate 

and re-post on the PJM website the unresolved violations, or system conditions pursuant to the 

Operating Agreement, Schedule 6, 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, or system condition 

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 develop and post on the PJM website a transmission solution construction 

timeline for input and review by the Transmission Expansion Advisory Committee that will 

include factors such as, but not limited to: (i) deadlines for obtaining regulatory approvals, (ii) 

dates by which long lead equipment should be acquired, (iii) the time necessary to complete a 

proposed solution to meet the required in-service date, and (iv) other time-based factors 

impacting the feasibility of achieving the required in-service date.  Based on input from the 

Transmission Expansion Advisory Committee and the time frames set forth in the construction 

timeline, the Office of the Interconnection shall determine whether there is sufficient time to 

conduct a re-evaluation and re-post and timely address the existing and projected limitations on 

the Transmission System that give rise to the need for an enhancement or expansion.  To the 

extent that an EOL Notification or economic constraint remains unaddressed, the EOL 

Notification or economic constraint will be re-evaluated and re-posted. 

 

(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 15 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:  (i) the needed in-service date of the project; and (ii) a date by 

which all necessary state approvals should be obtained to timely meet the needed in-service date 

of the project.  The Office of the Interconnection shall use these dates as part of its on-going 



 

 

monitoring of the progress of the project to ensure that the project is completed by its needed in-

service date.  

 

(j) Acceptance of Designation.  Within 30 days of receiving notification of its designation 

as a Designated Entity, the existing Transmission Owner or Nonincumbent Developer shall 

notify the Office of the Interconnection of its acceptance of such designation and submit to the 

Office of the Interconnection a development schedule, which shall include, but not be limited to, 

milestones necessary to develop and construct the project to achieve the required in-service date, 

including milestone dates for obtaining all necessary authorizations and approvals, including but 

not limited to, state approvals.  For good cause shown, the Office of the Interconnection may 

extend the deadline for submitting the development schedule.  The Office of the Interconnection 

then shall review the development schedule and within 15 days or other reasonable time as 

required by the Office of the Interconnection:  (i) notify the Designated Entity of any issues 

regarding the development schedule identified by the Office of the Interconnection that may 

need to be addressed to ensure that the project meets its needed in-service date; and (ii) tender to 

the Designated Entity an executable Designated Entity Agreement setting forth the rights and 

obligations of the parties.  To retain its status as a Designated Entity, within 60 days of receiving 

an executable Designated Entity Agreement (or other such period as mutually agreed upon by the 

Office of the Interconnection and the Designated Entity), the Designated Entity (both existing 

Transmission Owners and Nonincumbent Developers) shall submit to the Office of the 

Interconnection 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 return to the 

Office of the Interconnection an executed Designated Entity Agreement containing a mutually 

agreed upon development schedule.  In the alternative, the Designated Entity may request 

dispute resolution pursuant to the Operating Agreement, Schedule 5, or request that the 

Designated Entity Agreement be filed unexecuted with the Commission.   

 

(k) Failure of Designated Entity to Meet Milestones.  In the event the Designated Entity 

fails to comply with one or more of the requirements of the Operating Agreement, Schedule 6, 

section 1.5.8(j); or fails to meet a milestone in the development schedule set forth in the 

Designated Entity Agreement 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. 

 



 

 

(l) Transmission Owners Required to be the Designated Entity.  Notwithstanding 

anything to the contrary in this Operating Agreement, Schedule 6, section 1.5.8, in all events, the 

Transmission Owner(s) in whose Zone(s) a project proposed pursuant to the Operating 

Agreement, Schedule 6, section 1.5.8(c) is to be located will be the Designated Entity for the 

project, when the Short-term Project or Long-lead Project is:  (i) a Transmission Owner 

Upgrade; (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) Pursuant to the expansion planning process set forth in Operating Agreement, 

Schedule 6, sections 1.5.1 through 1.5.6, the Office of the Interconnection shall identify 

immediate reliability needs that must be addressed within three years or less.  For those 

immediate reliability needs for which PJM determines a proposal window may not be feasible, 

PJM shall identify and post such immediate need reliability criteria violations and system 

conditions for review and comment by the Transmission Expansion Advisory Committee and 

other stakeholders.  Following review and comment, the Office of the Interconnection shall 

develop Immediate-need Reliability Projects for which a proposal window pursuant to the 

Operating Agreement, Schedule 6, section 1.5.8(m)(2) is infeasible.  The Office of the 

Interconnection shall consider the following factors in determining the infeasibility of such a 

proposal window: (i) nature of the reliability criteria violation; (ii) nature and type of potential 

solution required; and (iii) projected construction time for a potential solution to the type of 

reliability criteria violation to be addressed.  The Office of the Interconnection shall post on the 

PJM website for review and comment by the Transmission Expansion Advisory Committee and 

other stakeholders descriptions of the Immediate-need Reliability Projects for which a proposal 

window pursuant to the Operating Agreement, Schedule 6, section 1.5.8(m)(2) is infeasible.  The 

descriptions shall include an explanation of the decision to designate the Transmission Owner as 

the Designated Entity for the Immediate-need Reliability Project rather than conducting a 

proposal window pursuant to the Operating Agreement, Schedule 6, section 1.5.8(m)(2), 

including an explanation of the time-sensitive need for the Immediate-need Reliability Project, 

other transmission and non-transmission options that were considered but concluded would not 

sufficiently address the immediate reliability need, the circumstances that generated the 

immediate reliability need, and why the immediate reliability need was not identified earlier.  

After the descriptions are posted on the PJM website, stakeholders shall have reasonable 

opportunity to provide comments to the Office of the Interconnection.  All comments received 

by the Office of the Interconnection shall be publicly available on the PJM website.  Based on 

the comments received from stakeholders and the review by Transmission Expansion Advisory 

Committee, 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.  In January of each year, the Office of the 

Interconnection shall post on the PJM website and file with the Commission for informational 

purposes a list of the Immediate-need Reliability Projects for which an existing Transmission 

Owner was designated in the prior year as the Designated Entity in accordance with this 

Operating Agreement, Schedule 6, section 1.5.8(m)(1).  The list shall include the need-by date of 

Immediate-need Reliability Project and the date the Transmission Owner actually energized the 

Immediate-need Reliability Project. 

 

 (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 Immediate-need 

Reliability Project proposals, including an explanation of the time-sensitive need for an 

Immediate-need Reliability Project and provide notice to stakeholders of a shortened proposal 

window.  Proposals must contain the information required in the Operating Agreement, Schedule 

6, 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 the Operating Agreement, Schedule 6, 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 the 

Operating Agreement, Schedule 6, section 1.5.8(i), 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 the Operating Agreement, Schedule 6, 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 the 

Operating Agreement, Schedule 6, section 1.5.8(m)(1). 

 

(n) Reliability Violations on Transmission Facilities Below 200 kV.  Pursuant to the 

expansion planning process set forth in the Operating Agreement, Schedule 6, sections 1.5.1 

through 1.5.6, the Office of the Interconnection shall identify reliability violations on facilities 

below 200 kV.  The Office of the Interconnection shall not post such a violation pursuant to the 

Operating Agreement, Schedule 6, section 1.5.8(b) for inclusion in a proposal window pursuant 

to the Operating Agreement, Schedule 6, section 1.5.8(c) unless the identified violation(s) 

satisfies one of the following exceptions:  (i) the violation arises from an EOL Notification or 

EOL Condition; (ii) the reliability violations are thermal overload violations identified on 

multiple transmission lines and/or transformers rated below 200 kV that are impacted by a 

common contingent element, such that multiple reliability violations could be addressed by one 



 

 

or more solutions, including but not limited to a higher voltage solution; or (iii) the reliability 

violations are thermal overload violations identified on multiple transmission lines and/or 

transformers rated below 200 kV and the Office of the Interconnection determines that given the 

location and electrical features of the violations one or more solutions could potentially address 

or reduce the flow on multiple lower voltage facilities, thereby eliminating the multiple 

reliability violations.  If the reliability violation is identified on multiple facilities rated below 

200 kV that are determined by the Office of the Interconnection to meet one of the exceptions 

stated above, the Office of the Interconnection shall post on the PJM website the reliability 

violations to be included in a proposal window consistent with the Operating Agreement, 

Schedule 6, section 1.5.8(c).  If the Office of the Interconnection determines that the identified 

reliability violations do not satisfy any of the exceptions stated above, the Office of the 

Interconnection shall develop a solution to address the reliability violation on below 200 kV 

Transmission Facilities that will not be included in a proposal window pursuant to the Operating 

Agreement, Schedule 6, section 1.5.8(c). The Office of Interconnection shall post on the PJM 

website for review and comment by the Transmission Expansion Advisory Committee and other 

stakeholders descriptions of the below 200 kV reliability violations that will not be included in a 

proposal window pursuant to the Operating Agreement, Schedule 6, section 1.5.8(c).  The 

descriptions shall include an explanation of the decision to not include the below 200 kV 

reliability violation(s) in Operating Agreement, Schedule 6, section 1.5.8(c) proposal window, a 

description of the facility on which the violation(s) is found, the Zone in which the facility is 

located, and notice that such construction responsibility for and ownership of the project that 

resolves such below 200 kV reliability violation will be designated to the incumbent 

Transmission Owner.  After the descriptions are posted on the PJM website, stakeholders shall 

have reasonable opportunity to provide comments for consideration by the Office of the 

Interconnection.  With the exception of Immediate-need Reliability Projects under the Operating 

Agreement, Schedule 6, section 1.5.8(m), PJM will not select an above 200 kV solution for 

inclusion in the recommended plan that would address a reliability violation on a below 200 kV 

transmission facility without posting the violation for inclusion in a proposal window consistent 

with the Operating Agreement, Schedule 6, section 1.5.8(c).  All written comments received by 

the Office of the Interconnection shall be publicly available on the PJM website. 

(o) [Reserved]   

 

(p) Thermal Reliability Violations on Transmission Substation Equipment.  Pursuant to 

the regional transmission expansion planning process set forth in the Operating Agreement, 

Schedule 6, sections 1.5.1 through 1.5.6, the Office of the Interconnection shall identify thermal 

reliability violations on existing transmission substation equipment.  The Office of the 

Interconnection shall not post such thermal reliability violations pursuant to the Operating 

Agreement, Schedule 6, section 1.5.8(b) for inclusion in a proposal window pursuant to the 

Operating Agreement, Schedule 6, section 1.5.8(c) if the Office of the Interconnection 

determines that the reliability violations would be more efficiently addressed by an upgrade to 

replace in kind transmission substation equipment with higher rated equipment, excluding power 

transmission transformers, but including station service transformers and instrument 

transformers.  If the Office of the Interconnection determines that the reliability violation does 

not meet the exemption stated above, the Office of the Interconnection shall post on the PJM 

website the reliability violations to be included in a proposal window consistent with the 

Operating Agreement, Schedule 6, section 1.5.8(c).  If the Office of the Interconnection 



 

 

determines that the identified thermal reliability violations satisfy the above exemption to the 

proposal window process, the Office of the Interconnection shall post on the PJM website for 

review and comment by the Transmission Expansion Advisory Committee and other 

stakeholders descriptions of the transmission substation equipment thermal reliability violations 

that will not be included in a proposal window pursuant to Operating Agreement, Schedule 6, 

section 1.5.8(c).  The descriptions shall include an explanation of the decision to not include the 

transmission substation equipment thermal reliability violation(s) in Operating Agreement, 

Schedule 6, section 1.5.8(c) proposal window, a description of the facility on which the thermal 

violation(s) is found, the Zone in which the facility is located, and notice that such construction 

responsibility for and ownership of the project that resolves such transmission substation 

equipment thermal violations will be designated to the incumbent Transmission Owner.  After 

the descriptions are posted on the PJM website, stakeholders shall have reasonable opportunity to 

provide comments for consideration by the Office of the Interconnection.  All written comments 

received by the Office of the Interconnection shall be publicly available on the PJM website. 

 

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.  As determined by the authorized state 

governmental entities, such transmission enhancements or expansions may be included in the 

recommended plan, either 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 the Operating 

Agreement, Schedule 6, section 1.5.8(l), the state(s) responsible for cost allocation for a 

Supplemental Project or a state public policy project in accordance with the Operating 

Agreement, Schedule 6, section 1.5.9(a) 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 the Operating Agreement, Schedule 6, section 1.5.8(a).   

 

1.5.10 Multi-Driver Project. 

 

 (a) When a proposal submitted by an existing Transmission Owner or Nonincumbent 

Developer pursuant to Operating Agreement, Schedule 6, section 1.5.8(c) meets the definition of 



 

 

a Multi-Driver Project and is designated to be included in the Regional Transmission Expansion 

Plan for purposes of cost allocation, the Office of the Interconnection shall designate the 

Designated Entity for the project as follows:  (i) if the Multi-Driver Project does not contain a 

state Public Policy Requirement component, the Office of the Interconnection shall designate the 

Designated Entity pursuant to the criteria in the Operating Agreement, Schedule 6, section 1.5.8; 

or (ii) if the Multi-Driver Project contains a state Public Policy Requirement component, the 

Office of the Interconnection shall evaluate potential Designated Entity candidates based on the 

criteria in the Operating Agreement, Schedule 6, section 1.5.8, and provide its evaluation to and 

elicit feedback from the sponsoring state governmental entities responsible for allocation of all 

costs of the proposed state Public Policy Requirement component (“state governmental 

entity(ies)”) regarding its evaluation.  Based on its evaluation of the Operating Agreement, 

Schedule 6, section 1.5.8 criteria and consideration of the feedback from the sponsoring state 

governmental entity(ies), the Office of the Interconnection shall designate the Designated Entity 

for the Multi-Driver Project and notify such entity consistent with the Operating Agreement, 

Schedule 6, section 1.5.8(i).  A Multi-Driver Project may be based on proposals that consist of 

(1) newly proposed transmission enhancements or expansions; (2) additions to, or modifications 

of, transmission enhancements or expansions already selected for inclusion in the Regional 

Transmission Expansion Plan; and/or (3) one or more transmission enhancements or expansions 

already selected for inclusion in the Regional Transmission Expansion Plan. 

 

 (b) A Multi-Driver Project may contain an enhancement or expansion that addresses 

a state Public Policy Requirement component only if it meets the requirements set forth in the 

Operating Agreement, Schedule 6, section 1.5.9(a) and its cost allocations are established 

consistent with the Tariff, Schedule 12, section (b)(xii)(B). 

 

 (c) If a state governmental entity(ies) desires to include a Public Policy Requirement 

component after an enhancement or expansion has been included in the Regional Transmission 

Expansion Plan, the Office  of the Interconnection may re-evaluate the relevant reliability-based 

enhancement or expansion, Economic-based Enhancement or Expansion, or Multi-Driver Project 

to determine whether adding the state-sponsored Public Policy Requirement component would 

create a more cost effective or efficient solution to system conditions.  If the Office of the 

Interconnection determines that adding the state-sponsored Public Policy Requirement 

component to an enhancement or expansion already included in the Regional Transmission 

Expansion Plan would result in a more cost effective or efficient solution, the state-sponsored 

Public Policy Requirement component may be included in the relevant enhancement or 

expansion, provided all of the requirements of the Operating Agreement, Schedule 6, section 

1.5.10(b) are met, and cost allocations are established consistent with the Tariff, Schedule 12, 

section (b)(xii)(B). 

 

 (d) If, subsequent to the inclusion in the Regional Transmission Expansion Plan of a 

Multi-Driver Project that contains a state Public Policy Requirement component, a state 

governmental entity(ies) withdraws its support of the Public Policy Requirement component of a 

Multi-Driver Project, then:  (i) the Office of the Interconnection shall re-evaluate the need for the 

remaining components of the Multi-Driver Project without the state Public Policy Requirement 

component, remove the Multi-Driver Project from the Regional Transmission Expansion Plan, or 

replace the Multi-Driver Project with an enhancement or expansion that addresses remaining 



 

 

reliability or economic system needs; (ii) if the Multi-Driver Project is retained in the Regional 

Transmission Expansion Plan without the state Public Policy Requirement component, the costs 

of the remaining components will be allocated in accordance with the Tariff, Schedule 12; (iii) if 

more than one state is responsible for the costs apportioned to the state Public Policy 

Requirement component of the Multi-Driver Project, the remaining state governmental 

entity(ies) shall have the option to continue supporting the state Public Policy component of the 

Multi-Driver Project and if the remaining state governmental entity(ies) choose this option, the 

apportionment of the state Public Policy Requirement component will remain in place and the 

remaining state governmental entity(ies) shall agree upon their respective apportionments; (iv) if 

a Multi-Driver Project must be retained in the Regional Transmission Expansion Plan and 

completed with the State Public Policy component, the state Public Policy Requirement 

apportionment will remain in place and the withdrawing state governmental entity(ies) shall 

continue to be responsible for its/their share of the FERC-accepted cost allocations as filed 

pursuant to the Tariff, Schedule 12, section (b)(xii)(B). 

 

 (e) The actual costs of a Multi-Driver Project shall be apportioned to the different 

components (reliability-based enhancement or expansion, EOL Notification-based enhancement 

or expansion, Economic-based Enhancement or Expansion and/or Public Policy Requirement) 

based on the initial estimated costs of the Multi-Driver Project in accordance with the 

methodology set forth in the Tariff, Schedule 12. 

 

 (f) The benefit metric calculation used for evaluating the market efficiency 

component of a Multi-Driver Project will be based on the final voltage of the Multi-Driver 

Project using the Benefit/Cost Ratio calculation  set  forth in  the  Operating Agreement, 

Schedule 6, section 1.5.7(d) where the Cost component of the calculation is the present value of 

the estimated cost of the enhancement apportioned to the market efficiency component of the 

Multi-Driver Project for each of the first 15 years of the life of the enhancement or expansion. 

 

 (g) Except as provided to the contrary in this Operating Agreement, Schedule 6, 

section 1.5.10 and Operating Agreement, Schedule 6, section 1.5.8 applies to Multi-Driver 

Projects. 

 (h) The Office of the Interconnection shall determine whether a proposal(s) meets the 

definition of a Multi-Driver Project by identifying a more efficient or cost effective solution that 

uses one of the following methods:  (i) combining separate solutions that address reliability, EOL 

Notifications, economics and/or public policy into a single transmission enhancement or 

expansion that incorporates separate drivers into one Multi-Driver Project (“Proportional Multi-

Driver Method”); or (ii) expanding or enhancing a proposed single driver solution to include one 

or more additional component(s) to address a combination of reliability, EOL Notifications, 

economic and/or public policy drivers (“Incremental Multi-Driver Method”). 

 

(i) In determining whether a Multi-Driver Project may be designated to more than 

one entity, PJM shall consider whether:  (i) the project consists of separable transmission 

elements, which are physically discrete transmission components, such as, but not limited to, a 

transformer, static var compensator or definable linear segment of a transmission line, that can be 

designated individually to a Designated Entity to construct and own and/or finance; and (ii) each 

entity satisfies the criteria set forth in the Operating Agreement, Schedule 6, section 



 

 

1.5.8(f).  Separable transmission elements that qualify as Transmission Owner Upgrades shall be 

designated to the Transmission Owner in the Zone in which the facility will be located. 
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May 12, 2020 
 
VIA ELECTRONIC MAIL  
 
Ake Almgren, Chairman 
Manu Asthana, President & CEO 
The PJM Board of Managers  
2750 Monroe Blvd. 
Audubon, Pennsylvania 19408  
 
Re: End of Life (EOL) Transmission Planning 
 
Dear Dr. Almgren, Mr. Asthana, and the PJM Board of Managers: 
 
PJM has a historic and unique choice before it:  Will the Grid of the Future be regionally 
or locally planned? We believe that the best way to reliably, cost effectively and holistically 
plan the Grid of the Future is through PJM’s independent regional planning process. 
 
The signatories to this letter ask this question given the mounting evidence that the 
majority of transmission planning in the PJM footprint is not occurring on a regional basis.  
According to PJM’s presentation at the May 4, 2020 Annual Members Committee, in 
2018, there were $6.5 billion in Supplemental Projects and just $2.0 billion in regionally 
planned projects.  The largest component of the spending on Supplemental Projects in 
2018 was on projects that were claimed to be necessary due to end of life (“EOL”) 
conditions.  The statistics for 2019 also show that the vast majority of projects were based 
on claims of EOL conditions and were not subject to regional planning.  See the 2019 
Project Statistics presented at the May 12, 2020 Transmission Expansion Advisory 
Committee. 
 
A diverse cross-section of PJM stakeholders have attempted to develop a workable 
solution to clarify that PJM is the entity responsible for planning new transmission to 
replace Transmission Facilities at the end of their lives and to add much needed 
transparency to the planning process.  To effectuate change, salvage the PJM regional 
planning process and plan the Grid of the Future, Operating Agreement changes are 
required.  We wholeheartedly agree with the PJM Board Reliability Committee’s position 
that “…PJM may be in the best position to determine the more cost-effective regional 
solution to replace a retired facility.” See the October 4, 2019 Letter to the PJM Members 
Committee from Dean Oskvig, Chair-Board Reliability Committee (available at: 
https://www.pjm.com/-/media/about-pjm/who-we-are/public-disclosures/20191004-pjm-
board-reliability-committee-chair-dean-oskvig-regarding-supplemental-
projects.ashx?la=en).  The stakeholders would like to ensure that any necessary 
replacements for 40 to 60 year old Transmission Facilities are regionally planned by PJM.   
 
The transmission system in PJM needs to be developed with an eye toward the future, 
rather than simply rebuilding the grid of the past.  We envision a future where PJM is able 
to combine drivers of transmission projects, namely public policy projects, with aging 
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infrastructure replacement projects, to plan the Grid of the Future through a robust and 
transparent regional planning process.  FERC has long recognized the benefits of having 
transmission planned on a regional basis, rather than on a Transmission Owner- (“TO”) 
by-TO basis, including an optimized planning process capable of addressing the multiple 
needs across TO zones with consolidated solutions that are more efficient and cost-
effective than planning that merely addresses needs on an individualized basis.  These 
regional benefits have driven FERC to incent TOs to join RTOs, including incentives paid 
by load tied to such participation.  We believe a well-planned and constructed regional 
transmission system is critical to the success of PJM wholesale markets and fundamental 
to the notion of an RTO.   
 
The PJM stakeholder process is coming to the conclusion of its process and will be 
considering, through an upcoming vote, whether to provide the PJM Board with Operating 
Agreement changes that respect current contractual arrangements and precedent while 
enabling PJM to determine the most cost-effective planning solutions once an individual 
TO determines that Transmission Facilities have reached the end of their lives.  Our 
purpose in writing is to ensure you and the Board have a complete a picture of our 
proposal and the law supporting it.   
 
After careful consideration of the Board’s July 2019 guidance on EOL determination and 
feedback from PJM staff and other stakeholders, we modified and refined our proposal to 
make clear that TOs retain the right, obligation and liability associated with making the 
technical determination that a Transmission Facility has reached its EOL.  Only after a 
TO makes an EOL Notification that a Transmission Facility is no longer capable of being 
maintained and must be replaced is PJM required to include the EOL Condition in the 
regional planning process.  As such, liability associated with the EOL determination would 
not shift to PJM under the stakeholder proposal. 
 
Additionally, PJM currently plans transmission in a minimum of five-year planning models.  
The stakeholders’ proposal includes a requirement that the TOs provide a six-year 
minimum EOL Notification to ensure that PJM can perform the regional planning in the 
minimum planning horizon.  Consistent with the current Operating Agreement for any 
regionally planned projects, PJM retains the ability to accelerate, decelerate or modify in-
service dates for any new regionally planned projects, as system conditions warrant. 
 
The stakeholder proposal does not conflict with the PJM Governing Documents, but it 
does require Schedule 6 of the Operating Agreement to be modified to authorize PJM to 
direct the most cost-effective solution after the TO provides an EOL Notification.  As you 
know, PJM Members control Schedule 6 of the Operating Agreement. See Operating 
Agreement Sections 8.8, 18.6 and Manual 34, PJM Stakeholder Process at 18. No other 
PJM Governing Document changes are needed.   
 
To be clear, the stakeholder proposal is consistent with the Consolidated Transmission 
Owners Agreement (“CTOA”).  CTOA Section 4.1, entitled, “Rights and Responsibilities 
Transferred to PJM,” transfers to PJM the responsibility to prepare the RTEP.  The RTEP 
is defined in CTOA Section 1.22 as it is defined in the PJM Open Access Transmission 
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Tariff: as "the plan prepared by PJM pursuant to Operating Agreement, Schedule 6 for 
the enhancement and expansion of the Transmission System in order to meet the 
demands for firm transmission service in the PJM Region.”  Thus, PJM has both the right 
and the obligation to plan new transmission that expands and enhances the transmission 
grid, as well as require information such as EOL Notifications from TOs in order to 
responsibly regionally plan.  The sponsors of the stakeholders’ proposal take no issue 
with the TOs’ retention of the right to maintain and retire transmission assets as set forth 
in Sections 4.5 and 5.2 of the CTOA; the stakeholders’ proposal respects the reservation 
of those rights for the TOs.  
 
The TOs assert that the stakeholders’ proposal fails to recognize direct and precedential 
Federal Energy Regulatory Commission (“FERC”) Orders relating to “asset management” 
in the California market.  This assertion has no grounding given that the “precedent” relied 
upon by the TOs expressly and affirmatively distinguishes PJM from the region being 
addressed in the orders.  In the FERC Order Denying Rehearing in California Public 
Utilities Commission, et. al. v. Pacific Gas and Electric Company, 168 FERC ¶ 61,171 at 
Paragraph 54 (2019) states: 
 

The Commission did not address the question whether Supplemental 
Projects must be included in PJM’s Order No. 890-compliant transmission 
planning process in either the PJM Show Cause Order or the February 15 
PJM Order.  Rather, those orders addressed the question whether 
Supplemental Projects were being treated in accordance with PJM’s Order 
No. 890-compliant transmission planning process once PJM had elected to 
include them in that process.  Thus the Commission stated in the Order 
on Complaint, “[t]he question of whether asset management projects 
and activities that do not increase the capacity of the grid must go 
through an Order No. 890-compliant transmission planning process 
was not at issue in the February 15 PJM Order.” (emphasis added).  

 
The Commission went on to state: 
 

In light of the specific criteria set forth in the definition of Supplemental 
Projects in the PJM Tariff, there is no basis to conclude that based on their 
definition, Supplemental Projects are in many cases identical to asset 
management projects….” Id. at Paragraph 59 (emphasis added). 

 
Again, nothing in the stakeholders’ proposal alters TOs’ management of their existing 
assets.  As such, the California Orders are not relevant here. 
 
The PJM stakeholder process is designed for stakeholders to engage and develop 
consensus-based resolution of issues.  It is important to all of us that the PJM 
stakeholders have the opportunity to voice their preference that PJM independently and 
comprehensively plan the Grid of the Future and not relinquish that right and obligation 
to the incumbent TOs.   Our collective hope is that PJM follows the direction set forth by 
Mr. Asthana and refrain from advocating particular policies and instead listens to all 



Page 4 of 39 
 

stakeholders and perspectives and bring expertise to bear to help achieve the three 
priorities of reliability, planning and market function for the most efficient delivery of power 
to the 65 million customers in the footprint spanning 13 states and Washington, D.C. 
 
We would be happy to discuss any constructive feedback the Board is willing to share on 
the stakeholder proposal and our proposed changes to the PJM Operating Agreement. 
 
We look forward to your reply. 
 
Respectfully,  
 
Jolene M. Thompson 
President/CEO  
American Municipal Power, Inc. 
 
Marcus Harris 
President/CEO 
Old Dominion Electric Cooperative 
 
Sharon K. Segner 
Vice President, LS Power  
 
Robert A. Weishaar, Jr. 
Susan E. Bruce 
Counsel to PJM Industrial Customer 
Coalition 
 
Alice Wolfe 
General Manager 
Blue Ridge Power Agency 
 
Patrick E. McCullar 
President & CEO 
Delaware Municipal Electric 
Corporation, Inc.  
 
Brian Vayda 
Executive Director 

Public Power Association of New Jersey  
For: 
Borough of Butler, NJ 
Borough of Lavallette, NJ 
Borough of Madison, NJ 
Borough of Milltown, NJ 
Borough of Park Ridge, NJ 
Borough of Pemberton, NJ 
Borough of Seaside Heights, NJ 
Borough of South River, NJ 
Vineland Municipal Electric Utility 
 
Office of the People’s Counsel for the 
District of Columbia 
Sandra Mattavous-Frye, People’s 
Counsel 
Karen R. Sistrunk, Deputy People’s 
Counsel 
Anjali G. Patel, Senior Assistant 
People’s Counsel 
Frederick (Erik) Heinle III, Assistant 
People’s Counsel 
 
Andrew Slater 
Public Advocate 
The Delaware Division of the Public 
Advocate 
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DEFINITIONS E - F 

End of Life (EOL) Condition shall mean the state of Transmission Facilities that are determined by a 
Transmission Owner, in accordance with the applicable EOL Look-ahead Program and EOL Criteria, to be 
such that it is not prudent to continue to maintain, repair or refurbish the facility and the facility 
therefore will reach the end of its operational life within the EOL Look-ahead Program period. 

End of Life (EOL) Criteria shall mean the posted standards, as contained in its applicable EOL Look-ahead 
Program, applied by a Transmission Owner for the purpose of determining whether a Transmission 
Facility or group of related Transmission Facilities have reached or will, within the applicable planning 
horizon reach, EOL Condition.  The EOL Criteria shall also include the basis for which EOL Conditions will 
be prioritized.   If a Transmission Owner has not developed a specific program or process for using EOL 
Criteria to make an EOL Notification or EOL Condition determination, minimum guidelines based on 
industry averages, manufacturers recommendations and good utility practice shall be developed by the 
Office of the Interconnection that the Transmission Owner shall follow for determining EOL Conditions 
and issuing EOL Notifications.   

End of Life (EOL) Look-ahead Program shall mean the Transmission Owner-specific Program for 
transparently applying EOL Criteria to determine and to prioritize EOL Conditions and to make EOL 
Notifications for all Transmission Facilities.  The EOL Look-ahead Program must cover a minimum of 10 
years from the date of submission.  

End of Life (EOL) Notification shall mean the notification and documentation required in Schedule 6 of 
this Amended and Restated Operating Agreement to be given by Transmission Owners to PJM and 
stakeholders declaring Transmission Facilities to have reached the end of its operational life and for 
which the Office of Interconnection shall plan an EOL Project, if necessary.  

End of Life (EOL) Project shall mean a Regional RTEP Project or Sub-regional RTEP Project developed by 
the Office of the Interconnection that is intended to address Transmission Facilities (or set of related 
Transmission Facilities) that has, or will within the applicable planning horizon, reach EOL Condition or 
for which an EOL Notification has been received by the Office of the Interconnection.  Such EOL Project 
may combine more than one: (i) EOL Notification, (ii) EOL condition, or (iii) any other Regional 
Transmission Expansion Plan planning criteria.  

 

DEFINITIONS I – L 

Long-lead Project: 

“Long-lead Project” shall mean a transmission enhancement or expansion with an in-service date 
more than five years from the year in which, pursuant to Operating Agreement, Schedule 6, section 
1.5.8(c), the Office of the Interconnection posts the violations, system conditions, EOL Notification, or 
Public Policy Requirements to be addressed by the enhancement or expansion. 
 

DEFINITIONS M - N 



 
 

Multi-Driver Project: “Multi-Driver Project” shall mean a transmission enhancement or expansion that 
addresses more than one of the following: reliability violations, EOL Notifications, EOL Conditions, 
economic constraints or State Agreement Approach initiatives. 

DEFINITIONS Q – R  

Regional RTEP Project: 

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

DEFINITIONS S – T 
Short-term Project: 
 
“Short-term Project” shall 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 Operating 
Agreement, Schedule 6, section 1.5.8(c), the Office of the Interconnection posts the violations, system 
conditions, EOL Notification, or Public Policy Requirements to be addressed by the enhancement or 
expansion. 
 
 
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, EOL Notification, or economic criteria, pursuant to a determination by the Office of the 
Interconnection. 
 

Supplemental Project: 
 
“Supplemental Project” shall mean a transmission expansion or enhancement that is not required for 
compliance with the following PJM criteria: system reliability, operational performance, EOL 
Notification, or economic criteria, pursuant to a determination by the Office of the Interconnection and 
is not a state public policy project pursuant to Operating Agreement, Schedule 6, section 1.5.9(a)(ii).  
Supplemental Projects shall not address EOL Conditions or EOL Criteria.  Any system upgrades required 
to maintain the reliability of the system that are driven by a Supplemental Project are considered part of 
that Supplemental Project and are the responsibility of the entity sponsoring that Supplemental Project. 
 
 
Intra-PJM Tariffs --> OPERATING AGREEMENT --> OA SCHEDULE 6 --> OA SCHEDULE 6 SECTION 1 
REGIONAL TRANSMISSION EXPANSION PLAN 

1.1 Purpose and Objectives.  

This Regional Transmission Expansion Planning Protocol shall govern the process by which the Members 
shall rely upon the Office of the Interconnection to prepare a plan for the enhancement and expansion 



 
 

of the Transmission Facilities in order to meet the demands for firm transmission service, address 
anticipated EOL Conditions on the Transmission Facilities, and to support competition, in the PJM 
Region. The Regional Transmission Expansion Plan (also referred to as “RTEP”) to be developed shall 
enable the transmission needs in the PJM Region to be met on a reliable, economic and environmentally 
acceptable basis.  

 

1.2 Conformity with NERC Reliability Standards and Other Applicable Reliability Criteria.  

(a) NERC establishes Reliability Standards to promote the reliability, adequacy and security of the North 
American bulk power supply as related to the operation and planning of electric systems.  

(b) ReliabilityFirst Corporation is responsible for ensuring the reliability, adequacy and security of the 
bulk electric supply systems in the geographic region described in the applicable agreements between 
NERC and ReliabilityFirst Corporation, as approved by the FERC, through coordinated operations and 
planning of generation and transmission facilities. Toward that end, it has adopted the NERC Reliability 
Standards and has established detailed Reliability Principles and Standards for Planning the Bulk Electric 
Supply System of the ReliabilityFirst Corporation.  

(c) [Reserved]  

(c.01) [Reserved]  

(c.02) SERC is responsible for ensuring the reliability, adequacy and security of the bulk electric supply 
systems in the VACAR subregion of SERC. Toward that end, it has adopted the NERC Reliability Standards 
and has established detailed Reliability Principles and Standards for Planning the Bulk Electric Supply 
System for SERC.  

(d) The Regional Transmission Expansion Plan shall conform at a minimum to the applicable reliability 
principles, guidelines and standards of NERC, ReliabilityFirst Corporation and SERC, and other Applicable 
Regional Entities in accordance with the planning and operating criteria and other procedures detailed 
in the PJM Manuals.  

(e) The Regional Transmission Expansion Plan planning criteria shall include, Office of the 
Interconnection assumptions and planning procedures to address NERC Reliability Standards, Regional 
Entity reliability principles and standards, EOL Notifications, and such other individual Transmission 
Owner FERC filed planning criteria as filed in FERC Form No. 715.  All Regional Transmission Expansion 
Plan planning criteria, together with individual Transmission Owner EOL Look-ahead Programs and EOL 
Notifications, shall be posted on the PJM website. FERC Form No. 715 material will be posted to the PJM 
website, subject to applicable Critical Energy Infrastructure Information (CEII) requirements. 

(f) For purposes of the Regional Transmission Expansion Plan, the Office of the Interconnection shall 
address those Transmission Facilities for which an EOL Notification has been received, and may address 
any Transmission Facilities that a Transmission Owner’s EOL Look-ahead Program designates as reaching 
EOL Condition. 



 
 

(fg) The Office of the Interconnection will also provide access through the PJM website, to the planning 
criteria and assumptions used by the Transmission Owners for the development of the current Local 
PlanSupplemental Projects. 

 

1.3 Establishment of Committees.  

(a) The Planning Committee shall be open to participation by (i) all Transmission Customers 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 Office of the Interconnection shall submit individual Transmission Owner EOL 
Look-ahead Programs, including the criteria, guidelines, and documentation for declaring EOL 
Conditions, to the Transmission Expansion Advisory Committee for review and comment.  All EOL 
Notifications required by this Schedule 6 as a result of an EOL Look-ahead Program or a declaration of 
EOL Conditions shall be submitted by the Office of the Interconnection to the Transmission Expansion 
Advisory Committee. 

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 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. 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.  

(c) The Subregional RTEP Committees established by the Office of the Interconnection shall facilitate the 
development and review of the Local Plans. 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 Transmission Expansion Advisory Committee for 
further review, advice and recommendations.  

(d) The Subregional RTEP Committees shall be responsible for the timely review of the criteria, 
assumptions and models used to identify reliability criteria violations, economic constraints, or to 
consider Public Policy Requirements, proposed solutions and written comments 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 on the criteria, assumptions, 
and models used in local planning activities prior to finalizing the Local Plan. The Subregional RTEP 
Committees shall also be responsible for the timely review of the Transmission Owners’ criteria, 
assumptions, and models used to identify Supplemental Projects that will be considered for inclusion in 
the Local Plan for each Subregional RTEP Committee. 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 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. In addition, the Subregional RTEP Committees will 
provide sufficient opportunity to review and provide written comments to the Transmission Owners on 
any Supplemental Projects included in the Local Plan, in accordance with Additional Procedures for 
Planning of Supplemental Projects set forth in Attachment M-3 of the PJM Tariff.  

(e) The Subregional RTEP Committees shall be open to participation by: (i) all Transmission Customers 
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.  

(f) Each Subregional RTEP Committee shall schedule and facilitate a minimum of one Subregional RTEP 
Committee meeting to review the criteria, assumptions and models to identify reliability criteria 
violations, EOL Notifications, economic constraints, or to consider Public Policy Requirements. 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, EOL 
Notifications, 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.  

(g) The Subregional RTEP Committees shall schedule and facilitate meetings regarding Supplemental 
Projects, as described in the Tariff, Attachment M-3.  

(h) 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.  



 
 

 

 

 

 

1.4 Contents of the Regional Transmission Expansion Plan.  

(a) 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, including addressing Transmission Facilities reaching 
EOL Conditions (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, including such enhancements and expansions 
necessary to address EOL Notifications for Transmission Facilities; 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.  

(c) 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 
used to conduct studies or evaluations; or that may relieve transmission congestion across multiple 
regions; and (vii) promote transparency in transmission planning. 

 

 

1.5 Procedure for Development of the Regional Transmission Expansion Plan.  

1.5.1 Commencement of the Process.  

(a) 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, including EOL Notifications; (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 the Operating Agreement, Schedule 1, section 7.4.2(b), 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 PJM 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 the Operating Agreement, Schedule 1, section 7.8. 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, EOL Notifications or EOL Conditions, 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 EOL Conditions included in any EOL 
Look-ahead Program and Public Policy Objectives in the studies and analyses, so as to mitigate the 
possibility that bright line metrics may inappropriately include 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), projected EOL Conditions, 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, EOL Conditions, 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:  

(a) An identification of existing and projected limitations on the Transmission System’s physical, 
economic and/or operational capability or performance, including EOL Conditions, 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, including all facilities for which EOL Notifications 
have been received.  

(c) 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 the Operating Agreement, Schedule 1, section 7.8.  

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

(g) Engineering studies needed to determine the effectiveness and compliance of recommended 
enhancements and expansions, with the following PJM criteria: system reliability, operational 
performance, EOL Notification, 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 the Operating Agreement, Schedule 1, 
section 7.4.2(b).  Enhancements or expansions related to Stage 1A Auction 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 Operating Agreement, Schedule 6, 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 the Operating Agreement, Schedule 6, section 1.5.6(m) 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.  

(a) 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; (iv) on an annual 
basis, EOL Notifications at least six (6) years prior to the projected end of its operational life for 
Transmission Facilities; and, (v) current local planning information, including all criteria, assumptions and 
models used by the Transmission Owners, such as those used to develop Supplemental Projects.  The 
data required under this Section shall be provided in the form and manner specified by the Office of the 
Interconnection.  

(b) Each Transmission Owner shall provide to the Office of the Interconnection on an annual basis the 
Transmission Owner’s EOL Look-ahead Program, including the EOL Criteria to be applied, and a 
description of any changes from prior submissions and the reasons for such changes.  The annual EOL 
Look-ahead Program shall include identification of all Transmission Facilities forecasted to reach EOL 
Conditions in the 10 years subsequent to the EOL Look-ahead Program submittal, together with those 
Transmission Facilities for which the Transmission Owner will provide the Office of the Interconnection 
with an EOL Notification.  The EOL Look-ahead Program and EOL Criteria shall include sufficient detail 
such that PJM and stakeholders may understand and, to the extent possible, replicate results of 
individual EOL Notifications.  The Office of the Interconnection shall provide all EOL Look-ahead 
Programs and EOL Notifications to the Transmission Expansion Advisory Committee.      

(c) 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 PJM Region 
shall supply any other information and data reasonably required by the Office of the Interconnection to 
perform the enhancement and expansion study.  

(cd) 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.  

(de) 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. 

(ef) The Office of the Interconnection shall provide access through the PJM website, to the Transmission 
Owner’s local planning information, including all criteria, assumptions and models used by the 
Transmission Owners in their internal planning processes, including the development of Supplemental 
Projects (“Local Plan Information”).  Local Plan Information shall be provided consistent with: (1) any 
applicable confidentiality provisions set forth in the Operating Agreement, section 18.17; (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 the 
Operating Agreement, section 18.17 and subject to: (i) agreement by the disclosing Transmission Owner 
consistent with the process set forth in this Operating Agreement; and (ii) an appropriate nondisclosure 
agreement to be executed by PJM Interconnection, L.L.C., the Transmission Owner and the requesting 
third party. Subject to appropriate protections for With the exception of confidential, CEII 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.  

(a) 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., which is found at 
http://www.pjm.com/~/media/documents/agreements/joa-complete.ashx;  

 Northeastern ISO/RTO Planning Coordination Protocol, which is described at Schedule 
6-B and found at http://www.pjm.com/~/media/documents/agreements/northeastern-
isorto-planning-coordination-protocol.ashx;  

 Joint Operating Agreement Among and Between New York Independent System 
Operator Inc., which is found at 
http://www.pjm.com/~/media/documents/agreements/nyiso-pjm.ashx;  Interregional 
Transmission Coordination Between the SERTP and PJM Regions, which is found at 
Operating Agreement, Schedule 6-A;  

 Allocation of Costs of Certain Interregional Transmission Projects Located in the PJM 
and SERTP Regions, which is located at Tariff, Schedule 12-B; 

 Joint Reliability Coordination Agreement Between the Midwest Independent System 
Operator, Inc.; PJM Interconnection, L.L.C. and Progress Energy Carolinas.  

(i) 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.  

(ii) An entity, including existing Transmission Owners and Nonincumbent Developers, may 
submit potential Interregional Transmission Projects pursuant to the Operating Agreement, 
Schedule 6, section 1.5.8.  



 
 

(c) 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.  

(a) 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 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 Requirements identified by the states for consideration in the Office of the 
Interconnection’s transmission planning analyses; (iii) Public Policy Objectives identified by stakeholders 
for consideration in the Office of the Interconnection’s transmission planning analyses; (iv) 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; (v) EOL Notifications and EOL Conditions; and (vi) alternative sensitivity studies, 
modeling assumptions and scenario analyses proposed by the Committee participants. Prior to the initial 
assumptions meeting, the Transmission Expansion Advisory Committee and Subregional RTEP 
Committees participants will be afforded the opportunity to provide input and submit suggestions 
regarding the information identified in items (i) through (vi) of this subsection. Following the 
assumptions meeting and prior to performing the evaluation and analyses of transmission needs, the 
Office of the Interconnection shall determine the range of assumptions to be used in the studies and 
scenario analyses, based on the advice and recommendations of the Transmission Advisory Committee 
and Subregional RTEP Committees and, through the Independent State Agencies, the statement of 
Public Policy Requirements provided individually by the states and any state member’s assessment or 
prioritization of Public Policy Objectives proposed by other stakeholders. The Office of the 
Interconnection shall document and publicly post its determination for review. Such posting shall 
include an explanation of those Public Policy Requirements and Public Policy Objectives adopted at the 
assumptions stage to be used in performing the evaluation and analysis of transmission needs. 
Following identification of transmission needs and prior to evaluating potential enhancements and 
expansions to the Transmission System the Office of the Interconnection shall publicly post all 
transmission need information identified as described further in the Operating Agreement, Schedule 6, 
section 1.5.8(b) herein to support the role of the Subregional RTEP Committees in the development of 
the Local Plan and support the role of Transmission Expansion Advisory Committee in the development 



 
 

of the Regional Transmission Expansion Plan. The Office of the Interconnection shall also post an 
explanation of why other Public Policy Requirements and Public Policy Objectives introduced by 
stakeholders at the assumptions stage were not adopted.  

(c) The Subregional RTEP Committees shall also schedule and facilitate meetings related to 
Supplemental Projects, as described in the Tariff, Attachment M-3. 

(d) 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 the Operating 
Agreement, Schedule 6, sections 1.3(b) and 1.3(c)) to review, evaluate and offer comments and 
alternatives to 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, EOL 
Notifications or EOL Conditions, 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.  

(e) 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 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.  

(f) 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, EOL 
Notifications, EOL Conditions, economic constraints, and Public Policy Requirements as detailed in the 
Operating Agreement, Schedule 6, section 1.5.8(b) to afford entities an opportunity to submit proposed 
enhancements or expansions to address the posted violations, system conditions, EOL Notifications, EOL 
Conditions, economic constraints and Public Policy Requirements as provided for in the Operating 
Agreement, Schedule 6, section 1.5.8(c). Following the close of a proposal window, the Office of the 
Interconnection shall: (i) post all proposals submitted pursuant to the Operating Agreement, Schedule 6, 



 
 

section 1.5.8(c); (ii) consider proposals submitted during the proposal windows consistent with the 
Operating Agreement, Schedule 6, section 1.5.8(d) 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 including EOL Notifications and such EOL 
Conditions as the Office of Interconnection in its judgment determines merit an EOL Project 
notwithstanding that an EOL Notification has not yet been received, and taking into account the 
sensitivity studies, modeling assumption variations and scenario analyses considered pursuant to the 
Operating Agreement, Schedule 6, section 1.5.3, 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, EOL Project, 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.  

(g) The Recommended Plan shall separately identify those Regional RTEP Projects and Sub-regional RTEP 
Projects designated as EOL Projects, determined by the Office of the Interconnection to be the more 
efficient or cost-effective solutions to EOL Notifications or EOL Conditions. 

(h)  The recommended plan shall separately identify enhancements and expansions for the three PJM 
subregions, the PJM Mid-Atlantic Region, the PJM West Region, and the PJM South Region, and shall 
incorporate recommendations from the Subregional RTEP Committees.  

(ih) The recommended plan shall separately identify enhancements and expansions that are classified as 
Supplemental Projects, which are not subject to approval by the PJM Board.  

(ji) 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 the Operating Agreement, Schedule 6, sections 1.5.7 and 1.5.8.  

(kj) The recommended plan shall identify enhancements and expansions proposed by a state or states 
pursuant to the Operating Agreement, Schedule 6, section 1.5.9.  

(lk) 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 the Operating Agreement, Schedule 6, section 1.1, provided 
that (1) the requestor has complied, to the extent applicable, with the procedures and other 
requirements of the Tariff, Parts IV and VI; (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 the Tariff, Parts IV and 
VI 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.  

(ml) 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 the Operating Agreement, Schedule 1, section 7.8, or to 
facilitate upgrades pursuant to the Tariff, Parts II, III, or VI, and designate one or more Transmission 
Owners or other entities to construct, own and, unless otherwise provided, finance the recommended 
transmission enhancement or expansion. 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.  

(nm) 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 the Tariff, Schedule 12, 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 
the Tariff, Schedule 12 that establishes a Transmission Enhancement Charge Rate in connection with an 
economic expansion or enhancement developed under the Operating Agreement, Schedule 6, sections 
1.5.6(i) and 1.5.7, (C) the costs associated with expansions and enhancements required to ensure the 
simultaneous feasibility of stage 1A Auction Revenue Rights allocated pursuant to the Operating 
Agreement, Schedule 1, section 7 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 the Tariff, Schedule 12, section (b) 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 the Tariff, Attachment DD, section 15 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.  

(on) 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-based Enhancements or Expansions.  

(a) 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 Operating Agreement, Schedule 6, 
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, or EOL Projects 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, or EOL Projects, 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 the 
Operating Agreement, Schedule 1, section 7.4.2(c); 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 in the Operating Agreement, Schedule 6, section 1.5.7(b)(i-iii) is described in 
the PJM Manuals.  

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

(i) 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.  

(ii) The Office of the Interconnection shall identify any planned reliability-based enhancements or 
expansions, or EOL Projects 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, or EOL Projects, 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 the Operating Agreement, Schedule 6, section 1.5.8(c), 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 or 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 or 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 or 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 or Expansions pursuant to the Operating 



 
 

Agreement, Schedule 6, section 1.5.6(nm). 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 the Operating Agreement, Schedule 6, 
sections 1.6 and 1.7. 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 EOL Projects, 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 EOL Projects, or the additional Economic-
based Enhancements or Expansions as applicable, using the Benefit/Cost Ratio calculation set forth 
below in this Operating Agreement, Schedule 6, section 1.5.7(d). An Economic-based Enhancement or 
Expansion shall be included in the Regional Transmission Expansion Plan 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:  

The Benefit/Cost Ratio shall be determined as follows: 
  

Benefit/Cost Ratio = [Present value of the Total Annual Enhancement Benefit for the 15 
year period starting with the RTEP Year (defined as current year plus five) minus benefits for 
years when the project is not yet in-service] ÷ [Present value of the Total Enhancement Cost for 
the same 15 year period] 

  
Where 
  

Total Annual Enhancement Benefit = Energy Market Benefit + Reliability Pricing Model 
Benefit 

  
and 
  

For economic-based enhancements and expansions for which cost responsibility is 
assigned pursuant to the Tariff, Schedule 12, section (b)(i) the Energy Market Benefit is 
as follows: 

  
Energy Market Benefit = [.50] * [Change in Total Energy Production Cost] + [.50] 
* [Change in Load Energy Payment] 

  
For economic-based enhancements and expansions for which cost responsibility is 
assigned pursuant to the Tariff, Schedule 12, section (b)(v) the Energy Market Benefit is 
as follows: 
  
Energy Market Benefit = [1] * [Change in Load Energy Payment] 

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].  The change in costs for purchases from outside of the PJM 
Region and sales to outside the PJM Region will be captured, if 
appropriate.  Purchases will be valued at the Load Weighted LMP and 
sales will be valued at the Generation Weighted LMP. 

  
and 
  

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)].  The Change in the Load Energy Payment shall be the sum 
of the Change in the Load Energy Payment only of the Zones that show 
a decrease in the Load Energy Payment. 

  
And 
  

For economic-based enhancements and expansions for which cost responsibility is 
assigned pursuant to the Tariff, Schedule 12, section (b)(i) the Reliability Pricing Benefit 
is as follows: 

  
Reliability Pricing Benefit = [.50] * [Change in Total System Capacity Cost] + [.50] 
* [Change in Load Capacity Payment] 

  
and 
  

For economic-based enhancements or expansions for which cost responsibility is 
assigned pursuant to the Tariff, Schedule 12, section (b)(v) the Reliability Pricing Benefit 
is as follows: 
  
Reliability Pricing Benefit = [1] * [Change in Load Capacity Payment] 
  



 
 

Change in Total System Capacity Cost = [the sum of (the megawatts that 
are estimated to be cleared in the Base Residual Auction under the 
Tariff, Attachment DD) * (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 the Tariff, Attachment DD) * (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)] 

  
and 
  

Change in Load Capacity Payment = [the sum of (the estimated zonal 
load megawatts in each Zone) * (the estimated Final Zonal Capacity 
Prices under the Tariff, Attachment DD 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 the Tariff, Attachment DD 
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.  The Change in the Load Capacity Payment 
shall be the sum of the change in the Load Capacity Payment only of 
the Zones that show a decrease in the 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 EOL Projects, or of constructing a new Economic-based 
Enhancement or Expansion, the Office of the Interconnection shall calculate and post on the PJM 
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.  

(f) To assure that new Economic-based Enhancements or 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 or 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 or 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, projected EOL Conditions, and demand response, 
consistent with the requirements of the Operating Agreement, Schedule 6, section 1.5.7(i). The Office of 
the Interconnection will not be required to review annually the costs and benefits of constructing 
Economic-based Enhancements or Expansions with capital costs less than $20 million if, based on 
updated cost estimates and the original benefits, the Benefit/Cost Ratio remains at or above 1.25. The 
Office of the Interconnection shall no longer be required to review costs and benefits of constructing 
Economic-based Enhancements and Expansions once: (i) a certificate of public convenience and 
necessity or its equivalent is granted by the state or relevant regulatory authority in which such 
enhancements or expansions will be located; or (ii) if a certificate of public convenience and necessity or 
its equivalent is not required by the state or relevant regulatory authority in which an economic-based 
enhancement or expansion will be located, once construction activities commence at the project site. 

(g) 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 or Expansions is consistent with the new Economic-
based Enhancements or Expansions as recommended in the market efficiency analysis.  

(h) At any time, market participants may submit to the Office of the Interconnection requests to 
interconnect Merchant Transmission Facilities or generation facilities pursuant to the Tariff, Parts IV and 
VI 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, 
the Tariff, Part VI, Subpart B, section 216, as applicable, shall apply to the project.  

(i) 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) Timely installation of Qualifying Transmission Upgrades, that are committed to the 
PJM Region as a result of any Reliability Pricing Model Auction pursuant to the Tariff, 
Attachment DD or any FRR Capacity Plan pursuant to the RAA, Schedule 8.1.  

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

(iii) Availability of Demand Resources that are committed to the PJM Region as a result 
of any Reliability Pricing Model Auction pursuant to the Tariff, Attachment DD or any 
FRR Capacity Plan pursuant to the RAA, Schedule 8.1.  

(iv) Addition of Customer Facilities pursuant to an executed Interconnection Service 
Agreement or executed Interim Interconnection Service Agreement for which 
Interconnection Service Agreement is expected to be executed. Facilities with an 
executed Facilities Study Agreement or suspended Interconnection Service Agreement 
may be included by the Office of the Interconnection after review with the Transmission 
Expansion Advisory Committee.  

(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 the Tariff, Attachment DD. 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 Customer Facilities pursuant to 
an executed Facilities Study Agreement or suspended Interconnection Service 
Agreement, ranked by their commercial probability. Commercial probability utilizes 
historical data from the PJM interconnection queues to determine the likelihood of a 
Customer Facility, pursuant to an executed Facilities Study Agreement or suspended 
Interconnection Service Agreement, reaching commercial operation. If the Office of the 
Interconnection finds that the PJM reserve requirement is not met in any of its future 
year market efficiency analyses, following inclusion of the Customer Facilities discussed 
above in this section 1.5.7(i)(vii), then it will model adequate future generation based on 
type and location of generation in existing PJM interconnection queues and, if 
necessary, add transmission enhancements to address congestion that arises from such 
modeling.  

(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.  

(j) 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 analyses consistent with the Operating 
Agreement, Schedule 6, section 1.5.3 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, Immediate-need Reliability Projects, 
and Economic-based Enhancements or Expansions. 

(a) Pre-Qualification Process.  

(a)(1) On September 1 of each year, the Office of the Interconnection shall open a thirty-day 
pre-qualification window for entities, including existing Transmission Owners and Nonincumbent 
Developers, to submit to the Office of the Interconnection: (i) applications to prequalify as eligible to be 
a Designated Entity; or (ii) updated information as described in the Operating Agreement, Schedule 6, 
section 1.5.8(a)(3). Pre-qualification applications shall contain 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 or its affiliate’s, partner’s, or parent company’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 or its affiliate, partner, or parent 
company to address and timely remedy failure of facilities; (ix) a description of the experience of the 
entity or its affiliate, partner, or parent company 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 Operating Agreement, Schedule 6, section 1.5.8(a).  



 
 

(a)(2) No later than October 31, the Office of the Interconnection shall notify the entities that 
submitted pre-qualification applications or updated information during the annual thirty-day pre-
qualification window, whether they are, or will continue to be, pre-qualified as eligible to be a 
Designated Entity. In the event the Office of the Interconnection determines that an entity (i) is not, or 
no longer will continue to be, pre-qualified as eligible to be a Designated Entity, or (ii) provided 
insufficient information to determine pre-qualification, the Office of the Interconnection shall inform 
that the entity it is not pre-qualified and include in the notification the basis for its determination. The 
entity then may submit additional information, which the Office of the Interconnection shall consider in 
re-evaluating whether the entity is, or will continue to be, pre-qualified as eligible to be a Designated 
Entity. If the entity submits additional information by November 30, the Office of the Interconnection 
shall notify the entity of the results of its re-evaluation no later than December 15. If the entity submits 
additional information after November 30, the Office of the Interconnection shall use reasonable efforts 
to re-evaluate the application, with the additional information, and notify the entity of its determination 
as soon as practicable. No later than December 31, the Office of the Interconnection shall post on the 
PJM website the list of entities that are pre-qualified as eligible to be Designated Entities. If an entity is 
notified by the Office of the Interconnection that it does not pre-qualify or will not continue to be pre-
qualified as eligible to be a Designated Entity, such entity may request dispute resolution pursuant to 
the Operating Agreement, Schedule 5.  

(a)(3) In order to continue to pre-qualify as eligible to be a Designated Entity, such entity must 
confirm its information with the Office of the Interconnection no later than three years following its last 
submission or sooner if necessary as required below. In the event the information on which the entity’s 
pre-qualification is based changes with respect to the upcoming year, such entity must submit to the 
Office of the Interconnection all updated information during the annual thirty-day pre-qualification 
window and the timeframes for notification in the Operating Agreement, Schedule 6, section 1.5.8(a)(2) 
shall apply. In the event the information on which the entity’s pre-qualification is based changes with 
respect to the current year, such entity must submit to the Office of the Interconnection all updated 
information at the time the information changes and the Office of the Interconnection shall use 
reasonable efforts to evaluate the updated information and notify the entity of its determination as 
soon as practicable.  

(a)(4) As determined by the Office of the Interconnection, an entity may submit a 
prequalification application outside the annual thirty-day pre-qualification window for good cause 
shown. For a pre-qualification application received outside of the annual thirty-day prequalification 
window, the Office of the Interconnection shall use reasonable efforts to process the application and 
notify the entity as to whether it pre-qualifies as eligible to be a Designated Entity as soon as practicable. 
(a)(5) To be designated as a Designated Entity for any project proposed pursuant to the Operating 
Agreement, Schedule 6, section 1.5.8, existing Transmission Owners and Nonincumbent Developers 
must be pre-qualified as eligible to be a Designated Entity pursuant to this Operating Agreement, 
Schedule 6, section 1.5.8(a). This Operating Agreement, Schedule 6, section 1.5.8(a) 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.  



 
 

Following 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 Operating Agreement, Schedule 6 and the PJM Manuals, and after 
consideration of nontransmission solutions, and prior to evaluating potential enhancements and 
expansions to the Transmission System, the Office of the Interconnection shall publicly post on the PJM 
website all transmission need information, including violations, system conditions, EOL Notifications, 
EOL 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, which could be addressed by potential Short-term Projects, Long-lead Projects or projects 
determined pursuant to the State Agreement Approach in the Operating Agreement, Schedule 6, section 
1.5.9, as applicable. Such posting shall support the role of the Subregional RTEP Committees in the 
development of the Local Plans and support the role of the Transmission Expansion Advisory Committee 
in the development of the Regional Transmission Expansion Plan. 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 60-day proposal window for 
Short-term Projects and a 120-day proposal window for Long-lead Projects and Economic-based 
Enhancements or Expansions. The specifics regarding whether or not the following types of violations or 
projects are subject to a proposal window are detailed in the Operating Agreement, Schedule 6, section 
1.5.8(m) for Immediate-need Reliability Projects; Operating Agreement, Schedule 6, section 1.5.8(n) for 
reliability violations on transmission facilities below 200 kV; and Operating Agreement, Schedule 6, 
section 1.5.8(p) for violations on transmission substation equipment. The Office of Interconnection may 
shorten a proposal window should an identified need require a shorter proposal window to meet the 
needed in-service date of the proposed enhancements or expansions, or extend a proposal window as 
needed to accommodate updated information regarding system conditions. The Office of the 
Interconnection may shorten or lengthen a proposal window that is not yet opened based on one or 
more of the following criteria: (1) complexity of the violation or system condition; and (2) whether there 
is sufficient time remaining in the relevant planning cycle to accommodate a standard proposal window 
and timely address the violation or system condition. The Office of the Interconnection may lengthen a 
proposal window that already is opened based on or more of the following criteria: (i) changes in 
assumptions or conditions relating to the underlying need for the project, such as load growth or 
Reliability Pricing Model auction results; (ii) availability of new or changed information regarding the 
nature of the violations and the facilities involved; and (iii) time remaining in the relevant proposal 
window. In the event that the Office of the Interconnection determines to lengthen or shorten a 
proposal window, it will post on the PJM website the new proposal window period and an explanation 
as to the reasons for the change in the proposal window period. During these windows, the Office of the 
Interconnection will accept proposals from existing Transmission Owners and Nonincumbent Developers 
for potential enhancements or expansions to address the posted violations, system conditions, 
economic constraints, as well as Public Policy Requirements.  

(c)(1) All 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; (vi) cost 
estimates and analyses that provide sufficient detail for the Office of Interconnection to review and 
analyze the proposed cost of the project; and (vii) with the exception of project proposals with cost 
estimates submitted with the proposals that are under $20 million, a non-refundable fee must be 
submitted with each proposal, by each proposing entity who indicates an intention to be the Designated 
Entity, as follows: a non-refundable fee in the amount of $5,000 for each project with a cost estimate 
submitted with the proposal that is equal to or greater than $20 million and less than $100 million and a 
non-refundable fee in the amount of $30,000 for each project with a cost estimate submitted with the 
proposal that is equal to $100 million or greater.  

(c)(2) Proposals from all entities (both existing Transmission Owners and Nonincumbent 
Developers) that indicate the entity intends to be a Designated Entity, also must contain information to 
the extent not previously provided pursuant to the Operating Agreement, Schedule 6, 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 from an 
existing Transmission Owner or Nonincumbent Developers that it determines are reasonably necessary 
to evaluate its specific project proposal pursuant to the criteria set forth in the Operating Agreement, 
Schedule 6, sections 1.5.8(e) and 1.5.8(f). 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 the Operating Agreement, Schedule 6, section 1.5.8(c)(3) 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 (whether an existing Transmission Owner or Nonincumbent 



 
 

Developer) 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.  

(c)(5) Within 30 days of the closing of the proposal window, the Office of the Interconnection 
may notify the proposing entity that additional per project fees are required if the Office of the 
Interconnection determines the proposing entity’s submittal includes multiple project proposals. Within 
10 Business Days of receipt of the notification of insufficient funds by the Office of the Interconnection, 
the proposing entity shall submit such funds or notify the Office of the Interconnection which of the 
project proposals the Office of the Interconnection should evaluate based on the fee(s) submitted.  

(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 the Operating Agreement, Schedule 6, section 1.5.8(c). 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 the Operating Agreement, Schedule 6, section 1.5.9. 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 the Operating Agreement, Schedule 6, sections 1.5.8(e) and 1.5.8(f). 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 Operating Agreement, 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 the Operating 
Agreement, Schedule 6, 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 the Operating Agreement, Schedule 6, section 1.5.3, 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, EOL Notifications, 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 the Operating Agreement, Schedule 6, 
section 1.5.7(d); (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, 



 
 

EOL Conditions, 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.  

(f) Entity-Specific Criteria Considered in Determining the Designated Entity for a Project.  

In determining whether the entity proposing a Short-term Project, Long-lead Project or Economic-based 
Enhancement or Expansion 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 
Operating Agreement, Schedule 6, section 1.5.8(a); (iii) information provided either in the proposing 
entity’s submission pursuant to the Operating Agreement, Schedule 6, 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, including but not limited to whether the proposal includes 
the entity’s previously designated project(s) included in the plan.  

(g) Procedures if No Long-lead Project or Economic-based Enhancement or Expansion 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, or system condition, the Office of the Interconnection may re-evaluate and 
re-post on the PJM website the unresolved violations, or system conditions pursuant to the Operating 
Agreement, Schedule 6, 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.  The 
Office of the Interconnection shall repost, either as a Long-lead Project or as a Short-term Project, any 
needs arising from EOL Notifications for which it determines that none of the proposals received were 
the more efficient or cost-effective solution.  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, or 
system condition 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 develop and post on the PJM website a transmission solution construction timeline 
for input and review by the Transmission Expansion Advisory Committee that will include factors such 



 
 

as, but not limited to: (i) deadlines for obtaining regulatory approvals, (ii) dates by which long lead 
equipment should be acquired, (iii) the time necessary to complete a proposed solution to meet the 
required in-service date, and (iv) other time-based factors impacting the feasibility of achieving the 
required in-service date. Based on input from the Transmission Expansion Advisory Committee and the 
time frames set forth in the construction timeline, the Office of the Interconnection shall determine 
whether there is sufficient time to conduct a re-evaluation and re-post and timely address the existing 
and projected limitations on the Transmission System that give rise to the need for an enhancement or 
expansion. To the extent that an EOL Notification or economic constraint remains unaddressed, the EOL 
Notification or economic constraint will be reevaluated and re-posted.  

(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 15 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: (i) the needed in-service date of the project; and (ii) a date 
by which all necessary state approvals should be obtained to timely meet the needed in-service date of 
the project. The Office of the Interconnection shall use these dates as part of its on-going monitoring of 
the progress of the project to ensure that the project is completed by its needed in service date.  

(j) Acceptance of Designation.  

Within 30 days of receiving notification of its designation as a Designated Entity, the existing 
Transmission Owner or Nonincumbent Developer shall notify the Office of the Interconnection of its 
acceptance of such designation and submit to the Office of the Interconnection a development 
schedule, which shall include, but not be limited to, milestones necessary to develop and construct the 
project to achieve the required in-service date, including milestone dates for obtaining all necessary 
authorizations and approvals, including but not limited to, state approvals. For good cause shown, the 
Office of the Interconnection may extend the deadline for submitting the development schedule. The 
Office of the Interconnection then shall review the development schedule and within 15 days or other 
reasonable time as required by the Office of the Interconnection: (i) notify the Designated Entity of any 
issues regarding the development schedule identified by the Office of the Interconnection that may 
need to be addressed to ensure that the project meets its needed in-service date; and (ii) tender to the 
Designated Entity an executable Designated Entity Agreement setting forth the rights and obligations of 
the parties. To retain its status as a Designated Entity, within 60 days of receiving an executable 
Designated Entity Agreement (or other such period as mutually agreed upon by the Office of the 



 
 

Interconnection and the Designated Entity), the Designated Entity (both existing Transmission Owners 
and Nonincumbent Developers) shall submit to the Office of the Interconnection 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 return to the Office of the Interconnection an executed 
Designated Entity Agreement containing a mutually agreed upon development schedule. In the 
alternative, the Designated Entity may request dispute resolution pursuant to the Operating Agreement, 
Schedule 5, or request that the Designated Entity Agreement be filed unexecuted with the Commission.  

(k) Failure of Designated Entity to Meet Milestones.  

In the event the Designated Entity fails to comply with one or more of the requirements of the 
Operating Agreement, Schedule 6, section 1.5.8(j); or fails to meet a milestone in the development 
schedule set forth in the Designated Entity Agreement 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.  

(l) Transmission Owners Required to be the Designated Entity.  

Notwithstanding anything to the contrary in this Operating Agreement, Schedule 6, section 1.5.8, in all 
events, the Transmission Owner(s) in whose Zone(s) a project proposed pursuant to the Operating 
Agreement, Schedule 6, section 1.5.8(c) is to be located will be the Designated Entity for the project, 
when the Short-term Project or Long-lead Project is: (i) a Transmission Owner Upgrade; (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) Pursuant to the expansion planning process set forth in Operating Agreement, Schedule 6, 
sections 1.5.1 through 1.5.6, the Office of the Interconnection shall identify immediate reliability needs 
that must be addressed within three years or less. For those immediate reliability needs for which PJM 
determines a proposal window may not be feasible, PJM shall identify and post such immediate need 



 
 

reliability criteria violations and system conditions for review and comment by the Transmission 
Expansion Advisory Committee and other stakeholders. Following review and comment, the Office of 
the Interconnection shall develop Immediate-need Reliability Projects for which a proposal window 
pursuant to the Operating Agreement, Schedule 6, section 1.5.8(m)(2) is infeasible. The Office of the 
Interconnection shall consider the following factors in determining the infeasibility of such a proposal 
window: (i) nature of the reliability criteria violation; (ii) nature and type of potential solution required; 
and (iii) projected construction time for a potential solution to the type of reliability criteria violation to 
be addressed. The Office of the Interconnection shall post on the PJM website for review and comment 
by the Transmission Expansion Advisory Committee and other stakeholders descriptions of the 
Immediate-need Reliability Projects for which a proposal window pursuant to the Operating Agreement, 
Schedule 6, section 1.5.8(m)(2) is infeasible. The descriptions shall include an explanation of the decision 
to designate the Transmission Owner as the Designated Entity for the Immediate-need Reliability Project 
rather than conducting a proposal window pursuant to the Operating Agreement, Schedule 6, section 
1.5.8(m)(2), including an explanation of the time-sensitive need for the Immediate-need Reliability 
Project, other transmission and non-transmission options that were considered but concluded would 
not sufficiently address the immediate reliability need, the circumstances that generated the immediate 
reliability need, and why the immediate reliability need was not identified earlier. After the descriptions 
are posted on the PJM website, stakeholders shall have reasonable opportunity to provide comments to 
the Office of the Interconnection. All comments received by the Office of the Interconnection shall be 
publicly available on the PJM website. Based on the comments received from stakeholders and the 
review by Transmission Expansion Advisory Committee, 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. In January of each year, the 
Office of the Interconnection shall post on the PJM website and file with the Commission for 
informational purposes a list of the Immediate-need Reliability Projects for which an existing 
Transmission Owner was designated in the prior year as the Designated Entity in accordance with this 
Operating Agreement, Schedule 6, section 1.5.8(m)(1). The list shall include the need-by date of 
Immediate-need Reliability Project and the date the Transmission Owner actually energized the 
Immediate-need Reliability Project.  

(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 Immediate-need Reliability Project proposals, including an 
explanation of the time-sensitive need for an Immediate-need Reliability Project and provide notice to 
stakeholders of a shortened proposal window. Proposals must contain the information required in the 
Operating Agreement, Schedule 6, 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 the Operating 
Agreement, Schedule 6, 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 the Operating 
Agreement, Schedule 6, section 1.5.8(i), 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 the 
Operating Agreement, Schedule 6, 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 the 
Operating Agreement, Schedule 6, section 1.5.8(m)(1).  

(n) Reliability Violations on Transmission Facilities Below 200 kV.  

Pursuant to the expansion planning process set forth in the Operating Agreement, Schedule 6, sections 
1.5.1 through 1.5.6, the Office of the Interconnection shall identify reliability violations on facilities 
below 200 kV. The Office of the Interconnection shall not post such a violation pursuant to the 
Operating Agreement, Schedule 6, section 1.5.8(b) for inclusion in a proposal window pursuant to the 
Operating Agreement, Schedule 6, section 1.5.8(c) unless the identified violation(s) satisfies one of the 
following exceptions: (i) the violation arises from an EOL Notification or EOL Condition; (ii)  the reliability 
violations are thermal overload violations identified on multiple transmission lines and/or transformers 
rated below 200 kV that are impacted by a common contingent element, such that multiple reliability 
violations could be addressed by one or more solutions, including but not limited to a higher voltage 
solution; or (iii) the reliability violations are thermal overload violations identified on multiple 
transmission lines and/or transformers rated below 200 kV and the Office of the Interconnection 
determines that given the location and electrical features of the violations one or more solutions could 
potentially address or reduce the flow on multiple lower voltage facilities, thereby eliminating the 
multiple reliability violations. If the reliability violation is identified on multiple facilities rated below 200 
kV that are determined by the Office of the Interconnection to meet one of the two exceptions stated 
above, the Office of the Interconnection shall post on the PJM website the reliability violations to be 
included in a proposal window consistent with the Operating Agreement, Schedule 6, section 1.5.8(c). If 
the Office of the Interconnection determines that the identified reliability violations do not satisfy either 
any of the two exceptions stated above, the Office of the Interconnection shall develop a solution to 
address the reliability violation on below 200 kV Transmission Facilities that will not be included in a 
proposal window pursuant to the Operating Agreement, Schedule 6, section 1.5.8(c). The Office of 
Interconnection shall post on the PJM website for review and comment by the Transmission Expansion 
Advisory Committee and other stakeholders descriptions of the below 200 kV reliability violations that 
will not be included in a proposal window pursuant to the Operating Agreement, Schedule 6, section 
1.5.8(c). The descriptions shall include an explanation of the decision to not include the below 200 kV 
reliability violation(s) in Operating Agreement, Schedule 6, section 1.5.8(c) proposal window, a 
description of the facility on which the violation(s) is found, the Zone in which the facility is located, and 
notice that such construction responsibility for and ownership of the project that resolves such below 
200 kV reliability violation will be designated to the incumbent Transmission Owner. After the 
descriptions are posted on the PJM website, stakeholders shall have reasonable opportunity to provide 
comments for consideration by the Office of the Interconnection. With the exception of Immediate-



 
 

need Reliability Projects under the Operating Agreement, Schedule 6, section 1.5.8(m), PJM will not 
select an above 200 kV solution for inclusion in the recommended plan that would address a reliability 
violation on a below 200 kV transmission facility without posting the violation for inclusion in a proposal 
window consistent with the Operating Agreement, Schedule 6, section 1.5.8(c). All written comments 
received by the Office of the Interconnection shall be publicly available on the PJM website.  

 

* * * 
 

 

1.5.10 Multi-Driver Project.  

(a) When a proposal submitted by an existing Transmission Owner or Nonincumbent Developer 
pursuant to Operating Agreement, Schedule 6, section 1.5.8(c) meets the definition of a Multi-Driver 
Project and is designated to be included in the Regional Transmission Expansion Plan for purposes of 
cost allocation, the Office of the Interconnection shall designate the Designated Entity for the project as 
follows: (i) if the Multi-Driver Project does not contain a state Public Policy Requirement component, the 
Office of the Interconnection shall designate the Designated Entity pursuant to the criteria in the 
Operating Agreement, Schedule 6, section 1.5.8; or (ii) if the Multi-Driver Project contains a state Public 
Policy Requirement component, the Office of the Interconnection shall evaluate potential Designated 
Entity candidates based on the criteria in the Operating Agreement, Schedule 6, section 1.5.8, and 
provide its evaluation to and elicit feedback from the sponsoring state governmental entities 
responsible for allocation of all costs of the proposed state Public Policy Requirement component 
(“state governmental entity(ies)”) regarding its evaluation. Based on its evaluation of the Operating 
Agreement, Schedule 6, section 1.5.8 criteria and consideration of the feedback from the sponsoring 
state governmental entity(ies), the Office of the Interconnection shall designate the Designated Entity 
for the Multi-Driver Project and notify such entity consistent with the Operating Agreement, Schedule 6, 
section 1.5.8(i). A Multi-Driver Project may be based on proposals that consist of (1) newly proposed 
transmission enhancements or expansions; (2) additions to, or modifications of, transmission 
enhancements or expansions already selected for inclusion in the Regional Transmission Expansion Plan; 
and/or (3) one or more transmission enhancements or expansions already selected for inclusion in the 
Regional Transmission Expansion Plan.  

(b) A Multi-Driver Project may contain an enhancement or expansion that addresses a state Public Policy 
Requirement component only if it meets the requirements set forth in the Operating Agreement, 
Schedule 6, section 1.5.9(a) and its cost allocations are established consistent with the Tariff, Schedule 
12, section (b)(xii)(B).  

(c) If a state governmental entity(ies) desires to include a Public Policy Requirement component after an 
enhancement or expansion has been included in the Regional Transmission Expansion Plan, the Office of 
the Interconnection may re-evaluate the relevant reliability-based enhancement or expansion, 
Economic-based Enhancement or Expansion, or Multi-Driver Project to determine whether adding the 
state-sponsored Public Policy Requirement component would create a more cost effective or efficient 
solution to system conditions. If the Office of the Interconnection determines that adding the state-



 
 

sponsored Public Policy Requirement component to an enhancement or expansion already included in 
the Regional Transmission Expansion Plan would result in a more cost effective or efficient solution, the 
state-sponsored Public Policy Requirement component may be included in the relevant enhancement or 
expansion, provided all of the requirements of the Operating Agreement, Schedule 6, section 1.5.10(b) 
are met, and cost allocations are established consistent with the Tariff, Schedule 12, section (b)(xii)(B).  

(d) If, subsequent to the inclusion in the Regional Transmission Expansion Plan of a Multi-Driver Project 
that contains a state Public Policy Requirement component, a state governmental entity(ies) withdraws 
its support of the Public Policy Requirement component of a Multi-Driver Project, then: (i) the Office of 
the Interconnection shall re-evaluate the need for the remaining components of the Multi-Driver Project 
without the state Public Policy Requirement component, remove the Multi-Driver Project from the 
Regional Transmission Expansion Plan, or replace the Multi-Driver Project with an enhancement or 
expansion that addresses remaining reliability or economic system needs; (ii) if the Multi-Driver Project 
is retained in the Regional Transmission Expansion Plan without the state Public Policy Requirement 
component, the costs of the remaining components will be allocated in accordance with the Tariff, 
Schedule 12; (iii) if more than one state is responsible for the costs apportioned to the state Public Policy 
Requirement component of the Multi-Driver Project, the remaining state governmental entity(ies) shall 
have the option to continue supporting the state Public Policy component of the Multi-Driver Project 
and if the remaining state governmental entity(ies) choose this option, the apportionment of the state 
Public Policy Requirement component will remain in place and the remaining state governmental 
entity(ies) shall agree upon their respective apportionments; (iv) if a Multi-Driver Project must be 
retained in the Regional Transmission Expansion Plan and completed with the State Public Policy 
component, the state Public Policy Requirement apportionment will remain in place and the 
withdrawing state governmental entity(ies) shall continue to be responsible for its/their share of the 
FERC-accepted cost allocations as filed pursuant to the Tariff, Schedule 12, section (b)(xii)(B).  

(e) The actual costs of a Multi-Driver Project shall be apportioned to the different components 
(reliability-based enhancement or expansion, EOL Notification-based enhancement or expansion, 
Economic-based Enhancement or Expansion and/or Public Policy Requirement) based on the initial 
estimated costs of the MultiDriver Project in accordance with the methodology set forth in the Tariff, 
Schedule 12.  

(f) The benefit metric calculation used for evaluating the market efficiency component of a Multi-Driver 
Project will be based on the final voltage of the Multi-Driver Project using the Benefit/Cost Ratio 
calculation set forth in the Operating Agreement, Schedule 6, section 1.5.7(d) where the Cost 
component of the calculation is the present value of the estimated cost of the enhancement 
apportioned to the market efficiency component of the Multi-Driver Project for each of the first 15 years 
of the life of the enhancement or expansion.  

(g) Except as provided to the contrary in this Operating Agreement, Schedule 6, section 1.5.10 and 
Operating Agreement, Schedule 6, section 1.5.8 applies to Multi-Driver Projects.  

(h) The Office of the Interconnection shall determine whether a proposal(s) meets the definition of a 
Multi-Driver Project by identifying a more efficient or cost effective solution that uses one of the 
following methods: (i) combining separate solutions that address reliability, EOL Conditions, economics 
and/or public policy into a single transmission enhancement or expansion that incorporates separate 
drivers into one Multi-Driver Project (“Proportional Multi-Driver Method”); or (ii) expanding or 



 
 

enhancing a proposed single driver solution to include one or more additional component(s) to address 
a combination of reliability, EOL Condition, economic and/or public policy drivers (“Incremental Multi-
Driver Method”). (i) In determining whether a Multi-Driver Project may be designated to more than one 
entity, PJM shall consider whether: (i) the project consists of separable transmission elements, which 
are physically discrete transmission components, such as, but not limited to, a transformer, static var 
compensator or definable linear segment of a transmission line, that can be designated individually to a 
Designated Entity to construct and own and/or finance; and (ii) each entity satisfies the criteria set forth 
in the Operating Agreement, Schedule 6, section 1.5.8(f). Separable transmission elements that qualify 
as Transmission Owner Upgrades shall be designated to the Transmission Owner in the Zone in which 
the facility will be located. 
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May 22, 2020 
 
VIA ELECTRONIC MAIL 
 
The PJM Board of Managers  
c/o Ake Almgren, Ph.D.  
PJM Interconnection, L.L.C.  
2750 Monroe Boulevard  
Audubon, Pennsylvania 19408 
 

RE: End of Life (EOL) Transmission Planning 

 

Dear Chairman Almgren and PJM Board of Managers: 

PJM is at a crossroads, where a handful of stakeholders have put forth a proposal that 
both PJM and the Indicated Transmission Owners, the two parties to the Consolidated 
Transmission Owners Agreement, believe violate this foundational governing document of PJM.  
PJM itself has publicly acknowledged this view.  Yet, the stakeholder process moves forward 
with the specific objective of certain participants seemingly to leverage the stakeholder process 
to place PJM in the potentially awkward position of feeling compelled to make a FERC filing 
that it believes is legally flawed and operationally misguided.  These circumstances demand 
action by the PJM Board in order to uphold the integrity of the stakeholder process.  Under the 
Operating Agreement, the Board has the ability to present comments to the Members Committee 
prior to any Members Committee consideration of this stakeholder proposal, and the PJM 
Transmission Owners listed below urge the Board to action.   
 

Dialogue and the exchange of ideas is essential to the collaborative approach of PJM, 
however, where issues have been definitively decided by FERC, the continued debate of settled 
law is no longer dialogue, it is a dissent that should be appropriately appealed to the courts, 
rather than pursued in PJM committees.   

The Operating Agreement changes that have been presented by AMP and LS Power, 
which are not in the best interest of our customers and will impair system reliability and safety, 
attempt to transfer to PJM the authority to plan for enhancements or expansions not needed to 
address PJM planning criteria and cannot be accorded to PJM.  Quite simply, “End of Life” 
issues are a subset of asset management.  As FERC and the Board itself has previously 
acknowledged and was recently reiterated by PJM to the Markets and Reliability Committee and 
the Organization of PJM States, these decisions are the sole responsibility of the Transmission 
Owners.  

That being said, please understand that the PJM Transmission Owners do support 
increased transparency and have posted a Notice of potential changes to Attachment M-3 to 
effectively adopt the principles embodied by the PJM proposal, and, in so doing, preserve 
accountability for maintaining assets with those parties who bear the risk and liability to keep the 
lights on and have an obligation to serve safely and reliably. 



 
We would ask that if the AMP/ODEC/LS package being considered by the MRC is 

presented for approval to the PJM Members Committee in its current or substantially similar 
form, the Board consider submitting comments to the Members Committee for its consideration 
pursuant to Section 18.6(a) of the Operating Agreement reiterating the views expressed in the 
Board’s October 4, 2019 letter and articulated in PJM’s presentation of its package during 
special MRC sessions on end-of-life planning.   

The PJM Transmission Owners also support planning the “Grid of the Future.”  PJM 
currently plans the grid of the future every day with a set of robust expansion criteria.  It is 
undeniable that we have to maintain the current transmission grid to serve our customers while 
preparing ourselves for the future.  It is not an either/or decision between the current and the 
future, we must address both.  Planning for the future PJM Transmission System has been and 
continues to be built on a solid base of PJM Transmission Owner planning to meet local needs 
through maintaining, replacing and expanding, as necessary, the Zonal transmission 
infrastructure.  Indeed, PJM continues to plan for the future and is in fact doing so effectively in 
collaboration with Transmission and Generation Owners across PJM as we move as a 
community through the current impacts associated with COVID-19.   
  

We appreciate the opportunity to correct the record and present the views of the Indicated 
PJM Transmission Owners on these important issues.   

   
Respectfully, 
 
 
American Electric Power Service Corporation, on behalf of its affiliates,   

Appalachian Power Company, Indiana Michigan Power Company, Kentucky Power 
Company, Kingsport Power Company, Ohio Power Company, Wheeling Power 
Company, AEP Appalachian Transmission Company, AEP Indiana Michigan 
Transmission Company, AEP Kentucky Transmission Company, AEP Ohio 
Transmission Company, and AEP West Virginia Transmission Company  

  
The Dayton Power and Light Company   
  
Duquesne Light Company         
 
East Kentucky Power Cooperative  
 
Exelon Corporation  
  
FirstEnergy Service Company, on behalf of its transmission owning affiliates,  

including Jersey Central Power & Light Company, Metropolitan Edison Company, 
Pennsylvania Electric Company, Monongahela Power Company, The Potomac Edison 
Company, West Penn Power Company, Trans-Allegheny Interstate Line Company and 
American Transmission Systems, Incorporated. 

 



PPL Electric Utilities Corporation  
  
Public Service Electric & Gas Company  
  
UGI Utilities Inc. 
 
Virginia Electric and Power Company d/b/a Dominion Energy Virginia 
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2750 Monroe Blvd 
Audubon, PA 19403-2497 
 
Dean Oskvig 
Chair, Board Reliability & Security Committee 
  

May 27, 2020    

VIA ELECTRONIC MAIL 

Jolene M. Thompson 
President/CEO 
American Municipal Power, Inc. 
 
Marcus Harris 
President/CEO 
Old Dominion Electric Cooperative 
 
Sharon K. Segner 
Vice President, LS Power 
 
Robert A. Weishaar, Jr. 
Susan E. Bruce 
Counsel to PJM Industrial Customer 
Coalition 
 
Alice Wolfe 
General Manager 
Blue Ridge Power Agency 
 
Patrick E. McCullar 
President & CEO 
Delaware Municipal Electric 
Corporation, Inc. 

Brian Vayda 
Executive Director 
Public Power Association of New Jersey 
 
Sandra Mattavous-Frye 
People’s Counsel 
Karen R. Sistrunk 
Deputy People’s Counsel 
Anjali G. Patel 
Senior Ast. People’s Counsel 
Frederick (Erik) Heinle III 
Ast. People’s Counsel 
Office of the People’s Counsel for the 
District of Columbia 
 
Andrew Slater 
Public Advocate 
The Delaware Division of the Public Advocate 

 
Re: End of Life (EOL) Conditions and Replacement Projects 

Dear Stakeholders: 
 
Thank you for your letter of May 12th presenting your concerns and vision regarding the management of 
end of life conditions and replacement projects.  Thank you also for sharing your proposal and Operating 
Agreement changes.  The PJM Board of Managers appreciates the significant time and effort expended by 
stakeholders in considering these issues.   
 
The PJM Board has been aware of, and engaged on, the issues surrounding investment in Supplemental 
Projects, including end of life condition assessments and replacement projects.  Indeed, the PJM Board 
has been closely involved with the issues surrounding Supplemental Projects since 2016, including the 
prior senior task force and the proceedings before the Federal Energy Regulatory Commission.
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Such matters are regularly addressed before the Board Reliability Committee (recently rechartered as the 
Board Reliability & Security Committee) that has been delegated primary responsibility for these topics, and 
are regularly reported to the full Board.  As stated in the PJM Board letter cited in your correspondence, the 
PJM Board views the execution of its responsibilities in regional planning as requiring the proper exercise 
of its authority, appropriate transparency, and a commitment to a non-discriminatory independent process, 
including the consideration of competitive solutions where appropriate.1  As noted therein, the PJM Board 
believes that, in some circumstances, PJM may be in the best position to determine the appropriate 
regional solution to replace a facility that has been identified as nearing its end of life. 
 
PJM’s end of life solution package presented at the recent meetings of the Markets & Reliability Committee 
appropriately applies PJM’s authority.  Specifically, the PJM Board supports the conclusion that an 
appropriate exercise of PJM’s regional planning authority is to identify the intersection of potential end of 
life conditions with regional planning needs, and to identify and plan the cost-effective and efficient regional 
solution, utilizing a competitive window process where appropriate.  The PJM end of life solution package 
takes a reasonable approach that (i) reflects the guidance provided by FERC in its orders, (ii) respects the 
authorities defined within the governing documents, and (iii) enhances the existing PJM’s Regional 
Transmission Expansion Plan (RTEP) process.  PJM has prepared a more detailed response and feedback 
to your proposed Operating Agreement revisions, and the PJM Board is providing that feedback as part of 
its response and its comments on the proposed Operating Agreement revisions. 
 
These are complicated issues and it is apparent that there is not an alignment among the stakeholders and 
many of the Transmission Owners who are parties to the Consolidated Transmission Owners Agreement.  
We expect that these issues will be presented to the Commission for resolution in the near future.  The 
PJM Board recognizes its responsibility to ensure that PJM is fulfilling its role as the independent regional 
planner, maintaining compliance with its governing agreements and system reliability into the future. 
 
Sincerely, 

Dean Oskvig 

Dean Oskvig 
Chair of the Board Reliability & Security Committee 
 
Attachment

                                                
1 See the October 4, 2019 Letter to the PJM Members Committee from Dean Oskvig, Chair-Board Reliability Committee (available at: 
https://www.pjm.com/-/media/about-pjm/who-we-are/public-disclosures/20191004-pjm-board-reliability-committee-chair-dean-oskvig-regarding-
supplemental-projects.ashx?la=en). 

https://www.pjm.com/-/media/about-pjm/who-we-are/public-disclosures/20191004-pjm-board-reliability-committee-chair-dean-oskvig-regarding-supplemental-projects.ashx?la=en
https://www.pjm.com/-/media/about-pjm/who-we-are/public-disclosures/20191004-pjm-board-reliability-committee-chair-dean-oskvig-regarding-supplemental-projects.ashx?la=en
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Attachment 
 

Comments on the Stakeholder Proposed Operating Agreement Revisions Provided May 12th  
 
In your letter, you inquire how PJM, as the independent regional transmission organization (RTO), will carry 
out its regional planning functions in planning the “Grid of the Future.”  In the relatively narrow context of 
end of life replacement projects, this question cannot be addressed without first considering PJM’s role as 
the regional planner and its core functions.   
 
PJM’s primary planning responsibility is to provide for the safe and reliable operation of the transmission 
system.  In addition to compliance with reliability standards, PJM’s regional planning in this context means 
planning to serve the native load on PJM’s system, as well as any other firm transmission service 
obligations.  PJM’s RTEP process was designed to ensure that the expansion of the transmission system 
to deliver power to its customers occurs in an efficient, reliable, and non-discriminatory manner.  Indeed, a 
principal focus of PJM’s RTEP is ensuring that the needs of municipalities, cooperatives, and other 
transmission-dependent utilities are considered on a level playing field with the needs of the larger investor-
owned utilities.  PJM’s RTEP process has been a tremendous success in this regard. 
 
In ensuring non-discriminatory open access transmission service, PJM must plan for new transmission 
service requests.  Attendant to that obligation, and as part of its commitment to ensure a robust, 
competitive, and non-discriminatory power market, PJM is charged with the planning associated with the 
processing of generator (and merchant transmission) interconnection service requests.  Finally, among 
other things, PJM is also charged with enabling market-driven expansions to prevent and relieve 
congestion, accommodating state-agreement projects, and interregional planning.  These regional planning 
responsibilities provide PJM with the opportunity to utilize the economy of scale provided by PJM’s large 
regional footprint, leading to more efficient and cost-effective transmission planning.  These are the nature 
of the “planning” responsibilities conferred to PJM.  But PJM did not assume all of the Transmission Owner 
operation, maintenance or planning responsibilities – and it is the interplay of PJM’s regional transmission 
planning responsibilities and the Transmission Owner reserved responsibilities that make these issues so 
complex.   
   
I. PJM’s Planning Authority as the Independent Regional Planner 

PJM’s regional planning role is partially defined in the FERC’s regulations for RTOs,2 in the Operating 
Agreement,3 and in the Consolidated Transmission Owners Agreement (CTOA) wherein the PJM 
Transmission Owners transfer to PJM the responsibility to prepare a regional transmission expansion 
plan.4  The RTEP is defined in the Operating Agreement as the plan prepared by PJM for the expansion 

                                                
2 18 C.F.R. § 35.34(7)(k)(7) (2019). 
3 See Amended and Restated Operating Agreement of PJM Interconnection, L.L.C. (Operating Agreement), Schedule 6.  
4 Consolidated Transmission Owners Agreement (CTOA), Rate Schedule FERC No. 42, section 4.1.4. 
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and enhancement of the transmission system to meet the demands for firm transmission service within its 
region.5     

PJM’s role has limitations.  The Transmission Owners were explicit in the CTOA that any rights not 
specifically transferred by the Transmission Owners to PJM therein were expressly reserved by the 
Transmission Owners.6  Thus, PJM’s role is bounded by numerous regulatory constraints and contractual 
obligations that define the limits of its authority over the planning process. 

II.  Determinations of Transmission Asset Condition 

We are appreciative that the stakeholder proposal recognizes that PJM does not have the information or 
authority to make assessments or determinations regarding asset condition.  The physical operation and 
maintenance of all transmission facilities was reserved to the Transmission Owners, and clear obligations 
were placed upon the Transmission Owners to perform these responsibilities in accordance with Good 
Utility Practice.7  All physical inspections, condition assessments, and asset condition determinations are 
the domain of the Transmission Owners.  Importantly, the Transmission Owners explicitly reserved the right 
to determine when their facilities have reached their end of useful life.8  
 
III.  Criteria Used to Assess End of Life Conditions 

Notwithstanding the foregoing, PJM is supportive of transparency regarding such end of life determinations 
and replacement projects.  Currently, a significant amount of transparency is provided regarding end of life 
replacement project determinations through the recently adopted Attachment M-3 process for 
Supplemental Projects, including a review of the assumptions, the need, and the solution.9  Indeed, in the 
California orders discussed further herein, FERC observed that, to the extent Supplemental Projects 
included projects that were identified as “asset management activities,” the level of transparency that was 
being provided in PJM for Supplemental Projects through the Attachment M-3 process exceeded that which 
would be required by FERC for the California utilities.10  To the extent that certain end of life replacement 
projects are addressed through a Transmission Owner’s FERC Form 715 criteria, those projects are 
addressed as baseline projects under PJM’s Operating Agreement with appropriate transparency.  

                                                
5 Operating Agreement, Schedule 6, section 1.1 (as well as to support competition).  Hand-in-hand with preparing the RTEP is the responsibility 
to include in the models used by PJM all system changes to ensure open, non-discriminatory access to the transmission system.  And it is 
important that those models be as accurate as reasonably possible to support the processing of transmission service requests, including 
generator and merchant transmission interconnection service requests.  
6 CTOA, section 5.6. 
7 CTOA, section 4.5; see also CTOA, section 4.1.4.  
8 CTOA, sections 4.4 and 5.2 
9 Tariff, Attachment M-3, sections 2 and 3. 
10 Southern Cal. Edison Co., et al., 164 FERC ¶ 61,160 (2018) (SoCal Edison Order), order on reh’g, 168 FERC ¶ 61,170 (Sept. 19, 2019) (SoCal. 
Edison Order on Rehearing); Cal. Pub. Util. Comm’n v. Pac. Gas & Elec. Co., 164 FERC ¶ 61,161 (2018) (PG&E Order), order on reh’g, 168 
FERC ¶ 61,171 (Sept. 19, 2019) (PG&E Order on Rehearing) (collectively, the California Orders). 
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However, we believe more could be done with respect to the Transmission Owners providing transparency 
regarding how they assess their assets and make end of life determinations.  Thus, PJM is supportive of a 
requirement that each Transmission Owner make available, in writing, its criteria for making an end of life 
determination and, that each Transmission Owner review such criteria surrounding such determinations 
annually.  PJM should not assume the role of specifying what the criteria should be, or otherwise providing 
guidelines to the Transmission Owners.    

It is a legitimate expansion of PJM’s authority to require that the Transmission Owners clearly delineate 
their end of life planning criteria to identify end of life needs.  Specifically, in connection with its preparation 
of the RTEP, PJM has the general authority to request planning criteria from the Transmission Owners.  
Under the terms of the CTOA, the Transmission Owners have explicitly agreed to provide information 
reasonably requested by PJM to prepare the RTEP and to otherwise cooperate with PJM in the preparation 
of the RTEP.11  This transfer of authority was memorialized in the Operating Agreement.  Specifically, 
Schedule 6 of the Operating Agreement requires the Transmission Owners to provide to PJM in the form 
and manner specified by PJM all criteria, assumptions and models used by the Transmission Owners, 
including those used to develop Supplemental Projects.12   

Additionally, FERC made clear in its recent Show Cause Orders relative to the Transmission Owners’ 
Supplemental Projects that, while the Transmission Owners’ Tariff, Attachment M-3 process and the PJM 
Operating Agreement are adequate to ensure compliance with Order No. 890’s transparency requirements, 
the Transmission Owners must make available the criteria guiding their decisions.13  Thus, while PJM does 
not want the role of specifying what the criteria should be, nor did FERC assign that responsibility to PJM, 
PJM has the authority to require that the Transmission Owners provide their criteria and explain their 
programs.   

IV. Advance Notice of End of Life Candidates  

Although PJM does have the ability to look further forward, given the lack of material load growth, PJM 
plans system improvements five years forward and uses the resulting five-year model generated from its 
RTEP process to evaluate service requests and any resulting necessary improvements.  Thus, requiring 
each Transmission Owner to provide advance notice of its potential end of life facilities (i.e., “candidates”) 
five years forward at the start of an annual RTEP cycle is appropriate because it aligns with PJM’s planning 
process.  There is little value to PJM to attempt to identify end of life facilities ten years forward because of 
the uncertainty of any determination made that far ahead and, such an advance notice would not be utilized 
in PJM’s five-year forward planning process.  Furthermore, any requirement for such notice, even at the 
five year mark, must provide the Transmission Owners with the flexibility to add projects, delay retirements 

                                                
11 CTOA, section 4.1.4. 
12 Amended and Restated Operating Agreement of PJM Interconnection, L.LC. Schedule 6, section 1.5.4(a).  Moreover, the Operating 
Agreement, Schedule 6, section 1.5.4(e) requires PJM to provide access through its website to all of the Transmission Owner’s criteria, 
assumptions and models used by the Transmission Owners in their internal planning processes, including the development of Supplemental 
Projects.   
13 Monongahela Power Co., et al., 164 FERC ¶ 61,217 at P 30 (Sept. 26, 2018) (September 26 Order on Rehearing and Compliance). 
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or replacements, or otherwise adjust course due to changes in condition assessments, unforeseen 
conditions, changes in circumstances (e.g., weather/wind damage), or other developments.  And 
Transmission Owners also need the flexibility to both expedite replacement projects to avoid run-to-failure 
scenarios and to delay replacement projects when condition assessments indicate that the continued 
operation of the facilities can be done without jeopardizing reliability.   

V.  End of Life Replacement Projects – Form 715 

Under the PJM RTEP planning processes, the determination of when and how to replace facilities at their 
end of useful life can occur in two ways.14  One occurs when a Transmission Owner chooses to include end 
of life replacement criteria in its FERC Form 715.15  Under the Operating Agreement, because FERC Form 
715 is designed to set forth a Transmission Owner’s planning criteria, PJM includes projects identified by 
Transmission Owners as Form 715 projects in its planning process and, historically, has treated projects 
stemming from Form No. 715 criteria as baseline reliability projects.16  And, as a result of a recent order 
issued by FERC,17 PJM will have a role in planning Form 715 projects, and such projects may be subject to 
its competitive planning process (unless certain exemptions apply) and to regional cost-allocation.  It is not 
apparent that any changes are needed or appropriate for such Form 715 projects.   

VI. End of Life Replacement Projects – Supplemental Projects 

The other category or type of end of life replacement projects can be found in Supplemental Projects.  
Supplemental Projects are defined in the Operating Agreement as any transmission expansion or 
enhancement that is not required for compliance with the PJM planning criteria.  While the placement of 
this definition in the Operating Agreement may suggest an ability for the stakeholders to modify this 
definition, the definition is closely tied back to the rights transferred to PJM and to the rights reserved by the 
Transmission Owners under the CTOA.  Indeed, this definition has served as the foundation for the 
boundary between PJM’s regional planning role and the individual Transmission Owners’ reserved 

                                                
14 End of life replacement projects initiated by a Transmission Owner that do not enhance or expand the transmission system could be 
conducted outside of both the Form No. 715 and Supplemental Project processes. 
15 FERC Form 715 requires “submission of transmission planning reliability criteria that the Transmission Owner uses to assess and test the 
strength and limits of its transmission system.”   
 
16 See PJM Interconnection, L.L.C., 171 FERC ¶ 61,013 (Apr. 3, 2020) (Order on Compliance supporting PJM’s reassignment of Form 715 
projects using reliability cost allocation methodology).. 
17 See PJM Interconnection, L.L.C., 170 FERC ¶ 61,049 at P 2 (Jan. 23, 2020) (accepting PJM’s revisions to its Operating Agreement to eliminate 
the exemption from the competitive proposal window process for transmission projects addressing Form 715 criteria); see also PJM 
Interconnection, L.L.C., 168 FERC ¶ 61,133 at P 34 (August 30, 2019) (accepting PJM Transmission Owners removal of the Form 715 cost 
allocation methodology from Tariff, Schedule 12). 
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authority.  This authority was recognized in Order No. 1000,18 as well the Commission’s Orders relative to 
the creation of the Transmission Owners’ Attachment M-3 process.19  While there may be a desire to 
broaden the category of projects under PJM’s authority by creating a new category of projects and thus 
effectively amending the definition of Supplemental Projects, such an amendment is beyond the scope of 
the authority transferred to PJM by the PJM Transmission Owners.20  Moreover, these issues were recently 
litigated before FERC in the Attachment M-3 dockets and FERC rejected the attempts to move the planning 
of Supplemental Projects under PJM’s RTEP processes and determined that the Attachment M-3 process 
provides the appropriate level of transparency to satisfy Order No. 890 requirements.21  In so doing, FERC 
reaffirmed Supplemental Projects as being Transmission Owner directed. 

VII.   Asset Management Activities 

In addition, the two California Orders involving California utilities provide precedential guidance regarding 
the boundary between asset management activities and transmission planning activities subject to the 
Order No. 890 planning requirements.22  In those orders, FERC offered clarity as to the meaning and 
characterization of asset management activities and projects.  Importantly, FERC determined that asset 
management activities are not “planning” so long as any capacity increase is only incidental to the 
replacement project.23  Some stakeholders disagree as to the relevance of the California orders to the PJM 
paradigm, but we believe that FERC was simply observing that Supplemental Projects is a broader 

                                                
18 Transmission Planning & Cost Allocation by Transmission Owning & Operating Pub. Utils., Order No. 1000, 136 FERC ¶ 61,051 at P 64 (2011), 
order on reh’g, Order No. 1000-A, 139 FERC ¶ 61,132, order on reh’g and clarification, Order No. 1000-B, 141 FERC ¶ 61,044 (2012), aff’d sub 
nom. S.C. Pub. Serv. Auth. v. FERC, 762 F.3d 41 (D.C. Cir. 2014) clarifying that:  

In some regions, transmission facilities not selected for purposes of regional or interregional cost allocation nonetheless 
may be in a regional transmission plan for informational purposes, and the presence of such transmission projects in the 
regional transmission plan does not necessarily indicate an evaluation whether such transmission facilities are more 
efficient or cost-effective solutions to a regional transmission need . . . . [and] we do not intend to disturb regional practices 
with regard to other transmission facilities that also may be in the regional transmission plan. 

See also PJM Interconnection, L.L.C., 142 FERC ¶ 61,214 at P 65 (Mar. 22, 2013) (accepting PJM’s Order No. 1000 Compliance Filing, including: 
“Supplemental Projects, which are projects that are not identified by PJM as necessary for reliability or economic reasons, but may address local 
planning criteria or public policy requirements . . . . that may be included in the RTEP for information purposes and its costs are not eligible for 
cost allocation under Schedule 12.”).  
19 See Monongahela Power Co., 162 FERC ¶ 61,129 (Feb. 15, 2018) (accepting in part and requiring further compliance filing relative to Tariff, 
Attachment M-3 provision); see also September 26 Order on Rehearing and Compliance at P 37 (finding Attachment M-3 and the Operating 
Agreement, as revised, adequate to ensure compliance with Order No. 890). 
20 Arguments that Transmission Facilities turned over to PJM’s operational control are subject to PJM’s planning authority are without basis.  
Under the CTOA, the Transmission Owners explicitly separated the authority transferred to PJM relative to the operational control of their assets 
and the authority transferred to PJM relative to planning the transmission system. 
21 See, e.g., Appalachian Power Co., et al., 170 FERC ¶ 61,196 at P 59 (Mar. 17, 2020) (citing to September 26 Order on Rehearing and 
Compliance at PP 13, 14, and 22 stating “[i]n Monongahela Power Co., the Commission made clear that the PJM Transmission Owners retain 
responsibility for planning Supplemental Projects, and therefore ‘retain the filing rights to make modifications to [the Supplemental Project 
planning] provisions’ in the Tariff.”   
22 See SoCal Edison Order at P 55 and PG&E Order at P 37: 

Whether or not other transmission planning regions are considering asset management projects and activities through their 
regional transmission planning process does not, in and of itself, determine whether Order No. 890 requires them to do so. 

23 In the stakeholder process, PJM proposed to clarify the definition of incidental:  “Incidental expansion is defined as those achieved by 
advancements in technology and/or replacements consistent with current TO design standards, industry standards, codes, laws or regulations.” 
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category than asset management activities, including replacement projects that increase the capacity of the 
grid beyond an incidental increase.24  The question before FERC in the show cause orders related to 
Attachment M-3 was simply whether Supplemental Projects were being treated consistent with PJM’s 
Order No. 890-compliant transmission planning process.25  As recognized by FERC in the CPUC v. PG&E 
orders, to the extent PJM’s Supplemental Projects include asset management activities, then the 
Attachment M-3 process actually provides greater transparency than what FERC ultimately required in 
California for asset management activities.26   

VIII.   Intersection of Supplemental Projects and Regional Needs  

PJM’s role in regional planning and the intersection of end of life replacement facilities can be further 
clarified.  Specifically, PJM has proposed reviewing the five-year forward candidate list and comparing that 
list with any identified regional needs.  Where there is an intersection of a candidate with a regional need, it 
is appropriate for PJM, as the regional planner, to pursue the more efficient and cost-effective solution for 
the regional need, which may include an end-of-life replacement project.  In those cases where there is an 
intersection, the solution may be different than a Transmission Owner-identified replacement project and, 
accordingly, would be part of the baseline regional solution.   

                                                
24 In the California Orders, the Commission observed that PJM’s Supplemental Projects provided greater transparency than was required under 
Order No.890.  See SoCal Edison Order on Rehearing at P 57 and PG&E Order on Rehearing at P 57. 
25 See Southern California Edison Co., 168 FERC ¶ 61,170 at P 54 (Sept. 19, 2019). 
26 Id. 




