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Dear Acting Secretary Reese:

Pursuant to section 205 of the Federal Power Act (“FPA”),! Part 35 of the Federal
Energy Regulatory Commission’s (“Commission” or “FERC”) regulations,” and Order No.
679,> Mid-Atlantic Offshore Development, LLC (“MAOD”) hereby submits its proposed
formula rate template (“Template”) and implementation protocols (“Protocols™) (together,
“Formula Rate”) to: (1) calculate and recover MAOD’s Annual Transmission Revenue
Requirement (“ATRR”) for MAOD’s transmission facilities located within the PJM
Interconnection, L.L.C.* (“PJM”) region; and (2) provide the procedures for stakeholders to
review and comment upon (and, if necessary, challenge) MAOD’s ATRR. MAOD’s

116 U.S.C. § 824d (2012).
218 C.F.R. §§ 35.2,35.12, 35.13, 35.35 (2024).

3 Promoting Transmission Investment through Pricing Reform, “Order No. 679,” FERC Stats. & Regs. 931,222
(2006), order on reh’g, “Order No. 679-A,” FERC Stats. & Regs. 31,236, order on reh’g, 119 FERC 9 61,062
(2007).

4 Pursuant to Order No. 714, this filing is submitted by PJM Interconnection, L.L.C. (“PJM”) on behalf of
MAOD as part of an XML filing package that conforms with the Commission’s regulations. See Electronic
Tariff Filings, “Order No. 714,” FERC Stats. & Regs. 431,276 (2008). PJM has agreed to make all filings on
behalf of the PJM Transmission Owners in order to retain administrative control over the PJM Open Access
Transmission Tariff (“PJM Tariff”). Thus, MAOD has requested PJM submit this Attachment H-35 Formula
Rate tariff in the eTariff system as part of PJM’s electronic Intra PJM Tariff.

Eversheds Sutherland (US) LLP is part of a global legal practice, operating through various separate and distinct legal entities, under Eversheds Sutherland. For a full description
of the structure and a list of offices, please visit www.eversheds-sutherland.com.
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proposed Template includes a proposed return on equity (“ROE”) and depreciation rates.
MAOQOD is not proposing a transmission revenue requirement at this time.

As detailed below, in coordination with PIM, MAOD was selected by the New Jersey
Board of Public Utilities (“NJBPU”) to construct, own, operate, and maintain a transmission
substation designated as the “Larrabee Collector Station” and acquire adjacent land to
accommodate up to four high-voltage direct current (“HVDC”) converter stations, which will
be used to interconnect New Jersey offshore wind generation to the PJM transmission system
(collectively, the “Project”). The Project is a central component of the Larrabee Tri-Collector
Solution, which is, primarily, a combined MAOD-owned and Jersey Central Power & Light
Company-owned (“JCP&L”) onshore transmission delivery solution selected by the NJBPU
to interconnect New Jersey offshore wind projects to onshore points of interconnection
(“POI”) within the PJM transmission system.’ This selection was made based on the results
of a competitive solicitation process that NJBPU and PJM jointly implemented from April
2021 through October 2022 pursuant to the PJM Regional Transmission Expansion Plan
(“RTEP”) process and the PJM State Agreement Approach Process (“SAA Process”) under
the PJM Operating Agreement (“PJM OA”).°

On August 21, 2023, PJM and MAOD executed a Designated Entity Agreement
(“DEA”), which expressly requires MAOD to construct the Project and have it reach
commercial operation by December 31, 2027 (“COD”).” Upon COD, the Project will
become subject to PJM’s operational control under the PJM Open Access Transmission
Tariff (“PJM Tariff’) and MAOD will become a transmission-owning member of PJM.

As explained herein, MAOD respectfully requests that the Commission grant the
following authorizations with respect to MAOD’s proposed Formula Rate:

First, MAOD requests that the Commission accept MAOD’s proposed Formula Rate
(including MAOD’s proposed Protocols) to be effective September 21, 2024, which is sixty-
one (61) days after the date of this filing.

Second, MAOD requests that the Commission expressly confirm that the Order No.
679 transmission rate incentives already approved for the Project (in an order issued February
15, 2024 (“Incentives Order”)®) also apply to an additional NJBPU mandated scope change
for the Project that was approved by the PJM Board for inclusion in the RTEP after MAOD

5 See In the Matter of Declaring Transmission to Support Offshore Wind a Public Policy of the State of New
Jersey, Order on the State Agreement Approach SAA Proposals, Docket No. Q020100630, at 59-63, App. A
(Oct. 26, 2022) (“NJBPU Oct. 2022 Order”). A copy of the NJBPU Oct. 2022 Order is provided as Exhibit No.
MAOD-3.

6 See Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 20-24, 59-64, 66-67.

7 See Exhibit No. MAOD-1, Direct Testimony of Christopher Sternhagen (“Sternhagen Testimony”), at Q9,
Q32 (citing Exhibit No. MAOD-9, “Designated Entity Agreement between PJM Interconnection, L.L.C. and
Mid-Atlantic Offshore Development, LLC, PJIM RTEP Projects b3737.22 & b3737.60: New Jersey SAA —
Larrabee Collector Station (LCS)” (Aug. 21, 2023) (“PIM-MAOD DEA”)).

8 See Mid-Atlantic Offshore Dev., LLC, 186 FERC 9§ 61,116 (2024) (“Incentives Order”).
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made its filing with the Commission to request such incentives.” Specifically, the
Commission granted MAOD the following Order No. 679 incentives for the Project in the
Incentives Order: (1) Regulatory Asset Incentive; (2) Abandoned Plant Incentive; (3)
Hypothetical Capital Structure Incentive; and (4) Regional Transmission Organization
(“RTO”) Participation Incentive.!® After MAOD filed for approval of those incentives, the
NJBPU and PJM approved a change of scope for the Project through its RTEP, referred to as
the “Interconnection Work.” On February 28, 2024, the PJM Board approved this work as
part of the Project and for inclusion in the RTEP,'" and thus MAOD believes that the
incentives granted to the Project also apply to the Interconnection Work. Out of an
abundance of caution, however, MAOD respectfully requests that the Commission expressly
confirm the transmission rate incentives approved for the Project also apply to the
Interconnection Work. Further, MAOD requests that the Commission expressly confirm that
the four granted transmission rate incentives will also apply to future changes to the scope of
the Project approved by the NJBPU and PJM in the coordinated SAA Process and RTEP
process, as long as those changes do not materially alter the basis of the Commission’s grant
of the original incentives.!?

I. BACKGROUND
A. Description of MAOD and Related Entities

MAOQOD is a non-incumbent, transmission-only company whose only business is to
develop, own, maintain, and operate transmission facilities in New Jersey, within the RTO
area operated by PJM. MAOD is a Delaware limited liability company that is a joint venture
between EDF-RE Offshore Development, LLC (“EDFR”) and Shell New Energies US, LLC
(“Shell New Energies”). EDFR and Shell New Energies each own a 50 percent interest in
MAOD.

9 See In the Matter of Declaring Transmission to Support Offshore Wind a Public Policy of the State of New
Jersey, “Order Approving State Agreement Approach Project Scope Modifications and Addressing Scope-
Related Cost Estimate Adjustments,” Docket No. Q020100630, at 5, 9-10 (June 29, 2023), available at
https://nj.gov/bpu/pdf/boardorders/2023/20230629/8B%200RDER%20SA A%20Project%20Scope%20Chang
es.pdf (approving MAOD’s change of scope and cost increases for interconnection work, pre-build
infrastructure study and refinement of cost estimates) (“June 29, 2023, NJBPU Order”). A copy of the June 29,
2023, NJBPU Order is attached as Exhibit No. MAOD-10. See also PJM Interconnection, L.L.C.,
“Transmission Expansion Advisory Committee (TEAC) Recommendations to the PJM Board, PJM Staff White
Paper,” at 8, 11  (Feb. 2024), available at https://www.pjm.com/-/media/committees-
groups/committees/teac/2024/20240206/20240206-pjm-teac-board-whitepaper-feburary-2024.ashx (“PIM
February 2024 White Paper”) (stating that on February 28, 2024, the PJM Board approved the prebuild
extension work (referred to herein as the “Interconnection Work™) in PJM project number b3737.22). A copy
of the PJM February 2024 White Paper is provided as Exhibit No. MAOD-13.

10 See Incentives Order, at PP 1-2, 34-48. See also Exhibit No. MAOD-1, Sternhagen Testimony, at Q39-Q40.
1 See Exhibit No. MAOD-13, PJM February 2024 White Paper, at 8, 11.

12 Pioneer Transmission, LLC, 130 FERC 4 61,044, P21 (2010). See also Green Power Express LP, 135 FERC
461,141, P 22 (2011).
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EDFR’s ultimate parent is Electricit¢ de France S.A., one of the world’s largest
electricity generators. Shell New Energies is an affiliate of Shell Oil Company US, which is
a subsidiary of Shell plc.

B. Description of the Project

As explained in the Direct Testimony of Christopher Sternhagen, Director - MAOD
Development (“Sternhagen Testimony”),'® the Project includes an alternating current (“AC”)
230/500 kilovolt (“kV”) substation designated as the Larrabee Collector Station and adjacent
land required to interconnect up to four future HVDC converter stations. The Project will be
constructed adjacent to JCP&L'’s existing Larrabee substation located in Howell Township,
Monmouth County, New Jersey (“JCP&L Larrabee Substation”). Once completed, the
Project will accommodate up to four future HVDC circuits that will deliver future generation
from New Jersey offshore wind generators.'*

The Larrabee Tri-Collector Solution is, in aggregate, the combined and inter-related
series of transmission facilities selected by the NJBPU to interconnect New Jersey offshore
wind generation projects to onshore POI within the PJM-operated transmission system
pursuant to PJM’s SAA Process set forth in Rate Schedule 49 of the PJM Tariff.!”> As
explained above, the Project will comprise a portion of the Larrabee Tri-Collector Solution.
JCP&L will also own a significant portion of the Larrabee Tri-Collector Solution.'®

MAOD’s development of the Project is subject to the DEA executed with PJIM. Per
the DEA, the Project’s required COD is December 31, 2027. Moreover, pursuant to the DEA,

13 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q2.
14 See id. at Q34-Q35, Q37.

15 See id. at Q23-Q24 (citing PJM Interconnection, L.L.C., Rate Schedules, Rate Schedule FERC No. 49,
“Amended and Restated State Agreement Approach Agreement By and Among PJM Interconnection, L.L.C.
and New Jersey Board of Public Utilities,” Docket No. ER23-775-000 (filed Jan. 5, 2023) (hereinafter, “PJM
Rate Sched. 49, Amended SAA Agreement”); Appendix A — NJBPU OSW Solicitation Schedule (0.0.0);
Appendix B — Reliability Analysis (0.0.0); Appendix C — Description of SAA Project Selected by the NJBPU
(0.0.0); Appendix D — SAA Capability (0.0.0)). A copy of PJM Rate Schedule 49, Amended SAA Agreement
is provided as Exhibit No. MAOD-4.

16 The JCP&L facilities included as part of the Larrabee Tri-Collector Solution include, among other things, the
facilities necessary to transmit power from the Larrabee Collector Station to three existing JCP&L points of
interconnection on the PJM Transmission System, which are the Smithburg 500 kV substation in Freehold
Township, Monmouth County, New Jersey (“JCP&L Smithburg Substation™), JCP&L Larrabee Substation, and
Atlantic 230 KV substation in Colts Neck Township, Monmouth County, New Jersey (“JCP&L Atlantic
Substation”). A map of the MAOD and JCP&L components of the Larrabee Tri-Collector Solution is provided
in Exhibit No. MAOD-2 [CUI//CEII]. The Larrabee Tri-Collector Solution also includes various onshore
upgrades being developed and constructed by Atlantic City Electric Company, Baltimore Gas and Electric
Company, LS Power Grid Mid-Atlantic, LLC, PECO Energy Company, Public Service Electric & Gas
Company, and Transource Energy, LLC. See Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 64, Appendix
A.
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MAOD is required to construct the Project based on certain project financing and
development milestones.!’

The Project is MAOD’s first (and currently only) transmission project in development
and requires a significant upfront investment, at a current estimated capital cost of
approximately $217 million.'8

C. Description of PJM Regional Transmission Planning Process and the State
Agreement Approach Process

As explained in the Sternhagen Testimony, pursuant to its RTEP, PJM determines a
plan to enhance and expand the transmission system in the PJM region to meet demand for
firm transmission service and support competition.!” Among other things, as outlined in the
PJIM OA, PJM’s RTEP governs the process by which PJM prepares a “baseline” reliability
analysis and identifies needed transmission enhancements five years into the future, and
project enhancements likely to be needed over the next fifteen years.?’ PJM’s RTEP process
develops a single plan to address transmission needs on the “on the bases of (i) maintaining
the reliability of the PJM Region in an economic and environmentally acceptable manner,
(i1) 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.”? PJM has explained that,
“[flundamentally, the Baseline reliability analysis underlies all [RTEP] planning analyses
and recommendations.”??

In 2013, to better accommodate state public policy needs in the RTEP, PJM
established its SAA,? which is a mechanism in the PJM OA?* through which one or more
authorized state governmental entities, individually or jointly, may agree to be solely cost-

17 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q32. See also Exhibit No. MAOD-3, NJBPU Oct. 2022
Order; Exhibit No. MAOD-9, PIM-MAOD DEA, at Schedule C.

18 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q31, Q41.
19 See id. at Q17 (citing PJM OA, Schedule 6, § 1.1).

20 See id. at Q17 (citing PJM Manual 14B, PJM Region Transmission Planning Process § 2.1.2, at 32 (Rev. 55
effective Dec. 20, 2023), available at: https://www.pjm.com/-/media/documents/manuals/m14b.ashx
(hereinafter cited as “PJM Manual 14B”).

2l See Exhibit No. MAOD-1, Sternhagen Testimony, at Q17 (citing PIM OA, Schedule 6, § 1.4(a)).
22 See id. (citing PJIM Manual 14B, § 2.1, at 30).

23 See PJM Interconnection, L.L.C., 142 FERC § 61,214, P 142 (2013), order on reh’g and compliance, 147
FERC q 61,128 (2014), order on reh’g and compliance, 150 FERC 9 61,038, order on reh’g and compliance,
151 FERC 4 61,250 (2015); PIM OA, Schedule 6, §§ 1.5, 1.5.9; see also PJM Interconnection, L.L.C., Intra-
PIM Tariffs, Open Access Transmission Tariff (“Tariff”), Schedule 12, § (b)(xii)(B) (“Public Policy Projects™),
and Schedule 12 — Appendix C (“State Agreement Public Policy Projects Constructed Pursuant to the State
Agreement Approach”).

2 PJM OA, Schedule 6, § 1.5.9.
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allocated for a proposed transmission expansion or enhancement that addresses state public
policy requirements.?’

Importantly, SAA transmission expansions or enhancements may not be selected in
the RTEP for purposes of regional cost allocation.?® All costs related to transmission
expansions or enhancements identified pursuant to the SAA are to be recovered from
customers in a state or group of states that agree to be responsible for the project.?’” This
means that all costs associated with the Project will be recovered from New Jersey ratepayers.

D. Description of PJM and NJBPU SAA Study Agreement and Competitive
Solicitation Process

As detailed in the Sternhagen Testimony, New Jersey became the first state to request
that PJM open a competitive bidding process to solicit transmission proposals to expand the
state’s transmission system to satisfy its offshore wind goals.® To implement the
competitive solicitation, PJM and the NJBPU entered into a study agreement, which was
filed on December 18, 2020 in Docket No. ER21-689-000, and accepted by the Commission
on February 16, 2021.%° The SAA Study Agreement required PJM to: (i) perform planning
studies to identify system improvements to interconnect and to provide for the deliverability
of New Jersey’s planned offshore wind generation at specific POI to the transmission system;
and (il) open a competitive proposal window to solicit transmission solutions for the
deliverability of New Jersey’s planned offshore wind generation.®® The SAA Study
Agreement established that transmission projects identified as part of the SAA process would
be included in PJM’s 2020-2021 RTEP cycle and used as inputs in the development of the
RTEP and generation interconnection studies.>!

25 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q17 (citing PJM, 142 FERC 461,214, at P 142 (“PJM’s
State Agreement Approach supplements, but does not conflict or otherwise replace, PIM’s process to consider
transmission needs driven by public policy requirements as required by Order No. 1000 ...”)).

26 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q17 (citing PJM, 147 FERC § 61,128, at P 92; PJM
Interconnection, L.L.C., 179 FERC 461,024, P 2, reh’g denied, 179 FERC § 62,131 (2022)).

27 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q17 (citing PIM OA, Schedule 6, § 1.5.9(a)). See also
PJM, 147 FERC 61,128, at P 92; PJM, 179 FERC q 61,024, at P 2.

28 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q18 (citing In the Matter of Offshore Wind
Transmission, Order, NJBPU Docket No. Q020100630, at 7 (Nov. 18, 2020)); State of New Jersey, 2019
Energy Master Plan, Pathway to 2050 (2019), available at https://nj.gov/emp/docs/pdf/2020_NJBPU_ EMP.pdf;
Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 10-11.

2 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q19 (citing PJM Interconnection, L.L.C., 174 FERC
61,090 (2021) (“SAA Study Agreement Order”); PJM Service Agreements Tariff, PIM SA No. 5890, PJM SA
No. 5890 among PJM and NJBPU (0.0.0) (“PJM-NJBPU SAA Study Agreement”)).

30 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q19 (citing SAA Study Agreement Order, 174 FERC
161,090, at P 12).

31 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q19 (citing PJM Interconnection, L.L.C., “New Jersey
State Agreement Approach Agreement, Rate Schedule FERC No. 49,” Docket No. ER22-902-000, Transmittal
Letter, at 10 (filed Jan. 27, 2022) (“PJM Jan. 2022 Filing”)).
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On April 15, 2021, consistent with the SAA Study Agreement, PJM opened a
competitive window to solicit transmission proposals to interconnect 7,500 MW of offshore
wind generation off the cost of New Jersey to the PJM Transmission System by 2035.32 The
PJM competitive window closed on September 17, 2021.%3

PJM received eighty proposals during the competitive solicitation window, including
MAOD’s three related sets of proposals.’* Mr. Sternhagen explains the details of MAOD’s
proposals and PJM’s evaluation of submissions into the competitive solicitation.*

E. Description of the PJM-NJBPU SAA Agreement and Selection of
Transmission Projects

As detailed in the Sternhagen Testimony, PJM and the NJBPU entered into a State
Agreement Approach Agreement, which PJM filed with the Commission on January 27,
2022, in Docket No. ER22-902-000, and which was accepted by the Commission on April
14, 2022 (“SAA Agreement”).>® The SAA Agreement established processes for the review
and selection of specific transmission projects submitted to New Jersey’s offshore wind
competitive solicitation.>” As Mr. Sternhagen explains further, the SAA Agreement required
PJM to review submissions into the competitive solicitation and to develop recommendations
for potential winning bidders through its RTEP. The NJBPU subsequently would decide
whether to sponsor one or more of PJM’s recommended transmission projects.>® Following
the NJBPU’s notification to PJM of the NJBPU’s selection and sponsorship of an SAA
Project, PIM would follow its RTEP process to determine the specific “designated entity”
that would construct, own, and operate the SAA Project.*

32 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q20 (citing PJM RTEP — 2021 SAA Proposal Window
To Support NJ OSW, at 1 (Apr. 15, 2021), available at https://www.pjm.com/planning/competitive-planning-
process, Closed Windows 2021, 2021 SAA Proposal Window to Support NJ OSW, zip file “Without Analytical
Files V9, non-CEII update 9.24.2021,” file named “Option l1a Problem Statement For 2021 SAA Window to
Support NJ OSW?”; PJM, 179 FERC q 61,024, at P 5; Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 10,
20).

3 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q20 (citing PJM website at
https://www.pjm.com/planning/competitive-planning-process, Closed Windows 2021, 2021 SAA Proposal
Window to Support NJ OSW (showing competitive window “close 9.17.2021"); PJM, 179 FERC 9] 61,024, at
P 5).

34 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q20-Q21.
35 See id. at Q20-Q21.

36 See id. at Q22. The Commission accepted the SAA Agreement, effective April 15, 2022. PJM, 179 FERC
961,024, at PP 1, 40, and ordering paragraph.

37 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q22 (citing PJM, 179 FERC ¥ 61,024, at P 6).
38 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q22 (citing PJM, 179 FERC ¥ 61,024, at PP 6-7).

39 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q22 (citing PJM, 179 FERC q 61,024, at P 8 (footnote
omitted); SAA Agreement, §§ 4.1, 4.2).
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The competitive solicitation resulted in eighty project proposals being submitted for
coordinated review by PJM and the NJBPU. PJM’s review was documented in six reports
provided to PJM stakeholders, which described the scope of reliability, economic and
congestion relief, financial, and constructability parameters that PJM considered for potential
inclusion in the RTEP. The coordinated review process identified fifty-two projects as
potential new public policy baseline projects for the NJBPU to contemplate for its selection,
three of which were MAOD’s proposals. Four finalists were ultimately selected by the
NJBPU, including one of MAOD’s proposals, identified as Proposal 551.%

On October 26, 2022, the NJBPU combined aspects of MAOD’s Proposal 551 with
two JCP&L Proposals (JCP&L Proposal 17 and JCP&L Proposal 453) to create the core
components of what the NJBPU defined as the Larrabee Tri-Collector Solution, which the
NJBPU then selected as its preferred transmission solution to accommodate delivery of New
Jersey offshore wind generation.*! In the NJBPU October 2022 Order, the NJBPU explained
that, when compared to other “baseline” alternatives evaluated by PJM and considered by
the NJBPU, the “analysis reveals the Larrabee Tri-Collector Solution features benefits across
the stated SAA evaluation criteria, and is the strongest ... single corridor solution when
compared to [other proposals].”** With respect to the Project, the NJBPU stated:

The predominant portion of the Larrabee Tri-Collector Solution is a new
substation adjacent to the existing JCP&L Larrabee substation (the “Larrabee
Collector Station”). MAOD proposes to construct the AC portion of the new
Larrabee Collector Station to accommodate three future HVDC circuits. The
proposal also includes sufficient land for the future installation of up to four
DC converter stations.... The HVDC cables delivering the output of future
[offshore wind] generators will interconnect at this new Larrabee Collector
Station.*

With respect to the JCP&L facilities, the NJBPU stated:

The [Larrabee Tri-Collector Solution] includes a “tri-collector” that
distributes up to 4,890 MW from the Larrabee Collector Station to three
existing [points of interconnection] on PJM’s grid (the Smithburg 500 kV
substation (“Smithburg”), the Larrabee 230 kV substation (“Larrabee”), and
the Atlantic 230 kV substation (“Atlantic”)), utilizing JCP&L’s existing
transmission [Rights of Way (“ROWSs”)]. To provide a complete [onshore
delivery] solution, [NJBPU] Staff recommends that the [NJBPU] select

40 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q23.

41 See Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 59-60; see also Exhibit No. MAOD-1, Sternhagen
Testimony, at Q24.

4 Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 60; see also Exhibit No. MAOD-1, Sternhagen Testimony,
at Q24.

43 Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 60; see also Exhibit No. MAOD-1, Sternhagen Testimony,
at Q24.
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MAOD’s Larrabee Collector Station in combination with JCP&L’s tri-
collector proposal.**

The NJBPU explained that the combination of MAOD’s and JCP&L’s proposals “leverages
JCP&L’s existing ROW’s to create a single point for connecting [offshore wind] projects and
maximizes use of available headroom at existing POI, while offering a single corridor
solution preferred by [the NJBPU] Staff.”*> Finally, the NJBPU explained that the use of its
competitive and SAA processes will result in approximately $900 million in savings for New
Jersey ratepayers.*®

Per the NJBPU October 2022 Order, the Larrabee Tri-Collector Solution (and
consequently, also the Project) is subject to further modification by order of the NJBPU
and/or under the PJM RTEP Process.*’ As explained in Section III, when awarding the
Larrabee Tri-Collector Solution, the NJBPU also recognized that updates to PJM RTEP
projects are common and that the Larrabee Tri-Collector Solution (and, consequently, the
Project) may evolve as New Jersey’s offshore wind initiatives evolve.*

After being selected by the NJBPU, PJM included the projects comprising the
Larrabee Tri-Collector Solution (including the Project) as baseline reliability projects in the
2022 RTEP.* On January 5, 2023, in Docket No. ER23-775-000, PJM filed an executed
Amended and Restated State Agreement Approach Agreement (“Amended SAA
Agreement”) between PJM and the NJBPU, which was revised to include a list of the specific
projects selected in PJM’s 2020-2021 RTEP and by the NJBPU, including the Project.® The
Amended SAA Agreement was accepted on March 6, 2023.3! The Project is identified as
RTEP Project No. b3737.22 in Appendix C to the Amended SAA Agreement.>

As Mr. Sternhagen explains, on June 29, 2023, the NJBPU issued an order approving
the performance (and cost recovery) of a “Prebuild study” by MAOD and implementing a
change of the scope of work in the Project to include additional facilities referred to as the

4 Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 60; see also Exhibit No. MAOD-1, Sternhagen Testimony,
at Q24.

4 Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 60-61; see also Exhibit No. MAOD-1, Sternhagen Testimony,
at Q24.

46 See Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 61 & n.93; see also Exhibit No. MAOD-1, Sternhagen
Testimony, at Q24.

47 See Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 61-62; see also Exhibit No. MAOD-1, Sternhagen
Testimony, at Q24.

4 See Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 62.

4 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q25.

30 See id. (citing Exhibit No. MAOD-4, PJM Rate Sched. 49, Amended SAA Agreement, App. C).
SUPJM Interconnection, L.L.C., Docket No. ER23-775-000, unpublished letter order (Mar. 6, 2023).

32 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q25 (citing Exhibit No. MAOD-4, PJM Rate Sched. 49,
Amended SAA Agreement, App. C; Exhibit No. MAOD-5, PJM 2022 RTEP Report, at 70).
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“Interconnection Work.”>® The details of the Prebuild Study and Interconnection Work are
described in the Sternhagen Testimony.>*

F. Order No. 679 Transmission Rate Incentives Granted to MAOD

In the February 15, 2024, Incentives Order, the Commission granted MAOD’s
September 21, 2023, request, as supplemented on November 22, 2023, in Docket No. EL23-
101-000, to implement the following Order No. 679 transmission rate incentives for the
Project: (1) Regulatory Asset Incentive; (2) Abandoned Plant Incentive; (3) Hypothetical
Capital Structure Incentive; and (4) RTO Participation Incentive.”> As explained below,
MAOD requests that the Commission expressly confirm that these incentives apply to the
Interconnection Work and will also apply to future changes to the scope of the Project
approved by the NJBPU and PJM in the coordinated SAA Process and RTEP process, as
long as those changes do not materially alter the basis of the Commission’s grant of the
original incentives.

II. PROPOSED FORMULA RATE

MAQD files the attached Formula Rate and requests that it be accepted for filing
effective September 21, 2024, which is sixty-one (61) days after the date of this filing. The
Formula Rate will be used to determine the ATRR for MAOD.

The proposed Formula Rate is described in the Direct Testimony of William (“Bill”)
R. Davis, Assistant Vice President, Concentric Energy Advisors, Inc. (“Davis Testimony””).>®
Components used by Mr. Davis in developing the Formula Rate are described in the Direct
Testimony of Joshua C. Nowak, Vice President, Concentric Energy Advisors, Inc. (“Nowak
Testimony”),>’ and Direct Testimony of Larry E. Kennedy, Senior Vice President,
Concentric Energy Advisors, Inc. (“Kennedy Testimony”).*8

The Commission “encourage[s] public utilities to explore the benefits of filing
transmission-related formula rates.” The proposed Formula Rate is consistent with
Commission-approved ratemaking methodologies and contains sufficient specificity to

33 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q27 (citing Exhibit No. MAOD-10, June 29, 2023,
NJBPU Order, at 5, 9-10).

54 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q26-Q28.

55 See Incentives Order, at PP 1-2, 34-48; see also Exhibit No. MAOD-1, Sternhagen Testimony, at Q46.

36 See Exhibit No. MAOD-21, Direct Testimony of William (“Bill”) R. Davis (“Davis Testimony”).

57 See Exhibit No. MAOD-16, Direct Testimony of Joshua C. Nowak (“Nowak Testimony”).

38 See Exhibit No. MAOD-18, Direct Testimony of Larry E. Kennedy (“Kennedy Testimony”).

% Order No. 679, at P 386. See also Allegheny Power Sys. Operating Cos., 111 FERC q 61,308, P 51 (2005).
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operate without discretion in its implementation.®® The Formula Rate is just and reasonable
and should be accepted for filing.

MAOQOD has not proposed an ATRR in this filing.
A. Formula Rate Design

As detailed in the Davis Testimony, the proposed Formula Rate is forward-looking,
and is similar to formula rates the Commission recently has accepted for other competitive
transmission developers, including those in the PJIM region.®’ Mr. Davis explains that
MAOD’s proposed Formula Rate will consist of three components: (1) MAOD’s statement
of its ATRR (Attachment H-35 to the PJM Tariff) (“ATRR Statement”); (2) the Formula
Rate Template (Attachment H-35A to the PJM Tariff); and (3) the Protocols (Attachment-H-
35B to the PIM Tariff).%> Mr. Davis explains that the proposed Formula Rate is just and
reasonable because it will: (1) allow MAQOD to collect a revenue requirement that reflects
its operating and capital costs during the rate period; (2) provide greater certainty for cost
recovery of capital expenditures needed to construct transmission infrastructure; and (3)
ensure that transmission customers pay only the costs incurred to serve them over the life of
the Project.®

Mr. Davis explains that the proposed ATRR Statement will allow PJM to determine
the charges to MAOD’s customers for the use of MAOD facilities in providing transmission
service within PJM.** Mr. Davis describes the four Order No. 679 transmission rate
incentives that the Commission granted MAOD for the Project, and how they are (or will be)
incorporated into the proposed ATRR Statement.%

Mr. Davis explains that MAOD proposes to use a forward-looking Rate Formula
Template, which includes a true-up for historical actuals (once available) and a forecast to

0 See, e.g., NextEra Energy Transmission MidAtlantic, LLC, 161 FERC ¥ 61,141 (2017), order on settlement,
164 FERC 4 61,042 (2018); Kanstar Transmission, LLC, 152 FERC 9§ 61,209 (2015); PJM Interconnection,
LLC and Transource W. Va., LLC, 152 FERC q 61,180 (2015); Transource Kan., LLC, 151 FERC q 61,010
(2015); Xcel Energy Sw.t Transmission Co., LLC, 149 FERC § 61,182 (2014); Xcel Energy Transmission Dev.
Co., LLC, 149 FERC 9 61,181 (2014); Transource Wis., LLC, 149 FERC q 61,180 (2014); Am. Transmission
Co., LLC, 97 FERC Y 61,339 (2001).

61 See Exhibit No. MAOD-21, Davis Testimony, at Q9. See also NextEra, 161 FERC q 61,141 at P 13;
Transource W. Va, LLC, 152 FERC 9 61,180.

62 See Exhibit No. MAOD-21, Davis Testimony, at Q8.
63 See id. at Q9.
64 See id. at Q13.

%5 Exhibit No. MAOD-21, Davis Testimony, at Q11. Mr. Davis explains that MAOD is proposing to defer its
rate case expense in a regulatory asset and recover those costs over a three-year period once the Project is in-
service. See id. at Q7.
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estimate MAOD’s ATRR for the upcoming rate year.®® Mr. Davis describes how MAOD’s
annual projected net revenue requirement will be determined, and how MAQOD’s rate base
and overall rate of return will be calculated under the proposed Formula Rate Template.%’
Mr. Davis also details each of the nine Attachments of MAOD’s proposed Formula Rate
Template as well as supporting workpapers.®

B. Protocols

As described in the Davis Testimony, MAOD submits proposed Protocols for
populating and updating its Formula Rate Template.® The Protocols are transparent, are
consistent with the Commission’s guidance on protocols for forward-looking formula rates,
and are consistent with the formula rate protocols accepted by the Commission for other
utilities in PJM.7°

Mr. Davis explains that the Protocols describe the procedures that MAOD will follow
when calculating and posting its projected and actual annual net revenue requirement. Mr.
Davis also explains that MAOD’s customers and other interested parties may review and
challenge each of these calculations through procedures specified in the Protocols.”! Finally,
Mr. Davis provides an overview of the schedule of the Annual True-up filing process and
related Annual True-up and Annual Projected Rate Meetings once the Project is in service.”?

C. Return on Equity

As described in the Nowak Testimony, MAOD’s ROE and proxy cost of debt are just
and reasonable. Mr. Nowak describes the three financial models he used to determine his
ROE recommendation. Using the Two-Step Discounted Cash Flow model (“DCF”), the
Capital Asset Pricing Model (“CAPM”), and the Bond Yield Plus Risk Premium model
(“Risk Premium”), Mr. Nowak produced a zone of reasonableness of 9.76% to 11.10% and

% See id. at Q15. See also MAOD’s proposed Formula Rate Template, provided as Exhibit No. MAOD-20,
Attachment H-XX.

67 See Exhibit No. MAOD-21, Davis Testimony, at Q15.
% See id. at Q16-Q24.
 See id. at Q25.

0 See, e.g., Mid-Atlantic Interstate Transmission, LLC, 158 FERC 9 62,185 (2017), order accepting settlement
sub. nom PJM Interconnection, L.L.C. and Mid-Atlantic Interstate Transmission, 163 FERC q 61,131 (2018);
PJM Interconnection, L.L.C., 155 FERC 61,097 (2016); NextEra Energy Transmission West, LLC, 154 FERC
461,009 (2015); PJM Interconnection, L.L.C., 152 FERC § 61,180 (2015).

"I See Exhibit No. MAOD-21, Davis Testimony, at Q25.
72 See id. at Q26.
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a proxy group median of 10.26%.”* After including a 50 basis point adder for MAOD’s
membership in PJM, Mr. Nowak recommends an ROE of 10.76%.7*

Beyond analytical models and their resulting calculations, Mr. Nowak points to the
significance of expected economic and financial market conditions when determining a
reasonable ROE.”> After a confluence of factors led to high inflation rates, the Federal
Reserve tightened its monetary policies, producing higher interest rates.”® According to Mr.
Nowak, these circumstances reinforce the importance of considering the results of multiple
analytical models.”’

Mr. Nowak’s modeling used a proxy group of 30 electric utilities with investment-
grade credit ratings.”® Mr. Nowak’s DCF analysis gave 80 percent weight to earnings growth
estimates for the proxy group and 20 percent weight to gross domestic product (“GDP”)
growth estimates.” The DCF analysis produced a lower bound of 7.54% and an upper bound
of 14.38%.%

For his CAPM analysis, Mr. Nowak followed the Commission’s methodology in
calculating the market risk premium using companies comprising the S&P 500, excluding
non-dividend paying companies and companies with growth rates outside a range of zero
percent to twenty percent.®! Mr. Nowak explains how excluding companies not paying
dividends may bias the results of his CAPM. Nonetheless, Mr. Nowak applied the
Commission’s preferred approach.®> The CAPM analysis produced a lower bound of 9.79%
and an upper bound of 12.95%.%3

Mr. Nowak’s Risk Premium analysis compares FERC-authorized ROEs for electric
transmission utilities and the Moody’s Baa Utility Bond Index Yield at the time of his
analysis.®* Mr. Nowak found, in general, that the risk premium increases as bond yields
decrease, and vice versa.®> Using the 6-month average yield on Moody’s Baa Utility Index,

73 See Exhibit No. MAOD-16, Direct Testimony of Joshua C. Nowak (“Nowak Testimony”), at Q6.
74 See Exhibit No. MAOD-16, Nowak Testimony, at Q6.
5 See id. at Q9.

76 See id. at Q11-Q12.

77 See id. at Q16.

8 See id. at Q19.

7 See id. at Q25.

80 See id. at Q27.

81 See id. at Q28.

82 See id. at Q32.

8 See id. at Q34.

8 See id. at Q35.

8 See id. at Q36.
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Mr. Nowak calculated a yield of 6.08% and a risk premium of 4.40% to produce an ROE of
10.48%.8¢

The zone of reasonableness using all three methods was 9.76% to 11.10% with a
median of 10.26%.%7 With some uncertainty about continued use of the Risk Premium
approach, Mr. Nowak’s zone of reasonableness using only the DCF and CAPM models
yielded a zone of reasonableness of 9.81% to 10.99% with a median of 10.15%.%® Relying
primarily on the three model approach, which includes the Risk Premium approach and with
a 50 basis point adder for MAOD’s PJM membership, Mr. Nowak’s proposed ROE is
10.76%.%

Mr. Nowak explains that MAOD’s 50 percent debt and 50 percent equity hypothetical
capital structure will properly balance MAOD’s need for capital at reasonable costs with the
interests of New Jersey customers who will pay MAOD’s cost of service in their utility
rates.”’ Prior to construction financing, the Proxy Debt Rate will be priced at the 3-month
Secured Overnight Financing Rate plus 200 basis points — based on a credit spread estimate
from a leading project finance bank.”! As of May 1, 2024, the Proxy Debt Rate would be
7.3190%.”* Once debt financing is obtained (initially construction financing and then, prior
to COD, long term debt financing), actual debt rates associated with the debt financings will
be used for MAOD’s cost of debt.

D. Capital Structure and Financing

In the Sternhagen Testimony, Mr. Sternhagen describes the combination of risks
associated with MAOD’s Project that support a base ROE of 10.26%. As a new company
that does not own transmission assets (or any other assets apart from land) or have established
credit history or credit ratings, MAOD will finance the Project without supporting revenues
until the completed project is placed into service.”> Consequently, the proposed Formula
Rate (with MAOD’s transmission rate incentives incorporated therein) will aid MAOD as it
pursues project financing.

For equity financing, MAOD used equity investments from its parent companies to
initiate the Project and plans to continue to use investments from its parent companies for

8 See id. at Q36.
87 See id. at Q38.
88 See id. at Q38.
8 See id. at Q39.
0 See id. at Q40-41.
o1 See id. at Q47.

%2 See id. at Q47. MAOD’s hypothetical capital structure will only apply until the Project reaches COD at
which point MAOD’s actual capital structure will apply.

93 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q39, Q44.
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additional equity financing.®* After the Project starts producing revenue, MAOD plans to
use retained earnings and additional paid-in-capital from its parent companies to support
ongoing investments while maintaining the target equity ratio under the proposed capital
structure.” MAOD does not currently plan to solicit additional equity investors.

Following Commission acceptance of the proposed Formula Rate, MAOD will
finance construction spending and short-term working capital requirements with a
construction loan arrangement. As the Project gets closer to COD, MAQOD plans to obtain
long-term debt financing from institutional capital markets or commercial lenders.”®

To secure this debt financing on more favorable terms, Mr. Sternhagen explains that
MAOD plans to build an investment grade credit profile.”” MAOD’s proposed capital
structure, depreciation rates, ROE, and formula rate recovery should combine to yield
investment grade financial metrics.”® Preserving the 50% equity structure would facilitate
MAOD’s management of its financing costs.

Mr. Nowak explains that he assumed an initial debt rate for MAOD equal to the three-
month Secured Overnight Financing Rate plus 200 basis points, based on guidance from
MAOD’s financial advisors who reviewed recent, comparable project finance transactions.”
This Proxy Debt Rate would apply until replaced by the cost of Construction Debt financing,
which would be superseded by the cost of longer-term debt financing as the Project
approaches commercial operation.!®

Mr. Nowak explains that MAOD’s 10.76% proposed cost of equity is the product of
a 10.26% base ROE and a 50 basis point RTO membership adder for participation in PJM.!*!
This ROE will help mitigate the investment risks associated with a non-incumbent
transmission company with no financial history or revenue-producing assets.'%?

E. Depreciation

The Kennedy Testimony supports the depreciation rates applied to the MAOD
ATRR. Mr. Kennedy explains that, in developing the appropriate depreciation rates, he
utilized four depreciation methodologies: (1) average service life, (2) forecast retirement
dispersion curves (Iowa curve), (3) consideration of any economic or other constraints to the

%9 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q40.
% See id. at Q40.

% See id. at Q41.

97 See id. at Q42.

9% See id. at Q45.

9 See Exhibit No. MAOD-16, Nowak Testimony, at Q47.

100 See Exhibit No. MAOD-16, Nowak Testimony, at Q47.

101 See id. at Q39, Q48.

102 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q45.
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recovery of investment, and (4) consideration of the estimated cost of retirement (i.e., net
salvage costs).!®> Mr. Kennedy states that he determined average service life, retirement
dispersion estimates, and net salvage estimates based on his review of currently approved
depreciation parameters through peer analysis.!® Mr. Kennedy explains that his selection of
appropriate peers is based on: (1) a selection of electric transmission systems recently
constructed in the United States and Canada,'® and (2) depreciation studies that have
included electric transmission assets owned and operated by utilities in various U.S.
jurisdictions. '

Mr. Kennedy explains that the results of his peer analysis show that the range of
service life estimates was relatively narrow, allowing him to select an average service life
estimate within the peer range for each asset account.!’” To develop the average service life
estimates, Mr. Kennedy explains that for some accounts he based the estimated service life
of MAOD’s assets on the weighted average of each component that MAOD expects to track
separately, utilizing both peer analysis and expert judgement.'® To develop the net salvage
estimates, Mr. Kennedy based his estimates on the lower end of the range of estimates from
his peer analysis because there is insufficient removal data available given that MAOD’s
assets will be newly constructed.!®

Mr. Kennedy explains that MAOD should be permitted to collect net salvage,
principally because: (1) if collection is delayed, customers could be charged for plant from
which they did not receive service and, as a result of the delay in recovery, also could result
in higher future revenue requirements related to net salvage, and (2) FERC’s Uniform System
of Accounts requires that depreciation be recognized through accrual accounting (i.e., the
service value of an asset must be accrued during the life of the asset).!'® Mr. Kennedy also
explains that he did not include any Asset Retirement Obligation in the depreciation
recommendations.'!!

Finally, Mr. Kennedy states that the calculation of the depreciation rates provided in
Exhibit No. MAOD-20 was based on the straight-line method, the Average Life Group

103 See Exhibit No. MAOD-18, Direct Testimony of Larry Kennedy (“Kennedy Testimony”), at Q14. The
results of Mr. Kennedy’s analysis are provided in Exhibit No. MAOD-17, which includes the appropriate
depreciation rates for each account.

104 See Exhibit No. MAOD-18, Kennedy Testimony, at Q15.

105 See id. at Q15.

106 See id. at Q15.

107 See id. at Q15. A summary of the peer review is provided in Exhibit No. MAOD-19.
108 See Exhibit No. MAOD-18, Kennedy Testimony, at Q17.

109 See id. at Q18.

10 See id. at Q21.

1T See id. at Q22.
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procedure, and applied on a whole life basis.!!? Mr. Kennedy indicates that the stated values
will be used in the Formula Rate until changed pursuant to a FPA section 205 or section 206
filing.'!3

III. REQUEST TO EXTEND ORDER NO. 679 INCENTIVES TO INCLUDE
MODIFICATIONS TO THE PROJECT ORDERED BY THE NJBPU AND
APPROVED BY PJM FOR INCLUSION IN THE RTEP

A. Application of the Incentives to Interconnection Work Added to the
Project in the RTEP Process

On September 21, 2023, as supplemented on November 22, 2023, MAOD filed with
the Commission a petition for declaratory order (“MAOD PDO”) requesting authorization
for (1) Regulatory Asset Incentive; (2) Abandoned Plant Incentive; (3) Hypothetical Capital
Structure Incentive; and (4) RTO Participation Incentive.!'* MAOD sought these incentives
for the Project as approved by both the NJBPU and PJM for inclusion in the RTEP. The
Commission granted these incentives for the Project in the Incentives Order.!'!

As explained in the Sternhagen Testimony, in its October 26, 2022 order selecting the
Project (as part of the Larrabee Tri-Collector Solution), the NJBPU acknowledged that
“[u]pdates to approved PIM RTEP projects are typical.”!'® The NJBPU indicated that the
Larrabee Tri-Collector Solution (and consequently, also the Project) would be subject to
further modification by order of the NJBPU and/or under the PJM RTEP process,!!” and that
“[a]llowing for the modification of the [NJBPU] Order in the future to reflect significant
updates will ensure that the specific configuration of the awarded SAA facilities remains
optimal and beneficial to ratepayers over time.”!!8

On June 29, 2023, the NJBPU indeed issued a subsequent order directing MAOD to
include additional facilities in the Project, referred to as the “Interconnection Work.”!"”
Citing cost-effectiveness, the NJBPU directed MAOD to construct two sets of facilities: (1)

12 See id. at Q23.
113 See id. at Q24.

114 See Petition for Declaratory Order of Mid-Atlantic Offshore Development, LLC for Authorization to Utilize
Incentive Rate Treatment and Request for Expedited Consideration, Docket No. EL23-101-000 (filed
September 21, 2023).

115 See Incentives Order, at PP 1-2, 34-48

116 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q24 (citing Exhibit No. MAOD-3, NJBPU Oct. 2022
Order, at 62).

117 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q24 (citing Exhibit No. MAOD-3, NJBPU Oct. 2022
Order, at 61-61).

118 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q24 (citing Exhibit No. MAOD-3, NJBPU Oct. 2022
Order, at 62).

119 See Exhibit No. MAOD-10, June 29, 2023, NJBPU Order, at 3-4; see also Exhibit No. MAOD-1, Sternhagen
Testimony, at Q28.
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the civil works necessary to connect the Prebuild Infrastructure to each HVDC converter
station area, and (2) the AC collector lines necessary to interconnect the HVDC converters
to the Project’s substation facilities. At an estimated cost of $23 million,'?’ the NJBPU
awarded this work to MAOD as a “modification and expansion of MAOD’s designated scope
of work.”!?! This additional work is described in more detail in the Sternhagen Testimony.!??

In Order No. 679, the Commission stated that “[1]f an applicant obtains a declaratory
order and the proposal changes from the facts on which the declaratory order was issued, the
applicant may seek another declaratory order or wait to seek approval of the changes in the
subsequent section 205 filing.”'> However, the Commission has also stated that some
project changes “will not necessarily alter the basis upon which the Commission granted
transmission incentives.”'** PJM approved the Interconnection Work for inclusion in the
RTEP on February 28, 2024.!2° Therefore, this change could not have been described in the
MAOD PDO. These facilities, however, are integral to the Project and the rationale for
applying these incentives to the expanded scope of the Project are the same as those already
approved by the Commission in the Incentives Order for the Project. The costs of the
Interconnection Work should be subject to the same benefits resulting from the incentives
granted to the Project by the Commission.

MAOD does not believe that this expansion of the scope of the Project materially
changes the facts upon which the Incentives Order granting incentives for the Project were
based, and that it does not alter the basis upon which those incentives were granted. Hence,
MAOQOD believes that the incentives granted to the Project also apply to the Interconnection
Work. Out of an abundance of caution, however, MAOD requests that the Commission
expressly confirm that the four transmission rate incentives already approved for the Project
extend to the Interconnection Work. As explained in the Sternhagen Testimony, even with
the inclusion of the Interconnection Work, the requested incentives are narrowly tailored to

120 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q28 (citing Exhibit No. MAOD-10, June 29, 2023,
NJBPU Order, at 5).

121 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q28 (quoting Exhibit No. MAOD-10, June 29, 2023,
NIJBPU Order, at 9).

122 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q28.
123 Order No. 679, at P 78.

124 Pioneer Transmission, LLC, 130 FERC Y 61,044, at P 21. See also Green Power Express LP, 135 FERC
61,141, at P 22.

125 See PJM Interconnection, L.L.C., “Transmission Expansion Advisory Committee (TEAC)
Recommendations to the PJM Board, PIM Staff White Paper,” at 8, 11 (Feb. 2024), available at
https://www.pjm.com/-/media/committees-groups/committees/teac/2024/20240206/20240206-pjm-teac-
board-whitepaper-feburary-2024.ashx (“PJM February 2024 White Paper”) (stating that on February 28, 2024,
the PJM Board approved the prebuild extension work (referred to herein as the “Interconnection Work™) in PJM
project number b3737.22). A copy of the PJM February 2024 White Paper is provided in Exhibit No. MAOD-
13.
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mitigate the specific risks faced by the Project.'?® Each of the requested incentives is
discussed briefly below, and in more detail in the Sternhagen Testimony.'?’

As recognized in the Incentives Order, the Regulatory Asset Incentive will allow
MAOD to mitigate the pre-commercial operation risks of financing, developing, and
constructing the Project. Specifically, MAOD faces considerable challenges in developing
the Project, particularly as a non-incumbent transmission developer, for which the Project
represents a significant investment of both human resources and funds, and in particular
given that MAOD does not have existing rates through which it could recover development
costs that are normally expensed.!?® The ability to book Project-related costs into a
Regulatory Asset prior to MAOD’s ATRR being filed and allocated under the PJM Tariff
will provide up-front regulatory certainty, improve coverage ratios used by lenders and rating
agencies to determine credit quality, and reduce interest expense.'?* Because this mitigation
of risks will beneficially impact MAOD’s credit risk for potential financing entities, the
Regulatory Asset Incentive will benefit ratepayers.!** As explained in the Sternhagen
Testimony, the Interconnection Work is integrated into the Project and, therefore, MAOD
faces the same risks as a non-incumbent transmission developer relative to the
Interconnection Work as the overall Project. The costs of the Interconnection Work therefore
should receive the benefit of the Regulatory Asset Incentive.'’!

As recognized in the Incentives Order, the Abandoned Plant Incentive will allow
MAOD to mitigate the permitting, regulatory, “project on project,” and political risks that
the Project faces.!*? The grant of the Abandoned Plant Incentive to the Project provides
assurances to financing entities that they can be repaid if the Project is abandoned for reasons
outside of MAOD’s control, and will support not only financing entities’ willingness to
commit funds, but also their ability to offer beneficial financing terms, which will benefit

126 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q47.

127 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q48-Q51. If the Commission does not agree that the
four granted incentives already apply to the Interconnection Work, MAOD respectfully requests that the
Commission exercise its authority to grant these incentives for the Interconnection Work pursuant to FPA
section 205 based on the explanations in this transmittal letter and supporting testimony. See, e.g., GridLiance
Heartland LLC, 166 FERC 9 61,067, P 40 (2019); PJM Interconnection, LLC, 155 FERC 9 61,097, at P 175;
Midwest Power Transmission Ark., LLC, 152 FERC q 61,210, PP 14, 17, 20 (2015); Kanstar Transmission,
LLC, 152 FERC q 61,209, at PP 17, 22, 28, 85; Transource Kan., LLC, 151 FERC § 61,010, at P 15; Xcel
Energy Sw. Transmission Co., LLC, 149 FERC 9 61,182, at P 22.

128 See Incentives Order, at PP 34-38. See also Exhibit No. MAOD-1, Sternhagen Testimony, at Q48.

129 See Promoting Transmission Investments Through Pricing Reform, 141 FERC 461,129, P 13 (2012) (“2012
Policy Statement”); DCR Transmission LLC, 153 FERC q 61,295, at P 35; RITELine Ill., LLC, et al., 137 FERC
9 61,039, P 96 (2011) (citing Green Power Express, LP, 127 FERC q 61,031, P 60 (2009); Pioneer
Transmission, LLC, 126 FERC 9 61,281, P 84 (2009)).

130 See RITELine Ill., LLC, et al., 137 FERC 961,039, at P 96 (citing Green Power Express, 127 FERC 961,031,
at P 60; Pioneer Transmission, LLC, 126 FERC 9 61,281, at P 84).

131 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q48.
132 See Incentives Order, at PP 39-43.
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ratepayers. As explained in the Sternhagen Testimony, the risks that justify the application
of the Abandoned Plant Incentive to the Project are equally applicable to the Interconnection
Work. The costs of the Interconnection Work therefore should receive the benefit of the
Abandoned Plant Incentive.!?

As recognized in the Incentives Order, the Hypothetical Capital Structure Incentive
will allow MAOD to mitigate financing risks for the Project associated with its status as a
non-incumbent transmission provider that does not yet have the established capital structure
of an incumbent utility. MAOD will require significant borrowings, as well as equity capital
contributions, as development and construction of the Project progresses. MAOD’s precise
debt-to-equity ratio during the construction period consequently will fluctuate as new
borrowings are made and equity is invested, and will also be affected by negotiations with
lenders. The Hypothetical Capital Structure Incentive provides assurance to potential
investors, helping with the challenge of raising capital during the development process when
actual capital structures can fluctuate.!** As explained by Mr. Sternhagen, as a part of the
Project as a whole, MAOD faces the same risk with respect to the costs of the Interconnection
Work. The costs of the Interconnection Work therefore should receive the benefit of the
Hypothetical Capital Structure Incentive. As with the Project overall, MAOD confirms that
this incentive will only apply until the Project reaches COD. '

Once the Project is placed into service, MAOD will become a Transmission Owner
member of PJM, with all the responsibilities and obligations of such a member. Hence, in
the Incentives Order, the Commission conditionally granted the RTO Participation Incentive
for MAOD’s participation in PJIM.!*¢ As the Interconnection Work is integrated into the
Project and a part of the PJM system, the RTO Participation Incentive also should apply to
the costs associated with the Interconnection Work.'’

As explained in the MAOD PDO and in the Sternhagen Testimony, the incentives
that have been requested by MAOD are meant to mitigate MAOD’s development risk,
particularly as a non-incumbent transmission developer developing its first transmission
project. The total package of incentives, as a whole granted to the Project in the Incentives
Order, is narrowly tailored to address the well-recognized risks associated with transmission
development (including, in this case, as part of the SAA Process). These risks apply equally
to the Interconnection Work because these facilities are integrated parts of the Project.
Therefore, for all of the reasons set forth in MAOD’s PDO for the larger project and as
explained in the Sternhagen Testimony, a nexus exists between the requested incentives and

133 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q49.
134 See Incentives Order, at PP 44-46.
135 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q50.
136 See Incentives Order, at PP 47-48.
137 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q51.
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the risks and challenges of the Interconnection Work.!*® MAOD’s requested incentives
therefore also should apply to the Interconnection Work.

B. Application of the Incentives to Future Changes to the Project’s Scope

As stated above, the NJBPU is actively pursuing an aggressive offshore wind
development program, and MAOD expects that, as part of the Larrabee Tri-Collector
Solution, the Project may further evolve as the NJBPU coordinates with PJM and the NJBPU
potentially revises its onshore transmission plans pursuant to the SAA Process and the PJM
RTEP.

Therefore, MAOD respectfully requests that the Commission expressly clarify that
the four incentives already approved for the Project — (1) Regulatory Asset Incentive; (2)
Abandoned Plant Incentive; (3) Hypothetical Capital Structure Incentive; and (4) RTO
Participation Incentive — will also apply to future NJBPU-approved and RTEP-approved
changes in scope for the Project, so long as such scope changes do not materially alter the
basis — whether in the Incentives Order or in this proceeding — of the Commission’s grant of
the incentives.!* This request is being made out of an abundance of caution to preclude
MAOD from being required continually to amend its requested incentives as the Project
changes based on NJBPU requirements that are coordinated with PJM through the SAA
Process for inclusion in the RTEP. !4

IV.  PROPOSED EFFECTIVE DATE

MAOD requests that the Commission accept the MAOD Formula Rate to become
effective on September 21, 2024, which is sixty-one (61) days after the date of this filing.
The elements of this filing are consistent with Commission policy and are fully supported by

138 See Exhibit No. MAOD-1, Sternhagen Testimony, at Q47.

139 For example, the four autotransformers at the Larrabee Collector Station need to be resized to accommodate
reactive power requirements, at an estimated cost of $800,000. The NJBPU approved this change in its March
20, 2024, order. The PJM Transmission Expansion Advisory Committee (“TEAC”) included this change in its
April 2, 2024, Reliability Analysis Update and, from MAOD’s understanding, is recommending its approval
to the PJM Board. The PJM Board is expected to approve the inclusion of this work in the RTEP under the
Project’s existing RTEP number b3737.22 at its August 2024 meeting. The scope of this change will not
materially alter the basis upon which the Commission granted MAOD’s requested incentives. See Incentive
Order; see also In the Matter of Declaring Transmission to Support Offshore Wind a Public Policy of the State
of New Jersey, “Order on the State Agreement Approach (SAA) — Project Scope Modifications and Cost
Adjustments,” Docket No. Q020100630 (Mar. 20, 2024), available at
https://publicaccess.bpu.state.nj.us/CaseSummary.aspx?case_id=2109468 (then select Document Title 3-20-
24-8D) (NJBPU order approving modified transformer sizing from 450 MVA to 480 MV A and increased cost
thereof) (“March 20, 2024, NJBPU Order”). A copy of the March 20, 2024, NJBPU Order is provided in
Exhibit No. MAOD-12; see also PJM Interconnection, L.L.C., presentation to Transmission Expansion
Advisory Committee (“TEAC”), “Reliability Analysis Update,” at slide 10 (Apr. 2, 2024) (stating the Amended
Scope for b3737.22 as “Increase Sizing of Autotransformers: Increase sizing of four single phase 500/230 kV
autotransformers at LCS from 450 MVA to 480 MV A to meet reactive power requirements”).

140 MAOD recognizes that, per Order No. 679, it will be required to file with the Commission for approval of
incentive rate treatment for any future changes to the Project that may alter the basis upon which the
Commission previously granted transmission incentives.
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the testimony and associated exhibits included as part of this filing. In the event the
Commission finds that a hearing is necessary, MAOD requests that the Commission suspend
the filing for a nominal period of only one day so that the Formula Rate can go into effect on
the requested effective date.

V. REQUESTED WAIVERS

The populated Formula Rate Template provided in Exhibit No. MAOD-23 contains
abbreviated cost support for the projections in lieu of the full Statements AA through BL
otherwise required under section 35.13 of the regulations. An attestation from Christopher
Sternhagen, Director —- MAOD Development, of MAOD, in satisfaction of the requirements
of 18 C.F.R. § 35.13, is included in Exhibit No. MAOD-25. The abbreviated statements and
the testimony submitted as exhibits to this filing provide ample support for the reasonableness
of the proposed Formula Rate. To the extent that MAOD’s proposed Formula Rate approach
may require waivers of sections 35.12 and 35.13 of the Commission’s regulations, MAOD
respectfully requests such waivers, including waiver of the full Period I — Period II data
requirements and waiver of the requirements in section 35.13(a)(s)(iv) to determine if and
the extent to which a proposed change constitutes a rate increase based on Period I — Period
II rates and billing determinants.

VI. REQUEST FOR CONFIDENTIAL TREATMENT

In accordance with section 388.113 of the Commission’s regulations,'*! MAOD
respectfully requests confidential treatment of page 3 of Exhibit No. MAOD-2 (CUI//CEII)
because it contains Critical Energy/Electric Infrastructure Information (“CEII”). This
information should be treated as CEII as of the date of this filing and extending for the
maximum allowable five-year period.'*?

MAOQOD respectfully requests CEII treatment for page 3 of Exhibit No. MAOD-2
(CUI/CEII) because it includes detailed design information of MAOD’s planned physical
transmission facilities, the incapacity or destruction of which would negatively affect
security, economic security, public health or safety, or any combination of such matters.'*
MAOQOD understands that the Commission will notify it prior to any contemplated disclosure
of the CEII Information.'** MOAD submits as Exhibit No. MAOD-26 to this filing a form
of Protective Agreement, as required by section 388.113 of the Commission’s regulations.'*

As required by section 388.113 of the Commission’s regulations, the public version
of Exhibit No. MOAD-2 does not include the CEII Information and is labelled “PUBLIC
VERSION — CRITICAL ENERGY/ELECTRIC INFRASTRUCTURE INFORMATION
HAS BEEN REMOVED.” MAQOD also is submitting a non-public version of Exhibit No.

14118 C.F.R. § 388.113.

142 See 18 C.F.R. §§ 388.113(d)(1)(i), 388.113(e)(1).
143 See 18 C.F.R. § 388.113(c)(3).

14 See 18 C.F.R. § 388.113(d)(1)(vi).

145 See 18 C.F.R. § 388.113.
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MAOD-2 (CUI//CEIl) which includes the CEII Information and is labelled “CUI//CEII —
NON-PUBLIC VERSION - CONTAINS CRITICAL ENERGY/ELECTRIC
INFRASTRUCTURE INFORMATION — DO NOT RELEASE PURSUANT TO 18 C.F.R.
§ 388.113.”

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,'*® PJM will post a copy of this filing to the
FERC filings section of its internet site, located at the following link:
https://www.pjm.com/library/filing-order as with a specific link to the newly filed document,
and will send an e-mail on the same date as this filing to all PIM Members and all state utility
regulatory commissions in the PJM Region'#” alerting them that this filing has been made by
PJM and is available by following such link. 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. Also, a copy of this filing will be available on the Commission’s
eLibrary website located at the following link: http://www.ferc.gov/docs-filing/elibrary.asp
in accordance with the Commission’s regulations and Order No. 714,148

VIII. CORRESPONDENCE AND COMMUNICATIONS

All service of pleadings, orders, correspondence, and communications regarding this
filing should be made to the following persons, and their names and addresses placed on the

official service list for this docket.!#’
Chris Sternhagen Joseph C. Hall
Alicia Rigler Roxane E. Maywalt
Mid-Atlantic Offshore Development, LLC ~ Alex Goldberg
15445 Innovation Drive Eversheds-Sutherland (US), LLC
San Diego, CA 92128 700 Sixth Street, N.W.
Phone: (858) 521-3552 Suite 700
Chris.Sternhagen@edf-re.com Washington, D.C. 20001
Alicia.Rigler@edf-re.com Phone: (202) 383-0100

joehall@eversheds-sutherland.com
roxanemaywalt@eversheds-sutherland.com
alexgoldberg@eversheds-sutherland.com

146 See 18 C.F.R. §§ 35.2(e), 385.2010(H)(3).

147 PJM already maintains, updates, and regularly uses e-mail lists for all PJM members and affected state
commissions.

148 See Order No. 714.

14 MAOD requests waiver of Rule 2010 of the Commission’s Rules of Practice and Procedure, 18 C.F.R. §
385.2010, to permit more than two representatives to be included on the official service list for this docket.
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IX.

CONTENTS OF THIS FILING

As required by section 35.13(b)(1) of the Commission’s regulations,'>* MAOD
submits the following are included in this filing:

1.

2.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

This transmittal letter;

Exhibit No. MAOD-1: Direct Testimony of Christopher Sternhagen;

. Exhibit No. MAOD-2: Maps of Larrabee Tri-Collector Solution and of the

Project, and a schematic of the Project [Public and Non-Public (CUI/CEII)

versions];

Exhibit No.
. Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.

Exhibit No.

MAOD-3

MAOD-4:

MAOD-5:

MAOD-6:

MAOD-7:

MAOD-8:

MAOD-9:

: October 26, 2022, NJBPU Order;

PJM Rate Schedule 49, Amended SAA Agreement;
PJM 2022 RTEP Report (March 1, 2023);

PJM Reliability Analysis Report (Nov. 4, 2022 version);
PJM Summary Report (Nov. 15, 2022);

PJM May 9, 2023 TEAC Presentation;

PIM-MAOD DEA;

MAOD-10: June 29, 2023, NJBPU Order;

MAOD-1

1: PJM July 2023 White Paper;

MAOD-12: March 20, 2024, NJBPU Order;

MAQOD-13: PJM February 2024 White Paper;

MAOD-14: PJIM March 12, 2024, Letter;

MAOD-15: November 17, 2023, NJBPU Order;

MAQOD-16: Direct Testimony of Joshua C. Nowak;

MAQOD-17: Return on Equity Exhibits;

MAOQOD-18: Direct Testimony of Larry E. Kennedy;

150 18 C.F.R. § 35.13(b)(1).
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20. Exhibit No. MAOD-19: Summary of Average Service Life Estimates of Peer
Electric Transmission Plant;

21. Exhibit No. MAOD-20: Summary of Proposed Electric Transmission
Depreciation Rates;

22. Exhibit No. MAOD-21: Direct Testimony of William (“Bill”) R. Davis;
23. Exhibit No. MAOD-22: MAOD ATRR Statement (Att. H-35);
24. Exhibit No. MAOD-23: MAOD Formula Rate Templates (Att. H-35A);
25. Exhibit No. MAOD-24: MAOD Formula Rate Protocols (Att. H-35B);
26. Workpapers of William (“Bill”) R. Davis;
27. Exhibit No. MAOD-25: Attestation pursuant to section 35.13(d)(6);
28. Exhibit No. MAOD-26: Form of Protective Agreement.

X. CONCLUSION

For the reasons set forth above, MAOD respectfully requests that the Commission
accept for filing the proposed Formula Rate filed herewith to be effective as of September
21, 2024, which is sixty-one (61) days after the date of this filing. MAOD also respectfully
requests that the Commission issue an order extending MAOD’s transmission rate incentive
treatments to the Interconnection Work and to future NJBPU and RTEP-approved expansions
of the Project.

Respectfully submitted,

/s/Joseph C. Hall

Joseph C. Hall

Roxane E. Maywalt

Alex Goldberg

Eversheds-Sutherland (US), LLC

700 Sixth Street, N.W.

Suite 700

Washington, D.C. 20001

Phone: (202) 383-0100
joehall@eversheds-sutherland.com
roxanemaywalt@eversheds-sutherland.com
alexgoldberg@eversheds-sutherland.com
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Exhibit No. MAOD-1

UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Mid-Atlantic Offshore ) Docket No. ER24-___-000
Development, LL.C )
DIRECT TESTIMONY OF

CHRISTOPHER STERNHAGEN

INTRODUCTION AND EXPERIENCE

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Christopher Sternhagen. My business address is 15445 Innovation Dr., San
Diego, CA 92128.

WITH WHAT ENTITY ARE YOU EMPLOYED AND IN WHAT POSITION?

I am employed by EDF-Renewables, which is an indirect owner of Mid-Atlantic Offshore
Development, LLC (“MAOD” or “Company”). My title is Director — MAOD Development.
ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am testifying on behalf of MAOD.

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND,
PROFESSIONAL QUALIFICATIONS, AND BUSINESS EXPERIENCE.

I have a Bachelor of Science in Electrical Engineering Technology from South Dakota
State University. I have over fifteen years of experience in utility scale renewable project
development, having led the development of more than 2.5 gigawatts (“GW”) of operating

electricity generating assets and more than 4 GW of pipeline project assets.
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WHAT ARE YOUR PRINCIPAL AREAS OF RESPONSIBILITY?

I'am responsible for oversight and execution of MAOD’s functions including development,
technical, commercial, finance, and regulatory. I manage the governance processes
required for MAOD to execute project development. In this capacity, I lead and coordinate
MAOD’s project development activities and commercial work streams.

HAVE YOU PREVIOUSLY FILED TESTIMONY BEFORE A REGULATORY
BODY?

I have testified before the North Dakota Public Service Commission on multiple occasions
in support of applications for Certificates of Site Compatibility. Additionally, I have
supported numerous Certificate of Need and Large Wind Energy Conversion System
applications submitted to the Minnesota Public Utilities Commission. In those dockets,

however, I did not provide written direct testimony.

SUMMARY AND PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to:

1. provide an overview of MAOD’s Federal Power Act Section 205 filing in this
proceeding;

2. describe MAOD and its selection by the New Jersey Board of Public Utilities
(“NJBPU”) pursuant to the PJM Interconnection, L.L.C. (“PJM”) Regional
Transmission Expansion Plan (“RTEP”) and State Agreement Approach Process
(“SAA Process”) to construct, finance, own, operate, and maintain a 230/500 kV
transmission substation, related facilities and land for installation of future high

voltage direct current converter stations (the “Project”). As explained below, the
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Project is part of the larger proposed “Larrabee Tri-Collector Solution,” which, in
relevant part, predominantly is a combined MAOD and Jersey Central Power &
Light Company-owned (“JCP&L”) onshore transmission delivery solution selected
by the NJBPU to interconnect New Jersey offshore wind projects to onshore points
of interconnection (“POI”) within the PJM transmission system;

3. describe PJM’s and the NJBPU’s coordinated RTEP and SAA Process to arrive at
the current Project;

4. describe how the Project will be integrated into the existing PJM transmission
system through three interconnections with JCP&L;

5. describe MAOD’s plans for project financing; and

6. describe the Order No. 679! transmission rate incentives previously granted by the

Commission to the Project® and the reasons why those incentives should extend to

' Promoting Transmission Investment through Pricing Reform, “Order No. 679,” FERC Stats. & Regs. q 31,222
(2006), order on reh’g, “Order No. 679-A,” FERC Stats. & Regs. § 31,236, order on reh’g, 119 FERC 9 61,062
(2007).

2 See Mid-Atlantic Offshore Dev., LLC, 186 FERC § 61,116 (2024) (“Incentives Order”). In the Incentives Order, the
Commission granted MAOD the following Order No. 679 incentives for the Project as the Project existed when it
submitted its Petition for Declaratory Order (“PDO”) on September 21, 2023 in Docket No. EL23-101-000: (1)
Regulatory Asset Incentive; (2) Abandoned Plant Incentive; (3) Hypothetical Capital Structure Incentive; and (4) RTO
Participation Incentive. Mid-Atlantic Offshore Development, LLC, “Petition for Declaratory Order of Mid-Atlantic
Offshore Development, LLC for Authorization to Utilize Incentive Rate Treatment and Request for Expedited
Consideration,” Docket No. EL23-101-000 (filed Sep. 21, 2023, supplemented Nov. 22, 2023).



10

11

Exhibit No. MAOD-1
the “Interconnection Work™ (as defined below), as well as other upgrades that have
been or are approved in the future by the NJBPU? and PJM* as a part of the Project.

Q8. WHAT ROLE DOES MAOD HAVE IN THE PROJECT?

A8.  MAOD will construct, finance, own, operate, and maintain the Project.

Q9. WHEN DO YOU ANTICIPATE THE PROJECT WILL GO INTO SERVICE?
A9.  The expected commercial operation date (“COD”) for the Project is December 31, 2027.

Q10. PLEASE PROVIDE A GENERAL TIMELINE FOR THE CONSTRUCTION OF
THE PROJECT.

A10. MAOD anticipates starting construction activities in the fourth quarter of 2025, achieving
substantial completion in the second quarter of 2027, and, as stated above, reaching COD

on December 31, 2027.

3 In the Matter of Declaring Transmission to Support Offshore Wind a Public Policy of the State of New Jersey, “Order
Approving State Agreement Approach Project Scope Modifications and Addressing Scope-Related Cost Estimate
Adjustments,” Docket No. Q020100630 (June 29, 2023), available at
https://nj.gov/bpu/pdf/boardorders/2023/20230629/8B%200RDER%20S A A %20Project%20Scope%20Changes.pdf
(NJBPU order approving MAOD’s change of scope and cost increases for Interconnection Work, Prebuild
Infrastructure study and refinement of cost estimates) (“June 29, 2023, NJBPU Order”). A copy of the June 29, 2023,
NIJBPU Order is attached as Exhibit No. MAOD-10. See also In the Matter of Declaring Transmission to Support
Offshore Wind a Public Policy of the State of New Jersey, “Order on the State Agreement Approach (SAA) — Project
Scope Modifications and Cost Adjustments,” Docket No. Q020100630 (Mar. 20, 2024), available at
https://publicaccess.bpu.state.nj.us/CaseSummary.aspx?case_id=2109468 (then select Document Title 3-20-24-8D)
(NJBPU order approving modified transformer sizing from 450 MVA to 480 MVA and increased cost thereof)
(“March 20, 2024, NJBPU Order”). A copy of the March 20, 2024, NJBPU Order is attached as Exhibit No. MAOD-
12.

4 See PIM Interconnection, L.L.C., “Transmission Expansion Advisory Committee (TEAC) Recommendations to the
PJM Board, PJM Staff White Paper,” at 8, 11 (Feb. 2024), available at https://www.pjm.com/-/media/committees-
groups/committees/teac/2024/20240206/20240206-pjm-teac-board-whitepaper-feburary-2024.ashx (“PJM February
2024 White Paper”) (stating that on February 28, 2024, the PJM Board approved the prebuild extension work (referred
to herein as the Interconnection Work) in PJM project number b3737.22). A copy of the PJM February 2024 White
Paper is attached as Exhibit No. MAOD-13. See also PJM Interconnection, L.L.C., presentation to Transmission
Expansion Advisory Committee (“TEAC”), “Reliability Analysis Update,” at slide 10 (Apr. 2, 2024) (stating the
Amended Scope for b3737.22 as “Increase Sizing of Autotransformers: Increase sizing of four single phase 500/230
kV autotransformers at LCS from 450 MV A to 480 MVA to meet reactive power requirements”).
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Q11. HAS MAOD BEGUN DEVELOPMENT OF THE PROJECT?

All. Absolutely. The projected timeline for procuring certain required equipment is
comparatively short because of exceptionally long lead times associated with the
equipment necessary to construct the Project. MAOD expects to complete procurement of
long lead time items, such as breakers and autotransformers, in the first half of 2024.
MAOQOD also has acquired the land for the Project.

Q12. OTHER THAN YOUR DIRECT TESTIMONY, ARE YOU SPONSORING ANY
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Al2.

EXHIBITS?

Yes. I am including as exhibits to my testimony the following:

1.

10.

11.

12.

13.

14.

Exhibit No.

MAOD-2: Maps of the Larrabee Tri-Collector Solution and of the

Project and a schematic diagram of the Project [CUI/CEII].

Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.
Exhibit No.

Exhibit No.

MAOD-3: October 26, 2022, NJBPU Order.

MAQOD-4: PIM Rate Schedule 49, Amended SAA Agreement.
MAOD-5: PJM 2022 RTEP Report (March 1, 2023).
MAOD-6: PIM Reliability Analysis Report (Nov. 4, 2022 version).
MAQOD-7: PJM Summary Report (Nov. 15, 2022).

MAOD-8: PIM May 9, 2023 TEAC Presentation.

MAOD-9: PIM-MAOD DEA.

MAOD-10: June 29, 2023, NJBPU Order.

MAQOD-11: PJM July 2023 White Paper.

MAOD-12: March 20, 2024, NJBPU Order.

MAQOD-13: PJM February 2024 White Paper.

MAOQOD-14: PJM March 12, 2024 Letter.

MAOD-15: November 17, 2023, NJBPU Order.
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OVERVIEW OF FILING

WHAT IS THE PURPOSE OF THIS FILING?

MAOQOD is seeking Federal Energy Regulatory Commission (“Commission’) acceptance of
a proposed formula rate template and formula rate protocols (collectively, the “Formula
Rate”). The Formula Rate is based on and consistent with previously approved PJM
formula rates and protocols. MAOD has proposed a return on equity (“ROE”), a proxy cost
of debt to be used until construction debt financing is obtained, and depreciation rates for
its Formula Rate. The formula rate template will be used to calculate MAOD’s annual
transmission revenue requirement (“ATRR”); and the protocols will provide the
procedures for stakeholders to review and comment upon (and, if necessary, challenge)
MAOD’s ATRR. MAOD has not proposed cost inputs for its Formula Rate at this time.
In addition, MAOD requests that the Commission confirm that the Order No. 679
transmission incentives granted in the Incentives Order also apply to additional facilities
(the Interconnection Work, described below) that were added to the Project based on the
June 29, 2023, NJBPU Order and subsequently approved by the PJM Board for inclusion
in the RTEP on February 28, 2024.° PJM’s approval of these facilities for inclusion in the
RTEP occurred after MAOD filed its September 21, 2023 Petition for Declaratory Order,
as supplemented on November 22, 2023, in Docket No. EL23-101-000 (“MAOD PDO”).6

Finally, MAOD requests that the Commission confirm that the four granted incentives will

5> See Exhibit No. MAOD-13, PJM February 2024 White Paper, at 8, 11; see also PIM Interconnection, L.L.C. letter
to MAOD, at 1 and Att. B (Mar. 12, 2024) (stating that the PJM Board of Managers approved as part of the PIM
RTEP change in scope of MAOD Project b3737.22 as: “Additional scope includes prebuild extension work, and three
sets of AC collector lines from the LCS to the offshore wind converter station area.” ) (“PJM March 12, 2024, Letter”).
A copy of the PJM March 12, 2024, Letter is attached as Exhibit No. MAOD-14.

¢ See Exhibit No. MAOD-13, PIM February 2024 White Paper, at 8, 11; Exhibit No. MAOD-14, PJM March 12,
2024, Letter at 1, Att. B; see also Incentives Order, at P 2; Exhibit No. MAOD-10, June 29, 2023, NJBPU Order.
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also apply to future changes to the scope of the Project approved by the NJBPU and PJM

in the coordinated SAA Process and RTEP process, as long as those changes are not

inconsistent with the Commission’s basis for granting the original incentives.

WHAT OTHER WITNESSES ARE SUBMITTING TESTIMONY IN SUPPORT
OF THIS FILING?

In addition to my testimony, the following Direct Testimony is being submitted in support

of this filing:

1.

Direct Testimony of Joshua C. Nowak, Vice President, Concentric Energy

Advisors, Inc., supporting MAOD’s proposed 10.76 percent ROE and a proxy cost
of debt to be used in the time period preceding MAOD’s acquisition of construction
debt financing (“Nowak Testimony”) (see Exhibit Nos. MAOD-16 and MAOD-
17);

Direct Testimony of Larry E. Kennedy, Senior Vice President, Concentric Energy

Advisors, Inc., supporting the proposed depreciation rates to be applied in the
development of MAOD’s ATRR (see Exhibit Nos. MAOD-18 through MAOD-
20); and

Direct Testimony of William (“Bill”) R. Davis, Assistant Vice President,

Concentric Energy Advisors, Inc., describing the features of MAOD’s proposed
Formula Rate Template, and explaining why MAOD’s proposal is just and
reasonable. In addition, Mr. Davis’s testimony describes MAOD’s proposed
Formula Rate Protocols, which set out the procedures for populating and updating
MAOD’s Formula Rate Template similar to other protocols filed and accepted by

the Commission (see Exhibit Nos. MAOD-21 through MAOD-24).
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DESCRIPTION OF THE COMPANY

PLEASE DESCRIBE MAOD.
MAOD is a non-incumbent transmission developer whose only business is to develop,
construct, own, operate, and maintain transmission facilities in the regional transmission
organization (“RTO”) area operated by PIM. MAOQOD is a Delaware limited liability
company that is a joint venture between EDF-RE Offshore Development, LLC (“EDFR”)
and Shell New Energies US, LLC (“Shell New Energies”). EDFR and Shell New Energies
each own a 50 percent interest in MAOD.

EDFR’s ultimate parent is Electricité de France S.A., one of the world’s largest
electricity generators. Shell New Energies is an affiliate of Shell Oil Company US, which
is a subsidiary of Shell plc.

WHAT ARE THE BENEFITS OF MAOD AS A TRANSMISSION-ONLY
COMPANY FOCUSED ON THE PROJECT?

MAQOD is a transmission-only company (i.e., a “Transco”). MAOD is focused on
developing the Project in a cost-effective manner and owning, operating, and maintaining
the Project when it goes into commercial operation. The Project was selected through the
NJBPU’s and PJM’s closely coordinated SAA Process (as described below) and has been
approved by PJM as a baseline reliability project pursuant to the RTEP. MAOD has the
ability to structure and separately finance the Project with appropriate resources for a

project of this risk profile.
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V. THE PROJECT AND THE NJBPU / PJM SAA PROCESS

Q17. PLEASE GENERALLY DESCRIBE THE BACKGROUND OF THE PJM RTEP
AND SAA PROCESSES.

Al7. Pursuant to its RTEP, PJM determines a plan to enhance and expand the transmission

system in the PJM region to meet demand for firm transmission service and support

7

competition. Among other things, PJM’s RTEP identifies needed transmission

enhancements five years into the future, and project enhancements likely to be needed over
the next fifteen years.® The PJM Operating Agreement (“OA”) outlines PJM’s “baseline”

reliability analysis, stating:

This Regional Transmission Expansion Planning Protocol shall govern the
process by which the Members shall rely upon the [PJM] Office of
Interconnection to prepare a plan for the enhancement and expansion of the
Transmission Facilities in order to meet the demands for firm transmission
service, and to support competition, in the PIM 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.’

skeksk

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.'°

7 See PIM OA, Schedule 6, § 1.1.

8 PJM Manual 14B, PJM Region Transmission Planning Process § 2.1.2, at p. 32 (Rev. 55 effective December 20,
2023), available at https://www.pjm.com/-/media/documents/manuals/m14b.ashx (hereinafter cited as “PJM Manual
14B”); see also “Regional Transmission Expansion Planning,” PJM Learning Center website, Three Priorities, Planning
for the Future, at https://learn.pjm.com/three- priorities/planning-for-the-future/rtep.

°PJM OA, Schedule 6, § 1.1.
10PJM OA, Schedule 6, § 1.4(a).
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The Regional Transmission Expansion Plan shall reflect, consistent with
the requirements of this Schedule 6, transmission enhancements and
expansions; load forecasts; and capacity forecasts, including expected
generation additions and retirements, demand response, and reductions in
demand from energy efficiency and price responsive demand for at least
the ensuing ten years.'!

PJM has explained that, “[flundamentally, the Baseline reliability analysis underlies all
[RTEP] planning analyses and recommendations.”!?

In 2013, to better accommodate state-specific public policy needs into the RTEP,
PJM established its SAA Process.!> PJM’s SAA Process is a mechanism in the PJM OA'

through which one or more state governmental entities, authorized by their respective

states, individually or jointly, may agree to be solely cost-allocated for a proposed

' PJM OA, Schedule 6, § 1.4(b).

12 PJM Manual 14B, § 2.1, at 30. See also Exhibit No. MAOD-6, PJM, “Reliability Analysis Report, PJIM RTEP —
2021 SAA Proposal Window to Support NJ OSW” (Sep. 19, 2022), https://www.pjm.com/-/media/committees-
groups/committees/teac/2022/20220906/nj-osw-reliabilityanalysis- report-september-final.ashx, revised (Nov. 4,
2022), https://www.pjm.com/-/media/committeesgroups/ committees/teac/2022/20221104-special/informational-
only---njosw-reliability-analysis-report.ashx (“PJM Reliability Analysis Report”), at 9, 11, which states, in pertinent
part:

The annual RTEP process consists of a baseline reliability review, analysis to identify the
transmission needs associated with both generation interconnection and merchant transmission,
review of conditions experienced in real time operations, inter-regional reliability analysis, and
many other special studies. The RTEP incorporates the unique needs identified by in-depth thermal,
stability, short circuit, and voltage reliability analysis. ...

The RTEP assesses the needs of the system, at peak load for year one, two, three[,] four and year 5
in the near term and over the longer term (up to 15 years) to identify baseline transmission
enhancements that require more time to implement. ... [PJM’s assessment] establish[es] a starting
point or ‘baseline’ from which the need and responsibility for enhancements can be determined.

13 See PJM Interconnection, L.L.C., 142 FERC 9 61,214, P 142 (2013), order on reh’g and compliance, 147 FERC 9
61,128 (2014), order on reh’g and compliance, 150 FERC 9§ 61,038, order on reh’g and compliance, 151 FERC §
61,250 (2015); PJM OA, Schedule 6, §§ 1.5, 1.5.9; see also PJM Interconnection, L.L.C., Intra-PJM Tariffs, Open
Access Transmission Tariff (“Tariff”), Schedule 12, § (b)(xii)(B) (“Public Policy Projects”), and Schedule 12 —
Appendix C (“State Agreement Public Policy Projects Constructed Pursuant to the State Agreement Approach”).

14 PIM OA, Schedule 6, § 1.5.9.

10
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transmission expansion or enhancement that addresses state public policy requirements. '
Under the SAA Process, a proposed transmission expansion or enhancement that addresses
state public policy requirements may be included in PJM’s RTEP, as either a Supplemental
Project or a state public policy project.'® Thus, the SAA allows PJM’s RTEP process to
incorporate a request from one or more states for PJM to develop or to review
transmission facilities that would assist the states in implementing their public policy goals,
such as facilitating the development of offshore wind generation.!”

Importantly, SAA transmission expansions or enhancements may not be selected

18

in the RTEP for purposes of regional cost allocation.'® All costs related to a state

public policy project or a project identified pursuant to the SAA are to be recovered from
customers in the state or group of states that agree to be responsible for the project.! In
this case, this means that all costs associated with the Project will be recovered from New

Jersey ratepayers.

15 See PJM, 142 FERC q 61,214, at P 142 (“PJM’s State Agreement Approach supplements, but does not conflict or
otherwise replace, PJM’s process to consider transmission needs driven by public policy requirements as required by
Order No. 1000 ...”).

16 PJM OA, Schedule 6, § 1.5.9(a); PJM Manual 14B, § 2.1 (in pertinent part, stating: “PJM’s annual 15-year planning
review now yields a regional plan that encompasses the following: ... Public Policy Requirements [sic] based
elements via State Agreement Approach”). See also PJM Interconnection, L.L.C., 179 FERC 9 61,024, P 2, reh’g
denied, 179 FERC Y 62,131 (2022).

17 See PJM Interconnection, L.L.C., “New Jersey State Agreement Approach Agreement, Rate Schedule FERC No.
49,” Docket No. ER22-902-000, Transmittal Letter, at 1-2 (filed Jan. 27, 2022) (“PJM Jan. 2022 Filing”).

18 PJM, 147 FERC 9 61,128, at P 92 (emphasis added); PJM, 179 FERC 61,024, at P 2 (emphasis added).

19 PIM OA, Schedule 6, § 1.5.9(a). See also PJM, 147 FERC 61,128, at P 92; PJM, 179 FERC 4 61,024, atP 2. In
its June 17,2021, policy statement, FERC encouraged arrangements that allow for voluntary agreements such as those
permitted by PJM’s State Agreement Approach. See State Voluntary Agreements to Plan & Pay for Transmission
Facilities, Policy Statement, 175 FERC 4 61,225 (2021).

11
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Q18. HOW HAS NEW JERSEY USED COMPETITIVE SOLICITATIONS AND THE

PJM SAA PROCESS TO IDENTIFY TRANSMISSION SOLUTIONS FOR
OFFSHORE WIND GENERATION?

Al18. On January 31, 2018, New Jersey Governor Philip Murphy signed Executive Order 8,
which directed the NJBPU to fully implement the New Jersey legislature’s August 19, 2010
Offshore Wind Economic Development Act*! and “begin the process of moving the State
toward a goal of 3,500 MW of [offshore wind] by 2030.”*2 On November 19, 2019,
Governor Murphy more than doubled the state’s offshore wind goal “to promote and realize
the development of wind energy off the coast of New Jersey to meet a goal of 7,500
megawatts of offshore wind energy generation by the year 2035.”* In January 2020,
through various initiatives promulgated by different New Jersey administrative agencies,
Governor Murphy implemented New Jersey’s “Energy Master Plan” to expand the state’s
transmission system to accommodate New Jersey’s proposed buildout of 7,500 MW of

offshore wind generation by 2035.24

20 New Jersey Gov. Philip D. Murphy, Exec. Order No. 8, “An Order Mandating the BPU, the DEP, and Any Other
New Jersey State Agency with Responsibilities Arising under the Offshore Wind Economic Development Act to Take
all Necessary Actions to Implement the Act” (Jan. 31, 2018), 50 N.J.R. 887(a) (Feb. 20, 2018).

21 See N.J.S.A. 48:3-87 et seq. The Offshore Wind Economic Development Act defined the Offshore Wind Renewable
Energy Certificate (“OREC”) (see N.J.A.C. 14:8-6.1) and directed the NJBPU to establish an OREC program to support at
least 3,500 MW of offshore wind generation by 2035. See id.

22 Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 10 (citing Exec. Order No. 8; remainder of footnote omitted).

2 Id. (quoting New Jersey Gov. Philip D. Murphy Exec. Order No. 92, “An Order Rescinding Paragraph 1 of Executive
Order No. 8” (Nov. 19, 2019), 51 N.J.R. 1817(b) (Dec. 16, 2019)).

24 Gtate of New Jersey, 2019 Energy Master Plan, Pathway to 2050 (2019), available at
https://nj.gov/emp/docs/pdf/2020 NJBPU_EMP.pdf. Governor Murphy recently expanded New Jersey’s offshore
wind generation goal to be 11,000 MW by 2040. See New Jersey Gov. Philip D. Murphy, Exec. Order No. 307, “An
Order Increasing Offshore Wind Goals to 11,000 MW by 2040,” at 6 (Sep. 21, 2022), 54 N.J.R. 1945(a) (Oct. 17,
2022).

12
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On November 18, 2020, through an order issued by the NJBPU, New Jersey
became the first state to request that PJM, pursuant to the SAA Process, open a competitive
bidding process to solicit transmission proposals to expand the state’s transmission system
to satisfy New Jersey’s offshore wind goals.”> As a consequence of the NJBPU’s order,
on December 18, 2020, in Docket No. ER21-689-000, PJM filed with FERC a study
agreement to implement the NJBPU’s requested competitive solicitation (“PJM-NJBPU
SAA Study Agreement”).?

PLEASE DESCRIBE THE PJM-NJBPU SAA STUDY AGREEMENT.

On February 16, 2021, the Commission accepted the PJM-NJBPU SAA Study
Agreement.”’ The PJM-NJBPU SAA Study Agreement established that facilities identified
as part of the NJBPU’s SAA process would be included in PJM’s 2020-2021 RTEP cycle
and used by PJM as inputs in the development of the RTEP and generation interconnection
studies.?® The PJIM-NJBPU SAA Study Agreement specifies that: (1) PJM will perform
planning studies to identify system improvements to interconnect and provide for the
deliverability of New Jersey’s planned offshore wind generation at specific POI to the
transmission system; and (2) PJIM will open a competitive proposal window to solicit

transmission solutions for the deliverability of New Jersey’s planned offshore wind

25 See In the Matter of Offshore Wind Transmission, Order, NJBPU Docket No. Q020100630, at 7 (Nov. 18, 2020);
see also State of New Jersey, 2019 Energy Master Plan, Pathway to 2050 (2019), available at
https://nj.gov/emp/docs/pdf/2020 NJBPU_EMP.pdf; Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 10-11.

26 See PJM Interconnection, L.L.C., “New Jersey State Agreement Approach Study Agreement, SA No. 5890,” Docket
No. ER21-689-000, at 3, 7 (filed Dec. 18, 2020) (“PJM Dec. 2020 Filing”).

27 PJM Interconnection, L.L.C., 174 FERC q 61,090 (2021) (“SAA Study Agreement Order”); PIM Service
Agreements Tariff, PJIM SA No. 5890, PJM SA No. 5890 among PJM and NJBPU (0.0.0) (“PJM-NJBPU SAA Study
Agreement”); see also PJM, 179 FERC 9 61,024, at P 4.

28 See PJIM Jan. 2022 Filing, at 10 (citing PJM Dec. 2020 Filing).
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generation.” When accepting the PJIM-NJBPU SAA Study Agreement, the Commission
explained that the agreement “memorializes the [NJBPU’s] formal request that PJM
incorporate New Jersey’s public policy of deploying 7,500 MW of offshore wind
generation by 2035 via the [SAA Process] and provides transparency to stakeholders
regarding the process milestones and inclusion of [NJBPU’s] requested transmission in the
2020-2021 RTEP cycle.”*°

PLEASE DESCRIBE THE PJM COMPETITIVE SOLICITATION WINDOW.

On April 15,2021, PJM opened a window to solicit transmission proposals consistent with

the PIM-NJBPU SAA Study Agreement. This solicitation sought transmission solutions

to interconnect 7,500 MW of offshore wind generation off the coast of New Jersey by

2035.>" The solicitation requested three general categories of proposals (called “Options”).

e Option 1 proposals were to focus on upgrades to existing onshore facilities

(Option la) or the construction of new onshore facilities (Option 1b) to
accommodate the delivery of offshore wind generation to onshore POI.

e Option 2 proposals were to focus on potential extension of the New Jersey

transmission system offshore, including, among other things, potential high

voltage direct current (“HVDC”) circuits that could accommodate delivery from

offshore wind generation and then deliver power to identified onshore

2 SAA Study Agreement Order, 174 FERC 4 61,090, at P 12.
30 1d at P 13.

3 PJM RTEP — 2021 SAA Proposal Window To Support NJ OSW, at 1 (Apr. 15, 2021), available at
https://www.pjm.com/planning/competitive-planning-process, Closed Windows 2021, 2021 SAA Proposal Window

to Support NJ OSW, zip file “Without Analytical Files V9, non-CEIIl update 9.24.2021,” file named “Option la
Problem Statement For 2021 SAA Window to Support NJ OSW.”  See also PJM, 179 FERC 461,024, at P 5; Exhibit
No. MAOD-3, NJBPU Oct. 2022 Order, at 10, 20.
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delivery points.
¢ Option 3 proposals were to focus on offshore “backbone” transmission solutions
that would deliver to potential Option 2 solutions, which, in turn, would deliver
power to onshore delivery points.*?
The PJM solicitation window closed on September 17, 2021.3>  On September 17, 2021,
MAOD submitted three related proposals to the solicitation process.

Q21. WHAT WAS THE RESULT OF THE SOLICITATION PROCESS?

A21. A total of eighty proposals, including MAOD’s proposals, were submitted to PJM during
the competitive solicitation window. MAOD submitted three Option 2 proposals to
develop HVDC circuits to accommodate delivery of power from multiple offshore
generation facilities to a common substation utilizing a common right of way. Among
other potential benefits, MAOD’s Option 2 proposals were designed to maximize cost
efficiencies and to limit the environmental impacts of constructing transmission facilities
to bring offshore wind generation onshore. MAOD’s Option 2 proposals included plans to
sequence increasing levels of onshore delivery of offshore wind generation. One of these
Option 2 Proposals (MAOD Proposal 551) included MAOD’s proposed new 230/500 kV

substation at Larrabee, which was designed to serve as the common alternating current

32 Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 42-54. See also See PJM Interconnection, L.L.C., “Amended
and Restated New Jersey State Agreement Approach Agreement, Rate Schedule FERC No. 49,” Docket No. ER23-
775-000 (filed Jan. 5, 2023) (hereinafter “PJM Rate Sched. 49 Amended SAA Agreement”), at App. A — NJBPU
Offshore Wind Solicitation Schedule. A copy of the PJM Rate Sched. 49, Amended SAA Agreement is provided as
Exhibit No. MAOD-4.

3 See PIM website at https://www.pim.com/planning/competitive-planning-process, Closed Windows 2021, 2021
SAA Proposal Window to Support NJ OSW (showing competitive window “close 9.17.2021”); see also PJM, 179
FERC 961,024, at P 5.
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(“AC”) injection point for offshore wind generation facilities at existing points in the
JCP&L transmission system.>*

Specifically, MAOD’s Option 2 proposals complimented the Option 1 proposals
submitted by JCP&L to allow the MAOD Option 2 facilities to serve as a common injection
point for offshore wind generation to the existing JCP&L transmission system at three
existing substations:

o JCP&L’s Smithburg 500 kV substation in Freehold Township, Monmouth
County, New Jersey (“JCP&L Smithburg Substation™);

o JCP&L'’s Larrabee Substation in Howell Township, Monmouth County, New
Jersey (“JCP&L Larrabee Substation™); and

o JCP&L’s Atlantic 230 kV substation in Colts Neck Township, Monmouth
County, New Jersey (“JCP&L Atlantic Substation™).

These three substations are currently subject to PIM’s operational control and planning
under the PJM Tariff.

Q22. PLEASE DESCRIBE THE PJM-NJBPU SAA AGREEMENT.

A22. On January 27, 2022, pursuant to the PJM OA, Schedule 6, section 1.5.9, PJM filed an
executed State Agreement Approach Agreement between PJM and NJBPU, designated as

PJM Rate Schedule FERC No. 49 (“SAA Agreement”).’>  The SAA Agreement

34 Specifically, JCP&L submitted several Option 1 proposals to upgrade and to construct onshore facilities. In
particular, JCP&L submitted Option 1a (Proposal 17) and Option 1b (Proposal 453) proposals to, among other things,
upgrade existing facilities and increase capacity at (and around) potential points of interconnection at the JCP&L
Smithburg Substation, JCP&L Larrabee Substation, and JCP&L Atlantic Substation, which would allow for
interconnection of the Larrabee Collector Station to the transmission system. PJM has posted summaries of MAOD’s
Proposal 551 and JCP&L’s Proposals 17 and 453 at the following links: https://www.pjm.com/planning/competitive-
planning-process/redacted-proposals, and
https://www.pjm.com/-/media/committees-groups/committees/teac/2022/20221104-special/informational-only---
njosw-map-book.ashx. See also Exhibit No. MAOD-4, PJM Rate Sched. 49, Amended SAA Agreement, at App. C.

35 See PJM Jan. 2022 Filing; see also Exhibit No. MAOD-4, PJIM Rate Sched. 49, Amended SAA Agreement.
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established processes for the review and selection of specific transmission projects
submitted to New Jersey’s offshore wind competitive solicitation for review.’® FERC
accepted the SAA Agreement, effective April 15, 2022.37

The SAA Agreement required PJM to review submissions into the solicitation and
to develop recommendations for potential winning bidders through its RTEP.®

The SAA Agreement also provided that the NJBPU subsequently would decide
whether to sponsor one or more of PJM’s recommended transmission projects.>® The SAA
Agreement obligates NJBPU to provide notice to PJM for any projects that NJBPU decides
to sponsor (“SAA Project”), as well as to submit to the PJM Transmission Owners
Agreement Administrative Committee (“TOA-AC”) a proposed allocation of SAA Project
costs to New Jersey customers for the TOA-AC’s consideration and filing with FERC.*
Following the NJBPU’s notification to PJM of the NJBPU’s selection and sponsorship of
an SAA Project, PIM follows its RTEP process under PJIM OA, Schedule 6, sections 1.5.8
and 1.5.9 to determine the specific “designated entity” (such as MAOD, as described
below) to construct, own, operate, and maintain the SAA Project.*!

Further, the SAA Agreement provides that PJM will “track the construction

progress of the SAA Project consistent with the development schedule and construction

3 PJM, 179 FERC 9 61,024, at P 6.

37 See id. at PP 1, 40, ordering paragraph.
38 Id. at PP 6-7.

¥d.

40 Id. (citing SAA Agreement §§ 5.1, 5.4).
41 Id. at P 8 (footnote omitted); see also SAA Agreement, §§ 4.1, 4.2.
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milestones detailed in a designated entity agreement.”** PJM also is required to provide
construction progress reports to the NJBPU on a quarterly basis.*’

In August 2022, PJM filed additional tariff revisions to incorporate a new Schedule
12 — Appendix C, setting forth provisions for “State Agreement Public Policy Projects
Constructed Pursuant to the State Agreement Approach.”* The new Schedule 12 —
Appendix C* assigns cost responsibility for projects selected pursuant to the SAA for
inclusion in the PIM RTEP in accordance with the PJM OA*® and PIM Tariff.*’

PLEASE DISCUSS PJM’S REVIEW OF THE SUBMISSIONS UNDER THE
COMPETITIVE SOLICITATION AND NJBPU’S AWARD TO MAOD.

PJM’s review of the eighty project proposals submitted into the PJM and NJBPU
competitive solicitation window was documented in six reports provided to PJM
stakeholders, which described the scope of the reliability, economic, financial, and

constructability parameters PJM considered.*® PJM reviewed these eighty projects for

42 PJM, 179 FERC 61,024, at P 8.

B

4 See PJM Interconnection, L.L.C., “Proposed Schedule 12 — Appendix C to the PJM Interconnection, L.L.C. Open
Access Transmission Tariff,” Docket No. ER22-2690-000 (filed Aug. 19, 2022) (“PJM Tariff Schedule 12 — Appendix
CFiling”); PJM Interconnection, L.L.C., 181 FERC 461,178 (2022) (order accepting PJM’s Tariff revisions in Docket
No. ER22-2690-000).

45 PJM Tariff Schedule 12 — Appendix C Filing, Transmittal Letter at 2.
4 PJM OA, Schedule 6, § 1.5.9.
47 PJM Tariff Schedule 12, § (b)(xii)(B).

48 These six reports are:
(1) Exhibit No. MAOD-6, PJM Reliability Analysis Report;
(2) PJM, “Financial Analysis Report, 2021 SAA Proposal Window to Support NJ OSW” (Sep. 19, 2022),

https://www.pjm.com/-/media/committees-groups/committees/teac/2022/20220906/nj-osw-financial-
analysis- report-september-final.ashx;

(3) PIM, “Economic Analysis Report, PJM RTEP — 2021 SAA Proposal Window to Support NJ OSW” (Sep.

19, 2022), https://www.pjm.com/-/media/committees-groups/committees/teac/2022/20220906/nj-0sw-
economic- analysis-report-september-final.ashx;
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purposes of reliability and congestion relief for potential inclusion in the RTEP.** The
coordinated review process implemented by PJM and the NJBPU identified fifty-two
projects as potential new public policy baseline projects for the NJBPU to contemplate for
its selection, three of which were MAOD’s Option 2 proposals (including Proposal 551).%°
Four “finalists” were identified and ultimately selected by the NJBPU. In relevant part,
MAOD’s Proposal 551 was such a finalist and studied as “Scenario 18a” by PJM.>!

DID NJBPU SELECT THE LARRABEE TRI-COLLECTOR SOLUTION (AND
THE PROJECT)?

Yes. On October 26, 2022, consistent with the SAA Agreement, the NJBPU combined
aspects of MAOD’s Proposal 551, JCP&L’s Proposal 17, and JCP&L’s Proposal 453 as

the major components of what the NJBPU defined as the “Larrabee Tri-Collector

(4)

©)

(6)

PJM, “Constructability Report: Option la Proposals, 2021 SAA Proposal Window to Support NJ OSW”
(Sep. 19, 2022), https://www.pjm.com/-/media/committees-groups/committees/teac/2022/20220906/nj-osw-
constructability-reports-for-option-1a-proposals-september-final.ashx;

PIM, “Constructability Report: Option 1b Proposals, 2021 SAA Proposal Window to Support NJ OSW”
(Sep. 19,2022), https://www.pjm.com/-/media/committees-groups/committees/teac/2022/20220906/nj-osw-
constructability-reports-for-option-1b-proposals-september-final.ashx:

PJM, “Constructability Report: Option 2 & 3 Proposals, 2021 SAA Proposal Window to Support NJ OSW”

(Sep. 19,2022), https://www.pjm.com/-/media/committees-groups/committees/teac/2022/20220906/nj-osw-
constructability-report-for-option-2-and-3-proposals-september-final.ashx.

4 See Exhibit No. MAOD-6, PJM Reliability Analysis Report, at4-7, 9-11,20-23. See also PJM Baseline Reliability
Assessment, 2022-2037 Period, at 14-15, 70, 110-117 (Mar. 1, 2023), (“PJM 2022 RTEP Report™), available at
https://www.pjm.com/-/media/planning/rtep-dev/baseline-reports/2022-rtep-baseline-assessment.ashx. A copy of the
PIJM 2022 RTEP Report is provided as Exhibit No. MAOD-5.

50 See Exhibit No. MAOD-6, PJIM Reliability Analysis Report, at 5-6, 20-21, 46-47 (discussing MAOD Proposal 551
as part of “finalist” Scenario 18a).

SUPJM, “Summary Report for the NJBPU Selected Project, 2021 SAA Proposal Window to Support NJ OSW,” at 4-
5, 8, 14-18 (Nov. 15, 2022), https://www.pjm.com/-/media/committees-groups/committees/teac/2022/20221104-
special/nj-osw-saa-summary-report.ashx (“PJM Summary Report”). The PJM Summary Report is provided as Exhibit
No. MAOD-7.
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Solution,” which the NJPBU then selected as its preferred transmission solution to
accommodate delivery of New Jersey offshore wind generation.>
Specifically, to create the Larrabee Tri-Collector Solution, the NJBPU combined:
(1) the onshore 230/500kV substation portions of MAOD’s Proposal 551, with (2) the
Option 1a component of JCP&L Proposal 17 and Option 1b component of JCP&L Proposal
453 to upgrade existing facilities and to construct new collector facilities to increase
transmission capacity into and around the JCP&L Smithburg Substation, the JCP&L
Larrabee Substation, and the JCP&L Atlantic Substation. These core facilities of the
Larrabee Tri-Collector Solution are supported by other onshore upgrades and facilities
around the JCP&L service territory and central New Jersey to be constructed by Atlantic
City Electric Company, Baltimore Gas and Electric Company, LS Power Grid Mid-
Atlantic, LLC, PECO Energy Company, Public Service Electric & Gas Company, and
Transource Energy, LLC.>
The aggregate set of combined transmission facilities composing the Larrabee Tri-
Collector Solution allows offshore wind power injected at the Larrabee Collector Station
to be transmitted to the JCP&L Smithburg Substation, the JCP&L Larrabee Substation,
and the JCP&L Atlantic Substation, and then flowed to the surrounding transmission

system.

32 Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 59-60. The NJBPU also selected other proposals from among
the 52 recommended by PJM following its RTEP analyses. See id. at 2, 64.

33 See Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 64, App. A. At least a portion of those Option 1a projects
include facilities at the Pennsylvania-Maryland border. See id. See also Exhibit No. MAOD-5, PJM 2022 RTEP
Report, at 110-117.
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Exhibit No. MAOD-1
When selecting the Larrabee Tri-Collector Solution, the NJBPU explained that the
Larrabee Tri-Collector Solution “best meet[s] the goals of the SAA and will result in a

more efficient and cost-effective means of meeting the State’s [offshore wind] goals at this

9954

time.... The NJBPU explained that when compared to other “baseline” alternatives

considered by the NJBPU, “analysis reveals the Larrabee Tri-Collector Solution features
benefits across the stated SAA evaluation criteria, and is the strongest ... single corridor
solution when compared to [other proposals].”® With respect to the Project, the NJBPU
stated:

The predominant portion of the Larrabee Tri-Collector Solution is a new
substation adjacent to the existing JCP&L Larrabee substation (the
“Larrabee Collector Station”). MAQOD proposes to construct the AC
portion of the new Larrabee Collector Station to accommodate three future
HVDC circuits. The proposal also includes sufficient land for the future
installation of up to four DC converter stations.... The HVDC cables
delivering the output of future [offshore wind] generators will interconnect
at this new Larrabee Collector Station.>®

With respect to the JCP&L facilities, the NJBPU stated:

The [Larrabee Tri-Collector Solution] includes a ‘tri-collector’ that
distributes up to 4,890 MW from the Larrabee Collector Station to three
existing POI on PJM’s grid (the Smithburg 500 kV substation
(“Smithburg”), the Larrabee 230 kV substation (“Larrabee”), and the
Atlantic 230 kV substation (“Atlantic”)), utilizing JCP&L’s existing
transmission [Rights of Way (“ROWs”)]. To provide a complete [onshore
delivery] solution, [NJBPU] Staff recommends that the [NJBPU] select
MAOD’s Larrabee Collector Station in combination with JCP&L’s tri-
collector proposal.’’

3 Exhibit No. MAOD-3, NJBPU Oct. 2022 Order, at 59.
3 Id. at 59-60.
36 Id. at 60.

1.
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The NJBPU explained that the combination of MAOD’s proposal and JCP&L’s
proposals “leverages JCP&L’s existing ROWs to create a single point for connecting
[offshore wind] projects and maximizes use of available headroom at existing POIs, while
offering a single corridor solution preferred by [NJBPU] Staff.”8
Finally, the NJBPU explained that the use of its competitive and SAA processes
will result in approximately $900 million in savings for New Jersey ratepayers.”® These
savings comprise two elements: (1) the Larrabee Tri-Collector Solution costs $630 million
less than other potential baseline upgrades evaluated under the 2020-2021 RTEP that may
otherwise be constructed to interconnect New Jersey offshore wind; and (2) the selection
of the Larrabee Tri-Collector Solution reduces the amount of cabling necessary to deliver
the offshore wind energy to the onshore delivery points, resulting in an additional $288
million in potential savings compared to other modeled scenarios evaluated in PJM’s
baseline assessment.®” The NJBPU also explained that offshore wind generators will
benefit greatly from the Larrabee Tri-Collector Solution because it minimizes cost and
delay uncertainty for transmitting power onshore, thereby encouraging development of
their offshore wind generation projects.®!
Per the NJBPU October 2022 Order, the Larrabee Tri-Collector Solution (and

consequently, the Project) is subject to further modification by order of the NJBPU and/or

38 Id. at 60-61 (emphasis added).
1d. at 61 & n.93.

% Jd. at 61 (footnote omitted).

1 Id. at 61.
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under the PJM RTEP process.®> The NJBPU explained that “[u]pdates to approved PIM
RTEP projects are typical. Allowing for the modification of the [NJBPU] Order in the
future to reflect significant updates will ensure that the specific configuration of the
263

awarded SAA facilities remains optimal and beneficial to ratepayers over time.

HAVE PJM AND THE NJBPU COORDINATED TO INCLUDE THE PROJECT
IN THE RTEP?

Yes. On December 6, 2022, the PJIM Board of Managers (“PJM Board”) approved the
inclusion of the facilities comprising the Larrabee Tri-Collector Solution (including the
Project) as baseline reliability projects for purposes of the 2022 RTEP.%*

On January 5, 2023, PJM filed an executed Amended and Restated State Agreement
Approach Agreement (“Amended SAA Agreement”) between PJM and the NJBPU, which
was revised to include a list of the specific projects selected in PJIM’s 2020-2021 RTEP
and by the NJBPU, including the Project.*> The Project is identified in Appendix C to the
Amended SAA Agreement and identified as RTEP Project No. b3737.22.%  The

Commission accepted the Amended SAA Agreement on March 6, 2023.%7

%2 Id. at 61-62.
03 Id. at 62.

% PJM Board of Managers, Minutes of December 6, 2022 Board Meeting, at 6 (Dec. 6, 2022), available at
https://www.pjm.com/-/media/about-pjm/who-we-are/board-meetings/2022/20221205/20221206-minutes.ashx

(“PIM Board Meeting Minutes”).

85 See PJM Interconnection, L.L.C., “Amended and Restated New Jersey State Agreement Approach Agreement, Rate
Schedule FERC No. 49,” Docket No. ER23-775-000 (filed Jan. 5, 2023) (hereinafter “PJM Rate Sched. 49 Amended
SAA Agreement”). A copy of the PJM Rate Sched. 49, Amended SAA Agreement is provided as Exhibit No. MAOD-

4.

% See Exhibit No. MAOD-4, PJM Rate Sched. 49, Amended SAA Agreement, App. C. See also Exhibit No. MAOD-
5, PIM 2022 RTEP Report, at 70.

87 PJM Interconnection, L.L.C., Docket No. ER23-775-000, unpublished letter order (Mar. 6, 2023).
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Also, on January 5, 2023, PJM filed proposed revisions to its Tariff Schedule 12 —

Appendix A and Schedule 12 — Appendix C to incorporate cost responsibility for sixty-

five baseline upgrades, including fifty-two projects submitted to PJM during the SAA

competitive solicitation window and included within the updated RTEP approved by the
PJM Board on December 6, 2022.%8

HAVE THERE BEEN ANY CHANGES TO THE SCOPE OF MAOD’S PROJECT
AND/OR HAS MAOD BEEN AWARDED ADDITIONAL PROJECTS?

Yes. The Project’s scope has been revised to: (1) include additional facilities referred to
as the Interconnection Work; and (2) resize the autotransformers required for the Project.
MAOD also was requested to perform an additional project, a “Prebuild study,” by the
NJBPU for which MAOD also will seek cost recovery.

PLEASE DESCRIBE THE PREBUILD STUDY.

In mid-2023, the NJBPU requested that MAOD perform a “Prebuild study.” This was a
“desktop” study of “Prebuild Infrastructure” alternatives. Specifically, the NJBPU has been
evaluating different solutions for the civil works necessary to accommodate the generation
tie lines that will connect offshore generation facilities to the Larrabee Tri-Collector
Solution. The aggregate set of civil works starting from the onshore landing point and
stretching on land toward the Larrabee Tri-Collector Solution is referred to by the NJBPU

as the Prebuild Infrastructure. This infrastructure includes, among other things, duct banks

8 See PJM Interconnection, L.L.C., “Revisions to Incorporate Cost Responsibility Assignments for Regional
Transmission Expansion Plan Baseline Upgrades,” Docket No. ER23-779-000, at 1, n.3 (filed Jan. 5, 2023)
(explaining that PJM’s tariff revisions were filed “to incorporate cost responsibility assignments for 65 baseline
upgrades in the recent update to the Regional Transmission Expansion Plan (‘RTEP’) approved by the PJM Board of
Managers (‘PJM Board’) on December 6, 2022.”); PJM Interconnection, L.L.C., Letter Order, Docket No. ER23-779-
000 (unpublished) (issued Apr. 4, 2023); see also PIM Board Meeting Minutes, at 6.
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and access cable vaults. The NJBPU originally sought Prebuild Infrastructure solutions in
its initial 2021 request for proposals (“RFP”) but, after evaluating proposals in that RFP,
deferred consideration of a prebuild-related award to its more recent Third Solicitation for
offshore wind generation. The Third Solicitation was opened in March 2023.% To assist
the NJBPU in its analysis of potential Pre-Build solutions, the NJBPU requested that
MAOD perform the Prebuild Study. The NJBPU subsequently approved the Prebuild
Study as an addition to the Project in the NJBPU June 29, 2023, NJBPU Order.”®

PJM assigned RTEP Project No. b3737.60 to the Prebuild Study.”! Project No.

b3737.60 was recommended by the PJM Transmission Expansion Advisory Committee

8 See In the Matter of the Opening of New Jersey’s Third Solicitation for Offshore Wind Renewable Energy
Certificates (OREC), Order Opening the Application Window for the Third Offshore Wind Solicitation, NJBPU
Docket No. Q022080481 (Mar. 6, 2023), available at
https://www.nj.gov/bpu/pdf/boardorders/2023/20230306/8D%200RDER%200SW%20Third%20Solicitation.pdf.
As explained below, on January 24, 2024, the NJBPU awarded 3,742 MW of offshore wind capacity to the winning
bidders of its Third Solicitation. See In the Matter of the Opening of New Jersey’s Third Solicitation for Offshore
Wind Renewable Energy Certificates (OREC), “Order Approving Attentive Energy Two 1342 MW Project as a
Qualified Offshore Wind Project,” New Jersey Board of Public Utilities Docket No. Q022080481, at 21 (Jan. 24,
2024), available at https://www.nj.gov/bpu/pdf/boardorders/2024/20240124/8 A%200RDER %20Solicitation%203%
20Attentive.pdf; In the Matter of the Opening of New Jersey’s Third Solicitation for Offshore Wind Renewable Energy
Certificates (OREC), “Order Approving Leading Light Wind 2400 MW Project as a Qualified Offshore Wind Project,”
New Jersey Board of Public Utilities Docket No. Q022080481, at 21 (Jan. 24, 2024).

0 See In the Matter of Declaring Transmission to Support Offshore Wind a Public Policy of the State of New Jersey,
“Order Approving State Agreement Approach Project Scope Modifications and Addressing Scope-Related Cost
Estimate Adjustments,” NJBPU Docket No. Q020100630, at 5, 9-10 (Jun. 29, 2023), available at
https://nj.gov/bpu/pdf/boardorders/2023/20230629/8B%200RDER%20S A A%20Project%20Scope%20Changes.pdf
(approving MAOD’s change of scope and cost increases for interconnection work, pre-build infrastructure study and
refinement of cost estimates) (“June 29, 2023, NJBPU Order”). A copy of the June 29, 2023, NJBPU Order is attached
as Exhibit No. MAOD-10.

"I See Exhibit No. MAOD-4, PJM Rate Sched. 49, Amended SAA Agreement, at App. C — Description of SAA
Projects Selected by the NJBPU.
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(“TEAC”) for PJM Board approval during their May 9, 2023 meeting.”> The PJM Board
approved RTEP Project No. b3737.60 at its July 12, 2023 meeting.”
The Third Solicitation closed in August 2023. Based on its review of the Third
Solicitation bids,” in its November 17, 2023 order the NJBPU opened a competitive
process focused exclusively on proposed Prebuild Infrastructure solutions.”” This bidding
process closed on April 3,2024.7° As of the time of this filing, it is MAOD’s understanding
that the NJBPU is in the process of evaluating the April 3, 2024 Prebuild Infrastructure
bids.
Q28. PLEASE DESCRIBE THE INTERCONNECTION WORK.
A28. In the June 29, 2023 Order, the NJBPU determined that it would be more cost effective for
MAOD to construct two sets of facilities that will be located on the Larrabee Collector

Station property: (1) the civil works necessary to connect the Prebuild Infrastructure to the

2 See Exhibit No. MAOD-8, PIM May 9 TEAC Presentation, at 9, 15.

3 See PIM Interconnection, “Transmission Expansion Advisory Committee (TEAC) Recommendations to the PJM
Board, PJM Staff White Paper July 2023,” at 1, 5, 9 (July 2023), available at https://www.pjm.com/-
/media/committees-groups/committees/teac/2023/20230711/2023071 1-pjm-teac-board-whitepaper-july-2023-
public.ashx (“PJM July 2023 White Paper”) (noting that on July 12, 2023, the PJM Board approved, among other
things, changes to previously approved projects in the RTEP, including the scope and cost increases for MAOD’s
State Agreement Approach (SAA) project, as summarized in this white paper). A copy of the PJM July 2023 White
Paper is attached as Exhibit No. MAOD-11. See also PIM Appendix, “July 2023 Board TEAC Review,” line 19
(RTEP Project No. b3737.60) (Jun. 6, 2023), available at https://www.pjm.com/committees-and-
groups/committees/teac under the TEAC Meeting Materials for June 6, 2023 meeting, Excel document name
“Appendix — July 2023 Board TEAC Review.”

74 See In the Matter of the Opening of a Solicitation for a Transmission Infrastructure Project to Support New Jersey s
Offshore Wind Public Policy, “Order Initiating a Prebuild Infrastructure Solution,” NJBPU Docket No. Q023100719
(Nov. 17,2023) (“November 17, 2023, NJBPU Order”). A copy of the NJBPU November 17, 2023 Order is attached
hereto as Exhibit No. MAOD-15. See also In re the Opening of New Jersey’s Third Solicitation for Offshore Wind
Renewable Energy Certificates (OREC), NJBPU Docket No. Q022080481 (Oct. 25, 2023) (“October 25, 2023,
NJBPU Order”).

75 See Exhibit No. MAOD-15, November 17, 2023, NJBPU Order, at 8.
76 See Exhibit No. MAOD-15, November 17, 2023, NJBPU Order, at 8.
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generator’s HVDC converter station areas, and (2) the AC transmission lines interconnecting
the generators’ HVDC converters to the Project’s Larrabee Collector Station.”” These two

sets of facilities are referred to by the NJBPU as the Interconnection Work for the Project.
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This Interconnection Work is comprised of the following:”®

part of a “modification and expansion of MAOD’s designated scope of work.””® The
estimated cost of the Interconnection Work is $23 million.? This Interconnection Work was

reviewed by the TEAC on January 9, 2024%' and approved by the PJM Board on February

The un-energized infrastructure from the end of the Prebuild
Infrastructure to the direct current (“DC”) converter stations
(“Prebuild Extension Work™). More specifically, this work includes
the engineering, procurement, and construction of civil work to
accommodate four (4) HVDC circuits from the Prebuild Point of
Demarcation to each individual generator’s DC converter station area
within the MAOD parcel awarded under the SAA; and

The alternating current (“AC”) collector lines that run from the
generator’s DC converter station area to the Larrabee Collector
Station’s AC interface (“AC Collector Lines Work™). More
specifically, this work includes the engineering, procurement, and
construction of civil works for three (3) separate trenches to
accommodate AC collector lines and three (3) sets of AC collector
lines that will connect each Generator Converter Station Area’s AC
interface to the Larrabee Collector Station. The three (3) sets of AC
collector lines will consist of a total of 12 230 kilovolt (“kV”’) AC
circuits.

The NJBPU ordered that MAOD should be awarded the Interconnection Work as a

77 See Exhibit No. MAOD-10, June 29, 2023, NJBPU Order, at 3-5, 9.
78 Exhibit No. MAOD-10, June 29, 2023, NJBPU Order, at 3-4.

Id. at 9.
80 1d. at 5.

81 See PIM Interconnection, L.L.C., presentation to Transmission Expansion Advisory Committee (“TEAC”),
“Reliability Analysis Update,” at slide 31 (Jan. 9, 2024), available at https://www.pjm.com/-/media/committees-
groups/committees/teac/2024/20240109/20240109-item- 12---reliability-analysis-update.ashx (describing Amended
Scope for MAOD’s project b3737.22 to add Prebuild Extension Work and AC Collector Lines (also described herein
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28, 2024.%> The TEAC and PJM Board included the Interconnection Work under the
umbrella of the Project’s existing RTEP number b3737.22.%3

WERE ANY ADDITIONAL CHANGES MADE TO THE PROJECT?

Yes. The four single phase 500/230 kV autotransformers at the Larrabee Collector Station
need to be resized from 450 MVA to 480 MVA to accommodate reactive power
requirements. The estimated cost of the autotransformer resizing is $800,000. The NJBPU
approved this change in its March 20, 2024 order.?* The PJM Transmission Expansion
Advisory Committee (“TEAC”) included this change in its April 2, 2024, Reliability
Analysis Update.®> MAOD expects PIM Board approval for inclusion of this work in the
RTEP in August 2024 under the umbrella of the Project’s existing RTEP number b3737.22.
WHAT ARE THE ESTIMATED COSTS OF THE PROJECT AT THIS TIME?

The Project’s current estimated capital costs are approximately $217,090,000 and reflect:
(1) $193 million of costs for the Larrabee Collector Station and the adjacent land, the

additional $23 million in Interconnection Work, and the $800,000 cost of resizing of the

at Interconnection Work) at a total estimated cost increase of $23 million) (“PJM January 9, 2024 TEAC
Presentation™). See also Exhibit No. MAOD-14, PJM February 2024 White Paper, at 8, 11 (same).

82 See Exhibit No. MAOD-14, PJM February 2024 White Paper, at 8, 11.
8 See PIM January 9, 2024 TEAC Presentation, at slide 31.

8 See Exhibit No. MAOD-12, March 20, 2024, NJBPU Order (NJBPU order approving modified transformer sizing
from 450 MVA to 480 MVA and increased cost thereof).

8 See PIM Interconnection, L.L.C., “Reliability Analysis Update,” presentation to Transmission Expansion Advisory
Committee (“TEAC”), at slide 10 (Apr. 2, 2024) (stating the Amended Scope for b3737.22 as “Increase Sizing of
Autotransformers: Increase sizing of four single phase 500/230 kV autotransformers at LCS from 450 MVA to 480
MVA to meet reactive power requirements”).
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autotransformers (collectively, RTEP Project No. b3737.22); and (2) $290,000 for the
Prebuild study (RTEP Project No. b3737.60).

HAS MAOD ENTERED INTO A DESIGNATED ENTITY AGREEMENT WITH
PJM FOR THE PROJECT?

Yes. On August 21, 2023, PJM and MAOD executed a Designated Entity Agreement
(“DEA”) largely based on PIM’s pro forma DEA in PJM’s Tariff.®® The DEA expressly
requires MAOD to construct the Project based on certain project financing and

development milestones, including a COD of December 31, 2027.%7

HAS MAOD ENTERED INTO ANY TRANSMISSION INTERCONNECTION
AGREEMENTS?

No, as of the date of this testimony MAOD has not entered into any transmission
interconnection agreements. However, MAOD has entered into an Interconnection
Coordination Agreement with JCP&L to coordinate their interconnection. PJM is also a
party to the Interconnection Coordination Agreement. Prior to going into service MAOD
expects to enter into a Transmission to Transmission Interconnection Agreement with
JCP&L. MAOD also expects to enter into Interconnection Service Agreements with
multiple offshore wind generating facilities, as applicable. Finally, MAOD will be executing
the PJM Consolidated Transmission Owners Agreement to transfer operational control of the

Project (and planning authority relative to the Project) to PIM.

8 Exhibit No. MAOD-9, “Designated Entity Agreement between PJM Interconnection, L.L.C. and Mid-Atlantic
Offshore Development, LLC, PJM RTEP Projects b3737.22 & b3737.60: New Jersey SAA — Larrabee Collector
Station (LCS)” (Aug. 21, 2023) (“PIM-MAOD DEA”). See also Exhibit No. MAOD-14, PJM March 12, 2024, Letter,
at 1, Att. B (expanding the scope of PJM RTEP Project b3737.22 under the PIM-MAOD DEA).

87 Exhibit No. MAOD-9, PIM-MAOD DEA, at Sched. C.
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INTEGRATION OF THE PROJECT INTO THE EXISTING TRANSMISSION
SYSTEM

CAN YOU PROVIDE A DETAILED DESCRIPTION OF THE TRANSMISSION
FACILITIES COMPRISING THE PROJECT ONCE IT IS COMPLETE?

Yes. The Project, as currently approved, consists of the Larrabee Collector Station which,
as I explained above, will be an AC switchyard, composed of a 230 kV 3 x breaker and a
half substation with a nominal current rating of 4000 A, and four single phase 500/230 kV
autotransformers to step up the voltage of one circuit for connection to the JCP&L Smithburg
Substation. The other two circuits within the Larrabee Collector Station will be connected
to the JCP&L Larrabee Substation and the JCP&L Atlantic Substation. As also stated above,
the Project also includes land adjacent to the Larrabee Collector Station, on which MAOD
will perform some site work to prepare it for offshore wind generators to construct four future
DC to AC converter stations for interconnection of DC circuits from offshore wind
generation. The Project will also include the Interconnection Work (as described above).

Please see Exhibit No. MAOD-2. Exhibit No. MAOD-2 contains maps that show
the Project and its relationship to existing JCP&L substation facilities. Exhibit No.
MAOD-2 also includes a schematic diagram of the Project, its internal configuration and
the “Point of Demarcation” with the Prebuild Infrastructure.

HOW IS THE PROJECT GOING TO FACILITATE INTERCONNECTION OF
NEW JERSEY OFFSHORE WIND GENERATION?

As part of the Larrabee Tri-Collector Solution and pursuant to the PJM Tariff, the Project
will serve as a common point of interconnection for future New Jersey offshore wind

generation facilities to the PJM transmission system through the Project’s interconnections

with the JCP&L Smithburg Substation (at 500 kV), the JCP&L Larrabee Substation (at 230
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kV), and the JCP&L Atlantic Substation (at 230 kV). In coordination with PJM, the NJBPU
has assigned specific capacity on the MAOD and JCP&L facilities to winning bidders of the
NIBPU’s Third Solicitation process for offshore generation developers.®

PJM will have operational control of the Project and the Project will be included in
PIM’s transmission planning models. Importantly, PJM will facilitate generator
interconnection for New Jersey offshore wind projects and other projects that may seek to
interconnect to the Project.
PLEASE DESCRIBE THE PROJECT’S INTERCONNECTIONS WITH JCP&L’S
LARRABEE SUBSTATION, JCP&L’s ATLANTIC SUBSTATION, AND

JCP&L’S SMITHBURG SUBSTATION, AND THE RELIABILITY BENEFITS
SUCH INTERCONNECTIONS CAN PROVIDE.

As stated above, the Project is located on a plot that is adjacent to the JCP&L Larrabee
Substation in Howell Township, New Jersey. The Project will interconnect with JCP&L’s
Larrabee Substation through an approximately 550-yard long 230 kV circuit.

JCP&L’s Atlantic Substation is located approximately 15 miles from the Project in
Colts Neck Township, Monmouth County, New Jersey. The JCP&L Atlantic Substation

will interconnect to the Project through a 230 kV circuit.

88 The NJBPU announced the Third Solicitation winning bidders on January 24, 2024. See In the Matter of the
Opening of New Jersey’s Third Solicitation for Offshore Wind Renewable Energy Certificates (OREC), “Order
Approving Attentive Energy Two 1342 MW Project as a Qualified Offshore Wind Project,” NJBPU Docket No.
Q022080481, at 21 (Jan. 24, 2024), available at

https://www.nj.gov/bpu/pdf/boardorders/2024/20240124/8 A%200RDER%20Solicitation%203%20Attentive.pdf;

See In the Matter of the Opening of New Jersey’s Third Solicitation for Offshore Wind Renewable Energy

Certificates (OREC), “Order Approving Leading Light Wind 2400 MW Project as a Qualified Offshore Wind
Project,” NJBPU Docket No. Q022080481, at 21 (Jan. 24, 2024).
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JCP&L’s Smithburg Substation is located approximately 16 miles from the Project
in Freehold Township, Monmouth County, New Jersey. The JCP&L Smithburg Substation
will interconnect to the Project through a 500 kV circuit.*

JCP&L is responsible for constructing the circuits that will run between its
Larrabee, Atlantic, and Smithburg substations and the Project. MAOD and JCP&L
currently are coordinating these transmission-to-transmission interconnections and plan to
energize all three interconnections as they become available. Under the currently
anticipated schedule, the interconnections to the Larrabee Substation and Smithburg
Substation will be completed in late 2027 and the interconnection to the Atlantic Substation
will be completed in Spring 2030. As soon as any of the circuits are complete, however,
the Project will be integrated into the JCP&L/PJM system and turned over to the
operational control of PJM.

From a reliability and grid operations standpoint, the circuits that JCP&L will
construct from MAOD’s Larrabee Collector Station to JCP&L’s Larrabee Substation,
JCP&L’s Atlantic Substation, and JCP&L’s Smithburg Substation can be utilized as
parallel or alternative paths for a number of existing nearby JCP&L 230 kV and 500 kV
circuits (e.g., JCP&L’s Larrabee to Atlantic 230 kV, Larrabee to Oceanview 230 kV, and

Larrabee to Smithburg 230 kV circuits).” Thus, through its various interconnections, the

Project will create an operational redundancy that will provide PJM with additional

% 1 note that the Project’s interconnection to the JCP&L Larrabee Substation will solely be on JCP&L or MAOD
property and therefore, will require no new rights-of-way. The interconnections to JCP&L’s Atlantic Substation and
JCP&L’s Smithburg Substation also will be constructed on JCP&L’s existing rights-of-way. Therefore, the Project
site is optimally located, as it eliminates rights-of-way acquisition risks and no new rights-of-way acquisition costs
will be required to connect to these substations.

% See Exhibit No. MAOD-2 [CUI/CEII].
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operational flexibility to address potential real-time reliability and congestion issues it may
face in the southern New Jersey section of the PJM-operated transmission system. During
its real-time operation, PJM will determine when to utilize the Project’s circuits to provide
the needed parallel path(s) to aid reliability and congestion contingencies.

WHAT OTHER RELIABILITY BENEFITS AND CONGESTION BENEFITS

WILL THE PROJECT FACILITATE FOR THE LOCAL TRANSMISSION
SYSTEM AND PJM TRANSMISSION SYSTEM?

The unique design of the Project will allow for increased reliability and congestion benefits
because it will allow PJM to switch the Project into different configurations, resulting in
different flows on the network that can maximize both reliability and congestion
management, as appropriate. The design of the Project will allow its “bus breakers” in the
breaker-and-a-half scheme normally to be open to allow each individual HVDC converter
station to be isolated on a specific dedicated line. Each of the lines leaving the Project will
deliver the energy to a separate JCP&L substation, allowing maximum energy injections
to the system when required.

However, the Project’s design will allow PJM, under appropriate, studied
conditions, to “toggle” the Project’s various combinations of bus and tie breakers in order
to reconfigure the Project’s substation facilities and allow generators and/or lines to be tied
together in different combinations. This will result in the Project being able to redirect
power flow to the different interconnected JCP&L substation facilities, thereby
maximizing PJM’s ability to manage both reliability and congestion as system conditions
change. The Project’s design also will reduce the potential need for curtailment of
interconnected offshore generation if certain transmission facilities are forced out, or are

on a scheduled outage for maintenance, by allowing PJM to reconfigure the operation of
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the substation to allow the maximum amount of generation to be delivered on the remaining
facilities.

Q38. WHAT IS THE LAND ADJACENT TO THE SUBSTATION AND WHAT WILL IT
BE USED FOR?

A38. The Project includes 60 acres divided into four parcels where four HVDC converter
stations will be located.”’ These stations will convert DC power delivered by offshore
wind generation facilities that interconnect to the Project through generation tie line
facilities (that will use the Prebuild Infrastructure and Prebuild Extension Work described
above) to AC power that will be flowed through the Project to its points of interconnection

with JCP&L.

VII. PROJECT FINANCING

Q39. AS A TRANSMISSION-ONLY COMPANY THAT DOES NOT YET OWN ANY
TRANSMISSION ASSETS, DOES MAOD FACE FINANCING RISKS?

A39. Yes. MAOD currently does not own any transmission assets (or any other assets apart
from land) and does not have any financial history, credit history, or established credit
ratings. MAOD will be required to finance the siting, permitting, development, and
construction of the Project without supporting revenues until the completed project is
placed into service. Consequently, MAOD faces a scope and level of funding and financial
risks that are not faced by traditional utilities. MAOD’s business plan, capital structure,

authorized ROE, and cost-recovery mechanisms will form the primary basis upon which

1 To accommodate the scope of the Project, MAOD was able to acquire an approximately 100-acre property adjacent
to JCP&L’s Larrabee Substation. Approximately sixty acres of the property will be used for the purposes of
the Larrabee Collector Station and the four parcels that will be used by offshore wind generators to locate their HVDC
converter stations. Another approximately ten acres will accommodate the corridors for the Interconnection Work.
The remaining approximately thirty acres represent environmentally sensitive areas and required setbacks.
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investors and lenders will evaluate the Company. Securing Commission approval of the
Formula Rate, with MAOD’s approved rate incentives, is a key part of MAOD’s plan to
mitigate investor concerns about MAOD being a new entrant with very limited financial
history. The terms of the proposed Formula Rate and the related transmission incentives
will have a significant impact on the financial terms MAOD will be able to obtain from

prospective lenders or other investors.

HOW WILL MAOD OBTAIN EQUITY FINANCING FOR THE PROJECT?

MAOD currently anticipates funding its initial development of the Project using paid-in-
capital (i.e., equity investments) from its parent companies. Once MAOD is collecting a
revenue stream from the Project, MAOD will use a combination of retained earnings and
additional paid-in-capital from its parent companies to fund its ongoing investments and to
maintain the equity balance necessary to achieve its target equity ratio. MAOD does not
plan to sell equity interests in the Company at this time. However, if it chooses to do so,
MAOQD’s status as a corporate entity separate from its parent companies’ other activities
should simplify the process of bringing additional equity investors into this transmission-
only line of business.

HOW WILL MAOD OBTAIN DEBT FINANCING FOR THE PROJECT?

Based on the Commission’s approval of MAOD’s Order No. 679 transmission incentives
and assuming the Commission’s acceptance of MAOD’s Formula Rate, MAOD plans to
put in place a construction loan agreement to provide financing for project-related
construction expenditures and short-term working capital requirements. MAOD currently
anticipates that this construction financing will occur in the later part of 2025, but this date

may change. When the Project nears its commercial operation date (“COD”) and
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permanent financing can be utilized, MAOD plans to access long-term debt financing in
either the institutional capital markets or via long-term commercial bank financing.

HOW DOES MAOD EXPECT TO RAISE CAPITAL AT A REASONABLE COST?

MAOD is working with Credit Agricole Corporate and Investment Bank (“CACIB”), as
Financial Advisor, to develop an appropriate project financing structure for the Project
based on MAOD’s predictable ATRR. The Project will be financed on a single-asset
project finance basis and lenders will initially be exposed to construction risk until the
Project is placed in service. Although there will be construction risk, MAOD is targeting
a credit profile that is within the guidelines set forth by nationally recognized rating
agencies for “investment grade” credit ratings based on the stable cash flow profile of the
ATRR. An “investment grade” credit profile will allow MAOD to raise debt to build the
Project at an attractive, low cost of debt.

Based on discussions with CACIB, MAQOD envisions financing the Project in a
manner that minimizes the total financing costs of the Project. The finance plan is a
traditional two-stage financing process, where a construction loan is put in place to finance
the Project during construction, and then once the Project is placed in service, long-term
financing will be issued to refinance the construction debt.

The construction loan is expected to be provided by commercial banks, who are
familiar with financing construction projects. During the construction period, waivers and
amendments to the financing documents may be required. For example, an amendment to
the construction loan credit agreement may be required based on a post-financial close
change in the construction schedule. Typically, commercial banks are more flexible, and

able to respond faster, to these waiver and amendment requests than institutional investors,
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which makes construction loans an attractive financing vehicle. Additionally, construction
loans are typically structured to allow for more frequent draw-downs to fund project costs
based on the construction schedule, relative to institutional debt which is typically fully
funded at the issuance date. The tailored draw-down schedule available under construction
loans minimizes the interest expense during construction and reduces overall project costs,
which should offset any additional financing costs incurred as a result of a subsequent
refinancing of the construction loan.

Construction loans in the U.S. market are typically issued for a maximum of seven
to ten years, although the underlying amortization profile assumes a longer repayment
period (in the case of MAOD, a thirty-year amortization period). Therefore, once the
Project is placed in service, MAOD plans to refinance the construction loan with a term
loan or with a U.S. Private Placement (“USPP”’) bond. Both the U.S. project finance loan
market (term loan market) and the U.S. institutional market are familiar with single-asset
utility financings. Therefore, MAOD will have the ability (and the flexibility) to evaluate

both markets at the time of refinancing in order to select the most efficient source of capital.

SUPPORT FOR THE RECOMMENDED COST OF DEBT AND EQUITY

WHAT COST OF DEBT IS MAOD REQUESTING IN ITS FORMULA RATE?

For the period before MAOD’s construction loan financing (the “Construction Debt”) is
obtained, the estimated interest cost (the “Proxy Debt Rate™) is shown on Attachment 9 to
the Formula Rate Template. This rate reflects the assumption that the initial debt will be
priced at the three-month Term Secured Overnight Financing Rate (“SOFR”) plus 200 basis

points. This assumption is based on guidance from CACIB. In developing the Proxy Debt
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Rate, CACIB reviewed recent, comparable project finance transactions in the utility,
transmission, and power sectors, with comparable risk profiles, to best approximate the cost
of debt that commercial banks would require if lending to the Project today. The estimated
credit spread of 200 basis points is based on the expectation that MAOD will not have a
credit rating when it secures its initial construction financing for the Project. However,
CACIB concluded that MAOD’s expected financing structure is in line with commercial
bank expectations to finance the construction of a single-asset, rate-regulated transmission
project. The Proxy Debt Rate will be used in the Formula Rate until the Construction Debt
is placed, at which point the actual cost of the Construction Debt financing will be reflected
in the Formula Rate. At or near the time of COD, MAOD expects to refinance the
construction loan with longer-term debt financing, which would then be reflected as the
actual cost of debt in the Formula Rate Template.

WHAT COST OF EQUITY IS MAOD REQUESTING IN ITS FORMULA RATES?

As discussed in the Nowak Testimony, MAOD is requesting Commission authorization to
use a base ROE of 10.26%. As discussed above, and consistent with the Incentives Order,
MAOD also is requesting a 50 basis point RTO membership adder given MAOD’s
membership in PJM. MAOD thus is requesting a total ROE of 10.76% in its Formula Rate,
which, as Mr. Nowak explains, is within the range of reasonableness and consistent with
Commission policy.

WHY IS IT IMPORTANT THAT MAOD BE GRANTED THE REQUESTED
ROE?

The requested ROE represents the return that is commensurate with the risk that MAOD’s

equity investors bear. Without an adequate return, it will be challenging for MAOD to
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attract the equity capital that will be required to build, own, and maintain regionally
planned transmission projects like the Project. MAOD is a joint venture between EDFR
and Shell New Energies and competes with other projects held by EDFR and Shell New
Energies to attract capital. Further, EDFR and Shell New Energies compete for capital
with other entities in the broader capital market, including the rate-regulated utilities
included in Mr. Nowak’s proxy group. While MAOD is targeting a credit profile that will
support an investment grade credit rating, it is a non-incumbent transmission company that
does not have a financial history, nor does it currently have transmission assets that are
producing a revenue stream. As discussed above, MAOD is in the process of developing
and constructing the Project, which requires its lenders and investors to accept a higher
level of development and construction risk than is typical of the proxy group. Therefore,
it is critical to provide MAOD with an ROE that adequately addresses these risks and

provides MAOD with the ability to attract and retain equity capital.

ORDER NO. 679 TRANSMISSION RATE INCENTIVES

HAS THE COMMISSION GRANTED RATE INCENTIVES TO MAOD FOR THE
PROJECT?

Yes. In the Incentives Order, the Commission granted MAOD the following Order No. 679
incentives for the Project: (i) Regulatory Asset Incentive; (i1) Abandoned Plant Incentive;
(iii) Hypothetical Capital Structure Incentive; and (iv) RTO Participation Incentive.”? The

Incentives Order was based on MAOD’s Petition for Declaratory Order filed on September

92 See Incentives Order, at PP 1-2, 34-48.
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21, 2023, in Docket No. EL23-101-000, as supplemented on November 22, 2023 (the
“MAOD PDO”).”

Q47. DOES MAOD REQUEST APPLICATION OF THE SAME FOUR INCENTIVES
TO THE INTERCONNECTION WORK?

A47. Yes. MAOD expects that the Project will evolve as the NJBPU’s offshore wind plans evolve
and the NJBPU contemplates further revisions to the Larrabee Tri-Collector Solution. The
NJBPU’s decision to grant the Interconnection Work to MAOD is such an example.

The Interconnection Work was approved by the NJBPU in the June 29, 2023 Order
but was not approved by the PJM Board for inclusion into the RTEP until February 28,
2024.,°* which was after the MAOD PDO was filed with the Commission. However, the
Interconnection Work should receive the same incentive treatment as that granted in the
Incentives Order. Like the rest of the Project, the Interconnection Work was approved under
the process used by the NJBPU and PJM pursuant to the PIM RTEP, SAA Study Agreement
and Amended SAA Agreement.” Indeed, as a reflection of its integration into the larger
project, PJM included the Interconnection Work as part of RTEP Project b3737.22 when
approving the Interconnection Work as part of the RTEP. Therefore, the Interconnection

Work qualifies for the “rebuttable presumption” under Order No. 679.%

93 See Mid-Atlantic Offshore Development, LLC, “Petition for Declaratory Order,” Docket No. EL23-101-000 (filed
Sep. 21, 2023; supplemented Nov. 22, 2023) (“MAOD PDO”).

%4 See Exhibit No. MOAD-PJM February 2024 White Paper, at 8, 11; see also Exhibit No. MAOD-14, PJM March
12, 2024, Letter, at 1, Att. B (stating that the PJM Board of Managers approved as part of the PIM RTEP change in
scope of MAOD Project b3737.22 to include the Interconnection Work).

% See id. See also Exhibit No. MAOD-10, June 29, 2023, NJBPU Order.
% See Incentives Order, at PP 23-24.
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Moreover, from my understanding, the Commission has explained that an applicant
seeking rate incentives must demonstrate a “nexus’ between the incentives requested and the
proposed investment, including showing that the requested incentives address project-
specific risks and challenges.”” The nexus test is met when an applicant demonstrates that
the total package of incentives requested are “tailored to address the demonstrable risks or
challenges faced by the applicant in undertaking the project.””®
In this case, as recognized in the Incentives Order, the incentives that have been
granted to the Project, particularly the Regulatory Asset Incentive and the Hypothetical
Capital Structure Incentive, are meant to mitigate MAOD’s development risk as a non-
incumbent transmission developer developing its first transmission project.”” The total
package of incentives, as a whole, were (and remain) tailored to address the well-established
risks the Commission has recognized are associated with transmission development
(including, in this case, as part of the SAA Process). These risks apply equally to the
Interconnection Work because these facilities are integrated parts of the Project. Therefore,
for all of the reasons set forth in the MAOD’s PDO for the larger project and recognized in

the Incentives Order,'” a nexus exists between requested incentives and the risks and

challenges of the Interconnection Work.

7 Order No. 679-A, at P 27. See also 18 C.F.R. § 35.35(d) (2024) (“The applicant must demonstrate that the facilities
for which it seeks incentives either ensure reliability or reduce the cost of delivered power by reducing transmission
congestion consistent with the requirements of section 219, that the fotal package of incentives is tailored to address
the demonstrable risks or challenges faced by the applicant in undertaking the project, and that resulting rates are just
and reasonable.”). See MAOD PDO, at 25, 29-40; Incentives Order, at PP 49-50.

%18 C.F.R. § 35.35(d); San Diego Gas & Elec. Co. v. FERC, 913 F.3d 127, 133 (D.C. Cir. 2019); Ameren Servs. Co.,
135 FERC 61,142, P 35 (2011) (quoting Order No. 679-A, at P 40).

9 See Incentives Order, at PP 36, 46.
100 See Incentives Order, at PP 49-50.
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MAOD understands that the Commission’s grant of incentives is flexible and
accommodates changes in project scope that do not alter the basis of the Commission’s grant
of incentives. As explained above, the Interconnection Work is integrated into the Project.
Out of an abundance of caution, however, MAOD is seeking express Commission

confirmation of the extension of its requested incentives to the Interconnection Work.

Regulatory Asset Incentive

Q48.

A48.

WHAT IS THE BASIS FOR MAOD’S REQUEST FOR THE APPLICATION OF
THE REGULATORY ASSET INCENTIVE TO THE INTERCONNECTION
WORK?
As recognized in the Incentives Order,'%! the Regulatory Asset Incentive will allow MAOD
to mitigate the pre-commercial operation risks of financing, developing, and constructing the
Project. Specifically, MAOD faces considerable challenges in developing the Project,
particularly as a non-incumbent transmission developer, for which the Project represents a
significant investment of both human resources and funds. When developing the Project,
MAOD expended (and will continue to expend) pre-commercial costs for items such as
complicated design and engineering plans, cost estimates, identification of development
challenges, and other items. All of these development challenges and costs apply equally to
the Interconnection Work.

Because the Project is MAOD’s first transmission project, MAOD does not have
facilities in operation, is not yet charging rates under a tariff, and thus, cannot expense these

costs as a current expense and recover them through existing rates. Assuming these costs

meet the regulatory thresholds for reasonableness and prudency (which will be determined

101 See Incentives Order, at PP 36-37.
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in a subsequent FPA section 205 proceeding), the Regulatory Asset Incentive allows MAOD
to mitigate the risks related to these costs and provides certainty that they can be recovered
once MAOD’s rates are initiated.!*

The ability to book the pre-commercial costs described above into a Regulatory Asset
prior to MAOD’s ATRR being filed and allocated under the PJM Tariff will provide up-front
regulatory certainty, improve coverage ratios used by lenders and rating agencies to
determine credit quality, and reduce interest expense.'> Because this mitigation of risks will
beneficially impact MAOD’s credit risk for potential financing entities, the Regulatory Asset
Incentive will benefit ratepayers.!*

Consistent with the justification of the Regulatory Asset Incentive to the overall
Project, MAOD is requesting that the Commission confirm that MAOD’s Regulatory Asset
Incentive applies to the Interconnection Work. As with the Project overall, MAOD seeks
authorization to amortize Interconnection Work-related costs in its regulatory asset over five
years, beginning when the Project becomes operational and costs are assessed to customers.
Additionally, as with the Project overall, MAOD requests permission to accrue carrying

charges on the regulatory asset balances beginning on the effective date of Commission

102 See, e.g., LS Power Grid Cal., LLC, 171 FERC ¥ 61,222, PP 21-23 (2020); DCR Transmission LLC, 153 FERC 9
61,295, P 35 (2015); RITELine Ill., LLC, et al., 137 FERC q 61,039, P 96 (2011) (citing Green Power Express LP,
127 FERC q 61,031, P 60 (2009); Pioneer Transmission, LLC, 126 FERC q 61,281, P 84 (2009)).

183 See Promoting Transmission Investments Through Pricing Reform, 141 FERC 61,129, P 13 (2012) (“2012 Policy
Statement”) ; DCR Transmission LLC, 153 FERC § 61,295, at P 35; RITELine 1ll., LLC, et al., 137 FERC § 61,039,
at P 96 (citing Green Power Express, 127 FERC 61,031, at P 60; Pioneer Transmission, LLC, 126 FERC 9 61,281,

104 See RITELine Ill., LLC, et al., 137 FERC 61,039, at P 96 (citing Green Power Express, 127 FERC 4 61,031, at P
60; Pioneer Transmission, LLC, 126 FERC 9 61,281, at P 84).
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approval of the Regulatory Asset Incentive until the regulatory assets are included in rate

base.

Abandoned Plant Incentive

Q49. WHAT IS THE BASIS FOR MAOD’S REQUEST FOR THE APPLICATION OF
THE ABANDONED PLANT INCENTIVE TO THE INTERCONNECTION
WORK?

A49. The Interconnection Work faces the same regulatory, permitting, and project on project risks
(as well as political risks) as the overall Project and therefore should be subject to the
Abandoned Plant Incentive granted in the Incentives Order.!%’

As explained in the MAOD PDO, numerous New Jersey state and local (Township

of Howell, New Jersey) permits are required for the Project. These state and local permits

are as set forth below in Table 1:'%

105 See Incentives Order, at PP 39-43.
106 See MAOD PDO, at 31-33.
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Table 1
Potential Permit / Authorization Requirements for Parcel Site Development

Potential Permit / Authorization Agency

New Jersey Department of Environmental

Freshwater Wetlands Individual Permit* Protection (NJDEP) Division of Land
Resource Protection

Flood Hazard Area Individual Permit* NJDEP Division of Land Resource Protection

Water Quality Certificate™ NIDEP Division of Land Resource Protection

NJPDES 5G3 Stormwater General NJDEP Division of Water Quality, Bureau of

Construction Permit Stormwater Permitting
NJDEP Water Use / Temporary Dewatering NJDEP Division of Water Supply &
Permit Geoscience

Soil Erosion and Sediment Control Plan New Jersey Natural Resources Conservation
Permit Program, Freehold Soil Conservation District

Township of Howell, Department of

Howell Township Major Site Plan Approval Community Development & Land Use

Township of Howell, Department of

Howell Township Tree Removal Permit Community Development & Land Use

*These permits would only be required if freshwater wetlands and/or flood plains are
impacted as a result of the parcel site development.

Furthermore, as part of the Larrabee Tri-Collector Solution and New Jersey’s overall
PJM SAA Process to facilitate the reliable and cost-effective interconnection of New Jersey’s
offshore wind generation facilities, the Project is one of an aggregate compilation of
approximately $1 billion of transmission facilities that are being developed

contemporaneously to advance New Jersey’s goals for advancement of offshore wind
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generation.!”” These projects include the SAA transmission projects awarded by the NJBPU
to a total of seven other awardees'®® (exclusive of MAOD), as well as the wind generation
projects that are being developed offshore.

MAOD is confident that the Project can and will be constructed; however, given the
broad and varied scope of potentially related transmission facility upgrades, there are
significant risks and challenges outside of the scope of MAOD’s Project and outside of
MAOD’s control. In addition to political risks (discussed below), the Project has “project-
on-project” risks as part of the aggregate set of transmission facilities comprising the
Larrabee Tri-Collector Solution. In particular, as I stated above, the Project will interconnect
to the PJM transmission system through interconnections with three JCP&L substations;
therefore, the Project may be impacted by risks associated with JCP&L’s projects that are
outside of MAOD’s control.'” As recognized by the Commission when granting the

Abandoned Plant Incentive to JCP&L and other parties building facilities as part of the

107 See Exhibit No. MAOD-3, October 26, 2022, NJBPU Order, at 61 (stating that the total cost for onshore upgrades
for the full Larrabee Tri-Collector Solution is $1.08 billion); see also MAOD PDO, at 2-3, n.8 (summarizing the
various entities involved in constructing other elements of the Larrabee Tri-Collector Solution).

108 A5 stated above the other companies, in addition to MAOD and JCP&L, selected by the NJBPU to construct various
onshore upgrades as part of the Larrabee Tri-Collector Solution are Atlantic City Electric Company, Baltimore Gas
and Electric Company, LS Power Grid Mid-Atlantic, LLC, PECO Energy Company, Public Service Electric & Gas
Company, and Transource Energy, LLC.

109 As stated above, the Project will interconnect to the PJIM transmission system through three existing JCP&L
substations: (1) the Smithburg 500 kV substation in Freehold Township, Monmouth County, New Jersey; (2) the
JCP&L Larrabee Substation; and (3) the Atlantic 230 KV substation in Colts Neck Township, Monmouth County,
New Jersey. Risks impacting these JCP&L projects are beyond MAOD’s control but may impact the Project. See
Exhibit No. MAOD-5, PJM 2022 RTEP Report, at 66-75. See Jersey Cent. Power & Light Co., 184 FERC 61,108,
P 40 (2023) (granting JCP&L the Abandoned Plant Incentive based on JCP&L’s description of its regulatory and
permitting risks, including the risks resulting from participation in the NJBPU SAA Process); see also Transource
Pa., LLC, 184 FERC 9 61,091, P 45 (2023) (“Transource notes that the Project is part of the first set of transmission
projects ever pursued under the PJM State Agreement Approach. As such, . . . there remains regulatory risk at the
federal level that the Project could be canceled or not constructed for reasons beyond its control.”).
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Larrabee Tri-Collector Solution, these risks and challenges include permitting and regulatory
risks.!1?

Further, New Jersey’s commitment to offshore wind generation and the different
SAA projects being developed to facilitate interconnection of such wind generation projects
could change with political executive leadership (or legislative level leadership) in New
Jersey. This potentially could result in an alteration or cancellation of the Project.

As recognized in the Incentives Order, the Abandoned Plant Incentive will provide
assurances to financing entities that they can be repaid if the Project is abandoned for reasons
outside of MAOD’s control, and will support not only financing entities’ willingness to
commit funds, but also their ability to offer beneficial financing terms, which will benefit
ratepayers.

Existing environmental, regulatory, and project-on-project risks are beyond
MAOD’s control and could lead to the abandonment of the Project. All of these risks apply
equally to the Interconnection Work because it is integrated into the Project. From my
understanding, MAOD’s request for the Abandoned Plant Incentive for the Project (and, per
this filing, as extended to the Interconnection Work) is consistent with recent Commission

precedent granting the Abandoned Plant Incentive to other parties building facilities as part

of the Larrabee Tri-Collector Solution.!!'! Therefore, consistent with the justification of the

10 See, e.g., Jersey Cent. Power & Light Co., 184 FERC 461,108, at P 40; Silver Run Elec., LLC, 184 FERC 61,092,
P 30 (2023); Transource Pa., LLC, 184 FERC 61,091, at P 51.

"' In addition to the Incentives Order (at PP 39-43), the Commission granted the Abandoned Plant Incentive,
individually, to three other entities chosen by the NJBPU to construct other transmission facilities as part of the
Larrabee Tri-Collector Solution based on its analysis of the regulatory and permitting risks faced by those projects.
See Transource Pa., LLC, 184 FERC 4 61,091, at P 51; Silver Run Elec., LLC, 184 FERC 9 61,092, at P 30; Jersey
Cent. Power & Light Co., 184 FERC 461,108, at PP 2, 40.
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Abandoned Plant Incentive overall, MAOD requests the Commission expressly confirm
that its Abandoned Plant Incentive extends to costs associated with the Interconnection

Work to offset its development risks.

Hvpothetical Capital Structure Incentive

Q50.

A50.

WHAT IS THE BASIS FOR THE REQUEST FOR THE APPLICATION OF THE
HYPOTHETICAL CAPITAL STRUCTURE INCENTIVE TO THE
INTERCONNECTION WORK?

As recognized in the Incentives Order, the Hypothetical Capital Structure Incentive allows
MAOD to mitigate financing risks for the Project resulting from its status as a non-
incumbent transmission provider that does not yet have the established capital structure of
an incumbent utility.!'? As part of the Project as a whole, the Interconnection Work faces
this same risk.

As explained in the MAOD PDO, MAOD faces risks in developing the Project as
a non-incumbent transmission provider without a business history or debt repayment
history, including the financial challenges faced by the Project. For example, MAOD’s
capital structure will fluctuate as the Project is developed and debt financing is initially
obtained, and then incrementally increased over the course of development and
construction. To mitigate the financing risks associated with a fluctuating capital structure
and, in turn, enhance MAOD’s creditworthiness for potential investors, MAOD requested
the Hypothetical Capital Structure Incentive with the objective to secure improved

financing terms and benefit ratepayers.!'”> The Commission has explained that a

112 See Incentives Order, at PP 44-46.
113 See id. at PP 44-45. See, e.g., LS Power Grid Cal., LLC, 171 FERC § 61,222, at PP 29-30; Tallgrass Transmission,

LLC, 125 FERC 961,248, P 68 (2008), reh’g denied, 150 FERC § 61,224 (2015); Potomac-Appalachian Transmission
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hypothetical capital structure “can be an effective tool available to public utilities to foster
transmission investment in appropriate circumstances.”!'* The Commission has allowed
hypothetical capital structures for transmission developers to facilitate “improved access
to capital markets for transmission investment and . . . its use for specific projects when
shown to be necessary for project financing, among other things.”!!®

MAOD will require significant borrowings, as well as equity capital contributions,
as development and construction of the Project progresses. MAOD’s precise debt-to-
equity ratio during the construction period consequently will fluctuate as new borrowings
are made and equity is invested, and will also be affected by negotiations with lenders. The
hypothetical capital structure provides assurance to potential investors, helping with the
challenge of raising capital during the development process when actual capital structures
can fluctuate.

Therefore, consistent with the justification of the Hypothetical Capital Structure
Incentive for the Project overall, MAOD requests the Commission expressly confirm that

its hypothetical capital structure of 50 percent debt and 50 percent equity extends to costs

associated with the Interconnection Work to offset its development risks. MAOD only

Highline, L.L.C., 122 FERC q 61,188, P 55 (2008), order on reh’g and settlement agreement, 133 FERC 9 61,152
(2010) (“PATH”).

114 Order No. 679, at P 131; see Order No. 679-A, at P 93; see also 18 C.F.R. § 35.35(d)(1)(iv).

115 Order No. 679, at P 131 (footnote omitted); see also Tallgrass Transmission, LLC, 125 FERC 9 61,248, at P 68
(the Commission explained that use of a stable debt-to-equity ratio for ratemaking purposes during construction
provides certainty and improves access to capital); PATH, 122 FERC 9 61,188, at P 55 (the Commission explained
that the use of a hypothetical capital structure during construction “will result in lower debt costs for the company,
while also permitting it to vary its financing vehicles to the needs of the construction process, including such issues
as timing of expenditures, regulatory developments, and changes in financial market conditions.”); PATH, 122 FERC
461,188, at P 55 (citing Trans-Allegheny Interstate Line Co., 119 FERC 61,219, PP 74-76 (2007) (The Commission
also found the hypothetical capital structure approach during the construction period is a “pragmatic approach to
address . . . fluctuating capital structure™ at the outset of a project’s development)).
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seeks the Hypothetical Capital Structure Incentive through the Project’s development and
construction phases, and not beyond the Project’s commercial operation date. MAOD’s
requested 50 percent debt and 50 percent equity hypothetical capital structure should allow
MAOD to achieve reasonable costs of capital, which will inure to the benefit of PJM
customers in New Jersey who will pay the cost of service in their utility rates. From my
understanding, the requested hypothetical capital structure is also consistent with those

allowed by the Commission for other transmission development projects.!!

RTO Participation Incentive

Qs51.

ASI.

WHAT IS THE BASIS FOR THE REQUEST FOR THE APPLICATION OF THE
RTO PARTICIPATION INCENTIVE TO THE INTERCONNECTION WORK?

In Order No. 679, the Commission determined that it will approve return on equity
(“ROE”) incentives “for public utilities that join and/or continue to be a member of an ISO,
RTO, or other Commission-approved Transmission Organization.”!'” The Commission
has explained that this RTO Participation Incentive provides an important incentive for
newly established transmission developers to participate in an RTO!'® and that the RTO

Participation Incentive recognizes the benefits that flow from RTO membership, including

16 See MidAmerican Cent. Cal. Transco, LLC, 147 FERC § 61,179, P 6 (2014) (52% equity and 48% debt); Xcel

Energy Sw. Transmission Co., LLC, 149 FERC 9 61,182, P 5 (2014); Xcel Energy Transmission Dev. Co., LLC, 149

FERC 961,181, P 5 (2014) (55% equity and 45% debt); Midwest Indep. Transmission Sys. Operator, Inc., 141 FERC
961,121, P 51 (2012) (56% equity and 44% debt); Transource Mo., LLC, 141 FERC § 61,075, P 66 (2012) (60%
equity and 40% debt); Green Power Express LP, 127 FERC 4 61,031, at P 72 (60% equity and 40% debt); Primary

Power, LLC, 131 FERC 461,015, P 141 (2010) (60% equity and 40% debt); Atl. Grid Operations A LLC, et al., 135

FERC 9§ 61,144, P 121 (2011) (60% equity and 40% debt). Compare Midcontinent Indep. Sys. Operator, Inc., 182
FERC 961,039, PP 21, 25 (2023) (50% equity and 50% debt); PJM Interconnection, LLC and Ne. Transmission Dev.,

L.L.C., 155 FERC 9 61,097, PP 50-52 (2016), order on reh’g, 158 FERC 9 61,060, P 4 (2017) (50% equity and 50%

debt); DCR Transmission, L.L.C., 153 FERC 4 61,295, at P 45 (50% equity and 50% debt)).
"7 Order No. 679, at P 326; Order No. 679-A, at P 86; 18 C.F.R. § 35.35(e).
18 See, e.g., Midcontinent Indep. Sys. Operator, Inc., 150 FERC 9 61,004, P 42 (2015).
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that RTOs “provide a platform for regional planning and cost allocation associated with
transmission expansion and planning....”!" The Commission has determined that the
“basis for the incentive is a recognition of the benefits that flow from membership in such
organizations, and the fact that continuing membership is generally voluntary.”!?°

As recognized in the Incentives Order, MAOD will become a Transmission Owner
member of PJM, and transfer operational control of the Project to PJM once it is
constructed and placed into service.'?! The Interconnection Work is included in the Project
that will be turned over to PJM’s operational control. Therefore, while the RTO
Participation Incentive applies to MAOD’s ROE and the ROE applies to all of MAOD’s
facilities, MAOD nevertheless requests that the Commission confirm that the RTO
Participation Incentive also applies to the costs associated with the Interconnection
Work.!2?

IS THE TOTAL PACKAGE OF INCENTIVES NARROWLY TAILORED TO

MITIGATE THE RISKS FACED BY THE PROJECT, INCLUDING THE
INTERCONNECTION WORK?

Yes. In line with the Commission’s determination in the Incentives Order,'>> MAOD’s
requested incentives for the Project, to now expressly include the Interconnection Work,
are narrowly tailored to best mitigate the immediate and future risks faced by the Project

as a whole. Each requested incentive uniquely mitigates a particular risk (or set of risks)

119 Order No. 679-A, at P 87.

120 Order No. 679, at P 331.

121 See Incentives Order, at PP 47-48.

122 See Order No. 679, at PP 326-27; Order No. 679-A, at P 86; see also 18 C.F.R. § 35.35(e).
123 See Incentives Order, at PP 49-50.
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faced by the Project, while the total package provides a balance between risk mitigation
and ratepayer interests.

Given MAOD’s status as a new transmission developer, the requested Regulatory
Asset Incentive will mitigate the risk associated with recovery of pre-commercial costs,
subject to future regulatory review in a FPA section 205 proceeding for reasonableness and
prudency. In addition to up-front regulatory certainty, this incentive can provide financing
benefits, including reduced interest expense and improved coverage ratios.

The Commission has stated that the Hypothetical Capital Structure Incentive
mitigates risks associated with a fluctuating capital structure during development and
construction of transmission facilities and supports beneficial project financing (which
ultimately inures to the benefit of ratepayers).'>* This incentive will improve MAOD’s
access to capital markets and help mitigate the uncertainties that potential financing entities
will consider in their financing decisions, improving the terms of financing offered. This
incentive is especially helpful in the case of new transmission developers, such as MAOD,
that are seeking project financing for their first transmission project. As explained above,
the capital structures for MAOD, like other similarly situated entities, will fluctuate over
the various stages of development, and establishing a hypothetical capital structure through
a rate incentive provides financing benefits that ultimately benefit consumers.

The Commission has recognized that the Abandoned Plant Incentive addresses
project-specific risks that could lead to abandonment of the project for reasons outside the

control of the transmission developer, particularly regulatory and permitting risks. The

124 Order No. 679, at P 131.
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Project, including the Interconnection Work, has many and varied regulatory and
permitting risks, as well as the additional risks — specifically, project-on-project and policy
risks — resulting from the Project’s status as one of many SAA Process-awarded
transmission projects being contemporanecously developed as part of the Larrabee Tri-
Collector Solution. Because the Abandoned Plant Incentive is intended to mitigate the risk
of abandonment of the Project, including the Interconnection Work, inclusive of mitigating
regulatory and permitting risks, the Abandoned Plant Incentive also provides a unique risk
mitigation in comparison with other incentives sought by MAOD.
Finally, the Commission has explained that the RTO Participation Incentive
recognizes the benefits that flow from RTO membership, including benefits resulting from

> This includes the transmission

regional transmission planning and cost allocation.'?
planning efficiencies that result from increased participation in PJM.'?® For the reasons

stated above, the total package of incentives applied to the Project, as it now includes the

Interconnection Work, are narrowly tailored to mitigate the Project’s risks.

125 See Order No. 679, at P 331; Order No. 679-A, at P 86.

126 See, e.g., NextEra Energy Transmission Sw., LLC, 178 FERC 4 61,082, P 19 (2022) (in granting Abandoned Plant
Incentive, FERC stated: “we find that the total package of incentives, including the previously granted incentives
[which were Regulatory Asset Incentive, Hypothetical Capital Structure Incentive, and RTO Participation Incentive],
is reasonable, because it addresses the risks and challenges associating [sic] with development of the Project” (footnote
omitted)); NextEra Energy Transmission Sw., LLC, 161 FERC q 61,139, PP 30, 35, 41 (2017) (granting of the
Regulatory Asset Incentive, Hypothetical Capital Structure Incentive and RTO Adder incentive facilitates competition
and participation of non-incumbent transmission developers); DCR Transmission, LLC, 153 FERC q 61,295, at PP
11, 16, 29 (finding that DCR Transmission demonstrated that “its total package of requested incentives [consisting of
the Regulatory Asset Incentive, Hypothetical Capital Structure, RTO Adder and Abandoned Plant was] tailored to
address the demonstrable risks or challenges faced by DCR Transmission, including construction, regulatory, and
financial challenges arising during the pre-construction and construction phases of the Delaney Project”).
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DOES MAOD REQUEST THAT ITS TRANSMISSION INCENTIVES

APPROVED BY FERC IN THE INCENTIVES ORDER SHOULD CONTINUE
TO APPLY AS THE PROJECT EVOLVES?

Yes. MAOD requests that the Commission confirm that all of the transmission incentives
already approved for the Project will apply to NJBPU-approved and RTEP-approved
changes in scope for the Project on a going forward basis, provided the changes do not
materially change the facts upon which the order granting incentives was based. MAOD
recognizes, however, that certain changes of scope may alter the basis of the Commission’s
grant of incentives to the Project. In that case, MAOD would make a filing with the

Commission seeking additional incentive treatment.

CONCLUSION

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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New Jersey Offshore Wind Transmission Solution: Larrabee Tri-Collector Solution
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Agenda Item: 8A

STATE OF NEW JERSEY
Board of Public Utilities
44 South Clinton Avenue, 15t Floor
Trenton, New Jersey 08625-0350
www.nj.gov/bpu/

CLEAN ENERGY

IN THE MATTER OF DECLARING
TRANSMISSION TO SUPPORT OFFSHORE
WIND A PUBLIC POLICY OF THE STATE OF
NEW JERSEY

ORDER ON THE STATE
AGREEMENT APPROACH
SAA PROPOSALS

N N N N N

DOCKET NO. Q020100630

Parties of Record:

Brian O. Lipman, Esq., Director, New Jersey Division of Rate Counsel
Suzanne Glatz, PJM Interconnection LLC

Stephen Tutor, Jersey Central Power & Light Company

Michael Donnelly, Atlantic City Electric Company

Matthew Virant, Mid-Atlantic Offshore Development, LLC

Eric Hayes, LS Power Grid Mid-Atlantic, LLC

Shadab Ali, PPL Electric Utilities

Jodi Moskowitz, Public Service Electric and Gas Company,

Maria J. Malguarnera, Transource Energy, LLC

New Jersey took a monumental step on November 18, 2020, becoming the first state to integrate
its offshore wind ("OSW?”) transmission objectives with the regional grid’s planning and
development process. To position the State to reach Governor Phil Murphy’s ambitious OSW
goals, the New Jersey Board of Public Utilities (“Board”) formally requested inclusion of its OSW
public policy into PJM’s regional transmission expansion analysis through the State Agreement
Approach (“SAA”). In response to the SAA solicitation, transmission developers submitted 80
unique, competitive, ready-to-build designs seeking to integrate New Jersey’s OSW resources
into the PIJM system.

By this Order, the Board awards a series of projects to construct the on-shore transmission
facilities necessary to successfully deliver offshore wind to New Jersey customers. The awards
include a variety of projects needed to strengthen the regional and near-shore transmission grids,
including the identification of a preferred point of interconnection (“POI”) for future offshore wind
projects off the coast of New Jersey. The Board finds that this “transmission-first” approach to
offshore wind, undertaken in partnership with its regional grid operator, PJM Interconnection LLC
(“PJM”), will lower costs, reduce the chance of delays in offshore wind projects, and minimize
community and environmental impacts.


http://www.nj.gov/bpu/

The Board selects Mid-Atlantic Offshore Development, LLC’'s (“MAOD”) and Jersey Central
Power & Light Company’s (“JCP&L”) jointly submitted Larrabee Tri-Collector Solution® (“Larrabee
Tri-Collector Solution”) for New Jersey’s inaugural OSW coordinated transmission solution under
PJM’s SAA. In addition, the Board selects a number of projects that will upgrade the PJM system
to accommodate New Jersey’'s OSW goals. After a thorough evaluation, the Larrabee Tri-
Collector Solution and upgrades to the larger PIJM transmission grid were determined to best
meet New Jersey’s stated SAA goals of reducing community disruption, environmental impacts,
and customer costs, while minimizing risks. Ultimately, the Larrabee Tri-Collector Solution results
in an innovative transmission solution, creating a single onshore POI while leveraging existing
rights of ways, an outcome that would not have been possible without coordinated planning and
a competitive solicitation.

The savings New Jersey ratepayers realize from the selection of these transmission projects are
estimated to be over $900 million. In addition, the scope of the Larrabee Tri-Collector Solution
was tailored to maximize federal tax incentives moving forward, preserving an additional $2.2
billion of ratepayer benefits. The awarded projects also position the State to seek direct federal
funding for future expansions of the OSW transmission grid, including the potential to award a full
OSW backbone in connection with the Board’s future OSW solicitations, and preserves preferable
interconnection locations and transmission corridors for future use.

The Board and its Staff (“Staff”) will continue their efforts to ensure OSW energy can be brought
to New Jersey customers as cost efficiently as possible, while reducing environmental and
community impacts and maintaining safe and reliable electric service. First, this Order authorizes
Staff to incorporate and, if appropriate, require, in the Board’s next OSW generation solicitation,
any additional facilities required to enable coordinated and impact-reducing access to the
Larrabee Tri-Collector Solution. Second, the Board directs Staff to begin a second round of
coordinated transmission planning to meet the newly announced 11,000 megawatts (“MW”) OSW
target, potentially including a new SAA solicitation to ensure that both the onshore and offshore
transmission systems are ready to meet the full scope of New Jersey’s OSW objectives.
Combined with today’s award, this Order marks the continued efforts of New Jersey that lead the
nation in OSW development and comes on the heels of Governor Murphy’s recent announcement
to increase the State’s OSW goal to 11,000 MW of OSW energy generation by 2040.

1 For an in-depth discussion of MAOD and JCP&L'’s jointly submitted Larrabee Tri-Collector Solution, see
infra, “Recommended SAA Solution: Larrabee Tri-Collector Solution.”
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Select Terms & Acronyms

Atlantic Shores Offshore Wind Project 1, LLC (“Atlantic Shores 1” or “ASOW 1”), a joint venture
between EDF Renewables Offshore Development, LLC and Shell New Energies US, LLC, which
plans to construct a 1,510 MW OSW project awarded by the Board on June 30, 2021.

Baseline Scenario, the transmission facilities that would be necessary to achieve New Jersey’s
7,500 MW OSW energy goal in the absence of the SAA solicitation.

Bureau of Ocean Energy Management (“BOEM”), the federal agency which manages the
development and permitting of the United States’ offshore energy and mineral resources,
including the OSW lease areas.

Cable Route, the pathway a transmission cable(s) will follow or use from the OSW project to the
Point of Interconnection onto the regional electric grid.

Cable Vaults, physically-separate underground vaults (accessible through manhole covers),
located at certain distances (such as every 2,000 feet) along the Cable Route, to allow each OSW
generator to install and maintain its own transmission cables without impacting other OSW
generators’ transmission cables.

Capacity Interconnection Rights (“CIRs”), the rights to input generation as a capacity resource
into the transmission system at the point of interconnection where the facility connects to the PIJM
transmission system.

Coordinated Transmission Corridor, the planning and consolidation of construction efforts to
support more than one OSW generation project in a single onshore transmission Cable Route.

Corridor, the Cable Route from the landfall location on the shoreline to the point of
interconnection into the regional electric grid.

Designated Entity Agreement (“DEA”), a pro forma agreement under the PIJM Tariff that is
entered into, as required under Schedule 6 of PJM’s Operating Agreement, between PJM and
the developer designated to construct and own and/or finance a transmission project included in
the RTEP.?

Duct Banks, the concrete structure between Cable Vaults that house the necessary number of
physically-separate conduits (empty pipes) in which transmission cables can be installed (pulled
through, from one point to another).

Energy Master Plan (“EMP”), the State’s plan that sets forth a strategic vision for the production,
distribution, consumption, and conservation of energy in New Jersey. The State’s energy policy
reflects the full scope of New Jersey’s current energy sector, creating new jobs, industries, and

2 While use of the DEA is not required under PJM’s SAA process, at the request of the Board, PJM has
elected to follow its competitive solicitation procedures including use of a DEA for those greenfield portions
of SAA Solutions.
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workforce development as the state expands its green economy, providing exciting new
opportunities for New Jersey’s residents and business community.

Executive Order No. 307 (“EO 307”), the Executive Order Governor Murphy issued on
September 22, 2022 that increased New Jersey’s goal for OSW energy generation from 7,500
MW by 2035 to 11,000 MW by 2040. This Executive Order further directs the Board to study the
feasibility of further increasing the OSW goal.

Executive Order No. 8 (“EO 8”), the Executive Order Governor Murphy issued on January 31,
2018, directing the Board and all State agencies with responsibility under OWEDA to “take all
necessary action” to fully implement OWEDA and begin the process of moving New Jersey
towards a goal of 3,500 MW of OSW energy generation by the year 2030.

Executive Order No. 92 (“EO 92”), the Executive Order Governor Murphy issued on November
19, 2019, that increased the State’s OSW goal for OSW energy generation from 3,500 MW by
2030 to 7,500 MW by 2035.

Federal Energy Regulatory Commission (“FERC”), the federal agency with jurisdiction over
wholesale sales and interstate transmission of electric energy, including a mandate to guarantee
just and reasonable rates for these services. FERC exercises regulatory jurisdiction over PJM.

First Solicitation (or “Solicitation 1), the Board’s first OSW generation solicitation for Offshore
Wind Energy Certificates held in 2018-2019.

High Voltage Alternating Current (“HVAC”).
High Voltage Direct Current (“HVDC”).

Interconnection Service Agreement (“ISA”), an agreement between PJM, an electric generator,
and all impacted transmission owners that details developer cost responsibility and confers rights
necessary for PJM market participation.

Investment Tax Credits (“ITC”), a federal investment tax credit (currently 30% of eligible project
costs) that is provided under the Internal Revenue Code on eligible property, available for
renewable energy projects, including any OSW generation projects that commence construction
prior to December 31, 2025.

Megawatt (“MW?”), the equivalent of 1,000 kilowatts, or 1 million watts. This measurement is used
for purposes of quantifying the electric output of a power plant.

Network Upgrade, upgrades to existing PJM Grid facilities, similar in scope to Option 1la system
upgrades, but identified through the PJM interconnection queue study process for individual
generators.

New Jersey Board of Public Utilities (“Board” or “BPU”).

New Jersey Department of Environmental Protection (“DEP”).
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New Jersey Department of Military and Veterans Affairs (‘“DMAVA”).
New Jersey Division of Rate Counsel (“Rate Counsel”).

New Jersey Offshore Wind Strategic Plan (“Strategic Plan”).

New Jersey Pinelands Commission (“Pinelands Commission”).

Ocean Wind I, LLC (“Ocean Wind I”), the joint venture between @rsted and PSEG Renewable
Generation, LLC, which plans to construct an 1,100 MW OSW project awarded by the Board on
June 21, 2019.

Ocean Wind II, LLC (“Ocean Wind II”), a subsidiary of @rsted, which plans to construct a 1,148
MW OSW project awarded by the Board on June 30, 2021.

Offshore Wind (“OSW”).
Offshore Wind Economic Development Act (“OWEDA”), N.J.S.A.48:3-87.1 et seq.

Offshore Wind Renewable Energy Certificate (“OREC”), as defined in N.J.A.C. 14:8-6.1, a
certificate issued by the Board or its designee, representing the environmental attributes of one
megawatt hour of electric generation from a qualified offshore wind project.

Option 1, SAA proposals for system upgrades to the existing PJM Grid and for new onshore
transmission facilities to extend the PJM Grid toward the New Jersey shoreline.

Option 1a, SAA proposals for system upgrades and additions to the existing PJM Grid required
as a result of PJM’s study of the planned injections of SAA-related OSW generation at proposed
POls.

Option 1b, SAA proposals for any additional onshore transmission facilities that would extend
the PJM Grid to more efficiently enable the coordinated connection of offshore transmission
facilities.

Option 1b+, SAA proposals including all elements of Option 1b (except the electrical cable), land
for HVYDC converter stations, the Duct Banks, and access Cable Vaults to enable access to a
coordinated Point of Interconnection.

Option 2, SAA proposals for new transmission facilities from the onshore transmission facilities
to the OSW Projects in available BOEM OSW lease areas.

Option 3, SAA proposals for transmission links between the offshore substations of Option 2
transmission facilities or OSW wind farms.

PJM Grid, the high voltage transmission system operated by PJM Interconnection, LLC, covering
New Jersey and all or part of 13 other states and the District of Columbia.
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PJM Interconnection, LLC (“PJM”), the regional transmission organization that coordinates the
dispatch of wholesale electricity and the operation of the bulk electric system in all or parts of
thirteen states and the District of Columbia, including New Jersey.

PJM Regional Transmission Expansion Plan (“RTEP”), the PJM process to identify and
address changes to the bulk electric grid in the PJIM territory, including to maintain future reliability
and economic performance.

PJM Transmission Owner (“TO”), an entity that owns or leases, with rights equivalent to
ownership, transmission facilities and is a signatory to the PIJM Transmission Owners Agreement.
TOs must adhere to applicable technical requirements and standards.

Point of Interconnection (“POI”), a specific location where an OSW Project seeks
interconnection to the PIM Grid.

Prebuild Infrastructure, the Duct Banks and Cable Vaults associated with the Prebuild.

Prebuild, a concept that would require a single OSW generator to construct the necessary Duct
Banks and access Cable Vaults for its own OSW project as well as the additional OSW projects
needed to fully utilize the SAA Capability at the selected POI. For clarity, the Prebuild involves
only the necessary infrastructure (Duct Banks and Cable Vaults) to house the transmission
cables, but not the cables themselves.

SAA Agreement, PJM Rate Schedule 49, approved by FERC in 179 FERC 1 61,024 (2021).

SAA Capability, as set out in the FERC-approved PJM Rate Schedule 49 § 1.2, all transmission
capability created by approved SAA Solutions as studied by PJM, including the capability to
integrate resources injecting energy up to their maximum facility output, capability which may
become CIRs through the PJM interconnection process, and any other capability as consistent
with studies performed by PJM for the SAA.

SAA Developer, any developer whose SAA project is selected herein and is listed in Appendix
A.

SAA Proposal (or “SAA Bid”), a specific proposal for an SAA Option 1a, Option 1b, Option 2,
or Option 3 facility, submitted by a qualified entity, along with all supporting documents provided
to the Board and PJM, including, but not limited to, any initial bid documents or other submissions,
all responses to clarifying questions, any additional documents submitted or official statements
made to PJM, and all subsequent communication between the SAA Developer and the Board
and/or Staff.

SAA Scenario, the specific combination of POls and SAA Proposals specified by the Board and
analyzed by PJM.

SAA Solution, a package of separate SAA Proposals that, when combined, provides SAA
Capability associated with the related SAA Scenario.
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SAA Study Agreement, an executed agreement, between the Board and PJM, and approved by
FERC in 174 FERC 1 61,090 (2021) that sets out PJM’s ability to use its existing competitive
solicitation process to implement the SAA, and sets out milestones and obligations on both PIM
and the Board.

Second Solicitation (or “Solicitation 2”), the Board’s second OSW generation solicitation for
ORECs, held in 2020-2021.

Shore Crossing, the specific part of the Cable Route which brings the transmission cables from
the ocean onto land at the New Jersey shoreline.

State Agreement Approach (“SAA”), as set out in PJM’s Operating Agreement, Section 1.5.9(a)
of Schedule 6, the authorization of states, to select and include transmission facilities in the RTEP
to solve public policy needs identified by each of those states, and to voluntary accept allocation
of all associated costs.

Third Solicitation (or “Solicitation 3”), the Board’s future OSW generation solicitation
scheduled to be held in 2023.

Transmission Corridor, the onshore Cable Route used by one or multiple OSW generators
between the landfall location on the shoreline, including the Shore Crossing, to the POI into the
PJIM Grid.

Transmission System Upgrade Cost (“TSUC”), the costs for construction of necessary
upgrades, as identified by PJM, assigned to OSW generators to enable interconnection of the
OSW project to the transmission system. As set forth in the terms and conditions of the Board’s
Orders approving Atlantic Shores 1 and Ocean Wind Il, the TSUC mechanism allows Qualified
Offshore Wind Projects to share some portion of their downside Network Upgrade cost risk with
New Jersey ratepayers.

Violation, a violation of the minimum planning standards monitored by PJM throughout the
transmission planning process, as described in Section 1.5 of PJM Manual 14b.
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BY THE BOARD:

Background and History of New Jersey’s Offshore Wind Industry

New Jersey’s Offshore Wind Regulatory Landscape & Public Policy

On August 19, 2010, OWEDA was signed into New Jersey law.> OWEDA directed the Board to
establish a program for ORECs to support at least 1,100 MW of OSW generation capacity from
Quialified Offshore Wind Projects.*

Within his first of month of taking office, on January 31, 2018, Governor Phil Murphy signed EO
8, which directed the Board to fully implement OWEDA and begin the process of moving the State
toward a goal of 3,500 MW of OSW by 2030.> To achieve these goals, EO 8 also directed the
Board to develop and implement a Strategic Plan to examine the critical components of OSW
development.

On November 19, 2019, Governor Murphy more than doubled the State’s OSW goal when he
signed EO 92.5 EO 92 directed the Board to take “all necessary actions to implement OWEDA in
order to promote and realize the development of wind energy off the coast of New Jersey to meet
a goal of 7,500 megawatts of offshore wind energy generation by the year 2035.”

The 2019 EMP recommends expanding New Jersey’s electric grid to accommodate New Jersey’s
7,500 MW of OSW by 2035. The EMP explains how “planned transmission to accommodate the
State’s OSW goals provides the opportunity to decrease ratepayer costs and optimize the delivery
of OSW generation into the State’s transmission system.”” The EMP further states that
“[cloordinating transmission from multiple projects may lead to considerable ratepayer savings,
better environmental outcomes, better grid stability, and may significantly reduce permitting risk.”®
The EMP directs that the Board “should endeavor to collaborate with PJM to ensure that
transmission planning and interconnection rules accommodate [OSW] resources.” The EMP
also recognizes that transmission must be planned and that the Board must exercise its regulatory
authority to “actively engage in transmission planning.”® The same week that Governor Murphy

3 See N.J.S.A. 48:3-87 et seq.

4+ OWEDA defines an OREC as representing the environmental attributes of one MWh of electric generation
from an OSW project. For each MWh delivered to the transmission grid, an OSW project will be credited
with one OREC.

5 See EO 8. In 2018, the Legislature also directed the Board to establish an OREC program to support “at
least 3,500 MW” of OSW generation by 2035. See OWEDA, supra note 4.

6 EO 92.

"EMP, Goal 2.2.1 at 117.
®1d.

°ld.

101d.; EMP, Goal 5.2.1 at 182.
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issued the EMP, he also signed legislation authorizing the Board to conduct one or more
competitive solicitations for open access OSW transmission facilities.*!

In 2020, the Board, in close coordination with other State agencies, issued the Strategic Plan.'?
The Strategic Plan found that “[iinvestments in planning and infrastructure are necessary to build
the transmission infrastructure and regional markets needed for offshore wind energy to support
a clean energy future.”® Specifically, the Strategic Plan recommends that meeting New Jersey’s
7,500 MW OSW goal requires “[c]ollaborat[ing] with PJM, as set forth in the EMP, to assure
transmission infrastructure accommodates renewable energy such as offshore wind.”** The
Strategic Plan also recommends “[w]ork[ing] with PJM and local utilities to develop a grid
transmission study to integrate 7,500 MW of offshore wind energy by 2035.”°

On September 21, 2022, Governor Murphy signed EO 307, increasing the OSW goal to 11,000
MW by 2040.%¢

New Jersey’s Offshore Wind Generation Solicitations

With the clear directives from the State Legislature and the Governor, and after having adopted
rules creating the OREC, on September 17, 2018, the Board issued its First Solicitation. This
solicitation sought a target of 1,100 MW of OSW capacity and invited interested OSW generators
to submit competitive bids for what was, at the time, the nation’s largest OSW solicitation.

At the close of the First Solicitation, the Board received a total of fourteen project bids from three
OSW generators, as follows: (i) Atlantic Shores 1; (i) Boardwalk Wind, sponsored wholly by
Equinor Wind US, LLC; and (iii) Ocean Wind 1.’

After a six month review and evaluation process, the Board awarded ORECs for 1,100 MW of
OSW capacity to the Ocean Wind | project on June 21, 2019.18

11 N.J.S.A. 48:3-87.1(e).

12 See Strategic Plan at https://www.nj.gov/bpu/pdf/Final NJ OWSP_9-9-20.pdf.
13 Strategic Plan at 77 (Sept. 9, 2020).

14 |d. at 78.

15]d.

16 EO 307 (2022).

17 In the Matter of the Board of Public Utilities Offshore Wind Solicitation for 1,100 MW—Evaluation of the
Offshore Wind Applications, BPU Docket No. Q018121289, Order dated June 21, 2019 (“June 21, 2019
Order”).

18|d.
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In September 2020, the Board issued its Second Solicitation with a desired target of 1,200 MW
to 2,400 MW of OSW capacity.’® At the close of the Second Solicitation window, the Board
received a total of six project bids from two OSW generators as follows: (i) Atlantic Shores 1 and
(il) Ocean Wind 1. By two Board Orders, each dated June 30, 2021, the Board awarded a total
of 2,658 MW of OSW capacity to two projects, Atlantic Shores 1 for 1,509.6 MW and Ocean Wind
Il for 1,148 MW.?! Collectively, under the First Solicitation and under the Second Solicitation, the
BPU has awarded a total of three OSW projects for a total of 3,758 MW.

The remaining OSW capacity that is needed to meet Governor Murphy’s goal of 11,000 MW of
OSW by 2040 is expected to be procured through additional OSW generation project solicitations.
The below SAA solicitation schedule was designed to support the 7,500 MW OSW goal in effect
at the time the SAA solicitation was issued. This schedule will be updated to account for the new
goal set by EO 307.

. Capacity .

. Capacit Issue Award Estimated
Solicitation Tarpget (K/IW) (AI\‘/’I"V"\"/;ded Date Date COD
1 1,100 1,100 Q32018 | Q22019 2024-25
2 1,200 - 2,400 2,658 Q32020 | Q22021 2027-29
3 1,200 Q1 2023 | Q4 2023 2030
4 1,200 Q22024 | Q12025 2031
5 1,342 Q2 2026 | Q12027 2033
6+ 3,500 To be determined
Total 11,000 | |

As discussed further below, the Board expects to work with PJM to design a second SAA
solicitation to support 11,000 MW of OSW by 2040, as recently set forth in EO 307, which may
include transmission facilities to support future solicitations and may include both onshore and
offshore facilities.

Coordinated Transmission Approach to Support New Jersey’s Offshore Wind

New Jersey is positioning itself as a world leader in promoting OSW development, with a goal of
11,000 MW of OSW generation capacity by 2040. To effectuate this goal, New Jersey plans to
hold a series of OSW solicitations every 18-months to 2-years scheduled between now and 2026
to meet the 7,500 MW goal, with additional solicitations to be added to achieve the 11,000 MW
goal.

19 In the Matter of the Opening of Offshore Wind Renewable Energy Certificate (OREC) Application Window
for 1,200 to 2,400 Megawatts of Offshore Wind Capacity in Furtherance of Executive Order No. 8 and
Executive Order No. 92, BPU Docket No. Q020080555, Order dated September 9, 2020.

20 |In the Matter of the Board of Public Utilities Offshore Wind Solicitation 2 for 1,200 to 2,400 MW — Ocean
Wind II, LLC, BPU Docket No. Q021050825, Order dated June 30, 2021 (“Ocean Wind Il June 2021
Order”), at 14.

21 1d.; In the Matter of the Board of Public Utilities Offshore Wind Solicitation 2 for 1,200 to 2,400 MW —
Atlantic Shores Offshore Wind Project 1, LLC, BPU Docket No. Q021050824, Order dated June 30, 2021
(“Atlantic Shores 1 June 2021 Order”).
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As with any new energy resource, the necessary transmission infrastructure required to support
delivering the energy to customers must also be developed. Transmission infrastructure plays
the critical role of delivering power, including clean OSW power, to the consumers who need it.
Transmission is therefore an essential element, not only for the success of OSW in the State, but
also in achieving the State’s carbon emissions reduction goals necessary to mitigate climate
change.

In New Jersey, the majority of the State’s electric transmission infrastructure, or the “grid,” runs
through central or western New Jersey. Historically, this enabled siting of the State’s electric
generators close to the majority of the State’s electricity needs, while enabling lower-voltage
connections to New Jersey’s less populated coastline. Further, transmission planning over the
last century (at least in PIM) has generally assumed predominantly west-to-east flows of power.?
As a consequence, the near-shore electric transmission grid in New Jersey is typically less robust
than reinforced inland areas, with facilities not designed to facilitate power flows westward from
the shoreline. Indeed, New Jersey’s 500 kilovolt (“kV”) transmission backbone generally runs in
a north-south line, about 40 miles inland from the shoreline. While some bulk transmission
substations of different voltages are located closer to or further away from the New Jersey coast,
the existing transmission network is currently not designed to accommodate the energy injections
at its eastern most edge associated with a large amount of OSW. With 11,000 MW of hew OSW
energy scheduled to be delivered to New Jersey over the next several decades, the State and
PJM must now evaluate efficient pathways for the existing grid to successfully accommodate
these additional injections.

Under the First Solicitation and the Second Solicitation, all projects, including each of the three
approved projects, proposed a bundled approach to generation and transmission—that is, each
project would individually develop and construct its own transmission facilities to bring electricity
onshore from its own OSW turbines. Under this paradigm, the costs of the facilities needed to
interconnect the project from the ocean to the POI are included in the OREC price. By utilizing a
coordinated transmission approach where some or all of the transmission infrastructure is built by
transmission developers (in this case under the SAA) and the electricity generation infrastructure
is built by OSW generators, development responsibility is unbundled.

While the bundled approach, where each OSW project brings its own transmission onshore, is
typically simpler for OSW generators, it can result in inefficient expansion of the transmission grid.
For example, upgrading a transmission facility to meet the needs of one wind farm, without
considering the needs of subsequent wind farms, can result in multiple and inefficient upgrades
to related pieces of infrastructure. Further, the bundled approach creates a situation where there
are multiple transmission cables from multiple OSW projects in the ocean reaching the shore.

22 See PJM Grid of the Future, PJM’s Regional Planning Perspective, at 15 (“The injection of thousands of
megawatts from offshore wind will fundamentally change how power flows over the transmission grid in the
Northeast and mid-Atlantic. Generation will now be located closer to load centers along the 1-95 corridor;
this area of the grid was originally served mainly by west-to-east power flow from large mine-mouth coal
generating stations in western Pennsylvania and beyond and, later, shale natural gas-fired plants in central
Pennsylvania. This unfolding scenario will drive the need for new transmission assets and system
configurations to maximize power delivery to onshore load.”).
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Without advance planning, these landfall locations are unlikely to occur in the same place. They
are also less likely to occur in a particular location that is optimal to the State as a whole, since
each project will select a location that optimizes their particular project. Thus, without a
coordinated landfall location, each OSW generator is likely to use at least one unique
Transmission Corridor to access their individually-selected POI, which increases local community
impacts. To illustrate, the three currently awarded OSW projects propose to use a total of seven
HVAC cables and one HVDC cable that would travel from their respective OSW farms and land
on-shore at four different points on the State’s coastline. These cables, once making landfall,
would then use four Transmission Corridors to travel to four different POls in the State.® If the
Board were to maintain the non-coordinated, bundled approach to procuring OSW transmission
and OWS generation, future solicitations could result in more than a dozen cables connecting
future OSW farms to the coastline at six to ten different POls to support the delivery of the first
7,500 MW of OSW-generated energy. The State’s new goal of 11,000 MW of OSW generation
capacity would naturally increase these numbers of cables, landfall locations, Transmission
Corridors, and POls.

Stakeholder Input

To examine the range of commercial, technical, environmental, and operational advantages and
disadvantages of OSW transmission options, Staff conducted extensive stakeholder outreach.

On November 12, 2019, Staff held an OSW transmission Technical Conference (“Technical
Conference”) to solicit input from stakeholders on transmission considerations and solutions. The
Technical Conference included four panels of stakeholders to explore the following
issues/questions:

e How other jurisdictions connected geographically remote generation through shared
transmission facilities;

e Possible frameworks for building open access OSW transmission facilities;
e Technical considerations for offshore transmission facilities; and

e Costresponsibility, risk-sharing, and business model considerations associated with open
access OSW transmission solutions.

Several stakeholders at the Technical Conference noted that a planned transmission solution
could potentially minimize the environmental footprint of bringing power ashore, particularly by
coordinating the number of times transmission facilities would need to cross environmentally-
sensitive beach and ocean habitats. Stakeholders also noted the benefits of coordinated
transmission upgrades in facilitating the delivery of the power into the PJM system. However,

23 The Ocean Wind | project proposed to deliver 1,100 MW by three HVAC cables to two different
substations; the Ocean Wind Il project proposed to deliver 1,148 MW by three HVAC cables to one
substation; and the Atlantic Shores 1 project proposed to deliver 1,500 MW by four HVAC cables to one
substation.
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others highlighted the potential risks associated with requiring OSW generation resources to
depend on third parties to construct open access transmission facilities and, in particular, how
this dependency posed certain commercial risks to OSW generators.

In March 2020, the Board retained Levitan & Associates, Inc. (“LAI") to prepare an OSW
transmission study (“Transmission Study”). In order to inform the study, on June 26, 2020, the
Board issued a Notice of Information Gathering (Docket No. Q020060463) on OSW transmission
options. Approximately 80 representatives from 54 entities provided information. In addition, LAl
conducted nine virtual interviews with multiple groups of stakeholders interested in OSW
transmission, including generation and transmission developers, utilities, environmental groups,
and commercial and recreational fishing representatives to ensure broad participation.

LAI completed the Transmission Study in December 2020, and concluded that a coordinated
transmission approach would provide significant benefits. The Transmission Study included the
following findings and observations:

1. Any coordinated transmission approach would have to be a regulated PJM asset because
the merchant model®* is not financeable;

2. In order to select an offshore transmission option, New Jersey will have to balance cost,
performance, environmental impacts, ratepayer risk, and other unique factors;

3. The Board has the authority to authorize any coordinated transmission approach through
PJM’s SAA procurement process;

4. The SAA procurement process would attract enough qualified transmission developers to
the bidding process to assure a competitive process and thus a cost-effective coordinated
transmission design;

5. Any coordinated transmission project developed separately from OSW generation would
impose project-on-project risks?®; and

6. PJM’s existing SAA procurement process offers a defined but untested path forward that
is likely a better means than the bundled approach to achieve Governor Murphy’s 7,500
MW OSW by 2035, by reducing costs, minimizing permitting, reducing construction
delays, and reducing environmental impacts.

24 The merchant model in this context refers to transmission developers building OSW transmission assets
and recovering their costs through commercial contracts with OSW generators who would use the assets.

25 Project-on-project” risk in the context of OSW transmission and generation is the risk that one
component—either the transmission or the generation— would be completed and ready to serve its purpose
while the other component would not be ready at the time it is needed or scheduled, resulting in adverse
financial impacts to one or both project components that have to be properly apportioned. For example, if
the generation component was completed on schedule, but the transmission component was delayed, the
generation component would not be able to interconnect. Put differently, “project-on-project” risk exists
when the completion of independent projects depend on each other.
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Potential Benefits of Coordinated Transmission

Informed by this analysis, Staff identified several potential benefits of coordinated transmission,
summarized below. While these potential benefits are encouraging, Staff sought procurement
options that would provide ready-to-build transmission options to evaluate the likelihood of any
specific solution providing these benefits. Rigorous evaluation of submitted transmission options,
discussed further below, is required to evaluate the presence and strength of these benefits to
any particular OSW generation project.

Cost Savings

A key finding of Staff’s analysis is that a proactively planned transmission system to accommodate
new OSW generation saves ratepayers billions of dollars, compared to the costs of upgrading the
transmission grid on a piecemeal basis.?® A separate transmission solicitation invites a broad
pool of regional transmission developers to compete and innovate to provide optimal solutions to
specifically-identified transmission needs. In addition, proactively procuring the system upgrades
required for a larger amount of OSW (e.g. 7,500 MW as part of this process and potentially up to
11,000 MW in the future) “ahead-of-time” enables identification of needed system upgrades that
can be solved by proposals designed specifically for that purpose, enabling significant cost
savings. In contrast, the bundled approach would separately identify the system upgrades for
each approved OSW generation project, individually, foregoing efficiencies enabled through
coordinated procurements.

Beyond the anticipated direct cost savings, unbundling transmission costs from the OREC funding
mechanism for OSW generators provides the potential for additional benefits.

By removing the development and construction of some or all of the transmission assets and
associated costs from the OSW generators’ responsibility, and relying on transmission developers
to design and construct those assets, New Jersey will see a decrease in OREC prices for OSW
generation. Transmission costs associated with transmission developer projects would be
removed from the OREC price and instead be included in the transmission portion of the ratepayer
bill, alongside other transmission investments intended to prepare the grid for changing system
conditions. Additional cost savings are likely to result from unbundling because OSW generators
typically increase their bids (sometimes called “risk premiums”) to account for the uncertainty in
how much transmission upgrades will cost and how long they will take to implement. Potential
impacts on project schedule from outside factors, such as scheduling and approvals at PJM and
FERC, would also be removed from the OREC. How much of the costs will be removed from
OREC prices will depend on the scope of unbundled transmission facilities procured, and the
certainty that the projects will be available to the OSW generators when needed.

26 Building for the Future Through Electric Regional Transmission Planning and Cost Allocation and
Generator Interconnection, Comments of the Board of Public Utilities at 6-7, FERC Docket No. RM21-17
(Aug. 17, 2022) (citing PJM Interconnection, Offshore Wind Transmission Study: Phase 1 Results 18-20
(2021); Brandon W. Burke, Michael Goggin, & Rob Gramlich, Offshore Wind Transmission White Paper 14
(2020)).
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While the Board anticipates OREC prices to be significantly reduced as a result of utilizing a
coordinated transmission approach, not all of the OREC price reduction directly results in savings
to New Jersey’s ratepayers. A portion of the OREC price decrease is simply a transfer of cost
recovery from the OREC funding mechanism to transmission rates, which the TOs file and FERC
approves, similar to the process used to recover costs of other RTEP transmission projects. Even
though some of the costs are in fact transferred from OREC to FERC-regulated transmission
rates, Staff’'s analysis shows substantial net savings to ratepayers resulting from a coordinated
transmission approach, as detailed further below.

Additionally, while current federal tax policy favors generator ownership of offshore transmission
facilities, all other things being equal, the U.S. Department of Energy (“DOE”) is in the process of
setting up additional programs that may be available to provide financial support for offshore wind
transmission facilities that are not currently available. Thus, as offshore wind transmission
technology matures and federal tax policy shifts, Staff anticipates that its analysis of future
offshore facilities may yield even more positive savings.

Reducing Environmental Impact

Developing new transmission infrastructure in a coordinated manner can reduce the adverse
impacts on the environment inherent in all new transmission projects. As noted in the EMP, a
coordinated transmission approach may substantially improve environmental outcomes by
reducing the number of new transmission facilities necessary to interconnect OSW, and may
significantly reduce the time and cost needed for permits. As highlighted above, a bundled
approach would require a substantial number of unique construction efforts, which could cause
environmental impact to a range of communities and municipalities throughout the State. In
general, project development is improved when environmental impacts to communities are
reduced. This benefit is maximized if impacts can be limited to a single construction effort along
the fewest possible Transmission Corridors, instead of multiple construction efforts that may
otherwise be necessary to connect to an advantageous POI.

A coordinated approach affords the opportunity to reduce the number of landfall points by
developing one or more designated Transmission Corridors that would be utilized by multiple
OSW generation projects. Developing a Coordinated Transmission Corridor that can
accommodate more than one OSW project and would be permitted and developed in a single
construction effort, can reduce the number of regulatory siting proceedings and minimize
disruption to communities along that Transmission Corridor. The competitive and advanced
nature of a coordinated transmission solicitation provides an opportunity for transmission
development experts to propose various cost-effective solutions that minimize environmental
disruption, and allows the assessment of these solutions’ relative merits and limitations with
respect to environmental and permitting concerns. Unbundling OSW transmission and generation
further enables New Jersey to leverage the extensive and specific expertise of each type of
developer — generation and transmission. Transmission developers have extensive experience
obtaining the necessary approvals - federal, state and local - to implement the large-scale
transmission projects that the State needs to reliably and efficiently deliver on its OSW goals.
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Reducing Schedule and Regulatory Risk

Under the bundled approach, design and construction of the transmission components are part
of the PJM interconnection queue process, and are planned to occur at a specific point in the
overall project’'s schedule, generally years after the development of the generation component
begins. Any delays in the PJM interconnection process are not easily accommodated due to the
complexity of developing the OSW project as a whole and the interdependence of both the
generation and transmission components’ schedules. In fact, recently, PJM’s interconnection
process has been slowed as the regional operator is flooded with many new interconnection
requests.

By contrast, unbundled transmission projects are designed prior to the start of the generation
project schedule, so that the transmission component is completed and is ready when needed by
the generation project. This reduces the overall risk associated with a bundled OSW project
schedule. These anticipated benefits are particularly robust for onshore system upgrades, which
must be constructed in either the bundled or unbundled scenario, and are often a long lead-time
item for connecting an OSW project to the grid.

Reducing the Number of Onshore Corridors

To enable the beneficial environmental and community outcomes described above, coordinated
solutions should seek to minimize the number of landfall points and onshore Transmission
Corridors utilized to deliver the maximum amount of OSW.

Each landing point and Transmission Corridor involves careful planning, coordination, and
construction efforts including Rights of Way (“ROW?”) disturbance that may take place over several
years. It also requires installation of underground Duct Banks and access Cable Vaults to
accommodate HVAC or HVDC electric transmission cables.

As highlighted above, a bundled approach would require a substantial number of unique
construction efforts, which could impact a range of communities and municipalities throughout the
State. In general, project development is improved when impacts to communities are reduced.
This benefit is maximized if impacts can be limited to a single construction effort along the fewest
possible Transmission Corridors, instead of multiple construction efforts that may otherwise be
necessary to connect to an advantageous POI.

Aside from the environmental impact benefits described above, a reduced number of
Transmission Corridors also lays the foundation for future growth of OSW goals, including the
newly-mandated 11,000 MW of OSW through EO 307. In particular, using a single Transmission
Corridor enables other potentially suitable POls to remain available for future efforts above and
beyond current goals.

Therefore, there are tremendous benefits of limiting the number of landfall points and
Transmission Corridors by having common, or consolidated, Cable Routes that can serve multiple
OSW projects. Limiting the number of Transmission Corridors will limit design risks and can
reduce the overall disturbance to both communities and the environment.
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Transmission Procurement Options

OWEDA authorizes the Board to conduct transmission-only solicitations for open access OSW
transmission facilities designed to deliver OSW electricity.?” Having outlined the substantial
potential benefits of an unbundled, coordinated transmission approach, the Board sought an
avenue to procure the widest range of potential options, with the highest degree of ratepayer
protections, at the lowest reasonable cost, and determined that incorporating the States’ offshore
wind transmission goals into the PJM regional planning process represented the best way of
moving forward. The PJM tariff allowed for a New Jersey-initiated Transmission Project
solicitation through the PIJM SAA.

New Jersey-Initiated Transmission Solicitation & the PJIM SAA Process

A New Jersey-initiated Transmission Project solicitation requires close coordination between the
State, PJM, and transmission-owning utilities both inside and outside of New Jersey. OWEDA
specifically allows the Board to identify its transmission needs and conduct a competitive
solicitation similar to the OSW generation solicitations, but aimed at achieving the State’s
transmission-related OSW goals. Any competitive solicitation includes development of a
Transmission Project solicitation guidance document, receipt and evaluation of responses to the
solicitation, and the Board award of Transmission Projects.

In New Jersey and other Mid-Atlantic states, the transmission planning process is based on a
detailed set of FERC-approved rules, implemented by PJM. Therefore, any new transmission
facilities need to be conducted in close coordination with PJM, and particularly with the PJM
RTEP? process. These rules determine how and when to expand and enhance the regional grid
and also outline a highly competitive, robust procurement structure to select certain Transmission
Projects, specifically those focused on transmission expansion. The annual RTEP identifies the
needed transmission enhancements five years into the future, and it projects enhancements likely
to be needed over the next fifteen years.? RTEP considers changes to grid demand profiles and
the availability of power generation facilities.

In order to better accommodate state public policy needs into the regular RTEP cycle, PIM
created the SAA to better enable states to incorporate their policy goals into the RTEP and to
utilize PUM’s competitive transmission solicitation process. The SAA is an optional mechanism
enabling pathways for states to pursue their public policy objectives, under the condition that the
state or states agree to voluntarily assume responsibility for all costs of the Transmission Project

27 N.J.S.A. 48:3-87.1(e) (“Notwithstanding any provision of P.L.2010, c. 57 (C.48:3-87.1 et al.) to the
contrary, the Board may conduct one or more competitive solicitations for open access offshore wind
transmission facilities designed to facilitate the collection of offshore wind energy from qualified offshore
wind projects or its delivery to the electric transmission system in this State.”).

28 See PJM Manual 14B.

29 For more information, see PJM’'s Learning Center website, https://learn.pjm.com/three-
priorities/planning-for-the-future.
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selected through the SAA.3 The PJM Operating Agreement specifies that a state can follow a
process, first used under the Board’s request described below, to identify and select a public
policy project.3!

New Jersey’s SAA

By Order dated November 18, 2020 (“November 2020 Order”), the Board formally requested that
PJM incorporate New Jersey’s OSW goals into the PIM RTEP transmission planning process via
the SAA .32

New Jersey’s SAA Process

Prior to the issuance of the November 2020 Order, Staff engaged PJM for approximately six
months in collaborative scoping discussions to determine the optimal pathway to achieve the
State’s then-current OSW goal of 7,500 MW. This effort included a two-phased approach to
identifying grid injection locations and corresponding MW amounts in New Jersey to support the
State’s offshore wind targets through 2035. These efforts allowed identification of default
violations (or “problems” with the bulk electric grid) needed to develop a competitive solicitation
process. PJM’'s Phase 1 work commenced in April 2020 and entailed a screening analysis of
over 100 potential in-state POls to identify those most capable of supporting the State’s OSW
goals.

PJM’s Phase 1 analysis® was based on standard linear first contingency transfer capability
analyses using 2025 RTEP base cases for summer, winter, and light load conditions. PJM’s
Phase 1 work assumed that Ocean Wind | would install its own transmission cables to the two
POls identified in Ocean Wind I's bid, and that Ocean Wind | would not otherwise be part of an
SAA Solution. PJM’'s Phase 1 results included desktop-level cost estimates for onshore Cable
Routes from Shore Crossings to the POls studied, using generic cost-per-mile values for
overhead lines and underground cables. PJM also performed a single generator deliverability
analysis to determine required transmission system upgrades and their costs. PJM’s Phase 1
results identified a suite of potential POls capable of enabling New Jersey’s 7,500 MW goal.

In order to narrow the identified POIs into a single default case necessary for a potential SAA
solicitation, Staff selected three scenarios of multiple POIls, deemed preferred from PJM’s Phase
1 analysis, for further study.>* These Phase 2 studies provided sufficient information for Staff to

30 See PJM Operating Agreement, Schedule 6, Section 1.5.9(a); PJM Tariff, Schedule 12(b)(xii)(B).
31 PJM Operating Agreement, Schedule 6, Section 1.5.9(a); PIM Tariff, Schedule 12(b)(xii)(B).

32 |n the Matter of Declaring Transmission to Support Offshore Wind a Public Policy of the State of New
Jersey, BPU Docket No. Q020100630, Order dated November 18, 2020 (“November 2020 Order”).

33 The analysis, not public, is summarized here to show how it informed the Board’s early decisions in the
SAA process.

34 Staff determined that any coordinated transmission approach would need to support the full 7,500 MW
goal, therefore POls supporting just 3,500 MW were not selected for further study.
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recommend that the Board initiate the SAA process, and enabled identification of violations that
would be necessary for PIM to initiate a competitive transmission solicitation under its approved
RTEP processes.

Based on these screening analyses, prior stakeholder input, Staff evaluation, and the potential
benefits of coordinated transmission for OSW, the Board issued the November 2020 Order,
formally setting out the transmission needs of the State to reach its OSW goals to be addressed
by a competitive so