STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES

IN THE MATTER OF THE PETITION OF

PUBLIC SERVICE ELECTRIC AND GAS | BPUDOCKET NO.: EM09010035
COMPANY FOR A DETERMINATION ,

PURSUANT TO THE PROVISIONS OF CERTIFICATION
N.J.S.A. 40:55D-19 ?

(SUSQUEHANNA- ROSELAND)

I, Catherine E. Tamasik, of true age, make this certification in support of the motion of
the Municipal Intervenors, the Environmental Intervenors and Stop the Lines! in support of their
motion to dismiss the Petition of Public Service Electric and Gas Company, and I say as follows:

1. Attached as Exhibit 1 is a true and correct copy of McGlynn Response to
Municipal Intervenors’ Request 24. V

2. Attached as Exhibit 2 is a true and correct copy of McGlynn Response to
Municipal Intervenors' Request 17.

3. Attached as Exhibit 3 is a true and correct copy of Reynolds Response to BPU
Staff Interrogatory S-PP-45.

4, Attached as Exhibit 4 is a true and correct copy selected sections of PIM 2009
Quarterly State of the Market Report.
5. Attached as Exhibit 5 is a true and correct copy of McGlynn Response to

Municipal Intervenors’ Request 26.



6. Attached as Exhibit 6 is a true and correct copy of Testimony of Karl Pﬁrrmainn,
President, PJM Interconnection, at FERC Technical Conference, May 13, 2005 (included in
PSE&G Discovery Response STL-D-6(a)).

7. Attached as Exhibit 7 is a true and correct copy of PJM Amendments to Schedule
12 — Appendix of the PJM Tariff to reflect the assignments of cost responsibility for five baseline
upgrades in RTEP (included in PSE&G Discovery Response STL-D-16a (selected section
sections)).

8. Attached as Exhibit 8 is a true and correct copy of FERC Order Accepting Cost
Responsibility Assignments, January 28, 2009, PSE&G Discovery Respoﬁse Exhibit STL-D16d.

9. Attached as Exhibit 9 is a true and correct copy of Ilinois Commerce
Commission, et al., v. Federal Energy Regulatory Commission, Nos. 08-1306, 08-1780, 08-2071,
08-2124, 08-2239 (7th Cir. Aug. 6, 2009).

10.  Attached as Exhibit 10 is a true and correct copy of Highlands Council Press
Release, May 19, 2009.

11.  Attached as Exhibit 11 is a true and correct copy of PSE&G Letter, August 14,
2009.

12. Attached as Exhibit 12 is a true and correct copy of Electricity Prices Plummet,
Wall Street Journal, Aug. 12, 2009.

13.  Attached as Exhibit 13 is a true and correct copy of PSEG Press Release — PSEG
Announces Third Quarter Results.

14.  Attached as Exhibit 14 is a true and correct copy of NYISO & ISO-New England

letter, Feb. 4, 2009.
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15.  Attached as Exhibit 15 is a true and correct copy of Testimony of Paul A. DeCotis
before United States Senate Committee on Energy, Mar. 26, 2009.

16.  Attached as Exhibit 16 is a true and correct copy of letter of Northeast and Mid-
Atlantic Governors, May 4, 2009.

17.  Attached as Exhibit 17 is a true and correct copy of McGlynn Response to
Municipal Intervenors’ Request 13;

18.  Attached as Exhibit 18 is a true and correct copy of Jacober Responses to Stop the
Lines Requests 4 and 5.

19 Attached as Exhibit 19 is a true and correct copy of McGlynn Response to
Municipal Intervenors’ Request 22.

20.  Attached as Exhibit 20 is a true and correct copy of Surprise Drop in Power Use

Delivers Jolt to Utilities, Wall Street Journal, Nov. 21, 2008.

I hereby certify that the foregoing statements made by me are true. I am aware that if any

of the foregoing statements made by me are willfully false, I am subject to punishment.

.
Catherine E. Tamasik

Dated: November 6, 2009
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EXHIBIT 1



RESPONSE TO MUNICIPAL INTERVENORS
REQUEST: MUNIS-GENERAL-24

WITNESS(S): MCGLYNN
PAGE 1 OF 1

SUSQUEHANNA-ROSELAND(2)

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
DEMAND RESPONSE

QUESTION:

How does PJM forecast that there will not be sufficient generation or demand response in 2012
to address all of the identified reliability criteria violations without having determined the levels
of new generation and demand response that would be required to offset the need for the Project?

ANSWER:

PJM has evaluated the generation and demand response resources projected to be available in
2012, per approved procedures, and has found them to be insufficient to offset the need for the
Susquehanna — Roseland project, since violations of reliability criteria exist even considering the
availability of those resources. These procedures are described in PJM Manual 14-B.



EXHIBIT 2



RESPONSE TO MUNICIPAL INTERVENORS
REQUEST: MUNIS-GENERAL-17

WITNESS(S): MCGLYNN
PAGE 1 OF 1

SUSQUEHANNA-ROSELAND(2)

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
RTEP ANALYSIS

QUESTION:
Provide RTEP analyses from PJM for 2002 to the present.

ANSWER:
See RTEP Reports at: <http://www.pjm.com/documents/reports/rtep-report.aspx. Prior to 2005>,
RTEP results were provided in Baseline Reports which can be accessed at:

http://www.pjm.com/planning/rtep-development/~/media/planning/rtep-dev/baseline-

reports/2004-rtep-baseline-rpt.ashx

http ://www.pjm.com/planning/rtep—development/~/media/planning/rtep-dev/baseline-reports/ 1st-
addendum-2004-baseline.ashx

http://www.pjm.com/planning/rtep-development/~/media/planning/rtep-dev/baseline-
reports/2003-rtep-baseline-rpt.ashx
http://www.pjm.com/planning/rtep-development/~/media/planning/rtep-dev/baseline-
reports/20050113-addendum-rtep.ashx ‘

http://www.pjm.com/planning/rtep-development/~/media/planning/rtep-dev/baseline-

reports/2nd-addendum-2003-rtep-report.ashx

http://Www.pjm.com/planning/rtep_—development/~/media/planning/rtep-dev/baseline-reports/ 3rd-

addendum-2003-rtep-report.ashx
http://Www.pjm.com/planning/rtep-development/~/media/planning/rtep-dev/baseline-reports/4th-
addendum-2003-rtep-report.ashx _
http://www.pjm.com/~/media/planning/rtep-dev/baseline-reports/2003-rtep-baseline-rpt.ashx
http://www.pjm.com/~/media/planning/rtep-dev/baseline-reports/2002-rtep-baseline-report.ashx

http://www.gjm.com/~/media/planning/rtep_-dev/baseline—reports/20030505-addendum-rtep.ashx
http://www.pjm.com/~/media/planning/rtep-dev/baseline-reports/second-addendum-to-2002-
rtep-baseline-report.ashx
http://www.pjm.com/~/media/planning/rtep-dev/baseline-reports/2002-3rd-addendum-
baselin.ashx
http://www.pjm.com/~/media/planning/rtep-dev/baseline-reports/fourth-addendum-2002-rtep-
baseline.ashx
http://www.pjm.com/~/media/planning/rtep-dev/baseline-reports/fifth-addendum-2002-rtep-
baseline.ashx
http://www.pjm.com/~/media/planning/rtep-dev/baseline-reports/sixth-addendum-2002-rtep-
baseline.ashx

http://www.pjm.com/~/media/planning/rtep-dev/baseline-reports/ seventh-addendum-2002-rtep-

baseline.ashx




EXHIBIT 3



RESPONSE TO STAFF
REQUEST: S-PP-45
WITNESS(S): REYNOLDS
PAGE 1 OF 1
SUSQUEHANNA-ROSELAND

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
ENERGY EFFICIENCY, LOAD FORECAST

QUESTION:

Page 7, lines 21-26 and Page 8, lines 1-7 of Witness Reynolds testimony states that subsequent to
the 2009 PJM Load Forecast Report, PJM will include as an explicit adjustment to the load
forecast any energy efficiency programs that will have cleared in an RPM auction and that
demand side and conservation initiatives will be included in PJM’s planning process to the extent
that the programs have been developed and PJM can determine to a degree of specificity and
certainty that the impacts can be achieved. How and when will PJM make an explicit adjustment
the load forecast using the RPM auction results? How does PJM determine what demand side
and conservation initiatives are achievable?

ANSWER:

Energy Efficiency programs will be eligible to offer into the 2012/13 Base Residual Auction in
May, 2009. The cleared EE amounts will be reflected in the 2010 Load Forecast Report. PJM
has determined that cleared EE will have a specificity (established through a measurement and
verification protocol) and certainty (established through financial commitment) to be included in
the planning process.
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EXHIBIT 5



RESPONSE TO MUNICIPAL INTERVENORS
REQUEST: MUNIS-GENERAL-26

WITNESS(S): MCGLYNN
PAGE1OF1

SUSQUEHANNA-ROSELAND(2)

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
RELIABILITY VIOLATIONS

QUESTION:

How much of the transmission capacity of the Project is necessary to avoid PJM’s projected
reliability criteria violations by 2012? Does the Project facilitate capacity that would avoid
reliability criteria violations projected beyond 20122

ANSWER:

PJM has not calculated transmission required to resolve only the reliability criteria violations
identified in 2012. As shown in Exhibit PFM-1, some violations first occur in years after 2012.
The Project was approved because it resolves reliability criteria violations such that most of them
are not expected to occur until 2022 or later.



EXHIBIT 6



RESPONSE TO STOP THE LINES
REQUEST: STL-D-6
WITNESS(S): HERLING

PAGE 1 OF 1
SUSQUEHANNA-ROSELAND

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
FERC DOCUMENT NO. AD-05-3-00

QUESTION:

Copies of all PJM documents, including but not limited to filings, comments, remarks,
testimony, filings, agendas, reports, meeting preparation, communications within PJM and
between PIM and FERC, etc. regarding FERC Docket No. AD-05-3-000, including those for
FERC and/or PJM meetings, workgroups, technical conference and subsequent workgroups.

ANSWER:

Please refer to Exhibits STL-D-6 (a and b). This docket refers to the FERC Technical
Conference in Promoting Regional Transmission Planning and Expansion to Facilitate Fuel
Diversity Including Expanded Uses of Coal-Fired Resources. Mr. Karl Pfirrmann submitted
testimony in Docket No. AD05-3-000 and testified at the FERC Technical Conference on May
13, 2005 on behalf of PIM. i

Mr. Pfirrmann’s testimony is attached as STL-D-6(a).
A transcript of the FERC Technical Conference is attached as STL-D-6(b).

A Working Group presentation can be accessed at:
http://www.pim.com/~/media/committees-groups/stakeholder-meetings/pmsg/20050803-pmsg-
presentation.ashx

The 2006 RTEP Report summarizes this concept in Section 4.2, page 119, available at:
http.//www.pim.com/documents/reports/rtep-report/2006-rtep.aspx

If additional documents become available in response to this request they will be provided.



STL=D=6(a)

Craig A. Glazer
Vice President - Governmental Policy
PJM Washington Office
{202) 393-7756 ,FAX {202} 393-7741
e-mail: glazec@pjm.com

May 12, 2005

The Honorable Magalie R. Salas, Secretary
Federal Energy Regulatory Commission
888 First Street, N.W.
Washington, D.C. 20426 .
Re:FERC D - ocket Nos. AD05-5-000, PL03-1-000
Dear Ms. Salas:
Enclosed is the testimony of Kar] Pfirrmann, President, PJM Interconnection, L.L.C; :
Western Region for the Technical Conference to be held May 13, 2005.
Please call me at 202-423-4743 with any questions concerning this filing.

Sincerely,

Craig Glazer

Craig Glazer
Vice President,

Federal Government Policy
PJM Interconnection, L.L.C.

Service With Integrity

1200 G. Street, N.W, Sul're 600 « Washington, D.C, 20005



UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Promoting Regional Transmission Planning Docket No. AD05-3-000
And Expansion to Facilitate Fuel Diversity
Including Expanded Use of Coal-Fired Resources

EXECUTIVE SUMMARY OF REMARKS OF KARL PFIRRMANN
PRESIDENT, PJM WESTERN REGION
PJM INTERCONNECTION, L.L.C.

In his testimony before the Commission’s Technical Conference on fuel
diversity and expanded use of coal-fired resources, PJM Western Region President
Karl Pfirrmann details the accomplishments of the Commission and the states in the
region in opening up markets for coal-based resources. He then outlines a potential
“road map”, dubbed “Project Mountaineer”, to further enhance opportunities for
interregional trade. Mr. Pfirrmann describes, by way of example, the potential for
new transmission resources in the region to enhance opportunities for coal based
generation to reach eastern markets. His testimony outlines the benefits to the coal
region of such interregional trading and then describes some of the regulatory and
environmental challenges that the region must tackle. He pledges PJM’s
commitment, working through its transparent and open regional transmission
planning process, to explore these issues in further detail.

PJM serves as the Commission-approved Regional Transmission
Organization (“RTO”) in a thirteen state region which includes all or part of the
states of West Virginia, Kentucky, Virginia, Tennessee, Ohio, Indiana, Illinois,
North Carolina and Michigan as well as the mid-Atlantic states of New Jersey,
Pennsylvania, Delaware, Maryland and the District of Columbia. As the RTO, PIM
serves as both the “air traffic controller” ensuring the reliability of the high voltage
grid as well as the operator of a robust competitive and transparent wholesale
market for electricity. Coal-fired generation accounted for over 56% of the
electricity produced for PJM in 2004.

Mr. Pfirrmann’s testimony outlines three key points:

1. The “R” in “RTO” means benefits for this region---The integration of
American Electric Power (“AEP”), Allegheny Energy,
Commonwealth Edison, Duquesne, Dayton Power and Light and
Dominion into PJM, most of which occurred during the last several
months, has already increased market opportunities for this region’s




generation resources. Interregional power flows have increased by
approximately 35%, representing off-system sales that potentially
benefit both the mid-Atlantic region and the consumers in this area;

2. An _unprecedented level of interregional coordination has commenced ---
The agreements reached between PJM and the Midwest ISO, as well
as between these two entities and TVA have established the
foundation for an unprecedented level of coordinated planning and
interregional coordination;

3. “Project Mountaineer” is an example of how the region can take
coordinated regional planning to the next level---By way of example,
PJM outlines the scope of transmission projects that would be needed
to significantly enhance the ability of coal based resources to reach
eastern markets. Transmission enhancements include potentially 550
to 900 miles of new backbone 500 or 765 kv transmission at an
approximate cost of $3.3 to $3.9 billion. Although a large number, if
such costs are spread to all customers within the PJM footprint, the
cost to a typical retail customer would amount to only one mill/kwh.

In closing, PJM pledges to work with the Commission, the states and
transmission owners in this region as well as with other interested persons to
further explore the potential for enhancing interregional trade and finding
solutions that pay benefits to consumers in this region as well as throughout
the Eastern Interconnection.

PJM Interconnection ensures the reliability of the high-voltage electric power
system serving 51 million people in all or parts of Delaware, Indiana, 1llinois,
Kentucky, Maryland, Michigan, New Jersey, North Carolina, Ohio, Pennsylvania,
Tennessee, Virginia, West Virginia and the District of Columbia. PJM
coordinates and directs the operation of the region’s transmission grid;
administers a competitive wholesale electricity market, the world’s largest; and
plans regional transmission expansion improvements to maintain grid reliability
and relieve congestion.



UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Promoting Regional Transmission Planning Docket No. AD05-3-000
and Expansion to Facilitate Fuel Diversity
Including Expanded Uses of Coal-Fired Resources

TESTIMONY OF KARL PFIRRMANN, PRESIDENT
PJM WESTERN REGION
PJM INTERCONNECTION, L.L.C.

PJM Interconnection, L.L.C. (“PJM”) is pleased to participate in the
Commission’s efforts to focus on regional transmission planning and its role in
facilitating fuel diversity and use of coal resources. This conference is most timely.
PJM is proud of what has been accomplished to date to open up new markets for
coal. But no entity should just rest on its laurels. There is much more that we and
others in this region can do collectively. It is for this reason that today PJM is also
setting out by way of example, a new initiative, which we have labeled “Project
Mountaineer”, to utilize our regional transmission planning process to explore ways
to further develop an efficient transmission “super-highway” to bring low cost coal
resources to market.

PJM serves as the FERC-approved Regional Transmission Organization
(“RTO”) in a thirteen state region which includes all of this great state as well as all
or parts of Kentucky, Virginia, Tennessee, Ohio, Indiana, Illinois, North Carolina
and Michigan as well as the mid-Atlantic states of New Jersey, Pennsylvania,
Delaware, Maryland and the District of Columbia, a region of 45 million people. As
the RTO, we serve as both the “air traffic controller” ensuring the reliability of the
high voltage grid as well as the operator of a transparent wholesale market for
electricity. Coal is a key resource in PJM, accounting for over 56% of the total
electricity produced during 2004. My basic message can be summarized as follows:

1. The “R” in “RTO” Means Benefits for This Region---One of the
functions of an RTO is to engage in regional transmission planning.
Since its inception as an independent entity, PJM has a proven
transparent regional planning process that has already identified
over $1 billion in transmission improvements, all designed to
improve the reliability and economics of power flows in this region.
The recent expansion of PJM to include the AEP, Allegheny Power,
Dayton, Dominion, Duquesne and Commonwealth Edison systems
_brings the proven benefits of PJM’s regional planning process to
coal country;




2. Inter-Regional Coordination is Ongoing at the Highest Level--- PIM
and MISO are working together to undertake regional planning for
their combined 27 state footprint. We have joined together to pioneer
an historic Joint Operating Agreement which calls for coordinated
planning and cost allocation to end many of the stalemates of the past.
The two entities recently signed a Memorandum of Understanding
with TVA to further coordinate planning and operations activities
and bring down many of the past barriers to interregional
coordination. In short, PJM, MISO and TVA have not just “talked
the talk”, they are “walking the walk”;

3. Much Has Been Accomplished: Significant Increased Power Flows--As
a result of the expansion of PJM, we have seen dramatic increases in
the amount of power flowing from this region into “classic” PJM,
including from coal-based generation, as illustrated on exhibit A
attached to my testimony. I should note that these power flows are a
good news story for electric customers in this region. A utility’s lowest
cost resources first go to serve its native load customers consistent
with its state service requirements. These “off system” sales represent
generation, over and above that needed to serve native load, available
to serve other regional demands at lower cost. Off system sales are
then eligible for consideration in each company’s retail ratemaking
process consistent with individual state requirements;

4. Taking Regional Planning to the Next Level: “Project Mountaineer”--
We are today illustrating by way of example, a proposed “Project
Mountaineer”. Our goal is to demonstrate the possibilities that could
result from a targeted cooperative effort to identify additional
transmission that could be built in this region to facilitate fuel
diversity and improve options for economic generation resources. At
this early stage, Project Mountaineer should not be considered a
proposal for any specific transmission line. Rather it reflects our
commitment to utilizing our Regional Transmission Expansion
Planning process involving the states, the FERC, the transmission
owners in this region and affected stakeholders, to explore new
transmission opportunities to improve reliability and to enhance
access to markets for this region’s valuable low-cost energy resources.

The balance of my testimony will explore these matters in further detail.



L MOVING BEYOND THE PAST: REGIONAL PLANNING THAT
MEETS 21 CENTURY NEEDS

The Evolution of Regional Transmission Planning

1. The Origins of Transmission Planning---From the beginning of the
electric industry, transmission was always considered as a component of
major generation projects. As early as Thomas Edison’s development of the
Pearl Street substation in New York City, transmission was developed to link
local generation to local load. Rarely, if ever, was transmission constructed
as a stand alone asset not linked to development of a specific planned
generation project. Individual utilities each undertook their own planning
processes designed to meet their individual state service obligations and their
own customer needs. In short, the basis of transmission planning was not to
facilitate flows between regions but rather to deliver the output of a utility’s
own generation to its customers.

Of course, there are some notable early examples of regional planning
approaches. PJM Interconnection was formed back in 1927 as a stand alone
association of transmission companies in order to manage a shared backbone
system designed originally to deliver power from a hydro-electric facility
along the Susquehanna River to load centers throughout Pennsylvania, New
Jersey and Maryland. Later, PJM transmission owners worked
collaboratively to build the 500 kV transmission system to deliver jointly
owned coal and nuclear generation to customer load. By the same token, in
this region, large holding companies such as AEP and Allegheny Energy
sited generation in strategic locations near to the coal fields of the Ohio and
Kanawha River valleys and built robust multi-state transmission systems to
deliver that generation to customers as far away as Fort Wayne, Indiana and
Hagerstown, Maryland. There certainly was a degree of sharing and
cooperation among utilities at that time. However, for the most part,
transmission was designed to serve individual utility needs.

2. Ensuring Competitive Access to the Transmission Grid---The world of
transmission planning changed dramatically with Congress’ passage of the
Energy Policy Act of 1992. Under that law, Congress embraced wholesale
competition in electricity as the law of the land, creating a whole new class of
exempt wholesale generators to compete in a competitive market. EPACT as
well as subsequent Orders of this Commission, including its landmark
Orders 888 and 2000 opened the transmission grid to competitors allowing
merchant generation to have the same rights to access the transmission grid
as the utility’s own generation. In short, transmission was treated like the
interstate highway system, providing open non-discriminatory access to all
users.




In moving to embrace competition the challenge remained to ensure
that the system served the region reliably while still meeting local needs. PJM
undertook to meet this challenge from its inception as an independent
organization in the late 1990’s. The states in the original PJM mid-Atlantic
region insisted that PJM move forward with establishing a regional planning
process prior to instituting competitive wholesale markets. That process has
grown over time to become recognized as omne which is robust and
transparent. The PJM planning process takes a “big picture” look to ensure
that there is sufficient transmission infrastructure to meet projected
reliability needs and to relieve congestion in areas where market solutions do
- not arise. The states are involved in this planning process. To date, over $1
billion of transmission investment has either been constructed or is under
development as a result of PJM’s planning process. An outline of that
process and the “next steps” associated with its further development are
outlined in the testimony of my colleague Audrey Zibelman which is attached
to this testimony.

II.  ENHANCING INTERREGIONAL POWER FLOWS: SUCCESSES
TO DATE

The Expanding PJM Footprint Has Increased West to East Power
Flows

Although American Electric Power, Dayton, Dominion, Duquesne, and
Commonwealth Edison have only been in PJM for less than one year (and in
the case of Dominion, only since May 1 of this year), we have already seen a
dramatic increase in west to east power flows. Specifically, as a result of these
companies joining a Regional Transmission Organization, many of the
constraints that served to adversely impact power flows have been
internalized---redispatch of generation in response to locational marginal
pricing has been used to manage congestion on transmission lines rather than
simply curtailing transactions. Secondly, and perhaps most notably, this
Commission has eliminated the “through and out” rates between AEP and
Commonwealth Edison on one side and PJM on the other as well as between
the Midwest ISO and PJM regions as a whole. These “through and out rates”
served as a significant barrier to the economical flow of coal-based energy to
eastern markets. They acted as artificial toll gates, adversely impacting the
economics of coal based resources in this region compared to sources of
generation which happened to be located on the other side of the “toll gate”.
The Commission should be applauded for taking this groundbreaking step.

Our Joint Operating Agreement with the Midwest ISO as well as our
Joint Reliability Coordination Agreement among the Midwest ISO, PJM and
TVA serve as a key third leg of the stool. These agreements and the
development of a joint and common market between the very large PJM and
MISO control areas will work to improve reliability, enhance regional



trading and allow us to plan optimal transmission solutions irrespective of
whether a particular company is a member of PJM or the Midwest ISO or
within the TVA footprint.

III. THE NEXT STEP: “PROJECT MOUNTAINEER”

The Commission has properly asked what are the present
impediments to additional interregional trading. I would like to take a
moment to outline some of those impediments and a potential solution: an
intensive stakeholder effort to further strengthen the region’s transmission
backbone and provide support for harnessing this region’s efficient low cost
generation to meet our economy’s growing demand for power. We have
dubbed this initiative “Project Mountaineer”. I wish to be very clear. The
project is not to be seen as specific wires and towers at this point, but rather
a targeted effort to use our regional planning tools to identify the region’s
need in a comprehensive manner across a very large footprint. The goal is to
focus on all aspects of harnessing the existing and planned generation in this
region to meet the needs of the broader PJM market. And because the
process is undertaken by PJM in the context of its approved independent
regional transmission planning process, we view this effort as one where facts
and figures will prevail so as to limit claims that the data represents just the
economic interests of a particular group of stakeholders.

A. Present Impediments to West/East Trade

Although west to east power flows have increased by approximately
35% since the integration of Allegheny, AEP, Commonwealth Edison,
Dayton, and Duquesne into PJM, there remain certain physical constraints
on the transmission system that have limited further flows of coal based
generation to markets in the east. These constraints are depicted on Exhibit
B and principally exist at three locations:

The Wylie Ridge transformers and Sammis-Wylie Ridge transmission
line at the AEP/APS/FE interface;

The Bedington/ Black Oak 500 kV transmission line within the APS
system; and

The PJM Eastern Interface along the Delaware River, separating
Pennsylvania and New Jersey.



B. Key Features of Project Mountaineer

In order to set forth by way of example potential resolutions of these
constraints on west/east power flows, PJM has undertaken a preliminary
delineation of the magnitude of the transmission improvements that are
needed to enhance power flows by up to 5,000 MW. As Exhibit C indicates,
to meet this targeted increase in power flows, two or more new backbone
500 kv and 765 kv transmission paths of approximately 550 to 900 miles in
length will need to be constructed from Kentucky and West Virginia to
eastern load centers stretching from Washington, D.C. to northern New
Jersey. Although there is some existing right of way associated with existing
facilities which could be upgraded to handle lines of this magnitude, a great
deal of new right of way will be needed. PJM estimates the cost of this new
transmission to range from approximately $3.3 to $3.9 billion. Although this
is clearly a costly undertaking, it is worth noting that one study recently
translated $ 4 billion in new transmission investment to equate to only 1
mill/kwh on a typical residential bill if such costs were spread across the
entire PJM footprint.’

C. Project Mountaineer’s Challenges

There remain considerable challenges to construction of transmission
of this magnitude. I raise these challenges not to indicate that the initiative is
not worth undertaking, but rather to ensure that we all have a realistic
assessment of issues we will need to overcome as a region. The challenges
which construction of this magnitude will face fall into a number of
categories. I have outlined them below along with potential solutions for
each:

1. Siting - High voltage transmission to move power from the
coal fields of Ohio, Kentucky and West Virginia to markets along the eastern
seaboard will require the siting approval of anywhere from three to six
states. Consistent with individual state siting laws, each state will need to
address and balance the need for the facility with its attendant
environmental impact. For this siting process to be successful, it is critical
that states work together, to look at not just individual state impacts but the
benefits for the region as a whole in strengthening the interstate electric grid.
As we all know too well, any one state can slow down the siting process. In
order to ensure an orderly approach, we envision the PJM Regional
Transmission Expansion Planning process as providing a forum where states
can come together to work through issues associated with the need for these
transmission facilities and help to craft multi-state solutions. Each state’s
sovereignty over the siting process would be respected but the critical

! “PJM — The Need for Interstate Bulk Power Transmission System Expansion”, George E. Owens, P.E.,
Downes Associates, Inc., presented on April 20, 2005 to the Maryland Public Service Commission.



information and a forum for development of regional solutions would be
available for states within the PJM footprint.

2. Environmental Issues - We need to be especially proactive to
address the land use challenges that may arise with construction of this
magnitude. We may need to address difficult issues associated with
traversing national forest land and other protected areas. We will need to
collectively find routes that are the least damaging to the environment of this
region. And we will need to be cognizant that any new transmission line of
this magnitude will traverse difficult terrain---mountainous areas where
there could be considerable construction challenges as well as more urban
areas as we move closer into eastern PJM. In short, we need to go about this
process wisely and with considerable planning and forethought, including
consideration of advanced technology options to mitigate environmental
siting impacts, where feasible and to the extent possible. For any such
initiative to be successful, public acceptance and ensuring minimal
environmental disruption will be critical.

3. Cost Recovery - One of the first issues that policymakers raise
is “who pays?” In resolving this issue, we have the benefit of a body of
existing precedent within PYM. Through our regional planning process and
with FERC’s oversight, we have addressed the appropriate rules for
allocating costs associated both with economic and reliability upgrades to the
transmission system. By way of example, as an independent entity with
expertise and a proven track record, PJM can identify the portion of these
transmission facilities which are attributable to enhancing overall regional
reliability (and whose costs would therefore be spread among all customers
in the affected areas) vs. those portions of the line which are needed for
economics for which identified beneficiaries would shoulder the cost burden,
or can be attributed to the interconnection requirements of specific
generating facilities. Although these decisions are by definition judgmental,
the existence of a proven body of precedent, PJM’s independence and
transparency and FERC oversight all provide appropriate checks and
balances. Given the magnitude of any such line, we envision that the
stakeholder process envisioned under Project Mountaineer would consider
the results of applying these cost allocation principles and also work with the
states in this region to explore other alternatives to lower the financing costs
associated with the construction of these facilities.

4. Coordination Among Transmission Owners - At the beginning
of this testimony, I noted that, prior to RTOs, planning was characterized by
individual utility efforts with more limited regional coordination. The
existence of an independent entity such as an RTO changes that dynamic and
opens up new opportunities for cooperative approaches to ownership of
transmission. PJM is presently proposing a consortium approach among
transmission owners to address issues associated with aging infrastructure.




Through the consortium approach, individual entities come together to
utilize their collective buying power and needs to ensure adequate
infrastructure across the entire region. There is no reason a similar
consortium approach could not be explored under the umbrella of Project
Mountaineer. For example, public power entities have expressed interest in
ownership of transmission facilities. States in the west are considering state
financing of transmission. There are a variety of creative ownership
mechanisms that would be explored to avoid a few entities having to take all
of the risk and bear all of the cost associated with this massive construction
project. The PJM planning process would provide a forum for exploring
these consortium approaches.

D. Project Mountaineer: Next Steps

The hallmark of PJM has been its use of open stakeholder processes
to address issues which defy individual solutions. Through this process, we
have identified over 200 changes to PJM’s Operating Agreement almost all
but a handful of which have been made through a collaborative process that
have resulted in endorsement by our members. We believe that the PJM
stakeholder process, as well as dialogue with the newly formed Organization
of PJM States, could provide excellent vehicles for further exploration and
development of this project. Our collective efforts should not end there. We
pledge to work with each of the state economic development entities, the coal
industry as well as the utilities in this area who have committed to significant
new investment in coal based generation for this region. All of these efforts
would be reported to the Commission which can monitor progress.

A Regional Transmission Organization with the size and institutional
history of PJM has already brought significant benefits to this region,
enhancing reliability, increasing utilization of coal based resources and
internalizing constraints. One measure of the success of our efforts, even in
the short time since AEP, Commonwealth Edison, Dayton and Dominion
have been members of PJM, can be seen in the increased power flows in this
region. We stand ready to take our regional planning efforts to the next level-
---working with the states in the PJM region, the Midwest ISO, our
stakeholders and this Commission to roll up our sleeves and focus on
ensuring adequate transmission infrastructure to serve as a vital link for this
region’s clean coal generation to serve this country’s needs well into the 21*
century. We ask you to join us in our efforts.
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Karl V. Pfirrmann, president of the PJM Western Region, has more than 32 years of experience in the
electric utility industry. He develops, communicates and:implements strategies that support the states
and stakeholders in the western region and focuses on new members to PJM'’s existing service area.

His knowledge of the power system and the region
to PJM's west are instrumental in identifying and
meeting the needs of western regional customers.

Mr. Pfirmann came to PJM in 2003 from
Allegheny Power where he was vice president of
energy supply. His other leadership positions at
Alilegheny have been in transmission planning,
system operations and energy procurement. He
managed the integration of Allegheny's
transmission system into PJM in 2002 and has
worked closely with PJM management to develop
PJM growth in Maryland, Virginia and West
Virginia and Ohio.

Regionally, he is an executive board member for
the ECAR (East Central Area Reliability) section
of the North American Electric Reliability Council
(NERC). He has been active with the NERC
Planning Committee, EPRI (Electric Power

Research Institute), the Midwest Independent
System Operator (MISO) Development Team and
the Northeast ITC (Independent Transmission
Company) Development Team.

A native of Cincinnati, Ohio, Mr. Pfirrmann has a
bachelor of science degree in electrical
engineering from Carnegie-Mellon University.
He also has completed management training at
the University of Idaho.

PJM Interconnection ensures the reliability of
the high-voltage electric power system serving
25 million people in all or parts of Delaware,
Maryland, New Jersey, Ohio, Pennsylvania,
Virginia, West Virginia and the District of
Columbia. PJM coordinates and directs the
operation of the region’s tfransmission grid;
administers a competitive wholesale electricity
market, the world’s largest; and plans regional
transmission  expansion improvements to
maintain grid reliability and relieve congestion.
The expected addition of several utilities to PJM
will more than double its size and scope. Visit
PJM at www.pjm.com.
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RESPONSE TO STOP THE LINES
REQUEST: STL-D-16
WITNESS(S): HERLING
PAGE1OF 1.
SUSQUEHANNA-ROSELAND

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
FERC FILINGS

QUESTION: _
Provide copies of PJM filings with FERC, FERC Orders and PJM tariffs regarding any aspect of
the Susquehanna-Roseland line.

ANSWER:
Please refer to Exhibits STL-D-16 (a, b, ¢, d). The relevant PJM filings, FERC Orders and PJM
tariffs regarding any aspect of the Susquehanna-Roseland Project include:

7/23/07 PJM filing - see Exhibit STL-D-16(a), ER07-1186 Filing.pdf (3 MB)
10/18/07 FERC acceptance of 7/23/07 filing - see Exhibit STL-D-16(b), ER07-1186
Order.pdf (151 kb) _
12/17/07 PJM filing — see Exhibit STL-D-16(c), ER07-1186 Compliance Filing.pdf (418
kb)
7/1/08 FERC acceptance of 12/17/07 filing may be accessed at:
http://www.pjm.com/Media/documents/ferc/2008-orders/20080701-er07-1186-001.pdf
11/14/08 PJM filing may be accessed at:
http://www.pjm.com/Media/documents/ferc/2008-filings/20081 114-er06-456-xxx-part-2a.pdf
11/25/08 PJM filing (corrections to 11/14/08 filing) may be accessed at:
http://www.pjm.com/Media/documents/ferc/2008-filings/20081125-er06-456-xxx.pdf
12/30/08 PIM filing may be accessed at:
http://www.pjm.com/Media/documents/ferc/2008-filings/20081230-er09-xxx-000.pdf
1/28/09 FERC acceptance of 11/14/08 as amended on 11/25/08 — see Exhibit STL-D-
16(d), ER06-456 Order (clean-up) 1/28/09.pdf (58 kb)

3/2/09 PJM filing may be accessed at:
http://www.pim.com/Media/documents/ferc/2009-filings/20090302-er09-585-000.pdf
3/30/09 PJM filing may be accessed at:
http://www.pim.com/Media/documents/ferc/2009-filings/20090330-er09-xxx-000.pdf
4/10/09 FERC acceptance of 3/2/09 filing may be accessed at:
http.//www.pim.com/Media/documents/ferc/2009-orders/20090410-er06-456-019.pdf




Unofficial FERC-Generated PDF of 20070726-0208 Received by FERC OSEC 07/23/2007 in Docket#: ER07-1186~000

PJM Interconnection, L.L.C, Original Sheet No. 270E.08b
FERC Electric Tariff
Sixth Revised Volume No. 1

PPL Electric Utilities Corporation (cont.)

Required Transmission Enhancements Annual Revenue Requirement Responsible Customer(s)
AEC (2.05%) / AEP
(16.79%) / APS (5.96%) /
BGE (4.91%) / ComEd
(16.11%) / Dayton (2.53%) /
Build new 500 kV DL (2.08%) / DPL (2.93%) /
trensmission facilities from Dominion {13.22%) / JCPL

b0487 Susquehanna to _ (4.57%)/ ME (2.04%) /
Pennsylvania — New Jersey Neptune* (0.47%) / PECO
border at Bushkill (6.10%) / PENELEC
(2.09%) / PEPCO (4.47%) /
PPL (5.16%) / PSEG
(7.58%) / RE (0.30%) / UGI
(0.14%) / ECP** (0.23%)

* Neptune Regional Transmission System, LLC
** East Coast Power, L.L.C.

Issued By: Craig Glazer Effective: October 21, 2007
Vice President, Federal Government Policy
Issued On:  July 23, 2007



Unofficial FERC-Generated PDF of 20070726-0208 Received by FERC OSEC 07/23/2007 in Docket#: ER07-1186-000

PJM Interconnection, L.L.C. Onginal Sheet No. 270E.15
FERC Electric Taniff
Sixth Revised Volume No. 1

Public Service Electric and Gas Company (cont.)

Required Transmission Enhancements  Annual Revenue Requirement Responsible Customer(s)
AEC (2.05%)/ AEP
(16.79%) / APS (5.96%)
/ BGE (4.91%) / ComEd
{16.11%) / Dayton
(2.53%) /DL (2.08%)/
DPL (2.93%)/
Dominion (13.22%) /
JCPL (4.57%)/ME
(2.04%) / Neptune*
(0.47%) / PECO
(6.10%) / PENELEC
(2.09%) / PEPCO
(4.74%) / PPL (5.16%) /
PSEG (7.58%)/RE
(0.30%)/UGI (0.14%) /
ECP** (0.23%)

Build new 500 kV
transmission facilities from
b0489 Pennsylvania ~ New Jersey
border at Bushkill to
Roseland

* Neptune Regional Transmission System, LLC
**East Coast Power, L.L.C.

{13) Rockland Electric Company

Required Transmission Enhancements Armnual Revenue Requirement Responsible Customer(s)

Install 35 MVAR capacitor

b0314 at Closter 69 kV substation

RE (100%)

(14)  UGI Utilities, Inc.

Required Transmission Enhancements Annual Revenue Requirement Responsible Customer(s)

Issued By:  Craig Glazer Effective: October 21, 2007
Vice President, Federal Government Policy
Issued On:  July 23, 2007
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| 126 FERC 4 61,069
~ UNITED STATES OF AMERICA
... FEDERAL ENERGY REGULATORY COMMISSION

- . Before Commissioners: Jon Wellinghoff, Acting Chajrman;- - - -~
Suedeen G. Kelly, Marc Spitzer,
and Philip D. Moeller.

PIM Interconnection, L.L.C. _ Docket Nos. ER06-456-018
: - ER06-456-017

ER06-954-014
ER06-954-013
ER06-1271-013
ER06-1271-012
ER07-424-009
ER07-424-008
EL07-57-005
EL07-57-004
ER06-880-013
ER06-880-012

ORDER ACCEPTING COST RESPONSIBILITY ASSIGNMENTS
(Issued January 28, 2009)

1. On November 14, 2008, as amended on November 25, 2008, PJM Interconnection,
L.L.C. (PTM) submitted revisions to Schedule 12-Appendix of the PTM Open Access
Transmission Tariff (Tariff) to incorporate cost responsibility assignments for below 500 -

~ kV upgrades included in the PYM Regional Transmission Expansion Plan (RTEP). In this
order, we accept PJM’s proposed tariff sheets and suspend them for a nominal period,
subject to refund and subject to the outcome of further proceedings. In addition, we

- require PYM to make certain modifications to the proposed tariff sheets, as discussed
below. ' ‘

I. Backgroimd

2. PJIM files cost responsibility assignments for transmission upgrades that have been
approved by the PIM Board of Managers (PJM Board) as part of PYM’s RTEP, in
accordance with Schedule 12 of the PJM Tariff (Schedule 12) and section 1.6 of

Schedule 6 of the PJM Operating Agreement (Schedule 6), and pursuant to section 205 of




20090128-3030 FERC PDF (Unofficial) 01/28/2009

Docket No. ER06-456-018, ef al. 2

the Federal Power Act." The RTEP provides for the construction of expansions and
upgrades to PJM’s transmission system in order to comply with reliability criteria, and to
maintain and enhance the economic and operational efficiency of PJM’s wholesale
electricity markets.

3. On January 5, 2006, May 4, 2006, July 21, 2006, and January 11, 2007, PJM filed:
(1) reports containing assignment of cost responsibility for certain transmission projects
approved by the PJM Board as part of PJM’s RTEP; and (2) revised tariff sheets
incorporating into Schedule 12-Appendix of the PJM Tariff the assignments of cost
responsibility for the approved projects pursuant to the procedures established in the PIM
Tariff. The Commission accepted and suspended the filed tariff sheet revisions, made
them effective subject to refund, established hearing and settlement judge procedures,
and consolidated the proceedings (Docket No. ER06-456, et al., or RTEP proceedings).”
In the April 19, 2007 Rehearing Order, the Commission expanded the scope of the
hearings previously established in the RTEP proceedings to include the appropriate
methodology for the allocating costs associated with upgrades that operate below 500 kV
in the RTEP based on a “beneficiary pays” approach.’

4. On July 23, 2007, November 16, 2007, and June 3, 2008, pursuant to the
procedures established in the PJM Tariff, PJM filed: (1) reports containing assignment of
cost responsibility for additional transmission projects approved by the PJM Board as
part of PJM’s RTEP; and (2) revised tariff sheets incorporating the assignment of cost
responsibility for these additional projects into Schedule 12-Appendix of the PJM Tariff.
The Commission accepted and suspended the filed tariff sheet revisions, and made them
effective subject to refund and subject to the outcome of proceedings in Docket No.
ER06-456, et al.* Because the methodology to determine the cost responsibility

116 U.S.C. § 824d (2006).

2 See PJM Interconnection, L.L. C., 115 FERC 4 61,261 (2006); PJM
Interconnection, L.L.C., 116 FERC ¥ 61,118 (2006); PJM Interconnection, L.L.C., 117
FERC 1 61,058 (2006), order on reh’g, 119 FERC ¥ 61,067 (2007) (April 19, 2007
Rehearing Order), order on reh’g, 122 FERC 9§ 61,217 (2008), order on compliance, 124
FERC § 61,241 (2008) (September 18, 2008 Order), reh’g pending; PJM
Interconnection, L.L.C., 119 FERC q 61,033 (2007), order on reh’g, 120 FERC Y 61,193
(2007).

3 April 19, 2007 Rehearing Order at P 16.

* See PJM Interconnection, L.L. C., 121 FERC 4 61,034 (2007); PJM
Interconnection, L.L.C., 122 FERC ¥ 61,130 (2008); order on reh’g, 124 FERC Y 61,245;
PJM Interconnection, L.L.C., 124 FERC § 61,197 (2008); reh g pending.
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assignment for facilities that operate below 500 kV was under consideration in the
proceeding established by the April 19, 2007 Rehearing Order, the Commission granted
PJM’s requested waiver of the PJIM Tariff requirement that it file a report reflecting the
cost responsibility assignments for upgrades that operate below 500 kV.

5. The Commission approved a settlement agreement (Settlement) submitted by the
parties in Docket No. ER06-456, et al. that set forth the methodology by which PJM will
assign the costs of RTEP reliability upgrades that are planned to operate below 500 kV.*
The Commission directed PJM to submit cost responsibility assignments for the below
500 kV facilities that were previously waived. Additionally, the Commission directed
PJM to make “clean-up” revisions to previously approved Schedule 12-Appendix filings
to ensure that these tariff sheets accurately reflect the cost allocations proposed in the
Settlement.®

II1. PJM’s Filing

6. On November 14, 2008, PJM submitted cost responsibility assignment
summaries and revisions to the Schedule 12-Appendix to reflect new cost responsibility
assignments for the below 500 kV facilities that were filed in Docket Nos. ER07-1186,
ER08-229, and ER08-1065.” PIM states that, consistent with the methodology approved
in the Settlement, the proposed new assignments of cost responsibility use a distribution
factor analysis based methodology for determining the beneficiaries for reliability
upgrades and therefore who should pay. In addition, to ensure that all tariff sheets filed
prior to the Commission’s approval of the Settlement reflect the appropriate cost
responsibility assignments, PJM submitted retroactive and currently effective tariff sheets
to incorporate the cost responsibility assignments for facilities that operate below 500 kV
filed in Docket No. ER06-456, et al. and approved as part of the Settlement.

* PJM Interconnection, L.L. C., 124 FERC § 61,112 (2008); see also PJM
Interconnection, L.L.C., Docket No. ER06-456-015, et al. (unpublished letter order,
October 15, 2008) (October 15, 2008 Letter Order). The settlement resolved all issues set
for hearing in Docket No. ER06-456, et al., except for matters regarding assignment of
cost responsibility to merchant transmission facilities. An Initial Decision regarding this
issue was issued on September 18, 2008. This issue is currently pending before the
Commission.

% October 15, 2008 Letter Order at 2.

7 On November 25, 2008, PJM requested that certain tariff sheets be withdrawn
because they included incorrect designations or other errors. PIM submitted replacement
tariff sheets as part of this amended filing.
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7. PIM notes that because issues relating to cost responsibility assignments to
merchant transmission facilities remain unresolved, all cost responsibility assignments to
merchant transmission facilities are based on “Interim Values” as set forth in the
Settlement and Schedule 12 of the PJM Tariff. Such cost responsibility assignments are
subject to refunds and surcharges based upon a resolution of the remaining issues set for
hearing in Docket No. ER06-456, et al.

III. Notice, Interventions, and Protest

8. Notice of the November 14, 2008 filing was published in the Federal Register,
73 Fed. Reg. 80,385 (2008), with interventions and protests due on or before

December 14, 2008. Notice of the November 25, 2008 filing was published in the
Federal Register, 73 Fed. Reg. 75,422 (2008), with interventions and protests due on or
before December 26, 2008.”

9. On December 15, 2008, Old Dominion Electric Cooperative (ODEC) submitted a
protest of PJM’s filing. ODEC notes that it has filed a request for rehearing of the
Commission’s September 18, 2008 Order, objecting to the Commission’s acceptance of
the cost responsibility assignments for five PIM RTEP projects. Specifically, ODEC’s
rehearing request contended that because these projects are transformers with a high side
voltage of 500 kV and a low side voltage below 500 kV, the cost for these facilities
should be allocated on a region-wide basis. ODEC’s rehearing request is currently
pending before the Commission. ODEC notes that the tariff sheets in the instant filing
reflect allocations for four of the five projects at issue in ODEC’s pending rehearing
request."’ ODEC states that if the Commission grants ODEC’s rehearing request, the
Commission should require PJM to revise its tariff sheets accordingly.

IV. Discussion

10.  We find that PJM has allocated cost responsibility for below 500 kV upgrades
consistent with the methodology set forth in the Settlement. We also recognize that
ODEC’s concerns regarding the treatment of certain upgrades are pending on rehearing
of the Commission’s September 18, 2008 Order. Accordingly, we accept and suspend
PJM’s filing, effective on the dates requested, subject to refund, and subject to the
outcome of the proceeding in Docket No. ER06-456, et al. regarding allocation of costs
to merchant transmission facilities and rehearing of the September 18, 2008 Order.

8 See November 25, 2008 Notice Extending Comment Period.
? See December 2, 2008 Notice Extending Comment Period.

1% Specifically, Projects b0210, b0231, b0269, b0321.
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11. - We note that several tariff sheets'’ included in PJM’s filing have not been
designated in compliance with FERC Order No. 614. Additionally, several retroactive
tariff sheets™ reflect responsible customer designations for above 500 kV projects that
were not in effect until January 1, 2008. Because these tariff sheets have effective dates
prior to January 1, 2008, they should reflect the previously approved designations for
above 500 kV projects. Accordingly, PJM should submit corrected tariff sheets in a
compliance filing within 30 days of the date of this order.

The Commission orders:;

(A) PIM’srevised tariff sheets are hereby accepted for filing and suspended for
a nominal period, subject to refund and to the outcome of further proceedings, as
discussed in the body of this order.

(B) PJM is directed to submit a compliance filing within 30 days of the date of
this order, as discussed in the body of this order.

By the Commission. Commissioner Kelliher is not participating.

(SEAL)

Kimberly D. Bose,
Secretary.

! Third Substitute Second Revised Original Sheet No. 270D.08 and Second
Substitute First Revised Original Sheet No. 270F.01;.

12 Designation of Electric Rate Schedule Sheets, Order No. 614, FERC Stats. &
Regs., Regulations Preambles July 1996-December 2000 9 31,096 (2000) and 18 C.F.R.
§ 35.9 (2006).

3 First Revised First Revised Sheet No. 270E.08a and First Revised Sixth Revised
Sheet No. 270F.
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