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ORDER CONDITIONALLY ACCEPTING TARIFF FILING 
 

(Issued March 18, 2004) 
 
 
1. In this order, the Commission conditionally accepts the tariff revisions filed by 
PJM Interconnection, LLC (PJM) to enable the integration of the transmission system of 
Commonwealth Edison Company (ComEd) into PJM, subject to a subsequent 
Commission order.  This order benefits customers by promoting more effective 
competition in regional wholesale power markets, assuring non-discriminatory 
transmission service, and improving reliability. 
 
Background 
 
2. After the issuance of the Commission's Order No. 2000,1 several midwestern 
utilities sought to form the Alliance RTO.  On the basis, however, that the Alliance 
proposal lacked sufficient scope to exist as a stand-alone RTO, the Commission did not 
permit Alliance to go forward, and it required the companies forming Alliance to make 
compliance filings as to their plans to join an RTO in the future.2  In a subsequent order, 
issued on July 31, 2002, the Commission accepted proposals by American Electric Power 
Service Corporation (AEP), ComEd, Dayton Power and Light Company (DP&L), Illinois 
Power Company and Virginia Electric and Power Company (now Dominion Virginia 

                                              
1 Regional Transmission Organizations, Order No. 2000, 65 Fed. Reg. 809 

(January 6, 2000), FERC Stats. & Regs. ¶ 31,089 (1999), order on reh’g, Order 
No. 2000�A, 65 Fed. Reg. 12,088 (March 8, 2000), FERC Stats. & Regs. ¶ 31,092 
(2000), aff’d sub nom. Public Utility District No. 1 of Snohomish County, Washington v. 
FERC (D.C. Cir. 2001). 

 
2 Alliance Companies, 97 FERC ¶ 61,327 (2001). 
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Power or Dominion) (collectively, the New PJM Companies) to join PJM, and proposals 
by other Alliance companies to join the Midwest Independent Transmission System 
Operator (MISO).3   
 
3. In the July 31 Order, the Commission also noted concerns that the elongated and 
irregular seam that would result from splitting the former Alliance group between MISO 
and PJM might cause that choice not to be just and reasonable.  The Commission found, 
however, that the New PJM Companies' choices could be rendered just and reasonable 
through the imposition of certain conditions.4  Thus, the Commission ordered PJM and 
MISO to form a "functional common market" across the two organizations by October 1, 
2004.5  The Commission also required MISO and PJM to develop reliability plans to be 
approved by the North American Electric Reliability Council (NERC).  In addition, to 
address concerns about the isolation of Wisconsin and Michigan from the rest of MISO 
due to the RTO choices of the New PJM Companies, the Commission required the RTOs 
and the New PJM Companies to propose a solution that would hold utilities in Wisconsin 
and Michigan harmless from loop flows or congestion that might result from the New 
PJM Companies' entry into PJM, and to file this "hold harmless" proposal as part of a 
joint operational plan addressing how the RTOs will manage the seam between them.  In 
a later order issued on June 4, 2003, the Commission clarified that PJM and MISO must 
file a joint operating agreement no later than 60 days prior to the commencement of 
transmission service over the transmission systems of any of the New PJM Companies 
under the PJM tariff or integration of any of those systems into the PJM market.6   
 
4. On December 11, 2002, the New PJM Companies made a filing with the 
Commission to integrate their facilities into PJM in phases.  On April 1, 2003, the 
Commission accepted AEP's and ComEd's filings to transfer control of their facilities to 
PJM.7  At that time, all parties anticipated that both AEP and ComEd would transfer 
control of their systems to PJM in the spring of 2003.  Currently, however, the transfer of 
AEP's facilities to PJM's operational control has been delayed due to state actions, and 

                                              
3 Alliance Companies, 100 FERC ¶ 61,137 at P 35 (2002) (July 31 Order). 
 
4 Id. at P 35. 
 
5 Id. at P 40.  This date has now been delayed.  MISO will not begin operating its 

markets until December 1, 2004, and PJM and MISO will not be able to begin operating 
their joint and common market until 2005 at the earliest. 

 
6 Alliance Companies, 103 FERC ¶ 61,274 (2003) at P 36 (June 4 Order). 
 
7 American Electric Power Service Corporation, et al. (New PJM Companies),  

103 FERC ¶ 61,008 (2003) (April 1 Order). 
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the Commission stated in an earlier order that AEP will be required to proceed with 
integrating its transmission facilities into PJM by October 1, 2004.8  On May 1, 2003, 
AEP and PJM submitted a compliance filing required by the April 1 Order, explaining 
that due to the regulatory delays in AEP's integration, ComEd would now be the first of 
the New PJM Companies integrated into PJM. 

 
5.   On December 31, 2003, PJM, MISO, AEP and ComEd made four filings relating 
to the integration of ComEd's system into PJM, proposed for May 1, 2004.  In the instant 
filing, Docket No. ER04-521-000, PJM filed new tariff and operating agreement 
provisions providing for the integration of ComEd into its system,9 including provisions 
for the single dispatch of the ComEd and PJM control areas through an approximately 
500 MW transmission pathway across AEP's system, procedures to integrate ComEd into 
PJM's single energy market and single economic dispatch, and transitional capacity 
adequacy rules for Northern Illinois.  In Docket No. ER04-367-000, ComEd and PJM 
filed tariff to integrate the revenue requirements associated with the ComEd facilities into 
the PJM open access transmission tariff (OATT).  In Docket No. ER04-375-000, PJM 
and MISO jointly filed their Joint Operating Agreement (JOA).  In Docket No. ER04-
364-000, AEP and ComEd filed their proposal for providing financial compensation to 
hold Michigan and Wisconsin utilities harmless from the effects of the New PJM 
Companies' decision to join PJM, rather than MISO. 
 
6. The Commission is acting contemporaneously on each of these filings.  ComEd’s 
integration into PJM is subject to any conditions imposed on ComEd, PJM, and MISO in 
these orders.  The Commission has previously conditioned its approval of ComEd’s 
integration into PJM on NERC review and approval of the RTOs’ reliability plans.  
Currently, NERC is reviewing the reliability plans.  We see no reason to delay our 
approval of this filing, with our modifications, until NERC approves the RTOs’ reliability 
plans.  However, our approval cannot be made final, and an effective date for PJM 
integration cannot be set, until we determine that our previously-imposed conditions have 
been met.  Accordingly, we direct the RTOs to make a filing describing the outcome of 

                                              
8 New PJM Companies, 105 FERC ¶ 61,251 at P 107 (2003).  The question of 

whether the Commission can authorize AEP to join an RTO over the objection of certain 
state agencies, pursuant to its authority under the Public Utility Regulatory Policies Act 
of 1978 (PURPA),  was decided in the affirmative in an Initial Decision in Docket       
No. ER03-262-009 issued on March 12, 2004.  That decision is not yet final. 

 
9 Because PJM initially described its submission as a supplement to its earlier 

compliance filing in Docket No. ER03-262, it was initially docketed as a subdocket of 
that root docket, ER03-262-014.  The Commission now considers it more appropriate, 
however, to give this matter a separate docket number, and has redocketed it as       
ER04-521-000. 
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NERC’s review along with any conditions imposed by NERC or changes to this filing 
required by NERC’s actions within ten days of NERC’s approval of the RTOs’  
reliability plans.  Thereafter, the Commission will issue an order addressing this 
remaining condition and establish an effective date for ComEd’s integration.  The 
requested May 1 integration date may still be feasible depending on the timing and 
conditions of NERC’s approval. 
 
The Instant Filing 
 
7. In this filing, PJM submits revisions to its OATT that it states are necessary for the 
full integration of ComEd's transmission system (including both ComEd's system in 
Illinois and Commonwealth Edison Co. of Indiana) into PJM.  PJM asks for an effective 
date for these changes of May 1, 2004, the date on which PJM proposes to integrate 
ComEd into its system.   
 
8. PJM asks the Commission to act on this filing and enable ComEd to implement its 
voluntary decision to join PJM, despite the delay in integrating AEP.   PJM states that 
waiting until AEP is integrated would leave ComEd's integration (and Illinois customers 
and regulators) at the mercy of litigation in other State and Federal fora, compound 
uncertainty in the marketplace, and discourage needed RTO investment.  PJM also states 
that, based on its experience, it will not integrate new systems during its peak summer 
season, and it will not integrate multiple large systems at the same time.  Therefore, PJM 
asserts, if the integration of AEP is ruled to be a prerequisite to the integration of ComEd, 
the integration of ComEd could not take place until late 2004 at the earliest. 
 
9. PJM states that in this filing it is revising its previously-submitted revisions to its 
OATT and to its Operating Agreement with procedures to integrate ComEd into PJM's 
single energy market and single economic dispatch without AEP's immediate 
participation.  The filing provides for a dynamic generation transfer between ComEd's 
system, the Northern Illinois Control Area (NICA), and PJM.  Holders of firm 
transmission reservations on AEP with a receipt or delivery point in PJM and a 
corresponding delivery or receipt point in NICA may assign that service to PJM, and 
PJM will then have exclusive dispatch rights over those assigned reservations.  PJM 
states that to date, 500 MW of firm service in both directions has been committed.10 
 
10. PJM also submits rules for the provision of ancillary services in Northern Illinois, 
and rules for the allocation of Financial Transmission Rights (FTRs) and Auction 
Revenue Rights (ARRs) in Northern Illinois.  PJM also adds transitional capacity 
adequacy rules for Northern Illinois, to be in effect until May 31, 2005, to the Reliability 

                                              
10 Although PJM's filing does not so state, it is the Commission's understanding 

that this 500 MW is provided by ComEd's affiliate, Exelon Generation. 
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Assurance Agreement Among Load-Serving Entities in the PJM West Region (West 
RAA).11  PJM also states that it has demonstrated that each condition placed upon it by 
the Commission's July 31 and June 4 Orders, without which the New PJM Companies 
could not integrate into PJM, have been fulfilled. 
 
11. With regard to PJM's authority to file this agreement, it states that it submits the 
changes to the PJM OATT and West RAA under Section 205 of the Federal Power Act 
(FPA).12  However, only 63 percent of PJM members approved the corresponding 
changes to PJM's Operating Agreement, rather than the required two-thirds super-
majority, and PJM therefore files the changes to the Operating Agreement under    
Section 206 of the FPA.13 
 
Notice of  Filing, Interventions, Protests, Comments and Answers 
 
12. The filing was noticed in the Federal Register, with comments, protests, and 
motions to intervene due on or before January 21, 2004. 14 
 
13. Timely motions to intervene were filed by the D.C. Office of People's Counsel, 
Northern Indiana Public Service Company (NIPSCo), the City of Naperville, IL, Illinois 
Cities, Select Energy, and Ameren Services Company.  Timely motions for intervention, 
protests and comments were filed by BP Energy, Reliant Resources (Reliant), Consumers 
Energy Company (CECo), Wisconsin Electric Power Company (WEPCO), Mid-
American Energy Company (MidAm), the Illinois Municipal Electric Agency (IMEA), 
Duke Energy Corporation (Duke), Coalition of Retail Energy Suppliers (CRES), Detroit 
Edison Company (Detroit Edison), the Attorney General of the State of Illinois (Illinois 
AG), Illinois Industrial Energy Consumers (IIEC), and City of Chicago (Chicago).  NRG 
Companies (NRG) sought intervention and filed a protest one day out of time.  Edison 
Mission Energy, et al. (Edison Mission) filed a timely protest and a motion for 
consolidation of this case with Docket Nos. ER04-364-000, ER04-367-000 and ER04-
375-000.  The PSEG Companies (PSEG) submitted a protest one day out of time.  PJM 

                                              
11 PJM additionally notes that it will shortly be submitting a service agreement 

under AEP's OATT as to capacity assignment and dynamic scheduling to implement the 
generation transfer between PJM and ComEd, and an enhanced operating agreement 
between PJM and AEP addressing data exchange and coordination of reliability 
functions. 

 
12 16 U.S.C. § 824d. 
 
13 16 U.S.C. § 824e. 
 
14 69 Fed. Reg. 2,587 (2003). 
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and ComEd's parent, Exelon Corporation (Exelon) filed responses to the parties' 
comments and Edison Mission's motion to consolidate. 
 
Discussion 
 
I. Procedural Issues 
 
14. Pursuant to Rule 214 of the Commission's Rules of Practice and Procedure,         
18 C.F.R. § 385.214 (2003), the notices of intervention and timely, unopposed      
motions  to intervene serve to make the entities that filed them parties to this   
proceeding.  Rule 213(a)(2) of the Commission's Rules of Practice and Procedure,         
18 C.F.R. § 385.213(a)(2) (2003), prohibits an answer to a protest unless otherwise 
ordered by the decisional authority.  We will accept PJM's and Exelon's answers because 
they have provided information that assisted us in our decision-making process.   
 
15. We will deny Edison Mission's motion to consolidate the four filings.  While they 
are related, the four filings are made by different parties, and seek to accomplish different 
purposes.  Therefore, consolidation is not appropriate.   
 
II.   Analysis 
 
16. The Commission accepts PJM's filing, subject to subsequent Commission orders 
on the reliability filing described below.  
 
17. Of the commenters, BP Energy and Reliant submit brief comments supporting the 
immediate integration of ComEd into PJM.  The other commenters and protesters raise 
specific issues on which we rule as follows. 
 
               A.  Whether integration of ComEd before the integration of AEP is 
                     premature.   
 
18. PSEG asserts that AEP, ComEd and DP&L should all be integrated into PJM 
together, noting that PJM’s Market Monitor has found that upon integration of ComEd 
into PJM, the ComEd region will not be sufficiently competitive until either AEP is 
integrated into PJM, or a competitive market is developed in MISO, which is requiring 
PJM to impose cost caps on generation in Northern Illinois.  Edison Mission also argues 
that integrating ComEd into PJM now will raise competitive concerns.  IMEA states that 
it is unclear how PJM will be able to implement Locational Marginal Pricing (LMP) in 
the Northern Illinois Control Area (NICA), given the geographical separation of PJM and 
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NICA, and that no mitigation measures are yet in place to address the market power 
problems that are anticipated to occur.15   
 
19. PSEG argues that integration at this time, before AEP’s status is resolved, will 
raise costs for stakeholders, and asks the Commission to defer integration of ComEd until 
resolution of the question of whether AEP may join PJM.  Chicago states that a 
bifurcated PJM market that is split by AEP, of indefinite duration, would deny Illinois the 
benefits of a single regional market while at the same time imposing the costs of 
integration on Illinois' retail suppliers.  Edison Mission argues that integrating ComEd 
into PJM now will raise significant reliability concerns.   
 
20. Detroit Edison argues that the Commission should only integrate ComEd into PJM 
in conjunction with AEP and DP&L, to avoid the islanding of ComEd’s territory several 
states away from PJM’s western border.  Edison Mission also notes that, as a result of the 
non-contiguous nature of ComEd's integration into PJM, NICA will remain a separate 
control area and continue to have a capacity market and ancillary services market 
separate from PJM; thus, the only integration that will occur is in the energy market, 
through the use of the 500 MW pathway, which Edison Mission states represents a small 
amount of the transmission capacity into and out of NICA, and therefore, the only benefit 
to accrue from ComEd's integration would be the possibility that PJM will utilize the   
500 MW pathway more efficiently than its current holder, Exelon.  
 
21. In response to the arguments above, Exelon asserts that integration of ComEd into 
PJM will provide benefits even if it takes place before the integration of AEP.  Exelon 
states that ComEd's integration will allow Illinois wholesale and retail customers for the 
first time to access a voluntary spot market with price transparency for both day-ahead 
and real-time energy, as well as for capacity and ancillary services.  Exelon notes that an 
independent market monitor will continually check for and take action against market 
abuses, and that congestion management will improve because PJM will be able to 
address congestion through redispatch rather than through Transmission Loading Relief 
(TLRs).  Exelon further notes that reliability will be enforced by an independent and 
neutral organization, and that Illinois retail suppliers will benefit immediately from 
ComEd's integration by avoiding penalties on energy imbalances.  Exelon also states that 

                                              
15 On February 5, 2003, PJM filed its proposed market mitigation measures for 

NICA, including (1) capping offers from marginal generation units in NICA will be 
capped at marginal cost plus 10 percent when "extreme conditions" exist in PJM (i.e., 
when the PJM-NICA pathway is constrained so that PJM generation cannot reach NICA), 
and (2) capping offers of capacity into NICA at $30/MW, plus compensation for the 
seller's opportunity or other incremental costs when the capacity market in NICA begins 
on June 4, 2004 (Docket No. ER04-539-000). 
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PJM has calculated that the annual savings achieved from integrating ComEd into PJM in 
advance of AEP will be approximately $70 million.16 
 
                     Commission determination    
 
22. The Commission recognizes that there cannot be a complete integration of the 
markets of ComEd and PJM if AEP is not also part of PJM.  When the Commission 
originally approved the choices of the former Alliance Companies to join either MISO or 
PJM it was anticipated that AEP would join PJM before ComEd.  However, in light of 
certain state actions the integration of AEP has been delayed.  The Commission has 
already established a proceeding to determine whether the Commission should override 
state laws, rules, or regulations to the extent necessary to permit the voluntary integration 
of AEP into PJM.17  Parties have provided compelling testimony that there would be 
significant benefits to the market if both AEP and ComEd were integrated into PJM.18  
Additionally, the integration of ComEd may require several special rules, e.g., market 
mitigation measures, that might not be necessary if AEP had joined PJM ahead of 
ComEd. 
 
23. The question before the Commission, however, is whether there are benefits to 
customers to proceeding with the integration of ComEd absent the integration of AEP.  
We believe there are.  Illinois, where ComEd is located, has chosen to adopt retail access 
for its retail customers.  As a retail access state, being part of an independent organization 
operating spot markets such as PJM will provide benefits to ComEd’s customers.  Exelon 
also has identified more specific benefits from the integration of ComEd including access 
by wholesale suppliers to a transparent market, improved congestion management, and an 
independent market monitor to monitor for potential market abuses.  As noted above (see 
fn. 16, supra), PJM has estimated the potential cost savings from ComEd joining PJM, 
even before AEP, to be approximately $70 million per year. In light of these benefits we 
see no market reasons to prevent the integration of ComEd into PJM at this time, 
assuming reliable operation can be assured.  
 
24.  We note that some protestors have alleged that there are reliability concerns 
raised by the integration of ComEd into PJM before the integration of AEP.  In this order, 
we are not addressing the reliability aspects of the proposal.  The Commission has 
previously conditioned its approval of ComEd joining PJM on NERC review and 

                                              
16 Exelon answer at 8, citing direct testimony of Andrew L. Ott, Ex. PJM-2 at 20, 

in Docket No. ER03-262-009. 
 
17 New PJM Companies, 105 FERC ¶ 61,251 (2003). 
 
18 See id. at PP 40-42. 
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approval of the changes to the PJM Reliability Plan.  There currently is an ongoing 
process at NERC to review these changes.  As discussed below, we will therefore require 
PJM and MISO to file NERC’s report on their reliability plans with the Commission 
within 10 days of its issuance. 
 
               B.  Whether the 500 MW transfer pathway is sufficient.   
 
25. IIEC states that the 500 MW transfer pathway will be insufficient for the amount 
of transmission necessary between NICA and PJM.19  IIEC also asserts that PJM itself 
has stated that the integration of ComEd into PJM under these conditions will create a 
non-competitive market for generation capacity, and a non-competitive market for energy 
for 5 to 10 percent of the hours in a year.  Chicago similarly warns that these constraints 
on the 500 MW pathway will provide opportunities for the exercise of market power.  
Detroit Edison requests that the Commission evaluate the 500 MW pathway proposal in 
conjunction with a related service agreement between AEP and PJM 20 Detroit Edison 
states that parties have not seen the service agreement between AEP and PJM and 
ComEd that will specify how AEP will apply its existing practices on capacity 
assignments and dynamic schedules to implement the generation transfer between PJM 
and ComEd, and that the Commission must examine the service agreement to ensure that 
500 MW pathway is in the public interest.  Edison Mission states that the transmission 
reservations across the 500 MW pathway are currently in use by ComEd’s affiliate, 
Exelon Generation, which will be the sole beneficiary, and raises serious reliability risks 
with only nominal benefits for other parties.   
 
26. Exelon in its answer states that, despite the possible presence of constraints along 
the 500 MW pathway, PJM and NICA will still be "integrated," because the use of LMP 
within this integrated market will allow prices to reflect the impact of any constraints that 
may occur.  Exelon also asserts that integration in this fashion will not reduce the 
transmission ties between NICA and other control areas, in that all the physical 
interconnections will remain in place and be available; rather, Exelon asserts, integration 

                                              
19 IIEC asserts that NICA's annual peak load is approximately 22,000 MW, and 

PJM's current system annual peak load is approximately 64,000 MW.  Thus, IIEC argues, 
the 500 MW pathway will support no more than 2.3 percent of NICA's peak load and no 
more than 0.8 percent of PJM's current peak load.  IIEC protest at 6.   

 
20 The executed agreement, Agreement on Operating and Business Practices to 

Implement Generation Transfer Pathway (SA), between AEP and PJM provides 
operating and business  procedures for holders of transmission on AEP to assign their 
service rights to PJM’s use.  In addition, the SA provides procedures for dynamic 
scheduling on assigned capacity.  This agreement was filed with the Commission on 
March 1, 2004, in Docket No. ER04-603-000. 
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will simply improve the way NICA is dispatched and the functioning of the market for 
wholesale power in NICA.  
 
                     Commission determination   
 
27. As stated above, we recognize that the 500 MW pathway may not always be 
sufficient to integrate the markets in NICA and in PJM.  Since as discussed above, we 
believe there are benefits to integrating ComEd into PJM, we believe on balance that 
these limitations should not prevent ComEd from joining PJM.  We also note that while  
PJM has been assigned 500 MW of firm transmission service, over time the number of 
MWs of assigned firm transmission has the potential to increase.  Since parties have the 
ongoing opportunity to assign their firm transmission reservations with AEP to PJM on a 
monthly or annual basis, the amount of firm transmission reservations may be higher.  
The Commission views the proposal here as a valuable interim measure until issues 
relating to AEP's entry into PJM are resolved.  Finally, the parties also have the option to 
continue to use whatever transmission arrangements they currently have in place with 
AEP.  In response to commenters’ concerns about market power associated with 
congestion on the 500 MW pathway, we will address this matter in a separate order in 
Docket No. ER04-539, where PJM has proposed specific market power mitigation 
measures.  
 
28. The Commission does not share Edison Mission’s concern that Exelon will be the 
sole beneficiary of the 500 MW pathway, since under the service agreement between 
PJM and AEP, PJM will have exclusive dispatch rights over all assigned reservations and 
will be able to dynamically schedule across AEP.  One of the primary functions of an 
RTO is the independent administration of the transmission system in order to eliminate 
undue discrimination in transmission services that can occur when the operation of the 
transmission system remains in the control of a vertically integrated utility.  If anything, 
with ComEd integrated into PJM, Edison Mission’s concerns should decrease, since PJM 
(an independent entity) rather than ComEd (which is affiliated with Edison Mission's 
competitor Exelon Generation) will be administering the allocation of transmission 
capacity.  In addition, PJM's and MISO's market monitors, NERC and the reliability 
councils will actively be observing the integration and will make whatever 
recommendations are needed to prevent market manipulation and a decrease in reliability 
of the transmission system. 
 
29. Further, in response to the concerns raised by the Market Monitor, as noted above, 
PJM has filed market mitigation measures which are currently pending before the 
Commission in Docket No. ER04-539-000.  However, if after the integration, Edison 
Mission believes that its transmission requests are rejected for unduly discriminatory 
reasons, it may file a complaint with the Commission.  Additionally, as to the concerns 
raised by CECo and Detroit Edison regarding the service agreement between AEP and 
PJM and ComEd which is currently posted on PJM’s website in draft form, when that 
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service agreement is filed with the Commission, all of the parties will have an 
opportunity to review it and comment on its contents prior to Commission action. 
 
               C.  The necessity of meeting the conditions of the July 31 Order.   
 
30. WEPCO states that PJM’s and MISO’s JOA filing (Docket No. ER04-375-000) 
and ComEd’s and AEP’s hold harmless proposal (Docket No. ER04-364-000) do not 
meet the Commission’s requirement to hold Michigan and Wisconsin utilities harmless 
from the operational and financial effects of loop flows and congestion resulting from the 
New PJM Companies' decision to choice PJM.  WEPCO asserts that the Commission 
should ensure that that condition is met and made effective prior to ComEd’s integration.  
CECo also argues that all of the conditions contained in the Commission's July 31 Order, 
including NERC approval of PJM's and MISO's reliability plans, should be met before 
the Commission accepts PJM's filing here.21  Edison Mission further urges the 
Commission to conduct an independent review of the PJM and MISO reliability plans 
after NERC has conducted its review.  
 
31. Edison Mission asserts that the JOA between MISO and PJM does not satisfy the 
Commission's requirement to manage seams between the two RTOs, noting that the JOA 
will not resolve regional coordination issues unless PJM also executes a similar 
agreement with AEP,22 and that the proposed Coordination Agreement that PJM is now 
negotiating with AEP will not fully address these coordination problems.  In response to 
this concern, however, PJM notes in its answer that PJM and AEP (1) recently executed a 
service agreement providing procedures for holders of transmission rights on AEP's 
system to assign those rights to PJM, and (2) are nearing completion of a coordination 
agreement for enhanced reliability with AEP. 
 
32. PJM states that such agreements have not traditionally been filed with the 
Commission, although the parties could provide the agreement to the Commission, upon 
execution, for informational purposes.  We will require, however, that when PJM and 

                                              
21 As required, PJM and MISO have submitted their reliability plans to NERC    

for approval, and NERC currently anticipates acting on those plans in approximately 
mid-April, 2004.  See January 5, 2004 letter from NERC president and CEO Michehl R. 
Gent to FERC Chairman Wood in Docket No. ER04-521-000. 

 
22 To illustrate the necessity of AEP's involvement in such joint regional 

coordination, Edison Mission refers to a recent incident in which loop flows from PSEG's 
Lawrenceburg, Indiana plant nearly caused a loss of service on Cinergy's system, 
allegedly due to AEP's failure to consider the impact of the interconnection of the 
Lawrenceburg plant on neighboring systems.  Edison Mission protest at 38. 
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AEP execute their service agreement and enhanced reliability agreement, those 
agreements must be filed with the Commission as Section 205 filings. 
 
33. IIEC also argues that the conditions of the July 31 Order have not been met, 
particularly with regard to the establishment of a common market between MISO and 
PJM.  IIEC states that the JOA concurrently filed by MISO and PJM is a good start, but 
not sufficient, since currently PJM and MISO continue to plan for separate markets, 
rather than a single market with single market dispatch and a single allocation and 
auction of FTRs.  IIEC urges the Commission not to approve integration of ComEd into 
PJM until the two RTOs bring about a genuine single common market. 
 
                     Commission determination    
 
34. The issues raised by the protestors are being addressed in separate dockets.  
ComEd and AEP have filed their proposal to hold harmless customers in Michigan and 
Wisconsin.  We are providing in our order in Docket No. ER04-364-000 a means by 
which an acceptable hold harmless provision may be placed into effect when ComEd 
joins PJM.  In addition, PJM and MISO were required to file the JOA 60 days before the 
proposed integration.  Thus, they have satisfied this condition.  PJM and MISO have 
submitted their reliability plans to NERC, and NERC anticipates acting on those plans by 
or before mid-April 2004, and as discussed above, after NERC acts on those plans, the 
Commission will issue a further order. 
 
35. Finally, as IIEC points out, the schedule for development of a common market has 
been delayed.  MISO now estimates that it will not begin market operations until 
December 2004, and the start of a common market involving PJM and MISO will also be 
delayed.  However, the systems for ComEd to join PJM are anticipated to be in place this 
spring.  While there have been delays in MISO, we do not believe it would be equitable 
to delay the ability of ComEd to join PJM because of these delays.  Of the conditions set 
forth in the July 31 Order – formation of a common market between MISO and PJM, 
provisions for the operation of Independent Transmission Companies (ITCs), a way to 
hold harmless Wisconsin and Michigan utilities, a resolution of through and out rate 
problems, and NERC approval of PJM's and MISO's reliability plans – only a resolution 
of the hold harmless issue and NERC approval of the reliability plans are still 
outstanding.  In our order in ER04-364-000, we are providing for a timely filing to be 
made to support the effective date for integration of ComEd into PJM. As noted above, 
the Commission will issue a subsequent order as to NERC's action on the reliability 
plans, setting an effective date for the integration of ComEd into PJM.  We will not, 
however, issue an order allowing ComEd to integrate into PJM until the hold harmless 
condition is addressed. 
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              D.  Issues involving firm reservations, FTRs and OASIS.    
 
36. MidAm states that PJM intends to allocate annual FTRs to those holding firm 
reservations for the duration of the June through May annual FTR period.  Following this 
allocation, PJM will auction any remaining annual FTRs that are simultaneously feasible.  
MidAm states that parties will only be able to obtain monthly FTRs after annual FTRs 
are completely allocated, and there is no guarantee that monthly FTRs will be available.  
According to MidAm, this will result in parties who bought monthly firm service 
essentially paying for lower-quality firm service than parties who may not have bought 
firm service but who are able to obtain FTRs.  MidAm views this policy as abrogating 
prior contracts, which it notes that the Commission did not permit in prior cases.23   
 
37. IMEA states that in a recent order regarding the allocation of FTRs for MISO, the 
Commission stated that “customers under existing contracts, both real and implicit, 
should continue to receive the same level and quality of service under a standard market 
design,” and that allocation using a pro rata mechanism might not meet the objective of 
keeping customers whole.24  IMEA asks the Commission to require that allocation of 
FTRs in the new PJM regions be based on historic uses of the system. 
 
38. Duke is concerned that PJM has stated that some existing firm point to point (PTP) 
service agreements will be converted into new reservation products (the most “closely 
analogous service” possible) that will receive FTRs, while other firm service agreements 
may not receive FTRs and therefore become valueless.  Duke seeks assurance that the 
conversion of existing transmission service agreements will not result in firm 
transmission customers either not receiving FTRs or else receiving reservation products 
that do not maintain the value of the reservations.  Duke also asks that existing 
transmission customers should be given the opportunity to terminate their existing 
transactions by foregoing payment of access charges in return for not receiving FTRs. 25 
 
 

                                              
23 MidAm cites to Pacific Gas and Electric Co., 81 FERC ¶ 61, 122 at p. 61,470 

(1997) and Wisconsin Electric Power Co., 79 FERC ¶ 61,158 at p. 61,727 (1997). 
 
24 Midwest Independent Transmission System Operator, 102 FERC ¶ 61,551 at     

P 64 (2003). 
 
25 Duke also asserts that, although PJM characterizes its filing as a further 

compliance filing to the Commission’s April 1 Order, this is not the case, since in the 
April 1 Order the Commission did not order modifications to OASIS conversion 
proposals.  This objection is moot, however, since the Commission is now treating PJM’s 
December 31 filing as a new filing under Sections 205 and 206. 
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39. In its answer, PJM argues that it is premature to address the allocation of FTRs in 
the instant docket.  PJM states that the Commission has separately addressed the question 
of allocation of FTRs for new PJM zones in Docket No. ER03-406, and recently directed 
PJM to submit a further compliance filing in that docket.26 
 
                     Commission determination  
 
40. PJM correctly notes that the issue of the allocation of FTRs and ARRs is a matter 
pending in Docket No. ER03-406.  In the FTR Order issued on January 28, 2004, we 
required PJM to file to amend Section 5.2.2(e) of its tariff to state that PJM, prior to the 
initial allocation of FTRs in new regions, will make a filing with the Commission with 
the proposed allocation of  ARRs.  On March 15, in Docket No. ER04-653-000, PJM 
made a filing providing for initial allocation of FTRs in the NICA region, although it has 
not filed its proposed ARR allocation for the Northern Illinois region.  MidAm, IMEA, 
and Duke will have an opportunity to comment on the ARR allocation when PJM files a 
specific ARR allocation proposal. 
 
41. We share the concerns of the protesters that customers holding firm reservations 
should receive FTRs for a comparable level and term.  If PJM is not able to award FTRs 
to all existing firm customers, it must justify why the resulting allocation is reasonable, 
and why other mitigating measures, such as suggested by Duke, should not be adopted.  
PJM should also either give existing transmission customers the opportunity to terminate 
their existing transactions by foregoing payment of access charges in return for not 
receiving FTRs, as Duke suggests here, or else explain why such a provision would not 
be just and reasonable. 
 
               E.  Transitional capacity rules.   
 
42. CRES states that PJM's proposed new capacity construct for the period of        
May 1, 2004 – May 31, 2004 will require retail electric suppliers (who serve only 
industrial and commercial customers) to carry a disproportionate share of the capacity 
that would be required during the non-summer months, and that the sole load serving 
entity (LSE) benefiting from this construct is ComEd.  According to CRES, PJM does not 
propose to apply the existing Mid-America Interconnected Network (MAIN) guidelines, 
which recommend a short-term planning reserve margin of 14.12 percent of the system's 
forecasted summer peak, but rather proposes to require retail electric suppliers to 
maintain an installed capacity requirement of 15 percent above forecasted peak load for 
summer months and 40 percent above forecasted peak load for non-summer months.  
IIEC and Chicago similarly argue that the proposed 15 percent/40 percent variance 
between summer and non-summer will discriminate against loads that do not vary by 
season.  CRES, MidAm and IMEA seek retention of the MAIN guidelines.  If, however, 

                                              
26 PJM Interconnection, L.L.C., 106 FERC ¶ 61,049 (2004) (the FTR Order). 
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the Commission believes that a transitional period is necessary, IIEC would accept use of 
this transitional approach for the period of May 1, 2004 – September 30, 2004. 
 
43. IMEA also states that PJM’s proposal will benefit ComEd’s affiliated generation, 
and disadvantage IMEA’s generation because it would impose PJM’s rules (which are 
more stringent than MAIN’s rules) as to what generation can qualify as a capacity 
resource, including rules as to deliverability.     
 
44. PJM states in its response that, while it has identified possible mitigation for the 
effect of differing summer and non-summer reserve requirements if the Commission 
believes that such mitigation is necessary, NICA and PJM must have compatible capacity 
rules, so that resources in both control areas can participate in centralized dispatch and so 
that no part of the system "leans on" other parts.  PJM states that, because it recognizes 
that this will be a significant change for LSEs in NICA, it has developed transitional rules 
for a 13-month period that will enable NICA LSEs to transition toward PJM's existing 
region-wide capacity rules.  PJM states that the use of seasonal capacity obligations 
reduces overall reserve requirements, and that PJM does not believe that this difference 
will discriminate against customers with higher load factors. 
 
                     Commission determination   
 
45. Although the Commission agrees that a transitional capacity construct will be 
useful, it rejects PJM's specific proposal.  The objective of the transitional capacity 
construct is to create a transition, for an interim period, from the MAIN capacity 
adequacy requirements to those in the West RAA, which will apply to NICA. Under the 
existing MAIN requirements, an LSE provides reserves based on monthly forecasted 
peaks and an Installed Capacity (ICAP) methodology; PJM obligates an LSE based on 
annual peak load, using an unforced capacity (UCAP) methodology.  Retaining the 
MAIN requirements as part of PJM's tariff, as some parties request, will not facilitate an 
appropriate transition; it will merely continue the current capacity requirement for NICA, 
aspects of which do not match aspects currently in place in PJM. As PJM states in its 
answer, the existing MAIN capacity procedures do not provide the individual LSE 
commitments and specific resource identification needed for loads in NICA to participate 
in the PJM market on the same basis as other LSEs in PJM. 
 
46. However, the Commission agrees with those protesters who assert that the 
disparity between the summer and non-summer reserve margins – 15 and 40 percent 
above peak, respectively – may discriminate unduly against LSEs with loads that do not 
vary from interval to interval.  PJM asserts that the disparity between the summer        
and non-summer levels of capacity is not as great as it may appear, given that the       
non-summer peak is likely to be significantly lower than the peak:  PJM provides the 
illustration of a 100-MW average load factor customer that would have a 115 MW 
capacity obligation in the summer, but would have a 92.4 MW obligation in the fall 
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interval and a 95.2 MW requirement in the winter-spring interval.  However, it still 
appears that customers with loads that do not vary from interval to interval may be 
required to carry significantly higher reserve margins in the winter than the summer – and 
perhaps higher than PJM’s current reserve margin of 17 percent.  Given that this is a 
proposal to help NICA LSEs make the transition to PJM's permanent capacity regime, we 
consider it unreasonable to impose on an LSE a higher reserve margin in the transitional 
period than the reserve margin it will be required to carry once the transitional period is 
over.  Thus, we view PJM's proposal in its filing as not just and reasonable. 
 
47.      In its answer PJM offers an alternative to its current interim capacity construct.  
PJM states that the Commission could direct the capacity obligations for each interval to 
be apportioned among LSEs using each LSE’s summer peak load ratio share.  The total 
NICA capacity requirement for non-summer intervals – which is lower than that during 
the summer interval – would be apportioned according to each LSE’s load-ratio share of 
the summer peak.  PJM states that this would preserve the seasonal reserve requirements 
and would maintain overall reduction in capacity obligations during the non-summer 
intervals.  It would also assign all LSEs an equal proportional share of the overall 
reduction in capacity obligations during the non-summer intervals.  PJM states that this 
would also move the capacity construct for NICA closer to the capacity rules in the rest 
of PJM. 
 
48. The Commission finds that the alternative offered by PJM in its answer is just and 
reasonable.  The Commission believes that such an alternative would avoid potential 
problems for LSEs with loads that do not fluctuate greatly from interval to interval.  PJM 
states that this would increase the capacity obligations of lower load factor customers as 
compared to the filed proposal.  The Commission notes, however, that PJM’s alternative, 
as stated, preserves seasonal requirements and maintains the aggregate capacity reduction 
during the non-summer interval while more closely resembling the capacity requirement 
that an LSE will eventually face under PJM rules.  Thus the Commission directs PJM to 
modify its filing to substitute the proposed alternative capacity construct for the interim 
period for its initial proposal, within 30 days of the date of this order.  
 
49. With regard to the deliverability issue raised by IMEA, the Commission finds that 
capacity resources designated by LSEs in NICA must be deliverable consistent with PJM 
standards and practices.  In its answer PJM states that designated capacity resources must 
be capable of being delivered to NICA in emergencies.  Under PJM's rules, external 
resources may qualify as capacity resources, so long as there is firm transmission to the 
border and the deliverability test is met from the border injection point, and PJM 
currently has procedures under Schedule 10 of the RAA and West RAA which require 
capacity resources to be deliverable.  As the West RAA will eventually apply to NICA, 
the Commission finds that capacity resources designated by NICA LSEs should be 
deliverable to NICA.   
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50. IMEA further states that it currently meets its MAIN requirements through a 
combination of self-supply from “behind-the-meter” generation and through bilateral 
arrangements with utilities outside of NICA that do not specify the generation units that 
will provide the capacity.  IMEA asserts that both sources of supply would be barred 
under the PJM regime and argues that PJM is “blindly” imposing the same qualifying 
requirements on NICA that it imposes on the rest of PJM.  PJM’s answer states that its 
Members Committee recently approved new rules to take account of some behind-the-
meter generation when determining capacity obligations, which it states will be filed with 
the Commission shortly.  Such rules would have a proposed effective date no later than 
June 1, 2004 (the earliest date that IMEA could be affected by PJM’s capacity rules).  
The Commission finds that any examination of the new PJM rules should occur in the 
docket in which PJM files those new rules.  Regarding sources of supply outside of 
NICA, PJM asserts that it has been able to work with affected parties to develop mutually 
agreeable lists of underlying generating units with enough specificity to meet its needs.27  
The Commission urges any affected parties to work with PJM through its stakeholder 
processes to resolve any problems concerning generation outside of NICA.  
 
               F.  Sellers' Choice contracts.   
 
51. CRES and Chicago raise issues with respect to the treatment of Seller's Choice 
contracts in NICA.  They assert that, under these contracts, the seller may make a daily 
choice of the delivery point(s) at which it will deliver energy, and must pay liquidated 
damages to the buyer if the buyer is not able to further transport the energy from the 
delivery point to the location where the buyer needs it.  As a result, CRES fears that, 
under LMP, sellers holding Seller's Choice contracts would be able to choose to deliver 
to low-cost or negative cost delivery points, potentially resulting in higher charges to 
buyers, and to engage in market manipulation that would raise or lower costs at specific 
nodes.  CRES urges the Commission to seek appropriate resolution of these issues before 
ComEd integrates into PJM.  Chicago notes that most Illinois retail suppliers have 
contracts with ComEd's generation affiliate, and that end users could face significantly 
higher bills due to the costs to retail suppliers of renegotiating these contracts. 
 
                     Commission determination   
 
52. The protesters here do not ask for immediate regulatory action by the 
Commission, but rather seek to ensure that the Seller's Choice issue will be resolved 
before ComEd integrates into PJM. As the parties recognize, PJM and the parties are 

                                              
27 PJM does state that firm liquidated damages contracts cannot be relied upon to 

support service to all loads in an emergency because they would provide a guarantee only 
of financial compensation, not energy. 
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currently addressing these contracts through their stakeholder process.28  PJM's Market 
Monitor also recognizes that it may need to take steps to address potential market 
problems arising from Seller's Choice contracts, if necessary.29  As the Commission 
stated in California Independent System Operator Corporation, 30 resolution of this matter 
by the affected contracting parties is the appropriate method of addressing this problem: 
 

[T]he initiation of LMP in PJM and ISO-NE caused similar commercial 
issues between buyers and sellers of 'seller's choice' contracts [and i]n each 
case, the issues were addressed as commercial matters between the contract 
parties who had agreed to such contract terms. . . .  Where existing 
contracts provide an opportunity for the parties to them to negotiate 
towards a mutually acceptable settlement of the manner in which future 
dealings between them will occur in light of changes in market design, we 
encourage such negotiations to proceed.  This will allow those parties to 
work towards minimizing any effects they consider may arise from 
implementation of market developments of this kind.31 
 

The parties therefore need to continue their efforts to work with PJM to resolve these 
contractual issues in a mutually satisfactory manner and in a timely fashion. 
 
              G.  Market mitigation and cost cap issues.   
 
53. PJM proposes to mitigate prices in the NICA energy market during periods when 
the 500 MW pathway between PJM and NICA through AEP is constrained, by capping 
offers by generating units into the energy market at 110 percent of each unit's variable 
costs.  NRG asserts that PJM's rationale – that during such periods resources in the 
current PJM region would not be available to compete with NICA resources to serve  

                                              
28 We note that PJM is continuing to seek to establish a Northern Illinois hub and 

posting pricing data associated with the hub, so that sellers in NICA could transform their 
prior delivery points and use the Northern Illinois hub, rather than allowing delivery 
points to be determined at the seller's discretion, and that a broad coalition of electricity 
generators, wholesale marketers and retail energy suppliers have endorsed this hub 
without opposition.  See http://www.pjm.com/contributions/news-releases/2004/sellers-
choice.pdf. 

 
29 See http://www.pjm.com/committees/stakeholders/nica-mpm-stake/20030113-

market-monitoring-approach-to-sellers-choice-contracts.pdf. 
 
30 105 FERC ¶ 61,140 (2003) (MD02 Order). 
 
31 Id. at P 58-59. 
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load – is insufficient, because the presence of congestion on the pathway alone is not 
determinative that other sources of supply (from PJM or elsewhere) would not be 
available to compete within NICA.  NRG also states that PJM's offer cap, in combination 
with its proposal to impose an offer cap of $165/MW-day whenever supply exceeds the 
minimum reserve requirements by more than 1 percent, will not bring about sufficient 
cost recovery to allow generators to stay in operation, and will provide insufficient 
incentives for new construction.  In this filing PJM summarizes the MMU’s market 
power findings and proposed mitigations for NICA.  Subsequently, PJM filed revisions to 
the PJM OATT and Op Agreement setting forth market mitigation measures in NICA on 
February 5, 2004 in Docket No. ER04-539-000. 
 
54. Edison Mission states that, on the basis of an unproven assertion – that generation 
owners in NICA will have market power when the 500 MW pathway is constrained32 – 
PJM's Market Monitor is seeking the imposition of overbroad mitigation measures.  
Edison Mission also argues that PJM's Market Monitor has not provided analytical 
support for its assertion that, when the NICA market transitions to a capacity auction 
(rather than obtaining capacity through bilateral contracts), some generators will be able 
to exercise market power.  Edison Mission notes that, in stating that one generator owns 
or controls more than 50 percent of total capacity in NICA and at least two generation 
owners will be pivotal, it is not clear whether the Market Monitor is differentiating 
between generation ownership and control over dispatch, in that one party may own 
generation, but another party may be able to control its dispatch.  Edison Mission states 
that the Market Monitor's proposal to cap offer prices in NICA to address scarcity is 
based on inadequate analysis, and also on cost data derived from ISO New England 
rather than from NICA.  Edison Mission further argues that the Market Monitor's 
proposal creates the potential for generators to be undercompensated through the use of 
inaccurate forecasting for operating margins.  Finally, Edison Mission asserts that, 
because ComEd has a full requirements power supply contract with Exelon Generation 
through December 31, 2006, which becomes effective on the date that ComEd is 
integrated into the PJM market, the Commission should investigate whether this contract 
will give ComEd's affiliate, Exelon Generation, monopsony power, because of Exelon's 
position as the interface between competitors and ComEd.33 

                                              
32 Edison Mission asserts that PJM's Market Monitor does not take into account 

the amount of generation that can be imported into NICA from other control areas over 
other transmission paths, fails to demonstrate that NICA is a load pocket, and mis-states 
the number of suppliers of baseload and mid-merit generation in NICA.  Edison Mission 
protest at 22. 

 
33 Edison Mission  notes that this contract came about because, after the Illinois 

legislature extended the retail rate freeze in Illinois through January 1, 2007, Illinois 
parties entered into an agreement with ComEd not to oppose this full requirements 
contract.  Edison Mission protest at 33. 
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55. With regard to market power issues, Exelon asserts that Edison Mission's fear that 
Exelon Generation could exercise monopsony power is wholly speculative, and that 
oversight by the PJM Market Monitor will make NICA more, not less competitive. 
 
                     Commission determination   
 
56. PJM’s answer states that the PJM market monitor has recently been working with 
stakeholders to develop specific  mitigation measures to address the market power 
concerns for the capacity market and for extreme conditions in the energy market.   
PJM’s Market Monitor presented to the Members Committee several changes to the PJM 
Operating Agreement that address stakeholder concerns. At its January 29, 2004 meeting, 
the Members Committee approved the changes.  On February 5, 2004, in a separate 
docket, PJM filed revisions to the PJM OATT and PJM Operating Agreement under 
Section 205 of the FPA.34  The Commission will address the specific proposed mitigation 
measures applicable to NICA in that docket, and parties have raised concerns regarding 
inadequate compensation of generators there.  Moreover, PJM’s local market power 
mitigation procedures are being examined in another ongoing proceeding.35  
 
              H.  Border rate issue.   
 
57. Detroit Edison asserts that ComEd and PJM propose to change the PJM “border” 
rate to $1.574/kW-month, which will benefit customers in some areas who currently pay 
a higher border rate, but may cause customers who have existing reservations on 
ComEd’s system, who currently pay $.95/kW-month, to face a significant increase.  
Detroit Edison asks the Commission to clarify that customers with existing reservations 
will not have to pay a PJM border rate that is higher than the rate an individual company 
would pay, in addition to the load-based charge that has recently been ordered in Docket 
Nos. EL02-111 and EL03-212.   
 
                     Commission determination   
 
58. Detroit Edison’s protest is outside of the scope of this proceeding, and should be 
addressed in Docket No. ER04-467-001. 
 

                                                                                                                                                  
 
34 Docket No. ER04-539-000. 
 
35 See Compensation for Generating Units Subject to Local Market Power 

Mitigation in Bid-Based Markets, Docket No. PL04-2-000 and PJM Interconnection, 
L.L.C. Docket No. EL03-236-000, 105 FERC ¶ 61,312 (2003). 
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               I.  The need for a cost benefit analysis.   
 
59. The Illinois AG asks that the Commission require PJM to submit a detailed 
analysis of the costs and benefits to Illinois retail customers, inside and outside ComEd’s 
service territory, of ComEd’s integration into PJM, before permitting ComEd to integrate 
into PJM. 
 
                     Commission determination    
 
60. In its protest, the Illinois AG seeks, not to determine the costs and benefits of 
ComEd integrating into PJM now, rather than later, but rather to relitigate whether 
ComEd should integrate into PJM at all.36  As shown above, the Commission      
approved the choice of ComEd, and the other New PJM Companies, to join PJM in its 
July 31, 2002 Order.  An attempt to reopen this question now, eighteen months later, is an 
impermissible collateral attack.37  The Commission will deny the Illinois AG's request. 
 
               J.  The need for 60 days' notice and consideration of impact on retail issues. 
 
61.   CRES asserts that, before ComEd is integrated into PJM, it will be necessary to 
consider the impact of that integration on the Illinois retail market.  CRES also stresses 
the necessity of parties having 60 days' notice before integration of ComEd into PJM, 
stating that LSEs will need at least 60 days to acquire capacity, based on the final market 
structure that the Commission adopts, and raises the possibility of market power abuses 
in the newly-forming NICA capacity market if the parties are forced to acquire capacity 
on an excessively short schedule.  CRES further states that its retail supplier members 

                                              
36 See Illinois AG protest at p. 4, paragraph 6 ("Absent consideration of a 

fundamental analysis of whether and to what degree ComEd's integration into PJM will 
cost and/or benefit Illinois retail customers, the Commission should not approve ComEd's 
integration into PJM") and p. 5, paragraph 9 ("Absent PJM's submission of [testimony as 
to costs and benefits], the People [of Illinois] request that the Commission reject PJM's 
petition for approval of its proposed integration of ComEd into the PJM RTO structure"). 

 
37 See New York Independent System Operator, Inc., 106 FERC ¶ 61,111 at P 29 

(2004) ("Since [mitigation measures for New York City] were already accepted by the 
Commission, we reject IPPNY's protest concerning the already accepted Commission 
thresholds, as being a collateral attack  on prior Commission orders"); California 
Independent System Operator, 106 FERC ¶ 61,099 at P 13 (2004) (when in prior orders " 
Commission determined . . . the proper methodology CAISO is to utilize for collecting 
out-of-market costs from the market participants[,] PG&E's arguments constitute an 
impermissible  collateral attack  on those orders and the Commission will not revisit the 
appropriate billing methodology of out-of-market costs here"). 
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must have sufficient time to conduct market trials and, if necessary, recalculate inputs to 
retail rates, revise their billing structures, reevaluate and/or renegotiate existing retail 
contracts, and provide customer education.38  MidAm similarly stresses the need for      
60 days’ notice.  PJM and Exelon, in their answers, further note that the Commission 
should act as quickly as possible to provide the requested lead time, if necessary making 
its action subject to NERC's approval of the PJM and MISO reliability plans. 
 
62. Chicago states that the price uncertainties that may result from ComEd's 
integration may ultimately cause end users to retreat to the certainty of bundled service 
from ComEd, and urges the Commission to ensure that before ComEd is integrated into 
PJM, as many as possible of the issues causing uncertainty to the retail market are 
resolved.  Exelon, in its answer, also notes that many Illinois retail customers make their 
annual supply decisions in the spring, and thus urges the Commission to act promptly to 
put an end to uncertainty as to when ComEd will be integrated into PJM. 
 
                     Commission determination    
 
63. The Commission recognizes the parties' need for certainty, and views this as an 
additional reason to act expeditiously on this filing and not wait until the conditions of 
the July 31 Order are fully met.  As discussed above, the Commission will issue an order 
providing an effective date for integration of ComEd into PJM as soon as we have 
received all information assuring us that doing so will be consistent with our obligation 
under the Federal Power Act to ensure that proposals filed with us result in just and 
reasonable rates, terms and conditions of service.   
 
64. As noted above, on the issue of Sellers' Choice contracts, PJM is working with 
parties to establish a Northern Illinois Hub, or other mechanism, that might enable parties 
to renegotiate Sellers' Choice contracts.  We further encourage the parties here to 
participate in PJM's specific FTR allocation proposal in its compliance filing in      
Docket No. ER03-406. 
 
               K.  PJM's Section 206 filing.   
 
65. As noted above, PJM filed the changes to its OATT and West RAA under   
Section 205, but because 63 percent of PJM members, rather than the required               
66 percent, approved the corresponding changes to PJM's Operating Agreement, PJM 
filed the changes to the Operating Agreement under Section 206 of the FPA.  PJM asserts 

                                              
38 CRES also notes that it would benefit customers and the market, and avoid 

reliability problems, for the Commission to make contingency plans in the event that 
AEP is not integrated into PJM by October 1, 2004, including ensuring the negotiation of 
a joint operating agreement between PJM and AEP to define the interaction of those two 
entities. 
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that the Commission has specifically recognized the PJM Board's authority under   
Section 7.7(vi) of the Operating Agreement under Section 206, and has approved prior 
such filings by the PJM Board.  PJM also cites Rockland Electric Co.39 to support its 
argument that "where all required installations and modifications . . . and facilities" have 
been completed, PJM "shall" promptly approve the addition of a new transmission 
owner.40  Thus, PJM states, the Commission should here approve the proposed changes to 
the Operating Agreement, since all other changes to the Operating Agreement that are 
necessary for ComEd's integration into PJM have already been made. 
 
66. Edison Mission states that PJM has not met its burden under Section 206 to 
demonstrate that the prior provisions of the Operating Agreement are unjust, 
unreasonable, unduly discriminatory or preferential.  Edison also argues that PJM's 
reliance on Rockland is inapplicable, because the integration of Rockland Electric 
Company, a contiguous transmission owner, into PJM did not require any changes to the 
Operating Agreement that would alter the rights and responsibilities of the existing PJM 
members.  Edison Mission states that this filing, by comparison, seeks significant 
revisions to the Operating Agreement in the unique circumstance of integrating a non-
contiguous control area. 
 
                     Commission determination    
 
67. Like the arguments made by the Illinois AG above, Edison Mission's argument 
here is essentially a collateral attack on the Commission's earlier ruling, in its              
July 31 Order, to allow ComEd to integrate into PJM.  For that reason, the controlling 
legal authority is not Rockland, but the Commission's July 31 Order.  To accept Edison 
Mission's argument here would, in essence, allow the lack of a supermajority in the PJM 
Transmission Owners' vote on the amendments to the Operating Agreement to become a 
collateral attack on a decision made by the Commission eighteen months ago, of which 
the parties could have sought rehearing at that time.  The Commission therefore rejects 
Edison Mission's argument on this issue. 
  
The Commission orders: 
 
 The Commission accepts the filing, under the following conditions: 
 
 (A) The filing is conditionally accepted for filing, as discussed in the body of 
this order, to become effective the date the Commission issues an order stating that all 
conditions for integration of ComEd into PJM have been met. 

                                              
39 97 FERC ¶ 61,357 at P 78 (2001) (Rockland). 
 
40 Operating Agreement, § 11.6(f). 
  

20040318-3058 Issued by FERC OSEC 03/18/2004 in Docket#: ER04-521-000



Docket No. ER04-521-000 
 

- 24 - 

 (B)   PJM and MISO are required to make a filing describing the outcome of 
NERC’s review along with any conditions imposed by NERC or changes to this filing 
required by NERC’s actions within ten days of NERC’s approval of the RTOs’ reliability 
plans.   
 
 (C)  Within 30 days of the date of this order, PJM is directed to modify its filing 
to put into place the proposed alternative capacity construct for the interim period, as 
discussed above. 
   
By the Commission. 
 
( S E A L ) 
 
 
 

Linda Mitry, 
Acting Secretary. 
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