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Dear Secretary Camacho-Welch:

Enclosed herewith for filing is an electronic copy of a Petition, including certain exhibits,
initiating the above-entitled matter for Atlantic City Electric Company (“ACE” or the
“Company”). Also attached and filed herewith is the Direct Testimony and accompanying
Schedules of Mario Giovannini, Director of Energy Acquisition, in support of the Company’s
Petition. Finally, the Company provides a fully executed Non-Disclosure Agreement (“NDA”).

Consistent with the Order issued by the Board in connection with In the Matter of the New
Jersey Board of Public Utilities’ Response to the COVID-19 Pandemic for a Temporary Waiver
of Requirements for Certain Non-Essential Obligations, BPU Docket No. E020030254, Order
dated March 19, 2020, this document is being electronically filed with the Secretary of the Board
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Thank you for your cooperation and all courtesies extended. Please contact me with any
questions or concerns with this filing. 1 am happy to provide any further assistance that I can.
Respectfully submitted,
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Cynthia L.M. Holland
An Attorney at Law of the
State of New Jersey
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IN THE MATTER OF THE PETITION STATE OF NEW JERSEY
OF ATLANTIC CITY ELECTRIC

COMPANY FOR APPROVAL OF THE BOARD OF PUBLIC UTILITIES
MODIFICATION OF POWER BPU DOCKET NO.
PURCHASE AGREEMENTS WITH
CHAMBERS COGENERATION
LIMITED PARTNERSHIP AND LOGAN
GENERATING COMPANY, L.P.

CERTIFIED PETITION!?

ATLANTIC CITY ELECTRIC COMPANY (“ACE” or the “Company”), a corporation
organized and existing under the laws of the State of New Jersey, which is subject to the
jurisdiction of the New Jersey Board of Public Utilities (“Board”) and which maintains a regional
office at 5100 Harding Highway, Mays Landing, New Jersey 08330, respectfully petitions the
Board for the approval of Settlement Agreements between ACE and CHAMBERS
COGENERATION LIMITED PARTNERSHIP (*Chambers”), and ACE and LOGAN
GENERATING COMPANY, L.P. (“Logan”) (the “Settlement Agreements”) and Modified
Power Purchase Agreements (“Modified PPAs”) pursuant to which ACE will modify existing
Power Purchase Agreements (“PPAs”) and terminate existing Power Sales Agreements (“PSAs”)
with Chambers and Logan, respectively. In support of this Petition, ACE provides the information
set out below.

l. BACKGROUND

1. ACE is engaged in the transmission and distribution of electric energy for light,

heat, and power to approximately 560,000 residential, commercial, and industrial customers

1 In light of the exigencies created by the COVID-19 pandemic and the Executive Orders issues pursuant thereto, this
Petition is being submitted under Certification in lieu of an Affidavit of Verification.



located in eight counties in the southern portion of New Jersey.? This proceeding involves the
modification and termination of the last of ACE’s contracts to purchase electricity from Non-
Utility Generators (“NUGSs”), which agreements were originally required pursuant to federal
legislation known as the Public Utilities Regulatory Policies Act of 1978 (“PURPA”), 16 U.S.C.A
88§ 791-828(c). Specifically, this proceeding entails a request to modify the existing Chambers
and Logan PPAs such that existing interconnection rights would be preserved but coal-fired
electric generation would cease, as well as the termination of the existing Chambers and Logan
PSAs.

2. Chambers is a 285 MW cogeneration qualifying facility (“QF”) located in Carney’s
Point, New Jersey. The primary fuel source used by the Chambers facility is pulverized coal that
is transported to the site by rail, and the secondary fuel source is fuel oil. Chambers commenced
commercial operation on March 15, 1994 and is jointly owned, indirectly, by affiliates of Starwood
Energy Group Global, LLC (“Starwood”) (60% ownership) and by Atlantic Power (40%
ownership).

3. Logan is a 225 MW cogeneration QF located in Logan Township, New Jersey. The
primary fuel source used by the Logan facility is pulverized coal that is transported to the site by
barge, and the secondary fuel source is fuel oil. Logan commenced commercial operation on

September 22, 1994 and is indirectly owned by affiliates of Starwood.

2 See I/M/O the Merger of Exelon Corporation and Pepco Holdings, Inc., BPU Docket No. EM14060581, Order
Approving Stipulation of Settlement (dated March 6, 2015), in which the Board approved the merger of Exelon
Corporation and Pepco Holdings, Inc., and ACE became a direct subsidiary of PHI. Also, PHI became Pepco Holdings
LLC, a Delaware limited liability company, and is referred to as PHI.



4. Although they are not parties to this proceeding, Chambers and Logan actively
participated in the negotiation of the Term Sheets and Settlement Agreements, and they have
advised ACE of their intention to file a letter with the Board supporting the Company’s requests
in this docket.

A. Existing Agreements

5. Congress enacted PURPA in the wake of the 1970s energy crisis for the purpose
of, among other things, encouraging the use of domestically produced fuels and promoting
competition in the electric generation sector. Pursuant to PURPA, electric public utilities were
required to purchase electricity from QFs at rates that were “just and reasonable,” that is, rates that
were no greater than the utility’s forecasted avoided cost (i.e., the estimated cost the utility would
have incurred if it generated the electricity itself or purchased it from another party). Consistent
with PURPA, ACE executed agreements with Chambers and Logan in 1988 which contained terms
and pricing that were consistent with the Board’s avoided costs policies in effect at the time.

6. Specifically, in September 1988, ACE and Chambers entered into a PPA pursuant
to which Chambers sells 184 MW of capacity and up to 187.6 MWH of energy during winter, and
173.2 MWH of energy during summer, to ACE. The existing PPA sets out the rights and
obligations of the parties, including interconnection rights, and will terminate in March 2024. ACE
and Chambers are also parties to a separate Power Sales Agreement (“PSA”).2 The PSA monetizes
the value of energy and capacity above the maximum values set in the PPA, and allows the
Company to generate additional revenues for the benefit of customers. ACE and Chambers have

negotiated annual PSAs for more than a decade, with the PSAs typically renewing on January 1 of

3 The Chambers PSA is negotiated each year and is typically renewed in January. In 2021, there were delays in
executing the PSA and the agreement was not signed until June 9, 2021.



each year. The Board reviewed and approved the PPA between ACE and Chambers in BPU
Docket No. EM88111219 (Order dated March 31, 1989). A copy of the Chambers PPA (and
subsequent amendments) can be found in Exhibit A. A copy of the Chambers PSA can be found
in Exhibit B, attached hereto. As a QF, Chambers also sells electricity and steam to Chemours.*

7. In August 1988, ACE and Logan entered into a PPA pursuant to which Logan sells
200 MW of energy and capacity to ACE. The existing PPA sets out the rights and obligations of
the parties, including interconnection rights, and will terminate in 2024. ACE and Logan are also
parties to a separate PSA.> The PSA monetizes the value of energy and capacity above the
maximum values set in the PPA and allows the Company to generate additional revenues for the
benefit of customers. ACE and Logan have implemented annual PSAs for more than a decade,
with the PSAs automatically renewing on January 1 of each year. The Board reviewed and
approved the PPA between ACE and Logan in BPU Docket No. EM88091074 (Order dated
December 28, 1988). A copy of the Logan PPA (and subsequent amendments) can be found in
Exhibit C. A copy of the Logan PSA can be found in Exhibit D, attached hereto. As a QF, Logan
also sells steam to the Valtris Specialty Chemicals Company (“Valtris™).®

8. Although the Board determined that the NUG agreements appropriately reflected

avoided cost policy when they granted approval, by the time the Chambers and Logan generating

4 The Chambers facility sells electricity and steam to the Chambers Works facility owned by the Chemours Company
pursuant to a long-term agreement that will also terminate in 2024. Chambers’ electricity and steam agreement with
Chemours Company is not a subject of this proceeding.

5> The currently operative Logan PSA was negotiated in 2012 and executed on December 18, 2012. The Logan PSA
automatically renews each year.

% The Logan facility sells steam to the Valtris facility pursuant to a long-term agreement that will also terminate in
2024. Logan’s steam agreement with Valtris is not a subject of this proceeding.



plants were operational in 1994, the pricing terms included in the contracts resulted in payments
in excess of the market value of the output of the facilities.

9. Subsequent administrative and legislative action at both the federal and State levels
sought more efficient means to promote competition in the energy sector. Notably, in 1999, the
Legislature enacted the Electric Discount and Energy Competition Act (“EDECA”), N.J.S.A. 48:3-
49 et seq., intended to restructure the electric utility industry in New Jersey and address various
types of stranded costs that were identified because of restructuring. EDECA expressly
determined that the above-market costs associated with existing long term NUG PPAs, such as
Chambers and Logan, were stranded costs subject to cost recovery. N.J.S.A. 48:3-61(a)(3).
Further, EDECA authorized the Board to approve the renegotiation, restructuring, and/or
termination of existing long-term NUG contracts where such actions “will result in a substantial
reduction in the total stranded costs of the utility, which resulting savings will be passed through
to ratepayers on a full and timely basis.” N.J.S.A. 48:3-61(1)(1).

10. In an effort to mitigate cost impacts to ACE customers, currently all of the energy
and capacity purchased by ACE pursuant to the PPAs and the PSAs with Chambers and Logan is
sold into the PJIM wholesale market. The electricity ACE receives through the Logan and
Chambers PPAs and PSAs is not used by ACE to supply the needs of its retail distribution
customers. As such, ACE customers do not receive direct supply benefits from these agreements,
but do shoulder the financial burden of the above-market costs. Moreover, ACE does not earn a
return on, or benefit from, these agreements in any way.

11.  Consequently, as discussed further below, ACE has sought for many years to
identify and employ strategies for renegotiating, modifying, and/or eliminating the Chambers and

Logan agreements.



B. Existing Contract Obligations

12.  Although the full agreements are provided in Exhibits A through D, to further assist
the Board in understanding the contracting parties’ rights and obligations under the existing PPAS
and PSAs, the Company has prepared a high-level summary of important contract and operating
provisions. Attached as Exhibit E is a summary of relevant contract provisions for the Chambers
PPA and PSA and attached as Exhibit F is a summary of relevant terms for the Logan PPA and
PSA.

C. Interconnection Rights/Obligations

13.  As noted in the Term Sheets, the PPAs will be modified such that certain
interconnection rights and obligations in the PPAs will survive. The reason for this is relatively
straightforward. Generators connected to the PJM grid have a stand-alone Interconnection
Agreement (“IA”) with PIM. This allows the generator to sell into the PJIM market. Without an
IA, no sales can occur. Many NUGs have three-party 1As which include PJM, the utility, and the
generator. In the case of Chambers and Logan, the plant owners are not PJM members; however,
the 1A is included in the PPA itself because the 1A is between ACE and PJM. When the PPAs
end, the 1A rights will end, and the facilities will need to have an IA in place for the transition
period and to serve the steam host. The timing of getting a new IA in place between the facilities
and PJM could take up to 4 months or longer given delays at PJM. Chambers and Logan have
requested that ACE terminate the PPAs, except for the IA provisions, so that Chambers and Logan
can continue to sell into the PJIM market through the existing interconnection facilities. This
approach will allow status quo operations with respect to the plants until the transaction and
transition are completed. Consequently, this strategy is contemplated in the Term Sheets and is

the reason for the modification of the PPASs rather than termination.



1. PROPOSED TRANSACTIONS

A. Negotiation Process

14.  As set out in the Board’s Order in BPU Docket No. ER13030186, dated May 29,
2013, and referenced in subsequent orders, ACE is required to make a good faith effort to negotiate
with Chambers and Logan in an effort to mitigate the stranded costs associated with these long-
term NUG contracts. Indeed, the Order recognizes ACE’s efforts to renegotiate the NUG contracts
before 2013 by indicating that ACE was to “re-initiate” good faith negotiations.

15. Since 2013, ACE has been required to file quarterly reports with the Board
concerning its NUG contract negotiations. ACE has held multiple discussions concerning
renegotiation and/or termination of the Logan and Chambers PPAs and PSAs, as has been
described in the quarterly reports filed in compliance with the Order in BPU Docket No.
ER13030186.

16. In recent months, those discussions have become more productive, and ACE,
Logan, and Chambers have negotiated two Term Sheets, attached hereto as Exhibit G (Chambers
Term Sheet) and Exhibit H (Logan Term Sheet), containing the critical terms pursuant to which
the PPAs and PSAs will be modified and/or terminated, and the use of pulverized coal at the two
facilities will end. The Term Sheets will be memorialized in two Settlement Agreements, one each
with Chambers and Logan, which Settlement Agreements are presently being finalized. In
addition, Modified PPAs will also be prepared to retain the interconnection provisions discussed
above.

17. Upon execution, ACE will supplement this filing with the Settlement Agreements
and Modified PPAs and so has designated Exhibit | (Chambers Agreements) and Exhibit J (Logan

Agreements) as placeholders for those materials. As explained below and in the Direct Testimony



of Company Witness Mario Giovannini, the Company believes the key terms of the Settlement
Agreements and Modified PPAs are contained in the Term Sheets and provides these detailed
materials now in an effort to provide the parties with the information needed to evaluate the
Company’s requests in this proceeding. Further, as noted above, Chambers and Logan have
indicated to ACE that such parties will file with the Board a letter supporting the relief requested
by the Company.

B. Overview of Key Transaction Terms

18.  As explained in greater detail in the Direct Testimony of Company Witness
Giovannini, upon receipt of required regulatory approvals and satisfaction of all conditions
precedent, ACE will make a series of negotiated fixed monthly payments for the remaining term
of the existing PPAs and PSAs. The fixed monthly payment amounts reflect negotiated payments
by Chambers and Logan, and result in savings to customers of up to $30 million over the remaining
term of the existing agreements.” Specifically, customers will see savings of up to $14,047,165
on the Chambers agreements and up to $15,952,835 on the Logan agreements. Exhibit A to each
of the Term Sheets is a schedule of the monthly payments by ACE to the facilities and monthly
customer benefit payments by the respective projects that will offset a portion of ACE’s monthly
payments. Ultimately, the customer benefit amounts will reduce ACE’s payments to the facilities

and reduce the stranded costs paid by customers.

" The actual amount of customer savings will depend on the date of the closing of the PPA modifications and PSA
terminations. As set out in the Term Sheets, monthly customer benefit payments by Chambers and Logan will not
commence until the Board has approved this proposal and the various contract modifications and terminations have
closed. Consequently, this timing may decrease the total amount of the benefits customers receive. For example, if
the transaction has not been approved by the Board in January 2022, then the $245,595 customer benefit payment
scheduled for that month will not be provided by Chambers to ACE and its customers, and there is no opportunity to
recoup this customer benefit at a later point.



19. In exchange for the fixed payments, ACE, Chambers, and Logan have agreed that
coal-fired electric generation will cease at the facilities permanently, following brief transition
periods. The purpose of the specified transition periods is to facilitate the orderly cessation of
coal-fired operations, and in the case of Chambers, to obtain necessary approvals to produce steam
for the Chemours Chambers Works facility using natural gas-fired boilers with fuel oil back-up.
For the avoidance of doubt, the intention of ACE, Chambers, and Logan is that the use of coal at
Chambers and Logan will cease permanently.

20.  ACE, Chambers, and Logan have negotiated brief transition periods applicable to
the individual projects. Specifically, within three months after the closing of the PPA modification
and PSA termination, Logan will permanently cease any coal-fired electric generation and the
combustion of any coal at its facility. With respect to Chambers, within three months after the
later to occur of the closing of the NUG contracts termination/modification and receipt of all
regulatory approvals for steam production with gas-fired boilers, and subject to the provisions set
forth under “Plant Operations” in the Chambers Term Sheet outlined below, Chambers will
permanently cease any coal-fired electric generation and the combustion of any coal at its facility.
In the event Chambers has not permanently ceased the combustion of coal within three months of
the closing, then, subject to minimum output levels required to meet regulatory requirements and
technical specifications for the applicable equipment, Chambers will reduce the coal combustion
at its power plant to the level necessary only to satisfy its steam obligations to Chemours and any

incidental energy produced.

21.  Asnoted above, the Board is authorized to approve the renegotiation, restructuring,
and/or termination of existing long-term NUG contracts where such actions “will result in a

substantial reduction in the total stranded costs of the utility, which resulting savings will be passed



through to ratepayers on a full and timely basis.” N.J.S.A. 48:3-61(1)(1). Inthe instant proceeding,
expeditiously approving the modification and termination of the NUG contracts will result in the
reduction of stranded costs of up to $30 million, which benefit will be passed through to customers
in the annual filings of the Non-Utility Generation Charge (“NGC”), as described below. In
addition, there are significant environmental benefits resulting from the cessation of coal-fired
operations at the units that will be discussed further below and in the Direct Testimony of Company
Witness Giovannini. Taken together, these benefits demonstrate that approval of the modification
and termination of the NUG contracts is in the public interest and should be approved by the Board
on an expedited basis as described herein.

C. Environmental Benefits

22, Improving air quality has long been a concern in New Jersey. In 2005, the New
Jersey Department of Environmental Protection (“DEP”) classified carbon dioxide (“CO2”) as an
air contaminant, which encouraged the State to look critically at the harmful effects that polluting
coal was having on air quality. That same year, the State was a founding member of the Regional
Greenhouse Gas Initiative (“RGGI), which is a cooperative effort among several states in New
England and the Mid-Atlantic regions to reduce greenhouse gas emissions through the operation
of a CO2 budget trading program. The State subsequently withdrew from RGGI, but, by Executive
Order No. 7, dated January 29, 2018, Governor Murphy directed the Board and DEP to re-join
RGGI as a means of achieving State goals for combatting climate change.

23. Despite these and other efforts to address climate change, the 2019 Energy Master
Plan (“EMP”) plainly states that “there is also evidence that New Jersey’s current trajectory and

efforts will be insufficient to reach the goals we have established to address climate change.”®

8 See 2019 New Jersey Energy Master Plan, at Section 2, page 11.
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DEP’s 2020 Global Warming Response Act 80 x 50 Report (“GWRA Report™) also asserts that,
“[w]ithout steep and permanent reductions in global GHG emissions within the next several years,
New Jersey’s people and their property will experience significant adverse effects of climate
change.”®

24, Both the EMP and GWRA Report recognize the environmental benefits that have
been achieved by transitioning the State’s resource mix away from traditional coal-fired generation
and toward cleaner resources. However, Goal 2.1.9 of the EMP indicates that additional regulation
of CO2 may be prudent to ensure that the state meets its statutory mandate of an 80% reduction in
GHG by 2050. In Executive Order No. 100, dated January 27, 2020, Governor Murphy directed
the DEP Commissioner to “[e]stablish criteria that shall govern and reduce emissions of carbon
dioxide.”

25. Following a lengthy stakeholder process, DEP recently published its “Control and
Prohibition of Carbon Dioxide Emissions” rule proposal on December 6, 2021. This rule proposal,
if adopted, will limit GHG emissions from fossil-fuel powered electric generation units. Because
the rulemaking process takes time, immediate greenhouse gas reductions may not be realized in
2022,

26.  As the EMP references the positive benefits associated with the closure of many
coal units in the State, it also acknowledges that two coal units remain. Chambers and Logan
represent the last large-scale coal-fired generation units in the State. The Settlement Agreements
will require Chambers and Logan to permanently cease coal-fired generation activities within a
matter of months, well before DEP’s rule adoption. This represents a significant and lasting

environmental benefit to customers and to the State. Indeed, but for the terms of the Settlement

® See GWRA Report, Executive Summary, at page V.
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Agreements, Chambers and Logan could continue to operate on a coal-fired basis following the
expiration of the existing PPAs and PSAs—an outcome that is clearly inconsistent with the State’s
focus on a clean energy future.

27.  Consistent with the State’s policy, as well as the administrative efforts of the Board
and DEP, ACE believes that climate change and its social and environmental effects are among
the most significant challenges facing the world today. ACE is committed to providing its electric
service to customers in the State in a manner that aligns with Governor Murphy’s climate and
clean energy goals.

28. Finally, the Board has the statutory jurisdiction, power, and duty to “require any
public utility to furnish safe, adequate, and proper service, including furnishing and performance
of service in a manner that tends to conserve and preserve the quality of the environment and
prevent the pollution of the waters, land, and air of this State.” N.J.S.A. 48:2-23. ACE believes
these Settlement Agreements comport with the State’s climate change policies, providing
environmental benefits in the public interest. The Board’s approval of these Settlement
Agreements will conserve and preserve the quality of the environment and prevent air pollution.

D. Payment Stream Calculation

29. At the core of the proposed transaction is the stream of monthly payments and
customer benefits. The Company engaged a third-party consultant, ICF, to assist it with
performing projections of generation output, forward PJM Locational Marginal Prices (“LMPs”)
and provided capacity prices for forward PJM planning years to model the PJM revenues and
contract payments. These projections enabled ACE to estimate the stream of payments to Logan
and Chambers as well as offsetting revenues from selling the energy and capacity back into PJM

that would have occurred if the PPAs and PSAs were to remain unchanged and run to termination

12



in 2024. These projections were utilized in negotiations with Logan and Chambers. A copy of
the internal price curve comparison used in this process is included as Exhibit K hereto. Company
Witness Giovannini provides a detailed discussion of this process and the model used by ICF for
its projections. Further, the Company has arranged for ICF to assist Board Staff and the Division
of Rate Counsel (“Rate Counsel”) in the event that either party wishes to conduct sensitivity
analyses using alternative data inputs into the model used by ICF to assist the Company with its
analysis.

30. In support of the relief requested in this Petition, the Company also provides the
Direct Testimony of Mario Giovannini, Director of Energy Acquisition for PHI, who was directly
involved in the analysis supporting the fixed payments set out in the Term Sheets. Mr. Giovannini
testifies in detail regarding the forecasting process used by the Company, the key terms in the
Term Sheets, and the environmental and financial benefits that will result from approval of the
proposed modification of the PPAs and termination of the PSAs.

E. Timing of Required Approval

31.  As noted in the Term Sheets, Settlement Agreements and Modified PPAs, if the
closing of the modification of the NUG contracts does not occur by April 10, 2022, then the
proposed Settlement Agreements and Modified PPAs will automatically terminate and the existing
NUG contracts will remain in full force and effect in accordance with their terms. In addition,
because the amount of customer benefits is linked to the timing of the closing of the proposed
transaction, there are important financial incentives to resolve this proceeding promptly.

32.  Given this timing, the Company respectfully requests that the Board retain this
matter, review it on an expedited basis, and approve the requests made herein no later than the

Board’s public agenda meeting scheduled for March 23, 2022. Based in part upon a review of
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prior Orders approving such transactions, ACE has endeavored to anticipate information that could
be helpful to Board Staff and Rate Counsel in reviewing this request and has provided that
information in this filing to facilitate expedited action.

1.  COST RECOVERY

33.  As noted above, ACE is not proposing to address NUG contract cost recovery in
this docket. Instead, the Company proposes to address cost recovery through the well-established
annual NGC filing process pursuant to which the Company currently recovers the above-market
costs of the Chambers and Logan NUG agreements. The NGC is updated annually in a filing made
on, or about, February 1. The Company believes that cost recovery related to the fixed payments
reflected in the Term Sheets and Settlement Agreements is appropriately addressed in the annual
NGC filings and should continue to be reviewed and approved in those proceedings. The Company
provides this cost recovery discussion now in order to demonstrate that approval of the
modification and/or termination of the NUG contracts is warranted because there will be a material
reduction in stranded costs and there is an existing, well-functioning mechanism for ensuring that
those benefits are passed through to customers in a full and timely manner.

34.  The Company’s intention is to continue its annual NGC filings, including its next
scheduled filing on or before February 1, 2022 which will reflect a proposed rate effective date of
June 1, 2022. That filing would include a forecast of costs for the period of April 1, 2022 through
March 31, 2023 (ACE’s annual period) as well as any under/over recovery from the previous year
(i.e., April 1, 2021 — March 31, 2022).

35.  ACE’scurrent plan is to make its February 2022 filing using its standard forecasting
methodology. Should the Board approve the requests in this proceeding, ACE will update its

forecast to reflect the approved fixed payments, and reduced stranded costs, which will occur in
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2022 as a result of the modification of the PPAs and termination of the PSAs. In addition, the
resultant NGC rate would be updated at that time and in that proceeding.

36.  Given the April 10, 2022 termination date of the Term Sheets, ACE anticipates that
the impact of this NUG contract proceeding will be known in sufficient time to accurately reflect
a reduction of stranded costs in the NGC proceeding and for a new NGC rate to become effective
on June 1, 2022. Thereafter, ACE would continue to make annual NGC filings to reset the NGC
rate until the final payments are made to the Chambers and Logan projects. ACE anticipates that
those filings will continue to occur by February 1 of each subsequent year® and reflect the fixed
payments to be made under the modified PPAs as well as any under/over recovery from the prior

period.!

10 ACE notes that once the final payments are made to Chambers and Logan, there will be one additional filing for
the NGC to true-up the balance based on that year’s actual activity. The Company highlights this final filing in the
interest of clarity and for avoidance of doubt as to the complete filing schedule.

11 ACE typically experiences some under/over recoveries due to the differences between actual sales and budgeted
sales projections that are used in the NGC filings.
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IV. SUPPORTING TESTIMONY AND EXHIBITS

37.  The proposed relief described in this Petition and Exhibits is supported by the
Direct Testimony and supporting schedules of Mario Giovannini, Director of Energy Acquisition

for PHI, which is attached hereto and made a part hereof.

38. The following Exhibits are attached to this Petition:
Exhibit A:  Chambers PPA, and amendments;
Exhibit B:  Chambers PSA dated June 9, 2021,
Exhibit C:  Logan PPA, and amendments;
Exhibit D:  Logan PSA dated December 18, 2012, as renewed annually;
Exhibit E:  Summary of Chambers PPA and PSA key contract terms;
Exhibit F:  Summary of Logan PPA and PSA key contract terms;
Exhibit G:  Chambers Term Sheet;
Exhibit H:  Logan Term Sheet;
Exhibit I: Chambers Settlement Agreement and Modified PPA [to be filed];
Exhibit J: Logan Settlement Agreement and Modified PPA [to be filed]; and
Exhibit K:  Internal Price Curve Comparison.
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V. COMMUNICATIONS

39.  Communications and correspondence concerning this proceeding should be sent to
the following representatives of the Company:

Cynthia L. M. Holland, Esquire

Assistant General Counsel

Atlantic City Electric Company

150 West State Street

Trenton, New Jersey 08608

Telephone:  267.533.1671

E-Mail: cynthia.holland@exeloncorp.com

and

Marisa Slaten

Director, Regulatory Strategy & Services
Pepco Holdings LLC

500 North Wakefield Drive

Newark, Delaware 19702

Telephone:  302.451.5325

E-Mail: marisa.slaten@exeloncorp.com

and

Heather Hall

Manager, New Jersey Regulatory Affairs
Atlantic City Electric Company — 92DC42
500 North Wakefield Drive

P.O. Box 6066

Newark, Delaware 19714-6066
Telephone: 302.451.5323

E-Mail: heather.hall@pepcoholdings.com
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VI. CONCLUSION

WHEREFORE, ATLANTIC CITY ELECTRIC COMPANY respectfully requests that
the Board make the following determinations:

A. that the Settlement Agreements and Modified PPAs between the Company and
Chambers and the Company and Logan will result in a substantial reduction in stranded costs and
so are in the public interest;

B. that the cessation of the use of coal at the Chambers and Logan facilities provides
environmental benefits to customers and the State of New Jersey, and is in the public interest;

C. that the payments required under the Settlement Agreements are just and reasonable
and shall be subject to recovery in the Company’s future NGC filings; and

D. that the Company shall have such other and further relief as the Board may

determine is just and reasonable.

Respectfully submitted,

), " %
Dated: December 22, 2021 éﬂif(% %T/( 71/%/[?{,

CYNTHIA L. M. HOLLAND
An Attorney at Law of the
State of New Jersey

Counsel for Atlantic City Electric Company
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IN THE MATTER OF THE PETITION STATE OF NEW JERSEY
OF ATLANTIC CITY ELECTRIC

COMPANY FOR APPROVAL OF THE BOARD OF PUBLIC UTILITIES
MODIFICATION OF POWER
PURCHASE AGREEMENTS WITH BPU DOCKET NO.

CHAMBERS COGENERATION
LIMITED PARTNERSHIP AND LOGAN
GENERATING COMPANY, L.P.

CERTIFICATION OF MARISSA E. HUMPHREY

MARISSA E. HUMPHREY, of full age, certifies as follows:

1. I am the Vice President of Regulatory Policy and Strategy of and for Atlantic City
Electric Company (“ACE”). In light of the constraints associated with the COVID-19 pandemic,
I am submitting this Certification in lieu of Verification in support of ACE’s requests in the above-
captioned docket.

2. I hereby certify that, as Vice President of Regulatory Policy and Strategy, | am duly
authorized to make this Certification on ACE’s behalf.

3. | further certify that the information and data contained in the Petition are true and
correct to the best of my knowledge, information, and belief.

4, | further and finally certify that the foregoing statements made by me are true. |
am aware that, if any of the foregoing statements made by me are willfully false, I am subject to

punishment.

Dated: December 22, 2021 Mwwx -’}/[Vmw"
MARISSA E. HUMPHREY
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AGREEMENT FOR PURCHASE
OF ELECTRIC POWER

between

ATLANTIC CITY ELECTRIC

COMPANY
as Purchaser :

and

CHAMBERS COGENERATION LIMITE

D PARTNERSHIP
as Seller ,

 DATED AS.OF

September 29, 1938



LRl

Exhibit A

Page 2 of 254

TABLE OF CONTENTS
ARTICLE

L DEFINITIONS 4+« v e vvennnenss e ST e
1.4 Definitions « . ... .. eteeetavscaecces it eanna
2 : TERMOFAGREEMENT ...coo-a.--luco.'--.".-..---:--....' oooooo .-.
2.1 O I P e i e e .
2.2 Condltlons Precedent to Commencement of Term e P
2.3 Effect of Termination . . v vu e e R R R
3 ' BASIC RIGHTS AND OBLIGATIONS SRR R R R R R R R PR PRI .
3.1  Delivery of Electric Energy and Capac:lty ....... ereeeeae .
3.2 Purchaser's Obligation ....ciceceeiiiancareseavennna
3.3 Seller's Obligations « . v+ vvecacananas e dea e de e e

3.4 Exceptions:To Purchaser's Obligation To- Accept R
Net Plant Output . ..o vieeanns teeecasiesseesanaanas
3.5 Prudent Electrical Practices ..... ceataeaaan ceeemanan iR
3.6 Sales to DuPont ..... B P IR E
¥ . DATE OF COMMERCIAL OPERATION ......... i i
5 'PURCHASE PRICE AND OTHER CHARGES .. R B .' .' e
52 OtherCharges'..... .......... ieseearacrteessctaseaas
6 = BILLING AND RECORDS . vuuvvecerannnnnn
6.1 Billing and Payment ......... G ees et seiccentencsans e
6.2 Records . .v i vevesnnnenns et e teeae st e ‘e
7 MEASUREMENT ANDMETERING . .. .. e vt e it iie i iiiaanans cean
7.1 Metering .. vovevvnaeeenss et eseseas e nan PN
7.2 Measurement. . .. .cveeveen B T T L T R AT AP SRR

-i-

PAGE

N

D 0o O oo

10
11

14

16
16

17

13

21

22
22
23
24

24
24



Exhibit A
Page 3 of 254

ARTICLE - | PAGE
8 .' ‘. DELIVERY ---------- LI DN B A B N N N Y I I BN O TN I I TR I Y I I B R - 'o_':_'_c',.'" 25
8-1 POintofDeliVery " % 8 S S & W T ST SRS S AE S eSS e YN 25
8-2 Tit}.e tO EHEFgY *# % s 0 8 .r' % 8 9% a4 2 g 548 2 9 e a0t a s a8 y n.'- - '.-. ‘q o s aw 25
9 INTERCONNECTION ...0uvunnn... et ceenn R
9.1 Interconnection Costs Generally ......«ciiveeenaninndes 25
9!2 Payment lllllll Ol..““..ﬂ"...‘..l!'I..- ...... ..Cﬂ 26
9.3 Instrumentation .. ..eeeeevevrosavnoenansans eenas ee. 27
9.4 Operation and Maintenance of !nterconnectmn ceedieveaeaees 27
'9.5  Rearrangement or Reinforcement of - Cle o
o Interconnection.............. ..... e dseetanareaaas 27
9.6 Relocation of Purchaser's Facilities ..o .. vs vt iaa. 28
9.7 Protection of Purchaser's Facilities ... c.oiviviveiedeaes 28
9.8 Taxes on Interconnection Facilities ..o v e e et e 28
9.9  Title to INterconnection . ...eeeeeeeeesececacoscsosss W. 31
'9.10  Construction Notice +....0ueun e ;.;3.:.:.'.-.:. iV s eee s ", . 32
- 9.1  Removal of Interconnection e RV de s e se. 32
9.12. Amendments Regarding Interconnectlon Costs P IR .. 32
10°  CONSTRUCTION, OPERATION AND MAINTENANC?E R R &
10.1 Progress Reports +ovveetveenitnnnontettieaaanaannses 33
10.2  Seller's Property ... ... vrvesnoee i ivaads 33
10.3  Plans and Specifications +...ecivsevocsvanaans eeenaens 33
104 Operating Standards v oviineisirnearesnsnraannnn cees 34
10.5  Scheduled Maintenance . ... ... .. e e S E N SN e Y e. 36
10.6 Operatmg StatistiCs e vvevieeacaceannn e 74
10.7  Changes in Operating Voltage s R T T ¥
il ACCESS TO FACILITEES . ....... coraen e B S S A 7 A
11.1 Access During Cor_lstruc'tion ....... e e e et ae e aeeais 37
) - 1L2 Inspectionsand TestS «....eeuvueaena PR xi e aeaas “e. 37
= 11.3 Easements voiienerrienerinsnesaenasorsansssecsans .. 38
12 LIABILITY AND INDEMNIFICATION «ivvtvrnnrnennnnennnnss R
1201 Limitation of LIGDITY « e« v v eevennnseesennecassennsins 39

12.2 Indemnification «...veiierieneiierennacronaas e 39

-ii-



Exhibit A

- - : Page 4 of 254
ARTICLE g : PAGE
i3 BREACH, TERMINATION, AND REMEDIES .. ccervvvaanannns eeee. 40

13.1 Definitionof Breach .. ... cvaveeceaann feseacaas cesea. 40

13.2  Remedies for Breach - B ceeeaeean ceees. U3

13.3 Purchaser's Right to Operate Fac111ty ..... ceeeravan seeees - 43

~13.4  Purchaser's Right to'Retain Reserve Fund as L -

Liquidated Damages ..« P AT, W eses s Ciaeeeraeesas by

16 INSURANCE +eeeeevunsennnnnonnenns s .. 48

15 FORCEMAJEURE ...... EEREERR R AR EE R .50
16 GOVERNMENTAL AUTHORITY +...vceecannnnniennarnvenaces 51

17 ARBITRATION OF DISPUTES - «evvunvne- R SRR 7
18  MISCELLANEOUS ....... e ceeen U B
18.1 Effectongreement B R R R R R R R ceees 33

18.2 Law GOVEINIAgE +'a e s e nvassass P

18.3 Non-Discrimination Provision .. ..eeeescessasancecscoaas .54

18.4 Notices -....... seanens Ceseenn ceseiviersiecasnaans . 54

18.5 Severability «veseaceossvveecens v eee e cecanaaeaaas 54

18.6 Entire Agreement ... .. P ceeeaaas ceecssaan e

13.7 Amendment and Waiver ..... eeeeeaas cesesesaas ceeeaes 55

18.8 Several Obligations « « « + + ¢+ «« ceceses ceseesnceas cessena 55

18.9 Project Financing « . v s cesvvvoasanescscaaes seensanans 55

18,10 Assignment ......c... Ceeeaee seeevaas sresessas e 56

18,11 Captions .eceeeeesaaesancnn seesan ceesensaas eeenen 57

18,12 CounferpartS coecgessossesssssscsas teaseeeas ceeaene 57

-1ii-



Exhibit A -
Exhibit B -

Exhibit C -

Exhibit D -

Exhibit E -

Exhibit F -

Exhibit G -

Exhibit H -
Exhibit [ -
Exhibit J-

Exhibit L-

Exhibit A
Page 5 of 254

TABLE OF EXHIBITS

Description of Selier's Facility.

PIM Minimum Generation Obhgatlons and Procedures.

' Technical Gmdelmes For Cogenerators and Small Power Producers
~ (Dated October, 1985; Rev1sed January, 1988). -

Drawing Showmg Interconnection and Point of Deiwery

‘Stipulation between Purchaser and the BPU Staff ad BPU Order dated

August 28, 1987 approving the Stipulation.

" Technical Guidelines for Customer Service at Sijb-Transmission and

Transmission Voltages (Dated May, 1985)

Purchaser's Rules and Procedures for Determmatlon of Generatmg
Capability to Meet the Requu’ements of the PJM Interconnectlon, dated
August, 1984, Do i :

' Purchaser's Interconnection Study for Seller's Facility. 7

' Methodology for Calculating Avallabmty Factor

Procedures for Billing Work Done at the Expense of Others

Amendments

~ly=



Exhibit A
Page 6 of 254

AGREEMENT FOR PURCHASE OF ELECTRIC POWER

| This agreement (hereinafter referred to as the "Agreement") is entered into
‘and effective as of this 29th day of September, 1988 by and between ATLANTIC CITY
ELECTRIC COMPANY, 1199 Black Horse Pike, Pleasantville, New Jersey 08232 (herein-
-after referred to as "Purchaser™), and CHAMBERS COGENERATION LIMITED PART-
NERSHIP, having offices at P. O. BOX 3965, San Francisco, California 94119 (hereinafter
referred to as "Seller"). |
| WHEREAS, Seller is undertaking to-acquire, construct; install, and operate a
cogeneration facility of which 184,000 kilowatts will be interconnected to Purchaser's
~ system (hereinafter referred to as the "Facility") all'as more particul'arly-dgscribéd in
Exhibit "A" attached hereto and incorporated.as part of this Agreement, 10 be located
within the electric service territory of Purchaéer on property owned by E.l. Dupont de
Nemours & Company, Inc. (hereinafter referred to as "Dupont")-adjacefit to the Cham-
bers Works plant, New Jersey; and - R It
WHEREAS, Seller intends to sell electric pov&er and capa;:ity to Puréhaser,
and Purchaser, in recognition of its obligatioqs‘uhder thé Public Utility Regulatory Pol-
icies Act of 1978 as implemented by the Federal Energy Regulatory Commission (here-
inafter referred. to-as the "FERC") and the State of New Jersey Board of Public Utilities
(hereinafter referred to as the "Boa’rd"), will purchase the Net Plant Output and Capat:ity
__from the Facility; and
WHEREAS, it is necessary for Seller to obtain a long-term commitment for
the purchase of its Net Plant Output and capacity in order to plan and obtain financing
and other necessary commit;rnents for the construction and operation of the Facility; and
WHEREAS, Purchaser expects to require added generating capacity on its

system and desires an arrangement under which Purchaser shail have sufficient opera-
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tional control over Seller's :generati_r,lg- capacity such that the Facility can be dispatched
upward or downward, i.e., operated at its maximum or minimum rated electrical capacity
,-(_or_ any-point in between) to generate above Seller's Minimum Load when’ ahd if needed by
Purchaser, and that in -a_li other respects Purchaser will have sufficient contro! o be able
‘t.,°.._count_ Seller's Facility ‘as-part of its capacity for purposes of meéting Purchaset's obli-
gations under the PIM Interconnection Agreement, as hereinafter' defined, and associated
ggiqelines and standards; and
WHEREAS, subject to Seller's obligations hereunder; Seller inténds to sell
electric energy and capacity, to Duponty and -
| - WHEREAS, Seller and Purchaser havé'agreed to‘enter -into this Agreement
subject. to Seller's obtaining all reﬁ[uireﬂ. financing and.obtaining:and maintaining ali*req-
~3;;j1.§it?e, governmental permits, licenses,-waivers, franchises, ‘easemerits; regulatory ap-
. provals and other approvals for the construction and operation of thé Facility.
| NOW. THEREFORE; in consideration of ‘the mutual promises, covenants and
conditions contained herein, Purchaser and Seller agree as.follows: -
o ARTICLE L. -

_+=:. DEFINITIONS

1.1 ., Definitions .For purposés-of this Ag’reemeﬁt,ithé‘*'éfoiibwing terms shall have
 the f_.olloWing meanings: f
A. "Availability Factor" shall mean the ratio of Seller's Fécility'S'a\;aili
ability to -Purchaser's systefn's availability based -on a contract yeér_
calculation of "Availability", as defined in Exhibit "[¥ attached hereto
~ and made; .a'part hereof.

.B. "Base Escalator" or "Base Index" shall imean the escalation index se-

lected by Seller from those indices available under the Standard Offer
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“to be used to adjust the variable energy portien (Base) of the payment

to Seller pursuant to Article 5 hereof.

"Billing Period" shall mean the period between-any two consecutive

- regularly. scheduled meter readings by Purchaser at Seller's Facility,

_ nominally, one calendar month. -

"Board" or "BPU" shall mean the State of New Jersey Board of Public

. Utilities or any successor thereto having jurisdiction over this Agree-

ment.

TContract Year" shall mean each of:the successive twelve (12) month

periods commencing: with the-Date of Commercial Operation.

"Date of Commercial Operation™ shall have the meaning set forth in

. Article 4 hereof.

"Dispatchable"” shall mean the .‘capabilityA-td increase energy output

~ above Minimum Load or decrease the-energy output to Minimum Load

and to correspondingly modify the voltage level of the Facility in re-
sponse to directions from the System Control Center (i.e., within the

time requirements of the PJM guidelines identified and incorporated

- as part of this Agreement, and as same may be amended from time to

time after notice to Seller), consistent with the requirements of Ar-
ticles 3 and 10 of this Agreement, including but not limited to Pur-
chaser's rights under Article 3.4,

"Effective Date" shall mean September 29, 1938.

“Escalation Factor™ for each calendar year for purposes of calculating
the adminij_strative fee specified in Article 5.2 hereof, shall mean the

Consumer Price Index of the Bureau of Labor Statistics, United States

Department of Labor (1967 =100} for the Metropolitan Philacel-
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. phia/New Jersey -area for the September preceding the calendar year

divided by the indice for September,. 1987." In the event the above-

- referenced-index is discontinued; the Natiorial Consumer Price Index

- shall be u_tiI_izéd,' In the event a-new index is developed solely for the

southern portion of New Jersey; then such in'dex-‘may be utilized upon

the mutual consent of the parties. ‘‘The calculation of the Escalation

~Factor _$h§-1-1 bei based upon the mostirécent calendar year for which

such index has been published.

"Forced Qutage" shall mean any outageé caused by mechanical or elec-

- tric equipment: failure that either fully or partiilly curtails the elec-

trical output of the Facility.

"Hourly Interchange Cost" shall mean the 'hdljﬂy”ihterchange cost for

. Purchaser. as such cost is defined by the PIM’ Interconnection, divided

by the number:of kilowatt-hours-of energy delivéred to the PIM Inter-

- .connection :by Purchaser or received:by Puré¢haser from the PIM In-

terconnection for each hour:

“Independent: Engineer" shall mean 'th‘e'en'gineering firm to be desig-

nated-by mutual agreement of Seller and Purchaser and any successor
thereto designated by the same method.

"Indirect Costs™ shall mean those reasonable -costs described as in-
direct in Purchaser's .then current "Procedures for Billing Work Done
at the Expense of Othersi', as ‘may be amended from time to time
without notice to Seller, the current edition of which:is attached
hereto ag Exhibit "J", : -

"Minimum Generation Emergency Condition" shall mean a condition

declared by the PJIM Interconnection Cffice in accordance with the
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standards and procedures set forth in the "PIM Minimum Generation

Obligations and Procedures", a copy of which is attached hereto as

Exhibit "B".

"Minimum Load" shall mean 46,000 kilowatts, subject without limi-

tation to Purchaser's rights under Article 3.4. |

"Net Deliverable Capacity" shall mean the maximum net summer

capability of the Facility deliverable to Purchaser at the Point of

Delivery, as measured pursuant to Article 3.3A(%v).

~ "Net Plant Output” shall mean the amount of electrical energy de-

livered by Seller's Facility to the Point of Delivery.

"O_ff-_f’eak Period" shall mean all hours of a week exclusive of the On-

_Peak Period.

. "On-Peak Period" shall mean the period from 9:00 A.M. to 11:00 P.M.,

seven days per week, or as otherwise designated by Purchaser, pro-

vided that such other designation results in a total on-peak period

which is substantially equivalent in total annual hours to the above-

designated On-Peak Period and provided further that Seller shall have

consented to such other designation, which consent shall not be un-

reasonably withheld by Seller.

"Ordinary Maintenance and Operations" shall mean that maintenance

and operations customarily performed on other transmission or dis-

tribution facilities of like voltages. Ordinary Maintenance and Opera-
tions shall not cover replacement of equipment nor shall Ordinary

Maintenance and Operations cover repairs due to Force Majeure as

provided under Article 15 hereof.
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- "PIM" Capacity Deficiency 'Charge™ shall mean the rate determined

‘annually by the Management -Committee of the PIM Interconnection

and approved by FERC or otherwise in effect p’u‘i'suant to FERC prac-

. tice, for short-term capacity supplied by PIM c‘émpanies, which have

capacity -in excess 'of their PIM capacity obligation, to those PIM

: .. companies wflic:h are deficient in meéting their PJM capacity obliga-
wtion. -
MPJIM -Interconnection™ of "PIMY shall mean the Pennsylvania-New
-« Jersey-Maryland Interconnéction, & power .pool'coope'fatively oper-
-ated under the Pennisylvaiiia-New Jersey-Maryland (PJM) Interconnec-

- tion Agreement originally entered into améng the members thereof on

September 26, 1956, as such Agreement fias and may be amended or

" supplemented from time to timeé, of the successor thereot,
- "Point(s) of Delivery" shall mean the location(s) where Purchaset's and
.- Seller's facilities are int'e'rCOnnectéd,'as shown on Exhibit "D,
-+ »"Purchaser's. Interconnection- Facilities" shall ‘iean the transmission
~and/or distribution lines, transformers, cirélit bréakers, relaying and

~other. dévices that are t6 béinstilled or modified by Purchaser at the

expense.of Seller on Purchasér's side of the Point of Delivery to allow

= /the delivery to Purchaser by Séller of the energy f)roduced by Seller's

-~ Facility’ and the delivery ‘to Seller's Facility of energy produced by

Purchaser..-

"PrudenteElectrical‘Pr’aciti(:’és" shall be those practices that are com-
monly used ‘in prudent -electrical engineering and utility operations to
operate- electric equipment within the ‘constraints of safety, effi-

ciency, economy and reliability.
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-"Qualifying Facility" shall mean a facility that is a qualifying facility
g q g

pursuant to Section 292.101 et seq. of FERC's rules in effect as of the
Effective Date implementing the Public Utility Regulatory Policies
Act of 1978,

"Reserve Fund" shall mean .the fund described in Article 13.4 hereof,
"Scheduled Maintenance™ shall be the periods of time during which
any generation unit of the Facility is shut down totally or partially for
routine maintenance operations in accordance with Article 10.5.

“Seller's Facility™.or "Facility™ shall mean the cogeneration facility

described. in Exhibit "A", of which 184,000:Kkilowatts will be intercon-
nected to.Purchaser’s system.. . =~ . < .-

"Seller's. Interconnection.:Facilities" shall: mean all the transformers,

. circuit breakers, relays, switches, syrichronizing ‘equipment control

FF. ..

GG.

and protective devices that are to be installed or modified by Seller

-on Seller's side .of the .Point of Delivery in accordance with this

- Agreement,

“Standard Offer™ shall mean the Stipulation, including all exhibits at-

- tached thereto and incorporated therein; entered into between Pur-

chaser and the Board's Staff and the ‘Order.of the Board dated August

28, 1987 approvinrg that Stipulation. The: Stipulation and the Board's

. Order aré attached hereto as Exhibit "E".

"Summer Season" shall mean during any calendar year the period from
June Ist through November 30th.

"System Coritrol Center" shall mean Purchaser's System control cen-
ter currently located at 1199 Black Horse Pike, Pleasantville, New

Jersey. _ .
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- "System Emergency" shall mear a condition on Purchaser’s or the PJM
system which is likely to result in imminent, significant disruption of
service to Purchaser's customers or-is imminently likely to endanger
life or property or would result in unsafe or unreliable operation.
"Winter Season" shall mean ‘during any calendar year the period from

- December- Ist through May 31st.

< ARTICLE. 2 =i -
TERM OF AGREEMENT. -+ Fwsii™ o

21  Term.  This Agreement shall be biriding on’ the parties as of the Effective

Date and shall continue in effect for a term:of:thirty.(30) years (the "Term"), commenc-

ing on the Date of Commercial-Operation; s‘ﬁbjeét‘:d:o=Paragra-ph 2:2 below,

2.2 . ---Conditions Precedent. to:Commencenient.of Teérm, The conditions ptecedent

to the commencement of the Term shall-bes: - - w0 o

AD
- {iD

- (iii)

{iv)

- Compliance by ‘Seller. with the fequirements of Article &;

Seller's obtaining the requisite Qualifying”Facility status as set

.+ forth im the Public Utility Regulatory: Policies Act of 1978 and the
-+ rules.and:regulations:of- the FERC implementing same, as in effect

- -on the Effective Daté; - -~

Execution by Seller of a contract with:Dupont for the sale of steam
aﬁd/o’r electricity and a site lease for the Facility; and

A finding by Order of the BPU that this"Agreement is reasonable
and prudent'for the Term of-this Agfeemerit and that Purchaser
will .bé'able to flow through to’“andfor fully and timély recover
from-its ratepayers through a Levelized Energy Adjustment Clause

proceeding or comparable regulatory proceeding all purchased
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-energy and capacity costs incurred by Purchaser pursuant to this
Agreement. Such Order by the Board shall be under such other
terms and conditions as are acceptable to the parties hereunder.
After the Board issues its Order, the parties shall, within twenty

{20) days of the date thereof, affirm in writing, executed by both

-parties, that this fourth condition precedent has been satisfied, and

- that the parties agree to such other terms and conditions as the
Board may or shall have imposed.

_In the event (1) said condition precedent with respect to BPU approval is not
| satisfied within three (3) months of the Effective Date; {2) the third tondition precedent
with respe_cf_ to the Dupont contract and site lease is not satisfied or waived by Seller on
or before November 1, 1988; or (3) after thé BPU has issued its Order either:party fails
to affirm said satisfaction in-writing within the period set forth above; this Agreement
shall be void as of such date, the parties hereto shall thereafter be released from any and
all V‘Qb;igat.ions hereunder without further notice and the Reserve Fund shall be promptly
refunded to Seller.

2.3 ... Eifect of Termination. Termination of this Agreement pursuant to Articles

2.2(iii) or :2.2(iv) shall operate to. terminate all obligations and liabilities of either party
under this Agreement, and the Reserve Fund shall be promptly returned to Seller.
: - ARTICLE 3~

BASIC RIGHTS AND OBLIGATIONS

3.1 . Delivery of Electric Energy and Capacity. Seller shall sell and deliver and

Purchaser shall purchase and accept on-and after the Date of Commercial Operation and
for the Term of this Agreement, the Net Plant Qutput from Seller's Facility on a dis-

patchable basis in accordance with Article 5 hereof. Purchases of Net Plant Output prior .
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to the commencement of the Term shall also.be made by Purchaser in aécordance with
Article 5. . In order to fulfill obligation to supply, Seller. agrees to proceed and perform
- with reasonable .promptness and diligence, the work necessary for construction of the
 Facility. .
: _.Eu_rché;ser agrees that in‘consideration of Seller's Facility being dispatchable,
_’S,,_e;li.er,shail, in addition to the, monthly-payment provided for in: Article 5.1.B(i), be entit-
led ‘to payment for the equivalent of 3500 hours of operation per Contract Year times the
Net Deliverable Capacity, less 5,400 Kw, multiplied by the eriergy rate specified in
Article 5.1 B(ii) and (iii) or Article 5.1C-{a minimum of 58% of such hours will be during
anEeak Periods at the Net Deliverable Capacity, less 5,400 Kw); provided, h‘ciﬁeifé‘f,
fghat in ;th_e éveg;c Purc;hﬁaser_;makes.-payment to SeIIer-ior’:périods 'di.iring' which Seller did
not actually. pr_o..c-iuce-‘ ,enetgy-, -then .;éuch-:payments: by Purchaser shall‘be net of fuél ‘and
other operating expenses avoided by-Seller during such periods (but such payments shall
hq; be less than zero) and provided further that Seller's Facility was available for energy
production for at least 3500 hours: during the course of the Contract Year. Sellér agrees
thaf the minimum notice to cold start-up shall be eight (8) hours, the minimurn notice to
warm start-up shall be four (4) hours, the minimum notice to shutdown shall be two (2)
hours and that the run-time between start-up and shutdown shall be ten (10) houts.
Seiler's Minimum Load shall be included in the 3500 hours referred'tc above., -

-

3.2 Purchaser's Obligation. At Seller's option, Purchaser shall supply any energy

.. required by Seller for pufposes of stand-by, back-up, supplemental, interruptible and
maintenance services for Seiler's Facility Unﬁer Purchaser’s applicable tariff and con-.
tract terms approved by theﬂ BPU and in effect at the tiiﬁe of purchase. If Seller elects
to purchase these requirements from Purchaser, Seller shall be charged the lesser of con-
tracted for stand-by demand charges for alternate energy producers, or standard demand

charges as provided in Purchaser's tariff. All payments for energy purchased shall be

-10-
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billed in accordance with Purchaser's standard practices for. all other customers and shall
not affect any charges or payments subject to the section above. There shall be no right
of offset by Seller for any charges incurred outside this Agreement. Metering of sales
from Purchaser to Seller shall be pursuant to the provisions set forth in Purchaser's
standard tariff for electric service. In the event Purchaser is required by the BPU or
other governmental agencies to institute curtailment of energy deliveries to its custom-
ers, Purchaser may require Seller to curtail its- purchase: of electricity in the same man-
ner and to the same degree as other customers within the’'same customer or rate class
wl__}o_do not own facilities for generating electricity. ...« =

3.3  Seller's Obligations.

A. . Capacity Levels,: Capacity Deficiencies and Capacity Testing. Seller

. acknowledges that Purchaser has entered into this Agreement in re-
.liance .on Seller's representation that-a.certain level of capacity will
 be available throughout the Term of this-Agreement. Seller agrees
capacity from the Facility shall be available as follows:
(i) During the Summer Season; a total of 187,600 Kw (the "Summer
. .Capacity"); provided, however, that: the:capacity-payment due Seller
pursuant to -Article .5.1B(i) shall be based on capacity levels not to
.exceed 184,000 Kw.
(i) During the jﬁinter- Season,'.a total of 173,200 Kw (the "Winter
Capacity™.
(iii). Should the capacity.of the Facility as determined pursuant to
subparagraph (iv) hereof..during, as the case may be, the Summer
Season or.the Winter Season be less than as set forth above, Seller
shall be-obligated to make deficiency payments as follows: (a) During

the Summer Season in any calendar year, the PJM Capacity De- .

“il-



Exhibit A
Page 17 of 254

ficiency Charge times the difference beétween the capacity as deter-
mined pursuant to subparagraph (iv) hereof and 178,220 kilowatts; or

(b) During the Winter Season in any calendar year, ‘the PIM Capacity

Deficiency: Charge times the difference between the’ capacity as
- .determined.pursuant “to subparagraph (iv) hereof and 164,540 kilo-
. -watts. Seller:shall continue ‘to'make deficiency payments until ‘the
. ‘Facility-obtains 95% of Summer Capa&:itﬁr ot Winter Capacity, as the

~case may. be;according to PIM standards and ‘tests-as set forth bélow,

(iv) Both Summer Capacity and Winter. Capacity shall bé confirried

annually. The Summer Capacity suitable for the requirements of the

PJM will be based, at Seller's .discretion, on‘the "Facilify's perform-
énce or: .‘-a‘-:'tgst result corrected to standard conditions (as defined in
- PIM -guidelines) in the -months -of “June, Julyor August. The 'Winter-
- Capacity- suitable for. the requirements of the PIM will be based, at
.-=Seller's -discretion; on-‘the:‘Facility's- pérformance or a test result
: scorrected to standard conditions (a$ dé‘fine‘d in PIM guidelines) in the
- :months .of - December, January or February. In addition to the fore-

-.:going, Seller ‘may retest the Facility during any other month for pur-

poses of. establishing capacity levels in accordance with the above

-

‘requirements .and ‘thereby terminating Sellér's obligation to continue

paying déficiency payments pursuant to subparagraph (iii) above.

‘Qualifying Facility Status..:Seller shall maintain those conditions dur-

ing the term of this Agreement specified by the FERC and applicable
to the Faeility with respect to Qualifying Facility sta‘gué as of the Ef-
fective ‘Date. If Seller loses its Qualifying Facility status, this

Agreement shall remain in effect except payment to Seller shall be
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the lower of the Purchase Price under Article 5 hereof or ninety-nine
percent (99%) of Purchaser's Hourly Interchange Cost multiplied by
the kilowatt- hours delivered until such time as Qualifying Facility

status is restored. In the event Seller is unable for any reason to have

-Qualifying Facility status restored; Seller shall be entitled to file with

'FERC for approval of a tariff price for the remaining portion of the

Base Term; provided, however, that Purchaser shall only be obligated

to pay the lower of (i) the tariff price as approved by FERC, or (iiy

.the Purchase Price under Article 5 hereof. if Seller fails for ahiy rea--

son to have such FERC-approved tariff price within two (2) years of

the date of loss of Qualifying Facility status, then the price hereunder
shall be based on' the above-referenced formula using Purchaser's

Hourly:Interchange Cost. Qualifying Facility status will be determin-

. ed by Seller in accordance with the Public Utility Regulatory Policies
“Act of 1978 and the rules and regulations of the FERC, presently in
- force and effect as of the Effective Date, once every Contract Year
. -using annual average data, beginning at the end'of the twenty-fourth
{24th) month after the Date of Commercial Operation. Seller shall

-forward to Purchaser a copy of its report within thirty (30) days of

such measurement of Qualifying Facility status.

Seller’s Obligation to Provide Power During System Emergencies. At

_ Purchaser's request, Seller shall use reasonable best efforts to provide

Net Deliverable Capacity to Purchaser during a System Emergency.
Seller agrees that during situations where the safety, reliability or
security -of Purchaser's system or that of the PJM Interconnection is

threatened, the Seller shall, at Purchaser’s request, use its reasonable

-13-



34

Exhibit A
Page 19 of 254

- best efforts; to the extent.consistent with Seller's obligations to other
- persons and subject to the req’u‘irémehts of Seller's Facility, to provide

- the energy or. capacity above Net Deliverable Capacity as requested

by Purchaser's:System.Control Center; and shall, if necessary, make

- its reasonable.best efforts, to the .extent consistent with Seller's obli-
- .gations to other. persons: and 'subject to the requirements of Seller's
‘Facility, to delay any Scheduled-Maintenarice of:the Facility.

... Exceptions To Purchaser's Obligation To Accept Net Plant Output. Notwith---

standing the above, and'in addition to:the prévisions of ‘Article 15 of this Agreément,

-RUF",—‘.‘J'%SQT‘ shall be.excepted-from accepting:Seller's Net-Plant Qutput if:

A.

.. After-being: provided  with notite and an opportunity to cure, Seller's

... Bacility fails.to comply.with (i) the Technical Guidelines for Cogener-

ators and Small -Power Producers (Dated October, 1985; Revised Jan-

. -uary, 1988) as set forth in Exhibit "C" and (ii)'the Technical Guide-
. lines for Customer. Service .at.Sub-Transmission and Transmission Vol-~
. . tages (Dated .May, 1985) as set.forth in Extibit "F" both of which are
-~ attached hereto and incorporated herein as part of this Agreement. |
" ...:A-System -Emergency. o.ccufs on theipart of Purchaser's (or the PIJM)

. system interconnected with Seller's Facility such that there would be

no means of delivering the Net ‘Plant 'Outpu't ‘to the remainder of Pur-

chaser's “system. - Such refusal to purchase may o¢cur on an instant-

‘aneous basis; provided; however, that-Purchaser shall give Seller ad-
. vance notice of such occurrence(s) to the extent practical under the

- circumstances then prevailing and shall give Seller an explanation of

such oceurrence(s) after the fact where advance notice is impractical.
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During any Minimum Generator Emergency Condition declared by

‘PIJM or Purchaser's System Control Center, Purchaser shall give

notice to Seller in time for Seller's Facility to curtail the delivery of

Net Plant Output to Purchaser, consistent with the PIJM guidelines.

_Seller's Facility shall be treated in a manner consistent with all other

comparable dispatchable units operated by Purchasér or dispatchable

Qualified Facilities supplying Purchaser.

Purchaser intentionally interrupts acceptarice of Seller's Net Plant

‘Output to conduct necessary maintenance of Purchaser's Interconnec-
_tion Facilities or adjacent transmission and distribution facilities. In
such.instances, Seller will receive as much advance notice as possible

but in no event.less than seventy-two (72) hours prior to any such

planned maintenance. Purchaser shall use its reasonable efforts in

accordance with Prudent Electrical Practices to minimize such inter-

. ruptions and to the extent:reasonably possible to coordinate the same

with Seller's maintenance under. Article 10 hereof.

TIn the reasonable- opinion .of Purchaser; Sellér's Facility produces

energy-or energy.and.capacity ‘of a character of service which may
adversely iaffect the safety, re'liability or -security of Purchaser's
equipment, facili’;ies, personnel, or system or the safety, reliability or
security ‘of those of any other supplier of electricity to Purchaser or
to Purchaser's customers, or does not meet Purchaser's obligation to .
the PIM Fin terms of safety, reliability or security, Purchaser shall
notify Seller of this condition and allow Seller reasonable time to cor-

rect it. - If Seller fails to correct the condition within a reasonable

time, Purchaser ‘may physically interrupt the flow of energy from the
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Facility until the condition-is corrected or Seller demonstrates to the
- reasonable satisfaction of .Purchaser that Seller is operating in accor-

dance.with the operating standards.set forth in Article 10.
.-Purchaser agrees. 1o file -,grtnoticéfwithin..five (5) working days with the BPU
-and p_r‘qvid_e_.;_Selle_r with reasonable advance notice in all cases of refusal to purchase from
Seller. Purchaser will promptly. resume- the acceptance of Seller's Net Plant Output as
soon as the reason for the interruption no longer exists. In the event of an instantaneoué
or. other refusal to accept power as provided in this Article 3.4, Purchaser agrees to use
its reasonable best efforts.{consistent with Purchaser's existing -obligations to restofe
service to its retail and wholesale -'cqstomers and :provided further that Seller will not be
treated in a discriminatory manner with respect. to any other Qualifying Facility) to cor-
~rect any condition and to restore acceptance of such .power.;*In.terruption or reduction of
deliveries shall be of no greater scope and of no:longer duration than is necessary. Dur-
ing the period of reduction-or jnterruption Purchaser shall not be obligated to make pay-
ments . for o_t_hei_- than -energy actually delivered to Purchaser and capacity, as specified in
Article 5 of this Agreement; provided, however, that this exception shall not reduce Pur-

chaser's minimum purchase obligations under Article 3.1 hereof. -

-3.5 Prudent Electrical Practices. . Seller:-and Purchaser agree that ail actions

required or taken under. this Agreement including, but not limited t6; this Article 3 shali
be consistent with Prudent Electrical Practices. =~ i#e

. 3.6 . Sales to DuPoft,. Purchaser acknowledges that Seller, pursuant to a separate

agreement, will be providing some or all of. the electric energy and capacity required by
DuPont by means of generaqtingrc:apaci-ty within the Facility that is not part of Summer
Capacity or Winter Capacity; as the case may be. Purchaser further agrees that during
periods in which Purchaser dispatches -the Facility below Summer Capacity or Winter
Capacity, as the case. may-a be, Seller may sell to DuPont the output of the Facility which

is in excess of the electric energy and capacity required by Purchaser.
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ARTICLE 4 -
DATE OF COMMERCIAL OPERATION

. The scheduled Date of Commercial Operation for Seller's Facility is

AQi;tober‘ 1, 1993 and Seller shall use best efforts to have the Facility in commercial oper-

ation by said date, subject to-the terms.of this Agreement.

4.2

. The actual Date of Commercial Operation shall be the day commencing at

12:01 A.M. following the day during which the equipment:of the Facility and Seller's and

Purchaser's Interconnection Facilities have reached a degree of completion and reliabil-

ity such that.they are capable of delivering energy. continuously into Purchaser's sys-

tem. For the purposes of this Agreement, said completion and reliability shall be deemed

as having been reached when all of the following procedures.have béen successfully com-

pleted:.

(i) The Seller has provided thirty (30) werking days' advance

. written notice to Purchaser of the time that Séller proposes to begin

demonstration of any of the Facility's electrical generation units

.completion and reliability. In the event of any change in the proposed

- demonstration date, prompt written notice will be given to Purchaser,

(i) Purchaser, at its own expense, has the opportunity to have
one or more desiénated representatives to observe all or part of said
demonstration.

(iii)  Each of the Facility's electrical generation units have been
started, synchronized, connected and then disconnected from Pur-
chaser's system a minimum of four (4) separate times. Two (2) of the
disconnects in this procedure shall be remotely triggered from Pur-

chaser's substation relay or other designated control point.
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(iv) Each of the Facility's electrical géneration units have been
successfully started, synchronized, connected and operated in parallel
with Purchaser's system for a continuous 48-hour period at not less
‘than. eighty- percent (80%) of Net Deliverablé Capacity, subject’ to
- Prudent Electrical 1’-?1'a<:'cices;*-p“rcnii‘dec[,"hi:;wi‘-ifve‘'r,l that Seller shall ‘pay
to Purchaser.-a deficiency payment computed in accordance with
‘Article 3.3A for the difference between (a) 95% of Net Deliverabls
-Capacity and (b} the -amount of capacity"determined"tdbe 'ax‘/:aiiéﬁlé:
.._.__pursuént -to: -this “Article &.2(iv)-until Seller's Facility operates in
.parallel-for -a continuous 48-hour ‘period at Net Deliverable Capacity. ’
(v); - . The Facility has -demonstrated the - capability’ to"ébetfé%é
- threughout the range of power factors and range of Capacities requu'— |
ed by Purchaser as set forth in subparagraph (iv) above with input-
from Seller and as.set forth in'Exhibit C. Upon successful completion
- of start-up and acceptance testing of the Facility, Purchaser will send

o written confirmation of test results to Seller.
- {vi)- - Successful completion of the above requirements shall be de-
-.. termined by Seller and Purchaser, or failiﬁg-' their prompt concurrence

. thereon, by the Independent Engineef.
‘ " ARTICLE 5
- PURCHASE PRICE AND OTHER CHARGES

2.1 ~ Purchaser agrees to pay Seller, prior to the Date of Commercial Operation
and during the Term of this Agreement, as follows: '
A, For test energy received before the Date of Commercial Operation,

the pricing structure shall be as follows: -
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‘An_energy payment equal to the Hourly Interchange Cost

times the energy delivered for all energy delivered at the

Point of Delivery.

No capacity .payments shall be made prior to the Date of

Commercial Operation.

On and after the Date of Commercial Operation, the pricing structure

(i1).

hereunder shall be based on thé following formulas:

(1)

A- monthly :payment equal to: Net Deliverable Capacity x

t$2ﬁ6.-3,3/KW.-month'x,:Availability' Factor, where the Net De-

- -liverable Capacity shall not exceed 184,000 kilowatts. Where

the Availability Factor exceeds-0.90, its value shall be set to

1.0, Seller's availability ‘calculated heretinder shall be based

on ‘-t-h,e Net Deliverable Capacity -and shall be calculated con-

.- sistent with PIJM guidelines for the appropriate period.

For all -energy delivered ‘during: On-Peak: Periods, the price

shall be: $0.021418 + $0.018175/KWH x [ where I is the Base

. Escalator.. -

'NOTE: .

“"Base Escalator".shallibe:the Coal Price, as defined by the
annual a&erage coal cost to NJ Utilities as reported on FERC
Form 423 and determined pursuant to Page A-6 of the Stipu-

lation attached hereto as Exhibit E.
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- I{for year N) = Cost of fuel as definecf above, for the
- preceding year (N-1) relative to the cost of
fuel in 1992; cost of coal in (N-1) divided
-:by-cost of coal in 1992 = I,
i.e., For year N, I then becomes:
.... -Indices in year (N-1)/Indices in 1992
- *Values of I.will be establishéd ‘inthe first quarter of each
.= Yyear based-on available published values of the indices.
N ETT) . For. all: energy delivered during Off-Peak Periods, the price
\ 3;;.s;haII be: $0.014713/KWH"+ $0.012485/KWH x I where I is the
Base -Escalafor.: L '
- C.. + In lieu-of the prices for energy provided for in Articles 5.1(B) (ii) and
. (iii)_abové,-' on. or before 24 months from the date of the BPU order
. referred. in Section 13.4(i)-and Article: 2 hereof, Seller shall have the
option to elect the following 'prices,-whiéh election shall be binding on
the Seller and Purchaser for the Term of this Agreement:
@ For all energy delivered during On-Peak Periods the price
shall be: $0.021418/KWH + {0.5060 x PIM Cost x I), where I
.. s thelB.ase:E‘scalatbr‘. ‘
... NOTE: -

- "Base-Escalator" shall be the Coal Price, as defined by the

armmual average- coal cost to 'N.J. Utilities as reported on

. FERC Form 423 and determined pursuant to Page A-6 of the

Stipulation attached hereto as Exhibit E.
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I (for year N) = Cost of fuel as defined above, for the p’i—é—

ceding year (N-1) relative to the cost of fuel in 1992; cost of

coal in (N-1) divided by cost of coal in 1992 = L.

1.e., For year N, [ then becomiés:

Indices in year (N-1)/Indices in 1992.
Values of I will -be established in' the first quarter of each
year based on available published values of the indices.
For all energy:delivered during Off-Peak Periods, the price
shall be: $0.014713/KWH + (0.3476 x PIM Cost x I), where I
is the Base Escalator. )

"PJIM Cost" for purposes of calculating the pricing under Ar-

- ticles 5.1C (i) and (ii) above shall mean the unweighted aver- _

age of the actual Hourly Interchange Cost (energy only) in

_dollars per kilowatt hours for every hour in calendar year
- 1992.

Payment for Net Plant Output delivered during periods of Minimum

Generation Emergency Condition shall be as follows: The payment

provided by 5.1 B(i) plus an energy rate calculated by muitiplying the

Kwh delivered times the Hourly Interchange Cost (energy only). This

-

energy payment shall be calculated on an hour-by-hour basis.

Other Charges: The following charges shall be due Purchaser: (1) beginning

in the first month after acceptance of the BPU order referred to in Article 2.2(iv), an.

administrative fee, initially $2,000 per month, adjusted annually by the Escalation Fac-

tor, which administrative fee, as so adjusted, is also subject to further adjustment at

Purchaser’'s reasonable discretion in the event Purchaser is required to spend in excess of

twenty (20) man hours per month reviewing plans, specifications, drawings or other doc-
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umentation relating to the design or.construction of Seller's Facility, said adjustment to

. be based on the average hourly cost-of Purchaser's reviewing personnel; (2) itemized
- charges for metering and testing requested. by'Sell'er‘and out of the normal course of

business; (3) the costs (including Purchaser's standard overhead) of repair or replacement

to any..portion of Purchaser's. Interconnection Facilities; and (4) a capacity deficiency

- payment, if applicable, pursuant to Article:3.3A. °

6.1

- -ARTICLE 6

‘BILLING-AND RECORDS .

Billing and Payment.

. A For each Billing Period; Purchaser éhall: '

(i} . .read the meters, prepare a stateriient of payments due to Sel-
-yler and submit the:same-to Seller, together with Purchaser's
- payment therefor, ‘within thirty (30) days of the end of each
Billing Period ("Due Date"). Such statement shall indicate the
-total kilowatt-hours and kilowatts deliverad durii'ig each hour
, . .of the Billing Period. .

Aii) . prepare a statement of any paymerits diie to Purchaser under
+this..Agreement arising during such ‘Billing "Period and submit
. the same ‘zo--Sei-ler.- Such statement shall set forth in detail the
bédses for calculation of each charge ‘due. Seller shall make
- payment to Purchaser within thirty (30) days of receipt of Pur- .

- chaser's statement ("Due Date").
B. If the transmittal of payment is not received by the applicable Due
. Date, the party responsible - for said payment shall pay to the other

party an interest charge on uncollected amounts which shall accrue
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daily from the Due Date until the date upon which collection is made
at the then current late payment charge for industrial customers pre-
scribed in Purchaser's Standard Terms and Conditions as may be
amended from time to time, but in no event less than two perceﬁt
(2%) above the prime rate of Chase Manhattan Bank, N.A., or its suc-
cessor, in effect as of the payment Due Date,
C Neither party shall have the right to offset any payments due to one
party against payments otherwise due to the other party, except as
 provided in Article 13.3. o
D.  In the event of a dispute as to any payment due’ urider this Agreement,
the parties agree that such dispute -will not affect the obhgatlon to
_pay any amounts due except as specifically provided in Articles 13.4
and 16. Interest shall accrue as-provided in Article 6.1B on any pay-
. ment subsequently determined not to have been properly due. |
6.72 | Records Purchaser and Seller shall each keep properly stored and main-
tamed at theu' offlces in New Jersey and shall make available for the 1nspect10n, exami-
nanon and audlt of the other party, its authonzed employees, agents or representatwes
and _aud1tors at all reasonable times, such records as required by the PIM Interconnection
ang thIS _:Ag;.eement .and all data, documents and other materials relating to or substan- |
tiat'mg ’an-y char_ges to be paid by of to Purchaser or Seller, as the case may be, for a
mmlmum period of five (5) years from the date that such records are gathered under this
'Agreement

6.3 PIM Amendments. Purchaser will provide Seller with a copy of any proposed

changes to the PIM Agreemeht. which have been filed with the Federal Energy Regula-
tory Commission or successor agency and which have been specifically requested by Sel-

ler.
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- ARTICLE 7
- MEASUREMENT AND METERING "

7,1 Metermg. Purchaser shall install, own, mamtaln and test the meters and as-
socxated equxpment which in Purchaser's judgment are needed to det'ermine the amounts
'and time of delivery of electrical power and ending by“Seller to Purchaser or Purchaser
to Seller. ,qutj__ene;gy._end Jpowerdeliveries to Parchaser, the météf(é) shall be of a type
f°. f_eéf’Fd hourly readings and shall be. capable of: being read by both Purchaser and. Sel-
ler. Meters used‘ to determine power and energy salés’to Sellet shill be in accordance
\#ith Purchaser's appropriate tariff. Seller may install check meters of the same type on
Seller‘s Interconnectxon Facmnes. R

7.2 - Measurement. iAll-meters, instruments, and" reasuring devices affecting
Péyme"t.’_s by Purchaser. hereunder. shall. be tested ahd'calibrated..et""SUCh times as deter-
mined by Purchaeeg ":in_aq_cvgrde:_xjce with. the regulations of 'the"BPU. Seller shall have the
right to have a representative.present.at-any such test. Seller shall ha\'r'e"'%he.t'ight tore-
quzre a1: Seller s expense a test of any-of -thé above meters'at lesst annually In the event- '

that any metermg equxpment :used. for measurmg delivéries to Purchasér is found to be -

-S-:

maccurate by more than one percent (1%), deliveries shall be’ measured by reference to
Seller! s check meters or the meter readings:for the périod of - 1naccuracy shall be ad justed
as far as can be reasonably ascertained by :the ‘Seller from the best availible data; sub-
Ject to review and acceptance. by ‘Purchaser, Purchaser “shall” pi-e'fnﬁtlj}' ‘cause such

meter(s) to be corrected.
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ARTICLE 8
DELIVERY

8.1 Point of Delivery, Purchaser agrees to interconnect and operate in parallel

its electric system with Seller's Facility .and Seller agrees to interconnect the Facility
with the electric system of Purchaser on the terms and conditions herein contained. Sel-
ler _sha-ll not operate the Facility in parallel with Purchaser's system until the conditions
set fopfh in Article 4 have been met except to the extent necessary to meet the require-
ments of Article 4.

8.2 . . Title to Energy. Delivery of energy shall be completed when transmitted to

‘the Point of Delivery, and title to energy shall pass to Purchaser upon delivery.

ARTICLE 9
- INTERCONNECTION - . -

91 : . Interconnection Costs Generally. :'l'h-e parties acknowledge that by mutual
agreement an interconnection study has been.undertaken by Purchaser and that a copy
thereqf ha_s heretofore been delivered-to and approved by Seller. A copy of the intercon-
neqt;E)p jstAu:dy_ is attached hereto as Exhibit H. .Purchaser agrees to install the intercon-
negtio_n between Seller's Facility and Purchaser's system and provide all necessary labor
énd, __m_aterials thgrefor.’ Subject to Article 15 hereof, Purchaser agrees to use reasonable
b_gst _efrf:oz"ts to install the intercc;nnection between Seller's Facility and Purchaser’s
. system in a timely manner ‘consistent with Seller's scheduled Date of Commercial Opera-
tion. 3eller agrees to reimburse Purchaser fdr Vall costs, which shall be deemed to include
cqis_ts for any and all modific_:ations to Purchaser's system at any location over .and above
what Purchaser would have .incurred, assuming Seller was only a customer, to meet the

standby power requirements to be contracted for by the Facility, subject to the limita-

tion establishecl in Article 9.12,
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9.2 Payment. The costs and charges for Interconnection between Seller and

Purchaser shall be determined and paid as follows:

D)

(2)

- (3)

The costs for-supplying-Seller will be estimated by Purchaser

- based on Purchaser supplying the Facility's maximum expected
- internal power requirements. ¢
- The costs for Purchaser's accepting' the maximum anticipated

~*Net Plant Output from the Facility will be estimated by Pu-

chaser.

The excess:of ‘item (2} over Item (1) wiil be ‘the contribution

- ‘made by:Seller.” Such centributién shall be paid by Seller in the

form of a non-refundable contribution in aid of construction
for the Interconnection Facilities. Payment shall be made as
follows: - (i) forty: percent: (40%) of the contribution upon at

least twenty (20) days"notice from Purchaser Before the ordei-

© ing ‘of materials; (i) the balance “of costs incurred over atid

above such initial 40% of the contribution shall be pdid during

the course of constriiction’ based ‘on monthly invoices prepared

by Purchaser arid -submitted to Seller for payment within

twenty (20) days of receipt by Seller; and (iii) upon Purchaser's
co'mpletior; of construction, Seller shall pay or be refiunded the
difference, if any, between Purchaser's actﬁai constrtictié:h
costs and the sum of the' initial 40% payment and‘Ttem (i),
Upon reasonable request- by Purchaser after Seller has made
the:40% payment; Seller shall provide, at Seller's option either
() an irrevocable letter of ‘credit 'or' performance bond to

guarantee payment of the above-mentioned remaining sixty
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percent (60%) of the cortribution in aid of Cohstruction, or (ii)
evidence that funds sufficient to meet the contribution will be
- specifically ‘committed by Seller's lender as part of pfoject
- financing for disbursement to Purchaser consistent with this
A'greemen‘t and the loan documents with Seller's construction

lender.

2.3 . Instrumentation. -Meters, remote transmitting units, ‘modifications to Pur-
- chaser's System- Control Center, instrument transformers’ ’zarid'a'tjjc'i'liary 'ei:[uip'rh'erit-of a
standard type and .manufacturer shall.be part of Purchaser's Intercofnection Fac111t1es.
Purchaser shall install, own and' mamtam, at’'Sellet's expense, said equ1pment satlsfactory:
to Purchaser and Seller. Meters shall provide signals to both" parnes on'a real time basis.

9.4 Operation and Maintenance of Interconnéction. All maintéenance and other

direct and Indirect Costs of operation and maintenance associated with the Purchaser's
Intercormection Facilities. related solely -to operation ‘of the F‘écil'i'ty shall be borne by
Seller for the term of this Agreement.

95 Rearrangement or Reinforcement of Interconnection, All changes, reloca-

tions, additions or mod1f1cat10ns directly related to the- Purchaser's Interconnection
Facilities reasonably incurred to rearrange or reinforce ‘the Purchaser's Interconnection
Facilities or that are necessary.to meet changing requirernents and conditions of Pur-
Chaser's system reléted solely to O};er‘ation of the Facility shall be at the expense of
__,Se_ller. Purchaser reserves the right to make changes, including voltage conversions, in
its transmission system used to purchase Net Plant Qutput at this location and any rea-
sonable changes in Purchaser's electric system which would require changes in the Pur-
chaser's Interconnection Facilities shall be deemed costs that are necessary to meet
changing requirements and econditions of Purchaser's system. Any and all changes to Sei-

ler's Interconnection Facilities shall be subject to Purchaser's approval as provided in Ar-

ticle 10.3.
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9.6 . Re_alpcatipn:of_ Purchaser’s Facilities. . If Purchaser is required to relocate any
of its faci_l_%tie;g in thg_vicinity of S_‘eiler'_s-_Facili_ty (which- are essential to provide service
'tc; Sel_lerfs Egc:zlity) as a result of the construction,.operation or maintenance of Seller's
Faci.li‘fy, inclgéix}g ingress or egress to Seller's Facility: whether on or off Seller's prop-
"ert.y,‘. Se}_ler_ agrees.to, reimburse Purchaser for all reasonable direct and indirect Costs
assoéiatéd with such relocation.

9.7 . Protection of Purchaser's Facilities. In.the event Purchaser reasonably

determines that its existing facilities, in and around Seller's-Facility; need to he either
"f‘;‘ec@%f'i?éu)’u or élz.‘??t‘f ically protected: due to the construction, operation ér maintenance
6f Seller's Faczhty, §eu¢-§_§greg§ to reimburse Purchaser for all reasonable diféct and
Indirect Costs required to provide such protection.

9.8 Taxes On Interconnection Facilities, ~ ... . &

.A.  Property Tax. .If a.direct real property :tax on the:portion of ‘the Pur="
: Chaser's Interconnection Facilities constituting real propetty and re--
lated solely to operation of the Facility {and over and abofe_ that
| whxch ‘:_E’_’u’r_g:‘htaser would have incurred assuming Seller was a customér,- '
o meet standby power requirements to be .contracted for by Seller's
Fac1lxty)xslev1ed and/or assessed against -Purchaser, ‘Seller” shall
Vre.itggpug_s_g;_‘l?qqgl_}a_ser for. the amount of said direct real property tax
. paid by ;Pur_ghasér within thirty. (30) days- of being notified by Pur-
chaser of said payment. |

‘B.  Federal Income Tax. If a federal income tax shall be imposed on the

'Purchaser upon or with respect to the construction and/or installation -
of Eu;chgser's. Interconnection Facilities, and Purchaser's tax liab:ility '
is greater as'a.result-of such payments than it would have been if 'such :

paymen);:s .had_not been made, Seller shall fully reimburse Purchaser -- -
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for the amount of said increased tax liability paid by Purchaser within
thirty (_30) days of being notified by Purchaser of said payment; pro-
vided, however, that Seller's obligation hereunder is subject to the

$10,000,000.00 limitation contained in Article 9.12, but only to the

extent Seller's liability arises under laws ‘In. existence as of the

~ Effective Date, it being the r-intentio'n.that, any increased tax liability

imposed on Purchaser as a result of changes in the law after the
Effective Date is not subject to the limitation in Article 9.12 and
shall be reimbursed by Seller consistent herewith, -

New Jersey Tax. If there should be imposed:on Purchaser any New

Jersey tax upon or with respect to payments made by Seller for ser-

vices rendered by Purchaser under this -Agreeme_rit, including, but not

_limited to the c_on_s,truc:tion and/for installatign _Qf Purchaser's Inter-

connection Facilities, or if any such payments by Seller should be re-

quired under such tax laws. to be included in the receipts of the Pur-
y 'j
chaser which may at any time be reported for tax purposes, and the

. tax l:iability of Purchaser as a result of either of such events should be

increased over and above an amount which would constitute such tax

lability except for the happening of such event, Selier shall fully re-

imburse Purchaser for the amount of said increased tax liability paid

by Purchaser within thirty (30) days of being notified by Purchaser of
sald payment.

Any Different or Additional Tax. If any form of tax, other than

income or..excess profits tax, under any present or future federal,
state or other law different from or in addition to the taxes for which

participation in or payment by Seller is herein elsewhere in this -
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. Agreement provided; shotld be ievied andfor assessed against Pur-

chaser with respect to-any property, property right, commodity, ser-

“vice, or other thing irivolved in, growing out of, or accruing from the

- performance of. this” Agreement, which different or additional tax

would not bé required to be paid by Purchaser except as a result of

: the performance-of this Agreéement and, with respect to which such
- different or additional tax no obligation of Seller to participate or pay

:would have attached’ under the pr’biriéiofi_s of this Agreement else--

where® than in this paragraph, then in siich event Seller shall fully

- reimburse Purchaser for the full amount of such différent or addi-

- “tional'tax paid by Purchaser within thirty (30) ‘days of being notified

by the Purchaser ‘6f said pay-'rheﬁ'i. o

** Increased Income Tax to Pirchaser Arising from Selier's Payment or

Reimbursement of Tax under ‘the Preceding Provisions. Seller shall

- ~fully reimbursé Purchaser for ‘any net actual federal income tax or

New- Jersey -tax ("Tax"), if any, drising out of any payment or re-

“imbursemment of tax by Sellet under the preceding paragraphs of this
Arficle 9.8, ~ The amount reimbursed to Purchaser under this para-

« graph shall -consist of  the following components: (1) the initial

-

© amount of nhet actual Tax arising under this paragraph (the "First

Amount®; (2) the net actual Tax on the First Amount {the "Second

Amount™, {3) the net actual Tax on the Second Amount {the "Third
Amount"); and (4) the net actual Tax on the Third Amount and on each

succeediﬁg-.amount until the final amount is less than one dollar.

- Purchaser agrées to cooperate with Seller in attempting to minimize

Seller's- costs under this Article, provided Seller teimburses Purchaser
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for all reasonable costs incurred by Purchaser in-connection there-
with, including reasonable attorneys fees and provided further that
- Seller shall indemnify Purchaser against any and all penalties, judg-
‘ments, fines or -other.costs which may be imposed by any govern-
mental authority as a result hereof. Notwithstanding the foregoing;
Seller shall have the right to contest, af)peal or seek abatement of any
tax, levy or assessment against Purchaser and for which Seller may be
required to reimburse -Purchaser-under this Article. Purchaser will

cooperate with Seller in prosecuting any such contest,” appeal ‘or’

chaser under -this'Article until such tax, levy or ass'essmeﬁt"i's? due by a
final -and non-appealable order by a court or agency of ‘competent’
jurisdiction. Seller shall reimburse Purchaser for all reasonable Costs
incurred by Purchaser: in. connection -with"such ' contest, -appéa'l or’
abatement request, including but not limited to interest- chargesy
penalties, or reasonable aat‘t‘orneyS'l.fees.
Purchaser agrees that Seller shall bé:promptly reimbursed for-(i) any payments made by
Seller under this Article 9.8, with-intérest in accordance ‘with. Article 6.1, to the- extent
that Purchaser is allowed 1o flow .thrrough= such liability to its ratepayers; and (ii) any re-

ductions in the tax liability of Purchaser, by reason of any net tax benefits realized by

-~ Purchaser, including depreciation deductions and tax credits, as a result of this Article

9.8 or any other provision of this Agreement, with interest in accordance with Article-
6.1, but only to the extent that Purchaser is not required to flow through such benefits to
its ratepayers.

9.9 Title to Interconnection. Title and risk of loss shall pass on the Date of

Commercial Operation, at which time Purchaser shall have title to Purchaser's Intercon- -
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nection Facilities constructed by Purchaser:at the expense of Seller and Seller shall have
‘title to Seller’s Interconnection Facilities.

- 9.10 - Construction Netice. Seller.shall give Purchaser not less than six (6) months

notice of the date of its readiness to initiate-interconnection at Selier's Facility.

- %11, - Removal.of Interconnection. ‘When Seller's Facility will no longer supply

energy to Purchaser, Seller shall reimburse Purchaser for:netcosts (minus salvage) incur-
féd by -Purchaser. to disconnect-and remove the Purchaser's Interconnection Facilities in
a_g;cordanc,e;;with Purchaser's: then. current -"Procedure for Billing  Work Done at the Ex- -
| pense of Others', .-

92.12. . tg_-;:ﬁ?&rhendrn_ents,_,Regar;t:!i_ng-;-= Interconnection Costs. The parties recognize and,

. acknowledge. that: the issue of .interconnection «costs .for Qualifying Facilities on Pur-
chas{er{s_g‘,ys_tem -,1s-p;§:sent£y ‘being reviewed by:Purchaser, the Board and other parties,
Pur_c_-:haser and Seller agree that this Agreement shall:be subject to amendment to prop-
erly reflect the resolution of ;this.issue;'.pr:ovided;;how.ever,' that Seller. agrees that so long
as.the ,fotalscosts and charges of .interconneéction to be borne.by Seller for interconnec-
tion equipment on Purchaser's side of ‘the--Po:int-ofz-Delivery,:pursuant to this Article 9
othef. _-than,,,Arfic.les 9.4, 9.5, 9.6; 9.7,:9.11 -;an.ds:9‘.8B__;(in cases where there is an increased.
' “fe_der_a'l-_.r income tax imposed. on..Purchaser due: to-changes in the laws-in existence as'of.
the Effective Date), including: costs.and charges for interconnection work:specific’ to
: Sel—le‘r's Facility, do not exceed $10,000,000.00 under -any such resolution or otherwise;
-~ that this Agreement shall rémain in-_-fuil force and effect and such.costs and charges shall
be-borne by Seller, In the event that Seller reasonably-and in good faith estimates that-
such costs and charges will exceed $10,000,000.00, then. Seller may. terminate this Agree-
ment by written notice to Purchaser within seven (7) days of Seller's determmatlon' pro-
vided, however, thatrSeﬂer'.s termination shall be void and this Agreement shall continue

in full force and effect if, within four (4) months of receipt of Seller's termination
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notice, Purchaser elects to pay directly or reimburse Seller, as the case may be, such
costs and charges as are in excess of $10,000,000.00. Any other provision of this Agree-
ment notwi:thstand_iﬁg, termination pursuant to this Article 9.12 shall operate to ter-
minate .all obligations and liabilities of either party under this Agreement, except those
liabilities incurred. before the effective date of termination, and the parties shall be
mutually -released without liability to.the other party except liability regarding the Re-
serve Fund as arising under ‘Article 13.4, it being. the intention that ‘in 'such event’
interest thereon, and that any amounts claimed by Purchaser in accordarice with Article
13.4 and prior to termination hereunder shall be retained by Purchaser.”*: . /i -
.o o ARTICLE 10
-CONSTRUGCTION; OPERATION AND MAINTENANCE - & -

10,1 . Progress Reports. Commencing. fifteen (15).days after the end of the first

full calendar month after the Effective Date and -each «quarter thereafter, Seller shall
provide Purchaser with a.monthly progress report, which report shall detail Seller's ef- '
forts toward meeting the milestones specified in Article 13 hereof and provide Purchaser -

with such other, information as Purchaser may reasonably require.

10.2 .. .. Seller's Property. Seller shall provide for the design, construction, installa-

tion, and maintenance of ailzequiﬁ)m_ent, (other than Purchaser's meters and monitoring -

~equipment specified in this }'-\gr,eement) required to generate and deliver Net Plant Out--

put which shall be located on Seller's-side of the Point of Delivery.

10.3 Plans and Specifications. Seller agrees to comply with the interconnection,
protection, and safety requirérﬁents and standards for customer-owned generating facil-
ities set forth in Exhibits "C" and "F". The respective equipment and facilities owned by

the parties shall be designed, ‘installed and maintained in accordance with the applicable
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portions-of the National Electric Safety Code, the National Electric¢ Codel, and in the
_céndit_ion required by any governmental authorities ‘having -jurisdictioﬁ.
. Seller shall submit to Purchaser the preliminary ‘design and all specifications
- for-the electrical system of the Facility for review -of-the safety of the interconnection.
Purchaser shall ,_not-ify;Seller-in writing of the-outcome of Purchaser's review within for-
ty-five. -.(4§)a «¢alendar .days of receipt of the-design and specifications:’ Purchaser's review
and acceptance of ‘Seller's 'specifications. and drawings shall ‘constitute authorization for
_'Seller 'to.commence construction and-installation but shall not be interpretéd as an en<
dorsem_ent,or confirmation of any aspéct of the designirier as‘any warranty whatsoever of :
the reliabilify, safety, or applicability of Seller's:Facility.: Purchaser's review shalf not
relieve Selle-r of its responsibilities or liabilities for its design and épeciflcations. Pur-
chaser's review, or failure to review, shall not:subjéct Purchaser to responsibility for any
~design or operational defects or ‘urisuitability of Sellér's Facility including, but not limit-
ed to, strength, capacity, design, details; performance or adequacy of any ‘aspects of Sel-
ler's Facility. --Any review by Purchaser. of the.design, constructiomn, opetation, or-main-
~ tenance .of Seller's. Facility is solely 'for ascertaining-and assuring the safety of the inter—
connect. By.making such review, Purchaser :mdkes no representation as to the economic
and technical feasibility, -operational capability, ‘and/or -reliability- of Sellér's Facility. -
| Seller: shall in no way represent to any third party that any such review by Purchaser of
Seller's Facility, including but not limited to any review c.f the -design, construction, op-
-eration, or maintenance of ‘Sel‘ler's-Facility by Purchaser, is a representation by Purchas-
er, as to the economic and technical feasibility, operational capability, and/br reliability-
of said Facility. .

10.4 . Qpe.rating»Standéras. Seller shall not operate the Facility in parallel with

Purchaser until the conditions set forth in Article 4 have been met except for the pur-

poses of meeting the requirements of Article 4. Seller shall operate and maintain the
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electrical generation and transmission equipment at ‘the Facility in:conformance with
Prudent Electrical Practices. Specifically, Seller shall operate in accordance with the
standards for interconnection and metering set forth in Exhibits C and F.to this Agree-

ment, the National Electrical Safety Code as modified from time 1o time, and any other

" applicable local, state or federal codes, rules, regulations, statutes; or ordinances. Pur--

chaser may issue operating instructions to Seller in order to coordinate the safe and reli-
able operation of the Interconnection Facilities which shall be followed by Seller so long
as such instructions would not jeopardize Seller's Facility. |

~ Seller shall provide suitable equipment and operating practices to insure that |
the Facility is properly synchronized and voltages are maintained prior to closing of the
main breakel; so as to minimize to an acceptable level the effect on Purchaser's system
and service to its other customers. . Seller shall provide suitable equipment to prevent
generator circuitbreaker closing when :Purchaser's system is de-energized. Seller shall
provide for the installation and maintenance of adequate protective equiphent, in order
to prevent damage or injury to.the Facility and Interconnection Facilities, as well as the
facilities gmd personnel of Purchaser, Purchaser's other custorners; and Purchaser's other -
suppliers of electricity. Seller shall use whatever means necessary to 'minimize voltage
swings and to maintain voltage levels in accordance with Prudent Electrical Practices..” -

~.Seller shall report to Purchaser's System Control Center at the time of oc--

currence, or as soon_thereafter as practicable, the opening and closing times of its gen- -

~ergtor circuit breaker(s). Seller's closing of its generator circuit breaker without the pri-

or permission of Purchaser's System Control Center shall be deemed a violation of Pru- .
dent Electrical Practices. Purchaser -and Seller shall maintain appropriate operating
communications and data chaﬁhels through Purchaser's System Control Center at Seller's
expense. Meter readings f_'nay-‘“be requested at any time by Purchaser's System Control

Center. Except in an emergency, Seller shall give prior notice of not less than eight (8)
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hours for any anticipated outage other than Scheduled Maintenance. Seller agrees to at-
tempt to give notice to Purchaser as soon as practical in the event of emergencie§-or
other j.ma_nticipated outages.

... Seller shall maintain-a power. factor at the Point of Delivery consistent:with
tﬁe requirements.set forth in Exhibit C.

10.5.. . . . Scheduled Maintenance. - Seller may shut down the Facility or portions there-

of .for Scheduled Maintenance for-a fotal period not to exceed forty—five"(%)-days during -
each contract year. This allowance may be used in incren;ents of an hour or longerion a

consecutive or non-consecutive basis: Seller' may -accumulate 'unu‘sed‘i'mainténance hours

from _;dng :twelve-month -per-iod to another 'up to a maximurh -of oné thousand eighty
' ,(1-,080_)"-h0u;s-.,-(45- days) which shall then be-added to.the 45—day maintenance period al--
Iow.ed.-f_d:f'tlgatrannual period. - This accrued-time must be used ‘corisecutively and orily for *
scheduled ‘major. overhauls (Le., planned scheduled outages of -one (1) week-or more). Sel-".
ler shall: provide Purchaser-with the following advance notices: twenty-four (24} hours
f'o__r‘, scﬁeduled.outages of less than one day, one week for a:scheduled outage ‘of one day or
more ;(exc;ept for scheduled major overhauls), and-six months for a scheduled miajor over- -
' haul..unless. the barties mutually agree to a: shorter period.:Seller shall not schedule
maintenance from- June 15 to _Seﬁtemben'iﬁ;eor:suc:h. other period designated by the Pur-

chaser; in :.accérdance with the: then current PJM requiremeénts, diring any year of this.
"Agx;egme'nt unless -agreed to in advance by Purchaser in writing which dgreement ‘shall
- not be unreasonably withheld. Purchaser will review the effect of the proposed schedule’

on the overé_ll maintenance schedules of PJM and Purchaser and advise Seller of problems .
that may be created by Seller’s scheduled outage within thirty (30) working days of re="
ceipt of Seller's notice for scheduled major overhauls @nd suggest reasonable alternative
schedulés for such maintenéncé.. The monthly payment set forth in Article 9.1B{i) shalil
continue .to be made to Seller during such outages. Charges by Purchaser to Selier (if

any) shall continue to be assessed as provided for in this Agreement.
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10,6 Operating Statistics. Seller shall maintain and classify-(in a timely manner)

.outage statistics in accordance with the then current PIJM Interconnection outage class-
ification procedures (which Purchaser shall provide to-Seller in a timely manner) and
k__sha!l supply such statistics to Purchaser-as requested. -'Sel'ler- and Purchaser shall keep or
cause to be kept such records as.required by the PIM Interconnection. Upon notice in
wntmg from Purchaser to Seller, Seller-will keep or cause to be kept such other records
| (Suc-;ﬁ as operating statistics) as the BPU or FERC or other regulatory body having ‘juris-
diction over this Agreement,.or any of the parties, may from time to time require Seller
specifically, or.cogenerators generally to keep.

10.7 ~ Changes .in Operating Voltage. Purchaser may; upon ‘three (3} year‘s"ndﬁcé

to Seller, change its nominal operating voltage level by more than plus or minus ten per-
cent {10%) at the Point of Delivery, in which case Seller, at its own expense; shall modify
its equipment as necessary to accommodate the modified nominal operating Voltage
level. Purchaser represents that as of the date of this Agreement it has no present plans

for changing its operating voltage at the Point of Delivery.

. ARTICLE 11 .
ACCESS TO FACILITIES.

1.1 .. Access During '_Construgtion. Upon reéasonable notice, Seller shall permit
employees and inspéctors of Purchaser to visit the Facility during construction to ascer-
-~ tain the status of construc{ion. -Punrchaser shall comply with applicable construction site
rules and limitations. Purchaser's rights hereunder shalil also include the right to observe -
acceptance testing of major gquipment for the Facility conducted at the equipment man-
ufacturer's plant or other plaét..-“:.of testing. |

11.2 Inspections and Tests. Upon reasonable notice, Seller shall permit employees

and inspectors of Purchaser,” when properly identiffed, to enter Seller's premises during

-37-



Exhibit A
Page 43 of 254

‘normal business'héurs {except during emergencies) in or'der, to read ireters and instru-

ments, perform maintenance on Purchaser's equipment and make equipmerit repdirs, to

"(_:gr.mdugt_ such- operating tests as are necessary to ascertain that protective devices fune-

tion properly, to Le_xamine and test Purchaser's meters and monitoring equipment, and to

é__-xarpine: all other services and equipment related thereto provided. that Purchaser's -em-

ployees and inspectors shall not interfere with Seller's normal operation arid shall corply

with Sel_le;'s safety and related standards dnd conditions. Purchaser shall'Have the fur-

thér_right 10 request Seller,-.to-;load ‘the Facility for. its own use or for ‘tests; provided,

’ho_we\'.rer, that such operation shall be carried out in accordance ‘with*Prudent Electrical

Practices, ur;dgr the direct supervision of Seller and Purchaser shall pay-the full Purchase

P;@(;_e ,_uride_r _Article_5 for a-Il——ele(;trical-output... ‘

113, .. . Easements. Seller shall grant in favor of Purchaser such' easétients or

_ ri.gl'gts‘—pf—wayﬁwi;h respect to-the.property on which Seller's Facility'is located that ‘are

necessary to.construct, operate, maintain, replace and remove all or any ‘portion’ of the
Purchaser's Interconnection Facilities. In the event that easements or right-of-way ‘are
required on property other than that of Seller (which necessity shall be mutually deter-

mined by the parties), Seller shall provide such easements or rights-of-way. If Seller is

unable to provide such easements or rights-of-way; all obligations of Purchaser pursuant

to th‘is__;._Agreement‘shall -be suspend?d- unttl dnd unless-such easements or: rights-of—wajr

are provided;. provided, however, that Purchaser will:use reasonable efforts to assist Sel--
-~-leg in acquiring such -_ea:sen:nen.ts o:: rights-of-way at Seller's sole cost and expenséi’ All

costs .of easements or rights-of-way, including the acquisition and maintenance costs -
thereof, shall be borne by Seller and all-such easements or rights=of-way are subject to

the prior review and acceptarice of Purchaser.
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ARTICLE 12
LIABILITY AND INDEMNIFICATION

12.1 -Limitation of Liability. Neither the Purchaser nor the Seller, nor their re-

'spec_tive officers, directors, partners, agents, employees or affiliates, shall be liable to

the other party. or its affiliates, officers, directors, partners, agents or employees for.
claims for incidental, special, indirec_t or.consequential damages of any nature connected
witi:n or -resulting from performance or non-performance of  this' Agreement, -including,
without limitation, claims :in the nature .of lost revenues,-income or. profits or losses,
damages or liabilities under any financing, lending or .construction contracts, agreements
or arrangements.to which -the Seller or Purchaser may be party irrespective of whether
such cléims_ar.e based upon warranty, negligence, strict liability, contract, operdtion of
law or _otherwise. Nothing in this Article 12.1 shall limit either party's rights or remedies
to recover, in an appropriate action, direct damages for a breach of this Agreement as

provided in .Article 13.2. Nothing in this Agreement shall be construed to create any

duty to, standard of care with respect to,.or.any liability to any person not a party- to this

Agreement.

12.2 ) Indemnification. The Seller hereby. agrees to indemnify;.defend and hold

harmless the Purchaser, its officers, directors, agents, partners, employees and affiliates
against all loss, damage, expense, and-liability to third persons for injury to or death of

persons or for injury to property, caused by the gross negligence or wilful misconduct of

~-Seller, its employees, contractors or agents with respect to the construction, ownership,

operation, or maintenance of Seller's Facility. The Purchaser hereby agrees to indem-.
nify, defgnd and hold harmless the Seller, its officers, directors, agents, partners, em-
ployees and affiliates ag_ainst‘a-lll loss, damage, expense and liability to third persons for
injury to or death of persons of- for injury to property, caused by the gross negligence or

wiiful misconduct of Purchaser, its employees, contractors or agents with respect to the
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construction, ownership, operation or mainténance of Purchaser's Interconnection Facil-
ities or Purchaser's system.

| Each party hereto shall promptly furnish the other pérty with written notifi-
cation{but in no event later than ten.(10) days prior to the time any response is required
by law). after such party:becomes aware.of any event-'.or>circum5tance"-WHiCh might give
rise to such indemnification: At the indemnified party's request; the:indemnifying party:
shall. defend any suit asserting a claim covered-by this‘-inde'mnif_-y'and shall pay ‘all -costs
‘and expenses (including reasonable attorney's fees and expenses) that may be incuired in
enforcing- this-indemnity. . The indemnified partymay; at its own expense; fétain separate
counsel and participate-in the defense of any such suit or. action: “The indémnifying’party-
shall not compromise or settle a claim hereunder without the prior written-consént of the
indemnified party; provided, however, that in‘the event such consent shall be withheld,
then ‘the liability of: the indemnifying party 'shall be-limited ‘to thé-aggregate of the
amount of the proposed compromise or settlement, the 'arr;o'u'nt of counseél fees and éx-
pens-es outstanding at the time such consent shall-have been withheld, and the amount of-
any outstanding claim against which indemnification applies and w.hich is not covered by-
the proposed: compromise .or settlement (together with all costs.and fexpén,ses associated
with.such outstanding claim). Thereafter, the party withholding such-consent shall hold -
harmless and reimburse the: indemni/fy‘ing ‘party, -upon demand,for the dmount of any ad-°
ditional liability, counsel fees and-expenses incurred by the iridernnifying party over and

-- above the amounts described above after the time such consent shall have beéh withheld.

-

-

. - ARTICLE 13
BREACH, TERMINATION, AND REMEDIES -

13.1 Definition of Breach. A breach of this Agreement shall be deemed to exist

if for reasons other than For¢e Majeure as specified in Article 15:
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Either party fails to make payment of any amounts due the other par-

. ty under this Agreement, which failure continues for a period of thir-

ty (30) days after notice of such non-payment.

Either- party fails to substantially comply.with any other material

. provision -of this Agreement, which failure continues for a period of

thirty (30) days after notice of such non-performance, unless the non-

‘performing party has commenced to cure such non-performance with-
.. in the thirty (30)-day notice period and is thereafter diligently pursu-

ing such efforts. With respect to the Facility's failure to achieve at

least 95% of Summer Capacity or Winter. Capacity as specified under
Article 3.3, Seller shall not be in breach under ‘this paragraph if Seller

makes deficiency payments described therein to the extent applicable

.under Article 3.3A.

Seller fails to deliver any Net Plant Output for more than one hundred

“twenty (120) consecutive days, or more than one hundred eighty (180}
. days in any three hundred sixty-five (365) day period, subsequent to
the Date of Commercial Operation, not including any days attribut-

_able to any Forced Outage, any Scheduled Maintenance or Purchaser’s

actions under Article 3.4.

pe

Seller sells any Net Deliverable Capacity agreed to.be sold under this

_Agreeme‘nt to any party other than Purchaser except as provided in:

Article 3.6.

The Date of Commercial Operation does not occur on or before Octo-

ber 1, 1995.
By order of a court of competent jurisdiction, a receiver or liquidator

or trustee of either party or of a substantial part of the assets of
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- either »p'arty 'shall be--appoirted, and such receiver or liquidator or
- trustee shall not-have beeh discharged within'a period of sixty (60)

- days; -or. if -by decrée of such a court, a-party shall be adjudicated
--bankrupt-or-insolvent or a substantial part of ‘the assets of such party
= shall-have.been sequestered, and such decree $hill have continued un-

-~ discharged and unst'ayed' for a period of sixty (60) days after the entry
© - thereofy -or if a’ petition -to -déclare bankruptcy or to reorganize a
party -pursuant- to any of ‘the ‘provisions of the Federal Bankruptcy

- ACt; as it now. exists or as it imdy hereafter be amended, or pursuant

. to"any other similar state statirte applicable to such party, as now or
-~ hereaftér in‘effect, shall be filed against-Such party and shail not be

i~ - dismissed withinsixty'(60) days aftet such filing; or’

If either party shall file a voluntary petition™in bankruptcy law: or

- shall consent:to ‘the filing -of ‘any bankruptcy or reorganization peti-
-tion:against it:under -any similar law; or, without limitation of. the
‘geherai-ity of the foregoing, if a party shail file ‘a petition or answer

3 ,,-or;-.{céﬁsent seeking relief or assisting- in seeking relief in a pfoceeding

' ~-under ‘any ‘of ‘the provisions of the Federal Bankruptcy Act, as it now
. exists or as it may hereafter be alnended, or pursuant to any other
“similar state statute applicable to such'party, as now or hereafter in

-effect, or an answer admitting -the material allegations of a petition

filed again's't it in such a proceeding; or if a party shall make an as--

~signment .of a substantial part of its assets for the benefit of its cre-

ditdrs, or'if a party shall become unable to pay its debts generally as

--.they -becomé: due; or if a party shall consent to the appointment of a

- recelver or receivers, or trustees; or liquidator or liquidators of it or

of all or a substantial part of its assets.
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13.2 Remedies for Breach.

A. If  either party claims that the other party has breached this Agree-
ment, as defined in Article 13.1, then subject to the provisions of Ar-
ticles 15 and 18.9 hereof, the non-breaching party mdy terminate this

- Agreement: by giving written notice of such breach ‘and:intention to
‘terminate to the other party; which termination'shall be efféctive no
earlier than the ‘thirtieth (30th) day follewing the date of said fofice
whereupon the terminating party shall be excused and relieved of all
obligations and liabilities under this Agreement, excépt:those liabili-
-ties.incurred before the effective of termination.. The non-breaching
party may thereafter exercise its rights and remedies availableat law
to -recover, -in- an appropriate: action, direct” darmages- against - the

~ breaching-party.. - - - R

. B. Both. parties shall have the obligation and shall use best efforts to
‘mitigate any such damages. -

13.3 Purchaser's Right to -Operate. Facility. - In lieu of ‘Purchaser's rights under

-this Article 13 relating to termination,.but:in-addition to all of Purchaser's other rights
gnde_r_ this  Article 13 in the event of a breach by Seller as spe'ci-fied in this Article 13-and
if operation of.the Facility is not ’assumed by any financier or:a8signee of the Seller,
Purchaser shall have the right but under no circumstances the obligation to- assume

~- operational responsibility ﬂfor the “F.acility in the place and stead of Seller in order to

complete construction, continue operation @r complete any necessary repairs so as to as—
sure uninterrupted availability of electric power; provided, however, that Purchaser's
rights under this Article 13.3 shall be subordinate to the rights-of any Lender providing
financing for the Facility '_'undé;r Article 18.9 hereof. In no event shall Purchaser's elec-

tion to operate-the Facility’be deemed to be a transfer of title or a transfer of Seller's
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obligations as owner thereof. During any period in whi'cl'; Purchaser operates the Facili-
1y, Purgﬁasgr‘_shai_l‘pay all fuel, maintenance, repairs, insurance and.other operating costs
_thereof .onliy to. the extent that such costs to Purchaser may be offset by deducting the
;costs thereof from payments ‘which. would normally be due to Seller under this Agree-
~ment, and shall .continue to pay- the capacity charge set forth:in Article 5.1B hereof.
‘.}[:)u;:j;qg___,gr:)y-;.period.;‘mrwhi,c.h_ Purchaser .operates the: Facility; Purchaser shall exercise its
-;r#?,esonabls best efforts,to. produce and deliver electrical energy subject to the Facility
: bemg -ngfal;le'_;-a_t- the time of Purchaser’s takeover;-or later being made operable by re--

pairs.or gtherwise. . .o s

134 . ., Purchaser's Right .to -Retain.Reserve.Fund as:Liquidatéd Damages. Seller
. ,ggknqﬂ;ggggg“an_c_{.-.under,stands that Purchaser has entered into this ‘Agreement in reliance
Aqn; a’nd,...in_._;iconshig,epakt;ion;Qf;;Selier's representation that-Seller's Facility will be in opera-
“tion aﬁd be rated capacity for purposes of the PIM no.later:thar the scheduled Date of
Cprrim_er,_c:-ia-l?o_pepation and,.in addition; that Purchaser.will include Seller's Facility in its
various capacity forecasts for the PIM and:otherwise :effective '-luhe“l, 1988. Seller fur-
ther acknowledges and understands that'in.orderito ‘meet its obligation§ to its retail‘and
w,hqlesal.e;_.-cus'to_mer_s;,as, a public utility;. Purchaser. must-have adequate assurdnce that
g:;p:qstnuqt-ig_n»‘_ of .Seller's.Facility is proceeding ina-timely: fashionin’ érder to”adequately
- f_o;ec;;st,._aﬁd' -meet . its:system's -capiacity needs. as. well as-to- a%id incurring ‘sho‘:t"—‘t-‘érrii

energy. co._sts' or capacity deficiency payments from the PIJM. In accordance with the
Sj:alnda_r,d Offery Selier--has’pre-_viot;sly,_ deposited with Purchaser on January 6, 1983 ‘the
sum of One .Mil'lion--‘-nSi;x .I_-It'mdrec[ Seventy .Thousand:: Dollars ($1,670,000.00) and‘on
September 29, 1988, the.sum of One Hundred Seventy Thousand Doilats’ ($170,000.00)
(coﬂectwely, and together thh accrued interest thereon, the "Reserve Fund"); to secure
~ Seller's timely construction and operation: of Seller's ‘Facility. The Reserve Fund has
been - deposited in. Purchaser's geﬁerai ‘corporate account and is accruing interest at

Purchaser’s short-term cost of capital.
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Based on the foregoing, and in addition to all of Purchaser's rights and rem-

edies as set forth in Articles 13.1, 13.2 and 13.3 and Seller’s rights under Articles 15 and

18.9 hereof, Seller agrees that Purchaser shall have the right in each instance to retain

so much of the Reserve Fund as is set forth below, plus accrued interest thereon, as

liquidated damages if any one or more of the following milestone dates have not been

satisfied within the time periods herein established unless delayed by an event of Force

Majeure:

A1) . Five percent {5%) in the event Seller shall have failed to ob-
- tain and-deliver to.Purchaser fuel supply contracts within 24 months

from the BPU order referred.to in Article2 hereof. For purposes of

this Article, fuel: supply contracts shall- mean agreements with coal

- suppliers to provide 100% of the coal required:for the first 5 years of

commercial operation. - .

(ii)  Ten percent (10%) in the event Seller shall have failed to ob-

- tain and deliver to. Purchaser all required environmental permits

(local, state and federal) within 36 months from .the BPU order refer-

red to.in Article 2 hereof. .-

iii) - Five percent (5%) in the event Seller shall have failed to ob-.

tain and deliver to Purchaser -firm supply :and price commitments

from reputable .manufacturers of major equipment within 24 months

from. thé BPU order referred to In Article 2 hereof. Major equipment

~ shall be deemed to include: boilers, turbine, and steam condensers.

(iv) Five percent (5%) in the event Seller shall have failed to pre-

pare and deliver to Purchaser all necessary detailed engineering draw-

ings within’ 24 months from the BPU order referred to in Article 2

hereof. " Detailed engineering"drawings shall be deemed to consist of a
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~one-linie electrical drawing, site plan, heat and mass-flow diagrams,
- general arrangement drawings showing major equipment and drawing
schedule.
(v} - Ten percent(10%)'in the event Seller shall have failed 10 ob-
~tain-and deliver-to :Purchaser -evidence of financial commitrenits for
. construction and permanent*financmg,*édbiect".oniyA-to"si.‘i.(:'h"'cbhdi'tib’hs,
as are reasonably satisfactory to Purchaser and sufficient to complate
Seller's Facility; within 36 months from the BPU order referred to in
~wArticle 2 hereof. . For:putfposes of fthis‘:ﬂr'tlcie,*_'satisfactory evidence
+of financial commitments consist of binding commitments of lenders
3 -‘_"§Dd equity apaﬁticipeintks--'suféfiicient"--to fund 100% of construction and
"':i’PefMBHEnI financing. - ... T el
(vi) Fifteen percent (15%) ini -tHe:évént Seller 'shall have failed to
- commence’ construction (as evidenced by active foundation construc-
~r.-tion) of ‘Seller's Facility withinthree (3) years of the BPU order refer-
. RN -red to in Article 2 hereof; . o
Purchaser shall deliver written notice to-Seller (by régistered or certified
mail) of Purchaser's election ‘to retain ‘the Reserve-Fund (or applicable portion thereof),
: v.;h_e,reup.on.: receipt of such-notice Seller shall have an additional ‘thirty (30) days to com-
ply with the requirements hereof.. If Seller shall':hé\ie’-failed to cure said breach within
" the aidditio_nal- thirty {30) da;/ cﬁre .p-eriod, except:in the event of force majeure as defined
in Article .15 them Purchaser shall be entitled to retain ‘the Reserve Fund (or applicable-
portipn-‘thereo'f-) without further notice to Seller.
- -Purchaser shall i"'efum fifty percent (50%) of the Reserve Fund (or applicable
portion thereof), together \'_;'Jith?'-acc:rued interest thereon, to Seller within thirty (30) days

of Seller’s notice to: Purchaser that-al-l or certain of the milestone détes established here-
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in have been complied with and that Seller is entitled to the return of the Reserve Fund

(or applicable portion thereof), provided that Purchaser shall not have objected in writing

to said return based on Purchaser's good faith claim that Seller has not so complied, in

‘which case Purchaser shall retain only so much of the Reserve Fund as may relate to the

matter in dispute, -

The remaining fifty percent (50%) of the Reserve Fund shall continue.to be

held by Purchaser as security for Seller's timely operation. of Seller's Facility and shail be

either returned to. Seller or-retained by Purchaser as follows:

O .

o L)

In the event Seller's Facility. is -operational within the meaning of

.. this Agreement .on or before the-scheduled Date of Commercial-Op-

, .eratio_n; . Purchaser . shall .return the balance:.of the Resérvé Fund
within thirty (30) days of said date;

. In the event Seller's Facility is operational within twelve (12} mornths

. _;aftér,_thge_scheduled;-Date of Commercial Operation, Purchaser shall

..‘_bre entitled to retain an.amount equal to Net Deliverable Capacity X

. PIM Capacity. Deficiency Charge for each day after.the scheduled

. Date of Commercial Operation, but in no event will the amount re-

... tained exceed 50% of the Reserve Fund, plus-accrued interest; or .-

(iii)

In the event Seller's Facility becomes operational more than twelve

- ,-;_(‘.‘1._2);, months_but less than twenty-four (24) months after the sche-
- .duled Jiat_e_-qf Commercial Operation, Purchaser shall be entitled to

retain an',amount equal to Purchaser's cost to obtain Net Deliverable.

Capacity, but in no event will the amount retained exceed 100% of

the‘—Resér\}e Fund. This provision shall take effect only if Seller re-

_plenishes the Reserve Fund on or before the 365th day after the

scheduled Date of Commercial Operation. -
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ARTICLE 14
.. "+ INSURANCE.= ..~ P

14.}. .- Prior to the Interconnection of the Facility with Purchaser's'$ystem and until
termination of the Agreement, Seller shall obtain and maintain in force, ds hereinafter
- providedy.property. insurance for-ithe full repiatemént value of Seller's Facility, blanket
fc:pmpreh‘erasive .general liability ‘insurance including all risk eﬁdbr‘s‘ement-s’,- including ¢on-
tractual liability coverage with a-combined single limit of ‘not-1éss than teri'million dol-
' ars:($10,000,000:00) each-occurrence,’ and: worker's. compensation coverage. The in-
sQrance carrier or carriers-and form of policy to be used by Seller shall be subject to pri-
or submission to,-and approval by, :Purchaser to -ass‘tjre‘corripliancé with provisions of this
Article 14. Seller shall provide to Purchaser fifteen (15):days prior to the commence-
. ment of construction evidence of satisfactory:insurance coverage. Prior to-the date Sell-
" er's Facility is first operated in parallel'with-Pufchaser's system, Seller shall (i) furnish
certificate(s) of insurance-to Purchaser- which certificaté(s) shall provide that such in-
' surance shall not be terminated nor.expire except upon ‘thirty {36) days prior written no-
‘li:-ice to Purchaser, and. (ii) maintain such insurance m effect for'so long as Seller’s Facil-
ity is.operated in--parallélawith?PL:‘iﬁchaser’sfsystein‘, and shdll-bear in substance the follow-
ing clauses: .. e e N (L

-

A. ‘In‘consideration of the premium charged; Purchaser, its directors, of-

S -ficers'and ‘employees are named as additional insureds on Seller's iri-

- surance with respect:to all' covered liabilities arising out of Seller's:

. -use ‘and ownership of Seller's Facility.
B. - The'inclusion of more than one insured under this policy shall not op-
erate to impair the rights.of one-insured against another insured; and

the coverages afforded by this policy will apply as though separate
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policies had been issued to each insured. The inclusion of ‘more than
_one insured will not, however, operate to increase the limit of the
-carriers! liability. - Purchaser will not; by reason of its inclusion under
. -this .policy, incur liability to the insurance carrier for payment-of
premium for this policy. -

'C. .. Any other insurance carried by Purchaser which may be-applicable,
shall be deemed excess insurance:and Seller's insurance primary for
al purposes despite any conflicting provision. in Seller's policy to the-
.contrary... .

D. It is expressly agreed and understood that the insurer(s) of Seller's
Facility, naming Purchaser as an additional iﬁ‘sured, shall waive any
‘right it has to subrogation with réspect to Purchaser.

142 - Seller .shall comply with all reasonable loss control recommendations made
by Purchaser's insurance carriers as a condition of issuance, continuation or renewal of
Rurchaser_'s policies, .of .}insucance- at Seller's sole cost and expense to-the extent suchre-
commendations are ‘ut.ilize;d-_b_y_Purcha-ser in Purchaser's comparable facilities. If Seller
fails:to comply with any, p_ro_v.ision.rof this Article, Seller shall, at-its .own cost, defend,
indemnify, and hold harmless Purchaser, its .directors, officers, employees, agents, as-.
signs,-and -successors in interest frqm and against :any and alt loss, damage, claim, cost,’
charge, or expense-of any kind or nature (including direct, indirect, or consequential ioss,
~' damage, claim, cost, .charg;a, .cSr_ exi)ense, including attorney's fees and other costs of liti-
gation) resulting from the.._de:ath or injury to any person or damage to any property, in--
cluding the personnel and property of Purchaser, to the extent that Purchaser wouid have
,'b_een, protected had Seller co'rhélied with all of the provisions of this Arti-cle.

14.3 In addition to and ’r-mot by way of limitation of any of Purchaser's other rights

and/or remedies under this Agreer'nent, if Seller fails to continuously comply with the
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requirements of this Article {4 within forty-five (45) days following written notice from
Purchaser of such-failure, Purchaser shall have the right to immediately remove the Sel-
ler from interconnection with Purchaser’s system and shall not permit reconnection until
such time as the requirements of this Article have been met. If Seiler or its assignees

fails to comply with the requirements of this Article and has not to Purchaser's reason-

-able satisfaction.demonstrated its efforts to cure within an additional sixty(60) day time -

- period after written notice t6 Seller andfor its assignees, Purchaser may terminate this
Agreement and Seller shall. satisfy all obligations due Purchaser that are outstandmg

The provisions of this Article shall survive the term of this Agreement.

ARTICLE 15
- _FORCE MAJEURE -

15.1 . . —-;»Exeept +for the obligations':of either party to make -payments under this
Agreement for amounts due prior to the occurrence of an event of. force majeure, either

-party shall be excused from performance and shall not be considered to be in default in

respect to any-obligation hereunder; if failure of performance shall be due fo ai event of

force majeure. The term "force majeure™ shall mean any cause beyord the control of ‘the

- party affected, including, but'not limited. to, failure of facilities dué ‘to drought; fIood;

-earthquake,: storm, fire_-,'.lightning, epidemlic,"war,-ri'ot, civil disturbarice, s'abotage,*-strike-

or labor difficulty, accident or curtailment of shpply, ‘unavailability -of ' coristriction

-

’ m_a_t_erials-- or replacement equipment beyond the affected party's contrél, Forced Qutage,
inability to obtain and maintain rights-of-way, permits, licenses, and -other required
authorjzations from any local, state, or federal agency or person for any of the facilities

or equipment necessary to provide service hereunder, and restraint by court. Neither

party shall be required 'toi-pre.‘/ent- or settle a strike against its will. However, in the

event of a strike affecting'P‘urchaéer's system or Seller's Facilities, Seller and Purchaser
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shall use reasonable best efforts to operate their respective facilities with management
personnel.

15,2 . If either party's ability: to perform its obligations under this Agreement, is
affected by an event of force majeure described above, such party shall promptly, upon
learning of such event and .ascertaining that it wilbaffect its -performance ‘hereunder,
give notice to the other party stating. the nature of.the event, its anticipated: duration,
and any action being taken to avoid or minimize its effect. The burden of proef shall be
on the party claiming, force majeure pursuant to this Article-15. -

15.3 - . The suspension of performance shall be of no greater scope ‘and ‘no ‘longer-
duration than is required. . The excused party -shall use its reasonable best efforts to
remedy its inability to perform. -

15.4 No obligations of either party which arose before the occurrence of an event
of force majeure causing the suspension of performance shaﬂ be excused as a result of
such occurrence. The obligation to.pay money in a-timely manner for obligations and lia-
bilities which matured prior to:the-occurrence of :an event of force majeure is absolute

and shall not be subject to the force majeure provisions.

...ARTICLE 16 -
"GOVERNMENTAL AUTHORITY - -

In addition to the rights of the parties hereunder, including but not-limitéd to
-~ Article 15 hereof, in the e;vent a1:1y of the material terms and .conditions hereof shall
without fault of either party-lPJe or :become impossible of performance on account of any-
law, statute, ordinance, order or regulation passed, adopted or promulgated by any gov-
ernmental authority, the pafﬁés hereto shéll be excused for any failure of performance

caused by such impossibili{y of performance and the party which hasnot been rendered

incapable of-performing shall be entitled to terminate this Agreement upon thirty (30)
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day_s‘,written_ notice; provided, however, that this Article 16 shall not be invoked .'by5 eithet
party if ('i) the validity, scope or application of any such law, statute, ordinance, order or
| re‘guia_.t-ion.ig -diligently and in-good faith being challenged or under ‘appeal by the other
- party; and (ii) the party challenging same’ agrees to reimburse the rion-challenging patty
“for all .costs. of litigation, including reasonable attorneys" fees, im:ithe event such chal=
:ienge._is.-unsugcgssful. -Termination: pursuant. to this Article 16 shail: operate ‘to'terminate
' all obligations and liabilities of either party under this-Agreement, -excépt ‘those: liabijl
ities incurred before the effective date of termination-and: the parties shall be -mutually-
released without- liability- to :the other party except liability regarding the Reserve Fund
as arising under Article 13.4, in which.event the Reserve Fuﬁd shall be-promptly returned

‘t:o Seller or retained by Purchaser as provided in Article 13.4. . + =

v ARTICLE 17 o e 6 o e
- ARBITRATION OF-DISPUTES - -~ =

i7.1 .. - In any matter where the BPU does not.have jurisdiction;:any coﬁ.t'rbvérsy OF:
&ispute arising out of or relating to this.Agreement or the breach thereof shall Be settled:
by ar‘bitrat'ion except as limited by Article 17.2 hereof. Such arbitration shall be effect-
ed by arbitrators selected as hereinafter prg?i_g]_é_q’__and shall be conducted in accordance
with the rules, existing at'the’ date -ther‘épf;- of ‘thé Amiérican Arbitration Association.

The dispute shall be:submitted to: three -arbitrators, onearbitrator :being” selected by

-

~~Seller, one-arbitrator being .selected by Purchaser, and the-third‘being‘ 'selécted by-the
two so selected, or if they cartmot, agree on a third, by the American Arbitration Associa~:
fion.: In the event that either Seller or Purchaser, within fifteen {15)-days after any noti="
fication of any demand for érﬁitration hereunder, shall' not have selected ‘its arbitrator’
and given notice thereof by’_.regi.stered -or certified mail to the other, such arbitrator shail

be selected by the American Arbitration Association. The ineet’ings of the arbitrators
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shall be held at.such place or places in southern New Jersey or elsewhere, as-agreed upon
by the arbitrators. Judgment may be entered on any award.rendered by the arbitrators in
~any court having jurisdiction. During the pendency of any arbitration proceeding, the
parties shall continue making timely payments due under the terms of this Agreement
and-the failure to do. so-shall constitute-a breach of this Agreement. There shall be add-
ed to.any monetary award:-for sufns found to have been due under this Agreement an in-
tﬂgrest-rcharge.calculated the same manner as for late payments under Article 6.1 here-
of.  The cost of arbitration shall be borne in full by the losing party. -
17.2 In the case of any dispute or controversy between Purchaser and Seller with-
respect-to the.amount of any payment made or to be made by either party to the other
pursuant to this Agreement, the party aggrieved shall notify the other party in writing of
any such dispute or controversy. Such notice must be made within sixty (60) days after
the discovery of facts underlying the dispute or controversy. The 'nqtice shall set forth in
~ reasonable detail the reasons for the dispute or controvérsy; Both parties agree not to
make any demand for arbitration pursuant to Article 17.1 above; or to take any other ac-
tion for a period of sixty (60) days following said notice in order to provide the party re-
ceiving same with the opportunity to respond, during which -six‘ty (60) day period the
parties shall continue to perform pursuant to the terms of this Agreéhent and the failure

to do so shall constitute a breach of.this Agreement.

S ARTICLE 18

MISCELLANEQUS

i8.1 ~ Effect of Agreement. ‘No undertaking by one party to the other under any

provision of this Agreement shall constitute the dedication of that party's system or any
portion thereof to the other party, or to the public or affect the status of Purchaser as

an independent public utility cor;ioration- or Seller as an independent entity and not a
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public utility. Nothing in this:Agreement shall-create any duty. té; any-standard of cafe
‘with reference to, or-any liability to any person-not a party to it. i

18.2 . . Law.Governing. : This:Agreement shall be governed- by and:¢onstriediin: ae=

cordance with the laws of the State of New:Jersey. ~ 7. i o v o iisfl s

18:3 .- ...«Non-Discrimination Provision. . The-parties:mutualiyzagree arid:ovénant that

in;ithe performance of this Agreement, they shail:not: discriminate against any péfsor or
groups of persons on-the grounds of race; creed;‘color, national origin, ancestty; dgé; sex
-or marital status, In anyrmanner. pro‘hi_bit'ed‘ by -the laws-of ‘the*United Statesor>6f the-
. State of New Jersey, as:dpplieable to-the ﬁart-ies.'-f.: EEUE
18, - ;-Nq,t-ices. - All notices hereunder shall be sent:by immediate télex-or-telecopy -
"and-confirmed in writing by -registefed -or certified mail;»postage: prepaid:  If:to ‘SeHer;
the—'zf.oiiqwing address.shall.beruseds- & . . - i.0 R C AR EC IR N AR I EE I res
- :Ehambers Cogeneration Limited -Partnership + . "ou! 1o s om e
P. O. Box 3965
- San Francisco, California 94119 -
Attentionsi:J. LoMoorey Jry nascr=i s tmoligt ol wi D
If to Purchaser, the -f-,c__ollowihg address shail bewuseds » 7o vdar e e
‘Atlantic:City Electric Company. o
1199 Black Horse Pike
:Pleasantville; New Jersey ~08232 7. waiie 07 »iso
A_ttentio‘n: Manager, Contract Gapacity =7 2 wii - oo

Seller and Purchaser, by like notice, may designate any further or different addresses to

-

- which notice shall be sent.

18.5 Severability. If any clause; 'provision, or section of this Agreement be ruled-
invalid by any-court of competent jurisdictiony'the invalidity of such clause, provision, or:

section shall not affect any of the remaining provisions hereof.

18.6 Entire Agreement. This Agreement and all Exhibits attached hereto (A"

through J, inclusive) and made a paf.t hereof constitute the entire agreement between the
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parties with respect to the matters contained herein and all prior agreements with re-
spect thereto are superseded hereby. Each party confirms that it is not relying on any
oral representations or warranties of the other party except .as specifically set forth
herein.

187 . Amendment and Waiver. This Agreement may be amended, modified, super-

seded, or_cancelled, and any of the terms hereof may be waived, only by a written in-
strument executed by both parties' duly authorized representatives ‘hereto-or,in-the case
of a waiver, by the party waiving compliance. The failure of either party to require per-
formance of any provision hereof:shall in no manner -affect the right at a later time-to
enforce the same. No.waiver by:either party ‘of any condition or of any-breach of any
. term of the,Agreemeht-shall be construed as a further :or continuing waiver of-any such
condition .or breach or as a waiver of any other condition or. of any breach of any other

term.

18.8 Several Obligations. Except where specifically stated in this Agreement to
be otherwise, the duties, obiigations and liabilities of the parties are intended to be.sev-
eral and not. joint or collective. Each party shall be individually and severally liable for
_its own obligations under this Agreement.

18.9 - Project Financing. The parties acknowledge that construction of the Facil-

ity will require financing by a lendez: and that such lender will require the financing to be |
secured by a first lien upon the Facility and other assets of the Seller, including a col-
- lateral assignment of this Agreement, and all rights and obligation of Seller hereunder. In
order to facilitate the obtaining of such financing, and notwithstanding any provision.
hereof expressly or impliedly to the contrary, Purchaser hereby confirms its agreement
fhat-in the event of any bre::—'ieﬁ or violation on the part of Seller of any provision of this.
Agreement or the occurrence ef any other event, which Purchaser may claim as grounds

for terminating this Agreemeént or for terminating acceptance of power from the Facility
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(except for a period where safety considerations require -it);i_‘for' for withholding or -ter-
mination of any obligation to make any-payment now or hereafter due to Seller here-
under, that Purchaser {having received prior written notice of the namélan‘d address of
lender): will give written notice to lender thereof. Lender shall have 60 days next:fol-
lowing . the -giving of such notice within :which to effect; or ‘commence and diligently
_ pursu‘e,._the completion ,of-,sa.@tjr.el of such violation:andto exercise itsrights %ér'ad"z‘erdediies
, ur;ider -i1;-_s .loan: documents -withfs'-SeHer; provided,- however, that fan)n takeover of the Facil-
-ity;':ﬁnds_mﬁgg rights of Seller under-this Agreement by:lender, or the foreclosure and sale of
the ,-I%a_c;:il-ity;.and*-S.el‘le__x-‘!s rights-under this:Agreemeént to‘a new operator; shall be oniterms
peq:uiring';complian;:e with:all provisions'of this Agreemerit;-including, without limitation;,
“all, safety‘r'standards -and-further. -p'mvide'd ‘that r-t»h‘efdesignation ‘of:any new -operator shall
be subject A’co_.~1:he--\a.pl:)pcwail-'-= of Purchaser,:which approval shall not be-unreasonably with=
" held of delayed. Puﬁ:haser sﬁail also execute such consent and agreement or similar
documénts with respect to a collateral -assignment. hereof, as lender may reasonably
Eedti‘e,st--in .‘cohne_rz.ction with the documentation’ of :the projeét: finaneing;' provided; how-

~ever;ithat Selier -shall.reimbursé. Purchaser for:reasonable’costs-incurred-in connection

© . therewith, including reasonable attorney's fees.” oo s
18.10" .+ - ;Assignment.: Except:with:respect to an assignment imade’ in-connection with

pﬁojec;--fihanei'ng-or--to an affiliate ora wholl:y’ri“cbwned:"sub‘sidiary; of either party; neither
;part-’jr--shé.ll:-’(by operation-of law or: otherwise)-assign ifs rights or delegate its perform-
'_ance':-unden'.this Agreemenf -w_ilthouvt “the prior written consent of the: other, and any at-
tempted assignment or, .delega:tion without such consent shall be void. Subject to the pre~--
‘ceding sentence, this Agreement and ail-of its covenants, terms and provisions ‘shall be
'bindir'ag‘-upon and inure to«th"é Benefit of and be enforceable by the parties and their re-

spective successors and assigns.
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18.11 Captions. All indexes, titles, subject headings, section titles, and similar
itéms are provided for the purpose of reference and convenience and are not intended to
be inclusive, definitive, or to affect the meaning of the contents or scope of this Agree-
ment.
13.12 Counterparts. This Agreement may be executed in one or more counter-
parts, each of which shall be deemed an original.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to
be signed in their corporate or partnership names by their duly authorized officers, as of

| the day and year indicated on the face of this Agreement.

.. ,ATLANTIG,GITY ELECTRIC COMPANY

BY:
Names:
Title:

ATTEST:

CHAMBERS COGENERATIOF LIMITED PARTWERSHIP
by Maple Power Corporation as Generzl Partner

BY:
Name:
Title:

ATTEST:

-57-
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Project Description

- 1

. )

The project is a pulverized coal fired cogeneration lant '} )

at buPont's Chambers Works facility in Carnay's Poing, New ocated
Jersey. This cogeneration plant will Produce process steam ang

electric power for the DuPont facility and electric power £
sale to Atlantic Blectric. P oF

The power plant consists of two steam generators, each with a
full train of flue gas cleaning, supplying a single automatic
extraction turbine generator. Each flue gas cleaning train

consists of a spray dryer utilizing lime reagent and a fabric
filter particulate removal system. The plant is designed for

ecycling from part to full load operation.
Major systems include:

Coal unloading, stackout, and reclainm
Ash and flue gas waste conveying and storage for offsite
- disposai '
- Circulating water including cooling tower ang makeup
Service water
Main steam, process steam, feedwater and condensate
Fire praotection
DCS based control room -
Deﬁineralized water treatment for boiler and process steam
Rmaxkeup
- Plant vater pretreatment, waste water treatment, and process
wvater treatment
‘Plant electrical interconnection
Plant elactrical distribution
Foundations, building, and architectural treatment
8ite grading, paving, and fencing

o0

0 oo0o0000

0000

Coal will be an Eastern, 2% sulfur fuel delivered by rail. 2ash
and flue gas solid waste will be hauled back to the mine.

Construction of the cogeneration facility is scheduled to
commence in 1990 after permitting has been obtained. Start-up is
scheduled to start in late 1992 with commercial operation in the
third quarter of 1993. '



Exhibit A
- - Page 65 of 254

EXHIBIT B
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9.00  PJM LIGHT LOAD OBLIGATION AND OPERATING PROCEDURE
9.10  GENERAL STATEMENTS

9.11 PJM is a control area in the interconnected systems of the
Eastern United States and Canada. Each control area has a
commitment tc control its generation in a manner so as not to
burden the interconnected systems. :

9.12 For PJM to meet its commitment to the interconnected systems
durfing light load periods, it may be necessary for PJM to
deviate appreciably from normal operating procedures.

9.13 The following obligation and procedure are applicable to PJM
operation during light load periods and to the constrained
dispateh of a PJM area for thermal, reactive, or other operating
restrictions. '

9.20  OBLIGATION

9.21 During light load periods, each PJM company shall be able to,
and shall, upon request of the Interconnection Office {(10)
reduce generation and purchases from systems external to PJM to
meet the PJM system load. This action may include, for example,

-:Feducing fossil ‘Uunits to' emergency mifintms; ‘Feducing nuclear
units below normal operating levels, and shutting down fossil
units to meet the PJM system load.

9.30 DAY OR DAYS PRIOR TO LIGHT LOAD PERIOD
———etila st Y bl LOAD PERIOD

©9.31 10 scheduling personnel are responsible for identifying light
~ load conditions and projecting the extent of operating actions
required by light load conditions. COperating actions are
projected for PJM areas as well as PJM as a whole.

9.32 . If the reduction of nuclear units and/or Non-Utility Generators
(NUGs) is likely, or the expected generation levels of all units
is within "1000 MW of normal minimum energy limits, the
Interconnection Dispatcher (ID) will issue a Minimum Generation
Alert for a specified light load periocd. '

-

Company Rekponse:

Upon recéipt of a Minimum Generation Alert, system operators
will notify appropriate personnel that a Minimum Generation

Alert has been issued.

Additioﬁil unit maintenance should be scheduled, ag
appropriate, for the .expected light load periods.

Pil-o1
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Unit model data Ain the Unit Commxtment Database should be
reviewed and updated by scheduling personnel. Particular
attention should be given to unit availabilities and energy
limits (normal maxxmum. normal minimum, and emergency
‘minimam) . :

Note:
_ Only the Un:t Commitment Database. contains emergency

“minimim energy limit. 1nformatxon which:-will be used by the
I0 for both scheduling and dlspatchxng

9 33 If" the extent of pro;ected operatzng actxons 15 lxkely to

9.35

9.36

4. Nuclear unit operating constraints...

ﬂlnclude reductxon of nuclear units (incliuding:response to
‘economic dxspatch szgnal) 10. Schedulxng personnel will collect

the followxng 1nformat10n.from company System Operations

- "Subcommittee (SOS) members.

b. Estimates of NUG energy which can be reduced or:disconnected
within two houts “of “a Minimufn Genecation Emergency
_declaratxon. : - :

* Based’&n’ updated Unzt Commltment Database 1nformatzon. NUG

reducible erergy estimates, and additional nuclear unit
cperating constraints, I0 scheduling personnel will formulate a
scheduling strategy for the light load period.

| Note:’

The scheduling strategy will recognize the reduction of NUGs
_‘followxng the declaration of a Minimum Generation Emergency.
 10 schedulzng personnel w1ll increase forecast PJM loads

j‘estxmates.

Company Response:
. Scheduling personnel will update Unit Commitment Database
unit availabilities to reflect the scheduling strategy and
company mugst-run genecatlon requicements.

Hydro plants shall be ‘scheduled by 10 schadulxng personnel to
‘maximize pumping at pumped storage plants and to minimize

generation at run-of-river plants durzng the period(s) covered
by a Hxnzmum Generation Alert.

.10 scheduling -personnel will advise external systems of PIM
‘conditions expected during a light load period. Arrangements

" will be made with external systems supplying company and PJM

energy purchase agreements to minimize such energy deliveries to
PJM during light load periods. Such arrangements may
necessitate reduced energy deliveries during on-peak periods.
Where feasible and economic, energy sales to external systems
will be arranged.

-2-
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10 scheduling personnel will review the light loag scheduling

strategy with appropriate sos members and fxnalxze the

schedullng strategy

“The 10 will- ‘convey the’ current schedul:ng\étrategy to company

schedulzng personnel,
Company Response:

Schedullng ‘personnel w;ll update Unxt Commltment Database
unlt avallabllltles .

Sehedulxng personnel or system operator’ superv;sors ;Will provide

ied lsystem operators wWith lzstxng of unxt normal maxxmum and minimum

9.39

“enefgy limits to 'be usded for updatxng energy 11m1ts available to
~the PJIM Energy Hanagement System (EHS) eomputer Also provzded
*will:beva 1listing of" emergency m;nxmum energy lxmzts.

Written documentatxon of the sehedulzns strategy for the ID will
be preparedby’ 10 schedulzng personnel as appropr;ate.

.FOUR HOURS PRIOR TG LIGHT LOAD PERIOD

9. ﬁl

i*foonstraznts

9.42

nCompany Response.‘:i

The I0 schedulxng dispatcher will maxnta1n a current list of
unit emergency mznxmum energy lzmxts. quelear un;t operating
“fand redue1ble NUG~ energy.;ﬁ“‘t

'System operators will review, with station, pperatxng
rersonnel, unit normal maximum and minimum ‘energy limits as
. well as emergency m:nxmum energy lxmxts provzded in 9.38.

'“System operators w111 update normal axxmum and minimum
-energy limits ava;lable to ‘the PJH EHS _¢omputer. Changes in

. emérgency minimum’ energy limits and nﬂelear unit operating
constraints must be reported to the IO schedullng dispatcher.

Note: ~

-

-Emergency minimum energy lxmxts are not avallable to the
PJH EHS computer.

The IO sehedulxng dlspatcher wxll-update the projection of lxght

" load conditions and," 1f requxred, update the lzsht load

'-'schedul:ng strategy.

Note:

" Documentation provided in aetxon 9.39 should be used as a
guide-in’ revising the strategy. 81gn1f1cant changes in the
operating strategy must be reported to the company system
operators via the "all-call™.
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LIGHT LOAD PERIOD

. 9.51 The_ID wlll declare a Hxnxmum GeneratLOn Emergency when the

followzng measures will produce enecgy veductiong less than the

~expected load decrease:

a. Reduction of all units to normal minimum energy limits.

- b. Energy sales to- external systems (not dump power).

e Reductlon of company and PJH purchases to supplxer minimum

9,53

-energy 11m1ts

The ID w;ll request company system operators -to reduce and/or
disconnect’ NUGs. “-Requests to reduce NUGs will be rotated among
the companies. ~ :

¢As the load decreases, the ID w111 reduce the PJH and/or area

.o dxspatch sxgnal

'Company Response.

M ".“ 9.54

9.55

Company system operators will assure that fossil and nuclear
.units follow a decreasxng dxspatch sxgnal without confirming
communzcatxon between the ID and the company system operator.

lThe ID w111 reduce company and PJH purchases from external
‘]systems to supplxer minimum energy L;mxts.

When the ID can no longer match the decreasing: load by reducing
the dispatch signal, the ID will request company system
operators to remove regulet;on from all units .and reduce all

:*:unxts to normal economxc mxnxmum enersy l;mxts

.9.56
 hydro units as pumps and reduce run-of-river plant energy, where

. reservoir ‘elevation and riverflow will allow without spilling

9.57

_COmpany Response.-

V'EThe system operator wxll update max:mum and mxnlmum energy
- :limits-available to the" PJu Eus computer to reflect the
.. -removal of regulation. A

The system operator will request station personnel to
expedite the reduction of units to normal minimum energy
limits. If a unit cannot reduce to normal economic minimum
.due ‘to a hew physical constraint, the system operator will .
- advise the ID and update the normal mxnlmum energy limit
avaxlable to the PJH Eus computer for that unit.

The.ID wilL‘request company system operators to load all pumped

water or violating reservoir elevation limits.

The ID will reduce the PJM dispatch signal to zero and will
attempt to sell excess generation to external systems. The
excess generation will be quoted at a zero rate. -
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coémpanies ‘with Keystone and_Conemaugh considered as GPU units.
Note:

No update of minimum energy. limits available to the PJM EMg
computer is réquired. The Ip will use the listing of
emergency minimum energy.limits Prepared-in 9.39 as a guide
“to‘attainable génétatiﬁhfre43¢;ion.;;mherro will request
company system operators to reduce units to erergency
minimums in_;gg:p:dggﬁgggpqgggwin=9;39;5?Lué&id§{dhits to
'lndrméL*miﬁiﬁﬁmjéneﬁgﬁs1;g§ts will: be.in:the ‘same order.

~

&

For a severe light load condition réﬁﬁiring extraordinary

actions, thedID:HillurgﬁnggQﬂghgfiight;1oadﬂstbatééy;prepared

An 9.39 and ‘exercise judgement in;deciding :whidh units should be

- Note:

9.60 - LAST RESORT * =~ - G e s e s
. [ S R LR o T R B P

) f9;61'a

shut down and energy of PJM external purchases cancelled.

BETTAIL .

‘The 10 will requd I;_fg;;§5¢péhy~§YsEem:operators to shut down
‘Specific units not v quired . for area protection during the

‘light" load period or éAsubsequent on-peak period. Unless the
ID_i§sue§$§pgg;f;castgpteup;instructihnsﬁfuﬁits should be

'1‘re§£afgedTWhen,the,uigimpmﬂGenepgtion?Emévgéhéy is cancelled

(no request by the ID is required).

Wk -

As a last :ésgﬁﬁ;;tne[ip;;ﬁaginsainto,accountﬁééliability
considé%atidn§}2will’réquest system operators of over-generating
companies to reduce generation tg;maet-thevPJuﬂsistem load .
(pro-rating the reduction among the over-generating companies in
Proportion tql;he“ampuqt;gaqh3gqmpanywisvdverlgenarating). The

-0vef-géﬂefa§§pg_pﬁmpany;éystgm59peratorsfhave.the prerogative of
“'reducidé"theff“geﬁetétion_Qyiagy{means to:achieve the level

requested by the ID,

" 'Hote: . '_‘ﬁ'

' An'oﬁér—ganerating company is a PJM company with current

iﬁterﬁal‘qpe:gy,(inclndingrallocation-of jointly owned unit

energy) ‘in excess of current internal load.: Energy

associated with a capacity and/or energy sale by one PJM

company_gi'ano;he;_ish@ntepnal energy of the: supplying

" ' company. Energy associated with a capacity arid/or energy
‘sale by.a PIY company to an external system is internal load

of the PJH:QQmpgﬁy {an energy purchase is internal energy).
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9.70 CANCELLATION

8.71 The above steps will be followed in reverse order as the pIM
load beings to exceed the generation. The ID will cancel a°
Hinimum Generation Emergency when all units are requested loaded
to normal minimums and regulation restored. . : :

4s3ge
. Last Revised: '§/15/87_,
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SECTION §
GUIDELINES: - .
I.  OBLIGATIONS

~During low load periods each PJM System must be able to, and shall upon
request by the Interconnection Dispatcher, reduce its system generation
to emergency minimums. All PJM systems shall cooperate in attempting to

II. PROCEDURES

AIn recognition of the above bbligation. the following sequence of events
. will be followed in order to meet PJM minimum load requirements:

A. Verification Tests
~=tillcation Tests

Verification tests of minimum generation levels of all units on PJM
shall be conducted, The development of Procedures, the timing of
such tests and the review of results shall be the responsibility of
the Operating Committee.

B. Scheduling Hinimum Geheration

neighboring systems, the shutting down of base load units, power
transfer limitations, and voltage and réactivg constraints. Where
practical, the system should be scheduled to avoid emecrgency
minimums. The Interconnection Dispatcher shali issue to the
companies, via -the ALL-CALL, a Minimum Generation Warning with
‘maximum possible lead time together with the forecast conditions whe
the forecast pPJM minimum load, including the pumping load, is '
1,000 MW or less above the forecast PIM normal minimum generation
: level. Upon ceEeipt of a Minimum Generation Warning, each company

= shall review unit minimums and Prepare a sequential action plan to
meet its requirements. The IO shall be kept appraised of these
plans. Stations shall be notified of Possible requirements and they
shall be Prepared to act if so required. Asg an emergency minimum
period approaches, the ID shall, via the ALL-CALL, issue a Minimum
Generation Alert-‘to inform the systems of the situation in order:that

———rosi el L

Revised August 198¢ -

ﬁ’écmm} Guwﬁw.f: S



. Exhibit A
Page 73 of 254

SECTION M

they may prepare to reduce to. normal and emergency minimums. During

the period, the ID shall utilize the ALL-CALL  system to keep the

systems informed of the situation. - Upon receipt of ‘a Minimum

Generation Alert, the systems shall review'minimun-generation limits

and the status of units in Dispatch Lambda. -Updates should be made
©. when required. = ' S

++C. 'Reduction of Generation

‘The reduction of generation during light: load peciods will be’

jg;gomplisheduby5Econémibaily teducing unit outputs to their normal
minimum levels according to the Dispatch Lambda inéremental cost
: SCheduIe.7*Thisjinglude§ hu;;ga;;unitS;aSTPrepléﬂné&f’ At'all times,
the ID should attenpt Eoﬂ;gll,excess,gengration at-normal economy.
.+ When PJM is ‘operatgd at normal minimum generatior,the dispatch rate
- shall be équal'tp'lhe:1§hgégfin¢rgmentaltcost iricludéd ‘in the .
“Dispatch Lambda ‘incremental cost schedule. . = . g

.

- D. -Minimum- Generation Emergency’

If normal minimums are not adequate to relieve the problem, the ID,
via the ALL-CALL, should declare a Minimum Generation Emergency.
Prior to reducing units to their emergency minimums, the ID should
load all unloaded pumped hydro units:and. reduce run<of-river plant
output where forebady elevation and river flow will“alléw without

spilling water, and attempt tc sell excess generation-on PJM to
ﬁeighhofingfsystéms as dump power. This power should be quoted at a
Zero rate. The payment to PJM for the power then will be halfway
between the buying company’'s ceplacement quote and our zero rate.

E. Additional Reductions

If additional reduction of PJM generation is required, PJM systems
will be requested to reduce generation, as required, to stated
emergency minimum levels. :

.F. Further Reductions

If more reductions are required, the ID shall sucvey the companies,:
requesting the following infocrmation: a) each company's load and
generation; b) which of the companies are in a position to further
reduce generatidn by other than normal procedures (such as further
reductions on nuclear units or spilling water at run-of-river plants)
and the associated_incremental cost or time recovery penalty imposed
by such actions; and ¢) which units operating have the lowest max
¢apacity and the highest cost that could be shut down without
adversely affecting reliability. The ID will use his best Jjudgement

Revised August 1986



-3 Exhibit A
Page 74 of 254

SECTION ¥

._Htonecideqwhich,units'shoﬁlﬁffurthér;fgduqéLgeneéatipnxby other than
__normal procedures:or whichiunits s ould be shut down to satisfy the

. .existing emergency.without  jeopardizing the ability to carcy

_ -.tomorrow!s loadfreliably?and'eéonbﬁicéllfg';s;pce an emergency
ituation-has been:déclaréd; any' costs incurred: by buying companies
taking special reductions to aid selling companies will be reimbursed
through appropriate accounting procedures as established.by the

Operating Committee. (see MC 168-3; page M-S) "

\ o
- - LR

G.. Emergency Genecratipn Reduction by Gvergenerating Companies

w

ti§u§31é$£jféébr¢; the Interconnectiian Dispatcher, .taking into account

'tf;lhgﬂreg;gbilityfcoﬂsidéfatiﬁh?“f@ffl1ggqgg§£,§§gJoyggzengrating
1cd@g§g;esgtoAreduce?gengtatithjﬁtu}fﬁ: ng the drop among the
.., . .overgenerating companiesin proportion to their MW,values of
‘ *“f_fd@erggqg;ation)hto’méetﬂfhé*PJHf:ygt‘ oad..  The overgenerating
" companies have the .prerdgativé to ceduce their generation by any

means to achieve the level requested by the I0. The impact of such a

procedure shall be accounted fSf“iinder practices as established by
. the Operating Committee. L

LT

R

.. Reversal of Minimum Gerieraticn Procedicds
: ;Thgggﬁgvépgtéwashailnbe-fﬁlrbwéd“iﬁffgﬁgﬁqgio:der?aéAthe-load begins
. .to exceed:the generation,and ‘the ID shall cancel the Minimum

'JGenégationxﬁmecgencyaWhen“the'1o§é§§_hotmg};minimum generation level
.is reached.. ... ce D o A - .

~{superseding OC.232-15)

Revised August 1986 M-4
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SECTION ¥ -

III. pJM MINIMUM GENERATION (MIN GEN) ACCOUNTING

A. Forecast Min Gen Emergency

1.

1.

Based ‘on a forecast PJM Min Gen Emergency by the Interconnection
Office (IQ), a company may submit to the ASc for consideration
extraordinary costs associated with any unit taken off in
advance: a) voluntarily at the request of the I0, or b) at the
direction of the IO.

These costs are to be tabulated for the period of time that the
unit(s) is requested to be off-line by the I0 and should be based
on the estimated hourly cost of the unit versus either the
Dispatch Rate, if the company was forced to curtail sales, or the
Billing Rate, if the company .was:forced to purchase more energy.
A start-up eost may ‘be included 1f applxcable.

All costs should be éfiﬁcéted under separate billing in
accordance, w1th an allocatxon ;method . -and removed from the daily
account;ng ‘as spec;f;ed by ‘the ASc and approved by the Operating

Comm;ttee.u_ e T G-

Any extraordinary costs associated with jointly-owned units shall
be submitted by owning companies for their respective shares of
energy under the coordination of the operating company or the IO,

in the case of Keystone and Conemaugh.
ASc 373-4

B. Actual Min Gen Operation

Mo company which is operating below its load shall pay more for
energy treceived than the cost it would have incurred if it had

generated the energy itself.
. MC 168-3, (reaffirmed OC 272-9)

When the generation on PJM is at the emergency minimum level, and
PJM is generating above its load, the costs incurred will be
developed by the company or companies which shut down or reduce
units at the request of the I0 to correct the minimum generation
problem. These costs are to be tabulated for the period of time
until the units can be returned-to economical operation, and
should be based on the estimated hourly cost of the unit versus
either the Dispatch Rate, if the company was forced to curtail
sales, or the Billing Rate, if the company was forced to purchase

more.

Revised October 1986 ‘ M-5
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EXHIBIT C

COGENERATORS ANDTf'
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DISCLATMER

"The materiai contained herein is designed to bgrgggggmgtiqgal_ipwggture
only. It shoul? be utilized by you as an aid in making the decision as to
whether or not fo Proceed to a more detailed investigatigg._ The material
is current as of the date of issue of this documeng; agq:;t must be

. Tecognized that future actions may render any given item obsolete.”

Atlantic Electric makes no representation or warranty of any nature

whatsoever concerning the technical information contained herein. THE - -

¥

INFORMATION CONTAINED HEREIN IS INTENDED TO BE TYPICAL, FOR . INFORMATTONAL
PURPOSES ONLY, AND IS NOT INTENDED TO BE SITE SPECIFIC OR FACILITY

SPECIFIC.
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INTRODUCTION

The purpose of this Information Guide 1is to provide preliminary
information to all Atlantic Electric (sometimes referred as "A E ")
customers who are interested in investigating the potential for
cogeneration or small power production at. their facility. Although it is
impossible for this document to provide all the answersllthis information
is offered as a starting point for any customer who is considering R
authcrized cogeneration of electric power. e L

The purpose of this Information Guide is also to con51der technical and

safety requirements'«nd the need for adequate protective equipment to be

designed and inetalled by customer'in;order to operate customer generation.w
in parallel ‘with the Atiantic Electric system withoutaaifecting the ’
reliability of electric service to other customers and the safety of the-
general public and Atlantic Electric employees. h - -

Ve believe that the 1nformation contained in this guide may be useful -

in understanding the ‘need for proper design and analysis in the pursuit of

a comprehensive customer generation feasibility study..
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1.0.0 General Design Requirements

 1.1.1 The customer's-installation mist meet all applicable national, state
' and local construction, safety and electrical codes.

S

1.1.2 Adequate protective devices (relays, circuit breakg;§A.e;c.)ﬂfpr_:pg Tﬁf_¢Hﬁ

protection of ‘AE's :system;: miétering equipment and synchronizing

equipment must be installed by customer. The protective devices MAY .. s

differ with. the size of the installation. “Séé séctien 5.3.0 for
more specific requirements which must bengpg;a;ledwby:gqgtgmg:.”,:

1.1.3 The customer shall provide A.E. controlled manual discomnecting oy
: device on the:AJE. side of‘the intérconnection. The type of device

fatmd L i T

will vary with service voltage and capacity., This device must have ., .- . -.5..

2 visible indication of its position afid must dccépt a padiock to be
provided by Atlantic Electric Co. .

'1.1.4 In installations where the customer is to provide protective devices. . ..1..

for the protection of -AE's §yitem, the customer &hall submit a =
single-line drawing of this equipment sealed by 8 licensed -, , .. ... ...
‘professional engineer to “AE ‘for -informational purposes only. This
shall not and is not intended to relieve customer of its design and-.
installation ebligations, -~ =~ ~ =¥u F T STT T oEs i e

1.1.5 All cogeneration/small power prodiucer customers must have a
' dedicated service transformer. .This transformer will decrease
voltage variations experienced by dther customers, attenuate
harmonics, and reduce the effects of fault current. In general, for- .

multi-phase customers, the dedicated transformer should be connected

in delta or wye ungrounded on the Atlantic Electric side so as mot. ... ... ..

to be a contributor to 1L-G faults on the Atlantic Electric system.
1.1.6 The cogeneration/small power producer ciistomer has sole -
responsibility for properly synchronizing his generation with

Atlantic Electric's frequency and voltage.

1.1.7 Relay and Control:

=.Typical installations of Customer owned generators comnected to the
Atlantic Electric System illustrating some possible different
configurations are indicated in Figure 1 to Figure 7. The primary
purpose of the illustrations are to provide protection and metering
design information. Typical connections to the Atlantic Electric
subtransmission or transmission systems are shown in the dlagrams
provided in the following guidelines published by Atlantic Electric:
"Technical Guidelines for Customer Service at Subtransmission and
Transmission Voltages."
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1,1.8 Supervisory Control and Data Acquisition (SCADA) System
Requirement:

A. Customers installing generators 10MW and larger size will be
~_reguired to install equipment at their: generating site and also
pay for equipment and installation needed: at. Atlantic ca
Electric' E:3 System Control Center for the following.

- Telemetering of generator watts and vars-
2) Remote states of interface breaker
3) Remote control of interface bresker

B. The customer must lease a.dedicated telephone circuit or Otheri'”
dedicated means of communication from the customer location to -
the AE System Control Center.; : : - S

C. The customers must supply meters to indicate hourly demand for
use im case of loss. of telemetering equipment or- the telephone
circuit' . o : ,

D. kWHR metérs for end of nonth reading to provide adjustments tO‘W”"
hourly data must alsoc be supplied by the customer. SR

1.1.9 Any interface services which separate the generation facilities = -
from AE's 1ines must be capable -0f interrupting the maxjimum fault: -« *.
current available ‘at that 1ocation. The: customer will be advised‘=“
by AE the max fault current available. : R

1.1,10 1Imn addition to the provisions in this guide, the cuatomer shall
meet the provisions published An "Technical guidelines for Customer: " -
Service at. Subtransmission and Transmission. Voltages™ (where et
applicable) Where any conflicts exist, the provisions of the:
Cogeneration guide shall govern.
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General Operating Requirements

The.interconnection of the: customer's generating equipment with ‘the
AE system shall be designed:and operated: by customer to ‘cause no
treduction in the quality of service: being provided to ‘other '
customers. No abnormel voltages, frequencies, or interruptions
shall be permitted: The customer's'facility shall produce 60 Hertz
sinusoidel output with harmonic distortion mo greater then 5Z. 1f
other customers complain:about ‘waveform distortion high ‘or low
voltage or flicker due to operation of customer's gemeration, such.
generating equipment shall be- disconnected ‘without notice until the
problem has -been resolved. - Thére shall be no responsibility on the

. part of AE, its directors, officers, agefits; servants or ‘employees’

for disconnection.
The. customer'may not--commence parallel operation With Atlantic o
Electric System until final written approval has been granted by AE.
AE reserves the right to inspect the customer's facility and‘witness
testing of any equipment o devices associated with the A :
interconnection. E - - o

The customer: shall operateand maintain -his equipment in good and

'proper working:order which:shall be consisteént with ‘all’ industry

standards: and in compliance with - all appliceble rules, codes,‘;”‘f,
regulations, orders and requirements. AE ‘reserves the Tight to’
inspect the customer's fac1lities vhenever it appears that the
customer is.operating’ in'a mannér which-may pose a riek to AE'

system integrity ane,win such event,  AE ‘shidll have the right to L
disconnect customer's: facilities Hithout notice en& shall have no j,"f

- 1iability -therefore. -

Switching of the interface breaker or switch device shell be under
the administrative control of Atlantic Electric's System Operator.
If, for any reason, Atlantic Electric believes the continuation of
the interconnected system is, or may be, detrimental to the
operation of Atlantic Electric's facilities, the supplier shall be
required to disconnect the generator from Atlantic Electric's system
which may be done with or without notice by AE and there shall be no
liability to AE, its directors, officers, agents, servants or
employees therefore. ,This includes Atlantic Electric's right to
open the interface breaker or switching device with or without prior
notice to the supplier for any of the following reasons:

A. To facilitate maintenarce, test or repair of utility facilities.

B. During system emergencies.
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C. Vhen the customer's gerierating equipment -is iuterfering with.
other customers on the system.

D. When an 1nspect10n of the customer s- generating equipment

reveals a condition hazardous .to the AE: system or a. lack.of

“thé AE system.
Automatic disconunecting devices with appropriate- automatic control-
apparatus must be. provided by the customer to isolate the customer's:
facility from the utility system for, but not- necessary limited to,u‘
the following abnormal conditions:. A oo
A. A faelt on:the eqs;operfs-eqpipmen;a
B. A fault on the utilfty system. .
C. A Heeneréfaeﬁ}efilifrn1ineirofwﬁie5¥rheloosoooer:isi;OQL;;Feé;
D. An abnormal operatlng voltage or freaeeucy. ; “f',- 'gllil:;;:
E. Failure of automatic synchronization with the utility system;:;
F. Loss of a phase or improper phase sequence.
G. Total harrcric content in excess of 5Z.
H. Abnormal power factor.

I. Loaé flow exceeding an established limit.

The customer will not be permitted to energize a deenergized AE
circuit.

Operation of the customer's generator shall not adversely affect the
voltage regulation of the AE system to which it is comnected.
Adequate voltage control shall be provided, by the customer, to
minirize voltage regulation ‘'on the AE system caused by changing
generator loading conditioms.

For synchronous generators. sufficlent generator reactive power
capability shall be provided to withstand normal voltage changes on
the AE system.

In cases where starting or changing load on induction generators
will have an adverse impact on AE system voltage, step-switched
capacitors or other teéchniques may be required to bring the voltage
changes to acceptable levels.
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The customer shall:maintain an operating Yog-at generating facility
indicating all changes in operating status, ‘maintenanceé outages,
trip indications or other unusual conditions found upon inspection
and such.other “information as AE may from time to" time require, ;
which log -shall be available to AE upon’ request and “which shall “be

‘maintained ‘at all-times on’the premises of the’ generating facility

where it will be available for inspection.

The customer shall notify AE, -in writing, of the monthly KWH fnns
production of - each generator ‘on the first regular wurking day of fhe

following month. :Producer of power 10MW or larger may be requ;red

to report energy and peak demand information daily.”

It is the nature of the distribution Eystem that, fof efficiernt
operation, loads are sometimes switched from ome feeder to another

- or from one supply substation to another.  If such a situation

should arise affecting the supplier's facility, recoq;dination of,

the supplier's protective devices will beé solely the supplier's
responsibility. Where practicable, Atlantic Electric shall exercise .
its reasomable best efforts to inform ‘supplier- four weeks prior to
any proposed changes in AE system that w111 require any changes in

coordination of: protective devices|
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3.0.0 Deeigﬁ Information - Atlantic Electric System

3.1.1

3.1.2

AE's primary distribution system consists of either 4kV or IZkV ]
grounded wye. Atlantic Electric's transmission system consists of
23 kV and above also grounded wye. The customer's generator should
be designed to be tripped or isolated from ‘Atlantic Electric system '
before the first automatic reclose occurs. following a ‘fault on
customer's system. First reclosing time varies, from circuit to
circuit. " -At“some ‘Tocations, for close in faults near the AE B
substation, ‘the distribution feeder breaker will not be allowed tol ‘
recldse.  Once-the customer's generator 15 isolated from the . .
Atlantic Electric system, the customer’s generator éan be paralled
with AE System only after approval by AE System Control Center, by
telephone: confirmatlon using the autorized communication number to
be issued by AE. : .

Customers with three-phase generators should be aware’that certain'”'
conditions in: the utility system may catise négdtive séquence . B
currents to flow in the generator. It is the sole tesponsibility of
the customer to protect his equipment from excessive negative
sequence eurrentc - :

oy
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Dasign Considerations

Parallel'Operatiom

A parallel system is defimed‘ac one in which the customer s e
generation can be connected to a bus common with the utility £
system. A transfer of. power between the two. systems is a direct -and.
often desired result.A A consequence of such parallel .operation is -
that the parallel generator becomes an electrieal part of the .- ... ..
utility system which must be’ considereﬂ in the electrical protectionem
of the utility's facilities.n_' : ; . e e

Utility lines are subject to s variety of natural and men-made
hazards. Among these are lightning, wind, animals, automobiles,
malicious mischief and human error. Residential and commercial
electric systems are sub;ect to these same hazards, although perhaps
to a different degree beeause of the limited extent and- protected
environmert of]such systems. T e e T

The electric pro fems which ‘can result from these hazards are
principally short circuits, grounded conductcrs, and broken
conductors. These fault conditions require that the damaged
equipment be deenergized as soon as possible because of the hazards
they pose tc the public and the operation of the system.

In systems withcut parallel generation, the utility controls the
only source of supply to a given line and therefore, has the
responsibility to install equipment which is adequate, under
expected circumstances, to detect faulted equipment and deenergize
it. & parallel generator connected to z utility line represents
another source of power to energize the line and must also have
adequate protective devices installed to sense troubie on the
utility systen.

Parallel generation can also cause another condition, called
"accidental isolation," in which a portion of the utility's load
becomes isolated from the utility source but still connected to the
parallel generation. 1In this condition, the voltage may collapse or
the isolated system may continue to operate independent of the
utility (but probebly with abnormal voltage or frequency). The
probability of an isolated system continuing to operate increases
with increasing size of the parallel generator compared to the
amount of potentially isolated load.

The protective devices and other requirements required by AE in the
section #5 are intended to provide protection against the hezards
noted above by disconnecting the parallel generator when trouble
occurs. These requifements are few for small installations but
increase as the size of the generation increases. For small

-installations, the basic philosophy is to ensure that the generator
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output is small compared with the magnitude of amy load with which
it might be isolated. Thus, for any fault, AE's protective relays
will operate and isolate the generation with a large amount of load,
causing voltage collapse and automatic shutdown of the generator.’
This approach is particularly appropriate-for the induction
generator or inverter systems commonly proposed for small parallel
generators since these systems do not contribute sustaimed -1 -
overcurrents which could be used to detect faults directly. 1Imn
instances ‘where the AE system arrangement “is such that it is
possible that the generators will not always be iselated ‘with dlarge
amounts of -load, AE requires:the use:of voltage ‘and frequency
measuring relays to detect:- isolation aud trip generators.'

For 1arger installations the probability of isolated operation is
higher since the .available .generation may be sufficient to-carty the
entire lodd of AE's circuit. For these installations, specific "~

‘devices must be installed by .customer for the detection of short'
-rcireuits and grounds on the utility system as well as voltage and

.frequency relays to’ detect isolated: operation.

The list of design considerations contained herein is mot 1ntended

. 1to sbe all inclusive. . Other hazards and consideratioms: must" be taken

into consideration by the design engineer -based upon the
circumstances, the 31te, ‘the: customer s needs and other appropriate
criteria.: : SR :

Reactive Power Requirements when Supplier is Delivering Real Power

When delivering real power (kilowatts) to Atlantic Electric,’
supplier must be capable of operating with a power factor at the
Point of Delivery to AE between 907 leading to unity, such that
supplier would receive lagging reactive power (kilovars). from AE.

In general, when a supplier is connected to AE at. the distribution
voltage level (4 kV or 12 kV) the supplier must maintain a ‘power
factor -between 907 leading to unity while delivering real ‘power to

-AE. ‘However, it mdy be acceptable and/or desirable for supplier- to
:deliver lagging reactive power.when comnected-at a distribution

level if .supplier is conmected at ‘a point close to anm AE substation

~or connected with a dedicated distribution iine.

~:In general, when a supplier is connected to AE at a’ voltage ievel

above distribution voltages, the supplier will be required to have a
capacity to operate between a 90Z leading to a 907 lagging power
factor at the point, of delivery whiile simultaneously delivering Teal
power to AE, .

If the supplier has the capacity to operate beyond the above
specified limits, AE may choose to operate beyond those limits.
Actual reactive power flow at the point of delivery will be
dispatched by AE. "~ -

10
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Reactive Power Requirements when AE is Supplylng Real Power :

,Any t1me AE 1s supplying power to. the Point of Dellvery, it- isir--

desirable that the power factor be corrected to 957 lagging 0T o
better (closer to unity or sllghtly leadlng) S 50U

Induction Generators

Reactive power supply for -induction .generators may pose difficult:
degign problems, depending on the generator size. .-Installations..
over 200 KVA capacity may require capacitors to be installed-to.. .
limit the adverse effects of reactive power flow on-AE system. s .
voltage regulation. Such capacitors will be at the expense of the
generating facility. The installation of capacitors for reactive

...power- .supply .at, or near, .an induction generator greatly increases

the risk that the induction machine may become seélf-excited if ::.. .
accidentally. isolated from AE's .system. . The self-excited - induction
generator can produce abnormally high.voltage which can cause damage
to the equipment of other customers. Overvoltage relays can:detect
such ‘overvoltages but cannot control their magnitude because of the
rapid voltage rise which occurs with self<excitation..:. Because of:

..these problems, reactive. power supply.for:-large-induction generators

must be studied on an . individual basis.:: Ini-general, .self-excitation
problems are most likely where the AE system capacity -and.load::-:.
density are low. Since such areas are 1likely to be chosen .for::-=
certain forms of small power production such as wind and hydro. No
induction machines. may be .connected -to existing -distribution lines
without the express written consent of AE. Any damage to equipment
of other customers as a result of self—excited‘induction generator
shall be the respon31b111ty of . customer.: S vl iy . :

Inverter Systems

Reactive power supply requirements. for inverter systems ere3similar
to those .for induction generators and the ‘general guidelimes :.:. -
discussed in Section 4.3.0 apply.- -Likewise, inverter:systems are. :
also capable of isolated operatiomn.'. Self-commutated inverters have
this capability by desigd. ..Line commutated.inverters: could operate
isolated if commected to. rotating machines. which provide the
necessary commutation. Because of these possibillities of:
self-excited operation, inverter systems are treated as induction
machines in these guidelines.. Harmonics generated by inverter shall
not distort the waveforms more than. 5Z. If a customerﬁusing-such a
device for:parallel generation is found te exceed 5% waveform.
distortion limit, the generating customer will be required to .
install, at customer's cost, filtering equipment to bring the
harmonic output of ‘his inverter to a level acceptable to AE.

11
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Synchronous Generators _

Synchronous generators can be either separately excited or
self-excited. In either case, these units are capable of supplving
sustained fault current for fault conditions on the Atlantic
Electric supply system. Such units are also capable of operating
independently and can supply isoléted load, providing the load is
within the unit's output capability. : . -

Wind Generators

Generally, wind generators are induction generators and, therefore,
the same design considerations apply. It is also required that no
wind" generator, tower 'tructure or device shall be installed ‘at a
location wheré, in the event ¢f failure, it can fall in such af_h-
manner as to contact. land upon, or interfere with any utility lines
or equipment, or constitute‘e,saie}y’hazardq

A typical homeowner thinking about installing a wind generator will
most likelv be required at. ‘the'‘cost of customer incoming service
equipment such as transiormer, service cable, distributicn panel,
ete. because eristing equipment rating mav not be adequate. '

In considering instil ationfof a wind generator or sny other
equipment the customer is ‘cautioned to carefully takeé into
considerdtion and xamine 11 land use and zpning rules and
regulations. z
and customer should discuss such requirements with his engineer, his

12 R
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5.0.0 Protection Guidelines =~ Objeéctives

5.1.0 The required protection equipment to be installed'by-the customer is
selected and installed to meet the follewing objectives, which are |
not intended to be all inclusive

5.2.0

A.

B.

EI

Provide adequate protection for feults, overloads or other .

-abnormal conditions ‘on the customer s equipment.

Provide adequate protection for faults and overloads‘on'etlentic
Electric's lines, transformers or other equipment.

Prevent outages or other adverse effects to other Atlanmtic '
Electric customers. L

Provide ‘a safe means to control, operate, connect and disconnect
the intertie of the customer s generation and " the Atlantic
Llectric svstem.'“'

Provide a free flow of néfﬁai”baaér*trahéfef.

Protection'Gdidélinesﬂe-”cé%Eral‘REQuiEéﬁentsi;'di

A.

It is the customer s, responsibility to select install and -
maintain adequate protection for their own generator and :

switchgear equipment. Fuse sizeftype Anformation, single line.
diagram and other information ori .the overall pxotective relaying, _
scheme must be provided to Atlantic Electric. Atlantic Electric ‘

will review the comp hility of the customer s proposal with

protection errangement;'”

A point of intertie must be defined between the Atlantic _
Electric system and the cogeneration/small power producer. Most
likely, this point will be a circuit breaker or a switch used to
intertie the two systems. The intertie breaker could be on the
high side of the customer's transformer or on the low sgide if
the transformer is fuse protected. All protective relaying used
to trip the intertie breaker must be reviewed and approved by
Atlantic Electric. The automatic reclosing, if any, of the
intertie breaker must also be reviewed and approved by Atlantic
Electric. No approval by AE is intended to relieve customer of
its obligation. Customer shsll remain responsible for its
equipment and the.design and operation thereof. Approval by
Atlantic Electric is for informational purposes only and to
provide assurance to AE for the protection of its equipment.

13
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Atlantic Electric will supply settings for the protectiVe

relaying schemes that trip the: intertie breaker. A exception;

is Atiantic Electric will mot set those relays solely uged for
protection of the customer's generator. If desired, Atlantic

Electric .will, for a nominal fee, physically set the intertie

breaker protective relays and periodically test’ ‘the’ protective
relaying scheme. However, AE will do so without liability or,

responsibility to customer and the liability of AE, whether in
. .cofitract or in tort or otherwise shall be- 1imited to rétu
"the “customer of :the nominal fee. - AE will perform th;s service
for convenience only. -

14
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5.3.0 Protection Guidelines -- Specific Requirements for.

generation/Small Power Producer : Customers Supplied Qff Atlantic
Electric's Transmission System : o . .

AI

B.

E.

Generators connected to. Atlantie Electric 8 transmission system
must_be 3—phase units, : - T : -

A customer with a 1arge dedicated transformer (ie. low T
1mpedance) that is tapped off a transmission line that utilizes
a power line carrier protective relaying .scheme may need to
install a carrier relaying terminal at their site. This.:
equipment may be needed to maintain the reliability and security
of the carrier relaying scheme on the transmission line.

A customer tapped off a transmission line with high~speed
circuit breaker reclosing may require tramnsfer trip from the
Atlantic Electric source terminal to insure that the customer's
generator is tripped "off-line" before the high speed breaker
reclose occurs at Atlantic Electric's end.

The customer's dedicated transformer may be protected by fuses.

1f customer supplied, Atlantic Electric will check the
compatibility of the customer's fuse type/size with the
protective relaying on the source end(s) and, if acceptable to
AE for that purpose, will give its approval for the use of the
customer's supplied fuse, which shall be for purpose of
determining compatibility omnly.

1. The customer's dedicated transformer may be protected by
protective relays and:

a. High side fault interrupting device such as a circuit
breaker or circuit switcher, or

b. Transfer trip to Atlantic Electric's source end(s) and an
automatic isclation device such as an airbreak- switch so
that after clearing of the fault, the transformer can be
automatically isolated and the transmission line can be
restored. (The sutomatic isoclation device may not be
necessary if the source line supplies only the customer.)

2. The transformer.msy be protected by a combination of the
following types of protective relays:

a. Differential relsy protection operating on a percentage
of differential current.

b. Sudden oreSSure relay detecting internal fault pressure.

i5
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c. Primary phase and ground overcurrent relay with the
setting based on, trapsformer size or IOading wvhichever
is more applicable . :

~ d. Secondary phase and ground overcurrent relay with the
setting based on transformer size or loading whichever
is more applicable. ' B : :

The'cogeﬁératioh/sﬁall power'prodacer'maet'trip their intertie
breaker for a fault on the Atlantic Electric . transmission .
system. This tripping could be accomplished by

i, 7Transfer rrip from Atlantic Electric s source end.

2. & combination of local protective relays at the customer 8
site. Examples include:

a2, ‘One or’ more zone Zof phaee impedanCe relays and
1“associated timers"' - P :

b. Overcurrent relays set above the makimum output of the
-customer's generator, .Directional overcurrent relays
nay ‘be ‘néeded’ "1f éustomet load could exceed generator
_output. : sy

c. Power relay set above the maximum output of ‘the
customer s generator L

The cogeneration/small power producer must trip their intertie
breaker for loss of the Atlantic Electric. source -or if ‘the bus
voltage or frequency goes outside acceptable limits. For loss
of the Atlantic Electric source, the generator must be. “off
line" before an automatic reclose occurs on the source end(s).
The preceding trips car be accomplished with the following
protective relays.r B

,l;ﬂ“0vervoltage relay with time delay. L e
2. Undervoltage“relayfwith,time_delay.

3. ‘One/two step underfrequency relay(s) with independent time
delays., -

4., One/two step overfrequency relay(s) with independent time
delays.

~

16
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5.4.0 Protection Guidelines, ‘Ahd Specific Requirements For'\"”

Cogeneration/Small Power Producer- Customers Supplied Off Atlantic

Electric's Distribution System

A.

D.

Generators ‘connected to: Atlantic Electric s distribution system
may. be elther single phase or '3-phase. units. (Threerphase
units, obvicusly, can only be cormnected where Atlantic
Elcctric s distribution circuit is of 3—phase construction)

The customer 8 dedicated ‘transformer may be protected by high

. gide fuses. Atlantic Electric will check” compatibility of

customer's fuse type/size with the protective relaying of the AE
end and, if-'accéptable; give approval. A& 3-phase generator
should employ negative sequence relaying to. detect &n open fuse
condition.: » °° :

‘The cogeneration/small power producer must trip their dintertie

breaker for a fault' onthé actiantic Electric distribution
circuit. This tripping may be accomplished by the following,
uhich are uot intenced to be all inclusive. -

I. uTransfer trip from Atlantic Electri . iso&réé‘ééafg
2. A combination of 1ocal protective relays at the customer s
site._ Examples include'

a. Overcurrent relays set above the maximum output of the
customer’'s generator. Directional overcurrent relays
S0 may ‘bé‘needed 4f ‘the customer (] load can exceed the .. .
7-‘generator output. T o
'b;”fPower relay g6t ‘above the meximum output of the L"m
customer s generator. _'fj_%
The cogeneration/small power producer must trip their intertie
breaker for loss of the Atlantic Electric source or if the bus
voltage or frequency goes outside’ acceptable limit%. For loss

of the Atlantic Electric source, the geperator must be "off -

line" before an automatic reclose occurs on the source end. The

Ppreceding trips may be ‘accomplished by the following protective

relays, which“are not intended to be &1l inclusive:
I, Overvoltage relay with time ‘delay,
2. Undervoltage-relay with time delay.

3. One/tvo step underfrequency relay with independent time
delay.

17
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4, One/two step- overfrequency relay with independent time
dela}. o .

Protection Guidelines. And Specific Requirement For =
generation/Small Power: Producer Customers Supplied Off Axlantic
Electric's Distribution System'That Use Induction Generators_

These customers use induction ‘generators which contain no field for
excitation purposes. These generators draw reactive power from the
Atlantic Electric system to eatisfy their excitation needs. The .
units can only produce power when they are energized from the"
Atlantic Electric distribution circuit. As such, induction T
generators cannot supply sustained fault current or, in-most" cases.
supply isolated load. _ N . o aun A

NOTE: Self excitation may be possible in some cases if the customer -
uses capacitors- for power factor correction or if the
Atlantic Electric distribution circuit has a high number of .
cepacitors. B ,

A. The cogeneration/small ‘power producer must trip their intertie
breaker for less of the Atlantic Electric source or if the bus
voltage or frequency goes outside acceptable limits. For loss
of the Atlantic Electric source, the generator must trip "off .
line" before an'automatic ‘reclose .occurs at AtlanticmEIectricfﬁ_
end, o

The .preceding trips cau be accomplished by the following : %jigl
protective relays- o .

1. Undervoltage relay with time. delay.
2. Underfrequency relav with time deley. -

B. In cases vhere self—excitation is possible, ‘the above telays
: shall be supplemented by'

I. Instantaneous overvoltage relay.
2. Overfrequency relay.

Protection Guidelines,-And Specific Requirements For
Cogeneration/Small Power Producer Customers That Use DC Generation
And Are Supplied Off Atlantic Electric's Distribution System
These customers employ DC genmeration and transform the DC output to
AC through synchronous static inverters that use electronic
gwitching. The electronic switching is controlled by either the
utility AC voltage or by internzl electronic circuitry. Static
inverter installations on the Atlantic Electric system must be the

18
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type that utilize the Atlantic Electric AC voltage as their.
switching reférence. These systems cannot supply fault current or

. supply isolated load. Therefore, if properly designed by customer,

no special protection. -equipment is necessary for faultsion:the. :
Atlantic Electric source: ‘feeder or for .an. ~outage: f"
Electric’ “source. The protection for the customer's. dedicated
transformer 1s ‘the ‘same as that requitred for other

cogeneration/small power producer customers. supplied: off,Atlantic
Electric '5 distribution system. T meetmmtT e mE LT T

Informatibn,To Be,Shppliea by Cogeneretnrherlgngiieinere#ronucerau-nu;

A. A ome line diagram of entire system.-

List of Drawings: S   ;;;»u:; :N;5'

R

B, aA¢ potential elementary oF customer-owned generation system.
cC. A current elementary of customer—owned generation system¢3«~
D. & control elementary of generator bre«ker.;;ya,:ga=n feivaela ot

E. A'three line diagram of generation system.

One Line’ Diagram and Three Line Diag_gm to 1nc1ude the followg_g

information. v

4. Equipment names and/ur numerical designations. for all cdrecuit
breakers. ‘contactors, air switches, transformers, generators,
etc., associated with the generation as required by Atlantic
Electric to facilitate switching., . = .o o L SRS

B, Power Transformers - Name. or designation, nomingl. kVAy" neminal
primary, secondary, tertiary voltages, vector dlagram, a tap

-setting and ransformer impedance... - ;-

ST P

P e

€. Station Service Transfnrmers - Designate phase(s) cnnnected to,

and estimated kVA load.

- D. Instrument Transformers - Voltage and current, phase

connections.

E. Lightning Arresterslcas Tubesluetel Oxid‘”Varietore ralan
Dicde/Spill Gaps/Surge Capacitors - Ratings. . -~ .hriow

F. Capacitor Banks ~ kVAR rating. wr e M

G. Air Switches - Indicate status normally open*with 8 (N 0 ) and
type of operation manual or motor, : R

19
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Safety Switch - Continuouc ampere and interrupting ratings.

Circuit Breakers and/or Contactors - Interrupting rating,

.continuous rating, operating times.

Generator(s) - Include type, connection, kVA, voltage, current,
rpmg PF,Zimgedangee,%;1me1cons;ants,;etc.

Point of Connection to.Atlantic Electric and phase -
identification,

Fuses - Type, size, speed, and location.

Grounding.t

Elementary Diagrams To Include The Following Information

Al

B.

Terminal designation of all devices - relay coils and contacts,
switchcs, transducers, etc.

'Relay functional designation - per latest ANSI Standard.. The e

same functicnzl’ oesignatlon shall be used.on:all drawings.-
showing the relay.

‘Complete relay tvpe (such as CV-Z, CV—S, CW, IJSSlA) and relay .

range.

Switch contacts shall be referenced to the.switch development if
developme;ud SR

Switch developﬁents and escutcheons shall be shown on the
drawing where the msjority of contacts are used. Where contacts

of a “Switch are used on 8 separate ‘drawing, that drawing should

be referenced adjacent to the contacts in the switch
development. .Any contacts not.used should be referenced as
spare. ’ e b e e

All switch contacts are to.be shown open.with each labeled to
indicate the positions in which the contact will be closed.

Explanatory notes defining switch coordination and adjustment
where misadjustment could result in equipment failure, or safety
hazard.

Auxilisry relay contacts shall be referenced tc the coil
location drawing if coil is shown on a separate drawing. All
contacts of suxiliary relays should be shown and the appropriate
drawing referenced adjacent to the respective contacts.

20
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Device auxiliary switches (ecircuit breakers, contactor) should
be referenced to the drawing where they are used.

Any interlocks electromechanical. key, ete., associated with the
generation.

Ranges of all timers, and setting if dictated by control logic.

All target ratings; on dual ratings ‘undérliine the appropriate :
tap setting. '

Complete internal for electromechanical protective relays.’

Solid-state relays may be shown as a "black beox", but .
manufacturer's instruction book number shall be referenced, aind
terminal connections shown.

Isolation points (states links, PK-2 and FT—I blocks), etc.,
including: terminal: identification.'

&l circuit elements and components, with device designation,
rating and setting where:applicable. 'Coil: voltage is shown only
if different:. frot nominal’control voltage. -

Size, type, rating and desiguation of all fuses.

Phase designation as ABC or CBA,

Potential: transformers - nameplate ratio; polarity marks,
reting, primary and secondary connections (see Guidelines for

minimum ratings)

Current - transformers - polarity marks, rating, tap. ratio and
connection, - -

Auxiliary CT. ratios, connection, winding current rating and 2
arrows to Indicate assumed current flow.

Such.other informationfasfﬁt'may request.

-
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 STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES

" INTHE MATTER OF INVESTIGATION BY : o

 ‘THE STAFF OF THE NEW JERSEY BOARD e
OF PUBLIC UTILITIES OF ATEANTIC . STIPULATION
CITY ELECTRIC COMPANY'S PROPOSED - :~

. ‘COGENERA’I‘IONANDSMALLP@WER D
- PRODUCTIONPOLICY o

, 1 Smce May of 1986 Atlannc Cu:y Electnc‘ Company
(heremafter ret‘erred to as the "Cornpany or . Atlanuc Electne ) has
“been. m the process of evaluaung_ ‘twelve (12) mdependent
which ‘were submitted to the Company-- relanng to the:- construcuon
and development of qualifying- facilities.. (herelnafter referred to as
"QFs")..and small power. production facilities:.pursuant to the Public
Utilities . .Regulatory.-Policies- Act of. 1978  (hereinafter .referred. to as

| 7 PURPA") and  the sale of the. electrical  output ‘therefrom .to the

Company in accordance .with - PURPA.. - In.-connection :with::its Teview
.. of - the .proposals, -the. Company. developed» an evaluation and - rankmg
~ system. . In. January, 1987, the staff -of the, Board of Public Utilities
_(heremafter referred to as the "Staff") was. . aclvrsed. .thatAtlantic
. Electric had completed -its ‘evaluations . and was about to notify. three
of the QFs to commence negotiations with the Company. On.January
14, 1987 the Staff requested and Atlantic agreed to withhold
notification to the QFs until Staff had had an opportunity to review
- .the methodology utxhzed by the Company to insure ‘that it-comported
with Board pohcy on cogeneration and small power prodiction.
After its review of Atlantic Electric's procedures; on May 13, 1987
Staff issued its "Evaluation by the Staff of the New Jersey Board of
Public Utilities, of Atlantic Electric's Proposed Cogeneration and Small
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Power. Production Policy” (hereinafter referred to as the “Staff
Report”). The Staff chort ‘was dmmbuted to the Company as well as
to all QFs who had ‘submitted proposals to the Company. The Staff
Report was critical of the Company's procedures and policy and
recommended a standard offer approach. Comments from all parties
were solicited by the Staff by June 15, 1987. The Company, as well
as all QFs, submitted comments eovenng a wide range -of :policy and
other issues raised not only by Atlanne Electncs procedures but also
- ~by .PURPA:and the Board's exlstmg polmes on cogeneranon

2. The Staff has revxewed and cons1dered all of the
comments from the parties. and has dxscussed “with - the Company a
proposal for resolving the  policy and. pl:g_cedug_a_l ._d;sagreeggents
between the Company and the Staff over the 'de\;elopment" of

cogeneration in Atlanuc Electric's service temtory. as well as the

‘j“'-f"'State of New Iersey To t.lus end. the Cornpany and _the Staff have

to promme the devj_}_i dpmem of

: 3 The'Boéard ‘has expressed its posmon in“favor ‘of ‘contract
* terms’-and conditions th?t foster: developrnent -of altemauve power
"‘-‘sources Under Doeket No 8010-687 the Board estabhshed

o fj‘-under PURPA.’ *‘Ia~Atlantic Electric's” case; ‘that- Order estabhshes (1
i, 'the PIM: billing/tate: plus 10% as the avoided enérgy’ cost ‘and (2) the

~ PIM: capacity deficxeney value .as the avoided capacity ‘cost consistent
- with "PURPA."" The Board's determinations - mcluded_ the following
CUquotations:” T T T e T T e

A. "'The ceutral guxdehne for the Board's conszderanon

.- -of thxs Docket is . FERC Order No.: .69 which suggests.that the price that

- the QF receives: for its energy or.capacity sales to.an electric utility
be based upon. av01ded costs. . Avoided cost is defined as follows:

“The mcrememal cost to an electric utility
“of -electric’ energy or capacity or both which,
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_but for the - purchase from : the qualifying

. facility or facilities, such utility would

generate itself or purchase from another
. 'sOurce (Order 69, Secuon 292 201(b)(6))

The Board mterprets this* ‘definition” to mean that the purchase
of energy from a QF will not signifi cantly affect the bills of all other
| uuhty cusiomers and that the QF wrll at the same . time receive the
" true and full’ econotmc value for its euergy or capacrty The Board's
' decrszon and order in Lhrs proceedmg has thus been drawn ‘with the

B mtent of encouragmg cogeneranon and small power producuon but
not to the detnment of elecmc uuhty custorners

R B "In setung “the: value .of ‘avoided eénergy costs at a
figure' of 10% above the PIM billing rate, the Board determined that
such a rate vnli help to adequately promote cogenerauon and small
power producnon in New Jerséy and, at the same urne, will yield

- ! long tertn’ benefits to uuhty ratepayers. .

C "It is ithe belief of this Board that it is sound policy
for a larger QF to negotiate the.rates for the sale of its power to
electtic uuhues Through such negouauons, a contract may be
‘developed which will address ‘and’ rueet ‘the’ parncular financmg and
technical needs of a QF ‘investor. For example, a hydroelectric or a

__resource. recovery investor may,.desire a contract . which- yields

greater revenues dunng the initial years..of the. agreement;
conversely, a cogeneratorf uulrzrng natural gas may favor a contract
rate which increases over: time in order to keep pace with the cost of
~fossil fuels.® - ° - '

D "It is our firm belief, however, that the negotiation
of long term contracts that are tailored to.the specific characteristics
of a parucular QF wrll maximize benefits to the QF as weil as to the
affected utility and its ratepayers. We are further of the opinion that
the use of a basis should not adversely affect the negotiation
process.” :
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; :E-.. "Thus: the Board .recommends ‘that the parties in
future - power -sales negouanons. ‘where financtal constramts demand,
" consider establtshment of a leveltzed pnce for energy sales, such
levelization to be based upon long-term projections of avoided costs
- as- presently defined by .the -Board.™

: F: " ) "Further, 'theq'"Board recommends, as 1t dtd tn Docket

\Io 833 236 that a contract ltfe equal in duratton to the penod of

" debt ftnanctng, Jor_ec :xc life of the facxhty should be an option
made avatlable by the electnc utthty to the QF | Such _contracts
should be based on long-term avo___ed cos't ;‘_presently dcfined by
the Board. Within this concept, ‘fnechanisms can be incorporated
.. which assure that ratepayers will: be .held harmless by such pncmg
structures. ‘ I R : ' y

4, Suaff represents t _,_':_"‘the concepts _and agreements
" embodied within this Sttpulatlon, ) 1nclud1ng pncmg levels are
~ consistent with the above and otheér detenntnattons of the Board,
.. including: : E '
A, Establi Ment of a "Standard Pnce Methodology to
facxhtate prtce agreement whtle sttli retatntng an opuon on the part
of QF developers to negonate other prtcmg

s B Usc of- the cuirent PJM btlhng ‘rate’ + 10% + avoided
: "'1capactty costs ' as’ 3 “basis’ for developrng payrnent rates determmed
T "before the fact for long-term contracts. B o

, C Use of levehzed payments whrch have a: substanual
beneficial effect upon the financing of such projects because of the
" more s’table. ‘predic"table cash flow ‘they produce for the project than
"doés -a variable after-the-fact’ determrned, avorded-cost price. It is
recogmzed that this method of - pncmg ytelds payments for energy
“and' ‘capacity that e_xceed the utility's ‘near-term avoided cost in the
‘front years and “are lower than’ avoided cost projections in the end
years. It is anticipated that the aggregate long-term avoided costs
will reasonably match the contract payments over the contract term,

4
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~.provided that energy dehvery is sustained throughout the contract
© term. ‘

D. Contract terms ex.tendmg up to 30 years from the
date a QF facxhty starts opetatton :

. 5...\ 'I‘he pames are: not m full agreement as to the proper
| methodology to be . used to estabhsh avo:ded .cost and the before-the-
-fact energy .and ‘capacity rates. to be paid . to QFs. The positions of the
,_.parne_.; in t_hxs regard..are: :

“A.  The Company has proposed ‘that payments under
long-term contracts be based upon avoided costs’ (energy plus
_capacity) determined as.a- result of companng alternate capacity
- expansion .plans. unhzmg the Company's . system planning - approach.
. -The Company further-believes .that oace- its forecasted capacity needs
are met, the avoided cost for additional -cogeneration capacity
diminishes to:- the PIM running rate’ for-energy; -and- that therefore
-any fixed payment recognizing a value-for capacity also- diminishes to
zerdo. The Company ificorporates -heréin by reference -all of the
- positions: and comments subtmtted to the ‘Board ‘in ﬂus ‘matter and

~dated’ June 1S, 1987 T ' :

B Staff belteves that furthet commerctal mcennves to

- _.-QF pro;ect development .are appropriate; - mcludmg pncmg to yield

. CUSTOMET.. break-even (present. yalue) .on 2 contract life. cycle basis
-(eqd.___q_t_‘__,,,cpntract term). based . upon the Company's projection of PJM
_energy -costs, plus 10%, and . capacity payments" based on the PIM

wi . .capacity deficiency values. Establishment of levelized rates ensures

and allows calculation of, to the extent that electric production of a
facility is maintained at expected levels, revenue streams from
electric sales over"._ the economic life of the project. Staff proposes
‘that several -paynien_t' schedules be developed in which a certain
portion  is' levelized ‘and the remainder tracks avoided .cost or some
other significant index. - The more capital intensive the project, the
higher is the degree of allowable levelization. This allows QFs
flexibility to choose the degree of levelization required to meet

5
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specific financing needs. - This approach will appropriately -value and
attract long-term purchase of QF capacity and energy to the benefit
of Adanne Electnc and us customers.

6. ’\Totwuhstandmg these drft‘erences in “approach, the
parties have reached agreement upon a standard price methodology

" 10 be used at'the’ present time. - The parues have done this in the

" interest of assurmg “continued devetopment of ° QF energy and
capacity to ‘service ‘Atlantic” Electric's customers -and. to" protect the
resources which have been expended: by “the QF.'. who submmed
. proposals to_the Company and have an mterest in the outeome of thls
prot eedmg

0q, o Exhibit* A to this Stipulaﬁon &stablishes.  the ‘iStandard
" Price Methodology agreed to by the pames -for+ purchases by Atlantic
Eléctric from: QFs! 'l'he Standard Pnce Methodology has the followmg
o szgmficam features' CERE SR LR

- - craw agas R,
- . XA T o=

L _ Projects are categorized 'by techuology and fuel
source,. that 1s. :renewables: (e.g:'- resources:.recovery; conventional
hydroelectric); - oil and..gas; and coal.. The.-percent. of the: price which
is paid in levelized form' may vary to reflect the de_gree;..sgf;';'_capital
intensity of such projects and, therefore, the realities of project
7" financing. - “Inthe Company's first’ 500 rnegawatt tier; the Company
will’ provrde ‘energy-levelization’ fatey” at'the’ R opuon “fiot 10 ‘exceed:
80% for renewable resource ;irojects- HOR+ Tor “coal p?o;ects and 35%
‘for oil and -‘gas projects.’ Tn the" second ner. “{he’ maximufn - energy
levelization' rités “will .be~ as follows: * for m-terntory ‘fenewable
- resource pro;ects--SO% t‘or coal pro;ects--40% and t'or“'oﬂ and gas
”pro;ects--ZO% R H A

"B, - ‘In an effort -to further improve project - viability, the
variable portion varies with (i) either PJM billing rate, the
appropriate fuel index, .or any mix thereof at the developer's option
for oil, gas and.coal :projects, or (ii) GNP deflator, the. PYM. billing rate

or any mix thereof at the developer's option, in -the case of resource

recovery- and ‘conventional hydroelectric projects.

6
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€ The capacity value is determined in the  Standard
Price Methodology to reflect the Board's Order in Docket No. 8010-
687. A levehzed capacuy value w:ll be payable in a manner to

| encourage on-peak and peak season producnon

D The total paymént derived in paragraphs A B ‘and C
reflects the Board's Order in Docket No. 8010-687. T

*“E° The'Standird Price Methodology shail provrde for
contract terms of between 15 and 30 years.

7 8, " The-parpose -of. ‘the ‘Standard- Price Methodology is to
establish. standard pricing offers which “will be available to*.any and

all QF developers 50 as to facrhtate the development of QF capacity

Board .will: pre-approve standard . pricing offers, and standard pricing
agreements signed between. Adantic. Electric and .a. QF - developer will
be treated by the Board as havmg 1ts approval It is anticipated that

' regiiltanit’ full’ contracts would receive the"Board's final approval in an

;expedrted t'ashxon. . In vrew of the facr tha.t the remammg eleven (11)

}'"{':_;have | the first opportlmxty to srgn standard offers wu.h the Company

7_ A_;In the event the Companys standard offer lS not t'ully subscnbed by
| the exxstmg eleven proposals. the Company wrll conunue to ‘entertain

and accept other offers made in accordance. wnh thls Snpulauon as
they are received. .

" 9. The Standard Price Methodology will serve the additional

n funcnon of assunng equal aecess and opportumty to all QF

R developers to conrraet ‘with the Company st o

‘10. A "QF -developer will not be ehgrble “for a pricing
'agreement under the Standard Pricing "Methodology unless the
following minimum submittals have been made available to ‘and are
‘sausfactory t0 the Company |

A, l-'-'ERC cemfieauon granting quahfymg status to the
facility; provided, however, that the Company may accept proposais

7
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‘based. on evidence that the project is certifiable under FERC's rules

- and regulations;

B A statement of ~ pro;ect -definition including
preliminary prOJCCt demgn “arid ‘construction schedule,” anncxpated

__project operation commencement. and , life, and year-by-year energy

delivery;

C . Letter of intent or similar evidence of host site

~ control; . ; e

.Projcct. and a Pl'&h“““"""y ﬁnancmg plan. |

..»D.- ..Adequate fuel supply . consistent with- anticipated

. _‘ prolect ltfe ‘and. energy.. production;; .

N E" A plan for obtalnltIS 311 ““"‘sary prcuect hcensmg.

n F;-‘-"- Prellmtnary i evidence -of "~ ftnanceabtltty of the

r G__, Ev:dence cf thermal customer, lf a cogenerator- and

H- -, A mtlestone chart for the Pf°l°°‘ ‘“‘d payment into

. "::'_'-:;a reserve fund not to exceed 510 OOIKW whtch reserve “fund shall be

ke

“__f_payable to the Company m the event mtlestones eStabltshed m the
" contract are not subsmnually complted wuh by the QF Full payment
":tnto the reserve fund wtll be due upon the QFs acceptance of a
" Standard offer. ‘

J

11. The Companys standard offer tiers are based on the

‘;Company s forecasted energy and capacxty needs, “which are based on
existing capacrty. planned rettrement t'orecasted lcad growth and

planned and/or anttctpated capacity additions. The' ‘Compdny and

- Staff agree that the first tier will .be 500 megawaits and that there
. .will be one. subsequent 200 megawatt tier. . Exhibit A to this
- Stipulation contains .the . prices applicable to each uer. To the extent a

project does not fall completely within . the first 500 megawatt tier
(e.g., if there is 40 MW of power unallocated in the first tier and the

next’ qualxﬁed project is 60 MW), so long as more than 50% of the -
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. project’s rated. capacity .is in the higher tier, the higher tier price
~shall apply to- -all sales to. the Company Over-subscnbed tiers wiil be
“awarded by randon_r__ drawrngs. _A

12. The Compiﬁy:l‘shﬂl '.::oe"alloﬁ'ved" m“pﬁoﬁﬁze" the proposais

A. In-territory renewable QFs;
In-territory dispatchible: QFs;

TIn-territory QFs;

A ----‘é,-.-"|

'In-state dtspatchable QFs. )

In-state renewable. QF;. REFCER

| __In-state Ql'-‘s. ‘and

~aw

"'~“f % S

0'11 ‘mp N @

:All others. L

13 The partres agree that lt 1s necessary and desrrable to
establish a procedure to review the pncrng mechanisms..and. .the level
of price reflected in the standard price methodology, and the process
by which contracts are to be developed- and executed. This wiil
assure both appropriate - development of -QFs and ‘‘protection to the
-Companys customers against problems in :the selection” proeess. It is
‘explicitly anticipated- that the” ‘experience . -during - the' ‘offer ‘period
- -together wrth ‘the updated antrcrpatron of - the Companys ‘énergy
‘However, it is the ‘intent of the --pames to .m_amtam continuity in the
" QF development prong' by ‘maintaining oagoing communications
regarding status, outlook ‘and  potential problem areas, ‘and: to jointly
‘ attempt to resolve such problem areas for prompt approval by the
Board. Ongorng communications will include periodic review
meetings and prompt written nouficattons to the Board regardmg
srgned standard pricing- agreements.
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14 “The Parties recognize that many QF pro;ects will require
* negotiations on price and non-price terms which ‘are not ‘reflected in,
or may require variation from, -the Standard Price Methodology.
~ These include, but are not limited to, terms-such as:.

A. A technology not’ reflected in the Standard Price
Methodology;

B. Dtspatchabthtg, W b ikeia L om
C  Electric system interconnection, operation and
integration reqmrements. = o
Lo d . -::e:,"-.;xrenc: ..:...:_*._v-! ~

D-- Energy dehvery mcendves anid penalnes* and’

sty

E Any other non-standard term ‘or condmon

Atlantic Electne agrees not to xmpose suspense accounts,
recapture. poola ot - othek.- pe:formanee—a-neaalttes, except as
;spec:fically 1dent1f1ed ‘m this Stipulation for dxspatchable facilities.

= The' "parties recognize that such contracts and provnstons wﬂl be
subject o Board approval B ‘ '_ G

: 5 'I‘he s:gned ot‘fer under the Standard Pnce Methodology
. w:ll a0t -remain in:: force _ifiless  the:. QF .developer executes a full

contract -within..six . (6) months -of -the date of - signing .of -the- standard
fpnc_e: ~offer; . pt;,_oytdedt_,,.hogvever, “that a QF may. _gequesf ari’ extension of

«time-for-good cause, but in..no event shall such an:extension, together

+with. theinitial -six-month period,. exceed:twelve (12) months.. Each .
T contraCt c-aill specify . initial target -dates .for -construction

.. _commencement and operation commencement, along with limit dates
-~ which must be met in order for the- sxgned pricing offer  to -remain in
force. - - - : : \ ,

16 All payments made to QFs for capactty andlor energy
“under this standard ot‘fer and contracts apptoved by the Board shall
be recognized as havmg been a prudently incurred expenmse, a just
and reasonablé rate clearly in the public interest and, accordingly,

10
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the Board will allow Atantic Electric to flow-through and/or ‘permit
full and timely recovery in a LEAC proceedmg ‘of any such ‘long-term
contract purchase rates from ‘its customers ‘throughout the térm of
- such comracts regardless of subsequentl;_r approved avoided cost
‘definitions. R

17. The Exhibit A standard pncmg offers wﬂl be effecuve on
-~ the da:e of the Board Order m ﬁus matter. j_";’

18. 'I'Ins Supulauon is sub]ect to: the undersrandmg that it is
solely for standardxzed pncmg offer ' development and

"+ implementation “3s* described berem ARy Paﬂ-}" may, without.

prejudice, - fully lmgate..and comesr. suo'qussqes in’ fumre prboeedmgs
should this Snpulanon‘ not be approved by the Board.

19, The parues agree that the * within Stipulation reflects
mutual, balancmg of vanous 1ssues and positions and is intended to
be accepted and approved in. its enﬁi'e;i; 'Each. term..is Tvital 'to. ‘this.
- Stipulation as a whole,. sincé the parties hereto expressly and jointly
state that they would not have signed -this Stipulation had any terms
been modified in" any Way:;' 7_ In the event any particular aspect of this
Stipulation is not accepted: and approved by..the Board, then either
party hereto aggneved thereby shall not be bound to proceed with
this Stipulation and shall have the right to brief or argue all issues to
a’ conclusion. . -The --parti¢s® furthier recogmize "and dgree-that this
Supulanon has beeu acoepted and. agreed to. by. the.Staff and the
Company in the  interest”™ of “expediting ~ the - development of
 cogeneration and small power. “production and that with respect to
any policy or other usues wiuch were oomprormsed in the spirit of
reaching an agreement. neuher party shall be prolnbued from or
prejudiced by argnmg a. drfferent policy or position before the Board
in its pending S-year review of cogeneration and small power
production policy in the State of New Jersey, which proceeding has
been undertaken by the Board concurrently herewith.

20. The -(".'orhpo.ny shall be entitled to amend its standard
offer prices and procedures consistent with the Board's subsequent

11



Exhibit A
Page 122 of 254

.. findings in. the $-year review of cogemeration and small power
production policies; . provxded however that such amendments shall
. :’-apply only. to Standard offers which have not been accepted by the
'QF as.of the ume of . such arnendment The pollcxes and procedures
| agreed to herein shall remain in effect until such umc as the Board
acts on its S-year revrew

_21. Attachcd hcreto as Ex.lubu B xs a "Schedule of Procedures
‘and Timetable" for xrnplementmg the standard offer process

‘contamed in this: Snpulanon ‘ Lo
e X IN WITNESS WHEREOF the pames hereto have,’_ E‘,":‘.. day caused
. ."thxs Snpulauon to. be duly exeeuted - ’""- |

" ATLANTIC crrrr-:uscrmctomm
" 1199 Black‘Horse Ptke o

S P S P aoszsz
Coeet e e v s e :xg“-i,:’.-?f' . -“'1 -F" b "'"' g ey

T I By T Y =t o
IR -' et Rxcha.rd B" MeGlyan. Esq-c :
... Stryker, Tams & Dill .
o Attomeys for Atlantic Clty
' Eleemc Company

- - . . - -
,-7;...-_4...¢ ...'-' _,-____"_::

S STAPFOF'I'HENEW‘.‘ERSEYBOARD
Co il G OFPUBLIC U‘I]II['[ES‘ L ::;3?-
.. Two Gateway Center . .

Newark, New Jersey 07102

Steven Gabel
Du'ectar Blvmon of Elecmc

12
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STANDARD PRICE METHODOLOGY
. PR
' PURCHASE OF ENERGY:--
ATLANTIC CITY ELECTRIC COMPANY
FROM '
.. QUALIFYING FACHHTIES -



Exhibit A
Page 124 of 254

A. Objdetives

A T

s

‘Provats d.-"].oyunc of diffarsnt mu of Q!' enezsy Tesourcas in the
. Atlantie Tlactric's service territory, and Stite of Nev Jersay on

behalf of Aclantic Rlectrice cuszomers, including gas/odl fired
projects, cosl or coal wasts fueled projects; coaventiossl

hydroclaeerie projccu. and nmec Tecovery projects.

Prmn nuhhtliey of QF ensrgy on a 1eu¢ tnrl bnu. at times vhen

:l.e 1- :um: valuabls to Atlnuc uaeem'- Customars.

,Iuplmne. -with Board mmd. pricing thac 1. ‘consistent with the

roquitutnt' of MA and. Board ovders.

3. cﬁgtin of moug 11
" Under Docket No. $010-687, tha. m.negmm ‘petdetined tor the

. determinacion of the gvoided coss: to be-

W Q’.‘c That o“.t

entablished (1) the PJM dilling race plus’iOF a8 the aveided eneigy cost
and (2) eho PJ'!( upcei:y do!:l.ctmy z-_ne- ;_- thc mi.dod capacity cost.

wotﬁ:hundin; duzcnuc pouti.m as to tha’ ‘appropriate pricing
zacthodology for before~the=fact pricing of purchases from QFs, the Cowpany
&And Staff have agreed to base this uam:d pricing mathodology on the
.Board's methodology for a!:cr-ehn_-.tut «urluluu ot avéided cole.

c. !’oneut o! Avoid.d COOG “ T L

1‘

2.

L -
I T -
Y * o

Capactty svoidod costs are dodv«l from projections. of revenue

. tequirements for - eh. uu.-ud eem nmnnd with the PJM Capacity
--.Dc!tcmcy TATS. - . , . _.J

'rhc pu-uu hnv- n;rnd thne cnpaetty payuuu viu ‘uo offered for
upui:y which -uu r;&'o c::l.uun--: R _

'Enctu mﬁd eoctl ave derived from computer model production cost
_simulaticus of the gperaticn of :ho CWM PIM generating

. stations over the term of the: mnnct. nm wmodel {s based on a

current best ascimate’ (bm euc) of tutuu

’wtw. including:

a) energy and pesk load f.oneuu for :ho Cequay and othar sembers
- of PJI(; '

) cum lnpply sources availablae to tho Co-pu-y and other zambers

- of mt;

é) fuc.l prico forecasts}. sod,.

4d) foueuu of rolcnac ccono-ﬂ: cmd!.tim. such as inflatiom.

e

A-1
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- The data presentad hers are based on economic and producticn coge

foracasts &9 of November 1586.

Discounting and lavelisation are based on:the. Compaay's projected

. weighted cost of permanenc capital,. ‘currencly 11,353

The fundameatel precepe of this standard pricing methodology fe to

reagonably match pricing o projected avoided cost . over: the contract

‘tarm, om a present valus.or. levelised basis,:for the current best

“edtimate of future conditions. A second pracept is sustained aznual
. -, d01Lvery of amargy by the GF cver the term:of.the comtract.

L F. 1) slloving Yover. levelizacicn.and hence Hore:

3.  Allow for concrgct terms

8. Withis the framework of the

It 1e the tntinc of the scandard price mathodology to:

1. DProvide a uix of fixzad (Iml) cnd nr:labh;ricoeulpomuu
- that will help developers meet the fingneing ‘needs of projects

of d{ffa pital intensity and pocential ‘fusl cost

! SR

_1::1 ﬁg_qpin projects

.. with lew fuel cost volaetlitys: and,:s

.o

ndeaxing” to
ncially high

with low cepical ia

ual cost volatiliey.

) developing a dispacchable ait methods l.ou o

e

" applied to variable price compouents, raflective of either
enargy value to Atlantic Xlectric's customers or major cost to
. QF opearator. .. . i geenes EERER S :

ﬁgsdcvclmrlﬁ.; 1pheheie. -of uuhtou (1ndices) to be

RO
of batween

15 and 30 years.

A o e
wERG S

~Control the lavel.of early year rate.expomire to Aclameic

. . Zlectric customers that results from levelizing comtract

... Payments 1n.excess of avoided costs. This -requires capping che
T smount of lsveliszstion.
: " - Tl TR
precapts-noted sbove, namely
brask-evan on & present value basis at the end of the contract
... and sustained annual energy delivery over tba coatract term,

LA - R

- contrel the risk to Atlantic Zlectricicustomars of not realizing
enough subsaquant cost advantages (relative to the svoided cost)
to compensats for esrly year incantive paymsuts in excess of
svoidad cost.

A-2
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E. Standsrd Price Formula for Contriet Pricing

The partles have agreed to the !ouamg pricing formils:
Payment ig = Lmlued Cep y + I.cnltu& Zneargy <+ Variable Zacrjy

‘“_Yur k-9 elm rulnc Pm - Payment

Zach o! theae terns will be duerﬂnd in aore dcuu in the following
sectious, aad sumericsl data uu bo displayed. - ‘

Yor D:aneeluhh Units the fornh.qu uprusd s two pu'us
Paysant in = . Variable’ ﬁum P !.nuud Esergy

-YasE 8 o/TWR Payuant l'lmt {to de dcnnimd)
"1/9’“ -i:f:-: moaEl e RS s K e S . 0 _ '.'.c N . -
| Annusl Payasnt = r.nom«l Cap'y - N Lcnuud Inergy (*
- = T Payment ... Paymeat’
- “(eo be donmnd)

8760 go_'g_a_ LI 1] (&nc:lty ne:or)* Anu.nhm:y l‘utor
year _

Availability Factor. =

| ‘Disjatchable fs defized as Atlantic unetr:r.e's abilley to call wpon or o

‘eall upon the unit for its capacity at any bour-durizg ‘the year. Atlantic
Zlectric will guarantse 3500 hours (nca aegotiable) of operatics in any

- calendar year as estadlisbed by its computar model Froduction costing.

;::-‘"i,_-.:xiaiu starcing sotice sad minimm rm durations are subject to

aegotiation. The incent of the dispatchsble pricing optica is to provids
a level annusl capacity payment per: kilowact for the 1ifs of the comtract.
vhich varies only with the ratio of & QF's availability as cowpared to
Atlantic Electric's availsbilicy, - Thig l.cnl annusl capacity paymeat per
kilowatt to be spplied to che rated capacity of the QF 1is the sum of the

-;-_::'huund upaetty paynett and levelized anargy payl-a: pnm a

G.

capceity fae:oe c! 852 ud !760 hauu pu- ‘year.

!urn ud upaei:y pms are uﬂ.d aeeording to l:ne and seasca aof
genarstion so as to encourage suergy supply to Atlangic Ilactric vhen such
snergy has the huhu: uhu to Atlancic Tlectric customers.

A=)
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L = Fraction of levelised avoided emergy cosc tHat:

_As derived tn Section ¥,

- "Ctittgin, !o'xl-.- s.i-e:
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Lavelized Capacity Payment L
This payment is based on the projected PJM Capacity Daficisncy paymanta.
As dascribed above, it is paid only for energy delivered during on=peak
hours. sud only during pesk sessoms. Capacity payments are predicated cn
an assumed annual capacity factor of sbout 83X for the QF. The: entirs
capacity payment is lavelised over the term of ths QP contract.

~Table=1 summarises the lmlnqd:ml avarage c#ceizy pnmnu tor qQr'a

placad in sarvice forudl q_g ga.,..{-.fm“..tumh 1994,
Levelized Energy ?a _ ; I
Lavelised Avoided

- -

{8 to be fixed for
all years of. the contracs. L depsnds on typs of project
(cachnology and fuasl), and his besn chosen to provide higher
levelization for capital inteusive projects and:lower levelization

. (highew variability) for fuel price sensitive projeces.

Lo m

R « 1,15 for on-peak bours T R R

LAXC = Leveliad Avoided Friergy Cost, om'ad’ aiimial sversge basis, as

_ derived from production cost projectioss of PJM billing
rates + 10f. These valuas depend’ on'codtract start year
(vecauss of escslation) and coutract term-(becsuses of

Te' vdui-r.,of Lm uilorod ‘to match capital inuuitrlpotueul fual

cost volatility tradeoffs for each type of QF to facilirate project
2. Tor all préjoeti.-jn&l"cou:ch' terns maximum values of L have been

estsblished.. This is inteanded to concrol the level of early year
excess rate exposure to Atlantie Elactric CUSTOBATS.

©3., Valses of L rauge fron 0 up to t