UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

PJM Interconnection, L.L.C. ) Docket No. ER21-1844-000

ANSWER AND MOTION FOR LEAVE TO ANSWER
OF THE INDEPENDENT MARKET MONITOR FOR PIM
Pursuant to Rules 212 and 213 of the Commission’s Rules and Regulations,’
Monitoring Analytics, LLC, acting in its capacity as the Independent Market Monitor
(“Market Monitor”) for PJM Interconnection, L.L.C. (“PJM”), submits this answer to the

answer submitted on June 8, 2021, by PJM (“June 8" Answer”).2

I. ANSWER

The June 8 Answer (at 3) accepts the use of the CRF formula derived by the Market
Monitor.? The Market Monitor agrees that the formula should be included in tariff for the
reasons stated in the Market Monitor’s Comments.*

The June 8 Answer defends the use of a state average tax rate. The June 8t Answer
argues (at 4) that the use of different sets of CRF values based on different tax rates effective
in each of the 14 PJM jurisdictions would be “cumbersome and administratively

inefficient.” The June 8% Answer does not assert that use of the average state tax rate is

1 18 CFR §§ 385.212 & 385.213 (2020).

2 Capitalized terms used herein and not otherwise defined have the meaning used in the PJM Open
Access Transmission Tariff (“OATT”), the PJM Operating Agreement (“OA”) or the PJM Reliability
Assurance Agreement (“RAA”).

3 PJM states (at 3) that it “is amendable to including the CRF formula into the Tariff.”

4 Comments of the Independent Market Monitor for PJM, Docket No. ER21-1844-000 (May 25, 2021).



correct. The June 8" Answer does not address the question of whether the proposed
approach is correct. The June 8" Answer does not address the fact that use of the CRF
formula makes the use of the correct state tax rates easy and efficient. That is another reason
to use the formula. There is no reason that each project cannot use the correct state
corporate income tax rate with the formula so that the CRF for any particular project can be
calculated clearly and accurately.

No seller pays the average state tax rate. Each seller pays taxes based on the
particular jurisdiction where its facility is located. Including the correct rate and not an
incorrect rate is necessary for accuracy. PJM does not explain why using the incorrect state
tax rates is acceptable or why it meets the Section 205 standard of review.

Properly accounting for each state’s tax rate is manageable. The tariff can state the
formula and list the required inputs.

The June 8™ Answer clarifies that PJM’s position is that the CRF rate, once applied in
year one, should not change for the life of the investment. This approach produces an
incorrect result for the reasons explained in the Market Monitor’s Answer. Briefly stated, if
the tax rates actually applicable to the asset change, the correct CRF changes. The tariff does
not require the use of an incorrect tax rate, but if PJM believes that it does, the tariff
language should be clarified.

The June 8" Answer states (at 6):

This is because Tariff, Attachment DD, section 6.8(a) states: “For
any given Project Investment, a Capacity Market Seller may make
a one-time election to recover such investment using: (i) the
highest CRF and associated recovery schedule to which it is
entitled; or (ii) the next highest CRF and associated recovery
schedule.”

The June 8" Answer misreads the tariff. The Capacity Market Seller elects the
highest CRF and associated recovery schedule. The tariff does not state or imply that the

CRF cannot be changed when the inputs to the CRF change. For example, the affected unit



owners are not entitled to a windfall when the tax rate increases and should not be subject

to a penalty when the tax rate increases.

II. MOTION FOR LEAVE TO ANSWER

The Commission’s Rules of Practice and Procedure, 18 CFR § 385.213(a)(2), do not
permit answers to answers or protests unless otherwise ordered by the decisional authority.
The Commission has made exceptions, however, where an answer clarifies the issues or
assists in creating a complete record.’ In this answer, the Market Monitor provides the
Commission with information useful to the Commission’s decision making process and
which provides a more complete record. Accordingly, the Market Monitor respectfully

requests that this answer be permitted.

ITII. CONCLUSION

The Market Monitor respectfully requests that the Commission afford due

consideration to this answer as the Commission resolves the issues raised in this

proceeding.
Respectfully submitted,
)‘/{—/_g v 4 i3l
Joseph E. Bowring Jeffrey W. Mayes
Independent Market Monitor for PJM
President General Counsel

5 See, e.g., PJM Interconnection, L.L.C., 119 FERC {61,318 at P 36 (2007) (accepted answer to answer
that “provided information that assisted ... decision-making process”); California Independent
System Operator Corporation, 110 FERC q 61,007 (2005) (answer to answer permitted to assist
Commission in decision-making process); New Power Company v. PIM Interconnection, L.L.C., 98
FERC q 61,208 (2002) (answer accepted to provide new factual and legal material to assist the
Commission in decision-making process); N.Y. Independent System Operator, Inc., 121 FERC {61,112
at P 4 (2007) (answer to protest accepted because it provided information that assisted the
Commission in its decision-making process).
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