Mindy L. Herman
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February 28, 2011

VIA HAND DELIVERY

Terry J. Romine, Executive Secretary
‘Maryland Public Service Commission

William Donald Schaefer Tower

6 Saint Paul Street, 16th Floor

Baltimore, MD 21202-6806

Re:  Case No. 9223 — In the Matter of the Application of The Potomac Edison
Company for a Certificate of Public Convenience and Necessity to Construct

the Maryland Segments of a 765-kV Transmission Line and a Substation in
Frederick County, Maryland

Dear Executive Secretary Romine:

Enclosed please find an original and seventeen (17) copies of The Potomac Edison
Company’s (“Applicant™) Notice of Withdrawal, filed in the above-captioned case.

If you have any questions or concerns, please do not hesitate to contact me.
Very truly yours
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Mindy IX. Herman
Counsel to the Applicant
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ce: Service list — Case No. 9223
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BEFORE THE
PUBLIC SERVICE COMMISSION
OF MARYLAND

IN THE MATTER OF THE APPLICATION
OF THE POTOMAC EDISON COMPANY
FOR A CERTIFICATE OF PUBLIC

%
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*
CONVENIENCE AND NECESSITY TO *  Case No. 9223
CONSTRUCT THE MARYLAND *
SEGMENTS OF A 765 KV ELECTRIC *
TRANSMISSION LINE AND A SUBSTATION *
IN FREDERICK COUNTY, MARYLAND ~ *
* * % * * * * E * * * * %
NOTICE OF WITHDRAWAL

The Potomac Edison Company (“Applicant™) submits this filing in the above-captioned
matter to notify the Maryland Public Service Commission (“Commission”) that it is withdrawing
its Application, effective immediately.

In its December 21, 2010 filing with the Commission, the Applicant advised that PJM’s
2011 Load Forecast Report included load projections different from those previously
incorporated in PJM’s RTEP analyses. Because these differences, together with other factbrs,
were expecied to have an appreciable effect on the in-service date for the PATH Project, the
Applicant filed a motion to toll the statutory decision due date and extend the procedural
schedule to allow PJM to conduct a revised analysis in early 2011. This motion was granted by
the Hearing Examiner on February 24, 2011.

PJM has since advised the Applicant that, using the updated load forecast and current
transmission topology, the projected appearance of violations of NERC Reliability Standards that
the PATH Project was designed to resolve has advanced into the future. Consequently, the PJIM
Board of Managers has taken official action to hold the PATH Project in abeyance and has

directed the Applicant to suspend work on the project subject to those activities necessary to




maintain the project in its current state while PIM conducts more rigorous analysis of the
potential need for PATH as part of its continuing RTEP process. PJM’s announcement is
attached.

The Applicant still believes that underlying system weaknesses eventually will require
backbone transmission projects to ensure the future stability of the regional transmission grid.
Under the present circumstances, however, withdrawing the Application is in the public interest,
and the PATH applicants in West Virginia and Virginia also will be taking steps today to
withdraw the pending applications in those jurisdictions. The Applicant will await further
instructions from PJM and will continue to fulfill its respective obligations under the PJM Tariff
and the Consolidated Transmission Owners Agreement.

For the reasons stated above, the Applicant hereby withdraws its Application in the
above-referenced matter.

Respectfully submitted

J. Josepl Curran, 111
Mindy L. Herman
Robin D. Leone
Counsel to the Applicant

CERTIFICATE OF SERVICE

I, Mindy L. Herman, certify that on this 28th day of February, 2011, I mailed and sent
electronic copies of the above Notice of Withdrawal to the service list in Maryland Public

Service Commission Case No. 9223,

Mindy /. Herman Y




Statement of Terry Boston, President and CEQ,
on behalf of the PJM Board of Managers

Planning for Transmission in the 21st Century

February 28, 2011

One of PJM's core functions is planning for new transmission facilities that are needed to ensure the future
reliability of our regional electricity system that serves 54 million people. PJM's independent analysis is an
important component of the process by which FERC and the States exercise their respective authority over
the construction, siting and cost recovery for major new transmission lines in our region,

Through the current Regional Transmission Expansion Plan (RTEP), PJM has identified -- over a 15-year
horizon -- when the forecasted power flows in specific areas of the grid would violate national and local
standards for reliable operation of the bulk electric system. This process necessarily requires estimating the
future demand for electricity, as well as analyzing the committed resources that will serve the demand, in
order to determine when and where future power flows will exceed the thermal and voltage limitations of
existing transmission facilities.

While any estimate of future economic activity and its effect on both demand and supply is inherently
uncertain, PJM generally has found, based on its experience, that the magnitude of uncertainty was limited
and that FERC-approved “bright ling” tests such as are currently used in the RTEP process could
reasonably define the expected date of future reliability violations, thereby allowing PJM to plan for new
transmission facilities.

Recent dramatic swings in economic forecasts and evolving public policies (particularly with respect to
renewable energy) are adding greater uncertainty to our planning studies. Uncertainty about generation
retirements, particularly in response to potential changes in environmental regulations, may also be
diminishing the robustness of the current planning criteria.

Moreover, a set of new and greater uncertainties -- not just with load growth estimates but also other key
indicators relevant to planning assessments -- are complicating the analysis of future reliability needs. In
particular, the growth of Demand Response can contribute to lower expectations for future peak demand,
thereby extending the time period when transmission upgrades are needed.

This Board supports both the enhanced competition within PJM markets that comes with greater Demand
Response participation and greater opportunities for renewable energy — but we recognize these factors
add significant complexity to analyses of the system’s future needs.

Although the current planning studies have become volatile due to significant changes in economic
forecasts, this Board remains committed to sharing with PJM stakeholders the latest results of PUM's
completed analysis. We report whatever the forecasts are and we respond impartially.
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The Potomac Appalachian Transmission Highline (PATH})

Based on analysis conducted in 2007, the PJM Board approved a 765 KV line between the existing Amos
substation in West Virginia and the proposed Kemptown substation in Maryland. Subsequent analysis
extended the “required in-service date” by which the line was needed to resolve reliability violations to
2015.

As part of its 2011 RTEP, and in response to a request by a Virginia Hearing Examiner, PJM is conducting
a series of analyses using the most current economic forecasts and Demand Response commitments, as
well as potential new generation resources. Preliminary analysis reveals the expected reliability violations
that necessitated PATH have moved several years into the future.

Based on these latest results, the Board has decided to hold the PATH project in abeyance in its 2011
RTEP. The Board further directs the sponsoring Transmission Owners to suspend current development
efforts on the PATH project, subject to those activities necessary to maintain the project in its current state,
while PJM conducts more rigorous analysis of the potential need for PATH as part of its continuing RTEP
process. This action, however, does not, at this time, constitute a directive by PJM to the sponsoring
Transmission Owners to cancel or abandon the PATH project.

PJM will complete this more rigorous analysis of the PATH project and other transmission requirements
and then report the results to stakeholders when it is available. The Board will review this comprehensive
analysis as part of its consideraticn of the 2011 Regional Transmissiont Expansion Plan.

Managing Uncertainties in Transmission Planning

Through the Regional Planning Process Task Force and other forums, PJM stakeholiders are evaluating the
current planning criteria and considering better ways to manage all factors utilized in the exercise of
transmission planning.

The PJM Board strongly supports this effort. We consider this collaboration to be one of PUM's most
important stakeholder initiatives. While we do not presuppose any specific outcome at this time, we ask
PJM members to bring forth recommendations by this fall so that PJM might make appropriate filings and
then enact improvements in the planning process at the beginning of 2012.

This region’s electricity system faces more challenges in the next 10 years than any other period over the
last 100 years. Transmission planners are on the leading edge — identifying future needs amidst growing
uncertainties such as a changing fuel mix, increased storage possibilities, greater demand participation, as
well as fluctuating forecasts for economic recovery.

We urge stakeholders to find innovative ways to manage these complexities well so that this region keeps
-- for the long-term future - the reliable electric service that drives our economy.
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