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- I. COMMON SERVICE PROVISIONS
1 Definitions

1.0A Affected System: An electric system other than the Transmission Provider’s
Transmission System that may be affected by a proposed interconnection.

1.0B Affected System Operator: An entity that operates an Affected System or, if the
Affected System is under the operational control of an independent system
operator or a regional transmission organization, such independent entity.

1.1 Ancillary Services: Those services that are necessary to support the transmission
of capacity and energy from resources to loads while maintaining reliable
operation of the Transmission Provider’s Transmission System in accordance
with Good Utility Practice.

1.2  Annual Transmission Costs: The total annual cost of the Transmission System
for purposes of Network Integration Transmission Service shall be the amount
specified in Attachment H for each Zone until amended by the applicable
Transmission Owner or modified by the Commission.

1.2A Applicable Regional Reliability Council: The reliability council for the region
in which a Network Customer, Transmission Customer, Interconnection
Customer, or Transmission Owner operates.

1.3  Application: A request by an Eligible Customer for transmission service
- pursuant to the provisions of the Tanff.

1.3A Attachment Facilities: The facilities necessary to physically connect a Customer
Facility to the Transmission System or interconnected distribution facilities.

1.3B Behind The Meter Generation: Behind The Meter Generation refers to one or
more generation units that are located with load at a single electrical location such
that no transmission or distribution facilities owned or operated by any
Transmission Owner or electric distributor are used to deliver energy from the
generating units to the load; provided, however, that Behind The Meter
Generation does not include (i) at any time, any portion of such generating
unit(s]’ capacity that is designated as a Generation Capacity Resource; or (ii) in
an hour, any portion of the output of the generating unit[s] that is sold to another
entity for consumption at another electrical location or into the PJM Interchange
Energy Market.
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- 1.3BB Black Start Service: Black Start Service is the capability of generating units to
start without an outside electrical supply or the demonstrated ability of a
generating unit with a high operating factor (subject to Transmission Provider
concurrence) to automatically remain operating at reduced levels when
disconnected from the grid.

1.3C Capacity Interconnection Rights: The rights to input generation as a
Generation Capacity Resource into the Transmission System at the Point of
Interconnection where the generating facilities connect to the Transmission
System.

1.3D Capacity Resource: Shall have the meaning provided in the Reliability
Assurance Agreement or the Reliability Assurance Agreement-South.

L3E Capacity Transmission Injection Rights: The rights to schedule energy and
capacity deliveries at a Point of Interconnection (as defined in Section 50.44) of a
Merchant Transmission Facility with the Transmission System. Capacity
Transmission Injection Rights may be awarded only to a Merchant D.C.
Transmission Facility that connects the Transmission System to another control
area. Deliveries scheduled using Capacity Transmission Injection Rights have
rights similar to those under Firm Point-to-Point Transmission Service or, if
coupled with a generating unit external to the PJM
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- 36.1.1 Interconnection Services: Generation Interconnection Customers may
request either of two forms of Interconnection Service, i.e.,
interconnection as a Capacity Resource or as an Energy Resource. Energy
Resource status allows the generator to participate in the PJM Interchange
Energy Market pursuant to the PJM Operating Agreement. Capacity
Resource status allows the generator to participate in the PJM Interchange
Energy Market to be utilized by load-serving entities in the PJM Region to
meet capacity obligations imposed under the Reliability Assurance
Agreement and/or to be designated as a Network Resource under Part III.
Capacity Resources also may participate in Reliability Pricing Model
Auctions and in Ancillary Services markets pursuant to the PJM Tariff or
the Operating Agreement. Capacity Resource status is based on providing
sufficient transmission capability to ensure deliverability of generator
output to the aggregate PJIM Network Load and to satisfy various
contingency criteria established by the Applicable Regional Reliability
Council in which the generator is located. Specific tests performed during
the Generation Interconnection Feasibility Study and later System Impact
Study will identify those upgrades required to satisfy the contingency
criteria applicable at the generator’s location.

36.1.2 No Applicability to Transmission Service: Nothing in this Part IV shall
constitute a request for transmission service, or confer upon a Generation
Interconnection Customer any right to receive transmission service, under
Part Il or Part 111

- 36.1.3 Acknowledgement of Generation Interconnection Request: The
Transmission Provider shall acknowledge receipt of the Generation
Interconnection Request (electronically when available to all parties,
otherwise written) within five (5) business days after receipt of the request
and shall attach a copy of the received Generation Interconnection Request
to the acknowledgement.

36.1.4 Deficiencies in Interconnection Request: A Generation Interconnection
Request will not be considered a valid request until all information
required under Section 36.1 has been received by the Transmission
Provider. If a Generation Interconnection Request fails to meet the
requirements set forth in Section 36.1, the Transmission Provider shal! so
notify the Generation Interconnection Customer (electronically when
available 1o all parties, otherwise wntten) within five (5) business days of
receipt of the initial Generation I[nterconnection Request. Such notice
shall explain that the Generation Interconnection Request does not
constitute a valid request and the reasons for such failure to meet the
applicable requirements. Generation Interconnection Customer shall
provide the additional information that Transmission Provider’s notice
identifies as needed to constitute a valid request within ten {10) business
days after receipt of such notice. Upon timely correction of the
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S Subpart D - INTERCONNECTION RIGHTS

45 Capacity Interconnection Rights

45.1 Purpose: Capacity Interconnection Rights shall entitle the holder to deliver the
output of a Capacity Resource at the bus where the Capacity Resource
interconnects to the Transmission System. The Transmission Provider shall plan
the enhancement and expansion of the Transmission System in accordance with
Schedule 6 of the Operating Agrecment such that the holder of Capacity
Interconnection Rights can integrate its Capacity Resources in a manner
comparable to that in which each Transmission Owner integrates its Capacity
Resources to serve its Native Load customers.

45.2 Receipt of Capacity Interconnection Rights: Generation accredited under the
Reliability Assurance Agreement as a Capacity Resource prior to the original
effective date of this Part IV shall have Capacity Interconnection Rights
commensurate with the size in megawatts of the accredited generation. When a
Generation Interconnection Customer's generation is accredited as a Capacity
Resource, the Generation Interconnection Customer also shall receive Capacity
Interconnection Rights commensurate with the size in megawatts of the
generation accredited as a Capacity Resource. Pursuant to applicable terms of
Schedule 10 of the Reliability Assurance Agreement, Reliability Assurance

w Agreement-South or of the Reliability Assurance Agreement-West, a
Transmission Interconnection Customer may combine Incremental Deliverability
Rights associated with Merchant Transmission Facilities with generation capacity
that is not otherwise accredited as a Capacity Resource for the purposes of
obtaining accreditation of such generation as a Capacity Resource and associated
Capacity Interconnection Rights.

45.3 Loss of Capacity Interconnection Rights:

45.3.1 Operational Standards: To retain Capacity Interconnection Rights, the
generating resource associated with the rights must operate or be capable
of operating at the capacity level associated with the rights. Operational
capability shall be established consistent with Schedule 9 of the Reliability
Assurance Agreement, the Reliability Assurance Agreement-South or the
Reliability Assurance Agreement-West and the PJM Manuals. Generating
resources that meet these operational standards shall retain their Capacity
Interconnection Rights regardless of whether they are available as a
Capacity Resource or are making sales outside the PJM Region.
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110 Permanent Capacity Resource Additions Of 20 MW Or Less

This section describes procedures related to the submission and processing of Generation
Interconnection Requests related to new generation resources of 20 MW or less or the increase in
capability, by 20 MW or less, of an existing generation resource, for which Capacity
Interconnection Rights are to be granted. Such resources may participate in the PJM energy and
capacity markets and may, therefore, be used by load serving entities to meet capacity
obligations imposed under the PJM Reliability Assurance Agreement or the Reliability
Assurance Agreement-South. These procedures apply to generation resources which, when
connected to the system, are expected to remain connected to the system for the normal life span
of such a generation resource. These procedures do not apply to resources that are specifically
being connected to the system temporarily, with the expectation that they will later be removed.

110.1 Application

The Interconnection Customer desiring the interconnection of a new Generation
Capacity Resource of 20 MW or less or the increase in capacity, by 20 MW or
less, of an existing Generation Capacity Resource, must submit a completed
Attachment N - Form of Generation Interconnection Feasibility Study
Agreement. Attachment N of the PJM Tariff may be found on the PJM web site at
www.pjm.com/geninter/geninter.html and must be submitted to Transmission
Provider.

All requirements related to the submission, for a larger resource, of an Attachment

- N application must be satisfied for a capacity addition of 20 MW or less, except
that the non-refundable $10,000 deposit requirement is waived. In submitting the
Attachment N application, the Interconnection Customer may strike out and initial
all references to the non-refundable $10,000 deposit. While the deposit
requirement is waived, the Interconnection Customer is responsible for all costs
associated with the processing of the request and the performance of the
Feasibility Study related to the request and will be billed for such costs following
the completion of the Feasibility Study.

Documentation of site control must be submitted, for small resource additions,
with the completed Attachment N. Site control may be demonstrated through an
exclusive option to purchase the property on which the generation project is to be
developed, a property deed, or a range of tax or corporate documents that identify
property ownership. Site control must either be in the name of the party
submitting the generation interconnection request or documentation must be
provided establishing the business relationship between the project developer and
the party having site control.

All information required in the completed Attachment N related to the generating
project site, point of interconnection, and generating unit size and configuration
must be provided.
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Once it has been established that the requirements related to the submission of the
Attachment N application have been met, the Generation Interconnection Request
will be entered into the then current Interconnection Queue for analysis. The
generation addition project will be identified in the Interconnection Queue on the
PJM web site by the size of the capacity addition and by its proposed Point of
Interconnection on the PJM system.

110.2 Feasibility Study

Feasibility Study analyses can generally be expedited by examining a limited
contingency set that focuses on the impact of the small capacity addition on
contingency limits in the vicinity of the Generation Capacity Resource. Linear
analysis tools are used to evaluate the impact of a small capacity addition with
respect to compliance with Applicable Regional Reliability Council contingency
criteria. Generally, small capacity additions will have very limited and isolated
impacts on system facilities. If criteria violations are observed, further AC testing
is required.

Short circuit calculations are performed for small resource additions to ensure that
circuit breaker capabilities are not exceeded.

Once the Feasibility Study is completed, a Feasibility Study report will be

- prepared and transmitted to the Interconnection Customer along with a System
Impact Study Agreement. In order to remain in the Interconnection Queue, the
Interconnection Customer must return the executed System Impact Study
Agreement within 30 days, along with documents demonstrating that an initial air
permit application has been filed, if required. The requirement for a $50,000
deposit associated with the System Impact Study Agreement is waived. In
submitting the System Impact Study Agreement, the Interconnection Customer
may strike out and initial all references to the $50,000 deposit. While the deposit
requirement is waived, the Interconnection Customer is responsible for all costs
associated with the performance of the System Impact Study related to the request
and will be billed for such costs following the completion of the System Impact
Study. In some cases, where no network impacts are identified and there are no
other projects in the vicinity of the small resource addition, the System Impact
Study may not be required and the project will proceed directly to the Facilities
Study.
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bt 110.3 System Impact Study

As with the Feasibility Study, expedited analysis procedures will be utilized,
where appropriate, in the course of the System Impact Study.

Load deliverability will only be evaluated for sub-areas where margins are known
to be limited. In most cases, the addition of small Generation Capacity Resources
will improve local deliverability margins. However, if sub-area margins are
known to be limited, the impact of the new resource will be evaluated based on its
impact on the contingencies limiting emergency imports to the sub-area.

Generation deliverability is tested using linear analysis tools. In most cases, small
capacity additions will have no impact on generator deliverability in an area. If
violations are observed, more detailed testing using AC tools is required.

Stability analysis is generally not performed for small capacity additions. If the
capacity of an existing generating resource is increased by 20 MW or less,
stability will be evaluated for critical contingencies only if existing stability
margins are small. New Generation Capacity Resources of 20 MW or less will
only be evaluated if they are connected at a location where stability margins
associated with existing resources are small.

w Short circuit calculations are performed during the System Impact Study for small
resource additions, taking into consideration all elements of the regional plan, to
ensure that circuit breaker capabilities are not exceeded.

Once the System Impact Study is completed, a System Impact Study report will
be prepared and transmitted to the Interconnection Customer along with a
Facilities Study Agreement. In order to remain in the Interconnection Queue, the
Interconnection Customer must return the executed Facilities Study Agreement
within 30 days, along with a deposit in the amount of the estimated cost of the
Facilities Study. If no transmission system facilities are required, the Facilities
Study may not be required and the project will proceed directly to the execution
of an Interconnection Service Agreement.
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- 110.4 Facilities Study

As with larger generation projects, transmission facilities design for any required
Attachment Facilities, Local Upgrades and/or Network Upgrades will be
performed through the execution of a Facilities Study Agreement between the
Interconnection Customer and Transmission Provider. Transmission Provider
may contract with consultants, including the transmission owners, or contractors
acting on their behalf, to perform the bulk of the activities required under the
Facilities Study Agreement. In some cases, the Interconnection Customer and
Transmission Provider may reach agreement allowing the Interconnection
Customer to separately arrange for the design of some of the required
transmission facilities. In such cases, facilities design will be reviewed, under the
Facilities Study Agreement, by the transmission owner.

Facilities design for small capacity additions will be expedited to the extent
possible. In most cases, few or no Network Upgrades will be required for small
capacity additions. Attachment Facilities, for some small capacity additions, may,
in part. be elements of a “turn key” installation. In such instances, the design of
“turn key” attachments will be reviewed by the transmission owners or their
contractors.

110.5 Interconpection Service Agreement

As with larger generation projects, an Interconnection Service Agreement must be
- executed and filed with the FERC. The Interconnection Service Agreement
identifies the obligations, on the part of the Interconnection Customer, to pay for
transmission facilities required to facilitate the interconnection and the Capacity
Interconnection Rights which are awarded to the Generation Capacity Resource.

In general, the execution of an Interconnection Service Agreement is no different
for capacity additions of 20 MW or less than for larger Generation Capacity
Resources. However, in instances where an increase of 20 MW or less to an
existing Generation Capacity Resource can be put in service immediately, a
modified Interconnection Service Agreement may be executed. If such an
increase is expedited through the System Impact Study phase, ahead of larger
projects already in the Interconnection Queue, an Interconnection Service
Agreement will be executed granting interim Capacity Interconnection Rights.
These interim rights will allow the capacity increase to be implemented and the
resource to participate in the capacity market until studies have been completed
for earlier queued resources and all related obligations have been defined. At
such time, the interim rights awarded the smaller capacity addition will become
dependent on the construction of any required transmission facilities and the
satisfaction of any financial obligations for those facilities. If, once those
obligations are defined, the smaller capacity addition desires to retain the interim
Capacity Interconnection Rights, a new Interconnection Service Agreement will
be executed.
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b If a new Generation Capacity Resource of 20 MW or less can be quickly
connected to the system, interim Capacity Interconnection Rights can be awarded,
as above, through the execution of a modified Interconnection Service
Agreement.

110.6 Other Requirements

Requirements and application procedures related to PJM membership are
specified in the PJM Manuals. Additionally, the PJM Manuals detail a range of
operational requirements for generation owners related to, among other things, the
need for control center facilities and modeling in the PJM Energy Management
System and unit commitment tools.

111  Permanent Energy Resource Additions Of 20 MW Or Less

This section describes procedures related to the submission and processing of requests
related to the interconnection of new generation resources of 20 MW or less or the increase in
capability, by 20 MW or less, of an existing generation resource, for which Capacity
Interconnection Rights will not be granted. Such resources may participate in the PJM energy
markets, but not in the PJM capacity markets. They may, therefore, not be used by load serving
entities to meet capacity obligations imposed under the PJM Reliability Assurance Agreement or
the Reliability Assurance Agreement-South. These procedures apply to generation resources
which, when connected to the system, are expected to remain connected to the system for the
normal life span of such a generation resource. These procedures do not apply to resources that
are specifically being connected to the system temporarily, with the expectation that they will

- later be removed.

111.1 Application

The Interconnection Customer desiring the interconnection of a new Energy
Resource of 20 MW or less or the increase in capability, by 20 MW or less, of an
existing resource, must submit a completed Attachment N — Form of Generation
Interconnection Feasibility Study Agreement. Attachment N of the PJM Tariff
may be found on the PJM web site at www.pjm.com/geninter/geninter.html and
must be submitted to Transmission Provider.

111.2 Feasibility Study

Feasibility Study analyses can generally be expedited by examining a limited
contingency set that focuses on the impact of the small Energy Resource addition
on contingency limits in the vicinity of the resource. Linear analysis tools are
used 10 evaluate the impact of a small Energy Resource addition with respect to
compliance with Applicable Regional Reliability Council contingency criteria.
Generally, small resource additions will have very limited and isolated impacts on
system facilities. If criteria violations are observed, further AC testing is required.

Short circuit calculations are performed for small resource additions to ensure that
circuit breaker capabilities are not exceeded.

Issued By:  Craig Glazer Effective: June 1, 2006
Vice President, Federal Government Policy
Issued On: August 31, 2005



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PJM Interconnection, L.L.C. Third Revised Sheet No. 220
FERC Electric Tariff Superseding Second Revised Sheet No. 220
Sixth Revised Volume No. 1

- Once the Feasibility Study is completed, a Feasibility Study report will be
prepared and transmitted to the Interconnection Customer along with a System
Impact Study Agreement. In order to remain in the Interconnection Queue, the
Interconnection Customer must return the executed System Impact Study
Agreement within 30 days, along with documents demonstrating that an initial air
permit application has been filed, if required. The requirement for a $50,000
deposit associated with the System Impact Study Agreement is waived. In
submitting the System Impact Study Agreement, the Interconnection Customer
may strike out and initial all references to the $50,000 deposit. While the deposit
requirement is waived, the Interconnection Customer is responsible for all costs
associated with the performance of the System Impact Study related to the request
and will be billed for such costs following the completion of the System Impact
Study. In some cases, where no network impacts are identified and there are no
other projects in the vicinity of the small resource addition, the System Impact
Study may not be required and the project will proceed directly to the Facilities
Study.

111.3 System Impact Study

As with the Feasibility Study, expedited analysis procedures will be utilized,
where appropriate, in the course of the System Impact Study.

Load deliverability and generation deliverability tests are not performed for
Energy Resources.

Stability analysis is generally not performed for small capacity additions. If the

-w capacity of an existing generating resource is increased by 20 MW or less,
stability will be evaluated for critical contingencies only if existing stability
margins are small. New Generation Capacity Resources of 20 MW or less will
only be evaluated if they are connected at a location where stability margins
associated with existing resources are small.

Short circuit calculations are performed during the System Impact Study for small
resource additions, taking into consideration all elements of the regional plan, to
ensure that circuit breaker capabilities are not exceeded.

Once the System Impact Study is completed, a System Impact Study report will
be prepared and transmitted to the Interconnection Customer along with a
Facilities Study Agreement. In order to remain in the interconnection queue, the
Interconnection Customer must return the executed Facilities Study Agreement
within 30 days, along with a deposit in the amount of the estimated cost of the
Facilities Study. If no transmission system facilities are required, the Facilities
Study may not be required and the project will proceed directly to the execution
of an [nterconnection Service Agreement.
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et Total Generation Owner Monthly Revenue Requirement is the sum of the Zonal
Generation Owner Monthly Revenue Requirements for all Zones in the PJM
Region.
Allocation Factor is the monthly transmission use of each Network Customer or
Transmission Customer per Zone or Non-Zone, as applicable, on a megawatt
basis divided by the total transmission use in the Zone or in the PJM Region, as
applicable, on a megawatt basis.
For Network Customers, monthly transmission use on a megawatt basis is
the sum of a Network Customer’s daily values of DCPZ or DCPNZ (as
those terms are defined in Section 34.1) as applicable, for all days of the
month.
For Transmission Customers, monthly transmission use on a megawatt
basis is the sum of the Transmission Customer’s hourly amounts of
Reserved Capacity in the month (not curtailed by PJM) divided by 24.
Adjustment Factor is determined as the sum of the total monthly transmission use
in the PJM Region, exclusive of such use by Transmission Customers serving
Non-Zone Load, divided by the total monthly transmission use in the PJM Region
on a megawatt basis.
-
In the event that a single customer is serving load in more than one Zone, or serving Non-
Zone Load as well as load in one or more Zones, or is both a Network Customer and a
Transmission Customer, the Monthly Charge for such a customer shall be the sum of the
Monthly Charges determined by applying the appropriate formulae set forth in this Schedule 2
for each category of service.
Payment to Generation Owners
Each month, the Transmission Provider shall pay each generation owner an amount equal
to the generation owner’s monthly revenue requirement as accepted or approved by the
Commission. In the event a generation owner sells a Generation Capacity Resource(s) which is
included in its current effective monthly revenue requirement accepted or approved by the
Commission, payments in that generation owner’s Zone may be allocated as agreed to by the
owners of Generation Capacity Resources in that Zone. Such owners shall inform Transmission
Provider of any such agreement. In the absence of agreement among such owners, the
Commission, upon application, shall establish the allocation.
-
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SCHEDULE 9-5
Capacity Resource and Obligation Management Service

a) Capacity Resource and Obligation Management Service comprises the activities
of PJM associated with (i) assuring that customers have arranged for sufficient generating
capacity to meet their unforced capacity obligations under the Reliability Assurance Agreement
(“RAA™); (ii) processing Network Integration Transmission Service; (iii) administering the
Reliability Pricing Model auctions for the PJM Region; and (iv) administering or providing
technical support for the RAA (as delegated to PJM under the RAA), including, but not limited
to, long-term load forecasting. studies to establish reserve requirements, and the determination of
each Load-Serving Entity’s capacity obligations. PJM’s eCapacity Internet-based tool enables
many of these functions. PJM provides this service to Load-Serving Entities and to owners of
Capacity Resources, as such terms are defined in the RAA.

b) PJM will charge each Load-Serving Entity in the PJM Region each month a
charge equal to the Capacity Resource and Obligation Management Service Rate stated below
times the summation for each day of such month of the Unforced Capacity Obligation of such
user, as determined for each such day pursuant to Schedule 7 of the RAA .

c) In addition to any charge under paragraph (b), PJM will charge each month, each

entity that self-scheduled, or sold and cleared, in a Reliability Pricing Model Auction, a Capacity

- Resource committed to serve load for such month, a charge equal to the Capacity Resource and

Obligation Management Service Rate stated below times such entity’s total share, in MWs, of

the Unforced Capacity of all Capacity Resources cleared or self-scheduled by such entity, for
commitment to serve load during such month.
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B. Transmission Congestion Credits.
1. General.

Financial Transmission Rights may be acquired by purchase in the Financial Transmission
Rights auctions or in the secondary market provided for in Section 7 of the Appendix to this
Attachment K. The Office of the Interconnection will post information on the OASIS regarding
FTR auction results, FTR transfers, including which FTRs have been transferred, the amount of
the transfer (MW), the duration of the transfer and the identity of the buyer and seller.

For a new PJM zone, each Transmission Customer purchasing Firm Point-to-Point Service, each
Network Customer, with respect to its reservation of firm transmission service for deliveries
from Network Resources 1o Network Load, and each Transmission Owner with respect to its
reservation of firm transmission service for the delivery of energy from Generation Capacity
Resources to Native Load Customers (any of the foregoing being referred to as a “Firm
Transmission User”), shall receive Financial Transmission Rights (“FTRs”) corresponding to
points of receipt and delivery designated for their firm uses of the Transmission System. Such
FTRs shall remain in effect until the first annual allocation of Auction Revenue Rights to occur
after the integration of such new PJM zone into the PJM Interchange Energy Market.

Each holder of an FTR shall receive the total Transmission Congestion Credits determined in
accordance with section B(2) of this Attachment.

2. Determination of Credit.

(a) Overview. For each hour with respect to which the Transmission Provider receives
payments of Transmission Congestion Charges, determined in accordance with section A of this
Attachment, Transmission Congestion Credits shall be allocated to the holders of Financial
Transmission Rights. As explained in subsection (b), the Financial Transmission Rights are
associated with the points on the Transmission System between which the Firm Transmission
User to whom the FTR was originally issued has arranged for the firm transmission of electric
energy, whether on a network or point-to-point basis. Holders of FTRs receive credits
attributable to the difference, if any, between Locational Marginal Prices at the Point or Points of
Receipt and the Point or Points of Delivery associated with the Financial Transmission Rights.
As explained in subsections (b) and (c), each FTR holder shares in Transmission Congestion
Credits to the extent it holds Financial Transmission Rights between the Point or Points of
Receipt and the Point or Points of Delivery at which congestion is experienced in a particular
hour. Distribution of credits in this manner ensures that each FTR holder will not incur energy
costs that are greater than the costs of energy from the generation resources associated with the
FTR holder’s Financial Transmission Rights. Target allocations of Transmission Congestion
Credits to holders of Financial Transmission Rights are calculated in accordance with subsection
(c) and Transmission Congestion Credits are distributed in accordance with that allocation, as
described in subsection (d).
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- 1.3.10 Internal Market Buyer.

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy
from the PJM Interchange Energy Market for ultimate consumption by end-users
inside the PJM Region that are served by Network Transmission Service.

1.3.11 Inadvertent Interchange.

“Inadvertent Interchange” shall mean the difference between net actual energy
flow and net scheduled energy flow into or out of the individual Control Areas
operated by PJM, as determined and allocated each hour by the Office of the
Interconnection in accordance with the procedures set forth in the PJM Manuals
to each Electric Distributor that reports to the Office of the Interconnection its
hourly net energy flows from metered tie lines.

1.3.12 Market Operations Center.

“Market Operations Center” shall mean the equipment, facilities and personnel
used by or on behalf of a Market Participant to communicate and coordinate with
the Office of the Interconnection in connection with transactions in the PJM
Interchange Energy Market or the operation of the PJM Region.

1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the
Office of the Interconnection in which the Office of the Interconnection
anticipates requesting one or more Generation Capacity Resources to operate at
its maximum net or gross electrical power output, subject to the equipment stress
limits for such Generation Capacity Resources, in order to manage, alleviate, or
end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the
Office of the Interconnection in which the Office of the Interconnection
anticipates requesting one or more generating resources to operate at or below
Normal Minimum Generation, in order to manage, alleviate, or end the
Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism
that is in effect and being used to calculate the distribution of energy, over
specific transmission interfaces, from energy transactions.
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- 1.4  Market Buyers.
1.4.1 Qualification.

(a) To become a Market Buyer, an entity shall submit an application to the
Office of the Interconnection, in such form as shall be established by the Office of
the Interconnection.

(b)  An applicant that is a Load Serving Entity or that will purchase on behalf
of or for ultimate delivery to a Load Serving Entity shall establish to the
satisfaction of the Office of the Interconnection that the end-users that will be
served through energy and related services purchased in the PJM Interchange
Energy Market, are located electrically within the PJM Region, or will be brought
within the PJM Region prior to any purchases from the PJM Interchange Energy
Market. Such applicant shall further demonstrate that:

i) The Load Serving Entity for the end users is obligated to meet the
requirements of the Reliability Assurance Agreement, and

i) The Load Serving Entity for the end users has arrangements in place
for Network Transmission Service or Point-To-Point Transmission
Service for all PJM Interchange Energy Market purchases.

(c)  An applicant that is not a Load Serving Entity or purchasing on behalf of
or for ultimate delivery to a Load Serving Entity shall demonstrate that:

- i} The applicant has obtained or will obtain Network Transmission
Service or Point-To-Point Transmission Service for all PJM Interchange
Energy Market purchases; and

i1) The applicant’s PJM Interchange Energy Market purchases will
ultimately be delivered to a load in another Control Area that is recognized
by NERC and that complies with NERC’s standards for operating and
planning reliable bulk electric systems.

(d)  An applicant shall not be required to obtain transmission service for
purchases from the PJM Interchange Energy Market to cover quantity deviations
from its sales in the Day-ahead Energy Market.

(¢) All applicants shall demonstrate that:

i) The applicant is capable of complying with all applicable metering,
data storage and transmission, and other reliability, operation, planning
and accounting standards and requirements for the operation of the PJIM
Region and the PJM Interchange Energy Market;
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- determination. The Office of the Interconnection shall respond promptly to any
reasonable and timely request by a Member for additional information regarding
the basis for the Office of the Interconnection’s determination, and shall take such
action as it shall deem appropriate in response to any request for reconsideration
or other action submitted to the Office of the Interconnection not later than 30
days from the initial notification to the Members Committee.

1.4.5 Existing Participants.

Any entity that was qualified to participate as a Market Buyer in the PJM
Interchange Energy Market under the Operating Agreement of PJM
Interconnection L.L.C. in effect immediately prior to the Effective Date shall
continue to be qualified to participate as a Market Buyer in the PJM Interchange
Energy Market under this Agreement.

1.4.6 Withdrawal.

(a) An Internal Market Buyer that is a Load Serving Entity may withdraw
from this Agreement by giving written notice to the Office of the Interconnection
specifying an effective date of withdrawal not earlier than the effective date of (i)
its withdrawal from the Reliability Assurance Agreement, or (ii) the assumption
of its obligations under the Reliability Assurance Agreement by an agent that is a
Market Buyer.

(b)  An External Market Buyer or an Internal Market Buyer that is not a Load
Serving Entity may withdraw from this Agreement by giving written notice to the
Office of the Interconnection specifying an effective date of withdrawal at least
one day after the date of the notice.

(c) Withdrawal from this Agreement shall not relieve a Market Buyer of any
obligation to pay for electric energy or related services purchased from the PJM
Interchange Energy Market prior to such withdrawal, to pay its share of any fees
and charges incurred or assessed by the Office of the Interconnection prior to the
date of such withdrawal, or to fulfill any obligation to provide indemnification for
the consequences of acts, omissions or events occurring prior to such withdrawal;
and provided, further, that withdrawal from this Agreement shall not relieve any
Market Buyer of any obligations it may have under, or constitute withdrawal
from, any other Related PJM Agreement.

(d) A Market Buyer that has withdrawn from this Agreement may reapply to
become a Market Buyer in accordance with the provisions of this Section 1.4,
provided it is not in default of any obligation incurred under this Agreement.
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- 1) Administer the PJM Interchange Energy Market as part of
the PIM Region, including scheduling and dispatching of
generation resources, accounting for transactions, rendering bills to
the Market Participants, receiving payments from and disbursing
payments to the Market Participants, maintaining appropriate
records, and monitoring the compliance of Market Participants
with the provisions of this Agreement, all in accordance with
applicable provisions of the Office of the Interconnection
Agreement, and the Schedules to this Agreement;

ii) Review and evaluate the qualification of entities to be
Market Buyers or Market Sellers under applicable provisions of
this Agreement;

i)  Coordinate, in accordance with applicable provisions of
this Agreement, the Reliability Assurance Agreement, the West
Transmission Owners Agreement, the South Transmission Owner
Agreement and the East Transmission Owners Agreement,
maintenance schedules for generation and transmission resources
operated as part of the PJM Region;

iv)  Provide or coordinate the provision of ancillary services
necessary for the operation of the PJM Region or the PIM
Interchange Energy Market;

V) Determine and declare that an Emergency is expected to
exist, exists, or has ceased to exist, in all or any part of the PJM
Region, or in another directly or indirectly interconnected Control
Area and serve as a primary point of contact for interested state or
federal agencies;

vi)  Enter into (a) agreements for the transfer of energy in
conditions constituting an Emergency in the PJM Region or in an
interconnected Control Area, and the mutual provision of other
support in such Emergency conditions with other interconnected
Control Areas, and (b) purchases of Emergency energy offered by
Members from generation resources that are not Capacity
Resources in conditions constituting an Emergency in the PJM
Region;
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- 1.7.10 Other Transactions.

(a) Market Participants may enter into bilateral contracts for the
purchase or sale of electric energy to or from each other or any other entity,
subject to the obligations of Market Participants to make Generation Capacity
Resources available for dispatch by the Office of the Interconnection. Bilateral
arrangements that contemplate the physical transfer of energy to or from a Market
Participant shall be reported to and coordinated with the Office of the
Interconnection in accordance with this Schedule.

(b)  Market Participants shall have Spot Market Backup with respect to
all bilateral transactions that are not dynamically scheduled pursuant to Section
1.12 and that are curtailed or interrupted for any reason (except for curtailments or
interruptions through active load management for load located within the PJM
Region).

(c) To the extent the Office of the Interconnection dispatches a
Generating Market Buyer’s generation resources, such Generating Market Buyer
may eclect to net the output of such resources against its hourly Equivalent Load.
Such a Generating Market Buyer shall be deemed a buyer from the PIM
Interchange Energy Market to the extent of its PJM Interchange Imports, and shall
be deemed a seller to the PJM Interchange Energy Market to the extent of its PJIM
Interchange Exports.

(d) A Market Seller may self-supply Station Power for its generation
facility in accordance with the following provisions:

(i) A Market Seller may self-supply Station Power for its
generation facility during any month (1) when the net output of
such facility is positive, or (2) when the net output of such facility
is negative and the Market Seller during the same month has
available at other of its generation facilities positive net output in
an amount at least sufficient to offset fully such negative net
output. For purposes of this subsection (d), “net output” of a
generation facility during any month means the facility’s gross
energy output, less the Station Power requirements of such facility,
during that month. The determination of a generation facility’s or
a Market Seller’s monthly net output under this subsection (d) will
apply only to determine whether the Market Seller self-supplied
Station Power during the month and will not affect the price of
energy sold or consumed by the Market Seller at any bus during
any hour during the month. For each hour when a Market Seller
has positive net output and delivers energy into the Transmission
System, it will be paid the locational marginal price (“LMP”) at its
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- d) A unit capable of automatic energy dispatch that also is providing
Spinning Reserve shall have its energy dispatch range reduced by the amount of
the Spinning Reserve provided. The amount of Spinning Reserve provided by a
unit shall serve to redefine the Normal Maximum Generation energy limit of that
unit in that the amount of Spinning Reserve provided shall be subtracted from its
Normal Maximum Generation energy limit.

1.7.20 Communication and Operating Requirements.

(a) Market Participants. Each Market Participant shall have, or shall
arrange to have, its transactions in the PJM Interchange Energy Market subject to
control by a Market Operations Center, with staffing and communications
systems capable of real-time communication with the Office of the
Interconnection during normal and Emergency conditions and of control of the
Market Participant’s relevant load or facilities sufficient to meet the requirements
of the Market Participant’s transactions with the PJM Interchange Energy Market,
including but not limited to the following requirements as applicable.

(b)  Market Sellers selling from resources within the PJM Region shall:
report to the Office of the Interconnection sources of energy available for
operation; supply to the Office of the Interconnection all applicable Offer Data;
report to the Office of the Interconnection units that are self-scheduled; report to
the Office of the Interconnection bilateral sales transactions to buyers not within

- the PJM Region; confirm to the Office of the Interconnection bilateral sales to
Market Buyers within the PJM Region; respond to the Office of the
Interconnection’s directives to start, shutdown or change output levels of
generation units, or change scheduled voltages or reactive output levels;
continuously maintain all Offer Data concurrent with on-line operating
information; and ensure that, where so equipped, generating equipment is
operated with control equipment functioning as specified in the PJM Manuals.

(c) Market Sellers selling from resources outside the PJM Region
shall: provide to the Office of the Interconnection all applicable Offer Data,
including offers specifying amounts of energy available, hours of availability and
prices of energy and other services; respond to Office of the Interconnection
directives to schedule delivery or change delivery schedules; and communicate
delivery schedules to the Market Seller’s Control Area.

(d)  Market Participants that are Load Serving Entities or purchasing
on behalf of Load Serving Entities shall: respond to Office of the Interconnection
directives for load management steps; report to the Office of the Interconnection
Generation Capacity Resources to satisfy capacity obligations that are available
for pool operation; report to the Office of the Interconnection all bilateral
purchase transactions; respond to other Office of the Interconnection directives
such as those required during Emergency operation.
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1.9.2 Planned Outages.

(@ A Generator Planned Outage shall be included in Generator
Planned Outage schedules established prior to the scheduled start date for the
outage, in accordance with standards and procedures specified in the PJM
Manuals.

(b)  The Office of the Interconnection shall conduct Generator Planned
Outage scheduling for Generation Capacity Resources in accordance with the
Reliability Assurance Agreement and the PJM Manuals and in consultation with
the Members owning or controlling the output of such Resources. A Market
Participant shall not be expected to submit offers for the sale of energy or other
services, or to satisfy delivery obligations, from all or part of a generation
resource undergoing an approved Generator Planned Outage. If the Office of the
Interconnection determines that approval of a Generator Planned Outage would
significantly affect the reliable operation of the PJM Region, the Office of the
Interconnection may withhold approval or withdraw a prior approval. Approval
for a Generator Planned Outage of a Generation Capacity Resource shall be
withheld or withdrawn only as necessary to ensure the adequacy of reserves or the
reliability of the PJM Region in connection with anticipated implementation or
avoidance of Emergency procedures. If the Office of the Interconnection
withholds or withdraws approval, it shall coordinate with the Market Participant
owning or controlling the resource to reschedule the Generator Planned Outage of

- Generation Resource at the earliest practical time. The Office of the
Interconnection shall if possible propose alternative schedules with the intent of
minimizing the economic impact on the Market Participant of a Generator
Planned Outage.

(c) The Office of the Interconnection shall conduct Transmission
Planned Outage scheduling in accordance with procedures specified in, as
applicable, the East Transmission Owners Agreement, South Transmission Owner
Agreement or West Transmission Owners Agreement and the PJM Manuals, and
in accordance with the following procedures:

(1) Transmission Owners shall submit Transmission Planned
Outage schedules one year in advance for all outages that are
expected to exceed five working days duration or that are anticipated
to result in significant system impacts, with regular (at least monthly)
updates as new information becomes available.

(i)  Transmission Owners shall submit notice of all Transmission
Planned Outages to the Office of the Interconnection by the first day
of the month preceding the month the outage will commence, with
updates as new information becomes available.
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- (ii))  If notice of a Transmission Planned Qutage is not provided
by the first day of the month preceding the month the outage will
commence, and if such outage is determined by the Office of the
Interconnection to have the potential to cause transmission system
congestion, then the Office of the Interconnection may require the
Transmission Owner to implement an altenative outage schedule to
reduce or avoid the congestion. The Office of the Interconnection
shall perform this analysis and notify the Transmission Owner in a
timely manner if it will require rescheduling of the outage.

(iv) The Office of the Interconnection shall post notice of
Transmission Planned QOutages on OASIS upon receipt of such
notice from the Transmission Owner; provided, however, that the
Office of the Interconnection shall not post on OASIS notice of any
component of a Transmission Planned Outage to the extent such
component shall directly reveal a generator outage. In such cases,
the Transmission Owner, in addition to providing notice to the Office
of Interconnection as required above, concurrently shall inform the
affected Generation Owner of such outage, limiting such
communication to that necessary to describe the outage and to
coordinate with the Generation Owner on matters of safety to
persons, facilities, and equipment. The Transmission Owner shall
not notify any other Market Participant of such outage and shall
arrange any other necessary coordination through the Office of the
Interconnection.

In addition, if the Office of the Interconnection determines that transmission maintenance
schedules proposed by one or more Members would significantly affect the efficient and reliable
operation of the PJM Region, the Office of the Interconnection may establish alternative
schedules, but such alternative shall minimize the economic impact on the Member or Members
whose maintenance schedules the Office of the Interconnection proposes to modify.

(d)  The Office of the Interconnection shall coordinate resolution of
outage or other planning conflicts that may give rise to unreliable system
conditions. The Members shall comply with all maintenance schedules
established by the Office of the Interconnection.

1.9.3 Generator Maintenance Outages.

A Market Participant may request approval for a Generator Maintenance Outage
of any Generation Capacity Resource from the Office of the Interconnection in
accordance with the timetable and other procedures specified in the PJM Manuals.
The Office of the Interconnection shall approve requests for
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- Generator Maintenance Qutages for such a Generation Capacity Resource unless
the outage would threaten the adequacy of reserves in, or the reliability of, the
PJM Region. A Market Participant shall not be expected to submit offers for the
sale of energy or other services, or to satisfy delivery obligations, from a
generation resource undergoing an approved full or partial Generator
Maintenance Outage.

1.9.4 Forced Outages.

(a) Each Market Seller that owns or controls a pool-scheduled
resource, or a Generation Capacity Resource whether or not pool-scheduled, shall:
(1) advise the Office of the Interconnection of a Generator Forced Qutage suffered
or anticipated to be suffered by any such resource as promptly as possible; (ii)
provide the Office of the Interconnection with the expected date and time that the
resource will be made available; and (iii) make a record of the events and
circumstances giving rise to the Generator Forced Outage. A Market Seller shall
not be expected to submit offers for the sale of energy or other services, or satisfy
delivery obligations, from a generation resource undergoing a Generator Forced
Outage. A Generation Capacity Resource that does not deliver all or part of its
scheduled energy shall be deemed to have experienced a Generator Forced
Outage with respect to such undelivered energy, in accordance with standards and
procedures for full and partial Generator Forced Outages specified in the

- Reliability Assurance Agreement, and the PJM Manuals.

(b)  The Office of the Interconnection shall receive notification of
Forced Transmission Outages, and information on the return to service, of
Transmission Facilities in the PJM Region in accordance with standards and
procedures specified in, as applicable, the East Transmission Owners Agreement ,
South Transmission Owner or West Transmission Owners Agreement and the
PJM Manuals.

1.9.5 Market Participant Responsibilities.

Each Market Participant making a bilateral sale covering a period greater than the
following Operating Day from a generating resource located within the PIM
Region for delivery outside the PJM Region shall furnish to the Office of the
Interconnection, in the form and manner specified in the PJM Manuals,
information regarding the source of the energy, the load sink, the energy schedule,
and the amount of energy being delivered.

1.9.6 Internal Market Buyer Responsibilities.

Each Internal Market Buyer making a bilateral purchase covering a period greater
than the following Operating Day shall fumish to the Office of the
Interconnection, in the form and manner specified in the PJM Manuals,
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- (b) In addition to the seasonal verification of all ratings, each
Transmission Owner shall submit to the Operations Planning Department (or
successor Department} of the Office of the Interconnection updates to its
transmission facility ratings as soon as such Transmission Owner is aware of any
changes. Such Transmission Owner shall provide the Office of the
Interconnection with detailed data justifying all such transmission facility ratings
changes.

(¢)  All Transmission Owners shall submit to the Operations Planning
Department (or successor Department) of the Office of the Interconnection formal
documentation of any procedure for changing facility ratings under specific
conditions, including: the detailed conditions under which such procedures will
apply, detailed explanations of such procedures, and detailed calculations
justifying such pre-established changes to facility ratings. Such procedures must
be updated twice each year consistent with the provisions of this section.

1.9.9 Office of the Interconnection Responsibilities.

(a)  The Office of the Interconnection shall perform seasonal operating
studies to assess the forecasted adequacy of generating reserves and of the
transmission system, in accordance with the procedures specified in the PJM
Manuals.

(b}  The Office of the Interconnection shall maintain and update tables
setting forth Operating Reserve and other reserve objectives as specified in the
PJM Manuals and as consistent with the Reliability Assurance Agreement, and
Reliability Assurance Agreement-South.

(c)  The Office of the Interconnection shall receive and process
requests for firm and non-firm transmission service in accordance with procedures
specified in the PJM Tariff.

(d) The Office of the Interconnection shall maintain such data and
information relating to generation and transmission facilities in the PJM Region
as may be necessary or appropriate to conduct the scheduling and dispatch of the
PJM Interchange Energy Market and PJM Region.

()  The Office of the Interconnection shall maintain an historical
database of all transmission facility ratings, and shall review, and may modify or
reject, any submitted change or any submitted procedure for pre-established
transmission facility rating changes. Any dispute between a Transmission Owner
and the Office of the Interconnection concerning transmission facility ratings shall
be resolved in accordance with the dispute resolution procedures in schedule 5 to
the Operating Agreement; provided, however, that the rating level determined by
the Office of the Interconnection shall govern and be effective during the
pendency of any such dispute.
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- Interconnection if the parties to the transaction are not willing to incur
Transmission Congestion Charges in the Real-time Energy Market 1n
order to complete any such scheduled bilateral transaction. Scheduling of
bilateral transactions shall be conducted in accordance with the
specifications in the PJM Manuals and the following requirements:

1) Internal Market Buyers shall submit schedules for all
bilateral purchases for delivery within the PJM Region, whether
from generation resources inside or outside the PJM Region;

i) Market Sellers shall submit schedules for bilateral sales to
entities outside the PJM Region from generation within the PJM
Region that is not dynamically scheduled to such entities pursuant
to Section 1.12; and

iii) In addition to the foregoing schedules for bilateral
transactions, Market Participants shall submit confirmations of
each scheduled bilateral transaction from each other party to the
transaction in addition to the party submitting the schedule, or the
adjacent Contro] Area.

(d)  Market Sellers wishing to sell into the Day-ahead Energy
Market shall submit offers for the supply of energy (including energy from
hydropower units), Regulation, Operating Reserves or other services for
the following Operating Day. Offers shall be submitted to the Office of
the Interconnection in the form specified by the Office of the
Interconnection and shall contain the information specified in the Office of
the Interconnection’s Offer Data specification, as applicable. Market
Sellers owning or controlling the output of a Generation Capacity
Resource that has cleared in a Base Residual Auction or Incremental
Auction as specified in Attachment Y of the PJM Tariff, and that has not
been rendered unavailable by a Generation Planned Outage, a Generator
Maintenance Outage, or a Generation Forced QOutage shall submit offers
for the available capacity of such Generation Capacity Resource, including
any portion that is self-scheduled by the Generating Market Buyer. The
submission of offers for resource increments that have not been cleared in
a Base Residual Auction or an Incremental Auction shall be optional, but
any such offers must contain the information specified in the Office of the
Interconnection’s Offer Data specification, as applicable. Energy offered
from Generation Resources that have not cleared a Base Residual Auction
or an Incremental Auction shall not be supplied from resources that are
included in or otherwise committed to supply the Operating Reserves of a
Control
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- Area outside the PIM Region. The foregoing offers:

1) Shall specify the Generation Resource and energy for each
hour in the offer period;

if) Shall specify the amounts and prices for the entire
Operating Day for each resource component offered by the Market
Seller to the Office of the Interconnection;

iti)  If based on energy from a specific generating unit, may
specify start-up and no-load fees equal to the specification of such
fees for such unit on file with the Office of the Interconnection,

iv)  Shall set forth any special conditions upon which the
Market Seller proposes to supply a resource increment, including
any curtailment rate specified in a bilateral contract for the output
of the resource, or any cancellation fees;

v) May include a schedule of offers for prices and operating
data contingent on acceptance by the deadline specified in this
Schedule, with a second schedule applicable if accepted after the
foregoing deadline;

vi) Shall constitute an offer to submit the resource increment to
the Office of the Interconnection for scheduling and dispatch in
accordance with the terms of the offer, which offer shall remain
open through the Operating Day for which the offer is submitted,

vii))  Shall be final as to the price or prices at which the Market
Seller proposes to supply energy or other services to the PJIM
Interchange Energy Market, such price or prices being guaranteed
by the Market Seller for the period extending through the end of
the following Operating Day; and

viii)  Shall not exceed an energy offer price of $1,000/megawatt-
hour.

ix) If a Generation Capacity Resource was self-supplied or
offered and cleared the Base Residual Auction or an Incremental
Auction and is committed to satisfy Resource Operational
Reliability Requirements, as defined in Schedule 9.1 of the
Reliability Assurance Agreement, the Market Seller must specify
such specific operating attributes.
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- (e) A Market Seller that wishes to make a resource available to sell
Regulation service shall submit an offer for Regulation that shall specify
the MW of Regulation being offered, the Regulation Zone for which such
regulation is offered, the price of the offer in dollars per MWh, and such
other information specified by the Office of the Interconnection as may be
necessary to evaluate the offer and the resource’s opportunity costs. The
price of the offer shall not exceed
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$100 per MWh in the case of regulation offered for all Regulation Zones,
except that offers for Regulation by American Electric Power Company
and Virginia Electric Power Company and/or their respective affiliates for
the Regulation Zone comprised of the ECAR Control Zone(s), MAIN
Control Zone(s), or the VACAR Control Zone shall be cost-based
consisting of the following components:

i. The costs (in $/MW) of the fuel cost increase due to the
heat rate increase resulting from operating a unit at lower
MW output incurred from the provision of Regulation;

1. The cost increase (in $/MW) in variable operating and
maintenance costs resulting from operating the unit at
lower MW output incurred from the provision of
Regulation; and

iii. An adder of up to $7.50 per MW of Regulation
provided.

Qualified Regulation capability must satisfy the verification tests specified
in the PJM Manuals.

H Each Market Seller owning or controlling the output of a
Generation Capacity Resource shall submit a forecast of the availability of
each such Generation Capacity Resource for the next seven days. A
- Market Seller (1) may submit a non-binding forecast of the price at which
it expects to offer a generation resource increment to the Office of the
Interconnection over the next seven days, and (ii) shall submit a binding
offer for energy, along with start-up and no-load fees, if any, for the next
seven days or part thereof, for any generation resource with minimum
notification or start-up requirement greater than 24 hours.

() Each offer by a Market Seller of a Generation Capacity
Resource shall remain in effect for subsequent Operating Days until
superseded or canceled.

(h)  The Office of the Interconnection shall post on the PIM
Open Access Same-time Information System the total hourly loads
scheduled in the Day-ahead Energy Market, as well as, its estimate of the
combined hourly load of the Market Buyers for the next four days, and
peak load forecasts for an additional three days.

(i) All Market Participants may submit Increment Bids and/or
Decrement Bids that apply to the Day-ahead Energy Market only. Such
bids must comply with the requirements set forth in the PJM Manuals and
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e must specify amount, location and price, if any, at which the Market
Participant desires to purchase or sell energy in the Day-ahead Energy
Market. The Office of the Interconnection may require that a market
participant shall not submit in excess of 3000 bid/offer segments in the
Day-ahead Energy Market, when the Office of the Interconnection
determines that such limit is required to avoid or mitigate significant
system performance problems related to bid/offer volume. Notice of the
need to impose such limit shall be provided prior to 10:00 a.m. EPT on the
day that the Day-ahead Energy Market will clear. For purposes of this
provision, a bid/offer segment is each pairing of price and megawatt
quantity submitted as part of an Increment Bid or Decrement Bid.

)] A Market Seller that wishes to make a resource available to sell
Spinning Reserve shall submit an offer for Spinning Reserve that shall
specify the megawatt of Spinning Reserve being offered, the price of the
offer in dollars per megawatt hour, and such other information specified
by the Office of Interconnection as may be necessary to evaluate the offer
and the energy used by the resource to provide the Spinning Reserve and
the resource’s unit specific opportunity costs. The price of the offer shall
not exceed the variable operating and maintenance costs for providing
Spinning Reserve plus seven dollars and fifty cents.

(k)  Market Sellers owning or controlling the output of a Demand

- Resource that was self-supplied or offered and cleared in the Base
Residual Auction or one of the Incremental Auctions, or owning or
controlling the output of an ILR resource which was certified as specified
in Attachment Y of the PJM Tariff, may submit demand reduction bids for
the available load reduction capability of the Demand Resource or ILR
resource.  The submission of demand reduction bids for resource
increments that have not cleared in the Base Residual Auction or in one of
the Incremental Auctions, or for ILR resources that were not certified,
shall be optional, but any such bids must contain the information specified
in the PJM Economic Load Response Program to be included in such bids.
A Demand Resource that was self-supplied or offered and cleared in a
Base Residual Auction or an Incremental Auction may submit a demand
reduction bid in the Day-ahead Energy Market as specified in the
Economic Load Response Program, provided however, that in the event of
an Emergency, PJM shall require Demand Resources and ILR resources to
reduce load notwithstanding that the Zonal LMP at the time such
Emergency is declared is below the price identified in the demand
reduction bid.
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- 1.10.3 Self-scheduled Resources.

Self-scheduled resources shall be governed by the following principles and
procedures.

(a) Each Generating Market Buyer shall use all reasonable efforts,
consistent with Good Utility Practice, not to self-schedule resources in excess of
its Equivalent Load.

(b) The offered prices of resources that are self-scheduled, or
otherwise not following the dispatch orders of the Office of the Interconnection,
shall not be considered by the Office of the Interconnection in determining
Locational Marginal Prices.

(c) Market Participants shall make available their self-scheduled
resources to the Office of the Interconnection for coordinated operation to supply
the Operating Reserves needs of the applicable Control Zone, by submitting an
offer as to such resources.

(d) A Market Participant self-scheduling a resource in the Day-ahead
Energy Market that does not deliver the energy in the Real-time Energy Market,
shall replace the energy not delivered with energy from the Real-time Energy
Market and shall pay for such energy at the applicable Real-time Price.

1.10.4 Capacity Resources.

(8 A Generation Capacity Resource that is selected as a pool-
scheduled resource shall be made available for scheduling and dispatch at the
direction of the Office of the Interconnection. Such a Generation Capacity
Resource that does not deliver energy as scheduled shall be deemed to have
experienced a Generator Forced QOutage to the extent of such energy not
delivered. A Market Participant offering such Generation Capacity Resource in
the Day-ahead Energy Market shall replace the energy not delivered with energy
from the Real-time Energy market and shall pay for such energy at the applicable
Real-time Price.

(b)  Energy from a Generation Capacity Resource that has not been
scheduled in the Day-ahead Energy Market may be sold on a bilateral basis by the
Market Seller, may be self-scheduled, or may be offered for dispatch during the
Operating Day in accordance with the procedures specified in this Schedule.
Such a Generation Capacity Resource that has not been scheduled in the Day-
ahead Energy Market and that has been sold on a bilateral basis must be made
available upon request to the Office of the Interconnection for scheduling and
dispatch during the Operating Day if the
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- Office of the Interconnection declares a Maximum Generation Emergency. Any
such resource so scheduled and dispatched shall receive the applicable Real-time
Price for energy delivered.

(c) A Generation Capacity Resource that has been self-scheduled shall
not receive payments or credits for start-up or no-load fees.

1.10.5 External Resources.

(a)  Extemal Resources may submit offers to the PJM Interchange
Energy Market, in accordance with the day-ahead and real-time scheduling
processes specified above. An External Resource selected as a pool-scheduled
resource shall be made available for scheduling and dispatch at the direction of
the Office of the Interconnection, and except as specified below shall be
compensated on the same basis as other pool-scheduled resources. External
Resources that are not capable of dynamic dispatch shall, if selected by the Office
of the Interconnection on the basis of the Market Seller’s Offer Data, be block
loaded on an hourly scheduled basis. Market Sellers shall offer External
Resources to the PJM Interchange Energy Market on either a resource-specific or
an aggregated resource basis. A Market Participant whose pool-scheduled
resource does not deliver the energy scheduled in the Day-ahead Energy Market
shall replace such energy not delivered as scheduled in the Day-ahead Energy

- Market with energy from the PJM Real-time Energy Market and shall pay for
such energy at the applicable Real-time Price.

(b)  Offers for External Resources from an aggregation of two or more
generating units shall so indicate, and shall specify, in accordance with the Offer
Data requirements specified by the Office of the Interconnection: (i) energy
prices; (ii) hours of energy availability; (iii) 2 minimum dispatch level; (iv) a
maximum dispatch level; and (v) unless such information has previously been
made available to the Office of the Interconnection, sufficient information, as
specified in the PJM Manuals, to enable the Office of the Interconnection to
model the flow into the PJM Region of any energy from the External Resources
scheduled in accordance with the Offer Data. If a Market Seller submits more
than one offer on an aggregated resource basis, the withdrawal of any such offer
shall be deemed a withdrawal of all higher priced offers for the same period.

(c) Offers for External Resources on a resource-specific basis shall
specify the resource being offered, along with the information specified in the
Offer Data as applicable.
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- PJM Manuals. Each Market Seller shall ensure that the entity controlling a pool-
dispatched resource offered or made available by that Market Seller complies
with the energy dispatch signals and instructions transmitted by the Office of the
Interconnection.

1.11.3A Maximum Generation Emergency.

If the Office of the Interconnection declares a Maximum Generation Emergency,
all deliveries to load that is served by Point-to-Point Transmission Service outside
the PJM Region from Generation Capacity Resources may be interrupted in order
to serve load in the PJM Region.

1.11.4 Regulation.

(@) A Market Buyer may satisfy its Regulation Obligation from its
own resources capable of performing Regulation service, by contractual
arrangements with other Market Participants able to provide Regulation service,
or by purchases from the PJM Interchange Energy Market at the rates set forth in
Section 3.2.2.

(b)  The Office of the Interconnection shall obtain Regulation service
from the least-cost alternatives available from either pool-scheduled or self-
scheduled resources as needed to meet Regulation Zone requirements not
otherwise satisfied by the Market Buyers. Resources offering to sell Regulation
shall be selected to provide Regulation on the basis of each resource’s regulation
offer and the estimated opportunity cost of the resource providing regulation and
in accordance with the Office of the Interconnection’s obligation to minimize the
total cost of energy, Operating Reserves, Regulation, and other ancillary services.
Estimated opportunity costs shall be determined by the Office of the
Interconnection on the basis of the expected value of the energy sales that would
be foregone or uneconomic energy that would be produced by the resource in
order to provide Regulation, in accordance with procedures specified in the PJM
Manuals. If the Office of the Interconnection is not able to distinguish resources
offering Regulation on the basis of their regulation offers and estimated
opportunity costs, resources shall be selected on the basis of the quality of
Regulation provided by the resource as determined by tests administered by the
Office of the Interconnection.

(c) The Office of the Interconnection shall dispatch resources for
Regulation by sending Regulation signals and instructions to resources from
which Regulation service has been offered by Market Sellers, in accordance with
the PJM Manuals. Market Sellers shall comply with Regulation dispatch signals
and instructions transmitted by the Office of the Interconnection and, in the event
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hd 4.3 Emergency Energy Purchases.

The pricing for Emergency energy purchases will be determined by the Office of the
Interconnection and: (a) an adjacent Control Area, in accordance with an agreement
between the Office of the Interconnection and such adjacent Control Area, or (b) a
Member, in accordance with arrangements made by the Office of Interconnection to
purchase energy offered by such Member from resources that are not Capacity
Resources.

S. CALCULATION OF TRANSMISSION CONGESTION CHARGES AND
CREDITS

5.1 Transmission Congestion Charge Calculation.
5.1.1 Calculation by Office of the Interconnection.

When the transmission system is operating under constrained conditions, or as
necessary to provide third-party transmission provider losses in accordance with
Section 9.3, the Office of the Interconnection shall calculate Transmission
Congestion Charges for each Network Service User, the PJM Interchange Energy
Market, and each Transmission Customer.

5.1.2 General,

- The basis for the Transmission Congestion Charges shall be the differences in the
Locational Marginal Prices between points of delivery and points of receipt, as
determined in accordance with Section 2 of this Schedule.

5.1.3 Network Service User Calculation.

Each Network Service User shall be charged for the increased cost of energy
incurred by it during each constrained hour to deliver the output of its firm
Generation Capacity Resources or other owned or contracted for resources, its
firm bilateral purchases, and its non-firm bilateral purchases as to which it has
elected to pay Transmission Congestion Charges. The Transmission Congestion
Charge for deliveries from each such source shall be the Network Service User’s
hourly net bill less its hourly net PJM Interchange payments or sales as
determined in accordance with Section 3.2.1 or Sections 3.3 and 3.3.1 of this
Schedule.

5.1.4 Transmission Customer Calculation.

Each Transmission Customer using Firm Point-to-Point Transmission Service (as
defined in the PJM Tariff), and each Transmission Customer using Non-Firm
Point-to-Point Transmission Service (as defined in the PJM Tariff) that has
elected to pay Transmission Congestion Charges, shall be charged for the
- increased cost of energy during constrained hours for the delivery of energy using
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- (b) [f the total of the target allocations is greater than the total auction
revenues, each holder of Auction Revenue Rights shall be assigned a share of the
total auction revenues in proportion to its Auction Revenue Rights target
allocations for Auction Revenue Rights which have a positive Target Allocation
value. Auction Revenue Rights which have a negative Target Allocation value are
assigned the full Target Allocation value as a negative Auction Revenue Right
Credit.

7.5  Simultaneous Feasibility.

The Office of the Interconnection shall make the simultaneous feasibility determinations
specified herein using appropriate powerflow models of contingency-constrained
dispatch. Such determinations shall take into account ocutages of both individual
generation units and transmission facilities and shall be based on reasonable assumptions
about the configuration and availability of transmission capability during the period
covered by the auction that are not inconsistent with the determination of the
deliverability of Generation Capacity Resources under the Reliability Assurance
Agreement, . The goal of the simultaneous feasibility determination shall be to ensure
that there are sufficient revenues from Transmission Congestion Charges to satisfy all
Financial Transmission Rights obligations for the auction period under expected
conditions and to ensure that there are sufficient revenues from the annual Financial
Transmission Right Auction to satisfy all Auction Revenue Rights obligations.

8. INTERREGIONAL TRANSMISSION CONGESTION MANAGEMENT
w PILOT PROGRAM

8.1 Introduction.

The following procedures shall govern the redispatch of generation to alleviate
transmission congestion on selected pathways on the transmission systems operated by
the Office of the Interconnection and the New York ISO (“NYISO"”). The procedures
shall be used solely when, in the exercise of Good Utility Practice, the Office of the
Interconnection or NYISO determines that the redispatch of generation units on the
other’s transmission system would reduce or eliminate the need to resort to Transmission
Loading Relief or other transmission-related emergency procedures.

8.2 Identification of Transmission Constraints.

(@  On a periodic basis determined by the Office of the Interconnection and
NYISO, the Office of the Interconnection and NYISO shall identify potential
transmission operating constraints that could result in the need to use Transmission
Loading Relief or other emergency procedures in order to alleviate the transmission
constraints, the need for which could be reduced or eliminated by the redispatch of
generation on the other’s system.
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- 1. PJM informs the requesting participant of acceptance into the program
and notifies the appropriate LSE and EDC of the participant’s acceptance
into the program.

Any end-use customer intending to run distributed generating units in
support of local load for the purpose of participating in this program must
represent in writing to PJM that it holds all applicable environmental and
use permits for running those generators. Continuing participation in this
program will be deemed as a continuing representation by the owner that
each time its distributed generating unit is run in accordance with this
program, it is being run in compliance with all applicable permits, including
any emissions, run-time limit or other constraint on plant operations that
may be imposed by such permits.

EMERGENCY OPERATIONS

PJM will initiate the request for load reduction following the declaration of
Maximum Emergency Generation and prior to the implementation of ILR
Steps 1 and 2. (Implementation of the Emergency Load Response Program
can be used for regional emergencies.) It is implemented whenever
generation 18 needed that is greater than the highest economic incremental
cost. PJM posts the request for load reduction on the PJM web site, on the

- Emergency Conditions page, and on eData, and issues a burst email to the
Emergency Load Response majordomo. A separate All-Call message is also
issued.

Operational procedures are described in detail in the PJM Manual for
Emergency Operations.

VERIFICATION

PJM requires that the load reduction meter data be submitted to PJM within
60 days of the event. If the data are not received within 60 days, no payment
for participation is provided. Meter data must be provided for the hour prior
to the event, as well as every hour during the event.

These data files are to be communicated to PJM either via the Load Response
Program web site or email. Files that are emailed must be in the PJM-
approved file format. Meter data will be forwarded to the EDC and LSE upon
receipt, and these parties will then have ten (10) business days to provide
feedback to PJM. All load reduction data are subject to PJM Market
Monitoring Unit audit.
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>  MARKET SETTLEMENTS

Payment for reducing load is based on the actual kWh relief provided plus
the adjustment for losses. The minimum duration of a load reduction request
is two hours. The magnitude of relief provided could be less than, equal to, or
greater than the kW amount declared on the Emergency Load Response
Program Registration form.

PJM pays the higher of the applicable Locational Marginal Price (LMP) or
$500/MWh to the PJM Member that nominates the load. Payment will be
equal to the measured reduction (either measured output of backup
generation or the difference between the measured load the hour before the
reduction and each hour during the reduction) adjusted for loses times the
higher of the applicable Locational Marginal Price (LMP) otherwise in use for
settlement of the given load or $500/MWh.

During emergency conditions, costs for emergency purchases in excess of
LMP are allocated among PJM Market Buyers in proportion to their increase
in net purchases from the PJM energy market during the hour in the real
time market compared to the day-ahead market. Consistent with this pricing
methodology, all charges under this program are allocated to purchasers of

- energy, in proportion to their increase in net purchases from the PJM energy
market during the hour from day-ahead to real time.

An Interruptible Load for Reliability (ILR) Customer may participate in the
Load Response program during ILR events as long as the customer's ILR
contract explicitly excludes payment or credit for energy not consumed during
ILR events. If the LSE that submitted the customer for ILR credit indicates
that the customer is not eligible for simultaneous credit under the Load
Response program and ILR is called for concurrent with the Load Response
program, then payments will be made to the customer according to the Load
Response program only for the time during which ILR obligations were not in
effect. Any response in excess of the contracted ILR amount will be
compensated under the Load Response program for the entire duration of
response.

Program charges and credits will appear on the PJM Members monthly bill,
as described in the PJM Manual for Operating Agreement Accounting
and the PJM Manual for Billing.
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- INTRODUCTION
PJM LOAD RESPONSE PROGRAM

THIS PROGRAM IS DESIGNED TO PROVIDE AN INCENTIVE TO END-
USE CUSTOMERS OR CURTAILMENT SERVICE PROVIDERS TO
ENHANCE THE ABILITY AND OPPORTUNITY FOR REDUCTION OF
CONSUMPTION WHEN PJM LOCATIONAL MARGINAL PRICES ("LMP"}
PRICES ARE HIGH. THE PROGRAM PURPOSEFULLY
INCORPORATES INCENTIVES THAT ARE GREATER THAN STRICT
ECONOMICS WOULD PROVIDE FOR THE SAME CURTAILMENT. THIS
DEPARTURE FROM ECONOMICS IS JUSTIFIED TO OVERCOME
INITIAL BARRIERS TO END-USE CUSTOMER LOAD RESPONSE. THIS
PROGRAM IS NOT INTENDED TO BE A PERMANENT FIX TO THE
LACK OF LOAD RESPONSE SEEN IN THE PJM MARKETS TODAY.
THE DESIGNERS OF THIS PROGRAM CONTEMPLATE THAT WHEN
THE EXISTING MARKET BARRIERS ARE REMOVED AND END-USE
CUSTOMERS ARE BETTER ABLE TO RESPOND TO REAL TIME
PRICES, THE NEED FOR THIS PROGRAM AND OTHERS LIKE T WILL
DISAPPEAR. UNTIL THAT HAPPENS, HOWEVER, PROGRAMS LIKE
THIS ARE NECESSARY FOR FULLY FUNCTIONING MARKETS.

- Economic Load Response Program - Real Time

This option will provide a mechanism by which any qualified Load Serving Entity
("LSE") or Curtailment Service Provider (* CSP") may offer end-use customers
the opportunity to, or end-use customers that are PJM members independently
may choose to, reduce load they draw from the PJM system during times of high
prices and receive payments based on real time LMP for the reductions.

The program will be effective June 1, 2002, and will remain in effect until
December 1, 2004. At that time, the program will be terminated unless it is
extended by a two-thirds sector vote of the Members Committee.

Economic Load Response Program - Day Ahead
This option will provide a mechanism by which any qualified LSEs or CSPs may
offer end-use customers the opportunity to, or end-use customers that are PJM
members independently may choose to, commit to a reduction of load they draw
from the PJM system in advance of real time operations and receive payments
based on day-ahead LMP for the reductions.

The program will be effective June 1, 2002, and will remain in effect until
December 1, 2004. At that time, the program will be terminated unless it is
extended by a two-thirds sector vote from the Members Committee.
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-
This program is not intended to be a replacement for Interruptible Load for Reliability
("ILR"), but rather an additional means by which distributed generation resources and
end-use customers capable of reducing load can participate in PJM operations and
markets.

4
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PJM shall recover LMP less an amount equal to applicable generation and
transmission charges from the LSE that otherwise would have the load that was
reduced. The amount equal to the generation and transmission charges, if any,
will be recovered from all load within the zone in which the load that was reduced
is located. If the total amount of recoverable charges reflecting generation and
transmission charges for the entire program exceeds $17.5 million in a year,
thereafter participants will receive LMP less an amount equal to the applicable
generation and transmission charges regardless of the level of LMP.

An ILR Provider may participate in the Economic Load Response program during
ILR events as long as the customer's ILR contract explicitly excludes payment or
credit for energy not consumed during ILR events. [f the LSE that submitted the
customer for ILR credit indicates that the customer is not eligible for
simultaneous credit under the Economic Load Response program and ILR is
called for concurrent with the Economic Load Response program, then payments
will be made to the end-use customer or representative according to the
Economic Load Response program only for the time during which ILR obligations
were not in effect. Any response in excess of the contracted ILR amount will be
compensated under the Economic Load Response program for the entire
duration of response.

Program credits will appear on the PJM Member's monthly bill, as described in
— the PJM Manual for Operating Agreement Accounting and the PJM Manual
for Billing.

REPORTING

PJM will submit any required reports to FERC on behalf of the Economic Load
Response Program participants. PJM will also post this document, as well as any
other program-related documentation on the PJM web site. PJM shall submit
two reports to the FERC with respect to the Economic Load Response Program.
The first report shall be filed on May 31, 2003. The second report shall be filed
on October 31, 2004, concurrently with PJM’'s report evaluating the PJM
Emergency Load Response Program. These reports shall review and evaluate
the Economic Load Response Program and shall include (1) evaluations of
whether the current demand response programs are the best means for eliciting
the maximum possible amount of demand response; (2) an evaluation of the
Non-metered Customer Pilot Program, including whether the pilot program is the
best means of obtaining participation by small customers; (3) examination of
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- An ILR customer may participate in the Economic Load Response program
during ILR events as long as the customers ILR contract explicitly excludes
payment or credit for energy not consumed during ILR events. If the LSE that
submitted the customer for ILR credit indicates that the customer is not eligible
for simultaneous credit under the Economic Load Response program and ILR is
called for concurrent with the Economic Load Response program, then payments
will be made to the end-use customer or representative according to the
Economic Load Response program only for the time during which ILR obligations
were not in effect. Any response in excess of the contracted ILR amount will be
compensated under the Economic Load Response program for the entire
duration of response.

Program credits will appear on the PJM Member’s monthly bill, as described in
the PJM Manual for Operating Agreement Accounting and the PJM Manual
for Billing.

NON-PERFORMANCE

End-use customers or their representatives (LSEs/CSPs) that have load
reductions committed in the day-ahead market that cannot demonstrate hourly
performance in real time equal to at least that of the day-ahead commitment will

- be charged real time LMP for the amount of the shortfall, plus any associated
day-ahead operating reserve credits. Any extra funds collected by PJM as a
result of this charge will serve to reduce the overall day-ahead operating
reserves charge for that hour.

REPORTING

Same as real time.

Issued By:  Craig Glazer Effective: June 1, 2006
Vice President, Federal Governmental Policy
Issued On:  August 31, 2005



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PJM Interconnection, L.L.C. Second Revised Sheet No. 5231.02
FERC Electric Tarnff Superseding First Revised Sheet No. 5231.02
Sixth Revised Volume No. 1

- C. Virtunal Bid Screening Process

If it is determined that Virtual Bid Screening is required for a market participant, the
screening process will be conducted in the PJM eMKT web interface. The process will
automatically reject all virtual bids and offers submitted by the PJM market participant if
the participant’s Credit Available for Virtual Bidding is exceeded by the Virtual Credit
Exposure that is calculated based on the participant’s submitted bids and offers as
described below.

A Participant/Member’s Virtual Credit Exposure will be calculated on a daily basis for all
virtual bids submitted by the market participant for the next operating day using the
following equation:

Virtual Credit Exposure = the lesser of:

(i) ((total MWh bid or offered, whichever is greater, hourly at each node) x Nodal
Reference Price x 2 days) summed over all nodes and all hours; or

(i)  (a) ((the total MWh bid or offered, whichever is greater, hourly at each node) x
the Nodal Reference Price x 1 day) summed over all nodes and all hours; plus (b} ((the
difference between the total bid MWh cleared and total offered MWh cleared hourly at
each node) x Nodal Reference Price) summed over all nodes and all hours for the
previous three cleared day-ahead markets.

- A Member/Participant’s Credit Available for Virtual Bidding will be the
Member/Participant’s Working Credit Limit less any unpaid billed and unbilled amounts
owed to PJM, plus any current month unbilled amounts owed by PJM to the
Member/Participant, less any credit required for FTR or other credit requirement
determinants as defined in this Policy.

Each PJM Market Participant that is identified as requiring Virtual Bid Screening based
on bidding history will be screened in the following manner: If the participant’s Virtual
Credit Exposure exceeds its Credit Available for Virtual Bidding, the Market Participant
will be notified via an eMKT error message, and the submitted bids will be rejected.
Upon such notification, the Market Participant may alter its virtual bids and offers so that
its Virtual Credit Exposure does not exceed its Credit Available for Virtual Bidding, and
may resubmit them. Bids may be submitted in one or more groups during a day. If one
or more groups of bids is submitted and accepted, and a subsequent group of submitted
bids causes the total submitted bids to exceed the Virtual Credit Exposure, then only that
subsequent set of bids will be rejected. Previously accepted bids will not be affected,
though the Market Participant may choose to withdraw them voluntarily.

IV. RELIABILITY PRICING MODEL AUCTION CREDIT REQUIREMENTS

Settlement during any Delivery Year of cleared positions resulting or expected to result from
any Relability Pricing Model Auction shall be included as appropriate in Peak Market
Activity, and the provisions of this Attachment Q shall apply to any such activity and
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obligations arising therefrom. In addition, the provisions of this section shall apply to any
entity seeking to participate in any RPM Auction, to address credit risks unique to such
auctions.

A. Applicability

A Market Seller seeking to submit a Sell Offer in any Rehability Pricing Model Auction
based on any Capacity Resource for which there is a matenially increased risk of non-
performance must satisfy the credit requirement specified in section IV.B before
submitting such Sell Offer. Credit must be maintained until such risk of non-
performance is substantially eliminated, but may be reduced commensurate with the
reduction in such risk, as set forth in Section IV.C.

For purposes of this provision, a resource for which there is a materially increased risk of
non-performance shall mean: (i) a Planned Generation Capacity Resource; (ii) a Planned
Demand Resource; (i) a Qualifying Transmission Upgrade; or (iv) an existing
Generation Capacity Resource located outside the PJM Region that at the time it is
submitted in a Sell Offer has not secured firm transmission service to the border of the
PJM Region sufficient to satisfy the deliverability requirements of the Reliability
Assurance Agreement.

B. Reliability Pricing Model Auction Credit Requirement

For any resource specified in Section 1V.A, the credit requirement shall be the RPM
Auction Credit Rate, as provided in Section IV.D, times the megawatts to be offered for
sale from such resource in a Reliability Pricing Model Auction. As set forth in Section
IV.D, the Auction Credit Requirement shall be determined separately for each Season of
a Delivery Year. The RPM Auction Credit Requirement for each Market Seller shall be
the sum of the credit requirements for all such resources to be offered by such Market
Seller across any or all Seasons of the auction.

C. Reduction in Credit Requirement

The RPM Auction Credit Requirement for a Market Seller will be reduced for any Season
of a Delivery Year to the extent less than all of such Market Seller’s offers clear in the
Base Residual Auction or any Incremental Auction for such Season. Such reduction shall
be proportional to the quantity, in megawatts, that failed to clear in such Season. As
specified in Section IV.D, the RPM Auction Credit Rate also may be reduced under
certain circumstances after the auction has closed.

In addition, the RPM Auction Credit Requirement for a Participant for any Season of a
given Delivery Year shall be reduced penodically, provided the Participant successfully
meets progress milestones that reduce the risk of non-performance, as follows:

a. For Planned Demand Resources, the RPM Auction Credit Requirement
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- will be reduced in direct proportion to the megawatts of such Demand Resource
that the Resource Provider qualifies as a Capacity Resource, tn accordance with
the procedures established under the Reliability Assurance Agreement.

b. For existing Generation Capacity Resources located outside the PJM
Region that have not secured sufficient firm transmission to the border of the PJM
Region prior to the auction in which such resource is first offered, the RPM Credit
Requirement shall be reduced in direct proportion to the megawatts of firm
transmission service secured by the Market Seller that qualify such resource under
the deliverability requirements of the Reliability Assurance Agreement.

c. For Planned Generation Capacity Resources, the RPM Credit Requirement
shall be reduced to 50% of the amount calculated under Section IV.B beginning
as of the effective date of an Interconnection Service Agreement, and shall be
reduced to zero on the date of commencement of Interconnection Service.

d. For Qualifying Transmission Upgrades, the RPM Credit Requirement
shall be reduced to zero on the date the Qualifying Transmission Upgrade is
placed in service.

D. RPM Auction Credit Rate

Market Sellers offering resources into a Reliability Pricing Model Auction for any Season
of a Delivery Year will incur a forward financial obligation to PJM if: (i) the offered
resource clears in such auction; (ii) the Market Seller subsequently becomes deficient in
its ability to provide such resource; (iii} the Market Seller participates in a First or Third
Incremental Auction to obtain replacement resources for such Season Delivery Year to
meet the obligation for which the Market Seller is deficient; and (iv) the Capacity
Resource Clearing Price in such Incremental Auction exceeds the Capacity Resource
Clearing Price the resource was to receive as a result of clearing the prior auction.

As set forth in the PIM Manuals, a separate Auction Credit Rate shall be calculated for
each Season of a Delivery year prior to each Reliability Pricing Model Auction for such
Delivery Year, as follows:

a. For a Base Residual Auction for a Delivery Year, the Auction Credit Rate for each
Season shall be the marginal value of system capacity determined in the Base
Residual Auction for the same Season of the prior Delivery Year, times the number of
days in such Season, times the Maximum Price Exposure factor described below;
provided, however, that for the each Season of the Delivery Year addressed in the
first RPM Base Residual Auction, the marginal value of system capacity used in this
formula shall be determined analytically through simulation programming, and shall
be posted prior to the auction.
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- For any Incremental Auction for a Delivery Year, the Auction Credit Rate for each
Season shall be the marginal value of system capacity determined for such Season in
the Base Residual Auction for such Delivery Year, times the number of days in such
Season, times the Maximum Price Exposure factor described below.

b. Subsequent to any auction, the Auction Credit Rate used for ongoing credit
requirements for supply committed for any Season in such auction shall be the lesser
of the Auction Credit Rate established prior to offering into the auction, and the
actual marginal value of system capacity (times the number of days in such Season,
times the Maximum Price Exposure factor described below) that was posted for that
auction for all of a supplier’s offers which cleared in that auction.

c. The Maximum Price Exposure factor will be calculated as follows:

1. Prior to the date that three Incremental Auctions, for a given Season of any
Delivery Year(s), have been conducted, the Maximum Price Exposure factor
for each Season will be the maximum expected two-year percent price
increase with a 90% confidence based on PJM’s market simulations.

2. After three Incremental Auctions have been conducted for any Delivery
Year(s), but before six such auctions have been conducted, the Maximum
Price Exposure factor for each Season will be calculated initially in the same
manner as for the first three Incremental Auctions, but shall be reduced to the
extent the greatest percent price increase for a given Season (as measured
between any Incremental Auction and its associated Base Residual Auction)
was less than the value initially calculated, and shall be increased to the extent
the second greatest percent price increase for a given Season (as measured
between any Incremental Auction and its associated Base Residual Auction)
was greater than the value initially calculated.

3. After six Incremental Auctions have been conducted for any Delivery Year(s),
the Maximum Price Exposure factor for each Season will be the second
largest percent price increase (as measured between any Incremental Auction
and its associated Base Residual Auction) for any Incremental Auctions for
such Season conducted during the then-current calendar year or during any of
the three preceding calendar years.

E. Forms of Financial Security

In addition to the forms of credit specified elsewhere in this Attachment Q, the following

form of unsecured credit shall be available to Market Sellers, but solely for purposes of

satisfying RPM Auction Credit Requirements. If a supplier has a history of being a net

seller into PJM markets, on average, over the past 12 months, then PJM will count as

available unsecured credit twice the average of that participant’s total net monthly PJM
- bills over the past 12 months.
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- V.  FORMS OF FINANCIAL SECURITY

Applicants/Participants/Members that provide Financial Security must provide the secunty in
a PJM approved form and amount according to the guidelines below. Acceptable forms of
Financial Security include cash deposits and letters of credit.
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o The letter of credit must clearly state the full names of the "Issuer”, "Account Party”
and "Beneficiary” (PJM), the dollar amount available for drawings, and shall specify
that funds will be disbursed upon presentation of the drawing certificate in
accordance with the instructions stated in the letter of credit. The letter of credit
should specify any statement that is required to be on the drawing certificate, and any
other terms and conditions that apply to such drawings.

o The PJM Credit Application contains an acceptable form of a letter of credit that
should be utilized by an Applicant/Participant/Member choosing to meet its Financial
Security requirement with a letter of credit. If the letter of credit varies in any way
from the PJM format, it must first be reviewed and approved by PIM. All costs
associated with obtaining and maintaining a letter of credit and meeting the policy
provisions are the responsibility of the Applicant /Participant/Member

e PJM may accept a letter of credit from a Financial Institution that does not meet the
credit standards of this Policy provided that the letter of credit has third-party support,
in a form acceptable to PJM, from a financial institution that does meet the credit
standards of this Policy.

V1. EVENTS OF DEFAULT

Failure to comply with this policy (except for the responsibility of an
Applicant/Participant/Member to notify PJM of a Material change) shall be considered an
event of default. Pursuant to §15.1.3(a) of the Operating Agreement of PJM
Interconnection, L.L.C, and §1.7.3 of the PJM Open Access Transmission Tariff,
non-compliance with the PJM Credit Policy is an event of defauit under those respective
Agreements. In event of default under this Credit Policy or one or more of the
Agreements, PJM will take such actions as may be required or permitted under the
Agreements, including but not limited to the termination of Participant/Member’s
ongoing Transmission Service and participation in PJM Markets. A Participant/Member
will have three (3) Business Days from notification of policy breach to remedy the
situation in a manner deemed acceptable by PJM. PIM has the right to liquidate all or a
portion of a Participant/Member’s Financial Security at its discretion to satisfy Total Net
Obligations to PJM in the event of default under this Credit Policy or one or more of the

Agreements.
VII. DEFINITIONS:
Affiliate —Affiliate is defined in the PJM Operating Agreement, §1.2.

Agreements — The Operating Agreement of PJM Interconnection, L.L.C., the PIM Open
Access Transmission Tariff, the Reliability Assurance Agreement, the Reliability
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Business Day — A day in which the Federal Reserve System is open for business.

Capacity — The installed capacity requirement of the Reliability Assurance Agreement,
or available capacity requirement of the Reliability Assurance Agreement-West, or
similar such requirements as may be established.

Corporate Guaranty — A legal document used by one entity to guaranty the obligations
of another entity.

Credit Available for Virtual Bidding — An Applicant/Participant/Member’s Working
Credit Limit, less its Total Net Obligation.

Credit Score — A composite numerical score scaled from 0-100 as calculated by PJM
that incorporates various predictors of creditworthiness.

Financial Security — A cash deposit or letter of credit in an amount and form determined
by and acceptable to PJM, provided by an Applicant/Participant/Member to PIM as
security in order to participate in the PYM Markets or take Transmission Service.

Market Participant - shall have the meaning provided in the Operating Agreement.

Material - For these purposes, material is defined in §1.B.3, Material Changes. For the
purposes herein, the use of the term "material” is not necessarily synonymous with use of
the term by govemnmental agencies and regulatory bodies.

Member - shall have the meaning provided in the Operating Agreement.

Net Obligation — The amount owed to PJM for purchases from the PJM Markets,
Transmission Service, (under both Part II and Part I1I of the O.A.T.T.), and other services

pursuant to the Agreements, after applying a deduction for amounts owed to a Participant
by PJM as it pertains to monthly market activity. Should other markets be formed such

that Participants may incur future Obligations in those markets, then the aggregate
amount of those Obligations will also be added to the Net Obligation.
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ATTACHMENT Y

Reliability Pricing Model
1. INTRODUCTION

This Attachment sets forth the terms and conditions governing the Reliability
Pricing Model for the PJM Region. As more fully set forth in this Attachment and the PJM
Manuals, and in conjunction with the Reliability Assurance Agreement, the Reliability Pricing
Model provides:

(a) support for LSEs in satisfying Daily Unforced Capacity Obligations for future
Delivery Years through Self Supply of Capacity Resources;

(b) a competitive auction mechanism to secure the forward commitment of
additional Capacity Resources as necessary to satisfy the portion of LSEs’ Unforced Capacity
Obligations not satisfied through Self-Supply, in order to ensure the rehability of the PIM Region
for future Delivery Years;

(c) long-term pricing signals for the development of Capacity Resources, including
demand resources and planned generation resources, to ensure the reliability of the PYM Region;

(d) recognition for the locational and operational reliability benefits of Capacity
Resources;

(e) deficiency charges to ensure progress toward, and fulfillment of, forward
commitments by demand and generation resources to satisfy capacity and operational reliability
requirements;

H measures to identify and mitigate capacity market structure deficiencies; and

() a Reliability Backstop mechanism to ensure that sufficient generation, trangmission
and demand response solutions will be available to preserve system reliability.
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2. DEFINITIONS

Definitions specific to this Attachment are set forth below. In addition, any capitalized
terms used in this Attachment not defined herein shall have the meaning given to such terms
elsewhere in this Tariff. References to section numbers in this Attachment Y refer to sections of
this attachment, unless otherwise specified.

2.1 Annual Revenue Rate

“Annual Revenue Rate” shall mean the rate employed to assess a compliance
penalty charge on a Demand Resource Provider or ILLR Provider under section 11.

2.2 Avoidable Cost Rate

“Avoidable Cost Rate” shall mean a component of the Market Seller Offer Cap
calculated in accordance with section 6.

2.3 Base L.oad Generation Resource

“Base Load Generation Resource” shall mean a Generation Capacity Resource
that operates at least 90 percent of the hours that it is available to operate, as determined by the
Office of the Interconnection in accordance with the PJM Manuals.

2.4  Base Offer Segment

“Base Offer Segment” shall mean a component of a Sell Offer based on an
existing Generation Capacity Resource, equal to the summer net capability of the installed
capacity of such resource, as determined in accordance with the PYM Manuals, minus the EFORd
Offer Segment. If the Sell Offers of multiple Market Sellers are based on a single existing
Generation Capacity Resource, the Base Offer Segments of such Market Sellers shall be
determined pro rata based on their entitlements to Unforced Capacity from such resource.

25 Base Residual Auction

“Base Residual Auction” shall mean the auction conducted four years prior to the
start of the Delivery Year to secure commitments from Capacity Resource as necessary to satisfy
any portion of the Unforced Capacity Obligation of the PJM Region not satisfied through Self-

Supply.
2.6 BuyBid

“Buy Bid” shall mean a bid to buy Capacity Resources in the First Incremental
Auction or Third Incremental Auction.

2,7  Capacity Resource
“Capacity Resource” shall have the meaning specified in the Reliability
Assurance Agreement.
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- 28 Capacity Credit

“Capacity Credit” shall have the meaning specified in Schedule 11 of the
Operating Agreement, including Capacity Credits obtained prior to the termination of such
Schedule applicable to periods after the termination of such Schedule.

29  Capacity Transfer Right

“Capacity Transfer Right” shall mean a right, allocated to LSEs serving load in a
Locational Deliverability Area, to receive payments, based on the transmission import capability
into such Locational Deliverability Area, that offset, in whole or in part, the charges attributable
to the Locational Price Adder, if any, included in the Zonal Capacity Price calculated for a
Locational Delivery Area.

2.10 Cost of New Entry

“Cost of New Entry” shall mean the real levelized cost of a Reference Resource, as
quantified and stated in section 5.

2.11 Daily Deficiency Rate

“Daily Deficiency Rate” shall mean the rate employed to assess certain deficiency
charges under sections 7, 8, or 12.

2.12 Daily Unforced Capacity Obligation

w “Daily Unforced Capacity Obligation” shall mean the capacity obligation of a
Load Serving Entity during the Delivery Year, determined in accordance with Schedule 8 of the
Reliability Assurance Agreement.

2.13 Delivery Year

Delivery Year shall mean the Planning Period for which a Capacity Resource is
committed pursuant to the auction procedures specified in Section 5.

2.14 Season

"Season” shall mean any of the following four periods of a Delivery Year:
Summer (June 1 through August 31); Fall (September 1 through November 30); Winter
(December 1 through February 28); or Spring (March 1 through May 31).

2.15 Variable Resource Requirement Curve

“Variable Resource Requirement Curve” shall mean a series of maximum prices that
can be cleared in a Base Residual Auction for Unforced Capacity, corresponding to a series of
varying resource requirements based on varying installed reserve margins, as determined by the
Office of the Interconnection for the PJM Region and each Locational Deliverability Area in
accordance with the methodology provided in Section 5.
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2.16 Demand Resource

“Demand Resource™ shall have the meaning specified in the Reliability Assurance
Agreement.

2.17 Demand Resource Provider

“Demand Resource Provider” shall mean a Member that has the capability to
reduce load, or that aggregates customers capable of reducing load. A Curtailment Service
Provider, as defined in the Operating Agreement, may be a Demand Resource Provider, provided
it qualifies its load reduction capability as a Demand Resource.

2.18 Demand Resource Factor

“Demand Resource Factor” shall have the meaning specified in the Reliability
Assurance Agreement.

2.19 EFORd

“EFORd” shall have the meaning specified in the PJM Reliability Assurance
Agreement.

2.20 EFORJ Offer Segment

“EFORd Offer Segment” shall mean a component of a Sell Offer permitted under
- section 6 to address the potential for changes in EFORA in the time period between the conduct
of an auction and the final determination of EFORd for a Delivery Year. If the Sell Offers of
multiple Market Sellers are based on a single existing Generation Capacity Resource, the EFORd
Offer Segments of such Market Sellers shall be determined pro rata based on their entitlements
to Unforced Capacity from such resource.

2.21 Final RTO Unforced Capacity Obligation

“Final RTO Unforced Capacity Obligation™ shall mean the capacity obligation for
the PIM Region, determined in accordance with Schedule 8§ of the Reliability Assurance
Agreement.

2.22 First Incremental Auction

“First Incremental Auction” shall mean an auction conducted pursuant to Section 5 in
which Market Sellers that committed Capacity Resources in the Base Residual Auction for a
Delivery Year, which subsequently are determined to be unavailable to deliver the committed
Unforced Capacity in such Delivery Year, may submit Buy Bids for replacement Capacity
Resources.
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2,23 Forecast RTO ILR Obligation

“Forecast RTO ILR Obligation™ shall mean, in unforced capacity, terms the ILR Forecast
for the PJM Region times the DR Factor, times the Forecast Pool Requirement,

2.24 Forecast Zonal ILR Obligation

“Forecast Zonal ILR Obligation” shall mean, in unforced capacity terms, the ILR Forecast
for the Zone times the DR Factor, times the Forecast Pool Requirement.

2.25 Forecast Pool Requirement

“Forecast Pool Requirement” shall have the meaning specified in the Reliability
Assurance Agreement.

2,26 Generation Capacity Resource

“Generation Capacity Resource” shall have the meaning specified in the
Reliability Assurance Agreement.

2.27 ILR Provider

“ILR Provider” shall mean a Member that has the capability to reduce load, or
that aggregates customers capable of reducing load. A Curtailment Service Provider, as such
term is defined in the PJM Operating Agreement, may be an ILR Provider, provided it obtains
certification of its load reduction capability as ILR.

2.28 ILR Forecast

“ILR Forecast” shall mean, for a Delivery Year, the average annual megawatt
quantity of ILR certified for the five Planning Periods preceding the date of the forecast;
provided, however, that before such data becomes available for five Delivery Years under the
Reliability Pricing Model, comparable data on Active Load Management (as defined in the
preexisting reliability assurance agreements) from up to five prior Planning Periods shall be
substituted as necessary; and provided further that, for transmission zones that were integrated
into the PJM Region in the two years prior to the conduct of the Base Residual Auction for the
Delivery Year, data on incremental load subject to mandatory interruption by Electric
Distribution Companies within such zones shall be substituted as necessary.
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2.29 Import Capability

“Import Capability” shall mean, as to an LDA, the capacity emergency transfer limit
for such LDA, as determined by the Office of the Interconnection in accordance with NERC and
Applicable Regional Reliability Council guidelines.

2,30 Incremental Auction

“Incremental Auction” shall mean any of the First Incremental Auction, Second
Incremental Auction, or Third Incremental Auction.

2.31 Incremental Capacity Transfer Right

“Incremental Capacity Transfer Right” shall mean a Capacity Transfer Right
allocated to a Generation Interconnection Customer or Transmission Interconnection Customer
obligated to fund a transmission facility or upgrade, to the extent such upgrade or facility
increases the transmission import capability into a Locational Deliverability Area.

2.32 Interruptible Load for Reliability (ILR)

“Interruptible Load for Reliability” or “ILR” shall have the meaning specified in
the Reliability Assurance Agreement.

2.33 Load Following Requirement

w “Load Following Requirement” shall have the meaning specified in the Reliability
Assurance Agreement.

234 Load Following Resource

“Load Following Resource™ shall have the meaning specified in the Reliability
Assurance Agreement.

235 Load Serving Entity (LSE)

“Load Serving Entity” or “LSE” shall have the meaning specified in the Relhability
Assurance Agreement.

236 Locational Deliverability Area (LDA)

“Locational Deliverability Area™ or “LDA” shall mean a geographic area within
the PJM Region that has limited transmission capability to import capacity to satisfy such area’s
reliability requirement, as determined by the Office of the Interconnection in connection with
preparation of the Regional Transmission Expansion Plan,
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-
2.37 Locational Deliverability Arca Reliability Requirement
“Locational Deliverability Area Reliability Requirement”™ shall mean the projected
internal capacity in the Locational Deliverability Arca plus the Capacity Emergency Transfer
Objective for the Delivery Year, as determined by the Office of the Interconnection in connection
with preparation of the Regional Transmission Expanston Plan.
2.38 Locational Deliverability Requirement
“Locational Deliverability Requirement” shall mean the requirement for Unforced
Capacity to meet the needs of load located in an 1.DA, as determined in accordance with Schedule
10.1 of the Rehability Assurance Agreement.
2.39  locational Price Adder
“Locational Price Adder” shall mean an addition to the marginal valuc of Unforced
Capacity within an .DA as necessary to reflect the price of Capacity Resources required to relieve
applicable binding locational constraints.
2.40 Locational Reliability Charge
“Locational Reliability Charge™ shall have the meaning specified in the Rehability
Assurance Agreement.
- 2.41 Capacity Market Buyer
“Capacity Market Buyer” shall mean a Member that submits bids to buy Capacity
Resources in the First Incremental Auction or Third Incremental Auction.
2.42  Capacity Market Seller
“Capacity Market Seller” shalt mecan a2 Member that owns, or has the contractual
authority to control the output or load reduction capability of, a Capacity Resource, that has not
transferred such authority to another entity, and that offers such resource in the Basc Residual
Auction or an Incremental Auction.
2.43 Net Cost of New Entry
“Net Cost of New Entry” shall mean the Cost of New Entry minus the Net Energy
and Ancillary Service Revenuc Offset, as  defined n Section 5.
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- 2.44 Nominated Demand Resource Value

“Nominated Demand Resource Value™ shall mean the amount of load reduction
that a Demand Resource commits to provide cither through direct load control, firm service level
or guaranteed load drop programs. For existing Demand Resources, the maximum Nominated
Demand Resource Value is limited, in accordance with the PJM Manuals, to the value
appropriate for the method by which the load reduction would be accomplished, at the time the
Base Residual Auction or Incremental Auction is being conducted.

2.45 Nominated ILR Value

“Nominated 1I.R Value™ shall mean the amount of load reduction that an ILR
resource commits to provide cither through direct load control, firm service level or guaranteed
load drop. For ILR, the maximum Nominated ILR Capacity Value is limited, in accordance with
the PJM Manuals, to the value appropriate for the method by which the load reduction would be
accomplished, at the time the 11.R 1s certified.

2.46 Opportunity Cost

“Opportunity Cost™ shall mean a component of the Market Scller Offer Cap
calculated 1n accordance with section 6.

2.47 Peak Season

- “Peak Season™ shall mean the weeks containing the 24™ through 36™ Wednesdays
of the calendar year. Each such weck shall begin on a Monday and end on the following Sunday,
except for the week containing the 36™ Wednesday, which shall end on the following Friday.

2.48 Planning Period

“Planning Period” shall have the meaning specified in the Reliability Assurance
Agreement.

2.49 Planned Demand Resource

“Planned Demand Resource™ shall have the meaning specified in the Reliability
Assurance Agrcement.

2.50 Planned Generation Capacity Resource

“Planned Generation Capacity Resource™ shall have the meaning specified in the
Reliability Assurance Agreecment.

2,51 PJM Region

“PJM Region™ shall have thc mecaning specificd in the Reliability Assurance
Agreemenl.
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2.52  PJM Region Installed Reserve Margin

“PIM Region Installed Reserve Margin™ shall have the meaning specitied 1n the
Reliability Assurance Agreement.

2.53 PJM Region Peak l.oad Forecast

“PIM Region Peak 1.oad Forecast™ shall mean the peak load forecast used by the
Officc of the Interconnection in determining the PJM Region Rehiability Requirement, and shall
be determined on both a preliminary and final basis as set forth in section 5.

2.54  PJM Region Reliability Requirecment

“PJM Region Reliability Requirement”™ shall mean. for purposcs of the Base
Residual Auction, the Forecast Pool Requirement multiplied by the Prelimmary PJM Region Pcak
Load Forecast; and, for purposes of the Seccond Incremental Auction, the Forecast Pool
Requirement multiplied by the Final PJM Region Peak Load Forccast.

2.55 Projected PJM Market Revenues

“Projected PJIM Market Revenues™ shall mean a component of the Market Seller
Offer Cap calculated in accordance with section 0.

-w 2.56  Qualifving Transmission Upgrade

“Qualifying Transmission Upgrade™ shall mean a proposed enhancement or addition
to the Transmission System that: (a} will increase Import Capability into an LDA by a megawatt
quantity certified by the Office of the Interconnection; (b) the Office of the Interconncction has
determined will be in service on or before the commencement of the first Delivery Year for which
such upgrade is the subject of a Scll Offer in the Basc Residual Auction; and (c) a Generation
Intcrconnection Customer or Transmission Interconnection Customer 1s obligated to fund
through a rate or charge specific to such facility or upgrade.

2.57 Reliability Assurance Agreement

“Reliability Assurance Agreement™ shall mean that certain “Reliability Assurance
Agreement Among Load-Serving Entities in the PJM Region,” on filc with 'ERC as PJM
Interconnection, L.L.C. Rate Schedule FERC No. 42.

2.58 Reliability Pricing Model Auction

“Reliability Pricing Model Auction” shall mean the Basc Residual Auction or any
Incremental Auction.
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2.59 Reference Resource

“Reterence Resource”™ shall mean a combustion turbine, identified by manufacturer
and model number, that is reasonably representative of new generating units that could be proposed
for construction in the PJM Region, and for which reliable data is available to permit the calculation
of the Cost of New Entry and the Net Energy and Ancillary Service Revenue Offset, in accordance
with Section 5.

2.60 Capacity Resource Clearing Price

“Capacity Resource Clearing Price” shall mean the price calculated for a Capacity
Resource that offered and cleared in a Basc Residual Auction or Incremental Auction, in
accordance with Section 5.

2.61 Resource Operational Reliability Requirement

“Resource Operational Reliability Requirement™ shall mean the Load Following
Requirement or the Thirty-minute Start Requirement.

2.62 Resource Substitution Charge

“Resource Substitution Charge™ shall mean a charge assessed on Capacity Market
Buyers in a First Incremental Auction or Third Incremental Auction to rccover the cost of
replacement Capacity Resources.

2.63 Operational Reliability l.oad Price Adder

“Qperational Reliability Load Price Adder™ shall mean a component of the Zonal
Capacity Price, in addition to the marginal value of Unforced Capacity. to recover from LSEs in the
PJM Region the cost of Opcrational Reliability Resource Price Adders paid to Market Sellers for
Capacity Resources committed to satisfy applicable Resource Operational Reliability Requirements.

2.64 Operational Reliability Resource Price Adder

“QOperational Reliability Resource Price Adder” shall mean a component of the
Capacity Resource Clearing Price, in addition to the marginal valuc of Unforced Capacity, paid to a
Market Seller for a Capacity Resource committed to satisfy either or both of the Load Following
Requirement or the Thirty-Minute-Start Requirement. Separate adders shall be determined for each
such requircment.
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2.65 Second Incremental Auction

“Second Incremental Auction™ shall mean an auction conducted pursuant to
Scction 5, to secure the commitment of Capacity Resources as necessary to satisfy an increasc in
the PJM Region Peak 1.oad Forecast above that reflected in the Base Residual Auction.

2.66 Self-Supply

“Self-Supply™ shall mean Capacity Resources secured by a Load-Serving Entity,
by ownership or contract, outside a Reliability Pricing Mode! Auction, and used to meet
obligations under this Attachment or the Reliability Assurance Agreement through submission in
a Base Residual Auction of a Sell Offer indicating such Market Seller’s intent that such Capacity
Resource be committed regardless of clearing price. An L.SE may submut a Sell Offer with a
price bid for an owned or contracted Capacity Resource, but such Sell Offer shall not be deemed
“Self-Supply,” solely as such term is used in this Attachment.

2.67  Sell Offer

“Sell Offer” shall mean an offer to sell Capacity Resources in a Base Residual
Auction, Incremental Auction, or Reliability Backstop Auction.

2.68  Sell Offer Price Cap

“Sell Offer Price Cap” shall mean a maximum offer price applicable to certain
Market Sellers under certain conditions, as determined in accordance with Section 6.

2.69 Third Incremental Auction

“Third Incremental Auction™ shall mean an auction conducted pursuant to Scction
5, in which Market Sellers that committed Capacity Resources in the Basc Residual, First
Incremental, or Second Incremental Auction for a Delivery Ycar, which subscquently are
determined to be unavailable to deliver the committed Unforced Capacity in such Delivery Year,
may submit Buy Bids for replacement Capacity Resources.

2.70  Thirty-Minute Start Resource

“Thirty-Minute Start Resource™ shall have the meaning specificd in the Reliability
Assurance Agreement.

2.71  Thirty-Minute Start Requirement

“Thirty-Minute Start Requirement” shall have the meaning specified in the
Reliability Assurance Agreement.
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2.72  Transition Period

“Transition Period™ shall mean the four-year period consisting of the Delivery Years
commencing June 1, 2006, Junc 1, 2007, June 1, 2008, and June 1, 2009.

2.73  Unforced Capacity

“Unforced Capacity™ shall have the meaning specified in the Reliability Assurance
Agreement.

2.74  Zonal Capacity Price

“7Zonal Capacity Price™ shall mean the clearing price required in cach Zone to
mect the demand for Unforced Capacity and satisfy Locational Deliverability Requirements and
Resource Operational Reliability Requirements for the LDA associated with such Zone.

3. RESPONSIBILITIES OF THE OFFICE OF THE INTERCONNECTION

31 Support for Self-Supply

The Office of the Interconnection shall (a) support clectronic tools to facilitate
communication by Market Scllers and Market Buyers of information to the Office of the
Interconnection conceming Self-Supply arrangements; (b) support an clectronic bulletin board

-w providing a forum for prospective buyers and scllers to transact Capacity Resources outside the
Reliability Pricing Model Auctions, in accordance with procedurces set forth in the PJM Manuals;
and (c¢) define one or more capacity trading hubs and determine and publicize values for such hubs
based on the capacity prices determined for onc or more Locational Dchiverability Arcas, in
accordance with thc PJM Manuals.

3.2 Administration of the Base Residual Auction and Incremental Auctions

The Office of the Interconnection shall conduct and administer the Base Residual
Auction and Incremental Auctions In accordance with this Attachment, the Operating
Agreement, and the Reliability Assurance Agreement. Administration of thc Base Residual
Auction and Incremental Auctions shall include, but not be limited to, the following:

a). Determining the qualification of entitics to become Capacity Market
Sellers and Capacity Market Buyers;
- Issued By: Craig Glarer Effective: February 1, 2006
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b). Determining [Locational Deliverability Areas;

c). Determining PJM  Region Pcak load Vorecasts and  Locational
Deliverability Area Reliabiity Requirements:

d) Determining ILR Forecasts;

e). Dctermining the need. if any, for a Sccond Incremental Auction and
calculating the PJM Region Peak Load Forecast for use in such auction;

f. Calculating the EFORJ for each Generation Capacity Resource in the PIM
Region to be used in the Third Incremental Auction;

£). Receiving Buy Bids and  Scll  Offers, determining  Locational
Deliverability Requirements, Resource Operational Reliability Requirements, and
Variable Resource Requirement Curves, and determining the clearing price that
reflects all such inputs;

h). Conducting settlements for auction transactions, including but not limited
to rendering bills to, receiving payments from, and disbursing payments to,
participants in Base Residual Auctions and Incremental Auctions.

1). Maintaining such records of Sell Offers and Buy Bids, clearing price
determinations, and other aspects of auction transactions, as may be appropriate to
the administration of Base Residual Auctions and Incremental Auctions; and

1) Posting of selected non-confidential data used in Reliability Pricing Model
Auctions to calculate clcaring prices and other auction results, as appropriate to
inform market participants of auction conditions.

3.3 Records and Reports

The Office of the Interconnection shall prepare and maintain such records as are
required for the administration of the Base Residual Auction and Incremental Auctions. For
each auction conducted, the Office of the Interconnection shall, consistent with section 18.17 of
the Opcrating Agreement, publish the following: (i) Zonal Capacity Prices for each LDA; (1)
(i) Capacity Resource Clearing Prices for cach LDA; (iii) Operational Reliability Price Adders
and Locational Price Adders; (iv) the total megawatts of Unforced Capacity that cleared; and (v)
such other auction data as may be appropriate to the efficient and competitive conduct of the
Base Residual Auction and Incremental Auctions. Such information shall be available on the
PJM internet sitc through the end of the Delivery Year to which such auctions apply.
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4, GENERAIL PROVISIONS

4.1 Capacity Market Sellers

Only Capacity Market Scllcrs shall be eligible to submit ScH Offers into the Base
Residual Auction and Incremental Auctions. Capacity Market Scllers shall comply with the
terms and conditions of all Sell Offers, as established by the Office of the Interconnection n
accordance with this Attachment and the Operating Agreement.

4.2 Capacity Market Buyers

Only Capacity Market Buyers shall be eligible to submit Buy Bids into the First
Incremental Auction or Third Incremental Auction. Capacity Market Buyers shall comply with
the terms and conditions of all Buy Bids. as cstablished by the Office of the Interconnection in
accordance with this Attachment and the Opcrating Agreement.

4.3 Agents

A Capacity Market Scller may participate in the Basc Residual Auction through
an Agent, provided that the Capacity Market Seller informs the Office of the Interconnection in
advance in writing of the appointment and authority of such Agent. A Capacity Market Buyer
may participate in a First Incremental Auction or a Third Incremental Auction through an Agent,

-w provided that the Capacity Market Buyer informs the Office of the Interconnection in advance 1n
writing of the appointment and authority of such Agent. A Capacity Market Buyer or Capacity
Market Scller participating in such an auction through an Agent shall be bound by all of the acts
or rcpresentations of such Agent with respect to transactions in such auction. Any written
instrument establishing the authority of such Agent shall provide that any such Agent shall
comply with the requircments of this Attachment and the Operating Agreement.

4.4 General Obligations of Capacity Market Buyers and Capacity Market
Sellers

Each Capacity Market Buyer and Capacity Market Scller shall comply with all
laws and regulations applicable to the operation of the Base Residual and Incremental Auctions
and the use of these auctions shall comply with all applicable provisions of this Attachment, the
Operating Agrecment, and the Rcliability Assurance Agreement, and all procedures and
rcquirements for the conduct of the Basc Residual and Incremental Auctions and the PIM Regton
cstablished by the Office of thc Interconnection in accordance with the foregoing.
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4.5 Confidentiality

The following information submitted to the Office of the Interconnection in
connection with any Basc Residual Auction, Incremental Auction, or Rcliability Backstop
Auction shall be deemed confidential information for purposes of Section 18.17 of the Operating
Agreement: (i) the terms and conditions of the Sell Offers and Buy Bids; and (i1) the terms and
conditions of any bilateral transactions for Capacity Resources.

5. CAPACITY RESOURCE COMMITMENT

5.1 Introduction

In accordance with the Reliability Assurance Agrecment, each Load Scrving
Entity is obligated to pay a Locational Reliability Charge for cach LDA in which it serves load
based on the Daily Unforced Capacity Obligation of its loads in such LDA. An LSE may offsct
the Locational Reliability charge for a Delivery Year, in whole or in part, by: (a) Self-Supply of
Capacity Resources in the Base Residual Auction; (b} offering and clearing Capacity Resources
in the Basc Residual Auction or, if onc is conducted, a Sccond Incremental Auction (but only as
to the additional resources allocated through such Second Incremental Auction to such zone);
(c) obtaining certification of load reduction capability as ILR threec months prior 1o the start of
the Delivery Year; (d) receiving payments from Capacity Transfer Rights; or (c) oftering and

- clearing Qualifying Transmission Upgrades in the Base Residual Auction.

5.2 Nomination of Self Supplied Capacity Resources

A Capacity Market Seller, including a Load Serving Entity, may designate a
Capacity Resourcc as Self-Supply for a Delivery year by submitting a Sell Offer for such resource
in the Base Residual Auction in accordance with the procedure and time schedule set forth in the
PIM Manuals, except that the LSE shall indicate its intent in the Scll Offer to commit the resource
regardless of clearing price. Upon receipt of a Self-Supply Sell Offer, the Office of the
Interconnection will verify that the designated Capacity Resource is available, in accordance with
Secction 5.6, and will treat such Capacity Resource as committed in the clearing process of the Base
Residual Auction for such Delivery Year. To address capacity obligation quantity uncertainty
associated with the Variable Resource Requirement Curve, a Load Serving Entity may submit a Sell
Offer with a contingent designation of a portion of its Capacity Resourccs as either Self-Supply (to
the extent required to meet a portion (as specified by the LSE) of the I.SE’s peak load forecast in
each transmission zone) or as subject to an offer price (to the extent not so required), in accordance
with the PJM Manuals.
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53 Commitment of Contractually Purchased Capacity Resources

A Load Scrving Entity that has purchased the night to the capacity output of a
generation resource and desires to commit such right as a Capacity Resource for a Delivery Year
shall be considered a Capacity Market Seller. Such an LSE must submit a Scll Offer in the Base
Residual Auction for such Delivery Ycar, in accordance with the procedure and time schedule sct
forth in the PJM Manuals. In such Sell Offer, the Capacity Resource offered by the 1.SE may be
submitted as Self-Supply or with an offer price.

54 Reliability Pricing Model Auctions

The Office of the Interconnection shall conduct the following Rehability Pricing
Model Auctions:

a). Basc Residual Auction. PIM shall conduct for cach Secason of a Delivery
Year a Basc Residual Auction to sccure commitments of Capacity Resources as needed to satisfy
the portion of the Final RTO Unforced Capacity Obligation not satisficd through Scif-Supply of
Capacity Resources for such Delivery Year.  All Sclf-Supply Capacity Resources must be
offered in the Base Residual Auction. As set forth in section 6.6, all other Capacity Resources,
and ccrtain other existing generation resources, must be offercd in the Base Residual Auction.
Except during the Transition Period, the Base Residual Auction shall be conducted in the month
of May that is four years prior to the start of such Delivery Ycar. The cost of payments to
Capacity Market Sellers for Capacity Resources that clear such auction shall be collected from
l.oad Serving Entitics through the l.ocational Reliahlity Charge during such Delivery Year.

b). Iirst Incremental Auction.

PJM shall conduct for cach Season of a Delivery Ycar a First Incremental Auction
to allow Capacity Market Sellers that committed Capacity Resources in the Base Residual
Auction for such Delivery Year to submit Buy Bids for replacement Capacity Resources. The
need to purchase replacement Capacity Resources may arise from resource retirement, resource
cancellation or construction delay, resource derating, EFORd incrcase, a decrease in the
Nominated Demand Resource Value of a Planned Demand Resource, delay or cancellation of a
Qualifying Transmission Upgrade, or similar occurrences. The cost of payments to Capacity
Market Sellers for Capacity Resources that clear such auction shall be collected from Capacity
Market Buyers that purchase replacement Capacity Resources in such auction. Except during the
Transition Pecriod, the First Incremental Auction shall be conducted in thc month of June that is
twenty-three months prior to the start of  the Delivery Year.
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c). Second Incremental Auction.

PIM shall conduct for cach Season of any Dclivery Year a Sccond Incremental
Auction if necessary to secure additional commitments of Capacity Resource to satisfy an
increase in the Unforced Capacity Obligation of the PIM Region due to a load forccast increase.
Such auction shall be conducted only if the Final RTO Unforced Capacity Obligation less the
Forecast 11.R Obligation, as calculated in accordance with the PJM Manuals immediately prior to
the conduct of the Second Incremental Auction, is 100 megawatts or greater than the quantity of
megawatts cleared in the Base Residual Auction for such Delivery Year. If held. the Sccond
Incremental Auction shall be conducted in the month of Aprl that is thirteen months prior to the
start of such Declivery Year. The cost of payments to Market Sellers for Capacity Resources
cleared in such auction shall be collected from Load Serving Entities through an adjustment to
the Locational Reliability Charge for such Delivery Year.

d). Third Incremental Auction.

PJM shall conduct for each Secason of a Delivery Year a Third Incremental
Auction to allow Capacity Market Scllers that committed Capacity Resources in the Base
Residual Auction, First Incremental auction, or Second Incremental Auction for such Delivery
Year to submit Buy Bids for replacement Capacity Resources.  The need to purchase
replacement Capacity Resources may arise from resource retircment, resource cancellation or
construction delay, resource derating, EFORJ increase, a decrcase in the Nominated Demand
Resource Value of a Planned Demand Resource, delay or cancellation of a Qualifying
- Transmission Upgrade, or similar occurrences. The cost of payments to Capacity Market Sellers
for Capacity Resources that clear such auction shall be collected from Capacity Market Buyers
that purchase replacement Capacity Resources in such auction.  Except dunng the Transition
Period, the Third Incremental Auction shall be conducted in the month of January that 1s four
months prior to the start of such Delivery Year.

5.5 Eligibility for Participation in RPM Auctions

A Capacity Market Scller may submit a Sell Offer for a Capacity Resource 1n a
Basc Residual or Incremental Auction only if such scller owns or has the contractual authority to
control the output or load reduction capability of such resource and has not transferred such
authority to another entity. Capacity Resources must satisfy the capability and deliverability
requirements of Schedules 9 and 10 of the PJM Reliability Assurance Agreement, and, as
applicable, the requirements for Dcmand Resources in Schedule 6 of such agreement.
Additionally, if the Market Seller wishcs to offer the Capacity Resource as a Thirty-minute Start
Resource or Load Following Resource, the resource must be certified as such by the Office of
the Intcrconnection in accordance with Schedule 9.1 of the Reliability Assurance Agreement.
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-
5.6 Sell Offers
Sell Offers shall be submitted or withdrawn via the internet site designated by the
Office of the Interconnection, in accordance with the procedures and time schedule set forth in
the PIM Manuals.
5.6.1 Specifications
A Sell Offer shall state quantities in increments of 0.1 megawatts and shall
specify, as appropriate:
a). Identification and location of the Generation Capacity Resource or
Demand Resource on which such Scll Offer is based;
b) the peried of time during the Delivery Year that such Sell Offer is
applicable; provided, however, that:
i) a Generation Capacity Resource located inside the PJM Region must
offer its Unforced Capacity into the auction in accordance with scction
6. of this Attachment, but may vary its offer price by Scason;
i1) , a Generation Capacity Resource located outside the PJM Region may
vary both its offer price and its offered megawatts of Unforced Capacity
w by Secason;
ii1) a Demand Resource may offer its Nominated Demand Resource Value
cither for the entire Delivery Year or for the Summer Scason, but may not
scparately offer such value for the Fall, Winter, or Spring Scasons; and
iv) a Qualifying Transmission Upgrade may offer its incrcase in Import
Capability only for the entire Delivery year,
c} Minimum and maximum megawatt quantity of Unforced Capacity that the
Capacity Market Scller is willing to offer, or designate as Sclf-Supply, from a Generation
Capacity Resource;
1). Price, in dollars and cents per mcgawatt-day, that will be accepted
by the Capacity Market Seller for the megawatt quantity of Unforced
Capacity offered from such Generation Capacity Resource including, if
applicable, an acceptable price adder for operational reliability resources.
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). Minimum and maximum megawatt quantity of Thirty-minute Start
Resource  and/or lLoad Following Resource Capability that  such
(Generation Capacity Resource will provide.  Such quantities must be no
greater than the Base Offer Segment.

11} The Scll Offer may take the form of an offer curve with varying
price-quantity pairs for varying output levels from the underlying
resource. If the Capacity Market Seller wishes to include an EFORd Offer
Segment, then the Scll Offer shall indicate the quantity level
corresponding to the Base Offer Segment.

d). EFORA of cach Generation Capacity Resource offered.

1}. If a Capacity Markcet Seller is offering such resource in a Basc
Residual Auction, First Incremental Auction, or Sccond Incremental
Auction, the Capacity Market Seller shall specify the EFORd to apply to
the offer.

1). If a Capacity Market Seller 1s committing the resource as Self-
Supply, the Capacity Market Seller shalt specify the EFORd to apply to
the commitment.

1i). The EFORA applied to the Third Incremental Auction will be the

- final FFORd established by the Office of the Interconnection six (6)
months prior to the Delivery Year, based on the actual EFORJ in the PJM
Region during the 12-month period ending September 30 that last
precedes such Delivery Year.

e). The Nominated Demand Resource Value for cach Demand Rcesource.
offered. The Office of the Interconnection shall convert such value to an Unforced Capacity
basis by multiplying such value by the DR Factor times the Forecast Pool Requirement.

f). The price at which the Capacity Market Scller is willing to scll a Demand
Resource, which must be expressed as greater than or equal to a stated Capacity Resource
Clearing Price.

g)- For a Qualifying Transmission Upgrade, the Sell Offer shall specify the
pricc that will be accepted by the Capacity Market Seller, stated in dollars and cents per
megawatt-day as a price difference between a Capacity Resource located outside an LDA and a
Capacity Resource located inside such LDA,; the increase in Import Capability into such LDA to
be provided by such Qualifying Transmission Upgrade, as certified by thc Office of the
Interconnection; and the source and sink LDAs.
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5.6.2 Compliance with PJM Credit Policy

Capacity Market Sellers shall comply with the provisions of the PIM Credit
Policy as sct forth in Attachment Q to this Tanff, including the provisions specific to the
Reliability Pricing Model, prior to submission of Scll Offers in any Rehability Pricing Model
Auction.

5.6.3 Demand Resources

A Scll Offer for a Delivery Year that is based on an existing Demand Resource
located in an LDA that fails the Market Structure Screen for such Delivery Ycar pursuant to
scction 6 shall not be eligible to sct the clearing price in any Base Residual or Incremental
Auction. A Scll Offer based on a Demand Resource shall not receive any Operational Reliability
Resource Price Adder.

5.6.-_ Qualifving Transmission Upgrades

A Qualifying Transmission Upgrade may not be the subject of any Sell Offer in a

Basc Residual Auction unless it has becen approved by the Office of the Interconncction,

including certification of the increasc in Import Capability to be provided by such Qualifying

Transmission Upgrade, no later than 45 days prior to such Basc Residual Auction. No such

- approval shall be granted unless, at a minimum, a Facilitics Study Agreement has been executed

with respect to such upgrade, and such upgrade conforms to all applicable standards of the
Regional Transmission Expansion Plan process.

5.6.4 Market-based Sell Offers

Subject to section 6, a Market Scller authorized by FERC to scll clectric
gencrating capacity at market-based prices, or that is not required to have such authorization,
may submit Scll Offers that specify market-based prices in any Basc Residual Auction or
Incremental Auction..

5.6.5 Availability of Capacity Resources for Sale

a). The Office of the Interconnection shall determine the maximum quantity of
megawatts of Unforced Capacity cach Market Seller may offer in any Basc Residual Auction or
Incremental Auction, through verification of the availability of megawatts of Unforced Capacity
from: (1) Capacity Resources owned by or under contract to the Market Seller, including
Capacity Resources obtained through bilateral contract; {ii) the results of prior Reliability Pricing
Model Auctions, if any, for such Delivery Year,; and (11i) such other information as may bc
available to the Office of the Interconnection. The Office of the Interconnection shall reject Sell
Offers or portions of Scll Offers for Capacity Resources determined by it not to be available for
sale.
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-
b). The Office of the Interconnection shall determine the maximum amount of
Capacity Resources available for sale in a Basc Residual Auction or Incremental Auction as of
the beginning of the period during which Buy Bids and Sell Offers are accepted for cach market,
as applicable, in accordance with the time schedule set forth in the PJM Manuals. To enablc the
Officc of the Interconnection to make this determination, no bilateral transactions for Capacity
Resources applicable to the period covered by an auction will be processed from the beginning
of the period for submission of Scll Offers and Buy Bids, as appropriate, for that auction untl
completion of the clearing determination for that market.  Processing of such bilateral
transactions will reconvene once clearing for that auction 1s completed.
¢). In order for a bilateral transaction for the purchase and sale of a Capacity
Resource to be processed by the Office of the Interconnection, both parties to the transaction
must notify the Office of the Interconnection of the transfer of the Capacity Resource from the
seller to the buyer in accordance with procedures established by the Office of the Interconnection
sct forth 1n the PJM Manuals.
5.7 Buy Bids
Buy Bids shall bc submitted only in a First Incremental Auction or Third
Incremental Auction.  Buy Bids shall specify, as appropriate:
a). The quantity of Unforced Capacity desired, in increments of 0.1
- mcgawatt;
b) that the Buy Bid is applicable for the entire Declivery Year, or the
Season(s) to which 1t is applicable ;
c). The maximum price, in dollars and cents per megawatt per day, that will
be paid by the buyer for the megawatt quantity of Unforced Capacity desired;
d). The maximum amount of Thirty-Minute Start Resource or Load
Following Resource capability desired to be provided by the Capacity Resources
desired; and
c). The desired LDA for a replacement Capacity Resource. In the event of
delay or cancellation of a Qualifying Transmission Upgrade, the Buy Bid shall
specify Capacity Resources in the LDA that was specified as the sink LDA in the
Sell Offer submitted in thc Base Residual Auction for such Qualifying
Transmission Upgrade.
Issued By: Craig Glazer Effective: February 1, 20006
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5.8 Submission of Sell Offers and Buy Bids

Submission of Sell Offers and Buy Bids shall be subject to the following
requirements:

a). A Sell Offer or Buy Bid that fails to specify a positive megawatt quantity
shall be rejected by the Office of the Interconnection.

b). A Buy Bid that fails to specify pnce shall be rejected by the Office of the
Interconnection. A Scll Offer that fails to either designate such offer as self-
scheduied or to specify an offer price shall be rejected by the Office of the
Interconnection

ch All Sell Offers and Buy Bids must be received by the Office of the
Interconnection during a specified period, as determined by the Office of the
Interconnection, in accordance with the PIM Manuals. A Sell Ofter or Buy Bid
may be withdrawn by a notification of withdrawal received by the Office of the
Interconnection at any tme duning the foregoing period, but may not be
withdrawn after such penod.

d). Seli Offers or Buy Bids shall be submitted or withdrawn via the Internet
sitc designated by the Office of the Interconnection; provided, however, that if the
Internet site cannot be accessed at any time during the period specified for the
applicable auction, a Sell Offer or Buy Bid may be submitted or withdrawn by
electronic mail transmitted to the e-mail address specified by the Office of the
Interconnection in the PJM Manuals.

c). Sell Offers must be based on the Capacity Market Scller’s Capacity
Resource position at the opening of the auction’s bidding window.

t) The Office of the Interconnection shall accept a Sell Offer only up to the
megawatt amount of Unforced Capacity of Capacity Resources owned or
controlled by such Capacity Market Scller that has not previously been commatted
for all or any part of the applicable Dclivery Year.

2). A Capacity Market Seller may submit multiple Sell Offers that provide
alternative designations of a Capacity Resource certified for such designations as
either or both of a Load Following Resource or Thirty-minute Start Resource;
provided, however, that no more than one such alternative offer may clear the
auction.
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-
59  Time Standard
All deadlines for the submission or withdrawal of Sell Offers or Buy Bids. or for
other purposcs speciticd in this Attachment, shall be determined by the prevailing time observed
in the Eastern Time zone.
5.10 Auction Clearing Requirements
The Office of the Interconnection shall clear cach Base Residual Auction and
Incremental Auction for a Delivery Year in accordance with the following:
a). Variablc Resource Requirement Curve
The Office of the Interconnection shall determine Variable Resource Requirement
Curves for the PJIM Region and for each Locational Deliverability Arca for such Delivery Year
to cstablish the level of Capacity Resources that will provide an acceptable level of reliability
consistent with the Reliability Principles and Standards. The requirement applicable to a
Delivery Year shall be uscd for each Season of such Delivery Year. It is recognized that the
variable resource requirement reflected in the Variable Resource Requirement Curve can result in
an optimized auction clearing in which the level of Capacity Resources committed for a Delivery
Year exceeds the PJM Region Reliability Requirement (less the Forecast RTO LR Obligation) or
Locational Deliverability Arca Reliability Requirement (less the Forecast Zonal [LR Obligation for
- the Zones associated with such LDA) for such Delivery Year.
1). Mcthodology to Establish the Variable Resource Requircment
Curve
Prior to the Base Residual Auction, in accordance with the schedule n the
PJIM Manuals, the Office of the Interconnection shall cstablish Vanable
Resource Requirement Curves for the PJIM Region and each LDA as
follows:
e Each Variablc Resource Requirement Curve shall be plotted on a graph
on which Unforced Capacity is on the x-axis and price is on the y-axis;
e The Variable Resource Requirement Curve for the PJM Region shall be
plotted by first combining (i) a horizontal line from the y-axis to point
(1), (ii) a straight line connecting points (1) and (2), and (ii1) a straight
line connecting points (2) and (3), and then cutting off the third such linc
with a vertical line extending from point (4) on the x-axis, which vertical
line shall form the last segment of such curve, where:
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e For point (1). price cquals: (two times the Cost of New Entry
minus the Net Fnergy and Ancillary Service Revenue Offsct)
divided by (one minus the pool-wide average EFORd) and
Unforced Capacity ecquals: [the PIM  Region Rchability
Requirement multiplicd by (100% plus the approved PJM
Region Installed Reserve Margin (“IRM™)% minus 3%) divided
by (100% plus IRM%)| minus the Forecast RTO TLR Obligation;

e For point (2), pricc equals: (the Cost of New Entry minus the Net
Fnergy and Ancillary Service Revenue Offset) divided by (one
minus the pool-wide average FFORd) and Unforced Capacity
cquals: [the PJM Region Reliability Requirement multiplied by
(100% plus IRM% plus 1%) divided by (100% plus IRM%)]
minus the Forecast RTO LR Obligation;

e For point (3), price equals zero and Unforced Capacity equals:
[thc PJM Region Reliability Requirement multiplied by (100%
plus IRM% plus 14%) divided by (100% plus IRM%)] minus
the Forecast RTO ILR Obligation; and

- e For point (4), price equals zero and Unforced Capacity equals
[PJM Region Reliability Requircment multiplied by (100%
plus the approved IRM% plus 5%) divided by (100% plus
approved IRM %) minus the Forecast RTO ILR Obligation.

e The same process shall be uscd to cstablish the Vanable Resource
Requirement Curve for each LDA, except that the Locational
Deliverability Arca Reliability Requirement for such LDA shall be
substituted for the PJM Region Reliability Requirement, and the Forecast
Zonal ILR Obligation for the Zoncs associated with such LDA shall be
substituted for the Forccast RTO ILR Obligation.

). Procedure for ongoing review of Variable Resource Requirement
Curve shape

At least every three ycars, the Office of the Intcrconnection shall perform a
review of the shape of the Variable Resource Requirement Curve, as
established by the requirements of the foregoing subsection. Such analysis
shall be based on simulation of market conditions to quantify the ability of
the market to invest in new Capacity Resources and to meet the applicable
reliability requirements on a probabilistic basis. Bascd on the results of such
review, PIM shall prepare a recommendation to either modify or retain the
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- existing Varniable Resource Requirement Curve shape. The Office of the
Interconnection  shall post the recommendation and  shall review  the
reccommendation through the stakeholder process to solicit stakcholder input.
If a modification of the Variable Resource Requirement Curve shape is
recommended, the following process shall be followed:

A). If the Office of the Interconnection determines that
the Variable Resource Requirement Curve shape should be
modificd, Staff of the Office of the Interconnection shall
propose a new Vanable Resource Requirement Curve
shape on or before November 1, prior to the conduct of the
Base Residual Auction for the first Delivery Year in which
the new valucs would be applied.

B).  The PJIM Mcmbers shall review the proposed
modification to the Variable Resource Requirement Curve
shape.

C). The PJM Members shall either vote to endorse the
proposed modification, to proposc alternate modifications
or to rccommend no modification by January L, prior to the
conduct of the Base Residual Auction for the first Delivery
Year in which the new valucs would be applied.

-
D). The PJM Board of Managers shall consider a
proposed modificaion to the Vanable Resource
Requircment Curve shape, and the Office of the
Interconnection shall file any approved modified Vanablc
Resource Requirement Curve shape with the FERC by
January 31, prior to the conduct of the Basc Residual
Auction for the first Delivery Year in which the new values
would be applicd.
).  Cost of New Entry
The Cost of New Entry for the PJM Region shall be $ 198 per MW-Day.
The Cost of New Entry for cach Locational Dcliverability Arca shall be
determined bascd upon the Transmission Owner zoncs that comprise such
Locational Deliverability Arca, as provided in the table below. If an LDA
combines transmission zones with differing Cost of New Entry values, the
lowest such value shall be used.
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(;éographic 1.ocation Within the I " Cost of New EI-I_t-I'_\'
PJM Region Encompassing These

Z.ones in $/MW-Day

PS. JCP&L.. AE, PECO, DPL, RECO | 198

" PPL. BGE, PEPCO. MeclEd. Penelec, 203
APS, UGI, DQL

I AEP, Dominion, Duyl(m, ComEd 202

| I |

iv).  Net Encrgy and Ancillary Market Revenue Offsct

A) The Office of the Intcrconnection shall determine the Net Energy
and Ancillary Market Revenue Offset each year for the PIM Region as (A)
the annual average of the revenues that would have been reccived by the
Reference Resource during the six calendar years preceding the time of
the determination, based on (1) the heat rate, varniable cost. and other
characteristics of such Reference Resource; (2) fuel prices reported during

- such period at an appropriate pricing point for the PJM Region, with a fuel
transmission adder appropriate for such region, as sct forth in the PIM
Manuals. and actual PJM hourly average Locational Marginal Prices
recorded in the PIM Region during such six-year period; and (3) an
assumption that the Reference Resource would be dispatched whenever
the PJM Region-average LMP is greater than the delivered fuel cost and
variable operation and maintenance cxpenses of such resourcc (where
such expenses are assumed to equal $5.00 per MWh); plus (B) ancillary
service revenucs of $2,254 per MW-year .

B) The Office of the Interconnection also shall determine a Net
Energy and Ancillary Market Revenue Offsct each ycar for each sub-
region of the PJM Region for which thc Cost of New entry is determined,
as identificd above, using the same procedures and methods as set forth in
the previous paragraph; provided, however, that: (A) the average hourly
LMPs for the transmission zone in which such resource was assumed to be
installed for purposes of thc CONE cstimate (as specified in the PJIM
Manuals) shall be uscd in place of thc PJM Region-average hourly LMPs;
(B) if two calendar years of LMP data are not available for such zone, the
PJM Region revenue offset shall be used for such sub-region; and (C) if
more than two, but less than six, calendar years of LMP data are available
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- for such zone. the relationship between the sub-region and PIM Region
revenue estimates during the years for which such data is available shall
be used to estimate the sub-region revenues during the vears for which
such data is not available.

V). Process for FEstablishing Parameters of Varable Resource
Requirement Curve

A).  The paramecters of the Variable Resource Requirement
Curve will be established prior to the conduct of the Base Residual
Auction for a Delivery Year and will be used for such Base
Residual Auction.

B). The Office of the Interconnection shall determine the PJM
Region Reliability Requirement and the Locational Deliverability
Arca Rcliability Requirement for each Locational Deliverability
Area on or before March 31st, prior to the conduct of the Base
Residual Auction for the first Delivery Year in which the new
valucs will be applied, in accordance with the Reliability
Assurance Agreement.

C). At least cvery three years, the Office of the Interconnection
- shall review the calculation of the Cost of New Entry for the PJM
Region and for each Zone.

1). If the Office of the Interconnection determines that
the Cost of New Entry values should be modified, Staff of
the Office of the Interconnection shall propose new Cost of
New Entry values on or before November 1, prior to the
conduct of the Base Residual Auction for the first Delivery
Year in which the new values would be applied.

2). The PJM Members shall review the proposed
values.

3. The PJIM Members shall either vote to endorse the
proposed values or proposc alternate values by January 1,
prior to the conduct of the Basc Residual Auction for the
first Delivery Ycar in which the new values would be
applied.

4). The PJM Board of Managers shall consider Cost of
New Entry values, and the Office of the Interconnection
shall file any approved modificd Cost of New Entry values
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- with the FERC by January 31, prior to the conduct of the
Base Residual Auction for the first Delivery Year in which
the new values would be applied.

D). At least every three years, the Office of the Interconnection
shall review the methodology set torth in this Attachment for
determining the Net Encrgy and Ancillary Services Revenue Offset
for the PJM Region and for cach Zone.

1). If the Office of the Interconnection determunes that
the Net Energy and Ancillary Services Revenue Offsct
methodology should be modified, Staff of the Office of the
Interconnection shall proposc a new Net Energy and
Ancillary Services Revenue Offset methodology on or
before November 1, prior to the conduct of the Basc
Residual Auction for the first Delivery Year in which the
new methodology would be apphed.

2). The PJM Members shall review the proposed
methodology.

3). The PJM Members shall cither vote to endorse the
proposed mcthodology or propose an  altcrnate

- methodology by January 1, prior to the conduct of the Base
Residual Auction for the first Delivery Ycear in which the
new methodology would be apphicd.

4). The PJM Board of Managers shall consider the Net
Revenue Offset methodology, and the Office of the
Intcrconnection shall file any approved modified Net
Energy and Ancillary Services Revenue Offset values with
thc FERC by January 31, prior to the conduct of the Basc
Residual Auction for the first Delivery Year in which the
new values would be applicd.

b). Resource Operational Reliability Requirements

The Office of the Interconnection shall establish Resource Operational Rehability
Requirements, in accordance with the Reliability Assurance Agreement, prior to the Base Residual
Auction for the Delivery Ycar to ensure that the Generation Capacity Resources committed for
the Delivery Yecar in the PJM Region have sufficient operational flexibility to maintain
reliability.
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c). Locational Requirements

The Office of Interconnection shall establish Locational Requirements prior to the
Base Residual Auction to quantify the amount of Unforced Capacity that must be committed in
each l.ocational Deliverability Arca, in accordance with the PIM Rcliability Assurance
Agreement.

d). Preliminary PJM Region Peak Toad Forecast for the Delivery Year

The Office of the Interconnection shall cstablish the Preliminary PJM Region
Load Forecast for the Delivery Year in accordance with the PJM Manuals by March 31, prior to
the conduct of the Base Residual Auction for such Delivery Year.

c). Final PJM Region Peak Load Forecast for Second Incremental Auction

The Office of the Interconnection shall establish the Final PJM Region Peak F.oad
Forecast for a Delivery Year in accordance with the PJM Manuals by February 28, prior to the
conduct of the Second Incremental Auction for such Delivery Year.

511 Posting of Information Relevant to the RPM Auctions

a). In accordance with the schedule provided in the PJM Manuals, PIM will
w post the following information for a Delivery Year prior to conducting the Base Residual
Auction for such Delivery Ycar:

1). The Preliminary PJM Region Peak Load Forecast (for the
PJM Region, and allocated to each Zone) and the I1.R Forecast by
Locational Deliverability Arca;

). The PIM Region Installed Reserve Margin, the Pool-wide
average EFORA, and the Forecast Pool Requirement,

11). The Demand Resource Factor;

iv).  The PJM Region Reliability Requirement, and the Vanable
Resource Requirement Curve for the PJIM Region;

v). the Locational Deliverability Arcas;

vi).  The Locational Deliverability Area Reliability Requircment
and the Vanablc Resource Requirement Curve for each Locational
Deliverability Area;
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vii).  Any Transmission Upgrades that are expected to be in
service for such Dehivery Year,

viii). the Resource Operational Reliability Requirements

ix).  the bidding window time schedule for cach auction to be
conducted for such Delivery Year

X). the Net Energy and Ancillary Service Revenue Offset
values for the PJM Region for usc in thc Variable Resource
Requircment Curves for the PIM Region and cach Locational
Dcliverability Area; and

Xi) the results of the Preliminary Market Structure Screen for
cach Locational Deliverability Arca.

b). The information listed in (a), with the exception of the Preliminary PJM
Region Peak Load Forecast and the Variable Resource Requirement Curves, will continue to be
posted and applicable for the First, Sccond, and Third Incremental Auctions for such Dclivery
Year. The Variable Resource Requirement Curves shall remain posted during the auction
process for a Dclivery Yecar, but shall be uscd only in the Base Residual Auction for such
- Declivery Yecar.

c). In accordance with the schedule provided in the PJM Manuals, PJM will
post the Final PJM Region Peak Load Forecast and the allocation to cach zone of the incremental
obligation resulting from such final forecast, prior to conducting the Second Incremental Auction
for such Delivery Year,

d). In accordance with the schedule provided in the PJM Manuals, PJIM will
advise owners of Generation Capacity Resources of the updated EFORd values for such
Generation Capacity Resources prior to the conduct of the Third Incremental Auction for such
Delivery Yecar.

5.12 Conduct of RPM Auctions

The Office of the Interconnection shall employ an optimization algorithm for cach
Base Residual Auction and cach Incremental Auction to evaluate the Sell Offers and other inputs
to such auction to determine the Sell Offers that clear such auction.

a) Base Residual Auction

For cach Base Residual Auction, the optimization algorithm shall consider:

o All Sell Offers subnutted in such auction;
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- e the Variable Resource Requirement Curves for the PJIM Region and
cach LDA;

o uany constraints  resulting  from  the  Locational  Deliverabihity
Requirement,

s any constraints resulting from the Resource Operational Rehability
Requirements;

o the PJM Region Reliability Requirement, minus the Forecast RTO [LR
Obligation.

The optimization algorithm shall be applied simultancously to cach Scason to calculate the
overall clearing result by Scason to minimize the cost of satisfying the rehabihity requirements
over the entire Delivery Year while respecting all applicable requirements and constraints. The
Sell Offer price of a Qualifying Transmission Upgrade shall be treated as a capacity price
differential between the source LDA and sink LDA specified in such Sell Offer, and the Import
Capability provided by such upgrade shall clear to the extent the difference in clearing prices
between such source 1LDA and sink LDA is greater than the price specified in such Sell Offer.
The Capacity Resource clearing results and Capacity Resource Clearing Prices so determined
shall be applicable for cach Season of such Delivery Year.

b) First Incremental Auction
For cach First Incremental Auction, the optimization algonthm shall consider:

e the same Locational and Opcrational Rcliability constraints that were
modeled in the Base Residual Auction ; and

» the Sell Offers and Buy Bids submuitted in such auction.

The optimization algorithm shall calculate the overall clearing result on a scasonal basis to
minimize the cost over the entire Delivery Yecar of committing replacement Capacity Resources
in response to the Buy Bids submitted, while satisfying or honoring such reliability requirements
and constraints.

c) Second Incremental Auction
For each Second Incremental Auction, the optimization algorithm shall consider:

e Thc PJM Rcgion Rcliability Requirement, less the Forecast RTO ILR
Obligation;

e For each [.LDA, such L.LDA’s share of the Final RTO Pcak l.oad Forecast less
the Forecast RTO ILR Obligation;
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- e The Sell Offcers submitted in such auction;
e The Unforced Capacity previously committed for such Delivery Year; and

o the same Locational Deliverability Requirements and Resource Operational
Reliability Requirements that were modeled in the Base Residual Auction.

The optimization algorithm shall calculate the overall clearing result on a seasonal basis to
minimize the cost over the entire Delivery Year to satisfy the Unforced Capacity Obligation of
the PJM Region to account for the Final PJM Peak Load Forecast, while satisfying or honoring
such reliability requirements and constraints.

d). Third Incremental Auction
For cach Third Incremental Auction, the optimization algorithm shall consider:

e the same Locational and Operational Reliability constraints that were
modeled in the Base Residual Auction ; and

e the Sell Offers and Buy Bids submitted in such auction.

The optimization algorithm shall calculate the overall cleanng result on a
scasonal basis to minimize the cost over the entire Delivery Ycar of committing

- replacement Capacity Resources in response to the Buy Bids submitted, while
satisfying or honoring such reliability requirements and constraints.

5.13 Certification of I1.R

No later than three months prior to the start of the Delivery Year, ILR Providers
may submit resources for review and certification by the Officc of the Interconnection, in
accordance with the Reliability Assurance Agreement and the PJM Manuals, as ILR Resources
for the Dclivery Year. In accordance with Schedule 6 of the Reliability Assurance Agreement,
ILR Providers must provide the Nominated ILR Value for the ILR resources certified. ILR
Resources are not permitted on a scasonal basis.

5.14 Clearing Prices and Charges
a). Capacity Resource Clearing Prices

For cach Base Residual Auction and Increcmental Auction, the Office of the
Intcrconnection shall calculate for cach Scason a clcaring price to be paid for each
megawatt-day of Unforced Capacity that clears for such Season in such auction. The
Capacity Resource Clearing Price for cach 1.DA will be the sum of the following: (1) the
marginal value of system capacity, (2) the Locational Price Adder, if any in such LDA,
(3) the Operational Reliability Resource Price Adder for Load Following Resources if the
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- Capacity Resource 1s committed to satisfy the Load Following Requiremient, and (4) the
Operational Rehabihity Resource Price Adder for Thirty Minute Start Resources, if the
Capacity Resource is committed to satisfy the Thirty Minute Start Requirement, all as
determined by the Office of the Interconnection based on the optimization algorithm.

b) Resource Make-Whole Payments

If"a Sell Offer spectfies a minimum block, and onty a portion of such block 1s
required to clear the market in a Base Residual or Incremental Auction, such Scll Offer shall
clear at the specified minimum block MW quantity but shall not be reflected in the marginal
valuc of system capacity. For cach such Secll Offer that clears above the Capacity Resource
Clearing Price, the Capacity Market Seller shall receive a Resource Make-Whole Payment cqual
to the Sell Offer price minus the Capacity Resource Clearing Price in such auction. The cost for
any such Resource Make-Whole Payments required in a Base Residual Auction or Second
Incremental Auction shall be collected pro rata from all LSEs based on their Daily Unforced
Capacity Obligations. The cost for any such Resource Make-Whole Payments required in a First
or Third Incremental Auction shall be collected from all Capacity Market Buyers on a pro-rata
basis based on the MWs purchased in such auction.

c). Qualifying Transmission Upgrade Payments

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying
Transmission Upgrade that clears in the Base Residual Auction shall receive a payment equal to
bt the Locational Price Adder of the LDA into which the Qualifying Transmission Upgrade i1s
offered multiplicd by the megawatt quantity of Import Capability cleared from such Sell Offer.
Such payments shall be reflected in the Locational Price Adder determined as part of the Final
Zonal Capacity Price for the Zone associated with the sink LDA specified in such Sell Offer.

d). Locational Reliabihity Charge

In accordance with the Reliability Assurance Agreement, each LSE shall incur
during cach Season of the Delivery year a Locational Rchability Charge (subject to certain
offsets as described in sections 5.13 and 5.15) equal to such LSE’s Daily Unforced Capacity
Obligation in a Zone during such Delivery Yecar multiplicd by the applicable Final Zonal
Capacity Price for such Season in such Zonc.

e) The Office of the Intcrconnection shall determine Zonal Capacity Prices
for cach Secason in accordance with the following, based on the optimization algorithm:

1). The Office of the Intcrconncction shall calculate and post
the Prcliminary Zonal Capacity Prices for each Scason of a
Delivery Year following thc Base Residual Auction for such
Dclivery Year. The Preliminary Zonal Capacity Price for each
1.DA shall be the sum of: 1) the marginal value of system capacity;
2) the Locational Pnice Adder, if any, for such LDA; 3) the
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- Operational Reliability Load Price Adder, if any, determined in
accordance with 1i) below ; and 4) an adjustment, 1if required, to
account for Resource Make-Whole Payments, all as determined in
accordance with the optimization algorithm.

1} The Operational Reliability Load Price Adder for cach
Scason of a Delivery Year shall equal:  {(the Operational
Rcliability Resource Price Adder for the Load-Following
Requirement multiplied by the megawatts of Unforced Capacity
committed to satisfy such requirement) plus (the Operational
Reliability Resource Price Adder for the Thirty-Minute-Start
Requirement multiplied by the megawatts of Unforced Capacity
committed to satisfy such requirement)] divided by, for the Base
Residual Auction, the sum of the total megawatts of Unforced
Capacity cleared in such auction plus the Forecast RTO ILR
Obligation, or, for the Sccond Incremental Auction, the total
mecgawatts of Unforced Capacity cleared in such auction.

ii1).  The Office of the Interconnection shall calculate and post
the Adjusted Zonal Capacity Price for cach Season following cach
Sccond Incremental Auction. The Adjusted Zonal Capacity Price
for each LDA shall equal (1) the Preliminary Zonal Capacity Price,
plus (2) the Zonal Capacity Price for such LDA in the Second
Incremental Auction minus the Preliminary Zonal Capacity Price
for such LDA, multiplicd by the ratio of (y) the total megawatts of
Unforced Capacity cleared in the Second Incremental Auction
divided by (z) the sum of the megawatts of Unforced Capacity
cleared in the Basc Residual Auction and the megawatts of
Unforced Capacity cleared in the Sccond Incremental Auction,
plus the Forccast RTO ILR Obligation.

iv).  The Officc of the Interconnection shall calculate and post
the Final Zonal Capacity Price for cach Season after all ILR
resources arc certified for the Delivery Yecar. The Final Zonal
Capacity Price for each LDA shall cqual the Adjusted Zonal
Capacity Price, as further adjusted to reflect the certified ILR
compared to the 11.R Forecast previously uscd for such Delivery
Year, and any decreases in the Nominated Demand Resource
Value of any existing Demand Resource clcared in thc Base
Residual Auction and Sccond Incremental Auction.
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f). Resource Substitution Charge

Each Capacity Market Buyer in the First Incremental Auction or Third
Incremental Auction shall pay a Resource Substitution Charge equal to the Capacity Resource
Clearing Price resulting from such auction multiplied by the megawatt quantity of Unforced
Capacity purchased by such Market Buyer in such auction.

5.15 Capacity Transfer Rights

(a) To recognize the value of Import Capability and provide a partial offsct to potential
Locational Price Adders that may be determined for an LDA, the Office of the Interconnection shall
allocate Capacity Transfer Rights to cach [.SE serving load in such LDA pro rata based on such
LSE:'s Daily Unforced Capacity Obligation in such LDA. The total megawatts of Capacity Transfer
Rights available for allocation shall equal the megawatts of Unforced Capacity imported into such
I.DA as detcrmined in the Basc Residual Auction, less any Incremental Capacity Transfer Rights
into such I.DA allocated pursuant to section 5.16, and shall be subject to change in subsequent
Declivery Years as a result of changes in the quantity of such Unforced Capacity imported into such
I.LDA. Yach change in an LSE’s Daily Unforced Capacity Obligation during a Delivery Year shall
result in a corresponding change in the Capacity Transfer Rights allocated to such LSE.
(b) For purposcs of any Base Residual Auction in such LDA that results in a positive Locational
Price Adder, the holder of the Capacity Transfer Rights shall receive a payment cqual to (1) the

- Scasonal Locational Price Adder determined as a result of such auction for such LDA, multiplicd by
(i1) the megawatt quantity of the Capacity Transfer Right allocated to such LSE.

(c) For purposcs of any Scason in the Second Incremental Auction in such LLDA
that results in a positive Locational Price Adder, the holder of a Capacity Transfer Right shall
receive a payment equal to (1) the Locational Price Adder determined as a result of such auction in
that Scason for such LDA, multiplied by (i1) the megawatt quantity of the Capacity Transfer Right
allocated to such LSE, multiplied by (in) the ratio of the increase in the quantity of Unforced
Capacity imported into such LDA from the Base Residual Auction to the Second Incremental
Auction, divided by the quantity of Unforced Capacity imported into such LDA in the Basc
Residual Auction.

(d) Capacity Transfer Rights shall be transferable. A purchaser of Capacity
Transfer Rights from the original party allocated such rights shall receive any payments due under
this section or section 5.16, provided the scller and purchaser of such nights timely notify the Office
of the Interconncction of such purchase, in accordance with procedures specificd in the PJM
manuals.
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- 5.16 Incremental Capacity Transfer Rights

(a) The Office of the Interconnection shall allocate Incremental Capacity
Transfer Rights to a Generation Interconnection Customer or Transmission Interconnection
Customer obligated to fund a transmission facility or upgrade through a rate or charge specific to
such facility or upgrade, to the extent such upgrade or facility increases the Import Capability
into a Locational Deliverability Area, with respect to any such transmission facility or upgrade
interconnected to the Transmission System pursuant to Part IV of this Tanff, including
transmission facilitics or upgrades interconnected to the Transmission System pursuant to Part
IV prior to the effective date of this Attachment Y. incremental Capacity Transfer Rights shall
be available for a facility or upgrade for a Delivery Year only if the Office of the Interconnection
certifies the quantity of Import Capability provided by such facility or upgrade at least 45 days
prior to the Base Residual Auction for such Delivery Yecar. The megawatt quantity of
Incremental Capacity Transfer Rights allocated to such an Interconnection Customer shall cqual
the megawatt quantity of the increasc in Import Capability across a focational constraint resulting
from such upgrade or facility. A Capacity Market Scller that offers and clears a Qualifying
Transmission Upgrade in thc Base Residual Auction for a Delivery Year shall not receive
Incremental Capacity Transfer Rights with respect to such upgrade for such Dclivery Year.

(b) For any Base Residual or Incremental Auction that results in a positive
Locational Price Adder for such I.DA, the holder of an Incremental Capacity Transfer Right
shall reccive a payment equal to such Locational Pricc Adder multiplicd by the megawatt
quantity of the Incremental Capacity Transfer Right allocated to such Intcrconnection Custonter.

6. MARKET POWER MITIGATION
6.1 Applicability

The provisions of the Market Monitoring Plan in Attachment M to this Tariff apply to the
Rcliability Pricing Modcl Auctions. In addition, PIM shall apply market power mitigation
measures, as sct forth in this scction 6, to any Base Residual Auction or Incremental Auction for
any Locational Deliverability Area having a Locational Pricc Adder greater than zero as
determined by the optimization algorithm pursuant to section 5.12, but only in the event the Sell
Offers that were accepted by such algorithm to resolve any locational constraint giving rise to the
Locational Price Adder (and that would not have becn accepted abscnt such constraint), and all
Sell Offers that would resolve such constraint remaining available but unacccpted by such
algorithm, collectively fail the Market Structure Screen set forth in this section 6. PYM shall also
apply market power mitigation measures, as sct forth in this section 6, to any Basc Residual
Auction or Incremental Auction for the entire PJM Region. This section also specifics an offer
requirement applicable to all Capacity Resourccs, regardless of Locational Deliverability Arca.
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- 6.2 Process

(a) The Office of the Interconnection shall determine and post the I.DAs for a
Delivery Year by no later than four months prior to the conduct of the Base Residual Auction for
such Delivery Year. By no later than three months prior to the conduct of the Base Residual
Auction and each Incremental Auction for such Delivery Year, the Office of the Interconnection
shall post the results of the Market Monitoring Unit’s application of the Preliminary Market
Structure Screen set forth below to each such LDA and to the entire PJM Region.

(b) In accordance with the schedule specified in the PJM Manuals. following PIM’s
conduct of a Base Residual Auction or Incremental Auction pursuant to section 5.12. but prior to
PJM’s final determination of clearing prices and charges pursuant to section 5.14, PJM shall: (1)
apply the Market Structure Test to any L.LDA having a Locational Price Adder greater than zero
and to the entire PJM region: (ii) apply Offer Caps, if required under this section 6; and (i)
recompute the optimization algorithm to clear the auction with the Offer Caps in place.

6.3 Market Structure Tests
(a) Prcliminary Market Structure Screen.

(1) In sufficient time to permit the posting required by section 6.2(a), the
Market Monitoring Unit shall apply the Prehminary Market Structure Screen to identify
the [.DAs in which Capacity Market Sellers must provide the data specified in section 6.7
for any auction conducted with respect to such Delivery Year and whether Capacity
Market Scllers must provide this data for the entire PIM Region. For cach [L.DA and for
the PIM Rcegion, the Preliminary Market Structure Screen will be based on: (1) the
Unforced Capacity available for such Delivery Year from Generation Capacity Resources
located 1in such arca; (2) the Locational Deliverability Area Reliability Requirement and
the PJM Reliability Requirement; and (3) any firm obligations to scll Unforced Capacity
from such Generation Capacity Resources for such Delivery Year, including [.SE
obligations to serve load at a fixed price and firm bilateral requirements to serve load at a
fixed price.

(1)  An LDA or the entire PIM Region shall fail thc Preliminary Market
Structure Screen, and Capacity Market Sellers owning or controlling any Capacity
Resource located in such LDA or region shall be required to provide the information
specified in section 6.7, if any onc of the following three conditions is met: (1) the
market share of any Capacity Market Seller exceeds twenty percent; (2) the HHI for all
such scllers is 1800 or higher; or (3) there arc not morc than three jointly pivotal
suppliers.

(b) Market Structure Test.
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- (1) In accordance with the schedule set under section 6.2, the Market
Monitoring Unit shall apply the Market Structure Test to an LDA or the PJM Regionf
the conditions specified in section 6.5 are met as to such 1.LDA.

(n) An LLDA or the PJM Region shall fail the Market Structure Test, and
mitigation shall be applied, 1if. as to the Scll Offers descnbed 1n section 6.1, there are not
more than three jointly pivotal suppliers.

(c) Netting of Firm Obligations

In applying the market structure screen and market structure test, the Market Monitonng
Unit shall net against a Capacity Market Seller’s Unforced Capacity the pumber of
megawalts of such Capacity Market Seller’s firm obligation to serve load during such
Delivery Year, including utility obligations to serve load in the LDA at a fixed price and
firm bilateral requirements to scrve such load at a fixed price, but only to the extent such
Capacity Market Seller offers such Unforced Capacity into the Base Residual Auction at
a price of zero. Such Capacity Market Scller shall be paid the applicable Capacity
Resource Clearing Price with respect to such Unforced Capacity.

6.4 Market Seller Offer Caps

The Market Seller Offer Cap, stated in dollars per MW -ycar, applicable to price-quantity

- offers within the Base Offer Scgment for an existing Generation Capacity Resource shall be the

Avoidable Cost Ratc for such resource, less the Projected PJM Market Revenues for such

resource. The Market Scller Offer Cap applicable to prnice-quantity offers within the EFORd

Offer Segment for an cxisting Generation Capacity Resource shall be the net Cost of New Entry

for the Delivery Year. Notwithstanding the foregoing, the Market Seller Offer Cap for an

existing Generation Capacity Resource shall be the Opportunity Cost for such resource. if
applicable in accordance with section 6.7,

6.5 Mitigation

The Office of the Interconnection shall apply market power mitigation measures (o any
Base Residual Auction or Incremental Auction for any LDA that, without mitigation, would have
a Locational Price Adder grcater than zero, but only in the event the Sell Offers that would be
accepted by the optimization algorithm to resolve any locational constraint giving rise to the
Locational Price Adder (and that would not have been accepted absent such constraint), and all
Scll Offers that would resolve such constraint remaining available but unaccepted by such
algorithm, collcctively fail the Market Structurc Test. The Office of the Intcrconnection also
shall apply market powcr mitigation measures to any Base Residual Auction or Incremental
Auction as to the entire PJM Region in the cvent that the Sell Offers that would be accepted by
the optimization algorithm to clear the cntire PJM Region, including Scll Offers remaining
available but unaccepted by such algorithm, collectively fail the Market Structure Test.
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a) Mitigation for Generation Capacity Resources.

1}. Existing Generation Resource.

Mitigation will be applied on a unit-specific basis and only if the Scll Offer of
Unforced Capacity from a Generation Capacity Resource: (1) is greater than the Market
Seller Offer Cap applicable to such resource; and (2) would, absent mitigation, increasc
the Capacity Resource Clearing Price in the relevant auction. If such conditions are met,
such Sell Offer shall be set equal 10 the Market Scller Offer Cap.

i1). Planned Generation Resources

The Market Seller Offer Cap shall not be applied to Sell Offers of Planned
Generation Resources.

b) Mitigation for Demand Resources

The Market Scller Offer Cap shall not be applied to Sell Offers of Planned Demand
Resources. When the Market Structure Test is failed, any Sell Offers of existing Demand
Resources shall not be considered in determining the Capacity Resource Clearing Price in any
auction for the market for which such test was failed.

b 6.6 Offer Requirement for Capacity Resources

(a) To avoid application of subscction (d), all Unforced Capacity of all existing
Generation Capacity Resources located in the PIM Region shall be offcred (which may include
submission as Self-Supply) in the Base Residual Auction for each Scason of a Delivery Year, where
Unforced Capacity is determined using an FEFORd less than or equal to the EFORJ for the 12
months ended three months prior to the submission of such offers.

(b) Notwithstanding the forcgoing, to address the risk of a change in EFORd between
the auction and the Delivery Year, a Capacity Market Scller may include an EFORd Offer Scgment
in its Sell Offer(s) pursuant to section 6.7.

{c) Existing gencration resources in the PJM Region capable of qualifying as a
Generation Capacity Resource may not avoid the rule in subscction (a) by failing to qualify as a
Generation Capacity Resource, or by attempting to remove a unit previously qualified as a
Generation Capacity Resource from classification as a Capacity Resource, excepting only
gencration resources that, as shown by appropriate documentation: (i} are reasonably expected to be
physically unablec to participate in the relevant Delivery Year; (i) have a financially and physically
firm commitment to an external salc of its capacity, or (iii) were interconnected to the Transmission
System as Encrgy Resources and not subscquently converted to a Capacity Resource.

(d)  Any existing generation resourcc located in thec PYM Region that is not offered into
the Base Residual Auction for cach Scason of a Delivery Year, and that does not mect any of the
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- exceptions stated in the prior subscction: (1) may not participate in any subsequent auctions
conducted for such Delivery Year, (if) shall not receive any payments under section 5.14 for such
Delivery Year; and (ii1) shall not be permitted to satisfy any LSL’s Unforced Capacity Obligation,
or any entity’s obligation to obtain the commitment of Capacity Resources. for such Delivery Year.

(e) To avoid application of subscction (f), any cxisting Generation Capacity Resource located in
the PJM Region that is offered into the Base Residual Auction for a Delivery Year, but that docs not
clear in such auction, shall be offered in the First. Second, and Third Incremental Auctions for such
Delivery Year, unless such Generation Capacity Resource, as shown by appropnate documentation,
(i) is reasonably expected to be physically unable to participate in the relevant auction; (i) has a
financially and physically firm commitment to an external sale of its capacity; or (i) were
interconnected to the Transmission System as an Energy Resource and not subsequently converted
to a Capacity Resource.,

(H Any existing Generation Capacity Resource located in the PJM Region that i1s
offercd into the Base Residual Auction for a particular Delivery Year, does not clear 1in such
auction, is not offered into the First, Second, or Third Incremental Auctions for such Delivery Year,
and doecs not meet any of the exceptions stated in subsection (c): (1) may not participate 1 any
subsequent auctions conducted for such Delivery Year; (i) shall not receive any payments under
section 5.14 for such Delivery Year; and (iii) shall not be permitted to satisfy any LSE’s Uinforced
Capacity Obligation, or any entity’s obligation to obtain the commitment of Capacity Resources, for
such Dchvery Year.

() In addition to the remedics set forth in subsections (c). (d), (¢), and (f), if the Market
- Monitoring Unit determines that one or more Capacity Market Sellers” failure to ofter part or all of
onc or morc existing generation resources into an auction would result in an increase of greater than
five percent in any Zonal Capacity Price determined through such auction, thc Office of the
Interconnection shall apply to FERC for an order, on an cxpeditcd basis, directing such Capacity
Market Scller to participatc in the auction, or for other appropriate relict, and PJM will postpone

clearing the auction pending FERC's decision on the matter.

6.7 Data Submission

(a) Potential participants in any PJM Reliability Pricing Model Auction shall submit
the following data, (all submitted data is subject to verification by the MMU) together with
supporting documentation for each item, to thc Market Monitoring Unit no later than four
months prior to the posted date for the conduct of such auction:

i. alist of owned or controlled generation resources by PJM transmission zone for the
specificd Delivery Year, including the amount of gross capacity, the EFORJ and the
net (unforced) capacity,

ii. all firm obligations to sell capacity for the Delivery Year, including LSE obligations
to serve load at a fixed price or a firm bilateral requirement to scll capacity at a fixed
price.
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(b) Potential participants in any PJM Reliabtlity Pricing Model Auction in any LDA
that fails the Preliminary Market Structure Screen shall, in addition, submit the following data,
(all submitted data is subject to verification by the MMU) together with supporting
documentation for each item, to the Market Monitoring Unit no later than two months prior to
the conduct of such auction:

i. If the Capacity Market Seller intends to submit a non-zero price in its Sell Offer in
any such auction, the Capacity Market Seller shall submit a calculation of the
Avoidable Cost Rate, EFORd Offer Segment, and Projected PIM Market Revenues,
as defined in subsection (¢) below, together with detailed supporting documentation.

ii. If the Capacity Market Scller intends to submit a Sell Offer based on opportunity
cost, the Capacity Market Scller shall also submit a calculation of Opportunity Cost.
as defined in subscction (¢). with detailed supporting documentation.

(c) In order for costs to qualify for inclusion in the Market Seller Offer Cap, the
Capacity Markct Seller must provide to PJM relevant cost data conceming cach data item
specificd. Based on the data and calculations submitted by the Capacity Market Sellers for each
existing generation resource and the formulas specified below, the MMU shall calculate a
Market Scller Offer Cap for each such resource. If a Capacity Market Selier fails to submit costs
consistent with the above, it shall be required to submit any Sell Offer in such auction as Self-

- Supply. (All submitted data is subject to verification by the MMLUI)

i. Avoidable Cost Rate: The Avoidable Cost Rate for an existing gencration resource
shall be determined using the formula below and applied to the unit’s Base Otter
Segment.

ii. Opportunity Cost: Opportunity Cost shall be the documented price available to an
existing gencration resource in a market external to PJIM. In the event that the total
MW of existing generation resourccs submitting opportunity cost offers in any
auction for a Delivery Year exceeds the firm export capability of the PJM system for
such Delivery Year, or the capability of external markets to import capacity in such
year, PJM will accept such offers on a competitive basis. PJM will construct a supply
curve of opportunity cost offers, ordered by opportunity cost, and accept such offers
to export starting with the highest opportunity cost, until the maximum level of such
exports is reached. ‘The maximum level of such exports is the lesser of PJM’s ability
to permit firm exports or the ability of the importing area(s) to accept firm imports or
imports of capacity, taking account of relcvant export limitations by location. If, as a
result, an opportunity cost offer is not accepted from an existing generation resource,
the Market Scller Offcr Cap applicable to Sell Offers relying on such gencration
resource shall be the Avoidable Cost Rate.
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- iii. EFORd Offer Scgment: To address the risk of a change in FFORd for an exisiing
gencration resource between the auction and the Delivery Year, a Capacity Market
Seller may submit a Sell Offer that includes a quantity of megawatts priced at up to
the Net Cost of New Entry. Such quantity of megawatts shall be no greater than such
resource’s demonstrated summer net capability of installed capacity, as determined in
accordance with the PJIM Manuals, multiplied by, at the Capacity Market Seller’s
clection, cither:  (A) the positive difference between such resource’s five-year
average EFORJ for the five consccutive years e¢nding three months prior to the
submission of such Sell Offer and such resource’s twelve-month average EFORd for
the twelve months ending three months prior to the submission of such Sell Offer, or
(B) the positive difference between the EFORd reasonably anticipated, bascd on
known and measurable changes and supported by appropriate documentation, for the
twelve months ending on the September 30 last preceding the commencement of the
Delivery Year, and the twelve-month average EFORd for the twelve months ending
three months prior to the submission of such Sell Offer.

iv. Projected PJM Market Revenues shall include all unit-specific revenues from PIM
markets and unit-specific bilateral contracts net of marginal costs recoverable under
cost-based offers to setl energy. Calculation of projected PJM Market Revenues shall
be unit-specific, and based on the same method used to determine the net revenue
offset for the Variable Resource Requirement Curve under section 5.10, modified by
the provisions of documented unit-specific bilateral contracts where such exist.

>
6.8  Avoidable Cost Definition
(a) Avoidable Cost Rate: The Avoidable Cost Rate for a Generation Capacity
Resource that is the subject of a Sell Offcr shall be determined using the following formula,
expressed in dollars per MW-year:
Avoidable Cost Rate = [1.10*(AOML + AAE + AME + AVE - ATFI +
ACC ~ ACLE) + APIR]
Where:

e AOML (Avoidable Operations and Maintenance Labor) consists of the
avoidable labor expenses related dircctly to operations and maintenance of the
generating unit for the twelve months preceding the month in which the data
must be provided. The catcgories of expenscs included in AOML are those
incurred for: (a) on-site bascd labor engaged in operations and maintenance
activitics; (b) off-site bascd labor engaged in on-site opcrations and
maintenance activitics directly related to the generating unit; and (c) off-site
bascd labor engaged in off-site operations and maintenance activities directly
rclated to generating unit equipment removed from the generating unit site.

- Issued By: Craig Glazer Effective: February 1. 2006

Vice President, Federal Government Policy
Issucd On: August 31, 2005



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PIM Interconnection, 1..L.C. Original Sheet No. 589
FERC Electric Tanff
Sixth Revised Volume No. |

o AAE (Avoidable Administrative Expenses) consists of the avoidable
administrative expenses related directly to employees at the generating unit
for twelve months preceding the month in which the data must be provided.
The categorics of expenses included in AAE arc those incurred for: (a)
employee cxpenses (cxcept employee expenses included in AOMLY. (b)
environmental fees; (¢) safety and operator training; (d) office supphes; (¢)
communications; and (f) annual plant test, inspeetion and analysis.

e AME (Avoidable Maintenance Expenses) consists of avoidable
maintenance expenses (other than cxpenses included in AOML) related
directly to the gencrating unit for the twelve months preceding the month in
which the data must be provided. The categories of expenses included in
AME are thosc incurred for: (a) chemical and matcrials consumed during
maintenance of the generating unit; and (b) rented maintenance cquipment
used to maintain the generating unit.

e AVE (Avoidable Variable Expenses) consists of avoidable variable expenses
related directly to the generating unit incurred in the twelve months preceding
the month in which the data must be provided. The categories of expenscs
included in AVE arc¢ thosc incurred for: (a) water treatment chemicals and
jubricants; (b) water, gas, and electric service (not for power gencration); and

-w (c) waste water trcatment.

o ATFI (Avoidable Taxes, Fees and Insurance) consists of avoidable
expenses related directly to the generating unit incurred in the twelve months
preceding the month in which the data must be provided. The catcgories of
expenses included in AFTI are those incurred for: (a) insurance, (b) permits
and licensing fees, (c) site sccurity and utilitics for maintaining security at the
site; and (d) property taxes.

e ACC (Avoidable Carrying Charges) consists of avoidable short term
carrying charges rclated directly to the generating unit in the twelve months
preceding thc month in which the data must be provided. Avoidable short
term carrying charges shall include short tcrm carrying charges for
maintaining reasonable levels of inventories of fucl and sparc parts that result
from short-tcrm operational unit decisions as mcasured by industry best
practice standards. For the purpose of determining ACC, short term is the
timc period in which a reasonable replaccment of inventory for normal,
expectcd operations can occur.

e ACLE (Avoidable Corporate Level Expenses) consists of avoidable
corporate level expenscs directly related to the generating unit incurred in the
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- twelve months preceding the month in which the data must be provided.
Avoidable corporate level expenses shall include only such expenscs that are
dircctly linked to providing tangible services required for the operation of the
generating unit proposed for Deactivation. The categonies of aveidable
expenses included in ACLE arc those incurred for: (a) legal services, (b)
environmental reporting; and (c¢) procurement expenscs.

e APIR (Avoidable Project Investment Recovery Rate) - Pl * CRF
Where:
s PI is the amount of project investment required to cnable a Generation
Capacity Resource that is the subject of a Scll Offer to continuc operating

during the Delivery Year.

e CREF is the annual capital recovery factor from the table below.

Remaining Life of | Levelized
~ Age of Existing Unit (Years) Plant(Years) | CRF |
1t05 20 0.125
6to 10 15 0.146
111015 10 0.198
~ 16 to 20 Plus 5 0.363

{b) For the purposec of determining an Avoidable Cost Rate, avoidable cxpenses are
incremental cxpenses directly required for the operation of a gencrating unit that a Generation
Owner would not incur if such generating unit did not operate in the Delivery Year.

(c) For the purpose of determining an Avoidable Cost Rate, avoidable expenses shall
exclude variable costs recoverable under cost-based offers to sell energy from operating capacity
on the PJM Interchange Energy Market under the Operating Agreement.

1. GENERATION RESOURCE RATING TEST FAILLURE CHARGE
7.1 Generation Resource Rating Test Failure Charges

A Gencration Resource Rating Test Failure Charge shall be assessed on any Market Seller
that commits a Generation Capacity Resource for a Delivery Year if such resource fails a gencration
resource capacity test, as provided herein.

a). Generation Recsource Fails  Capacity Test in  Declivery Year
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- Fach Generation Capacity Resource committed for a Delivery Year shall be
obligated to complete a generation resource capacity test. as described in the PYM Manuals, for
both the Summer and Winter Scasons. The Market Scller that committed the resource may
perform an unlimited number of tests during cach such penod.  If none of the tests during a
testing period certify full delivery of the megawatt amount of instatled capacity the Market Scller
committed for such Delivery Ycar, the Market Seller shall be assessed a daily Generation
Resource Rating Test Failure Charge for each day from the first day of the Summer or Winter
Scason in which such resource failed the rating test through the last day of such Delivery Year.
The resource shall be exempted from the Winter test if it was not accepted for the Winter scason.

b). Generation Resource Rating Test Fatlure Charge

The Generation Resource Rating Test Failure Charge shall equal the Daily
Defictency Rate multiplied by the following megawatt quantity, converted to an Unforced
Capacity basis using the EFORd associated with such Market Seller’s cleared Sell Offer: (1) the
installed capacity in such Sell Offer for such resource, minus (11) the highest installed capacity
rating determined for such resource in any test during the relevant testing period. The Daily
Defictency Rate shall cqual the greater of: (i) two times the Seasonal Capacity Resource
Clearing Price, in $/MW-day, applicable to the Generation Capacity Resource; or (1v) the Net
Cost of New Entry. If a single resource is the basis for cleared Scll Offers of multiple Capacity
Market Sellers, the Generation Resource Rating Test Failure Charge shall be assessed upon such
Capacity Market Scllers on a pro-rata basis in accordance with the megawatts of capacity from
such resource in their cleared Sell Offers.

c). Allocation of Revenue Collected from Generation Resource Rating Test
Failure Charges.

The revenue collected from Generation Resource Rating Test Failure Charges
shall be distributed on a pro-rata basis to LSEs that were charged a Locational Relhability Charge
for the Delivery Year for which the Generation Resource Rating Test Failure Charge was
assessed. The charges shall be allocated on a pro-rata basis to [.SEs based on their Daily
Unforced Capacity Obligation.

8. CAPACITY RESOURCE DEFICIENCY CHARGE.

8.1 A Capacity Resource Deficiency Charge shall be assessed on any Capacity
Market Seller that commits a Capacity Resource for a Delivery Year that is unablc or unavailable
to deliver Unforced Capacity for all or any part of such Delivery Year for any of the following
rcasons, and that does not obtain replacement Unforced Capacity in thc megawatt quantity
required to satisfy its cleared Scll Offer:
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a). Unit Derating — Such Capacity Resource 1s a Generation Capacity
Resource; its capacity value is derated prior to or during the Delivery Year,

b). EFORd Increase — Such Capacity Resource is a (eneration Capacity
Resource; the EFORA value determined for such resource two (2) months prior to the Third
[ncremental Auction is lower than the EFORd value submitted in the Capacity Market Seller’s
clearcd Scll Offer;

c). Planned Generation Resource ~ Such Capacity Resource is a Planned
Generation Capacity Resource; and Interconnection Service has not commenced as to such
resource prior to the start of the Delivery Year,

d). Planned Demand Resource - Such  Capacity Resource i1s a  Planned
Demand Resource, and the associated demand response program is not installed prior to the stan
of the Dchivery Year; or

¢) Existing Demand Resource — Such Capacity Resource is an cxisting
Demand Resource and, subject to section 8.4, is not capable of providing the megawatt quantity
of load response specificd in the cleared Sell Offer.

8.2.  Capacity Resource Deficiency Charge

The Capacity Resource Deficiency Charge shall equal the Daily Deficiency Rate (as
defined in section 7) multiplied by the megawatt quantity of deficiency below the level of capacity
committed in such Capacity Market Seller’s Sell Offer. for each day such Capacity Market Scller is
deficient.

8.3. Allocation of Revenue Collected from Capacity Resource Deficiency
Charges

The revenue collected from the assessment of a Capacity Resource Deficiency
Charge shall be distributed on a pro-rata basis to all LSEs that werc charged a Locational
Relhability Charge for the day for which such Capacity Resource Deficiency Charge was
assessed. Such revenues shall be distributed on a pro-rata basis to such LSEs bascd on their
Daily Unforced Capacity Obligations.

8.4 Relief from Charges

A Capacity Market Seller that is otherwise subject to the Capacity Resource
Deficiency Charge solely as a result of section 8.1(c) may reccive relief from such Charge if it
demonstrates that the inability to provide the level of demand response specified in its Sell Offer
is duc to the permanent departure (due to plant closure, efficicncy gains, or similar rcasons) from
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the Transmission System of load that was relied upon for load response in such Sell Offer;
provided, however, that the Capacity Market Seller must provide the Office of the Interconnection
with all information deemed necessary by the Office of the Interconnection to assess the ments of
the request for relief.

9. PEAK SEASON MAINTENANCE COMPLIANCE PENALTY
CHARGE

a) Purposc

To preserve and maintain the reliability of the PJM Region and to recognize the
impact of planned outages and maintenance outages of Generation Capacity Resources during the
Pcak Season. each Capacity Market Sciler that commits a Gencration Capacity Resource for a
Delivery Year must cnsure that such Generation Capacity Resource has available sufficient
Unforced Capacity during the Peak Season to satisfy the megawatt amount specified in the cleared
Sell Offer for such resource..

b) Pcak Secason Requirement

To the extent the Generation Capacity Resource will not be available due to a planned or
maintenance outage that occurs during the Peak Season without the approval of the Office of the
-w Interconnection, the Capacity Market Seller must obtain replacement Unforced Capacity from a
Capacity Resource that is not already committed for such Delivery Year and that meets all
characteristics specified in the Scll Offer, including  the megawatt quantity of Unforced Capacity
committed for such Delivery Year, or otherwise pay a Peak Scason Maintenance Comphance Penalty
Charge. The Capacity Market Seller shall commit such replacement Capacity Resource in accordance

with the procedure set forth in the PJM Manuals.

c.) Pecak Season Planned and Maintenance Oulages

The Office of the Interconnection shall adopt and maintain rules and procedures for determining
the allowable Peak Season planned and maintenance outages.

d) Peak Season Maintecnance Compliance Penalty Charge

The Pcak Season Maintenance Compliance Penalty Charge shall equal the Daily
Deficiency Rate (as defined in section 7) multiplied by the mcgawatt quantity of capacity
committed from such Gencration Capacity Resource in the clcared Sell Offer, for each day
during the Pcak Season that such resource is out-of-scrvice on a maintenance outage that is not
authorized by the Office of the Interconnection.

c.) Allocation of Revenue Collected from Pecak Season Maintcnance
Compliance Penalty Charges
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- The revenue collected from  assessment of  a Peak  Scason  Maintenance
Compliance Penalty Charge shall be distributed on a pro-rata basis to all LSEs that were charged
a Locational Reliability Charge for the day for which the Capacity Resource Deficiency Charge
was assesscd.  Such revenues shall be distributed on a pro-rata basis to all such LSEs based on
their Daily Unforced Capacity Obligation.

10. RESOURCE OPERATIONAL RELIABILITY REQUIREMENTS
COMPLIANCE PENALTIES

{a) Each Generation Capacity Resource that is committed for a Delivery Season
as a Thirty-minute Start Resource or Load Following Resource is subject to monitoring and testing,
as specified in the PJIM Manuals, to confirm that it is and remains capable of mecting the
qualifications for such a resource, as provided in Schedule 9.1 of the Rchability Assurance
Agreement.  In addition, the Capacity Market Seller of cach such resource must specify in the offer
data submitted in the PJM Interchange Encrgy Market: (i) as to cach Load Followmng Resource,
minimum run time and minimum down time that mect or exceed the requirements for such resources
under the Reliability Assurance Agreement; and (i1) as to each Thirty Minute Start Resource, start
parameters that are consistent with the requirements for such resources under the Relability Assurance
Agreement.

(b) If such a resource fails to satisfy the applicable tests, or 1if the offer data
submitted for such resource fails to specify operating characteristics consistent with its applicable
status as a load-Following Resource or Thirty-Minute-Start Resource, the Capacity Market Sceller
that committed such resource shall incur a Resource Operational Reliability Requirements
Compliance Penalty Charge.

c). Resource Operational Reliability Requirements Compliance Penalty
Charge

‘The Operational Reliability-Based Compliance Penalty Charge shall equal the higher of: (1) the
Opcrational Reliability Resource Price Adder offered by the Capacity Market Seller in its Sell Offer; or
(i} the Operational Reliability Resource Price Adder included in the Seasonal Capacity Resource
Clearing Price paid to such Market Seller for such resource. Such charge shall be assessed for cach day
from the date of the failure to pass the required test or specify the required offer data until the final day
of the quarter of the Delivery Year (i.e., Junc through August, September through November, December
through February, or March through May) in which such failure occurred.

d). Allocation of Revenuc from Resource Operational Reliability
Requirements Compliance Pcnalty Charges

The revenuc collected from asscssment of an Operational Rehability-Based
Compliance Penalty Charge shall be distributed on a pro-rata basis to all L.Sks that were charged a
Locational Reliability Charge for the day for which an Operational Reliability-Based Compliance
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- Penalty was assessed, Such revenue shall be distributed pro rata to all such LSEs based on cach such
LSE"s Daily Unforced Capacity Obligation.

11. DEMAND RESOURCE AND ILR COMPLIANCE PENALTY
CHARGE

(a) ‘The Office of the Interconnection shall separately evaluate compliance of
cach Demand Resource offered and clearcd in a Reliability Pricing Model Auction and each
nominated ILR resource certified for a Delivery Year, in accordance with procedures set forth in the
PJM Manuals. Capacity Market Scllers that committed Demand Resources and ILR Providers that
nominated ILR for a Delivery Year that cannot demonstrate the hourly performance of such
resource in rcal-time based on the capacity commitment reflected in the applicable Sell Offer or ILR
certification shall be asscssed a Demand Resource and 11.R Compliance Penalty charge; provided,
however, that such undercompliance shall be determined on an aggregate basis for all Demand
Resources and ILR offered by the same Capacity Marker Seller or same ILR Provider in a single
Zonc.

b). The Demand Resource and 11.R Compliance Penalty Charge shall equal
0.20 times the Annual Revenuce Rate multiplied by the following megawatt quantity, converted
to an Unforced Capacity Basis using the applicable DR Factor and Forecast Pool Requirement:
- (i) the megawatts of load reduction capability committed in the applicable Sell Offer or 1LR
certification minus (i) the under-compliance megawatts of load reduction actually provided
during a reduction event called by the Office of the Interconnection. The Annual Revenuc Rate
for an annual Demand Resource is based on the average of the four scasonal Resource Clearing
Prices that the resource received in the auction in which it cleared. The Annual Revenue Rate for
a Summer-only Demand Resource is bascd on the Summer Resource Clearing Prices that the
resource received in the auction in which it cleared. The Annual Revenue Rate for an ILR
resource is based on the average of the four scasonal Adjusted Zonal Capacity Prices, less any
pricc adders for operating reliability constraints. The total penalty per megawatt that may be
assessed on a Demand Resource or ILR resource in a Delivery Year shall be capped at the
Annual Revenue Rate the resource would receive in the Delivery Year.

c). Revenues from assessment of a Demand Resource and ILR Compliance
Penalty Charge shall be distributed by the third billing month following the event that gave Tise
to such charge on a pro-rata basis to Demand Rcsource Providers and ILR Providers that
provided load reductions in cxcess of the amount such resources were committed or certified to
provide. Such revenuc distribution, however, shall not exceed for any resource the quantity of
excess megawatts provided by such resource during a single event times 0.20 times the Annual
Revenuc Rate received by such resource. To the extent any deficiency charge revenucs remain
after such distribution, the remaining revenues shall be distributed to [.SEs based on cach LSE’s
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- average Daily Unforced Capacity Obligation for the month in which the non-compliance event
occurrcd.

12. QUALIFYING  TRANSMISSION UPGRADE  COMPLIANCE
PENALTY CHARGE

If a Qualifying Transmission Upgrade forming the basis of a Scil Offer that
cleared in the Base Residual Auction for a Delivery Year is not in service at the commencement
of such Delivery Year, and the Capacity Market Seller does not obtain replacement Capacity
Resources in the sink [LDA specified in such Scll Offer, such seller shall pay a compliance
penalty charge for each day such upgrade is delayed during such Dclivery Year equal to the
megawatt quantity of Import Capability cleared in the Base Residual Auction based on such
upgrade. multiplicd by the greater of: (1) two times the Locational Price Adder of the LDA into
which the Qualifying Transmission Upgrade is cleared, in $/MW-day; or (ii) the Net Cost of
New Entry less the clearing price in the source LDA. The revenue collected from the assessment
of Qualifying Transmission Upgrade Compliance Penalty Charges shall be distributed on a pro-
rata basis to all LSEs that were charged a Locational Rehiability Charge for the day for which
such charge was asscssed. Such revenues shall be distnibuted on a pro-rata basis to such LSEs
bascd on their Daily Unforced Capacity Obligations.

13. EMERGENCY PROCEDURE CHARGE

13.1  Application of the Emergency Procedure Charge

Following an Emergency, the compliance during the period of such Emergency
with the instructions of the Office of the Intcrconnection of: (a) each Capacity Market Scller that
committed Capacity Resources during such period; and (b) cach ILR Provider responsible for
ILR certified for such period, shall be evaluated as recommended by the Reliability Committee
and directed by the PJM Board. If, based on such evaluation, it is determined that a Capacity
Market Seller or ILR Provider refused to comply with, or otherwise failed to employ its best
efforts to comply with, the instructions of the Office of the Interconnection to implement PJM
emergency procedures, then such Market Seller or ILR Provider shall pay an Emcrgency
Procedure Charge

13.2 Emergency Procedure Charge

The Emergency Procedure Charge shall cqual 365 multiplied by the average of
the Daily Deficiency Rates for the four Scasons of such Delivery Year times cach megawatt of a
Demand Resource or ILR that was not implemented as directed, and cach megawatt of a
Generation Capacity Resource that was not made available as directed despite being capable of
producing energy at thc time, and that is deliverable to the PJM Region in the case of a
Generation Capacity Resource located outside the PIM Region.
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13.3  Allocation of Revenue from Emergency Procedure Charges

The revenue collected from assessment of an Emergency Procedure Charge shall
be distributed on a pro-rata basis to all LSEs that were charged a Locational Reliabihity Charge
for the day for which the Capacity Resource Deficiency Charges was assessed. The charges shall
be allocated on a pro-rata basis to all such LSEs based on their Dailly Unforced Capacity
Obligation.

14. CONVERSION OF CAPACITY CREDITS FROM PRIOR
CAPACITY ADEQUACY REGIME

14.1  Purpose

Capacity Credits shall not be accepted as satisfaction of the Daily Unforced Capacity
Obligation of any LSE. Parties to Capacity Credit transactions may agree bilaterally to convert
such transactions on a basis that permits them to clear in a Reliability Pricing Modcl Auction, or
may settle such transactions financially as described in section 14.2.

14.2  Settlement

- For the 2006/2007 Delivery Year, only Capacity Credits confirned by the Office of the
Interconnection to have been entered into prior to Apnil 1, 2005, will be settled based on the
marginal valuc of system capacity ($/MW-day) as determined under section 5.14(a) in the Base
Residual Auction for such Delivery Year, plus any Locational Pricc Adder determined in such
auction for the Locational Dcliverability Area that corresponds to the Mid-Atlantic Region plus
the Allegheny Power System Zone. The party that purchased such Capacity Credit shall receive
this value multiplied by the megawatt quantity of the Capacity Credit, for the duration of such
transaction. The party that sold such Capacity Credit shall be asscssed this value multiphed by
the megawatt quantity of the Capacity Credit, for the duration of such transaction.

For the 2007/2008 Declivery Year, and thercafter, Capacity Credits will be settled based
on the marginal valuc of system capacity (S/MW-day) as determined under section 5.14(a) 1n the
Base Residual Auction for such Delivery Year. The party that purchased such Capacity Credit
shall receive this valuc multiplied by the megawatt quantity of the Capacity Credit, for the
duration of the transaction. The party that sold such Capacity Credit will be assessed this valuc
multiplied by the megawatt quantity of the Capacity Credit, for the duration of the transaction.
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- 15. COORDINATION WITH ECONOMIC PLLANNING PROCESS

Foliowing cach Base Residual Auction, the Office of the Interconncction shall review
cach LDDA that has a l.ocational Price Adder to determine 1if Planned Generation Capacity
Resources, Planned Demand Resources, or Qualifying Transmission Upgrades submitted Sell
Offers that cleared in such auction. If a Locational Price Adder results from the clearing of an
[.LDA for two consecutive Basce Residual Auctions, and no such planned rcsources or upgrades
clear in such auctions for such LDA, then the Office of the Interconnection shall evaluate in the
RTEP process the costs and benefits of a transmission upgrade that would reduce to zero the
Locational Price Adder for such LDA. Such evaluation will compare the cost of the upgrade
over ten years against the value of elimination of the Locational Price Adder over such penod. 1If
such upgrade is found to be feasible and beneficial, it shall be included in the RTEP as soon as
practicable. The annual costs of such upgrade shall be allocated to all LSEs serving load in such
LDA, pro rata bascd on such loads.

16 RELIABILITY BACKSTOP

16.1. Purpose

The Reliability Backstop provides a mechanism to resolve rchiability cnteria
violations caused by: (a) lack of sufficient capacity committed through the Reliability Pricing
Model Auctions; or (b) near-term transmission deliverability violations identificd after the Base
-w Residual Auction is conducted. These backstop mechanisms are intended to guarantee that
sufficient gencration, transmission and demand responsc solutions will be available to preserve
system reliability. The backstop mechanisms are based on specific triggers that signal a need for
a targeted solution to a reliability problem that was not resolved by the long-term commitment of
Capacity Resources through Self-Supply or the Reliability Pricing Model Auctions.

16.2 Investigation of Capacity Shortfall

if the total Unforced Capacity of Capacity Resources committed for a Delivery Year
following the Basc Residual Auction cquates to an installed reserve margin that is more than one
percentage point lower than the approved PJM Region Installed Reserve Margin, the Office of the
Interconnection shall investigate the cause for the shortage, and recommend corrective action,
including, without limitation, adjusting the Cost of New Entry to the extent determined necessary by
such investigation, or addressing other barricrs to entry identificd by such investigation. No
Reliability Backstop Auction will be conducted to address such a shortfall unless it occurs in the
Base Residual Auctions for four consccutive Delivery Yecars.

16.3 Triggering Conditions

a) Either of the following two conditions will trigger reliability backstop
measurcs provided in this scction, as described below:
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1). [f the total Unforced Capacity of all Capacity Resources committed
through Self-Supply or the Basc Residual Auctions for four consccutive Delivery Years,
cquales to an installed reserve margin that is more than one percentage point lower than the
approved PJM Region Installed Reserve Margin, the Oftfice of the Interconnection will
declarc a capacity shortage and make a filing with FERC for approval to conduct a
Reliability Backstop Auction.  Upon receipt of such approval, the Office of the
Interconnection will conduct a Reliability Backstop Auction in accordance with Section
16.4.

). If the total Unforced Capacity of all Base l.oad Generation
Resources committed in a Base Residual Auction for a Delivery Year is less than the
forccasted minimum hourly load calculated by the Office of the Interconnection for such
Delivery Year, the Office of the Interconnection will investigate the cause of shortfall. If
such a shortfall occurs in the Base Residual Auctions for four consecutive Delivery
Years, the Office of the Interconnection shall declarc a capacity shortage and make a
filing with FERC for approval to conduct a Reliability Backstop Auction. Upon receipt
of such approval, the Office of the Interconnection will conduct a Reliability Backstop
Auction in accordance with Section 16.4.

b). In addition to the forcgoing events that trigger reliability backstop
measures, if a ncar-term, 1.e., later in time than the conduct of the Basc Residual Auction for a
Delivery Year, transmission criteria violation caused by an announced generation resource
deactivation is identified by the regional transmission reliability planning analysis performed by
the Office of the Interconnection in accordance with Part V of this Tanff, the Office of the
Interconnection will identify the necessary transmission upgrade. In accordance with such rules,
such generation resource may remain in service until the transmission upgrade is installed. No
Reliability Backstop Auction will be conducted.

16.4. Reliability Backstop Auction

a). Scope of Auction

The Office of the Interconncction shall conduct each Reliability Backstop Auction
to commit additional Generation Capacity Resources, or in the case of an auction triggered by
section 16.3(a)(ii), additional Basc Load Generation Resources to the PJM Region to resolve the
system-wide reliability criteria violation that triggered the need for such auction. Capacity
Resources committed in a Reliability Backstop Auction for a Delivery Year shall not include any
Planned Generation Capacity Resources previously committed in the Base Residual Auction for
such Delivery Year. The Reliability Backstop Auction shall obtain commitments of additional
Generation Capacity Resources (or, as applicable, additional Basc Load Generation Resources) for a
term of up to fifteen (15) Delivery Years. If a Reliability Backstop Auction is required, the offer
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pertod for such auction shall commence, subject to FERC approval as specificd above, no later than

- four months afler the Base Residual Auction in which the fourth consecutive Capacity Resource
shortfall occurs. Upon venfication and notification by the PIM Board of Managers that a Rehability
Backstop Auction is required, the Office of the Interconnection shall post notfication that a
Rehablity Backstop Auction 1s to be held. Upon such notification, the offer period shall
commence, and shall remain open for six (6) months.

b). Sell Offers

Each Scll Offer shall specify the following information, as further specified in the

PIM Manuals:

. the minimum price 1in $/MW-day required by the Capacity Market
Scller to provide additional Unforced Capacity from a Generation
Capacity Resource (or from a Basc Load Generation Resource, in the case
of an auction triggered by scction 16.3(a)(11));
. the megawatts of Unforced Capacity to be provided by such
resource;
. the specific location of the proposcd plant;
) all mnformation required from a Generation Interconnection
Customer by Part [V of this Tariff and the PJM Manuals;
. general plant technical specifications, as specified in the PJM

w Manuals;

. the term of cost recovery (“Backstop Period™) requested, not to
exceed 15 years; and
. the first full Dehivery Year for which such resource shall be
available, which shall also be the first year of the Backstop Period.
Each Generation Capacity Resource (or Base lLoad Generation Resource) accepted in a
Reliability  Backstop  Auction shall comply with the procedures for new generation
interconnection in Part IV of this Tanff, and cach such resource shall be responsible for
satisfying all capability and dcliverability requirements for Capacity Resources, pursuant to the
Reliability Assurance Agreement.
c). Submission of Sell Offers
The Scll Offer period shall begin at 00:01 Eastern Prevailing time on the date
specified by the Office of the Interconnection in the notification posting and shall end at 23:59
Eastern Prevailing time six calendar months after such date. Scll offers shall be submitted during
such period in writing to the Office of the Intcrconncection, and shall conform to the submission
procedures as specified in the PJM Manuals. The Office of the Interconnection shall confirm in
writing the receipt of each Sell Offer, within two weeks afier receipt of each such offer.
- Issued By: Craig Glazer Effcctive: February 1, 2006
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d). Posting of Information by the Office of the Interconnection

Upon notification by the PJM Board of Managers that a Reliability Backstop
Auction will be conducted, the Office of the Interconncction shall post the following
information:

. System condition that necessitates a Reliabihty Backstop Auction;
. Megawatt quantity of Unforced Capacity required from additional
Generation Capacity Resources, or from additional Base Load Generation
Resources;

. Date by which the resources must be capable of delivering
Unforced Capacity;

. Any other required specifications for the additional Unforced
Capacity sought through such auction.

e). Conduct of the Reliability Backstop Auction
1). Auction Clcaring Procedure

The Receliability Backstop Auction shall select the Scll Offer or
combination of Sell Offers that that satisfics the requircments posted by
the Office of the Interconnection at the lowest offer price(s). 1f more than
onc Scll Offer must be selected to satisfy the specified requirements, the
Scll Offers shall be selected in rank order from lowest offer price to
highest offer price until the requirement is satisfied. In the cvent two or
more Sell Offers specify the same offer price, and fewer than all of such
offers arc needed to satisfy the specified requirements, the Office of the
Interconnection shall select the Scll Offer(s) proposing Generation
Capacity Resource(s), or, as applicable, Basc Load Generation
Resource(s) that will best satisfy overall reliability requirements for the
PJM Region, as determined by the Office of the Interconnection using
transmission reliability analysis.

i1). Market Settlement

Pursuant to the agrcement specified below, cach Capacity Market Seller
submitting a Sell Offer that is accepted in a Reliability Backstop Auction
shall be paid the offer price in such Scll Offer for each MW-day in the
Backstop Penod, less any payments the Capacity Market Scller 1s cntitled
to receive pursuant to section 5 as a rcsult of Scll Offers submitted with
respect to such Generation Capacity Resource in any Basc Residual
Auction or Incremental Auction, including, without limitation, payments
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of Capacity Resource Clearing Prices (including for Self-Supply) and
Resource Make-Whole Payments; and less any payments the Capacity
Market Scller is entitled to receive for energy or ancillary services
pursuant to Schedule 1 of the Operating Agreement with respect to
services provided by such resource, net of the Vanable Operations and
Maintenance costs of such resource, as determined in accordance with the
PJM Manuals.

PJM shall recover the costs of any such payments to Capacity Market
Sellers for such resources through a charge, in addition to the Locational
Reliability Charge, asscssed on all L.SEs in the PJM Region, pro rata based
on each such LSE’s Daily Unforced Capacity Obligations in all LDAs in
which such [.SE serves load.

).  Standard Contract Provisions

The Office of the Interconnection, on behall of all 1.SEs in the PIM
Region, will enter into an agreement with each Capacity Market Seller that
submitted an accepted Secll Offer in any Reliability Backstop Auction
providing for the payments specified above. Such agrecment shall include
the provisions and address the standards set forth in Scction 16.4(b), and
shall include such other terms and conditions as are customary in the
industry, as specified in the PJM Manuals.

d) FERC Approval

Any such agreement shall provide that it shall be filed with FERC as a rate schedule pursuant to
scction 205 of the Federal Power Act, and that the cflectiveness of such agreement shall be conditioned
on receipt of FERC acceptance or approval of such agreement.

16.5 Must Offer into Base Residual Auction

All Capacity Market Scllers submitting a Sell Offer that 1s sclected in a Rehabtlity
Backstop Auction must offer all Unforced Capacity of the Generation Capacity Resource
underlying such Scll Offer into the Base Residual Auctions conducted subsequent to the
Reliability Backstop Auction for all Dclivery Years in the Backstop Period. The Market Seller
shall offer the Unforced Capacity of such resources into cach such auction at zero price, and
shall receive the Capacity Resource Clearing Price as determined in cach such auction.

16.6 Reliability Backstop Resource Deficiency Charges

(a) Any Capacity Market Scller that submits a Sell Offer that was selected in
a Reliability Backstop Auction and that 1s not able to deliver in a Delivery Year all megawatts of
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Unforced Capacity specified in the sclected Sell Offer, shall not receive any payments that such

-
Capacity Market Scller otherwise would have been cligible to receive for such Delivery Year
pursuant to the Reliability Backstop Auction.
(b) Any Capacity Market Seller that submits a Sell Offer that was sclected in
a Reliability Backstop Auction and that fails to deliver all megawatts of Unforced Capacity
specified in the sclected Sell Otfer at any time during the Backstop Period specified in such Scll
Offer must refund all payments received by such Market Seller pursuant to scction 16.4(b).
17. ‘TRANSITION
17.1  Phase-in of the Reliability Pricing Model
The Reliability Pricing Model shall be phased in during the Transition Period as
described below to allow for conversion of Capacity Credits purchased under prior capacity
market rules, and to minimize impacts, if any, on Load Serving Entities that previously entered
into fixed retail contracts that extend beyond the Planning Period that commences on June 1,
2005.
17.2  Reliability Pricing Model Auctions Conducted During Transition Period
\ 4
{a) The Office of the Interconncction shall conduct Basc Residual
Auctions for each Delivery Year in the Transition Period in accordance with the following
schedule:
Delivery Year Base Residual Auction Held
June 1, 2006 — May 31, 2007 | April 2006
June 1, 2007 — May 31, 2008 | July 2006
June 1, 2008 — May 31, 2009 | October, 2006
June 1, 2009 — May 31, 2010 | December, 2006
b). The Office of the Interconnection shall conduct Incremental Auctions for
cach Delivery Year in the Transition Period in accordance with the following schedule:
- Issucd By: Craig Glazer Effective: February 1, 2006
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-
Delivery Year First Second Third
Incremental Incremental Incremental
Auction Held | Auction Held | Auction Held
If Necessary
June 1, 2006 — May 31, 2007 | None Held None Held None Held
June 1, 2007 - May 31, 2008 | None Held None Held January, 2007
June 1, 2008 - May 31, 2009 | None Held April, 2007 January, 2008
June 1, 2009 — May 31, 2010 | None Held April, 2008 January, 2009
17.3 Transition Period Locational Deliverability Areas During
The Office of the Interconnection shall establish Locational Deliverabihty Areas
during the Transition Period in accordance with the following:
2006/2007 Delivery Year
- o] Mid-Atlantic Arca Council (*"MAAC”) Region and APS

o ComEd, AEP. Dayton, Dominion and Duquesne

2007/2008 Delivery Year

o MAAC Rcegion and APS

o ComEd, AEP, Dayton, Dominion and Duquesne
o

(@]

Eastern MAAC (PSE&G, JCP&L, PECO, AL, DPL & RECO)
Southwestern MAAC (PEPCO & BG&E)

2008/2009 and 2009/2010 Delivery Years

o MAAC Region

o ComEd, AEP, Dayton, APS, and Duquesne
o) Dominion

o} Eastern MAAC

o) Southwestern MAAC

o Western MAAC (PenElec, MctEd, PPL)
o

o)

o)

o

o

PenElec
ComEd
AEP
Dayton
Duquesne
o APS
Issucd By: Craig Glazer Effcctive: February 1, 2006
Vice President, Federal Government Policy
[ssued On:  August 31, 2005



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PJM Interconnection, 1L1.C. Original Sheet No. 605
FERC Electric Tanff
Sixth Revised Volume No. |

o AL

BG&E

DPI.

PECO

PEPCO

PSE&G

JCP&L

MetEd

PPIL.

PSEG northern region (north of Linden substation); and
DPL southemn region (south of Chesapeake and Delaware Canal).

2 C 0

D0CCCCO

17.4 Transition Period Resource Operational Reliability Requirements

Resource Operational Reliability Requirements will apply to the Recliability
Pricing Model Auctions conducted for the 2008/2009 Dchivery Year and for every Delivery Year
thereafter. No such requirements will apply for the 2006/2007 or 2007/2008 Delivery Yecars.

17.5 Transition Period Variable Resource Requirecment Curves

During the Transition Period, the Office of the Interconnection shall post on the

PJM intemet site the Variable Resource Requirement Curves that will apply for each Delivery

- Year no later than one month prior to the conduct of the Basc Residual Auction for such
Delivery Year.

17.6  Market Mitigation

The provisions of Section 6 shall apply to all Rehability Pricing Model Auctions
conducted dunng the Transition Peniod.

17.7 Performance Assessment

Within six months after the end of the fourth Delivery Year, the Office of the
Interconnection shall prepare, provide to Members, and file with FERC an assessment of the
pcrformance of the Reliability Pricing Model.
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Al
"
Y

bl L COMMON SERVICE PROVISIONS

1 Definitions

1.0A Affected System: An clectric system other than the Transmission Provider’s
Transmission Svstem that may be affected by a proposed interconnection.

1.0B  Affected System Operator: An cntity that operates an Atfected System or, if the
Affected System is under the operational control of an independent system
operator or a regional transmission organization. such independent enuty.

1.1 Ancillary Services: Those services that are necessary to support the transmission
of capacity and energy from resources to loads while maintaiming reliable
operation of the Transmission Provider’s Transmission System in accordance
with Good Utitity Practice.

1.2 Annual Transmission Costs: The total annual cost of the Transmission System
for purposes of Network Integration Transmission Service shall be the amount
specitied in Attachment H for each Zone until amended by the applicable
Transmission Owner or modified by the Commission.

1.2A  Applicable Regional Reliability Council: The reliability council for the region
in which a Network Customer. Transmission  Customer.  Interconnection
(Customer. or Transmission (Owner operates.

1.3 Application: A request by an Eligible Customer for transmission service
b pursuant to the provisions ot the Tantf.

1.3A  Attachment Facilities: The facilities necessary to physically connect a Customer
Facility 1o the Transmission System or interconnected distribution facilities.

1.3B  Behind The Meter Generation: Behind The Meter Generation refers to one or
more generation units that are located with load at a single electrical location such
that no transmission or distribution facilitiecs owned or operated by any
Transmission Owner or electric distributor are used to deliver energy from the
generating units to the load: provided. however. that Behind The Meter
Generation does not include (i) at any time. any portion of such generating
unit|s]" capacity that is designated as a Generation Capacity Resource: or (1) in |
an hour. any portion of the output of the gencrating unitfs| that is sold to another
entity for consumption at another electrical location or into the PIM Interchange

b=

Energy Market. |
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]
1

1.3BB Black Start Service: Black Start Service i1s the capability of generating units to
start without an outside clectrical supply or the demonstrated ability of a
generating untt with a high operating factor (subject to Transmission Provider
concurrence) 1o automatically  remain  operating  at reduced  levels  when
disconnected from the gnd.

1.3C  Capacity Interconnection Rights:  The rights to input generation as a
Generation Capacity  Resource  et—detlible  Capacity Resource  into  the
Transmission System at the ba-Point of Interconnection where the gencraung
facilities connect to the Transmission System.

1.3D  Capacity Resource: |he nel capacty from-owied oFcontracted-Hor- seneriibg
facHhities -which are accredited pursuant 1o the procedures set torth Shall have the
mcaning provided in the Rehability Assurance Agreement or the Reliability
Assurance Agreement-South,

1.3E  Capacity Transmission Injection Rights: The rights 1o schedule energy and
capacity deliveries at a Point of Interconnection (as defined 1n Section 30.44) of a
Merchant  Transmission  Facility  with the Transmission  System.  Capacity
Transmission Injection Rights may be awarded only to a Merchant D.C.
Transmission Facility that connects the Transmission Syvstem to another control
arca. Dehiveries scheduled using Capacity Transmission Injection Rights have
rights similar to those under Firm Point-to-Point Transmission Service or, if
coupled with a generating unit external to the PIM
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- 36.1.1 Interconnection Services: Generation Interconnection Customers ntay
request  either  of  two  forms  of  Interconnection  Service, i,
interconnection as a Capacity Resource or as an Encrgy Resource. Energy
Resource status allows the generator to participate in the PIM Interchange
Energy Market pursuant to the PJM Operating Agreement.  Capacity
Resource status allows the generator to participate in the PJIM Interchange
Energy Market to be utilized by load-serving entities in the PJM Region to
meet  capacity  obligations imposed  under the Reliability Assurance
Agreement and’or to be designated as a Network Resource under Part 11
Capacity Resources also may participate in PRIV Eapacty-€redit-Markets
Reliabiliy Pricing Model Auctions and in Ancillary Scervices markets
pursuant to the PJIM Tanit or the Operating Agreement. Capacity
Resource status i1s based on providing sutficient transmission capability to
ensure deliverability ot generator output to the aggregate PIM Network
Load and to sausfy vanous contingency criteria established by the
Applicable Regional Rehability Council in which the generator is located.
Specific tests pertormed duning the Generation Interconnection Feasibihity
Study and later System Impact Study will identify those upgrades required
to satisiyv the contingency criteria applicable at the generator’s location.

36.1.2 No Applicability to Transmission Service: Nothing in this Part 1V shall
constitute a request tor transmission service, or conter upon a Generation
Interconnection Customer any right to receive transmission service. under
Part 11 or Part 111,

- 36.1.3 Acknowledgement of Generation Interconnection Request: The
Transmission Provider shall acknowledge receipt of the Generation
Interconnection Request (electronically when available to all parties,
otherwise written) within tive (3) business days after receipt ot the request
and shall attach a copy of the received Generation Interconnection Request
to the acknowledgement.

36.1.4 Deficiencies in Interconnection Request: A Generation Interconnection
Request will not be considered a valid request untl all information
required under Scction 36,1 has been received by the Transmission
Provider. If a Generation Interconnection Request fails to meet the
requirements set forth in Section 36.1, the Transmission Provider shall so
notity the Generation Interconnection Customer (electronically  when
available to all parties. otherwise written) within five (5) business days of
receipt of the initial Generation Interconnection Request.  Such notice
shall ecxplain that the Generation Interconnection Request does not
constitute a valid request and the reasons for such failure to meet the
applicable requirements.  Generation  Interconnection  Customer  shall
provide the additional information that Transmission Provider's notice
identities as needed to constitute a valid request within ten (10} business
days after receipt of such notice.  Upon timely correction of the
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- Subpart D - INTERCONNECTION RIGHTS

45 Capacity Interconnection Rights

45.1  Purpose: Capacity Interconnection Rights shall entitle the holder to deliver the
output of a Capacity Resource at the bus where the Capacity Resource
interconnects to the Transmission System. The Transmission Provider shall plan
the enhancement and expansion of the Transmission System in accordance with
Schedule 6 of the Operating Agreement such that the holder of Capacity
Interconnection Rights can integrate its Capacity Resources in a manner
comparable to that in which each Transmission Owner integrates its Capacity
Resources to serve its Native Load customers.

45.2  Receipt of Capacity Interconnection Rights: Generation accredited under the
Reliability Assurance Agreement or the Rehabilibv-Aasuranee SarecmentSouth
as a Capacity Resource or under the Reliability Assurance-Srreoment-West asa
Avathable Capacity Resewree-prior to the original etfective date of this Part 1V
shall have Capacity Interconnection Rights commensurate with the size in
megawatts of the accredited generation, When a Generation Interconnection
Customer’s generation 1s aceredited as a Capacity Resource. the Generation
Interconnection Customer also shall receive Capacity  Interconnection Rights
commensurate with the size in megawatts of the gencration acceredited as a

- Capacity Resource. Pursuant to applicable terms of Schedule 10 of the Reliability
Assurance  Agreement. Reliability  Assurance  Agreement-South or of  the
Relability Assuranee Agreement-West, a Transmission Interconnection Customer
may  combine Incremental Deliverability  Rights associated  with Merchant
Transmission Facilities with generation capacity that 1s not otherwise aceredited
as a Capacity Resource for the purposes of obtaining acereditation ot such
generation as a Capacity Resource and associated Capacity  Interconnection
Rights.

45.3  Loss of Capacity Interconnection Rights:

45.3.1 Operational Standards: To retain Capacity Interconnection Rights. the
generating resource assoctated with the rights must operate or be capable
of operating at the capacity level associated with the rights. Operational
capability shall be established consistent with Schedule 9 of the Reliability
Assurance Agreement, the Reliability Assurance Agreement-South or the
Reliability Assurance Agreement-West and the PJM Manuals. Generating
resources that meet these operational standards shall retain their Capacity
Interconnection Rights regardless of whether they are available as a
Capacity Resource or are making sales outside the PJM Region.
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110 Permanent Capacity Resource Additions Of 20 MW Or Less

This section describes procedures related to the submission and processing of Generation
Interconnection Requests related to new generation resources of 20 MW or less or the increase n
capability. by 20 MW or less. of an existing generation resource. for which Capacity
Interconnection Rights are to be granted. Such resources may participate in the PIM energy and
capacity markets and may., therefore. be used by load serving entitics to mweet capacity
obligations imposed under the PIM Reliability Assurance Agreement or the Reliability
Assurance Agreement-South. These procedures apply to gencration resources which, when
connected to the system, are expected to remain connected to the system for the normal lite span
of such a generation resource. These procedures do not apply to resources that are specifically
being connected to the system temporarily. with the expectation that they will later be removed.

110.1 Application

The Interconnection Customer desiring the interconnection of @ new Generation |
Capacity Resource of 20 MW or less or the increase in capacity. by 20 MW or
less. of an existing Generation Capacity Resource. must submit a completed |
Attachment N Form ot Generation Interconnection  Feasibihity  Study
Agreement. Attachment N of the PJM Taritf may be found on the PIM web site at
www. pim.com‘geninter/geninter html and must be submitted to Transmission
Provider.

All reguirements related to the submission, for a larger resource. of an Attachment

- N application must be satisfied for a capacity addition of 20 MW or less, except
that the non-retfundable $10.000 deposit requirement 1s waived. In submitting the
Attachment N application. the Interconnection Customer may strike out and initial
all references to the non-refundable $10.000  deposit.. While the  deposit
requirement is waived. the Interconnection Customer 1s responsible for all costs
associated with the processing of the request and the performance of the
Feasibility Study related 1o the request and will be billed for such costs following
the completion of the Feasibility Study.

Documentation of site control must be submitted, for small resource additions,
with the completed Attachment N. Site control may be demonstrated through an
exclusive option to purchase the property on which the generation project is to be
developed, a property deed. or a range of tax or corporate documents that identify
property ownership. Site control must either be in the name of the party
submitting the generation interconnection request or documentation must be
provided establishing the business relationship between the project developer and
the party having site control.

All information required in the completed Attachment N related to the generating
project site. point of interconnection. and generating unit size and configuration
must be provided.
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- Once it has been established that the requirements related to the submission of the
Attachment N application have been met. the Generation Interconnection Request
will be entered into the then current Interconnection Queue for analysis. The
generation addition project will be identitied in the Interconnection Queue on the
PIM web site by the size of the capacity addition and by its proposed Point of
Interconnection on the PIM system.

110.2 Feasibility Study

Feasibility Study analyses can generally be expedited by examining a limited
contingeney set that focuses on the impact of the small capacity additon on
contingency limits in the vicinity of the Generation Capacity Resource. Linear |
analysis tools are used to evaluate the impact of a small capacity addition with
respect to compliance with Applicable Regional Reliability Council contingency
criteria.  Generally, small capacity additions will have very limited and isolated
impacts on system facilities. If criteria violations are observed. further AC testing
is required.

Short circuit calculations are performed for small resource additions to ensure that
circuit breaker capabilities are not exceeded.

Once the Feasibility Study is completed. a Feasibility Study report will be

- prepared and transmitted 1o the Interconnection Customer along with a System
Impact Study Agreement. In order to remain in the Interconnection Queue. the
Interconnection Customer must return the executed  System Impact Study
Agreement within 30 days. along with documents demonstrating that an initial air
permit application has been filed. if required. The requirement for a $30.000
deposit associated with the System Impact Study Agreement is waived. In
submitting the System Impact Study Agreement. the Interconnection Customer
may strike out and initial all references to the $50.000 deposit. While the deposit
requitement is waived. the Interconnection Customer is responsible for all costs
associated with the performance of the System Impact Study related to the request
and will be billed for such costs following the completion of the System Impact
Study. In some cases. where no network impacts are identified and there are no
other projects in the vicinity of the small resource addition. the System Impact
Study may not be required and the project will proceed directly to the Facilities
Study.

Issued By: Craig Glazer Effective: June 1. 2006
Vice President. Federal Government Policy
[ssued On: August 31. 2005



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PIM Interconnection, L.L.C. Second Revised Sheet No. 218B
FERC Electric Tarift Superseding 1™ Rev First Revised Sheet No. 2188
Sixth Revised Volume No. |

- 110.3 System Impact Study

As with the Feasibility Study. expedited analysis procedures will be utilized.
where appropriate. tn the course of the System Impact Study.

l.oad deliverability will only be evaluated tor sub-arcas where margins are known
10 be limited. In most cases. the addition of small Generation Capacity Resources |
will improve local deliverability margins. However, it sub-area margins are
known to be hmited. the impact of the new resource will be evaluated based on its
impact on the contingencies limiting emergency imports to the sub-area.

Generation dehiverability is tested using linear analysis tools. In most cases, small
capacity addiuons will have no impact on generator deliverability in an arca. It
violations are observed. more detailed testing using AC tools 1s required.

Stability analysis is generally not performed for small capacity additions. It the
capacity of an existing generating resource 15 increased by 20 MW or less,
stability will be evaluated tor critical contingencies only it existing stabiliy
margins are small. New Generation Capacity Resources of 20 MW or less will |
only be evaluated 1if they are connected at a locauon where stability margins
assoctated with existing resources are small.

- Short circuit calculations are performed during the System Impact Study tor small
resource additions. taking into consideration all elements of the regional plan, to
ensure that circuit breaker capabitities are not exceeded.

Once the System Impact Study 1s completed. a System Impact Study report will
be prepared and transmitted to the Interconnection Customer along with a
Facilities Study Agreement. In order to remain in the Interconnection Queue, the
Intecrconnection Customer must return the executed Facilities Study Agreement
within 30 days. along with a deposit in the amount of the estimated cost of the
Facilities Study. If no transmission system facilitics are required. the Facilities
Study may not be required and the project will proceed directly to the execution
of an Interconnection Service Agreement.
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- 110.4 Facilities Study

As with larger gencration projects, transmission facilities design for any required
Attachment Facilities. Local Upgrades andior Network Upgrades will - be
performed through the exceution of a Facilities Study Agreement between the
Interconnection Customer and Transmission Provider.  Transmission Provider
may contract with consultants. including the transmission owners, or contractors
acting on their behalf. to perform the bulk of the activities required under the
Facilities Study Agreement.  In some cases, the Interconnection Customer and
Transmission Provider may reach agreement allowing the  Interconnection
Customer to separately arrange for the design of some of the required
transmission facilities. [n such cases. tacilities design will be reviewed. under the
Facilities Study Agreement. by the transmission owner.

Facilities design for small capacity additions will be expedited to the extent
possible. In most cases, tew or no Network Upgrades will be required for small
capacity additions. Attachment Facilities, for some small capacity additions. may.
in part. be elements of a “turn key™ instatlation.  In such instances. the design of
“turn kev™ attachments will be reviewed by the transmission owners or their
contractors.

110.5 Interconnection Service Agreement

As with larger generation projects. an Interconnection Service Agreement must be
- exceuted and tiled with the FERC.  The Interconnection Service Agreement
identifies the obligations. on the part of the Interconnection Customer., to pay for
transmission facilities required to facilitate the interconnection and the Capacity
Interconnection Rights which are awarded to the Generation Capacity Resource. |

In general. the execution of an Interconnection Service Agreement is no ditterent
for capacity additions of 20 MW or less than for larger Generation Capacity |
Resources.  However, in instances where an increase of 20 MW or less o an
existing Generation Capacity Resource can be put in service immediately. a |
moditied Interconnection Service Agreement may be exccuted. It such an
increase is expedited through the System Impact Study phase. ahead of Jarger
projects alrcady in the Interconnection Queue. an  Interconnection Service
Agreement will be executed granting interim Capacity Interconnection Rights.
These interim rights will allow the capacity increase to be implemented and the
resource to participate in the capacity market until studies have been completed
for carlier queued resources and all related obligations have been defined. At
such time. the interim rights awarded the smaller capacity addition will become
dependent on the construction of any required transmission facilities and the
satistaction of any financial obligatons tor those facilities. If. once those
obligations are defined. the smaller capacity addition desires 1o retain the interim
Capacity Interconnection Rights, a new Interconnection Service Agreement will
be executed.
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- If a new Generation Capacity Resource of 20 MW or less can be quickly |
connected to the system. interim Capacity Interconnection Rights can be awarded.
as above. through the execution of a modified Interconnection  Service
Agreement.

110.6 Other Requirements

Requirements and  application  procedures refated to PIM - membership are
specified in the PIM Manuals.  Additionally. the PIN Manuals detail a range of
operational requirements tor generation owners related to. among other things, the
need for control center facilitics and modeling in the PIM Energy Management
System and unit commitment tools.

111 Permanent Energy Resource Additions Of 20 MW Or Less

This section describes procedures related to the submission and processing of requests
related to the interconnection of new generation resources of 20 MW or less or the increase in
capability. by 20 MW or less, of an existing generation resource. for which Capacity
Interconnection Rights will not be granted.  Such resources may participate in the PIM energy
markets. but not in the PIM capacity markets. They may. theretore, not be used by load serving
entities to meet capacity obligations imposed under the PIM Reliability Assurance Agreement or
the Reliability Assurance Agreement-South.  These procedures apply to gencration resources
which, when connected to the system, are expected to remain connected to the system for the
normal life span of such a generation resource. These procedures do not apply to resources that
are specifically being connected to the system temporarily. with the expectation that they will

- later be removed.

111.1 Application

The Interconnection Customer desiring the interconnection of a new Encrgy
Resource of 20 MW or less or the increase in capabihity, by 20 MW or less, ot an
existing resource. must submit a completed Attachment N Form of Generation
[nterconnection Feasibility Study Agreement.  Attachment N of the PJM Tantt
may be found on the PIM web site at wwyw.pjm.com/geninter/geninter himi and
must be submitted to Transmission Provider.

111.2 Feasibility Study

Feasibility Study analyses can generally be expedited by examining a limited
contingeney set that focuses on the impact of the small Energy Resource addition
on contingency limits in the vicinity of the resource.  Lincar analysis tools are
used to evaluate the impact of a small Energy Resource addition with respect to
compliance with Applicable Regional Reliability Council contingency criteria.
Generally, small resource additions will have very limited and isolated impacts on
svstem facilities. If criteria violations are observed. further AC testing is required.

Short circuit calculations are performed for small resource additions to ensure that
circuit breaker capabilities are not exceeded.
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- Once the Feasibility Study is completed. a Feasibility Study report will be
prepared and transmitted to the Interconnection Customer along with a System
Impact Study Agreement. In order to remain in the Interconnection Queue, the
Interconnection Customer must return the exceuted  System  Impact Study
Agreement within 30 days. along with documents demonstrating that an initial air
permit application has been filed. if required. The requirement for a $50.000
deposit associated with the System Impact Study Agreement is waived.  In
submitting the System Impact Study Agreement, the Interconnection Customer
may strike out and initial all reterences to the $30.000 deposit. While the deposit
requirement is waived. the Interconnection Customer is responsible for all costs
associated with the performance of the System Impact Study related to the request
and will be billed for such costs tollowing the completion of the System Impact
Study. In some cases, where no network impacts are identitied and there are no
other projects in the vicinity of the small resource addition, the System Tmpact
Study mav not be required and the project will proceed directly to the Facilities
Study.

111.3 System Impact Study

As with the Feasibility Study. expedited analysis procedures will be utilized.
where appropriate. in the course of the System Impact Study.

l.oad deliverability and generation deliverability tests are not pertormed for
Lnergy Resources.

Stability analysis is generally not performed for small capacity additions. It the

-w capacity of an cxisting generating resource is increased by 20 MW or less.
stability will be evaluated for critical contingencies only it cxisting stability
margins are small. New Generation Capacity Resources of 20 MW or Jess will |
only be cvaluated if they are connected at a location where stability margins
associated with existing resources are small.

Short circuit calculations are performed during the System Impact Study for small
resource additions. taking into consideration all ¢lements of the regional plan. to
ensure that circuit breaker capabilities are not exceeded.

Once the System Impact Study is completed, a System Impact Study report will
be prepared and transmitted to the Interconnection Customer along with a
Facilitics Study Agreement. In order to remain in the interconnection queuc, the
Interconnection Customer must return the executed Facilities Study Agreement
within 30 days. along with a deposit in the amount of the estimated cost of the
Facilities Study. If no transmission system facilities are required, the Facilities
Study may not be required and the project will proceed directly to the execution
of an Interconnection Service Agreement.

[ssued By: Craig Glazer Effective: June 1, 2006
Vice President. Federal Government Policy
fssued On: August 31,2005



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PJM Interconnection. L.1.C. Fourth Revised Sheet No. 229
FERC Electric Tanft Superseding Third Revised Sheet No. 229
Sixth Revised Volume No. |

Total Generation Owner Monthly Revenue Requirement is the sum of the Zonal
Generation Owner Monthly Revenue Requirements for all Zones in the PIM
Regton.

Allocation Factor is the monthly transmission use of cach Network Customer or
Transmission Customer per Zone or Non-Zone. as applicable. on a megawatl
basis divided by the total transmission use in the Zone or in the PJM Region. as
applicable. on a megawatt basis,

For Network Customers, monthly transmission use on a megawatt basis 1s
the sum ot a Network Customer’s daily values of DCPZ or DCPN/Z (as
those terms are defined in Section 34.1) as applicable. for all days of the
month.

For Transmission Customers. monthly transmission use on a megawatt
basis is the sum of the Transmission Customer’s hourly amounts of
Reserved Capacity in the month (not curtailed by PIM) divided by 24.

Adjustment Factor is determined as the sum of the total monthly transmission usc
in the PJM Region. exclusive of such use by Transmission Customers serving
Non-Zone Load. divided by the total monthly transmission use in the PIM Region
on a megawatt basts.

In the event that a single customer is serving load in more than one Zone, or serving Non-
Zone Load as well as load in one or more Zones. or is both a Network Customer and a
Transmission Customer. the Monthly Charge for such a customer shall be the sum of the
Monthly Charges determined by applying the appropriate formulae set forth in this Schedule 2
for each category of service.

Payment to Generation Owners

Fach month. the Transmission Provider shall pay cach generation owner an amount cqual
to the generation owner’s monthly revenue requirement as accepted or approved by the
Commission. In the event a generation owner sells a Generation Capacity Resource(s) which is |
included in its current effective monthly revenue requirement accepted or approved by the
Commission. payments in that generation owner’s Zone may be allocated as agreed to by the
owners of Generation Capacity Resourees in that Zone. Such owners shall inform Transmission |
Provider of any such agrecement. In the absence of agreement among such owners. the
Commission. upon application, shall establish the allocation.
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SCHEDULE 9-5
Capacity Resource and Obligation Management Service

a) Capacity Resource and Obligation Management Service compnises the activities
of PIM associated with (1) assuring that customers have arranged for sufficient gencrating
capacity to meet their istalled unforced capacity obligations under the Rehability Assurance
Agreement ("RAAT) - the -Rehabiib—Asrance - Svgreement-South T RAA-South™) and  the
RehabHty—ewrice Agreemet-West (RaaA-Westo: (1) processing Network  Integration
Transmission Service: ard-(111) administering the capacity credit market i Rehability Pricing
Model auctions tor the PIM Region; and (iv) administering or providing technical support for the
RAA-South-and-RAA-West (as delegated to PIM under the RAAL and RAA-South and RAA-
West), including, but not limited to. long-term load forecasting, studies to establish reserve
requirements. and the determination of each Load-Serving Entity’s capacity obligations. PIM’s
¢Capacity Internet-hased tool enables many of these functions. PIM provides this service
[.oad-Serving Entities and to owners of Capacity Resources, as such terms are defined in the
RAA. RAA-South and % Wast,

b) PIM will charge cach lLoad-Serving Entity in the PIM Region cach month a
charge equal to the Capacity Resource and Obligation Management Service Rate stated below
times the summation for cach day of such month of the Aceounted-For Untorced Capacity
Obligation of such user. as determined for each such dav pursuant to Schedule 7 of the RAA.
Schedale 7% of the RAA-South or Schedide 7 of the RAA-West: provided. however, that
calcuhating such vser’s Accouted-For Obheation for purposes o this Schedule 9-30 such wser's
AN load credits shall pot-be deducted-from-sich user s-diverqty Tactorwdivsted sunmmer poake:
iy world otherwise be calerated-tiderthe tormtheset-forth-tch Sehedie 7.

<) In addition to any charge under paragraph (b). PIM will charge each month. cach
entity that self-scheduled, or sold and cleared, v a Rehability Pricing Model Auction, owner ol
Capacity Resources committed 1o serve load for such each month, a charge equal to the (‘upucil\'
Resource and Obligation Management Service Rate stated below times such owsnrer's-entity 's
total share, in MWs, of the Unforced Capacity of all Capacity Resources ewnedawheleorn
part-cleared or seil=scheduled by such ownerentity, lor commitment o serve lowd during such
monthwhere such owner's share- ef-the Undorced - € apactty- of cach-apaciv-Resoureeparttatly
ewned-bv—ueh-ovner—shal-bewmproportiontosich-owher s-percentige ownership interestan
steh-CapactyResonree-atd-where the- B idoreed-Capactiv- ofeach Capacity Resowrce shall be
the Untorced Capacity most recentby-deternined-traceordapeewith-the- K- R AA-South-oF
R Westforsueh-Capacivy—Resowmree—toresch—dm—ot-the month tor which the charge under

Hris-parnaraphtesbemg calenhited.

Issued By:  Craig Glazer Eftective: June 1. 2006
Vice President. Federal Government Policy
[ssued On: August 31, 2005



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PIM Interconnection., L.1..C. Second Revised Sheet No. 319
FERC Electrie Tantt Superseding First Revised Sheet No, 319

Sixth Revised Volume No. |
B. Transmission Congestion Credits.
1. General.

Financial Transmission Rights may be acquired by purchase in the Financial Transmission
Rights auctions or in the secondary market provided for in Section 7 of the Appendix to this
Attachment K. The Office of the Interconnection will post information on the OASIS regarding
FTR auction results. FIR transters. including which FIRs have been transferred. the amount of
the transter (MW). the duration of the transter and the identity of the buyer and selfer.

For a new PIM zone. cach Transmission Customer purchasing Firm Point-to-Point Service. cach
Network Customer. with respect to its reservation of firm transmission service for deliveries
from Network Resources to Network Load. and cach Transmission Owner with respect o its
reservation of firm transmission service for the delivery of energy from Generation Capacity |
Resources to Native Load Customers (any of the foregoing being referred to as a “Firm
Transmission User™), shall receive Financial Transmission Rights ("FTRs™) corresponding to
points of receipt and delivery designated for their firm uses of the Transmission System. Such
FTRs shall remain in ettect until the first annual allocation ot Auction Revenue Rights 1o oceur
after the integration of such new PIM zone into the PIM Interchange Energy Market.

Fach holder of an FTR shall receive the total Transmission Congestion Credits determined in
accordance with section B(2) of this Attachment.

2. Determination of Credit.

(1) Overview. For cach hour with respect to which the Transmission Provider receives
pavments of Transmission Congestion Charges. determined in accordance with section A of this
Attachment. Transmission Congestion Credits shall be allocated to the holders ot Financial
Transmission Rights.  As explained in subsection (b). the Financial Transmission Rights are
associated with the points on the Transmission System between which the Firm Transmission
User to whom the FTR was originally issued has arranged for the firm transmission of ¢lectric
energy. whether on a network or point-to-point basis.  Holders of FIRs receive credits
attributable to the difference. if any, between Locational Marginal Prices at the Point or Points of
Receipt and the Point or Points of Delivery associated with the Financial Transmission Rights.
As explained in subscctions (b) and (c). cach F1R holder shares in Transmission Congestion
Credits to the extent it holds Financial Transmission Rights between the Point or Points of
Receipt and the Point or Points of Delivery at which congestion is experienced in a particular
hour. Distribution of credits in this manner ensures that each FIR holder will not incur energy
costs that are greater than the costs of energy tfrom the generation resources associated with the
FTR holder’s Financial Transmission Rights. Target allocations of Transmission Congestion
Credits to holders of Financial Transmission Rights are calculated in accordance with subsection
(¢) and Transmission Congestion Credits are distributed in accordance with that allocation. as
described in subscetion (d).
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- 1.3.10 Internal Market Buver.

“Internal Market Buyer” shall mean a Market Buyer making purchascs of energy
from the PIM Interchange Energy Market for ultimate consumption by end-users
inside the PIM Region that are served by Network Transmission Service.

1.3.11 Inadvertent Interchange,

“Inadvertent Interchange™ shall mean the difference between net actual energy
flow and nct scheduled energy flow into or out of the individual Control Arcas
opcrated by PIM, as determined and allocated each hour by the Office of the
Interconnection in accordance with the procedures set forth in the PJM Manuals
to each Electric Distributor that reports to the Office of the Interconnection its
hourly net energy flows from metered tic hines.

1.3.12 Market Operations Center.

“Market Operations Center” shall mean the equipment, facilitics and personnel
used by or on behalf of a Market Participant to communicate and coordinate with
the Office of the Interconnection in connection with transactions in the PJM
Interchange Encrgy Market or the operation of the PJM Region.

1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency™ shall mean an Emergency declared by the
Office of the Interconnection in which the Office of the Interconnection
anticipates rcquesting onc or more Gengeration Capacity Resources or Avatlable
Capactty Resoufees—to operate at its maximum net or gross electncal power
output, subject to the equipment stress himits for such Generation Capacity
Resources, in order to manage, alleviate, or end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the
Office of the Interconnection in which the Office of the Interconnection
anlicipates requesting one or more generating rcsources to operate at or beclow
Normal Minimum Gencration, in order to manage, alleviate, or end the
Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism
that is 1n cffect and being used to calculate the distnbution of energy, over
specific transmission interfaces, from energy transactions.
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- 1.4 Market Buyers.
1.4.1 Qualification.
(a) To beecome a Market Buyer, an entity shall submit an application to the

Office of the Interconnection, in such form as shall be establhished by the Otfice of
the Interconnection.

(b) An applicant that 1s a L.oad Serving Entty or that will purchase on behalf
of or for ultimate delivery to a Load Scrving Entity shall cstablish to the
satisfaction of the Office of the Intcrconnection that the end-users that will be
served through cnergy and related services purchased in the PJM Interchange
Encrgy Market, arc located electrically within the PIM Region, or will be brought
within the PJM Region pnior to any purchases from the PIM Interchange Encrgy
Market. Such applicant shall further demonstrate that:

1) The Load Scrving Entity for the end users is obligated to mcet the
requircments  of the Rcliability  Assurance  Agreement,  Reltability
AsstranceAreemtent-Sounthror RehabHity Assurance A greement-West; -as
apphicable: and

1) The Load Serving Entity for the end users has arrangements in place
for Network Transmission Secrvice or Point-To-Point Transmission
Service for all PJM Interchange Energy Market purchases.

- (c) An applicant that is not a Load Serving Entity or purchasing on behalf of
or for ultimate delivery to a Load Scrving Entity shall demonstrate that:

1) The applicant has obtained or will obtain Network Transmission
Service or Point-To-Point Transmission Service for all PJM Interchange
Energy Market purchascs; and

) The applicant’s PIM Interchange Energy Market purchases waill
ultimately be delivered to a load in another Control Arca that is recognized
by NERC and that complics with NERC’s standards for operating and
planning reliable bulk clectric systems.

(d) An applicant shall not be required to obtain transmission scrvice for
purchases from the PJM Interchange Energy Market to cover quantity deviations
from its sales in the Day-ahcad Energy Market.

(e) All applicants shall demonstrate that:

i) The applicant is capable of complying with all applicable metering,
data storage and transmission, and other reliability, opcration, planning
and accounting standards and requircments for the operation of the PJM
Region and the PJM Interchange Encrgy Market;
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determination.  The Office of the Interconnection shall respond promptly to any
reasonable and timely request by a Member for additional information regarding
the basis for the Office of the Interconnection’s determination, and shall take such
action as it shall decem appropriate in response to any request for reconsideration
or other action submitted to the Office of the Interconnection not later than 30
days from the initial notification to the Members Committee.

1.4.5 Existing Participants.

Any entity that was qualified to participatc as a Market Buyer in the PIM
Interchange  Encrgy Market under the Operating  Agreement  of PJM
Interconnection L.L.C. in eftfect immediately prior to the Effective Date shall
conunuc to be qualified to participate as a Market Buyer in the PIM Interchange
Encrgy Market under this Agreement.

1.4.6 Withdrawal,

(a) An Internal Market Buyer that 1s a Load Serving Entity may withdraw
from this Agreement by giving written notice to the Office of the Interconnection
specifying an effective date of withdrawal not carlicr than the effective date of (1)
its withdrawal from the Rehability Assurance Agreement—ReliabHity—-Assuranee
Agreement-South  or  Reliabity —Assurance—Aureement-West, or (i) the
assumption of its obligations under the Rchability Assurance Agreement,

- Rehabrhty—Assurance -Agreement-Sonth—or—Rehabtiity  Assurance--Agreement-
West by an agent that is a Market Buyer.

(b} An External Market Buyer or an Internal Market Buyer that is not a l.oad
Serving Entity may withdraw from this Agrcement by giving wnitten notice to the
Office of the Interconnection specifying an effective date of withdrawal at least
one day afler the date of the notice.

(c) Withdrawal from this Agreement shall not relieve a Market Buyer of any
obligation to pay for clectric energy or related services purchased from the PJM
Interchange Energy Market prior to such withdrawal, to pay its share of any fces
and charges incurrcd or assessed by the Office of the Interconnection prior to the
datec of such withdrawal, or to fulfill any obligation to provide indemnification for
the conscquences of acts, omissions or events occurring prior to such withdrawal;
and provided, further, that withdrawal from this Agreement shall not relieve any
Markct Buyer of any obligations it may have under, or constitutc withdrawal
from, any other Related PJM Agreement.

(d) A Markct Buyer that has withdrawn from this Agrecment may reapply to
become a Market Buyer in accordance with the provisions of this Section 1.4,
provided 1t is not in default of any obligation incurred under this Agreecment.
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bl 1} Administer the PJM Interchange Encrgy Market as part of
the PJM Region, including scheduling and dispatching  of
generation resources, accounting for transactions, renderning bills to
the Market Participants, recciving payvments from and disbursing
payments to the Market Participants, maintaining appropriate
records, and monitoning the compliance of Market Participants
with the provisions of this Agrcement, all in accordance with
apphicable provisions of the Office of the Interconnection
Agreement, and the Schedules to this Agreement;

i) Review and evaluate the qualification of entities to be
Market Buyers or Market Sellers under applicable provisions of
this Agreement,

i) Coordinate, 1in accordance with applicable provisions of
this Agreement, the Rcliability Assurance Agreement,  the
Rehabdity Assurance Agreement-South—the RehabHiy—Assurance
Avreement-West—the West Transmission Owners Agreement, the
South Transmission Owner Agreement and the East Transmission
Owncrs Agrcement, maintenance schedules for generation and
transmission rcsources operated as part of the PIM Region;

- v) Provide or coordinate the provision of ancillary scrvices
nccessary for the operation of the PJM Region or the PIM
Intcrchange Encrgy Market;

v) Determine and declare that an Emergency 1s expected to
exist, cxists, or has ceased to exist, in all or any part of thc PJM
Regton, or in another directly or indirectly interconnected Control
Area and serve as a primary point of contact for interested state or
federal agencies;

vi) Enter into (a) agreements for the transfer of energy in
conditions constituting an Emergency in the PJM Region or in an
interconnected Control Area, and the mutual provision of other
support in such Emergency conditions with other interconnected
Control Arcas, and (b) purchascs of Emergency energy offered by
Members from generation rcsources that arc not Capacity
Resources 1n conditions constituting an Emergency in the PJM
Region;
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- 1.7.10 Other Transactions.

{(a) Market Participants may enter into bilateral contracts for the
purchase or sale of clectric energy to or from cach other or any other cnuty,
subject to the obligations of Market Participants to make Generation Capacity ]
Resources available for dispatch by the Office of the Interconnection.  Bilateral
arrangements that contemplate the physical transfer of energy to or from a Market
Participant shall be reported to and coordinated with the Office of the
Interconnection in accordance with this Schedule.

(b) Market Participants shall have Spot Market Backup with respect to
all bilatera) transactions that are not dynamically scheduled pursuant to Section
1.12 and that arc curtailed or interrupted for any reason (except for curtailments or
interruptions through active load management for load located within the PJM
Region).

(c) To the extent the Office of the Interconnection dispatches a
Giencrating Market Buyer's generation resources, such Generating Market Buyer
may clect 1o net the output of such resources against its hourly Equivalent Load.
Such a Generating Market Buyer shall be deemed a buyer from the PIM
Interchange Encrgy Market to the extent of its PJM Interchange Imports, and shall
be deemed a seller to the PJM Interchange Encrgy Market to the extent of its PJM
Interchange Lxports.

(d) A Market Seller may self-supply Station Power for its generation
facility in accordance with the following provisions:

(1) A Market Scller may self-supply Station Power for its
genceration facility during any month (1) when the net output of
such facility is positive, or (2) when the net output of such facility
is negative and the Market Scller during the same month has
available at other of its gencration facilities positive nct output in
an amount at least sufficient to offsct fully such negative nct
output. For purposcs of this subsection (d), “nct output™ of a
gencration facility during any month mecans the facility’s gross
encrgy output, less the Station Power requirements of such facility,
during that month. The determination of a generation facility’s or
a Market Seller’s monthly net output under this subsection (d) will
apply only to determine whether the Market Seller sclf-supplied
Station Power during the month and will not affect the price of
energy sold or consumed by thc Market Seller at any bus during
any hour during the month. For each hour when a Market Scller
has positive net output and delivers energy into the Transmission
Svstem, it will be paid the locational marginal price (“LMP”) at its
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- d) A unit capable of automatic encrgy dispatch that also is providing
Spinning Reserve shall have its energy dispatch range reduced by the amount of
the Spinning Reserve provided. The amount of Spinning Reserve provided by a
unit shall scrve to redefine the Normal Maximum Generation energy limit of that
unit 1n that the amount of Spinning Reserve provided shall be subtracted from its
Normal Maximum Generation energy limit.

1.7.20 Communication and Operating Requirements.

(a) Market Participants. Each Market Participant shall have, or shall
arrange to have, its transactions in the PIM Intcrchange Encrgy Market subject to
control by a Market Operations Center, with staffing and communications
systems capable of recal-timc communication with the Officc of the
Interconnection during normal and Emecrgency conditions and of control of the
Market Participant’s relevant load or facihties sufficient to meet the requirements
of the Market Participant’s transactions with the PJM Interchange Energy Market,
including but not limited to the following requirements as applicable.

(b) Market Sellers selling from resources within the PJM Region shail:
report to the Office of the Interconnection sources of encrgy available for
operation; supply to the Officc of the Interconnection all applicable Offer Data;
rcport to the Office of the Interconncection units that are sclf-scheduled; report to
the Office of the Interconnection bilateral sales transactions to buyers not within
the PJM Region; confirm to the Office of the Interconnection bilateral sales to
Market Buyers within the PJM Region; respond to the Office of the
Intcrconncection’s  directives to  start, shutdown or change output levels of
generation umits, or change scheduled voltages or reactive output levels;
continuously mamtain all Offer Data concurrent with on-linc operating
information; and ensure that, where so cquipped, generating equipment 1§
operated with control cquipment functioning as specified in the PJM Manuals.

{c) Market Scellers selling from resources outside the PIM Region
shall: provide to the Office of the Interconnection all applicable Offer Data,
including offers specifying amounts of cnergy available, hours of availability and
prices of energy and other services; respond to Office of the Interconnection
directives to schedule delivery or change delivery schedules; and communicate
delivery schedules to the Market Seller’s Control Arca.

(d) Market Participants that arc Load Serving Entitics or purchasing
on behalf of Load Serving Entitics shall: respond to Office of the Interconnection
directives for load management steps; report to the Office of the Interconnection
Generation_Capacity Resources to satisfy capacity obligations that are available |
for pool operation; report to the Office of the Interconnection all bilateral
purchasc transactions; respond to other Office of the Interconnection directives
such as those required during Emergency operation.
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1.9.2  Planned Outages.

(a) A Generator Planned OQOutage shall be included in Generator
Planned Qutage schedules established pnor to the scheduted start date for the
outage, 1n accordance with standards and procedures specified in the PJM
Manuals.

{b) The Office of the Interconnection shall conduct Generator Planned
Outage scheduling for Generation Capacity Resources in accordance with the
Reliability Assurance Agreement—the—Rehabtiy—ssurance—Agreement-Seuth:
the—Rehabty—Assurance—AsreementWesk and the PIM Manuals and 1n
consultation with the Members owning or controlling the output of Capuctty
Resvureessuch Resources. A Market Participant shall not be expected to submit
offers for the sale of energy or other scrvices, or to satisfy delivery obligations,
from all or part of a generation resource undergoing an approved Gencerator
Planned Outage. If the Office of the Interconnection determines that approval of
a Generator Planned Outage would significantly affect the reliable operation of
the PJM Region, the Office of the Interconncction may withhold approval or
withdraw a prior approval. Approval for a Generator Planned Outage of a
Generation Capacity Resource shall be withheld or withdrawn only as nccessary I
to consure the adequacy of reserves or the rchiability of the PIM Region 1n
connection with anticipated miplementation or avoidance of Emergency
proccdures. If the Office of the Interconnection withholds or withdraws approval,

- it shall coordinate with the Market Participant owning or controlling the resource
to reschedule the Generator Planned Qutage of the-CapaettyResource(Genceration
Resource at the carliest practical time. The Office of the Interconnection shall if
possible propose altemative schedules with the intent of minimizing the economic
impact on the Market Participant of a Generator Planned Outage.

(c) The Office of the Interconnection shall conduct Transmission
Planned Outage scheduling in accordance with procedures specified in, as
applicable, the East Transmission Owners Agreement, South Transmission Owner
Agreement or West Transmission Owners Agreement and the PJM Manuals, and
in accordance with the following procedures:

() Transmission Owners shall submit Transmission Planned
Outage schedules one year in advance for all outages that arc
cxpected to exceed five working days duration or that are anticipated
to result in significant system impacts, with regular (at Icast monthly)
updates as new information becomes available.

(1) Transmission Owners shall submit notice of all Transmission
Planned Outages to the Office of the Intcrconnection by the first day
of thc month preceding the month the outage will commence, with
updatcs as new information becomes available.
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- (in)  If notice of a Transmussion Planned Outage 1s not provided
by the first day of the month preceding the month the outage will
commence, and 1if such outage 1s determined by the Office of the
Interconneetion to have the potential to cause transmission system
congestion, then the Office of the Interconnection may require the
Transnission Owner to implement an alternative outage schedule to
reduce or avoid the congestion. The Office of the Interconnection
shall perform this analysis and notify the Transmission Owner in a
timely manner if it will require rescheduling of the outage.

(iv)  The Office of the Interconnection shall post notice of
Transmission Planned Qutages on OASIS upon receipt of such
notice from the Transmission Owner; provided, however, that the
Office of the Interconnection shall not post on OASIS notice of any
component of a Transmission Planned QOutage to the extent such
component shall directly reveal a generator outage.  In such cases,
the Transmission Owner, n addition to providing notice to the Office
of Interconnection as required above, concurrently shall inform the
affected  Generation Owner of such outage, limiting such
communication to that necessary to describe the outage and to
coordinatc with the Generation Owner on matters of safety to
persons, facilities, and equipment. The Transmission Owner shall
not notify any other Market Participant of such outage and shall
arrange any other necessary coordination through the Office of the
Interconnection.

In addition, if the Office of the Interconnection determines that transmission maintenance
schedules proposed by one or more Members would significantly affect the efficient and rehable
operation of the PIM Region, the Office of the Interconnection may cstablish alternative
schedules, but such alternative shall minimize the economic impact on the Member or Members
whose maintenance schedules the Office of the Interconnection proposcs to modify.

(d) The Office of the Interconnection shall coordinate resolution of
outage or other planning conflicts that may give risc to unrcliable system
conditions. The Members shall comply with all maintcnance schedules
established by the Office of the Interconnection.

1.9.3 Generator Maintenance Outages.

A Market Participant may request approval for a Generator Maintenance Qutage
of any Generation Capacity Resource from the Office of the Interconnection in |
accordancc with the timetable and other procedures specified in the PJM Manuals.
The Office of the Interconnection shall approve requests for
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- Generator Maintenance Qutages for such a Generation Capacity Resource unless
the outage would threaten the adequacy of reserves in. or the reliability of, the
PJM Region. A Market Participant shall not be expected to submit offers for the
sale of energy or other services. or to satisfy delivery obligations, from a
generation  resource  undergoing an  approved full or partial - Generator
Maintenance Qutage.

1.9.4 Forced Qutages.

{(a) Each Market Scller that owns or controls a pool-scheduled
resource. or a Generation Capacity Resource whether or not pool-scheduled. shall: |
(1) advise the Office of the Interconnection of a Generator Forced Outage suftered
or anticipated to be suffered by any such resource as promptly as possible: (i)
provide the Office of the Interconnection with the expected date and ume that the
resource will be made available; and (iil) make a record of the events and
circumstances giving rise to the Generator Forced Outage. A Market Seller shall
not be expected to submit ofters for the sale of energy or other services, or satisfy
delivery obligations, from a generation resource undergoing a Generator Forced
Outage. A Cieneration Capacity Resource that does not deliver all or part of its |
scheduled energy shall be deemed to have experienced a Generator Foreed
Outage with respect to such undelivered energy. in accordance with standards and
procedures for full and partial Generator Forced Outages specified in the

- Reliability Assurance Agreement, the—Rehiabiity—Assuiranee- Agreement-South:
the Reliabibity AssuraneeAgreenent-West-and the PJIM Manuals.

(M The Office of the Interconnection shall receive notification of
Forced Transmission QOutages, and information on the retum to service, of
‘Transmission Facilities in the PJM Region in accordance with standards and
procedures specified in, as applicable. the East Transmission Owners Agreement .
South Transmission Owner or West Transmission Owners Agreement and the
PJM Manuals.

1.9.5 Market Participant Responsibhilities.

Each Market Participant making a bilateral sale covering a period greater than the
following Operating Day from a gencrating resource located within the PIM
Region for delivery outside the PIM Region shall furnish to the Office of the
Interconnection, in the form and manner specified in the PJM Manuals,
information regarding the source of the energy. the load sink. the energy schedule,
and the amount of energy being delivered.

1.9.6 Internal Market Buyer Responsibilities.

Fach Internal Market Buyer making a bilateral purchase covering a period greater
than the following Operating Day shall furnish to the Office of the
[nterconnection, in the form and manner specitied in the PIM Manuals.
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-~ (b) In addition to the secasonal verification of all ratings, each
Transmission Owner shall submit to the Operations Planning Department {or
successor Department) of the Oftice of the Interconncction updates to its
transmission facility ratings as soon as such Transmission Owner 1s awarc of any
changes. Such  Transmission Owner shall provide the Office of the
Interconnection with detailed data justifying all such transmission facihity ratings
changes.

{c) All Transmission Owners shall submit to the Operations Planning
Department (or successor Department) of the Office of the Interconnection formal
documentation of any procedure for changing facility ratings under specific
conditions, including: the detailed conditions under which such procedures will
apply, detailed explanations of such procedures, and detailed calculations
justifying such pre-cstablished changes to facility ratings. Such procedures must
be updated twice each year consistent with the provisions of this section.

1.9.9 Office of the Interconnection Responsibilities.

(a) The Office of the Interconnection shall perform scasonal operating
studies to asscss the forecasted adequacy of generating reserves and of the
transmission system, in accordance with the procedures specified in the PIM
Manuals.

(b) The Office of the Interconnection shall maintain and update tables

- sctting forth Operating Reserve and other reserve objectives as specified in the
PJM Manuals and as consistent with the Reliability Assurance Agreement, and

Reliability Assurance Agreement-South—aad—Reliability—Assurance rrgreement

{c} The Office of the Interconnection shall receive and process
requests for firm and non-firm transmisston service in accordance with procedures
specified in the PJM Tariff.

(d) The Office of the Interconncction shall maintain such data and
information relating to generation and transmission facilities in the PJM Region
as may bc necessary or appropriate to conduct the scheduling and dispatch of the
PJM Interchange Encrgy Market and PJM Regton.

() The Office of the Interconnection shall maintain an historical
database of all transmission facility ratings, and shall review, and may modify or
reject, any submitted change or any submitted procedure for pre-established
transmission facility rating changes. Any dispute betwcen a Transmission Owner
and the Officc of the Interconnection concerning transmission facility ratings shall
be resolved in accordance with the dispute resolution procedures in schedule 5 to
the Operating Agreement; provided, however, that the rating level determined by
the Office of the Interconnection shall govern and be effective during the
pendency of any such dispute.
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- Interconnection if the parties to the transaction are not willing to incur
Transmission Congestion Charges in the Real-time Encrgy Market in
order to complete any such scheduled bilateral transaction. Scheduling of
bilatcral transactions shall bec conducted 1n accordance with the
specifications in the PIM Manuals and the following requirements:

1) Internal Market Buyers shall submit schedules for all
bilateral purchases for detivery within the PJM Region, whether
from generation resources inside or outside the PJM Region;

1) Market Sellers shall submit schedules for bilateral sales to
entitics outside the PJM Region from gencration within the PJM
Region that is not dynamically scheduled to such entities pursuant
to Section 1.12; and

111) In addition to the foregoing schedules for bilateral
transactions, Market Participants shall submit confirmations of
each scheduled bilateral transaction from cach other party to the
transaction in addition to the party submitting the schedule, or the
adjacent Control Arca.

(d) Market Sellers wishing to scll into the Day-ahead Energy
Market shall submit offers for the supply of energy (including energy from
hydropower units), Regulation, Operating Reserves or other services for
the following Operating Day. Offers shall be submitted to the Office of
the Interconncction in the form specificd by the Officc of the
Interconnection and shall contain the information specificd in the Office of
the Intcrconnection’s Offer Data specification, as applicable. Market
Sellers owning or controlling the output of a Generation Capacity
Resource that has met-clcared in_a Base Residual Auction or Incremental
Auction as specified in Attachment Y of the PJM Tariff, and that has not
been rendered unavailable by a Generation Planned Outage, a Generator
Maintenance Outage, or a Generation Forced Outage shall submit offers
for the available capacity of such Generation Capacity Resource, including
any portion that is self-scheduled by the Generating Market Buyer

clainingthe resource-as—aCupacity Resouree.  The submission of offers
for resourcc increments that are—netCapaetyReseurces—have not_been

cleared in a Base Residual Auction or an Incremental Auction shall be
optional, but any such offers must contain the information specified in the
Office of the Interconnection’s Offer Data specification, as applicable.
Energy offered from Ggcneration resewrees-Resources that are-net-have
not clcared a Base Residual Auction or an_Incremental Auction Capaetty
Reseurces—shall not be supplied from resources that are included in or
otherwise committed to supply the Opcrating Reserves of a Control
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bt Area outside the PIM Region. The foregomg offers:

1) Shall specify the generation Generation reseuree-Resource
and energy for each hour 1n the offer period;

1) Shall specify the amounts and prices for the entire
Opcerating Day for each resource component offered by the Market
Seller to the Office of the Interconnection;

) If based on encrgy from a specific gencrating unmit, may
specify start-up and no-load fees equal to the specification of such
fees for such unit on file with the Oftice of the Interconnection;

iv) Shall set forth any special conditions upon which the
Market Scller proposes to supply a resource increment, including
any curtailment rate specified in a bilatcral contract for the output
of the resource, or any cancellation fees;

v) May include a schedule of offers for prices and operating
data contingent on acceptance by the deadline specified in this
Schedule, with a sccond schedule applicable if accepted after the
foregoing deadlinc;

vi) Shall constitute an offcr to submit the resource increment to
the Office of the Interconnection for scheduling and dispatch in
accordance with the terms of the offer, which offer shall remain
open through the Operating Day for which the offer is submitted;

vii)  Shall be final as to thc pricc or prices at which the Market
Scller proposcs to supply cnergy or other services to the PJM
Interchange Energy Market, such price or prices being guarantecd
by the Market Scller for the period extending through the end of
the following Operating Day; and

viii)  Shall not cxcced an energy offer price of $1,000/megawatt-
hour.

ix) __If a Generation Capacity Resource was self-supplied or
offered and cleared the Base Residual Auction or an Incremental
Auction_and is committed to satisfy Resource Opcrational
Rchability Requirements, as defined _in Schedule 9.1 of the
Reliability Assurance Agreement, the Market Seller must spectfy

such specific opcrating attributes.
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- (¢) A Market Seller that wishes to make a resource available to sell
Regulation service shall submit an offer for Regulation that shall specify
the MW of Regulation being offered. the Regulation Zone for which such
regulation is offered, the price of the offer in dollars per MWh, and such
other information specified by the Office of the Interconnection as may be
necessary to evaluate the offer and the resource’s opportunity costs. The
price of the offer shall not exceed
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S100 per MWh in the case of regulation offered tor all Regulation Zones,
cxcept that offers for Regulation by Amcrican Electric Power Company
and Virginia Elcctric Power Company and.'or their respective affiliates for
the Regulation Zone comprised of the ECAR Control Zone(s), MAIN
Control Zone(s), or the VACAR Control Zone shall be cost-based
consisting of the following components:

i. The costs {in $MW) of the fuel cost increase due to the
heat rate increasc resulting from operating a unit at lower
MW output incurred from the provision of Regulation;

ii. The cost increasc (in SYMW) in variablc operating and
maintenance costs resulting from operating the unit at
lower MW output incurred from the provision of
Regulation; and

iii.  An adder of up to $7.50 per MW of Regulation
provided.

Qualificd Regulation capability must satisfy the verification tests specified
in the PJM Manuals.

() Each Market Seller owning or controlling the output of a
Generation Capacity Resource shall submit a forecast of the availability of
each such Generation Capacity Resource for the next scven days. A
- Market Selier (i) may submit a non-binding forecast of the price at which
it expects to offer a generation resource increment to the Office of the
Interconnection over the next seven days, and (ii) shall submit a binding
offer for energy, along with start-up and no-load fees, if any, for the next
seven days or part thercof, for any generation resource with mimmum
notification or start-up requircment greater than 24 hours.

(g) Fach offer by a Market Scller of a (Generation Capacity |
Resource shall remain in effect for subsequent Operating Days until
superseded or canceled.

(h) The Office of the Interconnection shall post on the PJIM
Open Access Same-time Information System the total hourly loads
scheduled in the Day-ahead Energy Market, as well as, its estimate of the
combined hourly load of the Market Buyers for the next four days, and
peak load forecasts for an additional three days.

(1) All Market Participants may submit Increment Bids and/or
Decrement Bids that apply to the Day-ahead Energy Market only. Such
bids must comply with the requirements set forth in thc PJM Manuals and
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- must specify amount, location and price. if any, at which the Market
Participant desires to purchase or sell encrgy in the Day-ahead Energy
Market. The Office of the Interconnection may require that a market
participant shall not submit in excess of 3000 bid/offer segments in the
Day-shcad Fnergy Market, when the Officc of the Interconnection
determines that such himit is required to avoid or mitigate significant
system performance problems related to bid/offer volume. Notice of the
need to impose such limit shall be provided prior to 10:00 a.m. EPT on the
day that the Day-ahead Encrgy Market will clear. For purposcs of this
provision, a bid/offer segment is each pairing of price and megawatt
quantity submitted as part of an Increment Bid or Decrement Bid.

m A Market Scllier that wishes to make a resource available to sell
Spinning Reserve shall submit an offer for Spinning Reserve that shall
specify the megawatt of Spinning Reserve being offered. the price of the
offer in dollars per megawatt hour, and such other information specified
by the Office of Interconnection as may be necessary to evaluate the offer
and the energy used by the resource to provide the Spinning Reserve and
the resource's unit specific opportunity costs.  The price of the offer shail
not excced the variable operating and maintenance costs for providing
Spinning Reserve plus seven dollars and fifty cents.

(k) Market Scllers owning or controlling_the _output of_a Demand
Resource that was seif-supplied. or_offered and cleared in the _Base
Residual Auction or_one of the Incremental Auctions, or_owning or
controlling the output of an I1LR resource which was certificd as specified
in Attachment Y of the PIM_Taritf, may submit demand reduction hids for
the available load reduction capability of the Demand_Resource or T1.R
resource.  The submission _of demand_reduction_bids for resource
increments that have not cleared in the Base Residual Auction or in_one of
the Incremental Auctions, or for 11.R resources that were_not certified,
shall be optional, but any such bids must contain the information spectfied
in the PJM Economic I.oad Response Program to be included in such bids.
A Demand Resource that was self-supplicd or offered and clearcd in a
Basc Residual Auction or an Incremental Auction may submit _a demand
reduction_bid in the Day-ahcad Encrgy Market as specified in the
Economic Load Response Program, provided howcver, that in the event of
an Emereency, PJM shall require Demand Resources and ILR resources to
reduce Joad notwithstanding that the Zonal LMP_ at the time such
Emergency is declared is below the price identified in the demand
reduction bid.
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- 1.10.3 Self-scheduled Resources.

Self-scheduled resources shall be governed by the following principles and
procedures.

(a) Each Generaung Market Buyer shall use all rcasonable cfforts,
consistent with Good Utihity Practice, not to sclf-schedule resources in excess of
its Equivalent [Load.

(b) The offered prices of resources that arc self-scheduled, or
otherwise not following the dispatch orders of the Office of the Interconnection,
shall not be considered by the Office of the Intcrconnection in determining
[.ocational Marginal Pnices.

(¢) Market Participants shall make available their self-scheduled
resources to the Office of the Interconnection for coordinated operation to supply
the Operating Reserves needs of the applicable Control Zone, by submitting an
offer as to such resources.

(d) A Market Participant scli-scheduling a resource in the Day-ahcad
Encrgy Market that docs not deliver the energy in the Real-time Energy Market.
shall replace the energy not delivered with energy from the Real-time Encrgy
Market and shall pay for such energy at the applicable Real-time Price.

1.10.4 Capacity Resources.

(a) A Generation Capacity Resource, that 1s_selected as a pool- ]
scheduled resource shall be made available for scheduling and dispatch at the
dircction of the Office of the Intcrconnection. Such A a Generation Capacity |
Resource that does not deliver encrgy as scheduled shall be deemed to have
expenienced a Generator Forced Outage to the extent of such energy not
delivered. A Market Participant offering such Generation Capacity Resource in |
the Day-ahead Energy Market shall replace the energy not delivered with energy
from the Real-time Energy market and shall pay for such energy at the apphicable
Real-time Price.

(b) Encrgy from a Generation Capacity Resource that has not been |
scheduled in the Day-ahead Energy Market may be sold on a bilateral basis by the
Market Seller, may be sclf-scheduled, or may be offered for dispatch during the
Operating Day in accordance with the procedures specified in this Schedule.
Such aA Gengerauon Capacity Resource that has not been scheduled in the Day- |
ahcad Energy Market and that has been sold on a bilateral basis must be made
available upon request to the Office of the Interconnection for scheduling and
dispatch during the Operating Day 1f the
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Office of the Interconnection declares a Maximum Generation Emergency. Any
such resource so scheduled and dispatched shall receive the applicable Real-time
Price for energy delivered.

() A Generation Capacity Resource that has been self-scheduled shall
not receive payments or credits for start-up or no-load fees.

1.10.5 External Resources.

(a) External Resources may subnut offers to the PIM Interchange
Energy Market, in accordance with the day-ahead and real-time scheduling
processes specified above.  An External Resource sclected as a pool-scheduled
resource shall be made available for scheduling and dispatch at the direction of
the Office of the Interconnection, and except as specified below shall be
compensated on the same basis as other pool-scheduled resources.  External
Resources that are not capable of dynamic dispatch shall, if sclected by the Office
of the Interconnection on the basis of the Market Seller’s Otfer Data, be block
loaded on an hourly scheduled basis. Market Sellers shall offer External
Resources to the PJM Interchange Encrgy Market on either a resource-specific or
an aggregated resource basis. A Market Participant whose pool-scheduled
resource does not deliver the energy scheduled in the Day-ahcad Encrgy Market
shall replace such energy not delivered as scheduled in the Day-ahcad Energy

~— Market with cnergy from the PJM Rcal-time Energy Market and shall pay for
such ¢nergy at the applicable Real-time Price.

(b) Offers for External Resources from an aggregation of two or more
generating units shall so indicate, and shall specify, in accordance with the Offer
Data requirements specified by the Office of the Interconnection: (i) energy
prices; (1) hours of cnergy availability; (ii1) a mintimum dispatch level; (1v) a
maximum dispatch level; and (v) unless such information has previously been
madc available to the Office of the Intcrconncction, sufficient information, as
specified in the PJM Manuals, to enable the Office of the Interconnection to
model the flow into the PJM Region of any encrgy from the External Resources
scheduled in accordance with the Offer Data. If a Market Seller submits more
than one offcr on an aggregated resource basis, the withdrawal of any such offer
shall be decmed a withdrawal of all higher priced offers for the same period.

(©) Offers for External Resources on a resource-specific basis shall
specify the resource being offered, along with the information specified in the
Offer Data as applicable.
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had PJM Manuals. Each Market Seller shall ensure that the entity controlling a pool-
dispatched resource offercd or made available by that Market Seller complics
with the energy dispatch signals and instructions transmitted by the Office of the
Interconnection.

1.11.3A Maximum Generation Emergency.

If the Office of the Interconnection declares a Maximum Genceration Emergency,
all deliveries to load that is served by Point-to-Point Transmission Scrvice outside
the PJM Region from Generation Capacity Resources may be interrupted in order |
1o serve load in the PIM Region.

1.11.4  Regulation.

(a) A Market Buyer may satisfy its Regulation Obligation from its
own resources capable of performing Regulation service, by contractual
arrangements with other Market Participants able to provide Regulation service,
or by purchases from the PJM Interchange Energy Market at the rates sct forth in
Scction 3.2.2.

(b) The Office of the Interconnection shall obtain Regulation service
from the least-cost alternatives available from either pool-scheduled or self-
scheduled resources as nceded to meet Regulation Zone requirements not
otherwise satisfied by the Market Buyers. Resources offering to sell Regulation
shall be sclected to provide Regulation on the basis of cach resource’s regulation
offer and the cstimated opportunity cost of the resource providing regulation and
in accordance with the Office of the Interconnection’s obligation to minimize the
total cost of energy, Operating Reserves, Regulation, and other ancillary services.
Estimated opportunity costs shall be determined by the Office of the
Interconnection on the basis of the expected value of the cnergy sales that would
be foregone or uncconomic cnergy that would be produced by the resource in
order to provide Regulation, in accordance with procedures specified in the PIM
Manuals. If the Office of the Intcrconnection is not able to distinguish resources
offering Regulation on the basis of their regulation offers and estimated
opportunity costs, resources shall be sclected on the basis of the quality of
Regulation provided by the resource as determined by tests administered by the
Office of the Interconnection.

(c)  The Office of the Intcrconnection shall dispatch resources for
Regulation by sending Regulation signals and instructions to rcsources from
which Regulation service has been offered by Market Scllers, in accordance with
the PJM Manuals. Market Sellers shall comply with Regulation dispatch signals
and instructions transmitted by the Office of the Interconnection and, in the event
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- 4.3  Fmergency Fnergy Purchases.

The pricing for Emergency energy purchases will be determined by the Office of the
Interconnection and: (a) an adjacent Control Arca, in accordance with an agreement
between the Office of the Interconnection and such adjacent Control Arca, or (b) a
Member. in accordance with arrangements made by the Office of Interconnection to
purchase energy offered by such Member from resources that are not Capacity
Resources.

5. CALCULATION OF TRANSMISSION CONGESTION CHARGES AND
CREDITS

5.1 Transmission Congestion Charge Calculation.
5.1.1 Calculation by Office of the Interconnection.

When the transmission system 1s operating under constrained conditions, or as
necessary to provide third-party transmission provider losses in accordance with
Section 9.3, the Office of the Interconnection shall calculate Transmission
Congestion Charges for cach Network Service User, the PIM Interchange Energy
Market, and cach Transnussion Customer.

5.1.2 General.

The basis for the Transmission Congestion Charges shall be the differences in the
Locational Marginal Prices between points of delivery and points of reccipt, as
determined in accordance with Section 2 of this Schedule.

5.1.3 Network Service User Calculation.

Ilach Nctwork Service User shall be charged for the increased cost of energy
incurred by it during cach constrained hour to deliver the output of its firm
Generation Capacity Resources or other owned or contracted for resources, its
firm bilateral purchases, and its non-firm bilateral purchases as to which it has
clected to pay Transmission Congestion Charges. The Transmission Congestion
Charge for deliverics from each such source shall be the Network Service User's
hourly net bill less its hourly nct PJM Interchange payments or sales as
determined in accordance with Section 3.2.1 or Scctions 3.3 and 3.3.1 of thus
Schedule.

5.1.4 Transmission Customer Calculation.

Each Transmission Customer using Firm Point-to-Point Transmission Service (as
defined in the PJM Tariff), and cach Transmission Customer using Non-Firm
Point-to-Point Transmission Service (as defined in the PJM Tanff) that has
clected to pay Transmission Congestion Charges, shall be charged for the
- increased cost of energy during constrained hours for the delivery of energy using
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revenues, cach holder of Auction Revenue Rights shall be assigned a sharc of the
total auction revenues in proportion to its Auction Revenue Rights target
allocations for Auction Revenue Rights which have a positive Target Allocation
value. Auction Revenue Rights which have a negative Target Allocation value are
assigned the full Target Allocation value as a negative Auction Revenuc Right
Credit.

7.5 Simultaneous Feasibility.

The Office of the Interconnection shall make the simultancous feasibility determinations
specified herein using appropriate  powerflow models of contingency-constrained
dispatch.  Such determinations shall take into account outages of both individual
generation units and transmission facilities and shall be based on reasonable assumptions
about the configuration and availability of transmission capability duning the period
covered by the auction that are not inconsistent with the determination of the
deliverability of Generation  Capacity Resources under the Rcliability  Assurance
Agreement, Reliabibty-vssurance Agreement-South or Rehubihity-AssuranceAgreement-
West. The goal of the simultancous feasibility determination shall be to ensure that there
are sufficient revenues from ‘Transmission Congestion Charges to satisfy all Financial
Transmission Rights obligations for the auction period under expected conditions and to
ensure that there arc sufficient revenucs from the annual Financial Transmission Right
Auction to satisfy all Auction Revenue Rights obligations.

- 8. INTERREGIONAL TRANSMISSION CONGESTION MANAGEMENT
PILOT PROGRAM

8.1 Introduction.

The following procedures shall govern the redispatch of gencration to alleviate
transmission congestion on sclected pathways on the transmission systems operated by
the Office of the Interconnection and the New York ISO ("NYISO”). The procedurcs
shall be used solely when, in the excreise of Good Utihity Practice, the Office of the
Interconnection or NYISO determines that the redispatch of generation units on the
other’s transmission systcm would reduce or climinate the nced to resort to Transmission
Loading Relief or other transmission-related emergency procedures.

8.2 Identification of Transmission Constraints.

(a) On a periodic basis determined by the Office of the Interconnection and
NYISO, the Officc of the Interconnection and NYISO shall identify potential
transmission operating constraints that could result in the necd to usc Transmission
Loading Relicf or othcr emergency procedures in order to alleviate the transmission
constraints, the necd for which could be reduced or climinated by the redispatch of
generation on the other’s system.

Issued By:  Craig Glazer Effective: June 1, 2006
Vice President, Federal Governmental Policy
Issued On:  August 31, 2005



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PJM Interconnection, L.1.C. Sccond Revised Sheet No. 419 TI}/ M
FERC Electric Tariff Superseding First Revised Sheet No. 419
Sixth Revised Volume No. |

lm'rrtan-rﬂlo- -

- 1. PJM informs the requesting participant of acceptance into the program
and notifies the appropriate LSE and EDC of the participant’s acceptance
into the program.

Any end-use customer intending to run distributed generating units 1n
support of local load for the purpose of participating in this program must
represent. in writing to PJM that it holds all applicable environmental and
use permits for running those generators. Continuing participation in this
program will be deemed as a continuing representation by the owner that
each time its distributed generating unit is run in accordance with this
program, it is being run in compliance with all applicable permits, including
any emissions, run-time limit or other constraint on plant operations that
may be imposed by such permits.

EMERGENCY OPERATIONS

PJM will initiate the request for load reduction following the declaration of
Maximum Emergency Generation and prior to the implementation of AbM
ILR Steps 1 and 2. (Implementation of the Emergency Load Response
Program can be used for regional emergencies.) It is implemented whenever
generation is needed that is greater than the highest economic incremental
cost. PJM posts the request for load reduction on the PJM web site, on the
Emergency Conditions page, and on eData, and issues a burst email to the
Emergency Load Response majordomo. A separate All-Call message 1s also
1ssued.

Operational procedures are described in detail in the PJM Manual for
Emergency Operations.

VERIFICATION

PJM requires that the load reduction meter data be submitted to PJM within
60 days of the event. If the data are not received within 60 days, no payment
for participation is provided. Meter data must be provided for the hour prior
to the event, as well as every hour during the event.

These data files are to be communicated to PJM either via the Load Response
Program web site or email. Files that are emailed must be in the PJM-
approved file format. Meter data will be forwarded to the EDC and LSE upon
receipt, and these parties will then have ten (10) business days to provide
feedback to PJM. All load reduction data are subject to PJM Market
Monitoring Unit audit.
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-~ MARKET SETTLEMENTS

Payment for reducing load 1s based on the actual kWh relief provided plus
the adjustment for losses. The minimum duration of a load reduction request
15 two hours. The magnitude of relief provided could be less than, equal to, or
grecater than the kW amount declared on the Emergency Load Response
Program Registration form.

PJM pays the higher of the applicable Locational Marginal Price (LMP) or
$500/MWh to the PJM Member that nominates the load. Payment will be
equal to the measured reduction (either measured output of backup
generation or the difference between the measured load the hour before the
reduction and each hour during the reduction) adjusted for loses times the
higher of the applicable Locational Marginal Price (LMP) otherwise in use for
settlement of the given load or $500/MWh.

During emergency conditions, costs for emergency purchases in excess of
LMP are allocated among PJM Market Buyers in proportion to their increase
in net purchases from the PJM energy market during the hour in the real
time market compared to the day-ahead market. Consistent with this pricing
methodology, all charges under this program are allocated to purchasers of

- energy, 1n proportion to their increase in net purchases from the PJM energy
market during the hour from day-ahead to real time.

payment or credit for energy not consumed during ABRM-ILR events.  If the
LSE that submitted the customer for ALM ILR credit indicates that the
customer 1s not eligible for simultaneous credit under the Load Response
program and ALM-ILR is called for concurrent with the Load Response I
program, then payments will be made to the customer according to the Load
Response program only for the time during which ALM-11L.R obligations were
not 1n effect. Any response 1n excess of the contracted ALM-ILR amount will
be compensated under the Load Response program for the entire duration of
response.

Program charges and credits will appear on the PJM Members monthly bill,
as described in the P.JM Manual for Operating Agreement Accounting
and the PJM Manual for Billing.
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~ INTRODUCTION
PJM LOAD RESPONSE PROGRAM

THIS PROGRAM IS DESIGNED TO PROVIDE AN INCENTIVE TO END-
USE CUSTOMERS OR CURTAILMENT SERVICE PROVIDERS TO
ENHANCE THE ABILITY AND OPPORTUNITY FOR REDUCTION OF
CONSUMPTION WHEN PJM LOCATIONAL MARGINAL PRICES ("LMP")
PRICES ARE HIGH. THE PROGRAM PURPOSEFULLY
INCORPORATES INCENTIVES THAT ARE GREATER THAN STRICT
ECONOMICS WOULD PROVIDE FOR THE SAME CURTAILMENT. THIS
DEPARTURE FROM ECONOMICS IS JUSTIFIED TO OVERCOME
INITIAL BARRIERS TO END-USE CUSTOMER LOAD RESPONSE. THIS
PROGRAM IS NOT INTENDED TO BE A PERMANENT FIX TO THE
LACK OF LOAD RESPONSE SEEN IN THE PJM MARKETS TODAY.
THE DESIGNERS OF THIS PROGRAM CONTEMPLATE THAT WHEN
THE EXISTING MARKET BARRIERS ARE REMOVED AND END-USE
CUSTOMERS ARE BETTER ABLE TO RESPOND TO REAL TIME
PRICES, THE NEED FOR THIS PROGRAM AND OTHERS LIKE IT WILL
DISAPPEAR. UNTIL THAT HAPPENS, HOWEVER, PROGRAMS LIKE
THIS ARE NECESSARY FOR FULLY FUNCTIONING MARKETS.

Economic Load Response Program - Real Time
This option will provide a mechanism by which any qualified Load Serving Entity
(“LSE") or Curtailment Service Provider (* CSP") may offer end-use customers
the opportunity to, or end-use customers that are PJM members independently
may choose to, reduce load they draw from the PJM system during times of high
prices and receive payments based on real time LMP for the reductions.

The program will be effective June 1, 2002, and will remain in effect until
December 1, 2004. At that time, the program will be terminated unless it is

extended by a two-thirds sector vote of the Members Committee.

Economic Load Response Program - Day Ahead
This option will provide a mechanism by which any qualified LSEs or CSPs may
offer end-use customers the opportunity to, or end-use customers that are PJM
members independently may choose to, commit to a reduction of load they draw
from the PJM system in advance of real time operations and receive payments
based on day-ahead LMP for the reductions.

The program will be effective June 1, 2002, and will remain in effect until
December 1, 2004. At that time, the program will be terminated unless it is
extended by a two-thirds sector vote from the Members Committee.
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This program is not intended to be a replacement for Active--Load Maragement
Interruptible Load for Reliability ("“ALMILR"), but rather an additional means by which
distributed generation resources and end-use customers capable of reducing load can
participate in PJM operations and markets.
-
-
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PJM shall recover LMP less an amount equal to applicable generation and
transmission charges from the LSE that otherwise would have the load that was
reduced. The amount equal to the generation and transmission charges, if any,
will be recovered from all load within the zone in which the load that was reduced
is located. If the total amount of recoverable charges reflecting generation and
transmission charges for the entire program exceeds $17.5 million in a year,
thereafter participants will receive LMP less an amount equal to the applicable
generation and transmission charges regardless of the level of LMP.

An ALM-ILR Providercustomer may participate in the Economic Load Response
program during ALM--ILR events as long as the customer's ALM--ILR contract
explicitly excludes payment or credit for energy not consumed during ALM-ILR
events. If the LSE that submitted the customer for ALM-ILR credit indicates that
the customer is not eligible for simultaneous credit under the Economic Load
Response program and ALM ILR is called for concurrent with the Economic Load |
Response program, then payments will be made to the end-use customer or
representative according to the Economic Load Response program only for the
time during which ALM-|LR obligations were not in effect. Any response in
excess of the contracted ALM—ILR amount will be compensated under the
Economic Load Response program for the entire duration of response.

Program credits will appear on the PJM Member's monthly bill, as described in
the PJM Manual for Operating Agreement Accounting and the PJM Manual
for Billing.

REPORTING

PJM will submit any required reports to FERC on behalf of the Economic Load
Response Program participants. PJM will also post this document, as well as any
other program-related documentation on the PJM web site. PJM shall submit
two reports to the FERC with respect to the Economic Load Response Program.
The first report shall be filed on May 31, 2003. The second report shall be filed
on October 31, 2004, concurrently with PJM's report evaluating the PJM
Emergency Load Response Program. These reports shall review and evaluate
the Economic Load Response Program and shall include (1) evaluations of
whether the current demand response programs are the best means for eliciting
the maximum possible amount of demand response; (2) an evaluation of the
Non-metered Customer Pilot Program, including whether the pilot program is the
best means of obtaining participation by small customers; (3) examination of
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An ALM-ILR customer may participate in the Economic Load Response program
during AEM-ILR events as long as the customer's AEM-ILR contract explicitly
excludes payment or credit for energy not consumed during ALM ILR events. If
the LSE that submitted the customer for ALM ILR credit indicates that the
customer is not eligible for simultaneous credit under the Economic Load
Response program and ALM-ILR is called for concurrent with the Economic Load |
Response program, then payments will be made to the end-use customer or
representative according to the Economic Load Response program only for the
time during which ALM-ILR obligations were not in effect. Any response In
excess of the contracted ALM-ILR amount will be compensated under the
Economic Load Response program for the entire duration of response.

Program credits will appear on the PJM Member's monthly bill, as described in
the PJM Manual for Operating Agreement Accounting and the PJM Manual
for Billing.

NON-PERFORMANCE

End-use customers or their representatives (LSEs/CSPs) that have load
reductions committed in the day-ahead market that cannot demonstrate hourly
performance in real time equal to at least that of the day-ahead commitment will
be charged real time LMP for the amount of the shortfall, plus any associated
day-ahead operating reserve credits. Any extra funds collected by PJM as a
result of this charge will serve to reduce the overall day-ahead operating
reserves charge for that hour.

REPORTING

Same as real time.
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C. Virtual Bid Screening Process

If it is determined that Virtual Bid Screening is required for a market participant, the
screening process will be conducted in the PIM eMKT web interface. The process will
automatically reject all virtual bids and offers subnmtted by the PJM market participant if
the participant’s Credit Available for Virtual Bidding 1s exceeded by the Virtual Credit
Exposure that is calculated based on the participant’s submitted bids and offers as
described below.

A Participant/Member’s Virtual Credit Exposure will be calculated on a daily basis for all
virtual bids submitted by the market participant for the next operating day using the
following equation:

Virtual Credit Exposure — the lesser of:

(i) ((total MWh bid or offered, whichever is greater, hourly at cach node) x Nodal
Reference Price x 2 days) summed over all nodes and all hours; or

(i1) (a) ((the total MWh bid or offered, whichever is greater, hourly at each node) x
the Nodal Reference Price x 1 day) summed over all nodes and all hours; plus (b) ((the
difference between the total bid MWh cleared and total offered MWh cleared hourly at
cach node) x Nodal Reference Price) summed over all nodes and all hours for the
previous three cleared day-ahead markets.

A Mcmber/Participant’s  Credit  Available for Virtual Bidding will be the
Member/Participant’s Working Credit Limit less any unpaid billed and unbilled amounts
owcd to PJM, plus any current month unbilled amounts owed by PJM to the
Mcmber/Participant, less any credit required for FTR or other credit requirement
dcterminants as defined 1in this Policy.

Each PJM Market Participant that is identified as requiring Virtual Bid Screening based
on bidding history will be screened in the following manner: If the participant’s Virtual
Credit Exposure exceeds its Credit Available for Virtual Bidding, the Market Participant
will be notified via an eMKT crror message, and the submitted bids will be rejected.
Upon such notification, the Market Participant may alter its virtual bids and offers so that
its Virtual Credit Exposure does not exceed its Credit Available for Virtual Bidding, and
may resubmit them. Bids may be submitted in one or more groups during a day. If onc
or more groups of bids is submitted and accepted, and a subscquent group of submitted
bids causes the total submitted bids to cxcced the Virtual Credit Exposure, then only that
subsequent set of bids will be rejccted. Previously accepted bids will not be affected,
though the Market Participant may choose to withdraw them voluntarily.

IV.  RELIABILITY PRICING MODEIL AUCTION CREDIT REQUIREMENTS

Settlement during any Dclivery Year of cleared positions resulting or expected to result from

Activity, and the provisions of this Attachment Q shall apply to any such activity and
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- obligations arising therefrom.  In addition, the provisions of this scetion shall_apply to_any
entity seeking to _participate in any RPM Auction, to address_credit_risks umque_to_such
aucnons.

A. Applicability

A Market Seller seeking to submit_a Selt Offer in any Reliability Pricing Model Auction
based on_any_Capacity Resource for which there is a matenially increased risk of_non-
performance must_satisty the credit requirement_specified _in section IV.B - before
submitting such Sell Otfer.  Credit must be maintained unul such nsk of non-

reduction in such risk, as sct torth in Section IV.C.

IFor purposes of this provision, a resource for which there is a materially increased risk of
non-pertormance shall mean: (1) a Planned Generation Capacity Resource; (11) a Planned
Demand Resource: (1) a Qualifying Transmission Upgrade, or (iv) an_existing

submitted in a Sell Offer has not secured firm transmission service to_the border of the
PIM Region sufficient to satisfy the_deliverability requircments of the Reliability
Assurance Agreement.

B. Reliability Pricing Model Auction Credit Requirement

For any resource specified in Section 1V.A, the credit requirement shall be the RPM
Auction Credit Rate, as provided_in Section 1V.D, times the mesawatts to be offered for
sale from such resource in a Reliability Pricing Model Auction. _As set forth in Section
IV.D, the Auction (redit Reguirement shall be determined separately for cach Scason of
a Delivery Year. The RPM Auction Credit Requirement for cach Market Seller shall be
the sum of the credit requirements for all such resources_to be offered by such Market
Seller across any or all Scasons of the auction.

C. Reduction in Credit Requirement

The RPM Auction Credit Requirement for a Market Seller will be reduced for any Season

be proportional to the quantity, in megawatts, that failed to clear in_such Season. As
specified in Scction IV.D, the RPM Auction Credit Rate also may_be reduced under

certain circumstances afler the auction has closed.

In addition, thc RPM Auction Credit Requirement for a Participant for any Scason of a
given Delivery Year shall be reduced periodically, provided the Participant successfully
meets progress milestones that reduce the risk of non-performance, as follows:

a For Planncd Demand Resources, the RPM Auction Credit_Regquirement
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will be reduced in direct proportion to the megawatts of such Demand Resouree
that the Resource Provider gualities as a Capacity Resource, 1n accordance with

b. For_existing Generation Capacity Resources located outside the PIM
Region that have not secured sulficient firm transnussion to_the border of the PJM
Region prior to the auction in whigh such resource is first offered, the RPM Credit
Requirgment shall be reduced in dirget proportion to the megawatts of firm
transmission service secured by the Market Seller that gualify such resonrce under
the deliverability requirements of the Reliability Assurance Agreement.

shall be reduced 10 50% of the amount calculated under Section {V.B beginning
as of the effective date of an Interconnection Service Agreement, and shall be
reduced to zero on the date of commencement of Interconnection Service.

¢.____ For Planned Gengeration Capacity Resources, the RPM Credit Requirement

placed I service.

D). RPM Auction Credit Rate

Market Sellers offering resources into a Rehability Pricing Model Auction for any Season
of a Delivery Year will_incur a forward financial obligation to PIM ift (1) the_otfered
resource clears in such auction; (i) the Market Scller subsequently becomes deficient in
its ability to provide such resource; (iii) the Market Scller participates in_a_First or Third
Incremental Auction 1o obtain replacemient resources lor such Scason Delhivery Year to

As set forth in the PJM Manuals, a separate Auction Credit Rate shall be calculated tor
cach Secason of a Delivery vear prior to cach Reliability Pricing Model Auction for such
Delivery Year, as follows:

a. For a Base Residual_Auction for a Delivery Year, the Auction Credit Rate for cach
Season shall be the marpinal value of system capacity determined in the Base
Residual Auction for the same Season of the prior Delivery Year, times the number of
days in such Season. times the Maximum Price Exposure factor described below;
provided, however, that for the each Secason of the Delivery Year addressed in the
first RPM Base Residual Auction, the marginal valuc of system capacity used in this

be posted prior to the auction.
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- For any_Incremental_Auction for a Delivery Year, the Auction_ Credit Rate for cach
Secason shall be_the marginal value of system capacity determimed for such Scason in

b. Subsequent _to any auction, the Auction Credit Rate uscd for _ongoing credit
requirements for_supply committed for any Season in such auction shall be the lesser
of the Auction Credit Rate established prior_to offering into the auction, and the
actual marginal valug of svstem capacity (times the number of days_in such Season,
times the Maximum Price Exposure factor described below) that was posted for that
auction tor all of a supplier’s ofiers which cleared in that auction.

c. The Maximum Price Exposure factor will be caleculated as follows:

1. Prior to the date that three Incremental Auctions, for a given Scason of any
Delivery Year(s). have been conducted, the Maximum Price Exposure factor

for ecach Scason will be the maximum expected two-year percent price
increase with a 90% confidence based on PIM’s market simulations.

9

After three Incremental Auctions have been conducted _for any Delivery
Year(s), but before six such auctions have been conducted. the Maximum
Price Exposure factor for each Scason will be calculated initially in the same
manner as_for the first three Incremental Auctions, but_shall be reduced to the
extent_the greatest percent_price increase for a given Scason (as mcasured
between any Incremental Auction and its associated Base Residual Auction)
was less than the value initally calculated, and shall be increased to the extent

was greater than the value initially caleulated.

3. Afler six Incremental Auctions have been conducted for any Delivery Year(s),
the Maximum Price Exposurc_factor for cach Scason will be the second
largest percent price increase (as measurcd between any Incremental Auction
and_its associated Base Residual Auction) for_any Incremental Auctions for
such Secason conducted during the then-current calendar year or duning any of
the three preceding calendar years.

F.. Forms of Financial Security

In addition to the forms of credit specified elsgwhere in this Attachment Q, the following

form of unsecured credit shall be available to Market Sellers, but solely for purposcs of

satisfying RPM Auction Credit Requirements. If a supplicr has a history of being a net

seller into PJM markets. on average, over the past 12 months, then PJM will count as

available unsecured credit twice the average of that participant’s total net monthly PIM
- bills over the past 12 months.
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- v, FORMS OF FINANCIAL SECURITY |

Applicants/Participants/Members that provide Financial Security must provide the security in
a PIM approved form and amount according to the guidelines below.  Acceptable forms of
Financial Sccurity include cash deposits and letters of credit.
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e The letter of credit must clearly state the full names of the "Issuer”, "Account Party”
and "Beneficiary” (PJM), the dollar amount available for drawings, and shall specify
that funds will be disbursed upon presentation of the drawing ceriificatc in
accordance with the instructions stated in the letter of credit. The letter of credit
should specify any statement that is required to be on the drawing certificate, and any
other terms and conditions that apply to such drawings.

e The PIM Credit Application contains an acceptable form of a letter of credit that
should be utilized by an Applicant’Partictpant/Member choosing to mect its Financial
Sccurity requirement with a letter of credit. 1f the letter of credit varics in any way
from the PJM format, it must first be reviewed and approved by PIM.  All costs
associated with obtaining and maintaining a letter of credit and mecting the policy
provisions are the responsibility of the Applicant /Participant/Member

e PJM may accept a letter of credit from a Financial Institution that docs not meet the
credit standards of this Policy provided that the letter of credit has third-party support,
in a form acceptable to PIM, from a financial institution that docs meet the credit
standards of this Policy.

VI. EVENTS OF DEFAULT |

Failurc to comply with this policy (except for the responsibihty of an

- Applicant/Participant/Member to notify PJM of a Material change) shail be considered an
cevent of default. Pursuant to §15.1.3(a) of the Operating Agrcement of PJM
Interconnection, L.[..C. and §1.7.3 of the PJM Open Access Transmission Tariff,
non-compliance with the PJM Credit Policy is an event of dcfault under those respective
Agrcements.  In cvent of default under this Credit Policy or one or morc of the
Agreements, PJM will take such actions as may be required or permitted under the
Agreements, including but not limited to the termination of Participant/Mcmber’s
ongoing Transmission Service and participation in PJM Markets. A Participant/Member
will have three (3) Business Days from notification of policy breach to remedy the
situation in a manner decmed acceptable by PJM. PJM has the right to liquidate all or a
portion of a Participant/Member’s Financial Security at its discretion to satisfy Total Net
Obligations to PJM in the event of default under this Credit Policy or one or more of the
Agreements.

VII. DEFINITIONS: |

Affiliate - Affiliatc is defined in the PJM Opecrating Agreement, §1.2.

Agreements — The Operating Agreement of PIM Intcrconnection, L.L.C_, the PJM Open
Access Transmission Tanff, the Reliability Assurance Agreement, the Reliability
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- Business Day A day in which the Federal Reserve System is open for business.

Capacity  The nstalled capacity requirement of the Reliability Assurance Agreement,
or available capacity requircment of the Reliability Assurance Agreement-West, or
similar such requirements as may be established.

Corporate Guaranty - A legal document used hy one entity to guaranty the obligations
of another entity.

Credit Available for Virtual Bidding -- An Applicant/Participant/Member’s Working
Credit Limt, less its Total Net Obligation.

Credit Score — A composite numerical score scaled from 0-100 as calculated by PJM
that incorporates various predictors of creditworthiness.

Financial Security A cash dcposit or letter of credit in an amount and form determined
by and acceptable to PIM, provided by an Applicant/Participant'Member to PJM as
sccurity in order to participate in the PJM Markets or take Transmission Service.

Market Participant - shall have the meaning provided in the Operating Agreement.

Material - For these purposes, matenal 1s defined in §1.B.3, Material Changes. For the
purposes herein, the use of the term "material” 1s not necessarily synonymous with usc of
the term by governmental agencies and regulatory bodies.

Member shall have the meaning provided in the Operating Agreement.

Net Obligation The amount owed to PJIM for purchascs from the PJM Markets,
Transmission Scrvice, (under both Part I1 and Part 111 of the O.A.T.T.), and other services
pursuant to the Agreements, after applying a deduction for amounts owed to a Participant
by PJM as it pertains to monthly market activity. In addiionaggregate amounts-that-wiH

be-owed-to-PHM-in-thefuturefor Capaecity-purchases—within-the PIM-Capacity-markets
witl-benddedtothisfigure: Should other markets be formed such that Participants may
incur futurc Obligations in those markets, then the aggregate amount of those

Obligations will also be added to the Net Obligation.
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1.4A  Authorized Commission.

- “Authorized Commission™ shall mean (1) a State public utlity commission within the
veographic limits of the PJM Region that regulates the distribution or supply ot electricity to retail
customers and is legally charged with monitoring the operation of wholesale or retail markets serving
retail suppliers or customers within its State or (1) an association or organization comprised
exclusively of State public utility commissions described in the immediately preceding clause ().

1.4B  Authorized Person.

“Authorized Person™ shall mean a person who has executed a Non-Disclosure Agreement.
and is authorized in writing by an Authorized Commission o receive and discuss confidential
information.  Authorized Persons may include attorneys representing an Authorized Commission.,
consultants and or contractors directly employed by an Authorized Commission. provided however
that consultants or contractors may not initiate requests for confidential information from the Othice
of the Interconnection or the PJM Market Monitor,

1.5 Board Member.
“Board Member” shall mean a member of the PIM Board.
1.SA  Applicable Regional Reliability Council.

“Applicable Regional Reliability Council™ shall mean the reliability council tor the region in
which a Member operates.

1.58B  Behind The Meter Generation.

“Behind The Meter Generation™ refers to one or more generating units that are located with load
at a singie electrical location such that no transmission or distribution facilities owned or operated by any

- Transmission Owner or Electric Distributor are used to dehiver energy from the generating unit[s] to the
load: provided. however, that Behind The Meter Generation does not include (1) at any time. any portion
of such generating unit]s]” capacity that is designated as a Generation Capacity Resource, or (i) in any
hour, any portion of the output of the generating unit]s| that is sold to another entity for consumption at
another electrical location or o the PJM Interchange Energy Market.

-
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1.6 Capacity Resource.
- “Capacity Resource™ shall have the meaning provided in the Reliability Assurance Agreement.
1.7 Control Area.

“Control Area” shall mean an clectric power system or combination of electric power systems
bounded by interconnection metering and telemetry to which a common automatic generation control
scheme is applied in order to:

(a) match the power output of the generators within the clectric power system(s) and energy
purchased trom entities outside the electric power system(s). with the load within the electric power
system(s):

(b) maintain scheduled interchange with other Control Areas. within the limits of Good

Litility Practice:

(c) maintain the trequency of the electric power system(s) within reasonable Timits in
accordance with Good Utlity Practice and the criteria of NERC and the applicable regional reliability
council of NERC:

(J) maintain power flows on transmission facilitics within appropriate limits (o preserve
reliability: and

() rovide sufficient generating uapacit\' o maintain operating reserves in accordance with
= = - b
Good Ul!]ll_\' Practice.

1.7.01 Control Zone.

“Control Zone™ shall mean any of the ECAR Control Zone(s), MAAC Control Zone, or MAIN
- Control Zone(s). or the VACAR Control Zone,

1.7.02 Default Allocation Assessment,

“Default AHocation Assessment”™ shall mean the assessment determined pursuant to section
15.2.2 of this Agreement.

1.7.03 Demand Resource

“Demand Resource™ shall have the meaning provided in the Reliability Assurance Agreement.

1.7A  East Transmission Owner.

“East Transmission Owner™ shall mean a Transmission Owner that has executed the Last
Transmission Owners” Agreement.

1.7B  East Transmission Owners Agreement.

“East Transmission Owners’ Agreement” shall mean that certain agreement. dated June 2, 1997
and as amended from time to time. by and among Transmission Owners in the PIM Control Arca
providing for an open-access transmission tariff in the MAAC Control Zone, and for other purposes.

1.7C ECAR.

“LCAR™ shall mean the reliability council under section 202 of the Federal Power Act.
established pursuant to the ECAR Coordination Agreement dated June 1. 1968, or any successor thereto,
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1.9 Effective Date.

- “Effective Date™ shall mean August 1. 1997, or such later date that FERC permits this
Agreement to go into effect.

L10  Emergency,

“Emergency™ shall mean: (i) an abnormal system condition requiring manual or automatic
action to maintain system frequency. or to prevent loss of tirm load. equipment damage. or tripping of
system elements that could adversely affect the reliability of an electric system or the safety of persons
or property: or (i) a fuel shortage requiring departure from normal operating procedures in order to
minimize the use of such scarce tuel: or (i) a condition that requires implementation ot emergency
procedures as defined in the PIM Manuals.

1.11 End-Use Customer.

“FEnd-Use Customer™ shall mean a Member that is a retail end-user of clectricity within the PIM
Region.

1.12  FFERC.

“FERC™ shall mean the Federal Energy Regulatory Commission or any successor tederal
agency, commission or department exercising jurisdiction over this Agreement.

1.13  Finance Committee.
“Finance Committee” shall mean the body formed pursuant to Section 7.5.1 of this Agreement.
1.14  Generation Owner.

“CGeneration Owner” shall mean a Member that owns or leases with rights cquivalent 1o

- ownership facilities for the generation of electric energy that are located within the PIM Region.
Purchasing all or a portion ot the output of a generation facility shall not be sufficient o quality a
Member as a Generation Owner.

1.14A Generation Capacity Resource.

“Ceneration Capacity Resource™ shall have the meaning provided in the Reliabihty Assurance
Agreement.

1.15  Good Utility Practice.

*Good Utility Practice”™ shall mean any of the practices. methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time period. or any of
the practices, methods and acts which, in the exercise of reasonable judgment in light of the facts known
at the time the decision was made. could have been expected to accomplish the desired result at a
reasonable cost consistent with good business practices. reliability. safety and expedition. Good Utihity
Practice is not intended to be limited to the optimum practice, method. or act to the exclusion of all
others, but rather is intended to include acceptable practices. methods. or acts generally accepted in the
region.

1.16  Information Request.

“Information Request” shall mean a written request. in accordance with the terms of this
Agreement for disclosure of confidential information pursuant to Section 18.17.4 of this Agreement.

1.17A Interruptible Load for Reliability.

- “Interruptible Load for Reliability ™ or *IL.R™ shall have the meaning specitied in the
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- 1.17 LLC.

“LLC™ shall mean PIM Interconnection. L.1.C.. a Delaware hmited Hability company.

[ssued By: Craig Glazer Eftective: June 1. 2006
Vice President. Federal Government Policy
[ssued On: August 31. 2005



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PIM Interconnection, 1..1..C. Fourth Revised Sheet No, 2
Third Revised Rate Schedule FEERC No., 24 Superseding Third Revised Sheet No. 214

1.18 Load Serving Entity.

- “T.oad Serving Entity™ shall mean an entity. including a load aggregator or power marketer, (1)
serving end-users within the PJM Region. and (2) that has been granted the authority or has an
obligation pursuant to state or local law, regulation or franchise to sell clectric energy to end-users
located within the PIM Region, or the duly designated agent of such an entity.

1.19  Tocational Marginal Price.

“[ocational Maruinal Price” shall mean the hourly integrated market clearing marginal price for
energy at the location the energy s delivered or reccived. caleulated as specitied in Section 2 of
Schedule | of this Agreement.

.20 MAAC.

“MAAC™ shall mean the Mid-Atlantic Arca Council. a reliability council under § 202 of the
Federal Power Act established pursuant to the MAAC Agreement dated August 1. 1994 or any
successor thereto.

1.20A MAAC Control Zone.

“MAAC Control Zone™ shall mean the aggregate of the Transmission Facilities ot Atlantic City
Electric Company, Baltimore Gas and Electric Company. Delmanva Power and Light Company. Jersey
Central Power and Light Company. Metropolitan Edison Company, PECO - Encrgy Company.
Pennsvivania Electric Company. PPL. Electric Utilities Corporation, Potomac Electric Power Compans.
Public Service Electric and Gas Company, and Rockland Electric Company.

1.20B  MAIN,

“MAINT shall mean the Mid-America Interconnected Network, a reliability council under § 202

. of the Federal Power Act established pursuant to the Amended and Restated Bylaws of MAIN, dated
January 8. 1998, vr any successor thereot,

1.20C  MAIN Control Zone. '

“MAIN Control Zone™ shall mean any one of the one or more Control Zones comprised ot the
Transmission Facilities of one or more of the Transmission Owners tor which MAIN is the Applicable
Regional Reliability Council. as designated in the PIM Manuals.

1.21  Market Buyer.

“Market Buver™ shall mean a Member that has met reasonable creditworthiness standards
established by the Office of the Interconnection and that is otherwise able to make purchases in the PIM
Interchange Fnergy Market.

-
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1.22  Muarket Participant.
- “Market Participant” shall mean a Market Buyer or a Market Seller. or both,
1.23  Market Seller.

“Market Seller™ shall mean a Member that has met reasonable creditworthiness standards
established by the Oftice of the Interconnection and that is otherwise able to make sales in the PJM
Interchange Energy Market.

1.24  Member.

“Member™ shall mean an entity that satisfies the requirements of Section 1.6 of this Agreement
and that (1) 1s a member of the LLC immediately prior to the Eftective Date. or (1) has executed an
Additional Member Agreement in the form set torth in Schedule 4 hereof.

1.25  Members Committee,

“Members Committee™ shall mean the committee specitied in Section 8 of this Agreement
composed of representatives of all the Members,

1.26 NERC.

“WERC™ shall mean the North American Electric Rehability Council, or any successor thereto.
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1.35  PJM Manuals.

-w “PJM Manuals™ shall mean the instructions. rules, procedures and guidelines established by the

Oftice of the Interconnection for the operation, planning. and accounting requirements of the PIM
Region and the PIM Interchange Lnergy Market.

1.35.01 PJM Market Monitor.

“PJIM Market Monitor”™ shall mean the Market Monitoring Uit established under
Attachment M to the PIM Taritt.
1.35A PJM Region,

“PJM Region™ shall mean the aggregate of the MAAC Control Zone. the PIM West Region, and
VACAR Control Zone.

1.35B  PJM South Region.
“PIM South Region™ shall mean the VACAR Control Zone.
1.36  PJM Tariff.

service within the PJM Region, including any schedules, appendices. or exhibits attached thereto, as in
etfect from time to time.

1.36 A [Reserved.|

1.36B PJM West Region.

“PINM West Region™ shall mean the aggregate of the ECAR Control Zone(s) and MATIN Control
A 4 Zone(s).

1.37  Planning Period.

“Planning Period™ shall initially mean the 12 months beginming June | and extending through
May 31 of the following year. or such other period established under the procedures ot the Rehiability
Assurance Agreement.

1.38  President.
“President™ shall have the meaning specified in Section 9.2,
1.38A Regulation Zone.

“Regulation Zone™ shall mean any of those one or more geographic areas, each consisting of a
combination of one or more Control Zone(s) as designated by the Office of the Interconnection in the
PIM Manuals. relevant to provision of. and requirements tor, regulation service.

1.39  Related Parties.

“Related Parties™ shall mean. solely for purposes of the governance provisions of  this
Agreement: (i) any generation and transmission cooperative and one of its distribution cooperative
members: and (i1) any joint municipal agency and one of its members. For purposes of this Agreement,
representatives of state or federal government agencics shall not be deemed Related Parties with respect
to each other, and a public body's regulatory authority, it any. over a Member shall not be deemed to
make it a Related Party with respect to that Member.
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1.40  Reliability Assurance Agreement.

- “Reliability Assurance Agreement” shall mean that certain Reliability Assurance Agreement
Among L.oad-Serving Entities in the PIM Region. on file with FERC as PIM Interconnection, [.1.C.
Rate Schedule FERC. No. 42, establishing obligations, standards and procedures for maintaining the
rehable operation of the PIM Region,

1.40C SERC.

“SERC™ or “Southeastern Electric Reliability Council™ shall mean the reliability council under
section 202 of the Federal Power Act established pursuant to the SERC Agreement dated January 14,
1970, or any successor thereto,
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1.47A VACAR.
- “VACAR" shall mean the group of tive companies. consisting of Duke Energy. Carolina Power

and Light. South Carolina Public Service Authority. South Carolina Electric and Gas, and Virginia
Electric and Power Company.

1.47B VACAR Control Zone.

“VACAR Control Zone™ shall mean the Transmission Facilities of Virgima Electric and Power
Company.

1.48 Voting Member.

“Voting Member™ shall mean (i) @ Member as to which no other Member is an Attiliate or
Related Party. or (i) a Member together with any other Members as to which it is an Affiliate or Related
Party.

1.49  Weighted Interest,
“Weighted tnterest™ shall be equal to (0.1(1 Ny + 0.5(B/C) - 0.2¢(1D7E) = 0.2(F /G, where:

N - the wtal number of Members excluding ex officio Members and
State Consumer Advocates (which, for purposes of Section 152 of this
agreement, shall be caleulated as of five o’clock pm. Fastern Time on the date
PIM declares a Member in defauly)

B the Member's internal peak demand for the previous calendar
vear (which, for Load Serving Enuties under the Reliability - Assurance
Agreement. shall be that used w0 caleulate Accounted For Obligation as
determined by the Oftice of the [nterconnection pursuant to Schedule 7 of the
Reliability Assurance Agreement averaged over the previous calendar year)

C - the sum of factor B tor all Members

D - the Member's generating capability from Generation Capacity

Resources located in the PIM Region as of lanuary 1 of the current calendar

vear, determined by the Oftice of the Interconnection pursuant to Schedule 9 of
the Reliability Assurance Agreement

I = the sum ot tactor 1D tor atl Members

F = the sum of the Member's circuit miles of transmission facilities
multiplied by the respective operating voltage for facilities 100 KV and above as
of January | of the current calendar year

G- the sum of factor F tor all Members
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- (g) The Electricity Markets Committee shall create subcommittees. working groups

or task forces as and when necessary to assist in performing the duties of the Electricity Markets
Committee.

8.6.2 Reliability Committee.

The Reliability Committee addresses matters related to the reliable and secure
operation of the PIM svstem and planning strategies to assure the continued ability of the Members
to operate reliably and economically. consistent with applicable reliability principles and standards.
The Reliability Committee coordinates with the Electricity Markets Committee on mechanisms to
provide an ctficient marketplace for products needed for resource adequacy and operating security.
Voting on the Reliabilits Committee shall be by sectors in accordance with Sections 8.1 and 8.4 of this
Agreement.  Neither the Reliability Committee nor the Members Committee shall have authority 0
control or direct the actions of the PIM Board or the Office of the Interconnection with regard to the
short-term reliability of grid operations within the PIM Region.  The responsibilities of the
Reliability Committee shall, more specitically. include. but not be limited to. the following:

() The Reliability  Committee shall develop and approve an annual plan
including prioritization of planned activities and initiation of activitics suppurting the approved plan.

(b) The Reliability  Committee  shall provide advice and  recommendations
concerning revisions to this Agreement. the Reliability Assurance Agreement. and the PIM Taritt
that pertain to its arcas of responsibility.

(c) The Reliability Committee shall make annual and timely recommendations
concerning the generating capacity reserve requirement and related demand-side valuation factors tor
consideration by the Members Committee. in order to assist the Members Committee in making
recommendations to the PIM Board.

(d) The Rehiability  Committee  shall provide  direction to the  Operating
Committee and Planning Committee. which committees shall report to the Reliability Commuitiee.
The Operating Committee shall advise the Rceliability Committee and  the Office ot the
Interconnection on matters pertaining to the reliable and secure operation of the PJM Region and
other matters as the Reliability Committee may request.  The Planning Committee shall advise the
Reliability Committee and the Office of the Interconnection on matters pertaining o system
reliability, sccurity. economy of service, and planning strategies and policies and other matiers as the
Reliability Committee may request.

(¢) The Reliability Committee shall perform such other functions, direetly or
through delegation to a Standing Committee, subcommittee, working group or task force reporting
thereto. as the Members Commuittee may direct.

(H The Reliability Committee shall create subcommittees. working groups or
task forces as and when appropriate to assist in performing the duties of the Reliability Committee.
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- 1t} Prepare. maintain. update and disseminate the PIM Manuals;

iv) Comply with NERC, and Applicable Regional Reliability
Council operation and planning standards. principles and guidelines;

V) Maintain an appropriately  trained workforce. and  such
cquipment and facilities, including computer hardware and software and backup
power supplies. as necessary or appropriate to implement or administer this
Agreement;

Vi) Dircct the operation and coordinate the maintenance of the
tacilitics of the PJM Region used for both load and reactive supply. so as to
maintain reliability of service and obtain the benetits of pooling and interchange
consistent with this Agreement, and the Reliability Assurance Agreement;

Vi) Direct the operation and coordinate the maintenance of the bulk
power supply facilitics of the PJM Region with such facilities and systems of
others not party to this Agreement in accordance with agreements between the
L.1.C and such other systems to secure reliability and continuity of service and
other advantages of pooling on a regional basis:

viil)  Perform interchange accounting and maintain records pertaining
to the operation of the PIM Interchange Energy Market and the PIM Region:

1X) Notily the Members ot the receipt of any application to become
a Member. and of the action of the Office of the Interconnection on such
application. includingz but not limited to the completion of integration of a new
Member's svstem into the PIM Region, as specified in Section 11.6(1):

X} Calculate the  Weighted  Interest and  Default  Allocation
Assessment of cach Member:

xt) Maintain accurate records ot the sectors in which cach Voting
Member is entitled 1o vote, and caleulate the results of any vote taken in the
Members Committee;

Xii) Furnish appropriate information and reports as are reguired to
keep the Members regularly informed of the outlook for. the functioning of. and
results achieved by the PIM Region:

xiii)  File with FERC on behalf of the Members any amendments to
this Agreement or the Schedules hereto. any new Schedules hereto. and make
any other regulatory filings on behalf of the Members or the LLC necessary to
implement this Agreement:

Xiv) At the direction of the PJM Board, submit comments to
regulatory authorities on matters pertinent to the PJM Region:
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Xv) Consult with the standing or other committees established
pursuant to Section 8.6(a) on matters within the responsibility of the commitice:

-

xvi)  Perform operating studies of the bulk power supply tacilities of the PIM Region
and make such recommendations and initiate such actions as may be necessary
to maintain reliable operation of the PIM Region:

xvii)y  Aceept. on behalf of the Members, notices served under this Agreement:

xviii)  Perform those functons and undertake those responsibilities transferred to it
under the Fast Transmission Ovners Agreement. West Transmission Owners
Agreement. and South Transmission Owner Agreement including (A) direet the
operation of the transmission facilities of the parties to the East Transmission
Owners Agreement (B) direct the operation of the transmission tacilities of the
Partics 1o the West Transnssion Owners Agreement. (C) direcet the operation off
the transmission facilities of the Parties to the South Transmission Owner
Agreement. (1) administer the PIM Tariff, and (F) administer the Regional
Transmission Expansion Planning Protocol set torth as Schedule 6 to this
Agreement;

xix)  Pertorm those functons and undertake those responsibilities transferred to it
under the Reliability Assurance Agreement. as specified in Schedule 8§ of this
Agreementt,

XX) Monitor the operation of the PIM Region, ensure that appropriate Emergency
plans are in place and appropriate Emergencey drills are conducted. declare the
enistence ot an Emergeney. and direct the operations of the Members as

- necessary o manage. alleviate or end an Emergency:

xxi) Incorporate the grid reliability requirements applicable to nuclear gencrating
units in the PJM Reg on planning and operating principles and practices: and

xxit)  Initiate such legal or regulatons proceedings as directed by the PIN Board to
enforee the obligations of this Agreement.

1. MEMBERS

1.1 Management Rights.

The Members or any ot them shall not take part in the management of the business of, and shall
not transact any business for. the LLC in their capacity as Members, nor shall they have power to sign
tor or to bind the LLC.

11.2  Other Activities.

Except as otherwise expressly provided herein, any Member may engage in or possess any
interest in another business or venture of any nature and description. independently or with others. cven
if such activitics compete directly with the business of the LLC, and neither the LLC nor any Member
hereof shall have any rights in or o any such independent ventures or the income or profits derived
therefrom.

-
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11.3  Member Responsibilities.
- 11.3.1 General.

To facilitate and provide for the work of the Office of the Interconnection and of the
several committees appointed by the Members Committee, each Member shall, to the extent applicable:

{a) Maintain adequate records and, subject to the provisions of this Agreement for
the protection of the confidentiality of proprietary or commercially sensitive information. provide data
required for (i) coordination of operations. (i) accounting for all interchange transactions, (iii)
preparation of required reports. (iv) courdination of planning. including those data required for capacity
accounting under the Reliability Assurance Agreement; (v) preparation of maintenance schedules.
(vi)analysis of system disturbances, and (vii) such other purposes. including those set forth an
Schedule 2. as will contribute to the reliable and economic operation of the PIM Region:

(b) Provide such recording. telemetering, revenue quality metering, communication
and control tacilities as are required for tne coordination of its operations with the Office of the
interconnection and those of the other Members and to enable the Office of the Interconnection to
operate the PIM Region and otherwise implement and administer this Agreement. including equipment
required in normal and Emergency operations and for the recording and analysis of system disturbances:

(<) Provide adequate and properly trained personnel to (i) permit participation in the
coordinated operation of the PIM Region. (i) meet its obligation on a timely basis for supply of records
and data. (i) senve on committees and participate in their investigations. and (1v) share in the
representation of the Interconnection in inter-regional and national reliability activities:

(d) Share in the costs of committee activities and investigations (including costs of’
consultants, computer time and other appropriate itemis). communication facilities used by all the
w Members {in addition 1o those provided in the Office of the Interconnection), and such other expenses as

are approved tor payment by the PIM Board. such costs to be recovered as provided in Schedule 3.

(e) Comply with the reguirements of the PIM Manuals and all directives of the
Office of the Interconnection to take any action for the purpose of managing. alleviating or ending an
Emergency. and authorize the Office of the Interconnection to direct the transter or interruption of the
delivery of energy on their behalf to meet an Emergency and to implement agreements with other
Control Areas interconnected with the PIM Region for the mutual provision ot service to meet an
Emergency. and be subject to the emergency procedure charges specitied in Schedule 9 of this
Agreement for any failure to follow the Emergency instructions of the Office of the Interconnection. In
addressing anv Emergency. the Office of the Interconnection shall comply with the terms of any reserve
sharing agreements in effect for any part of the PIM Region.

11.3.2 Facilities Planning and Operation.

Consistent with and subject to the requirements of this Agreement, the PIM
Tariff. the governing agreements of the Applicable Regional Reliability Councils. the Reliability
Assurance Agreement. the West Transmission Owners Agreement. the Fast Transmission Owners
Agreement. the South Transmission Owner Agreement, and the PIM Manuals, each Member shall
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cooperate with the other Members in the coordinated planning and operation of the facilities of its
System within the PJM Region so as to obtain the greatest practicable degree of reliability. compatible
cconomy and other advantages from such coordinated planning and operation. In furtherance of such
cooperation each Member shail. as applicable:

(@) Consult with the other Members and the Office of the Interconnection, and
coordinate the installation of its electric generation and Transmission Facilities with those of such other
Members so as to maintain reliable service in the PIM Region:

{h) Coordinate with the other Members. the Office of the Interconnection and with
others in the planning and operation of the regional facilities o secure a high level of reliability and
continuity ot service and other advantages:

(<) Cooperate with the other Members and the Office of the Interconnection in the
implementation of all policies and procedures established pursuant to this Agreement for dealing with
Emeegencies. including but not limited to policies and procedures for maintaining or arranging for a
portion of a Member's Generation Capacity Resources, at least equal to the applicabic levels established
from time to time by the Office of the Interconnection, to have the ability to go from a shutdown
condition 1o an operating condition and start delivering power without assistance trom the posser system:

() Cooperate with the members of the Applicable Regional Reliability Councils to
augment the reliability of the bulk power supply facilities of the region and comply with Applicable
Regional Reliability Councils and NERC operating and planning standards. principles and guidelines
and the PJM Manuals implementing such standards. principles and guidelines:

(¢) Obtain or arrange for transmission service as appropriate to carry out this
Agreement:

- (t Cooperate with the Otfice of the Interconnection’s coordination of the operating
and maintenance schedules of the Member's generating and Transmission Facilities with the facihities of
other Members 1o maintain reliable service to its own customers and those of the other Members and to
obtain economic efficiencies consistent therewith:

(g) Cooperate with the other Members and the Office ot the Interconnection in the
analysis. tormulation and implementation of plans to prevent or eliminate conditions that impair the
reliability of the PIM Region: and

(b Adopt and apply standards adopted pursuant to this Agreement and conforming
to NERC, and Applicable Regional Reliability Council standards. principles and guidelines and the PJM
Manuals. for system design. equipment ratings. operating practices and maintenance practices.

11.3.3 Electric Distributors.

In addition to any of the foregoing responsibilities that may be applicable. cach Member
that is an Electric Distributor. whether or not that Member votes in the Members Committee in the
Electric Distributor sector or meets the eligibility requirements for any other sector of the Members
Committee. shall:
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(a) Accept. comply with or be compatible with all standards applicable within the
PIM Region with respect to system design, equipment ratings. operating practices and maintenance
practices as set forth in the PIM Manuals. or be subject to an interconnected Member's requirements
relating 1o the foregoing. so that sutficient clectrical cquipment. control capability. information and
communication are available to the Office of the Interconnection for planning and operation of the PIM
Region;

{b) Assure the continued compatibility of its local system energy management
system monitoring and telecommunications systems to satisty the technical requirements of interacting
automatically or manually with the Otfice of the [nterconnection as it directs the operation of the PIM
Region:

(c) Maintain or arrange for a portion of its connected foad to be subject to control
by automatic underirequency. under-voltage. or other load-shedding devices at least equal 1o the levels
established pursuant to the Reliability Assurance Agreement. or be subject to another Member's control
for these purposes:

) Provide or arrange for suflicient reactive capability and voltage control facilities
to conform to Good Fitility Practice and (1) to meet the reactive reguitements ol its system and customers
and (i1}  maintain adequate voltage levels and the stability required by the bulk power supply facilities
of the PJM Region:

(e) Shed connected load. share Generation Capacity Resources, initiate Inwerruptible
Load for Reliability programs. and take such other coordination actions as may be necessary in
accordance with the directions of the Otfice of the Interconnection in Emergencies:

(H Maintain or arrange for a portion of”its Generation Capacity Resources at least
cqual to the level established pursuant to the Reliability Assurance Agreement to have the ability to go
from a shutdown condition to an operating condition and start delivering power without assistance from
the power system:

(g) Provide or arrange through another Member tor the services of a 24-hour local
control center to coordinate with the Office of the Interconnection, cach such control center to be
furnished with appropriate telemetry equipment as specified in the PIM Manuals. and to be staffed by
system operators trained and delegated sufficient authority to take any action necessary to assure that the
system for which the operator is responsible is operated in a stable and reliable manner:

(h Provide to the Oftice of the Interconnection all System. accounting, customer
tracking. load forecasting (including all load to be served from its System) and other data necessary or
appropriate to implement or administer this Agreement. and the Reliability Assurance Agreement; and

(1} Comply with the underfrequency relay obligations and charges specified in
Schedule 7 of this Agreement.
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11.3.4 Reports to the Office of the Interconnection.

- EFach Member shall report as promptly as possible to the Oftice of the Interconnection
any changes in its operating practices and procedures relating to the rehiability of the bulk power supply
facilitics ot the PJM Region. The Office of the Interconnection shall review such reports, and it any
change in an operating practice or procedure of the Member 1s not in accord with the established
operating principles, practices and procedures for the PJM Region and such change adversely atfects
such region and regional reliability. it shall so inform such Member. and the ather Members through
their representative on the Operating Committee. and shall direct that such change be moditied to
contorm to the established operating principles. practices and procedures.,

11.4  Regional Transmission Expansion Planning Protecol.

The Members shall participate in regional transmission expansion planning in accordance with
the Regional Transmission Expansion Planning Protocol set forth in Schedule 6 to this Agreement.

1.5 Member Right to Petition.

(a) Nothing herein shall deprive any Member of the right to petition FERC to modify any
provision of this Agreement or any Schedule or practice hereunder that the petitioning Member believes
to be unjust. unreasonable, or unduly discriminatory under section 206 of the Federal Power Act, subject
to the right of any other Member (a) to oppose said proposal. or (b) to withdraw from the LLLC pursuant
to Section 4.1,

{h) Nothing herein shall be construed as atfecting in any way the right ot the Members,
acting pursuant to a vote of the Members Committee as specified in Section 8.4, unilaterally to make an
application to FERC for a change in any rate. charge. classification, tariff or service, or any rule or
regulation related thereto, under section 205 of the Federal Power Act and pursuant to the rules and

- regulations promulgated by FERC thereunder, subject 1o the right of any Member that voted against
such change in any rate, charge. classification. taritt or service. or any rule or regulation related thereto,
In intervene in opposition to any such application,

11.6  Membership Requirements.

(a) To qualify as a Member, an entity shall:
}) Be a Transmission Owner a Generation Owner, an Other Supplier. an
Electric Distributor, or an End-Use Customer: and
1) Accept the obligations set forth in this Agreement.
(b Certain Members that are Load Serving Entities are partics to the Reliability Assurance

Agreement, . Upon becoming a Member, any entity that is a Load Serving Entity in the PIM Region
and that wishes to become a Market Buver shall also simultancously execute the Reliability Assurance
Agreement.
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- {c) An entity that wishes to become a party to this Agreement shall apply. tn writing. to the

President setting torth its request. its qualifications for membership, its agreement to supply data as
specified in this Agreement, its agreement to pay all costs and expenses in accordance with Schedule 3.
and providing all information specificd pursuant to the Schedules to this Agreement for entities that wish
to become Market Participants.  Any such application that meets all applicable requirements shall be
approved by the President within sixty (60) days.

(d) Nothing in this Section 11 is intended to remove. in any respect, the choice of
participation by other utility companies or organizations in the operation of the PIM Region through
inclusion in the System ot a Member.

(e} An entity whose application is accepted by the President pursuant to - Section
11.6(¢) shall execute a supplement to this Agreement in substantially the form prescribed in Schedule 4.
which supplement shall be countersigned by the President. The entity shall become a Member effective
on the date the supplement is countersigned by the President.

H Fntities whose applications contemplate expansion or rearrangement ot the PJM Region
may become Members promptly as deseribed in Sections 11.6(c) and 11.6(¢) above. but the integration
of the applicant’s system into all of the operation and accounting provisions of this Agreement and the
Reliability Assurance Agreement. or. as applicable. the Reliability Assurance Agreement-West or the
Reliability Assurance Agreement-South, shall occur only afier completion of all required installations
and maoditications ot metering, communications, computer programming. and other necessary and
appropriate facilities and procedures. as determined by the Office of the Interconnection. The Ottice of
the [nterconnection shall notify the other Members when such integration has occurred.

{g) Entities that become Members will be listed in Schedule 12 of this Agreement.

(h) In accordance with the MAAC Agreement. a Member serving load in the MAAC
Control Zone shall be a member of MAAC and any other Member may be a member of MAAC,

12. TRANSFERS OF MEMBERSHIP INTEREST

The rights and obligations created by this Agreement shall inure to and bind the successors and
assigns of such Member: provided. howeser, that the rights and obligations of any Member hereunder
shall not be assigned without the approval of the Members Committee except as o a successor in
operation of a Member’s electric operating properties by reason of a merger, consolidation.
reorganization. sale. spin-oft. or foreclosure, as a result ot which substantially all such clectric operating
properties are acquired by such a successor. and such successor becomes a Member.

13. INTERCHANGE

13.1  Interchange Arrangements with Non-Members.

Any Member may enter into interchange arrangements with others that arc not Members with
respect o the delivery or receipt of capacity and energy to fulfill its obligations hereunder or for any
other purpose. subject to the standards and requirements established in or pursuant to this Agreement.
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1.3.13  Maximum Generation Emergency.

- “Maximum Generation Emergency™ shall mean an Emergency declared by the Oftice of
the Interconnection in which the Office ot the Interconnection anticipates requesting one or more
Generation Capacity Resources 1o operate at its maximum net or gross electrical power output. subject o
the cquipment stress limits for such Generation Capacity Resource. in order to manage. alleviate. or end
the Limergency.

1.3.14  Minimum Generation Emergency.

“Minimum Generation Emergency™” shall mean an Emergency declared by the Office of
the Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation. in order to manage. alleviate.
or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Caleulator™ shall mean the NERC mechanism that is in
effect and being used to caleulate the disteibution of energy. over specific transmission interfaces. from
energy transactions,

1.3.15  Network Resource.

“Network Resource™ shall have the meaning specitied in the PIM Taritt.

1.3.16  Network Service User.

“Network Service User™ shall mean an entity using Network Transmission Service,

1.3.17 Network Transmission Service.

- “Network Transmission Service™ shall mean transmission service provided pursuant to
the rates. terms and conditions set forth in Part 1 of the PIM Tarift, or transmission service comparable
to such service that is provided to a Load Seeving Entity that is also a West Transmission Owner.an Fast
Transmission Owner, or a South Transmission Owner,

1.3.18 Normal Maximum Generation.

“Normal Maximum Generation™ shall mean the highest output level of a generating
resource under normal operating conditions.

1.3.19  Normal Minimum Generation.

“Normal Minimum CGeneration™ shall mean the lowest output level of a generating
resource under normal operating conditions.

1.3.20  Offer Data.

“Ofter Data”™ shall mean the scheduling, operations planning. dispatch, new resource,
and other data and information necessann to schedule and  dispatch  generation  resources

-
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(b) An applicant that is a Load Serving Entity or that will purchase on behalf of or

for ultimate delivery to a Load Serving Entity shall establish to the satisfaction of the Office ot the
Interconnection that the end-users that will be served through energy and related services purchased in
the PJM Interchange Energy Market. are located clectrically within the PIM Region. or will be brought
within the PJM Region prior to any purchases from the PIM Interchange Energy Market.  Such
applicant shall turther demonstrate that:

i) The Load Serving Entity for the end users is obligated to meet the
requirements of the Rehabilite Assurance Agreement: and

1) The Load Serving Entity for the end users has arrangements in place tor
Network Transmission Service or Point-To-Point Fransmission Service
for all PIM Interchange Energy Market purchases.

(c) An applicant that is not a Load Serving Entity or purchasing on behalt ot or tor
ultimate delivens to a L.oad Serving Entity shall demonstrate that:

0 The applicant has obtained or will obtain Network Transmission Service
or Point-to-Point Transmission Service for all PIM  Interchange
Fnergy Market purchases: and

1} The applicant's PIM Interchange  Energy Market  purchases will
ultimately be delivered to a load in another Control Arca that s
recognized by NERC and that complies with NERC's standards tor
operating and planning reliable bulk electric systems,

(d) An applicant shall not be required o obtain transmission service tor purchases
from the PIM Interchange Encrgy Market to cover quantity deviations from its sales in the Day-ahead
- Energy Market.

() All applicants shall demonstrate that:

1) The applicant is capable of complying with all applicable metering, data
storage and transmission. and other reliability. operation. planning and
accounting standards and requirements tor the operation of the PIM
Region and the PIM Interchange Energy Market:

i) The applicant meets the creditworthiness standards established by the
Oftice of the Interconnection, or has provided a letter of credit or other
form of security acceptable to the Office of the Interconnection: and

i) The applicant has paid all applicable fees and reimbursed the Office of
the Interconnection for all unusual or extraordinary costs of processing
and evaluating its application to become a Market Buyer, and has
agreed in its application to subject any disputes arising from its
application to the PJM Dispute Resolution Procedures.

1)) The applicant shall become a Market Buyer wpon a final favorable
determination on its application by the Office of the Interconnection as specified below, and execution
by the applicant of counterparts of this Agreement.
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1.4.2  Submission of Information.

- The applicant shall fumish all information rcasonably requested by the Office of the
Interconnection in order to determine the applicant’s qualification to be a Market Buyer. The Office of
the Interconnection may waive the submission of information relating to any of the foregoing criteria. to

the extent the information in the Office of the Interconnection’s possession is sufticient t evaluate the
application against such criteria.

1.4.3  Fees and Costs,

The Office of the Interconnection shall require all applicants to become a Market Buyer
to pay a uniform application tee. initially in the amount of $1.500. to defray the ordinary costs of
processing such applications. The application fee shall be revised from time to time as the Office of the
Interconnection shall determine to be necessary to recover its ordinary costs ot processing applications.
Any unusual or extraordinary costs incurred by the Office of the Interconnection in processing an
application shail be reimbursed by the applicant.

1.44 Office of the Interconnection Determination.

Lpon submission of the information specified above, and such other information as shall
reasonably be requested by the Office ot the Interconnection. the Office of the Interconnection shall
undertake an evaluation and investigation to determine whether the applicant meets the critenia specitied
above. As soon as practicable, but in any event not later than 60 days after submission of the foregoing
information. or such later date as may be necessary to satisty the requirements of the Reliability
Assurance Agreement, Reliability Assurance Agreement-West, or Relability: Assurance Agreement-
South. the Office of the Interconnection shall notify the applicant and the members of the Members
Committee of its determination. along with a written summary of the basis tor the determination. The

- Office ot the Interconnection shall respond promptly to any reasonable and timely request by a Member
for additional information regarding the basis for the Office of the Interconnection’s determination. and
shall take such action as it shall deem appropriate in response to any request for reconsideration or other
action submitted to the Oftice of the Interconnection not later than 30 days trom the inttial notification to
the Members Committee.

1.4.5  Existing Participants.

Any entity that was qualitied o participate as a Market Buyer in the PIM [nterchange
Energy Market under the Operating Agreement of PIM Interconnection L.L.C. in effect immediately
prior to the Effective Date shall continue to be qualified o participate as a Market Buyer in the PIM
Interchange Energy Market under this Agreement.

1.4.6 Withdrawal.

(a) An Internal Market Buyer that is a 1.oad Serving bntity may withdraw from this
Agreement by giving written notice to the Office of the Interconnection specifying an effective date of
withdrawal not carlier than the ctfective date of (i) its withdrawnal from the Reliability Assurance
Agreement, h. or (i) the assumption of its obligations under the Reliability Assurance Agreement by an
agent that is a Market Buyer.
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1.6 Office of the Interconnection.

- 1.6.1  Operation of the PIM Interchange Energy Market.

The Office of the Interconnection shall operate the PIM Interchange Energy Market in
accordance with this Agreement.

1.6.2  Scope of Services.

The Office of the Interconnection shall, on behalt of the Market Participants. perform
the services pertaining to the PIM Interchange Energy Market specitied in this Agreement, including but
not hmited to the tollowing:

1) Administer the PIM Interchange Energy Market as part of the PIM Region,
including scheduling and dispatching of gencration resources. accounting tor
transactions. rendering bills 1o the Market Participants. receiving payments from
and disbursing payments to the Market Participants. maintaining appropriate
records. and monitoring the compliance of Market Participants with  the
provisions of this Agreement, all in accordance with applicable provisions of the
Office of the Interconnection Agreement, and the Schedules to this Agreement:

h) Review and evaluate the qualification ot entities to be Market Buyers or Market
Sellers under applicable provisions of this Agreement:

i) Coordinate. In accordance with applicable provisions ot this Agreement, the
Rehabiliy Assurance Agreement, the West Transmission Owners Agreement.
the South Transmission Owner Agreement. and the East Transmission Owners
Agreement. maintenance schedules for generation and transmission resourees

- operated as part of the PIM Region:
Iv) Provide or coordinate the provision of ancillary services necessary tor the

operation of the PJM Region or the PIM Interchange Energy Market:

v) Determine and declare that an Emergency s expected to exist, exists, or has
ceased to exist, in all or any part of the PIM Region, or in another directly or
indirectly interconnected Control Arca and serve as a primary point of contact
for interested state or federal agencies:

vi) Enter into {(a) agreements for the transter of energy in conditions constituting an
Emergency in the PIJIM Region or in an interconnected Control Area. and the
mutual provision of other support in such Lmergency conditions with other
interconnected Control Areas, and (b) purchases of Emergency energy otfered
by Members from generation resources that are not Capacity Resources in
conditions constituting an Emergency in the PIM Region:
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1.7.9  Delivery to an External Market Buyer.

-w A purchase of Spot Market Energy by an External Market Buyer shall be delivered o a
bus or buses at the clectrical boundaries of the PIM Region specitied by the Office of the
Interconnection, or to load in such arca that is not served by Network Transmission Service. using
Point-to-Point Transmission Service paid for by the External Market Buyer.  Further delivers of such
energy shall be the responsibility of the External Market Buyer.

1.7.10 Other Transactions.

(a) Market Participants may enter into bilateral contracts for the purchase or sale of’
clectric energy to or from cach other or any other entity. subject to the obligations of Market Participants
to make Generation Capacity Resources available tor dispatch by the Oftice ot the Interconnection.
Bilateral arrangements that contemplate the physical transter of energy to or from a Market Participant
shall be reported to and coordinated with the Office of the Interconnection in accordance with this
Schedule.

(b Market Participants shall have Spot Market Backup with respect to all bilateral
transactions that are not dynamically scheduled pursuant to Section 1.12 and that are curtailed or
interrupted for any reason (except for curtailments or interruptions through active load management tor
lvad located within the PIM Region).

(<) o the extent the Office of the Interconnection dispatches a Generating Market
Buyer's generation resources, such Generating Market Buyver may elect to net the output of such
resources against its hourly Equivalent Toad. Such a Generating Market Buser shall be deemed a buser
from the PIM Interchange Energy Market to the extent of its PJM Interchange Imports, and shall be
deemed a seller to the PIM Interchange Energy Market to the extent of its PIM Interchange Exports,

- (d) A Market Seller may self-supply Station Power for its generation facility in
accordance with the following provisions:

(i} A Market Scller may selt=supply Station Power for its generation
facihty during any month (1) when the net output of such facility is
positive, or (2) when the net output of such tactlity is negative and the
Market Scller during the same month has available at other of its
generation facilities positive net output in an amount at least sutlicient
to offset fully such negative net output. For purposes of this subscction
(d). “net output”™ of a generation facility during any month means the
facility’s gross energy output. less the Station Power requirements of
such facility, during that month, The determination of a genceration
facilitv’s or a Market Seller’s monthly net output under this subsection
(d) will apply only to determine whether the Market Seller self-supplied
Station Power duning the month and will not affect the price of energy
sold or consumed by the Market Seller at any bus during any hour
during the month. For
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b) The Office of the Interconnection shall obtain and maintain tor cach Spinming
Reserve Zone an amount of Spinning Reserve equal to the Spinning Reserve objective for such
Spinning Reserve Zone, as specified inthe PJM Manuals.

¢) The Spinning Reserve capability ot a unit shall be the increase in energy
output achievable by the unit within a continuous 10-minute period.

d) A unit capable of automatic energy dispatch that also is providing Spinning
Reserve shall have its energy dispatch range reduced by the amount of the Spinning Reserve
provided. The amount of Spinning Reserve provided by a unit shall serve to redefine the Norimal
Maximum Generation energy limit of that unit in that the amount of Spinning Reserve provided shall
be subtracted trom its Normal Maximum Generation energy limit.

1.7.20  Communication and Operating Requirements.

(@) Market Participants.  Each Market Participant shall have, or shall arrange to
have. its transactions in the PIM Interchange Energy Market subject to control by a Market Operations
Center. with stafting and communications systems capable of real-time communication with the Office
of the Interconnection during normal and Emergency condittons and of control ot the Market
Participant’s relevant load or tacilities sufficient to meet the requirements of the Market Participant’s
transactions with the PIN Interchange Energy Market. including but not limited to the tollowing
requirements as applicable.

{h Market Sellers selling from resources within the PIM Region shall: report to the
Office of the Interconnection sources of energy available for operation; supply to the Office of the
Enterconnection all applicable Ofter Data: report to the Office of the Interconnection units that are
self-scheduled: report 1o the Oftice of the Interconnection bilateral sales transactions o buyers not within
the PIM Region: confirm to the Office of the Interconnection bilateral sales to Market Buvers within the
PIM Region: respond to the Office of the Interconnection’s directives to start. shutdown or change
output levels of generation units, or change scheduled voltages or reactive output levels: continuousls
maintain all Offer Data concurrent with on-line operating information: and ensure that, where so
cquipped. generating equipment is operated with control equipment functioning as specified in the PIM
Manuals.

{c) Market Sellers selling from resources outside the PIM Regron shall: provide to
the Office of the Interconnection all applicable Otter Data, including offers specifying amounts of’
energy available, hours of availability and prices of energy and other services: respond o Oftice of the
Interconnection directives o schedule dehivery or change delivery schedules: and communicate delivery
schedules to the Market Seller’s Control Area.

(d) Market Participants that are L.oad Serving Entities or purchasing on behalt of
L.oad Serving Entities shall: respond to Othice of the Interconnection directives for load management
steps. report to the Office of the interconnection Generation Capacity Resources to satisty capacity
obligations that arc available for pool operation; report to the Oftice of the Interconnection all bilateral
purchase transactions: respond to other Office of the Interconnection directives such as those required
during Emergency operation.
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adequately resolved, or discloses a need for changes in standards or policies established in or pursuant to
the Operating Agreement. any of the foregoing parties may make a written request for review of the
- matter by the Members Committee. and shall include with the request the forwarding party’s
recommendation and such data or information (subject to confidentiality or other non-disclosure
requirements) as would cnable the Members Commiittee to assess the matter and the recommendation.
The Members Committee shall take such action on the recommendation as it shall deem appropriate.

(d) Subject to the right of a Market Participant to obtain correction of accounting or
billing crrors. the [.LC or a Market Participant shall not be entitled to actual. compensatory.
consequential or punitive damages. opportunity costs. or other torm of reimbursement from the LLC or
any other Market Participant for any loss, lability or claim, including any claim for lost profits. incurred
as a result of a mistake. error or other fault by the Office of the Interconnection in the selection,
scheduling or dispatch of resources.

1.9 Prescheduling.

The following procedures and principles shall govern the prescheduling activities necessary to
plan for the reliable operation of the PIM Region and for the efticient operation of the PIM [Interchange
Energy Market.

1.9.1  Outage Scheduling.

The Office of the Interconnection shall be responsible for coordinating and approving
requests for outages of generation and transmission facilitics as necessary for the reliable operation ot
the PIM Region. in accordance with the PIM Manuals. The Office of the Interconnection shall maintain
records of outages and outage requests of these facilities.

1.9.2  Planned Qutages.

(a) A Generator Planned Outage shall be included in Generator Planned Outage
schedules established prior to the scheduled start date for the vutage. in accordance with standards and
procedures specified in the PINM Manuals.

(h) The Office of the Interconnection shall conduct Generator Planned Qutage
scheduling for Generation Capacity Resources in accordance with the Rehability Assurance Agreement
and the PJM Manuals and in consultation with the Members owning or controlling the output of such
resources. A Market Participant shall not be expected to submit offers for the sale of energy or other
services, or to satisfy delivery obligations, trom all or part of a generation resource undergoing an
approved Generator Planned Outage. 1f the Office of the Interconnection determines that approval ot a
Generator Planned Outage would significantly affect the rehiable operation of the PIM Region. the
Office of the Interconnection may withhold approval or withdraw a prior approval. Approval for a
Generator Planned Outage of a Generation Capacity Resource shall be withheld or withdrawn only as
necessary to ensure the adequacy of reserves or the reliability of the PJM Region in connection with
anticipated implementation or avoidance of Emergency procedures. If the Office of the Interconnection
withholds vr withdraws approval, it shall coordinate with the Market Participant owning or controlling
the resource to reschedule the
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Generator Planned Outage of the Generation Capacity Resource at the earliest practical time. The Office
of the Interconnection shall it possible propose altemnative schedules with the intent of minimizing the

- cconomic impact on the Market Participant of a Generator Planned Outage.
(c) The Office ot the Interconnection shall conduct Transmission Planned Outage

scheduling in accordance with procedures specified in. as applicable, the East Transmission Owners
Agreement. West Transmission Owners Agreement. or South Transmission Owner Agreement. and the
PJM Manuals, and in accordance with the following procedures:

(i Transmission Owners  shall submit Transmission Planned  Outage
schedules one year in advance for all outages that are expected to
exceed five working davs duration or that are anticipated to result in
significant system impacts, with regular (at least monthly) updates as
new information becomes availabie.

(i) Transmission Owners shall submit notice of all ransmission Planned
Outages o the Office of the Interconnection by the first day of the
month preceding the month the outage will commence, with updates as
new infonmation becomes available.

(i) If notice of a Transmission Planned Outage is not provided by the first
day of the month preceding the month the outage will commence, and it
such outage s determined by the Office of the Interconnection to have
the potential o cause transmission system congestion, then the Oftice of
the Interconnection may require the Transmission Owner to implement
an altermative vutage schedule to reduce or avoid the congestion. The
Office of the Interconnection shall pectorm this analysis and notity the

A _4 Transmission Owner in a timely manner it it will require rescheduling
of the outage.

(ivi  The Office of the Interconnection shall post notice of ransmission
Planned Outages on OASIS upon receipt of such notice tfrom the
Transmission Owner: provided. however, that the Office of the
Interconnection shall not post on OASIS notice of any component ot a
Transmission Planned Outage to the extent such component shall
directly reveal a generator outage.  In such cases. the Transmission
Owner, in addition to providing notice to the Office of Interconnection
as required above. concurrently shall inform the aftected Generation
Owner of such outage, limiting such communication to that necessary to
describe the outage and to coordinate with the Generation Owner on
matters ot safety o persons. facilities, and equipment. The
Transmission Owner shall not notity any other Market Participant of
such outage and shall arrange any other necessary coordination through
the Office of the Interconnection.

In addition. if the Office of the Interconnection determines that transmission maintenance
schedules proposed by one or more Members would significantly aflect the cfficient and reliable
operation of the PJM Region. the Office of the Interconnection may
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establish alternative schedules. but such alternative shall minimize the cconomic impact on the Member
or Members whose maintenance schedules the Ottice of the Interconnection proposes to modify.

(d) The Office of the Interconnection shall coordinate resolution of outage or other
planning contlicts that may give rise to unreliable system conditions. The Members shall comply with all
maintenance schedules established by the Office of the Interconnection.

1.9.3  Generator Maintenance Outages.

A Market Participant may request approval for a Generator Maintenance Outage of any
Generation Capacity Resource from the Office of the Interconnection in accordance with the timetable
and other procedures specitied in the PIM Manuals. The Otfice of the Interconnection shall approve
requests for Generator Maintenance Outages tor such a Generation Capacity Resouree unless the owtage
would threaten the adeguacy of reserves in. or the reliability of. the PIM Region. A Market Participant
shall not be expected to submit offers for the sale of energy or other services. or to satisty delivery
obligations, from a generation resource undergoing an approved full or partial Generator Maintenance
Qutage.

1.9.4  Forced Qutages,

(a) Fach Market Seller that owns or controls a pool-scheduled resource. or a
Generation Capacity Resource whether or not pool-scheduled. shall: (i) advise the Oftice of the
Interconnection of a Generator Forced Outage sutfered or anticipated to be suftered by any such
resource as promptly as possible: (i) provide the Office of the Interconnection with the expected date
and time that the resource will be made available: and (iii) make a record of the events and
circumstances giving rise to the Generator Foreed Outage. A Market Seller shall not be expected to
submit offers for the sale of energy or other services, or satisty delivery obligations, from a generation
- resource undergoing a Generator Forced Outage. A Generation Capacity Resource that does not deliver
all or part of its scheduled energy shall be deemed to have experienced a Generator Foreed Outage with
respect to such undelivered energy. in accordance with standards and procedures for full and partial
Generator Foreed Outages speciticd in the Reliability Assurance Agreement and the PIM Manuals,

(b The Office of the Interconnection shall receive notification of  Foreed
Transmission Outages. and information on the retumn to service, of Transmission Facilities in the PJIM
Region in accordance with standards and procedures specified in. as applicable, the Fast Transmission
Owners Agreement, West Transmission Owners Agreement. or South Transmission Owner Agreement

and the PJM Manuals.

1.9.5  Market Participant Responsibilities.

Fach Market Participant making a bilateral sale covering a period greater than the
tollowing Operating Day from a generating resource located within the PJM Region for detivery outside
the PJM Region shall furnish to the Office of the Interconnection, in the form and manner specified in
the
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shall provide detailed data justifying such transmission facility ratings when directed by the Office of
the Interconnection.

(b) In addition to the seasonal verification of all ratings, each Transmission
Owner shall submit to the Operations Planning Department {or successor Department) of the Oftice
of the Interconnection updates to its transmission facility ratings as soon as such Transmission
Owner is aware of any changes. Such Transmission Owner shall provide the Office of the
Interconnection with detailed data justifying all such transmission facility ratings changes.

(c) Al Transmission Owners shall submit to the Operations Planning Department
(or successor Department) of the Office of the Interconnection formal documentation of any
procedure for changing facility ratings under specific conditions, including:  the detailed conditions
under which such procedures will apply. detailed explanations of such pracedures. and detailed
calculations justifving such pre-established changes to facility ratings. Such procedures must be
updated twice cach year consistent with the provisions of this Section.

1.9.9  Office of the Interconnection Responsibilities.

(a) The Office of the Interconnection shall perform seasonal operating studies to
assess the forecasted adequacy of generating reserves and of the transmission system, in accordance with
the procedures specificd in the PIM Manuals.

(h) The Office of the Interconnection shall maintain and update tables setting forth
Operating Reserve and other reserve objectives as specified in the PIM Manuals and as consistent with
the Reliability Assurance Agreement, .

() The Office of the Interconnection shall receive and process reguests tor tirm and
non-firm transmission service in accordance with procedures specified in the PIM Tarift,

(d) The Office of the Interconnection shall maintain such data and information
relating to geneeation and transmission facilities in the PJIM Region as may be necessary or appropriate
to conduct the scheduling and dispatch of the PIM Interchange Energy Market and PIM Region.

(¢} The Oftice of the Interconnection shall maintain an historical database ot all
transmission facility ratings, and shall review, and may modity or reject. any submitted change or
any submitted procedure for pre-established transmission tacility rating changes.  Any dispute
between a Transmission Owner and the Office of the Interconnection concerning transmission
facility ratings shall be resolved in accordance with the dispute resolution procedures in schedule 5 to
the Operating Agreement; provided. however. that the rating level determined by the Office of the
[nterconnection shall govern and be eftective during the pendency of any such dispute.

() The Oftice of the Interconnection shall coordinate with other interconnected
Control Arca as necessary to manage, alleviate or end an Emergency.
1.10  Scheduling.
1.10.1 General.

(a) The Office of the Interconnection shall administer scheduling processes to
implement a NDay-ahead Energy Market and a Real-time Energy market.
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each such self-scheduled resource will disconnect or reduce output. or contirmation of the Market
Buyer's intent not to reduce output.

(c) All Market Participants shall submit to the Oftice of the Interconnection
schedules for any bhilateral transactions involving use of generation or Transmission Facilities as
specitiecd below. and shall inform the Office of the Interconnection whether the transaction is to be
included in the Day-ahead Energy market.  Any Market Participant that clects to include a bilateral
transaction in the Dav-ahead Fnergy Market may specity the price (such price not to exceed the
maximum price that may be specified in the PINM Manuals), it any. at which itwill be wholly or partially
curtailed rather than pay Transmission Congestion Charges.  The foregoing price specification shall
apply to the price difference between the specified bilateral transaction source and sink points in the day-
ahead scheduling process only. Any Market Participant that elects not to include its bilateral transaction
in the Day-ahead Energy Market shall inform the Oftice of the Interconnection if the parties to the
transaction are not willing to incur Transmission Congestion Charges in the Real-time Energy Market in
order to complete any such scheduled bilateral transaction. Scheduling of bilateral transactions shall be
conducted in accordance with the specifications in the PIM Manuals and the tollowing requirements:

1) Internal Market Buyvers shall submit schedules for all bilateral purchases
tor delivery within the PJM Region, whether from generation resources
inside or outside the PJM Region:

i) Market Sellers shall submit schedules for bilateral sales to entities
outside the PIM Region from generation within the PIM Region that is
not dynamically scheduled to such entitics pursuant to Section 1,127 and

i) In addition to the foregoing schedules for bilateral transactions. Market

Participants shall submit confirmations of cach scheduled bilateral

- transaction trom cach other party to the transaction in addition to the
party submitting the schedule, or the adjacent Control Area,

{dh Market Scllers wishing t sell into the Day-ahead Energy Market shall submit
offers tor the supply of energy (including energy trom hydropower units). Regulation. Operating
Reserves or other services for the following Operating Day. Ofters shall be submitted to the Office of
the Interconnection in the form specified by the Office of the Interconnection and shall contain the
information specified in the Office of the Interconnection’s Offer Data specification. as applicable.
Market Sellers owning or controlling the output of a Generation Capacity Resource that was selt-
supplied or offered and cleared in a Base Residual Auction or Incremental Auction as specified in
Attachment ¥ of the PIM Tariff. and that has not been rendered unavailable by a Generation Planned
Outage. a Generator Maintenance Qutage, or a Generation Forced Outage shall submit otters for the
available capacity ot such Generation Capacity Resource. including any portion that is self-scheduled by
the Generating Market Buyer. The submission of offers for resource increments that have not cleared in
a Base Residual Auction or an Incremental Auction shall be optional. but any such ofters must contain
the information specified in the Otfice of the Interconnection’s Offer Data specification. as applicable.
Encrgy offered from generation resources that have not cleared a Base Residual Auction or an
Incremental Auction shall not be supplied from resources that are included in or otherwise committed
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1o supply the Operating Reserves of a Control Area outside the PIM Region. The toregoing offers:

- 1) Shall specity the Generation Resource and energy for each hour in the otter
period:
1) Shall specity the amounts and prices for the entire Operating Day for cach

resource component offered by the Market Seller to the Oftice of the
Interconnection:

1) It based on energy from a specific generating unit, may specify start-up and no-
load fees equal to the specification of such fees for such unit on file with the
Oflice of the Interconnection:

iv) Shall set forth any special conditions upoen which the Market Seller proposes to
supply a resource increment. including any curtailment rate specified in a
bilateral contract for the cutput of the resource. or any cancetlation fees:

v) May include a schedule of ofters for prices and operating data contingent on
acceptance by the deadline specified in this Schedule, with a second schedule
applicable if accepted afier the toregoing deadline:

Vi) Shall constitute an offer o submit the resource increment o the thee of the
Interconnection for scheduling and dispatch in accordance with the terms of the
offer. which offer shall remain open through the Operating Day for which the
offer 1s submitted;

vii) Shall be final as to the price or prices at which the Market Scller proposes to

supply energy or other services to the PIM Interchange Encrgy Market. such

- price or prices being guaranteed by the Market Seller for the period extending
through the end of the tollowing Operating Day:

vitl)  Shall not exceed an energy offer price ot $1.000 megawatt-hour: and

ix) If 4 Generation Capacity Resource was selt-supplied or oftered and
cleared the Base Residual Auction or an Incremental Auction and 1s
committed to satisty Resource Operational Reliability Requirements. as
detined in Schedule 9.1 of the Reliability Assurance Agreement. the
Market Seller must specify such spectfic operating attributes.

() A Market Seller that wishes to make a resource available to scell Regulation
service shall submit an offer for Regulation that shali specify the MW of Regulation being
oftered. the Regulation Zone for which such regulation is offered. the price of the offer in dollars
per MWh, and such other information specified by the Office of the Interconnection as may be
necessans 1o evaluate the offer and the resource’s opportunity costs. The price of the ofter shall
not exceed $100 per MWh in the case of regulation oftered tor all Regulation Zones. exeept that
offers for Regulation by Amenican Electric Power Company and Virginia Llectric Power
Company and/or their respective affiliates for the Regulation Zone comprised of the ECAR
Control Zone(s). MAIN Control Zone(s), or the VACAR Control Zone shall be cost-based
consisting of the following components:

1. The costs (in $/MW) of the fuel cost inerease due to the heat rate increase
resulting trom operating the unit at lower MW output incurred from  the
provision of Regulation:
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1. The cost increase (in $/MW) in variable operating and maintenance costs
resulting from operating the unit at lower MW output incurred from  the
provision of Regulation; and

i, An adder of up to $7.50 per MW of Regulation provided.
Quatlified Regulation capability must satistv the verification tests specified in the PJIM Manuals.

(H Cach Market Seller owning or controlling the output of a Generation Capacity
Resource shall submit a forecast of the availability of cach such Generation Capacity Resource tor the
next seven dayvs. A Market Seller (i) may submit a non-binding torecast of the price at which it expects
to offer a generation resource increment to the Ottice of the Interconnection over the next seven days,
and (i) shall submit a binding otler tor encrgy. along with start-up and no-load tees. 1t any. for the next
seven days or part thereof, for amy generation resource with minimum notitication or start-up
requirement greater than 24 hours.
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(L) Each ofter by a Market Seller of a Generation Capacity Resource shall remain in
cttect tor subsequent Operating Days until superseded or canceled.

th) The Oftice of the Interconnection shall post on the PIM Open Access
Same-time Information System the total hourly loads scheduled in the Day-ahead Energy Market, as
well as, its estimate of the combined hourly load of the Market Buvers for the next four dayvs, and peak
load forecasts for an additional three days.

() All Market Participants may submit Increment Bids and’or Decrement Bids that
apply to the Day-ahead Fnergy Market only. Such bids must comply with the requirements set forth in
the PJIM Manuals and must specify amount. location and price, it any, at which the Market Participant
desires to purchase or sell energy in the Day-ahead Energy Market. The Offtee of the Interconnection
may require that a market participant shall not submit in excess of 3000 hid/ofter segments in the
Dav-ahead Energy Market, when the Office of the Interconnection determines that such limiat s
required to avoid or mitigate significant system performance problems related to bid ofter
volume. Notice of the need to impose such limit shall be provided prior to 10:00 a.m. EPT on the
day that the Day-ahead Energy Market will clear. For purposes of this provision. a bid/ofter
segment is cach pairing of price and megawatt quantity submitted as part of an Increment Bid or
Decrement Bid.

(o A Market Scller that wishes to make a resource available to sell Spinning
Reserve shall submit an offer for Spinning Reserve that shall specify the megawatt of Spinning
Reserve being ottered. the price of the offer in dollars per megawatt hour, and such other intormation
specificd by the Office of the Interconnection as may be necessary 1o evaluate the ofter and the
energy used by the resource to provide the Spinning Reserve and the resource’s unit specific
opportunity costs. The price of the ofter shall not exceed the vanable operating and maintenance
- costs tor providing Spinning Reserve plus seven dollars and fifty cents.

(k) Market Scllers owning or controlling the output of a Demand Resource
that was self-supplicd or offered and cleared in the Base Residual Auction or one of the
Incremental Auctions, or owmng or controlling the output of an ILR resource which was
certified as specitied in Attachment Y of the PIM Tantt, may submit demand reduction bids for
the available load reduction capability of the Demand Resource or 1ILR resource. ‘The
submission of demand reduction bids for resource increments that have not cleared in the Base
Residual Auction or in one ot the Incremental Auctions. or tor LR resources that were not
certified. shall be optional. but any such bids must contain the intormation specitied in the PJM
Economie Load Response Program to be included in such bids. A Demand Resource that was
self-supplicd or oftered and cleared in a Base Residual Auction or an Incremental Auction may
submit a demand reduction bid in the Day-ahead Energy Market as specified in the Economic
Load Response Program. provided however, that in the event of an Emergency. PIM shall
require Demand Resources and I11LR resources to reduce load notwithstanding that the Zonal
[LMP at the time such Emergency is declared 1s below the price identified in the demand
reduction bid.
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1.10.2 Pool-scheduled Resources,

- Pool-scheduled resources are those resources for which Market Participants submitted
offers to sell energy in the Day-abead Energy Market and which the Office of the Interconnection
scheduled in the Day-ahead Energy Market as well as generators committed by the Office ot the
Interconnection subsequent to the Day-ahead Energy Market.  Such resources shall be committed to
provide cnergy in the real-time dispatch unless the schedules for such units are revised pursuant to
Sections 1.10.9 or 1.11. Pool-scheduled resources shall be governed by the tollowing principles and
procedures,

(a) Pool-scheduled resources shall be selected by the Office of the Interconnection
on the basis of the prices offered for energy and related services, start-up. no-load and cancellation fees.
and the specitied operating characteristics. offered by Market Sellers to the Office of the Interconnection
by the offer deadline specitied in Section 110.TA.

(h) A resource that is scheduled by a Market Participant to support a bilateral sale,
or that is self-scheduled by a Generating Market Buyer. shall not be selected by the Office of the
[nterconnection as a pool-scheduled resource except inan Emergency.

() Market Sellers offering encrgy trom hydropower or other facilities with fuel or
environmental limitations may submit data to the Office of the Interconnection that is sufficient to
enable the Office of the Interconnection to determine the available operating hours of such facilities,

{d) The Market Seller of a resource selected as a pool-scheduled resource shall
receive payments or credits for energy or related services. or for start-up and no-load tees. trom the
Office of the Interconnection on behalf of the Market Buyers in accordance with Section 3 of this
Schedule 1. Alternatively. the Market Seller shall receive. in licu of start-up and no-load fees, its actual
- costs incurred. it any. up to a cap of the resource’s start-up cost. if the Otfice ot the
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Interconnection cancels its selection of the resource as a pool-scheduled resource and so notifies the
Market Seller before the resource is synchronized.

(e) Market Participants shall make available their pool-scheduled resources to the
Office of the Interconnection for coordinated operation tw supply the Operating Reserves needs of the
applicable Control Zone.

1.10.3 Self-scheduled Resources.
Self-scheduled resources shall be governed by the following principles and procedures.

(a) Fach Generating Market Buyer shall use all reasonable ettorts, consistent with
Good Utility Practice, not to self-schedule resources in excess ot its Equivalent Load.

(b) The offered prices of resources that are self-scheduled. or otherwise not
following the dispatch orders of the Office of the Interconnection. shall not be considered by the Ottice
of the Interconnection in determining Locational Marginal Prices.

() Market Participants shall make available their self-scheduled resources to the
Office of the Interconnection for coordinated operation to supply the Operating Reserves needs of the
applicable Control Zone. by submitting an ofter as to such resources.

(h A Market Participant selt-scheduling a resource in the Day-ahead Fnergy
Market that does not deliver the encrgy in the Real-time Energy Market. shall replace the energy not
delivered with energy from the Real-time Energy Market and shall pay tor such energy at the applicable
Real-time Price.

1.10.4 Capacity Resources.

(a) A Generation Capacity Resource that is selected as a pool-scheduled resource
shall be made available for scheduling and dispatch at the direction of the Office of the Interconnection.
Such a Generation Capacity Resource that does not deliver energy as scheduled shall be deemed to have
experienced a Generator Foreed Outage to the extent of such energy not delivered. A Market Participant
offering such Generation Capacity Resource in the Day-ahead Energy Market shall replace the energy
not delivered with energy from the Real-time Energy Market and shall pay for such energy at the
applicable Real-time Price.

{h F'nergy from a Generation Capacity Resource that has not been scheduled in the
Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, may be self-scheduled.
or may be offered for dispatch during the Operating Day in accordance with the procedures specificd n
this Schedule.  Such a Generation Capacity Resource that has not been scheduled in the Day-ahead
Energy Market and that has been sold on a bilateral basis must be made available upon request to the
Office of the Interconnection tor scheduling and dispatch during the Operating, Day if the Office of the
Interconnection declares a Maximum Generation Emergency.  Any such resource so scheduled and
dispatched shall receive the applicable Real-time Price for energy delivered.
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- (<) A Generation Capacity Resource that has been self-scheduled shall not receive

payments or credits for start-up or no-load fees.
1.10.5 External Resources.

(a) External Resources may submut otters to the PIM Interchange Energy Market,
in accordance with the day-ahcad and real-time scheduling processes specified above. An External
Resource selected as a pool-scheduled resource shall be made available for scheduling and dispatch at
the direction of the Oftice of the Interconnection, and except as specitied below shall be compensated on
the same basis as other pool-scheduled resources. External Resources that are not capable of dynamic
dispatch shall. 1t selected by the Office of the Interconnection on the basis of the Market Seller’s Ofter
Data, be block loaded on an hourly scheduled basis. Market Sellers shall ofter External Resources o the
PIM Interchange Energy Market on either a resource-specific or an aggregated resource basis. A
Market Participant whose pool-scheduled resource does not deliver the energy scheduled in the Day-
ahead Energy Market shall replace such energy not delivered as scheduled in the Day-ahead Encrgy
Market with encrgy from the PIM Real-time Energy Market and shall pay tor such energy at the
applicable Real-time Price.

(h) Ofters tor External Resources from an aggregation of two or more generating

units shall so indicate. and shall specity. in accordance with the Offer Data requirements specitied by the

Office of the Interconnection: (i) encrgy prices: (i) hours of energy availability: (iii) a minimum

dispatch level: (iv) a maximum dispatch level: and (v} unless such information has previously been

made available to the Office of the Interconnection. sufficient information. as specified in the PIM

Manuals. to enable the Office of the Interconnection to model the flow into the PIM Region of any

cnergy from the External Resources scheduled in accordance with the Offer Data. It a Market Seller

- submits more than one offer on an aggregated resource basis. the withdrawal of any such ofter shall be
deemed a withdrawal of all higher priced offers for the same period.

() Offers tor External Resources on a resource-specific basis shall specity the
resource being offered. along with the information specified in the Ofter Data as applicable.

1.10.6 External Market Buvers.

{a) Deliveries to an External Market Buyer not subject to dynamic dispatch by the
Office of the Interconnection shall be delivered on a block Toaded basis to the load bus or buses at the
clectrical boundaries of the PIM Region, or in such area with respect to an External Market Buyer's load
within such arca not served by Network Service, at which the energy is delivered to or for the Fxternal
Market Buyer. External Market Buyers shall be charged or credited at either the 1ay-ahead Prices or
Real-time Prices, whichever 1s applicable, for energy at the foregoing load bus or buses.

(h) An External Market Buyer's hourly schedules for energy purchased from the
PIM Interchange Energy Market shall contorm to the ramping and other applicable requirements of the
interconnection agreement between the PIM Region and the Control Area to which, whether as an
intermediate or  final point of delivery. the purchased energy will initially  be  delivered.
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output of pool-scheduled resource increments as necessary: (1) to maintain reliability. and subject to that
constraint. to minimize the cost of supplying the energy. reserves, and other services required by the
Market Buyers and the operation of the PIM Region: (b} to balance load and generation. maintain
scheduled tie flows, and provide frequency support within the PIM Region: and (¢} to minimize
unscheduled interchange not frequency related between the PIM Region and other Control Areas.

1.11.2 Operating Basis.

In carrving out the foregoing objectives. the Otfice of the Interconnection shall conduct
the operation of the PIM Region in accordance with the PIM NManuals., and shall: (1) utihze available
senerating reserves and obtain required replacements: and (i) monitor the availability of adequate
rCSCrves.

1.11.3 Pool-dispatched Resources.

(@) The Office of the Interconnection shall implement the dispatch ot energy trom
pool-scheduled resources with limited energy by direct request. Inimplementing mandatory or
cconomic use of Hmited energy resources. the Office of the Interconnection shall use its best ettorts to
select the most economic hours of operation for limited energy resources, in order to make optimal use
of such resources consistent with the dynamic load-following requirements of the PIM Region and the
availability of other resources to the Office of the Interconnection.

(M The Office of the Interconnection shall implement the dispatch of energy from
other pool-dispatched resource increments. including generation increments from Capacity Resources
the remaining increments of which are self-scheduled. by sending appropriate signals and instructions to
the entity controlling such resources, in accordance with the PIM Manuals. Fach Market Seller shall
ensure: that the entity controlling a pool-dispatched resource ottered or made available by that Market

- Seller complies with the encregy dispatch signals and instructions transmitted by the Oftice of the
Inicreonnection,

1.11.3A Maximum Generation Emergency.

If the Office of the Interconnection declares a Maximum Generation Emergeney, all
deliveries to load that is served by Point-to-Point Transmission Service outside the PIM Region trom
Generation Capacity Resources may be interrupted in order o serve load in the PIM Region.

1.11.4 Regulation.

(a) A Market Buyer may satisty its Regulation Obligation from its own resources
capable of performing Regulation service. by contractual arrangements with other Market Participants
able to provide Regulation service. or by purchases from the PIM Interchange Energy Market at the
rates set forth in Section 3.2.2.

(b The Office of the Interconnection shall obtain Regulation service from the
Jeast-cost alternatives available from either pool-scheduled or self-scheduled resources as needed to
meet Regulation Zone requirements not otherwise satistied by the Market Buyers. Resources offering
to sell Regulation shall be selected to provide Regulation on the
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4. RATE TABLE
- 4.1 ()ffered Price Rates.

Spot Market Energy. Regulation, Operating Reserve, and Transmission Congestion are based on
offers to the Oftice of the Interconnection specified in this Agreement.

1.2 Transmission Losses.
Average loss factors shall be as specitied in the PIM Taritt,
4.3 Emergency Energy Purchases.

The pricing for Emergency cnergy purchases will be determined by the Office of the
Interconnection and: (a) an adjacent Control Area, in accordance with an agreement between the Office
of the Interconnection and such adjacent Control Area. or (b) a Member. in accordance with
arrangements made by the Office of [Interconnection to purchase energy offered by such Member from
resources that are not Capacity Resources.

s CALCULATION OF TRANSMISSION CONGESTION CHARGES AND CREDITS
51 Transmission Congestion Charge Calculation,
5.1.1  Calculation by Office of the Interconnection.

W hen the transmission system is operating under constrained conditions, or as necessary
to provide third-party transmission provider losses in accordance with Section 9.3, the Ottice of the
Interconnection shati calculate Transmission Congestion Charges for cach Network Service User, the
PJM Interchange Energy Market. and cach Transmission Customer.

5.1.2  General.

The basis for the Transmission Congestion Charges shall be the difterences m the
[.ocational Marginal Prices between points of delivery and points of receipt. as determined in
accordance with Section 2 ot this Schedule,

5.1.3 Network Service User Calculation.

Each Network Service User shall be charged for the inereased cost of energy incurred by
it during each constrained hour to deliver the output of its firm Generation Capacity Resources or other
owned or contracted tor resources. its firm bilateral purchases, and its non-firm bilateral purchases as to
which it has elected to pay Transmission Congestion Charges. The Transmission Congestion Charge for
deliveries from each such source shall be the Network Service User’s hourly net bill less its hourly net
PJM Interchange payments or sales as determined in accordance with Section 3.2.1 or Sections 3.3 and
3.3.1 of this Schedule.
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7.4.3 Target Allocation of Auction Revenue Right Credits.

A target allocation ot Auction Revenue Right Credits tor cach entity holding an
Auction Revenue Right shall be determined for cach Auction Revenue Right. After cach round of
the annual Financial Transmission Right Auction, cach Auction Revenue Right shall be divided by
four and multiplied by the price differences for the receipt and delivery points associated with the
Auction Revenue Right calculated as the Locational Marginal Price at the delivery points(s) minus
the Locational Marginal Price at the receipt pomnt{s). where the price for the receipt and delivery
point is determined by the clearing prices ot each round of the annual Financial Transmission Right
auction. The daily total target allocation for an entity holding the Auction Revenue Rights shall be
the sum of the daily target allocations associated with all of the entity s Auction Revenue Rights,

7.4.4  Calculation of Auction Revenue Right Credits.

(a) Each day. the total of all the daily target allocations determined as specified
above in Section 7.4.3 plus any additional Auction Revenue Rights target allocations applicable for
that day shall be compared to the total revenues of the monthly Financial Transmission Rights
auction (divided by the number of days in the month) plus the total revenues of the annual Financial
Transmission Rights auction (divided by the number of days in the planning period). 1t the total of
the target allocations is less than the total auction revenues. the Auctton Revenue Right Credit for
cach entity holding an Auction Revenue Right shall be equal to its target allocanon. All remaining
funds shall be distnibuted as Excess Congestion Charges pursuant to Section 5.2.5.

(h [ the total of the target allocations is greater than the total auction revenues,
each holder of Auction Revenue Rights shall be assigned a share of the total auction revenues in
- proportion to its Auction Revenue Rights target allocations tor Auction Revenue Rights which have a
positive Target Allocation value. Auction Revenue Rights which have a negative Target Allocation
value are assigned the tull Target Allocation value as a negative Auction Revenue Right Credit.

7.5 Stmultaneous Feasibility.

The Office of the Interconnection shall make the simultancous feasibility determinations
specificd herein using appropriate powertlow models of contingency-constrained dispatch. Such
determinations shall take into account outages of both individual generation units and transimission
facilities and shall be based on reasonable assumptions about the configuration and availability of
transmission capability during the period covered by the auction that are not inconsistent with the
determination of the deliverability of Generation Capacity Resources under the Reliability Assurance
Agreement. The goal of the simultaneous feasibility determination shall be to ensure that there are
sufficient revenues from Transmission Congestion Charges to satisty all Financial Transmission
Rights obligations tor the auction period under expected conditions and to ensure that there are
sufficient revenues from the annual Financial Transmission Right Auction to satisfy all Auction
Revenue Rights obligations.
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\ REGISTRATION

Participants must complete the PJM Emergency Load Response Program
Registration Form that is posted on the PJM web site (www.pym.com). The
following general steps will be followed:
I. The participant completes the PYM Emergency Load Response Program registration form
located on the PIM web site.
PIM reviews the application and ensures that the qualifications are met. including
veritying that the appropriate metering exists. PJM also confirms with the appropriate
.SE and EDC whether the load reduction is under other contractual obligations.
Other such obligations may not preclude participation in the program. but may
require special consideration by PIM such that appropriate settlements are made
within the contines of the existing contract.  The EDC and LSE have wn (10)
business days to respond or PJM assumes acceptance.
2. PIM informs the requesting participant of acceptance into the program and notifies the
appropriate LSE and EDC of the participant’s acceptance into the program.
Any end-use customer intending to run distributed generating units in support of local load
for the purpose of participating in this program must represent in writing to PINM that it
holds all applicable ¢nvironmental and use permuts for running those generators.
Continuing participation in this program will be deemed as a continuing representation by
- the owner that cach time its distributed generating unit is run in accordance with this
program, it is being run in compliance with all applicable permits. including any
emissions, run-time limit or other constraint on plant operations that may be imposed by

such permits,
EMERGENCY OPERATIONS

PIM will initiate the request for load reduction tollowing the declaration of Maximum
Emergency  Generation and prior 1o the implementation of ILR Steps 1 and 2.
(Implementation of the Emergency load Response Program can be used for regional
emergencies.) It is implemented whenever generation is needed that is greater than the
highest cconomic incremental cost. PJM posts the request for load reduction on the PJM web
site. on the Emergency Conditions page. and on cData, and issues a burst email to the

Emergency Load Response majordomo. A separate All-Call message is also issued.

Operational procedures are described in detail in the PJM Manual for Emergency
Operations.
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- VERIFICATION

PIM requires that the load reduction meter data be submitted to PIM within 60 days of the
event. If the data are not received within 60 days. no payment for participation is provided.
Meter data must be provided for the hour prior to the event, as well as every hour during the
event.

[hese data files are to be communicated to PIM cither via the Load Response Program web
site or email. Files that are emailed must be in the PIM-approved file format. Meter data will
be forwarded to the EDC and 1.SE upon receipt. and these parties will then have wen (10)
business days to provide teedback to PIM. All load reduction data are subject to PIM Market
Monitoring Unit audit.

MARKET SETTLEMENTS

Payment for reducing load is based on the actual KWh relief provided plus the adjustment for
losses. The minimum duration of a load reduction request is two hours. The magnitude of
relief provided could be less than, equal to. or greater than the kW amount declared on the
Emergency Load Response Program Registration form.
PIM pays the higher of the applicable Locational Marginal Price (LMP)or S500°MWh to the
PJM Member that nominates the load. Payvment will be cqual to the measured reduction
-w (either measured output of backup generation or the difference between the measured load
the hour betore the reduction and cach hour during the reduction) adjusted for loses times the
higher of the applicable Locational Marginal Price (ILMP) otherwise in use for settlement of
the given load or $500°MWh,
During emergency conditions. costs for emergency purchases in excess of L.MP are allocated
among PJM Market Buyers in proportion to their increase in net purchases from the PIM
encrey market during the hour in the real time market compared to the day-ahead market.
Consistent with this pricing methodology. all charges under this program arc allocated to
purchasers of energy. in proportion (o their increase in net purchases from the PIM energy
market during the hour from day-ahead to real time. An Interruptible Load tor Reliability
(11.R) Customer may participate in the Load Response program during ILR events as long as
the customer's 11L.R contract explicitly excludes payment or credit for energy not consumed
during IL.R events. If the LSE that submitted the customer for [LR credit indicates that the
customer is not eligible for simultancous credit under the Load Response program and (LR is
called for concurrent with the Load Response program. then payments will be made to the
customer according to the Load Response program only tor the time during which 1LR
obligations were not in eftect. Any response in excess of the contracted 11.R amount will be
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INTRODUCTION

PJM Load Response Program

This program is designed to provide an incentive to end-use customers or
curtailment service providers to enhance the ability and opportunity for reduction of
consumption when PJM Locational Marginai Prices (“LMP") prices are high. The
program purposefully incorporates incentives that are greater than strict economics
would provide for the same curtailment. This departure from economics is justified to
overcome initial barriers to end-use customer load response. This program is not
intended to be a permanent fix to the lack of load response seen in the PJM markets
today. The designers of this program contemplate that when the existing market
barriers are removed and end-use customers are better able to respond to real time
prices, the need for this program and others like it will disappear. Until that happens.
however, programs like this are necessary for fully functioning markets.

Economic Load Response Program - Real Time

This option will provide a mechanism by which any qualified Load Serving Entity
("LSE") or Curtailment Service Provider (“CSP") may offer end-use customers the
opportunity to, or end-use customers that are PJM members independently may
choose to, reduce load they draw from the PJM system during times of high prices
and receive payments based on real time LMP for the reductions.

The program will be effective June 1, 2002, and will remain in effect until December
1, 2004. At that time, the program will be terminated unless it is extended by a two-
thirds sector vote of the Members Committee.

Economic Load Response Program - Day Ahead

This option will provide a mechanism by which any qualified LSEs or CSPs may offer
end-use customers the opportunity to, or end-use customers that are PJM members
independently may choose to, commit to a reduction of load they draw from the PJM
system in advance of real time operations and receive payments based on day-
ahead LMP for the reductions.

The program will be effective June 1. 2002, and will remain in effect until December
1, 2004. At that time, the program will be terminated unless it is extended by a two-
thirds sector vote from the Members Committee.

This program is not intended to be a replacement for Interruptible Load for Reliability
("ILR"). but rather an additional means by which distributed generation resources
and end-use customers capable of reducing load can participate in PJM operations
and markets.
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accumulate debits at the corresponding hourly rate for the amount the end-use

- customer's hourly energy consumption is greater than the CBL. However, in no
event will the end-use customer’'s (or its representative's) credit be reduced below
zero on a daily basis.

Payments under the Economic Load Response Program will be made by PJM to the
end-use customer or its representative (LSE/CSP). In the event the CSP or LSE is
the party to be paid but is not the load reducer, the portion of the payment that will
be transferred from the LSE/CSP to the end-use customer that actually reduced load
is outside the scope of this program, and must be arranged between the LSE/CSP
and the end-use customer.

EDCs functioning as LSEs may use the average shopping credit for generation and
transmission for a rate class.

PJM shall recover LMP less an amount equal to applicable generation and
transmission charges from the LSE that otherwise would have the load that was
reduced. The amount equal to the generation and transmission charges. if any. will
be recovered from all load within the zone in which the load that was reduced is
located. If the total amount of recoverable charges reflecting generation and
transmission charges for the entire program exceeds $17.5 million in a year,
thereafter participants will receive LMP less an amount equal to the applicable
generation and transmission charges regardless of the level of LMP.

An ILR Provider may paricipate in the Economic Load Response program during
ILR events as long as the customer's ILR contract explicitly excludes payment or

- credit for energy not consumed during ILR events. If the LSE that submitted the
customer for ILR credit indicates that the customer is not eligible for simultaneous
credit under the Economic Load Response program and ILR is called for concurrent
with the Economic Load Response program, then payments will be made to the end-
use customer or representative according to the Economic Load Response program
only for the time during which ILR obligations were not in effect. Any response in
excess of the contracted ILR amount will be compensated under the Economic Load
Response program for the entire duration of response.

Program credits will appear on the PJM Member's monthly bill, as described in the
PJM Manual for Operating Agreement Accounting and the PJM Manual for
Billing.

REPORTING

PJM will submit any required reports to FERC on behalf of the Economic Load
Response Program participants. PJM will also post this document, as well as any
other program-related documentation on the PJM web site. PJM shall submit two
reports to the FERC with respect to the Economic Load Response Program. The first
report shall be filed on May 31, 2003. The second report shall be filed on October
31, 2004, concurrently with PJM's report evaluating the PJM Emergency Load
Response Program. These reports shall review and evaluate
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Total payments to end-use customers or their representatives (LSEs/CSPs) for
accepted day-ahead load response bids will not be less than the total value of the
load response bid, including any submitted start-up costs associated with reducing
load, including direct labor and equipment costs and opportunity costs and any costs
associated with a minimum number of contiguous hours for which the load reduction
must be committed. Any shortfall will be made up through normal, day-ahead
operating reserves. In all cases, the applicable zonal or aggregate (including nodal)
LMP is used as appropriate for the individual end-use customer. The applicable
generation and transmission” charge is the charge the participant would have
otherwise paid the LSE absent the load reduction.

Payments under the Economic Load Response Program will be made by PJM to the
end-use customer or its representative (LSE/CSP). In the event the CSP or LSE is
the party to be paid but is not the load reducer, the portion of the payment that will
be transferred from the LSE/CSP to the end-use customer that actually reduced load
is outside the scope of this program, and must be arranged between the LSE/CSP
and the end-use customer.

PJM shall recover LMP less an amount equal to applicable generation and
transmission charges from the LSE that otherwise would have the load that was
reduced. The amount equal to the generation and transmission charges, if any, will
be recovered from all load within the zone in which the load that reduced is located.
If the total amount of recoverable charges reflecting the generation and transmission
charges for the entire program exceeds $17.5 million in a year. thereafter
participants will receive LMP less an amount equat to the applicable generation and
transmission charges regardless of the level of LMP.

EDCs functioning as LSEs may use the average shopping credit for generation and
transmission for a rate class.

An ILR Provider may participate in the Economic Load Response program during
ILR events as long as the customer's ILR contract explicitly excludes payment or
credit for energy not consumed during ILR events. If the LSE that submitted the
customer for ILR credit indicates that the customer is not eligible for simultaneous
credit under the Economic Load Response program and ILR is called for concurrent
with the Economic Load Response program, then payments will be made to the end-
use customer or representative according to the Economic Load Response program
only for the time during which ILR obligations were not in effect. Any response in
excess of the contracted ALM amount will be compensated under the Economic
Load Response program for the entire duration of response.

Program credits will appear on the PJM Member's monthly bill, as described in the
PJM Manual for Operating Agreement Accounting and the PJM Manual for
Billing.
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SCHEDULFE §

- PIM DISPUTE RESOLUTION PROCEDURESN

1. DEFINITIONS

1.1 Alternate Dispute Resolution Committee.

“Alternate Dispute Resolution Commitiee™ shall mean the Committee established pursuant to
Section 5 ot this Schedule.

1.2 MAAC Dispute Resolution Committee.

“MAAC Dispute Resolution Committee™ shall mean the commitiee established by the Mid-
Atlantic Arca Council to administer its industryv-specific mechanism for resolving certain types of
wholesale clectricity disputes.

1.3 Related PJM Agreements.

“Refated PIM Agreements™ shall mean this Agreement. the Fast Transmission Owners

Agreement, and the Reliability Assurance Agreement. the West Transmission Owners Agreement. and
the South Transmission Owner Agreement.

2. PURPOSES AND OBJECTIVES

2.1 Cominon and Uniform Procedures.

The PIM Dispute Resolution Procedures are intended to establish common and unitorm
- procedures tor resoiving disputes ansing under the Related PIM Agreements. To the extent any of the
tforegoing agreements or the PIM ‘Tantt contain dispute resolution provisions expressly applicable to
disputes arising thercunder. however, this Agreement shall not supplant such provisions, which shall
apply according to their terms.

22 Interpretation.

To the extent permitted by applicable law. the PJM Dispute Resolution Procedures are to be
interpreted to etfectuate the objectives set torth in Section 2.1, To the extent penmitied by these PIM
Dispute Resolution Procedures, the Alternate Dispute Resolution Committee shall coordinate with the
established dispute resolution committee of an Applicable Regional Reliability Council, where
appropriate. in order to conserve adminmstrative resources and to avoid duplication of dispute resolution
statfing.
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SCHEDULE 8

DELEGATION OF PJM REGION RELIABILITY RESPONSIBILITIES

1. DELEGATION

The following responsibilities shall be delegated to the Office of the Interconnection by the
partics to the Reliability Assurance Agreement.

2. NEW PARTIES

With regard to the addition, withdrawal or removal of a party to the Reliability Assurance
Agreement. the Oftfice of the Interconnection shahl:

(a) Receive and evaluate the information submitted by entities that plan w serve loads
within the PJM Region. including entities whose participation in the Agreement will expand the
boundarics of the PIM Region. such evaluation to be conducted in accordance with the requirements of
the Reliability Assurance Agreement: and

(b) Evaluate the effects of the withdrawal or removal of a party from the Reliability
Assurance Agreement.

3. IMPLEMENTATION OF RELIABILITY ASSURANCE AGREEMENT
With regard to the implementation of the provisions of the Reliability Assurance Agreement. the
Office of the [nterconnection shali:
(a) Receive all required data and forecasts from the parties to the Reliability: Assurance
- Agreement and other owners or providers ol Capacity Resources:

(b Perform  all calculations and  analvses necessary to determine  the Forecast Pool
Requirement and the capacity obligations imposed under the Reliability Assurance Agreement.
including periodic reviews ot the capacity benefit margin for consistency with the Reliability Principles
and Standards. as the foregoing terms are detined i the Reliability Assurance Agreement:

(c) Monitor the compliance of each party o the Reliability Assurance Agreement with its
obligations under the Reliability Assurance Agreement:

(d) Keep cost records, and bill and collect any costs or charges due from the partics to the
Reliability Assurance Agreement and distribute those charges in accordance with the terms of the
Reliability Assurance Agreement:

() Assist with the development of rules and procedures tor determining and demonstrating
the capability of Capacity Resources:

(H) Establish the capability and deliverability of Capacity Resources consistent with the
requirements of the Reliability Assurance Agreement;

(2) Collect and maintain generator avatlability data:
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{h) Perform any other forecasts, studies or analvses required to administer the Reliabihity
Assurance Agreement:

(i) Coordinate maintenance schedules for generation resources operated as part of the PIM
Region:

m Determine and declare that an Emergency exists or has ceased to exist in all or any part
of the PIM Region or announce that an Emergency exists or ceases o exist in a Control Area
mnterconnected with the PIM Region:

(k) Enter into agreements for (i) the transter of energy in Emergencies in the PIM Region or
in a Control Area interconnected with the PIM Region and (i) mutual support in such Emergencies with
other Control Arcas interconnected with the PJM Region: and

(h Coordinate the curtailment or shedding of load. or other measures appropriate o
alleviate an Emergency. to preserve reliability in accordance with FERC, NERC or Applicable Regional
Reliability: Council principles, guidelines, standards and requirements and the PJIM Manuals, and to
ensure the operation of the PIMRegion inaccordance with Good Ltility Practice.
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1.4A  Authorized Commission.

- “Authorized Commission™ shall mean (1) a State public utility commission within the
geographic limits of the PIM Region that regulates the distribution or supply of clectricity to retail
customers and is legally charged with monitoring the operation of wholesale or retail markets serving
retall suppliers or customers within its State or (i) an association or organization comprised
exclusively of State public utility commissions described in the immediately preceding claose (1).

1.4B  Authorized Person.

“Authorized Person™ shall mean a person who has executed a Non-Disclosure Agreement,
and s authorized in writing by an Authorized Commission 1o receive and discuss confidential
information.  Authorized Persons may include attorneys representing an Authorized Commission.
consultants and/or contractors directly emploved by an Authorized Commission, provided however
that consultants or contractors may not initiate requests for confidential information from the Othce
of the Interconnection or the PIM Market Monitor.

1.5 Board Member.
“Board Member™ shall mean a member of the PJIM Board.
1.SA  Applicable Regional Reliability Council.

“Applicable Regional Reliabality Council™ shall mean the reliability council for the region in
which a Member operates.

1.5B Bcehind The Meter Generation,

“Behind The Meter Generation™ refers to one or more generating units that are located with load
at a single electrical location such that no transmission or distribution facilities omned or operated by any
Transmission Owner or Electric Distributor are used to deliver energy from the generating unit[s] to the
load: provided. however. that Behind The Meter Generation does not include (i) at any time, any portion
of such generating unit[s]” capacity that is designated as a Generation Capacity Resource, or (i) in any |
hour, any portion of the output of the generating units] that is sold to another entity for consumption at
another clectrical location or inte the PIM Interchange Energy Market.
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1.6 Capacity Resource.
-~ “Capacity Resource™ shall mean—the net capaeitv—om owned—or contracted-tor-generating

Ficidties-alofwhich (1) are acvreditedto-u Foud Sepving b atity pussuaitte the proceduresset-forth have
the meaning provided in the Reliability Assurance Agreement, oF paesuaitt to the procedures set torth
the Retihthty Assurgneeveeement-South-and £8) are comirrtied 1o satish—thatboud Serving-bntiys
oblizations under the Reliability Asswunce Agreement and this Aercement of the Relinbibiy Assoraince
AureethentSouh.

1.7 Control Area.

“Control Arca™ shall mean an electric power system or combination of electric power systems
bounded by interconnection metering and telemetry to which a common automatic generation control
scheme is applied in order to:

(a) match the power output of the gencrators within the clectric power system(s) and cnergy
purchased trom entities outside the clectric power systemis). with the load within the electric power
system(s):

(b) maintain scheduled interchange with other Control Areas. within the hmits ot Good
Ultility Practice:

(c) maintain the frequency ot the clectric power system{s) within reasonable limits in
accordance with Good Uitility Practice and the criteria of NERC and the applicable regional reliability
counctl of NERC:

(dy maintain power flows on transmission facilities within appropriate limits to preserve
reliabihity: and
w (¢ rovide sufficient generating capacity 1o maintain operating reserves in accordance with
& g ) E
Good Ltility Practice.
1.7.01 Control Zone.

“Control Zone™ shall mean any of the FCAR Control Zone(s). MAAC Control Zone, or MAIN
Control Zone(s). or the VACAR Control Zone.

1.7.02 Default Allocation Assessment.

“Default Allocation Assessment’™ shall mean the assessiment determined pursuant o section
15.2.2 of this Agreement.

LZ.03 Demund Resourgce
“Demand Resource™ shall hayve the meaning provided in the Reliability Assurance Agreement.
1.7A  East Transmission Owner.

“Fast Transmission Owner™ shall mean a Transmission Owner that has exccuted the East
Transmission Owners™ Agreement,

1.7B  East Transmission Ohwners Agreement.
“Last Transmission Owners” Agreement” shall mean that certain agreement, dated June 2. 1997

and as amended from time to time. by and among Transmission Owners in the PIM Control Arca
-providing for an open-access transmission taritt in the MAAC Control Zone. and for other purposces.
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- 1.7C  ECAR.

“ECAR™ shall mean the reliability council under scction 202 of the Federal Power Act,
established pursuant to the ECAR Coordination Agreement dated June 1. 1968, or any successor thereto.
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1.9 Effective Date.

- “Effective Date™ shall mean August 1. 1997, or such later date that FERC permits this
Agreement to go into cftect.

1.10 Emergency.

“Emergency™ shall mean: (i} an abnormal system condition requiring manual or automatic
action o maintain system frequency, or to prevent loss of firm load. equipment damage, or tripping of
system elements that could adversely affect the reliability of an clectric system or the safety of persons
or property: or (i) a fuel shortage requiring departure trom normal operating procedures in order to
minimize the use of such scarce fuel; or (i) a condition that requires implementation ot emergency
procedures as defined in the PIM Manuals.

1.11 End-Use Customer.

“End-Use Customer™ shall mean a Member that is a retail end-user of electricity within the PIM
Region.

1.12 FERC.

“FERC™ shall mean the Federal Energy Regulatory Commission or any successor tederal
agency. commission or department exercising jurisdiction over this Agreement.

1.13  Finance Committee.
“Finance Committee™ shall mean the body formed pursuant to Section 7.5.1 of this Agreement.

1.14  Generation Owner,

“Generation Owner”™ shall mean a Member that owns or leases with rights equivalent to
ownership facilities for the gencration ot electric energy that are located within the PIM Region,
Purchasing all or a portion of the output of a generation facility shall not be sutficient o qualify a
Member as a Generation Owner.

L.14A Gengrition Capacity Resouree.

“CGieneration Capacity Resouree™ shall have the meaning provided 1o the Reliabidity: Assurance
Agreement,

1.15  Good Utility Practice,

“Good Utility Practice™ shall mean any of the practices. methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time period. or any of
the practices. methods and acts which, in the exercise of reasonable judgment in light of the facts known
at the time the decision was made. could have been expected to accomplish the desired result at a
reasonable cost consistent with good business practices. reliability, safety and expedition. Good Utility
Practice is not intended to be limited to the optimum practice. method, or act to the exclusion of all
others. but rather is intended to include acceptable practices. methods. or acts generally accepted in the
region.

1.16 Information Request.

“Information Request”™ shall mean a written request. in accordance with the terms of this
Agreement for disclosure of confidential information pursuant to Section 18.17.4 of this Agreement.

LA7A Iaterruptible Load for Reliability,
- “Interruptible T oad tor Retiability™ or =11 R™ shall have the meaning speciticd i the
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- 1.17 LLC.

“LLC™ shall mean PIM [nterconnection, 1..1.C..a Delaware imited liabihty company.
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1.18  l.oad Serving Entity.
- “Load Serving Entity” shall mean an entity. including a load aggregator or power marketer, (1)

serving end-users within the PJIM Region, and (2) that has been granted the authority or has an
obligation pursuant to state or local law. regulation or franchise to sell electric energy to end-users
located within the PIM Region, or the duly designated agent of such an entity.

1.19  Locational Marginal Price.

“Locational Marginal Price™ shall mean the hourly integrated market clearing marginal price for
energy at the location the energy is delivered or received, caleulated as specified in Section 2 of
Schedule 1 of this Agreement.

1.20 MAAC,

"MAACT shall mean the Mid-Atlantic Area Council. a reliability council under § 202 of the
Federal Power Act established pursuant to the MAAC Agreement dated August 1. 1994 or amy
successor thereto.

1.20A MAAC Control Zone.

“MAAC Control Zone™ shall mean the aggregate of the Transmission Facilities ot Atlantie City
Electric Company. Baltimore Gas and Electric Company. Delmarva Power and Light Company, Jersey
Central Power and faght Company., Metropolitan Edison Company. PECO  Energy Company,
Pennsylvania Electric Company, PPLL Electric Utilities Corporation, Potomac Electric Power Company.
Public Service Electric and Gas Company. and Rockland Flectric Company.

1.20B MAIN.

“MAINT shall mean the Mid-America Interconnected Network, a rehability council under § 202

of the Federal Power Act established pursuant to the Amended and Restated Bylaws of MAIN. dated
January 8. 1998, or any successor thereof.

1.20C MAIN Control Zone,

“MAIN Control Zone™ shall mean any one of the vne or more Control Zones comprised of the
Transmission Facilitics of one or more of the Transmission Owners for which MAIN is the Applicable
Regional Reliability Council. as designated in the PIM Manuals.

1.21  Market Buyer.

“Market Buyver™ shall mean a Member that has met reasonable creditworthiness standards
established by the Oftice of the Interconnection and that is vtherwise able to make purchases in the PJM
Interchange Energy Market o PIM Capactty Credit.

-
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1.22  Market Participant.
- *Market Participant’™ shall mean a Market Buyer or a Market Seller, or both.
1.23  Market Seller.

“Market Seller”™ shall mean a Member that has met reasonable creditworthiness standards
established by the Otftice of the Interconnection and that is otherwise able to make sales in the PJM
Interchange Energy Market oF PIM Capacity Credit Marhet.

1.24  Member.

“Member” shall mean an entity that satisties the requirements of Section 1 1.6 ot this Agreement
and that (i) is a member of the 11L.C immediately prior to the Etfective Date. or (ii) has executed an
Additional Member Agreement in the form set forth in Schedule 3 hereof.

1.25  Members Committee.

“Members Committee™ shall mean the committee specitied in Section § of this Agreement
composed of representatives ot ali the Members.

1.26 NERC.

“NERCT shall mean the North American Electnic Rehability Council, or any successor thereto,
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1.35  PJM Manuals.

- “PIM Manuals™ shall mean the instructions, rules. procedures and guidelines established by the
Office of the Interconnection for the operation. planning. and accounting requirements ot the PIM
Region and the PIM Interchange Encrgy Market.

1.35.01 PIM Market Monitor.

“PIM Market Monitor™ shall mean the Market Monitoring Unit established under
Attachment M to the PIM Tarift.

1.35A PJM Region.

“PJM Region” shall mean the aggregate of the MAAC Control Zone. the PIM West Region, and
VACAR Control Zone.

1.358  PJM South Region,

“PJM South Region™ shall mean the VACAR Control Zone.

1.36  PIM Tariff.

“PIM Tarift™ shall mean the PIM Open Access Transmission Tariff providing transmission
service within the PIM Region, including any schedules. appendices. or exhibits attached thereto, as in
cffect from time to time.

1.36 A [Reserved.|

1.368 PJM West Region.

“PIM West Region™ shall mean the aggregate of the ECAR Control Zone(s) and MAIN Control

- Zone(s).
1.37  Planning Period.

“Planning Period”™ shall initially mean the 12 months beginning June 1 and extending through
May 31 of the tollowing vear. or such other period established under the procedures of. as applicable.
the Reliability Assurance Agreement or the Rehablity swimsice Asreenent-West, of the—Rehabilis
Asstiftice Avreentet-Soh.

1.38  President.
“President” shalt have the meaning specified in Section 9.2.
1.38A Regulation Zone.

“Regulation Zone™ shall mean any of those one or more geographic arcas, cach consisting of a
combination of one or more Control Zone(s) as designated by the Office of the Interconnection in the
PJM Manuals. relevant to provision of. and requirements for, regulation service.

1.39 Related Parties.

“Related Parties™ shall mean, solely for purposes of the governance provisions of this
Agreement: (i) any generation and transmission cooperative and one of its distribution cooperative
members: and (ii) any joint municipal agency and one of its members. For purposes of this Agreement,
representatives of state or federal government agencies shall not be deemed Related Parties with respect
to cach other. and a public body's regulatory authority, it any, over a Member shall not be deemed to
make it a Related Party with respect to that Member.
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1.40  Reliability Assurance Agreement.

- “Reliability Assurance Agreement” shall mean that certain Reliability Assurance Agreement
Among Load-Serving Entities in the PIM Region. on file with FERC as PIM Inerconnection, TE.C.

Rate Schedule FIFRC, No. 42 asreement. dated dune 2. 1997 and-uy amended lrom-time 1o time,

establishing obligations. standards and procedures for maintaining the reliable operation of the
MAACPIN Controd Region Zone.

1404 Relinbility Assurance Agreement-West.

— - Reliabthin—Aswirance Agreement-Yeest-shall meanthat corta agreenemt—daed March 15,
200} and-a~—mwended  from tine-do-time. establishine— oblications, standards and procedures oy
e e the reliable operation-of-the PIM West Region:

e LAOB Relinbility- Assurnnce Avreement-Sonth.

C—Rehability  Assurance-AureementSouth” shab—mean that certam—"PIM South - Rehabiliy
Ansurance: Apreement Among Lead-Serving Batities inthe PIM Sowth Region” us amended from-time
to-teestablishing oblivgtion-standards and procedores for mahraming the reliable opermtion-ol-the
AN Sonth Regton,

1.40C SERC.

“SERC™ or “Southeastern Electric Reliability Council™ shall mean the reliability council under
section 202 of the Federal Power Act established pursuant to the SERC Agreement dated January 14,
970, or any successor thereto.
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1.47A VACAR.
- “VACAR" shall mean the group of five companies, consisting of Duke Energy. Carolina Power

and Light. South Carolina Public Service Authority. South Carolina Electric and Gas, and Virginia
Electric and Power Company.

1.47B VACAR Control Zone.

“VACAR Control Zone™ shall mean the Transmission Facilities of Virginia Elcctric and Power
Company.

1.48 Yoting Member.,

“Voting Member™ shall mean (i) a Member as to which no other Member is an Affihate or
Related Party, or (i) a Member together with any other Members as to which itis an Affiliate or Related
Party.

1.49  Weighted Interest.
“Weighted Interest™ shall be equal to (0.1¢1 Ny + 0.5(B/C) + 0.2(D.F) + 0.2(F G)). where:

N the total number of Members excluding ex officio Members and
State Consumer Advocates (which, for purposes of Section 152 ot this
agreement, shall be calculated as of five o'clock p.m. Eastern Time on the date
PIM declares a Member in detault)

B the Member's intemal peak demand for the previous calendar
vear (which, for Load Serving Entities under the Rehability  Assurance
Agreement. shall be that wsed to caleulate Accounted For Obligation as
determined by the Office of the Interconnection pursuant to Schedule 7 of the
Reliability Assurance Agreement averaged oser the previous calendar year)

¢ the sum of factor B tor all Members

D~ the Member's generating capability from Generation Capacity |
Resources located in the PIM Region as of January 1 of the current calendar
vear, determined by the Office ot the Interconnection pursuant to Schedule 4 of
the Reliability Assurance Agreement. Schedobe- O of the--West- Reliability
Asertreiice Avreement. ti-Sehedide 9 of the Rehability Assurance —ygrectient-
South: respecitvely

I - the sum of factor D for all Members

k- the sum of the Member's circuit miles of transmission facilities
multiplied by the respective operating voltage for facilities 100 kV and above as
of January | of the current calendar vear

G= the sum of tactor F tor all Members
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(2} The Electricity Markets Committee shall create subcommittees, working groups
or task forces as and when necessary 1o assist in performing the duties of the Electricity Markets
Committee.

8.6.2 Reliability Committee.

The Reliability Committee addresses matters related 1o the reliable and secure
opetation of the PIM system and planning strategies to assure the continued ability of the Members
to operate reliably and economically, consistent with applicable reliability principles and standards.
The Reliabitity Committee coordinates with the Electeicity Markets Committee on mechanisms to
provide an efficient marketplace for products needed for resource adequacy and operating security.
Voting on the Reliability Committee shall be by sectors in accordance with Sections 8.1 and 8.4 of this
Agreement. Neither the Reliability Committee nor the Members Committee shall have authority 10
control or direct the actions of the PIM Board or the Otffice of the Interconnection with regard to the
short-term reliability of grid operations within the PJM Region.  The responsibilities of the
Reliabilits, Committee shall. more specifically. include. but not be limited to. the following:

(a) The Reliability Committee shall develop and approve an annual plan
including prioritization of planned activities and initiation of activities supporting the approved plan.

(b) [he Reliability Committee shall provide advice and recommendations
concerning revisions o this Agreement. the Reliability Assurance Agreement. -the  Rebiabiby
Annerrapee Apreeiient-Weest: and the PIM Taritt that pertain to its areas of responsibility.

(c) The Reliability Committee shall make annual and timely recommendations
concerning the generating capacity reserve requirement and related demand-side valuation factors tor
consideration by the Members Committee, in order to assist the Members Committee in making
recommendations to the PIM Board.

(d) The Reliability  Committee  shall provide direction to the  Operating
Comniittee and Planning Committee. which committees shall report to the Reliability Committee.
The Operating Commitice  shall advise the Reliability Committee and  the Office ot the
Interconnection on matters pertaining to the reliable and secure operation of the PIM Region and
other matters as the Reliability Committee may request. The Planning Committee shall advise the
Reliability Committee and the Oftice of the Interconnection on matters pertaining o system
reliability, security. economy of service, and planning strategics and policies and other matters as the
Reliability Committee may request.

(c) The Reliability Committee shall pertorm such other functions. directly or
through delegation to a Standing Committee. subcommittee. working group or task force reporting
thereto, as the Members Committee may direct.

(f) The Reliability Committee shall create subcommittees. working groups or
task forces as and when appropriate to assist in performing the duties of the Reliability Committee.
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- bi) Prepare. maintain, update and disseminate the PIM Manuals:

iv) Comply with NERC, and Applicable Regional Relhability
Council operation and planning standards. principles and guidehines:

v) Maintain an appropriately  trained  workforce., and  such
cquipment and facilities, including computer hardware and software and backup
power supphies, as necessary or appropriate to implement or administer this
Agreement;

vi} Direct the operation and coordinate the maintenance of the
facilitics of the PIM Region used for both load and reactive supply. so as o
maintain reliability of service and obtain the benetits of pooling and interchange
consistent with this Agreement, and the Reliability Assurance Agreement. the
Rehabiibe- - Assuranice  Agcreement-West,  and  the - Rebabine- —Aasurance
Agreginent-South:

vii) Direct the operation and coordinate the maintenance of the bulk
power supply facilitics of the PJIM Region with such facilities and systems of
others not party to this Agreement in accordance with agreements between the
[.LL.C and such other systems to secure reliability and continuity ot service and
other advantages of pooling on a regional basis:

vii) - Performanterchange accounting and maintain records pertaining
to the operation of the PIM Interchange Energy Market and the PIM Region:

- iX) Notify the Members of the receipt of any application to become
a Member, and of the action of the Office of the Interconnection on such
application. including but not limited to the completion of integration of a new
Member's system into the PIM Region, as specified in Section 11.6(1):

X) Caleulate  the  Weighted  Interest and  Detault  Allocation
Assessment of each Member;
x1) Maintain accurate records of the sectors in which each Voting

Member is entitled to vote. and caleulate the results of any vote taken in the
Members Committee;

xit) Furnish appropriate intormation and reports as are required to
keep the Members regularly informed of the vutlook for, the tunctioning of. and
results achieved by the PIM Region;

xiiny  File with FERC on behalf of the Members any amendments o
this Agreement or the Schedules hereto, any new Schedules hereto, and make
any other regulatory filings on behalf of the Members or the [L1LC necessary to
implement this Agreement;

xiv) At the direction of the PIM Board, submit comments to
regulatory authorities on matters pertinent to the PJM Region:
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xv) Consult with the standing or other commitices established
- pursuant to Section 8.6(a) on matters within the responsibility of the commiuee:

xvi)  Perform operating studies of the bulk power supply facilities of the PIM Region
and make such recommendations and initiate such actions as may be necessary
to maintain reliable operation of the PJM Region:

xvi)  Aceept. on behalf of the Members, notices served under this Agreement;

xvitl) - Perform those functions and undertake those responsibilities transterred to it
under the East Transmission Owners Agreement. West Transmission Owners
Agreement, and South Transmission Owner Agreement including (A) direct the
operation of the transmission facilitics of the parties to the EFast Transmission
Owners Agreement (BB) direct the operation ot the transmission facilities of the
Parties to the West Transmission Owners Agreement. (C) direct the operation of
the transmission facilities of the Parties to the South Transmission Owner
Agreement. (13) administer the PIM Tarift. and (E) administer the Regional
Transmission Expansion Planning Protocol set forth as Schedule 6 to this
Agreement;

xix)  Perform those tunctions and undertake those responsibilitics transterred to it
under the Reliability Assurance Agreement, as specified in Schedule 8 of this
Agreement-these—tictions and  responsibrhte—tramterred o it under-the
Reliabibiy - Assurance: Agreement-West. as specthied 0 Schedule 8A of this
Avreerment-and those functions and +espensibilities translerred ko Hevnder the
Rehiability Assuramee— Aereement-South. as-specitted it Schedule 88 of this

Agrecitent,

xX) Monitor the operation of the PIM Region, ensure that appropriate Emergency
plans are in place and appropriate Emergency drills are conducted, declare the
existence of an Emergency. and direct the operations of the Members as
necessary to manage, alleviate or end an Emergency:

xx1)  Incorporate the grid reliability requirements applicable to nuclear gencrating
units in the PJM Region planning and operating principles and practices: and

xxit)  Initiate such legal or regulatory proceedings as directed by the PIM Board to
enforee the obhigations of this Agreement.

11. MEMBERS

11.1  Management Rights.

The Members or any of them shall not take part in the management of the business ot and shall
not transact any business for, the LLC in their capacity as Members. nor shall they have power to sign
for or to bind the 1.1.C.

11.2 Other Activities,

[:xcept as otherwise expressly provided herein, any Member may engage in or possess any
interest in another business or venture of any nature and description, independently or with others. even
if such activitics compete directly with the business of the LLC. and neither the [.1L.C nor any Member
hereof shall have any rights in or to any such independent ventures or the income or profits derived
therefrom.

-
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11.3  Member Responsibilities.
- 11.3.1 General.

To tacilitate and provide for the work of the Office of the Interconnection and of the
several committees appointed by the Members Committee. each Member shall, to the extent applicable:

(a) Maintain adequate records and. subject to the provisions of this Agreement for
the protection of the confidentiality of proprietary or commercially sensitive information, provide data
required for (1) coordination of operations. (it} accounting for all interchange transactions. (i)
preparation of required reports. (iv) coordination of planning, including those data required for capacity
accounting under the Reliability Assurance Agreement-ahd-Rehabtity Assurance AvreementWasd | and
Rehabibty Assuranve Agreement-South: (v) preparation of maintenance schedules, {(vi) analysis of
system disturbances. and (vit) such other purposes, including those set forth in Schedule 2. as will
contribute to the reliable and economic operation of the PIM Region:

(b Provide such recording, telemetering, revenue quality metering. communication
and control facilities as are required tor the coordination of its operations with the Office of the
Interconnection and those of the other Members and o enable the Ottice of the Interconnection to
operate the PIM Region and otherwise implement and administer this Agreement. including ecquipment
required in normal and Emergency operations and for the recording and analvsis of system disturbances:

(c) Provide adequate and properly trained personnel to (i) permit participation in the
coordinated operation of the PIM Region, (i) meet its obligation on a timely basis for supply of records
and data. (iii) serve on committees and participate in their investigations, and  (iv) share in the
representation of the Interconnection in inter-regional and national reliability activities:

{d) Share in the costs of committee activities and investigations (including costs of
consultants, computer time and other appropriate items). communication facilities used by all the
Members (in addition to those provided in the Ottice of the Interconnection), and such other expenses as
are approved for pavment by the PIM Board., such costs to be recovered as provided in Schedule 3:

(e) Comply with the requirements of the PIM Manuals and all directives of the
Office ot the Interconnection to take any action for the purpose of managing. alleviating or ending an
Emergency. and authorize the Oftice of the Interconnection to direct the transter or interruption of the
delivery of energy on thewr bebalf to meet an Emergency and o implement agreements with other
Control Arcas interconnected with the PIN Region for the mutual provision of” service o mecet an
Emergency. and be subject to the emergency procedure charges specitied in Schedule 9 ot this
Agreement for any failure to follow the Emergency instructions of the Office of the Interconnection. In
addressing any Emergency. the Ottice of the Interconnection shall comply with the terms of any reserve
sharing agreements in eftect for any part of the PJM Region.

11.3.2 Facilities Planning and Operation.

Consistent with and subject to the requirements of this Agreement, the PIM
Tariff. the governing agreements of the Applicable Regional Reliability Councils. the Reliability
Assurance  Agreement.  the---Rehabihity  Assurance  Agreement-West,  the -Rehabihitv-- Assurance
Agreementdouth-- the West Transmission Owners Agreement. the Fast Transmission Owners
Agreement. the South Transmission Owner Agreement, and the PJIM Manuals, cach Member shall
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coopetate with the other Members in the coordinated planning and operation of the facilities of its
System within the PJM Region so as to obtain the greatest practicable degree of reliability. compatible
cconomy and other advantages from such coordinated planning and operation. In turtherance of such
cooperation each Member shall. as applicable:

() Consult with the other Members and the Office of the Interconnection. and
coordinate the installation of its clectric generation and Transmission Facilitics with those of such other
Members so as to maintain reliable service in the PJM Region:

(b) Coordinate with the other Members, the Oftice of the Interconnection and with
others in the planning and operation of the regional facilities to seeure a high level of reliabitity and
continuity of service and other advantages:

() Cooperate with the other Members and the Office of the Interconnection in the
implementation of all policies and procedures established pursuant to this Agreement for dealing with
Emergencies. including but not limited to policies and procedures for maintaining or arranging for a
portion of a Member's Generation Capacity Resources, at least equal to the applicable levels established |
from time to time by the Office of the Interconnection, to have the ability to go from a shutdown
condition to an operating condition and start delivering power without assistance from the power system:

(d) Cooperate with the members of the Applicable Regional Reliability Councils to
augment the reliability of the bulk power supply facilitics of the region and comply with Applicable
Regional Reliability Councils and NERC operating and planning standards. principles and guidelines
and the PJM Manuals implementing such standards., principles and guidelines;

(¢) Obtain or arrange for transmission service as appropriate 1o carry out this
Agreement:

- (H Cooperate with the Office of the Interconnection’s coordination of the operating
and maintenance schedules of the Member's generating and Transmission Facilities with the facilities of
other Members to maintain reliable service to its omn customers and those of the other Members and to
obtain economic efticiencies consistent therewith:

(g) Cooperate with the other Members and the Office of the [nterconnection in the
analysis. tormulation and implementation of plans to prevent or eliminate conditions that impair the
reliability of the PJM Region: and

(h) Adopt and apply standards adopted pursuant to this Agreement and conforming
to NERC, and Applicable Regional Reliability Council standards. principles and guidelines and the PIM
Manuals. for system design, equipment ratings. operating practices and maintenance practices.

11.3.3 Electric Distributors.

In addition to any of the foregoing responsibilitics that may be applicable, each Member
that is an Electric Distributor. whether or not that Member votes in the Members Committee in the
Electric Distributor sector or meets the eligibility requirements for any other sector of the Members
Committee. shall:
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{a) Accept, comply with or be compatible with all standards applicable within the
PJM Region with respect to system design. equipment ratings, operating practices and maintenance
practices as sct forth in the PJM Manuals. or be subject to an interconnected Member’s requirements
relating to the foregoing, so that sufficient electrical equipment. control capability, information and
communication are available to the Office of the Interconnection tor planning and operation of the PIM
Region;

{b) Assure the continued compatibility of its local svstem energy management
system monitoring and telecommunications systems to satisfy the technical requirements ot interacting
automatically or manually with the Office ot the Interconnection as it directs the operation of the PIM
Region;

(c) Maintain or arrange tor a portion ot its connected load to be subject to control
by automatic underfrequency. under-voltage. or other load-shedding devices at least equal to the levels
established pursuant to the Reliability Assurance Agreement-Rehabihity Asspfatce Agreement-West,
aned- Rehobility Assuorance Azreement-Sowth. as apphicable. or be subject to another Member’s control
tor these purposes:

(d) Provide or arrange tor sutticient reactive capability and voltage control facilities
to conform to Good Utility Practice and (i) to mecet the reactive requirements of its system and customers
and (i) to maintain adeguate voltage levels and the stability required by the bulk poswer supply facilities
of the PIM Region;

fe) Shed connected load. share Generation Capacity Resources, initiate active logd
management lateeraptible [oad for Reliabitity programs. and take such other coordination actions as
may be necessary in accordance with the directions of the Othice of the Interconnection in Emergencies;

- (H Maintain or arrange for a portion ot its Generation Capacity Resources at least |
cqual to the level established pursuant to the Reliability Assurance Agreement to have the ability to go
trom a shutdown condition to an operating condition and start delivering power without assistance from
the power system:

() Provide or arrange through another Member tor the services of a 2-4-hour local
control center 10 coordinate with the Office of the Interconnection, cach such control center to be
furnished with appropriate telemetry equipment as specified in the PJIM Manuals, and 1 be statted by
svstem operators trained and delegated sufticient authority to take any action necessary to assure that the
svstem for which the operator is responsible is operated in a stable and reliable manner:

th) Provide to the Office of the Interconnection all System. accounting. customer
tracking. load forecasting (including all Toad to be served trom its System) and other data necessary or
appropriate to implement or administer this Agreement, and the Reliability Assurance Agreement. the
Rehability Assurance Agreement-Meest-and the Reliability Assarmiee Agreenieni-South: and

(M Comply with the underfrequency relay obligations and charges specified in
Schedule 7 of this Agreement.
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11.3.4 Reports to the Office of the Interconnection.

- Each Member shall report as promptly as possible to the Otfice of the Interconnection
any changes in its operating practices and procedures relating to the reliability of the bulk power supply
facilitics of the PIM Region. The Otfice of the interconnection shall review such reports. and if any
change in an operating practice or procedure of the Member is not in accord with the established
operating principles. practices and procedures tor the PIM Region and such change adversely atfects
such region and regional reliability. it shall so inform such Member. and the other Members through
their representative on the Operating Committee, and shall direct that such change be moditicd to
conform to the established operating principles, practices and procedures.

11.4  Regional Transmission Expansion Planning Protocol.

The Members shall participate in regional transmission expansion planning in accordance with
the Regional Transmission Expansion Planning Protocol set forth in Schedule 6 to this Agreement.

1.5  Member Right to Petition.

(a) Nothing herein shall deprive any Member of the right to petition FERC to modify any
provision of this Agreement or any Schedule or practice hereunder that the petitioning Member believes
to be unjust, unreasonable, or unduly discriminatory under section 206 of the Federal Power Act. subject
to the right ot any other Member (a) to oppose said proposal. or {b) to withdraw from the [1C pursuant
to Section 4.1,

(b Nothing herein shall be construed as atfecting in any way the right of the Members,
acting pursuant to a vote of the Members Committee as specitied in Section 8.4, unilaterally to make an
application to FERC tor a change in any rate, charge. classitication. tariff or service. or any rule or
regulation related thereto. under section 205 of the Federal Power Act and pursuant to the rules and

- regulations promulgated by FERC thercunder, subject to the right of any Member that voted against
such change in any rate. charge, classitication. tariff or service, or any rule or regulation related thereto.
N intervene in opposition to any such application.

11.6  Membership Requirements.

(a) To qualify as a Member, an entity shall:
1) Be a Transmission Owner a Generation Owner. an Other Supplicr, an
I:lectric Distributor, or an End-Ulse Customer; and
i) Accept the obligations set forth in this Agreement.
(b) Certain Members that are Load Serving Entitics are parties to the Reliability Assurance

Agreement, Rehabir—bsmtrance Agreement-West. of Relinbibibe-Asstranee—ereement-South,  Upon
becoming a Member, any entity that is a Load Serving Entity in the MAACPIN Control Region Aowe
and that wishes to become a Market Buyer shall also stmultancously execute the Reliability Assurance

Agreement.—vav-entiy that by ’
-
Issued By: Craig Glazer Ettective: June 1. 2006

Vice President. Federal Government Policy
Issued On: August 31, 2003



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PIM Interconnection, [L.1..C. Fitth Revised Sheet No. 47
Third Revised Rate Schedule FERC No. 24 Superseding Fourth Revised Sheet No. 47

Fowd Serving | atity in—the PIN West-Region and that-wishes 10 becomre-i Murket Buver shall abw
sirtaneoushy exectie the Rehabtib—dsirance Agreement-Wost. Anventity that 1> a Lord-Serring
Entity ia-the 200 South Region-and that wishes to-Become a Market-Buver shall also ~hnvhaneousty
exectite the Rehiubtity Assirance  Agreeient-South,

(¢} An entity that wishes to becoime a party to this Agreement shall apply, in writing., to the
President setting forth its request. its qualifications for membership. its agreement to supply data as
specified in this Agreement, its agreement to pay all costs and expenses in accordance with Schedule 3.
and providing all information specitied pursuant to the Schedules to this Agreement for entities that wish
to become Market Participants.  Any such application that meets all applicable requirements shall be
approved by the President within sixty (60) days.

(d) Nothing in this Section 11 is intended to remove, inany respect. the choice of
participation by other utility companies or organizations in the operation of the PJIM Region through
inclusion in the Syvstem of a Member,

(c) An entity whose application is accepted by the President pursuant to - Section
I'1.6(c) shall execute a supplement to this Agreement in substantially the form prescribed in Schedule 4.
which supplement shall be countersigned by the President. The entity shall become a Member effective
on the date the supplement is countersigned by the President.

() Entities whose applications contemplate expansion or rearrangement of the PIM Region
mayv become Members promptly as deseribed in Sections 11.6(c) and 11.6(¢) above, but the integration
of the applicant’s system into all of the operation and accounting proyisions of this Agreement and the
Reliability Assurance Agreement, or. as applicable. the Reliability Assurance Agreement-West or the
Reliability Assurance Agreement-South, shall oceur only after completion of all required installations
and maodifications of metering. communications, computer programming. and other necessary and

-w appropriate facilitics and procedures, as determined by the Office of the Interconnection. The Office of
the Interconnection shall notify the other Members when such integration has occurred.

(g) Entities that become Members will be listed in Schedule 12 of this Agreement.
(h) In accordance with the MAAC Agreement, a Member serving load in the MAAC

Control Zone shall be a member of MAAC and any other Member may be a member of MAAC,

12, TRANSFERS OF MEMBERSHIP INTEREST

Fhe rights and obligations created by this Agreement shall inure to and bind the successors and
assigns of such Member: provided. however, that the rights and obligations of any Mcember hercunder
shall not be assigned without the approval of the Members Commitice except as (0 @ Successor in
operation of a Member's clectric operating properties by reason of a merger, consolidation,
reorganization, sale. spin-off. or foreclosure, as a result ot which substantially all such electric operating
properties are acquired by such a successor. and such successor becomes a Member.

13. INTERCHANGE

13.1 Interchange Arrangements with Non-Members.

Any Member may enter into interchange arrangements with others that are not Members with
respect o the delivery or receipt of capacity and energy to fulfill its obligations hercunder or for any
other purpose, subject to the standards and requirements established in or pursuant to this Agreement.
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1.3.13  Maximum Generation Emergency.

“Maximum Generation Emergency ™ shall mean an Emergency declared by the Ottice of

- the Interconnection in which the Office of the Interconnection anticipates requesting one or more
Generation Capacity Resources or Available Capaeity Resources to operate at its maximum net or gross
electrical power output, subject to the equipment stress limits for such Generation Capacity Resource. in
order to manage, alleviate, or end the Emergency.

1.3.14  Minimoum Generation Emergency.

“Minimum Generation Emergency™ shall mean an Emergencey declared by the Office of
the Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation, in order to manage. alley iate,
or end the Emergency,

1.3.14A  NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Caleulator™ shall mean the NERC mechanism that is in
effect and being used to caleulate the distribution of energy, over specific transmission interfaces. from
energy transactions,

1.3.15  Network Resource.

“Network Resource™ shall have the meaning specitied in the PIM Taritt,

1.3.16  Network Service User,

“Network Service Hser™ shall mean an entity using Network Transmission Service.

1.3.17  Network Transmission Service.

- “Network Transmission Service™ shall mean transmission service provided pursuant to
the rates. terms and conditions set forth in Part 11 of the PIM Tariff. or transmission service comparable
to such service that is provided to a Load Serving Entity that is also a West Transmission Owner, an East
Transmission Owner, or a South Transmission Owner.

1.3.18 Normal Maximum Generation.

“Normal Maximum Generation™ shall mean the highest output level of a generating
resource under normal operating conditions,

1.3.19  Normal Minimum Generation.

“Normal Minimum Generation™ shall mean the lowest output level of a generating
resource under normal operating conditions.

1.3.20  Offer Data.

“Ofter Data™ shall mean the scheduling, operations planning. dispatch, new resource,
and other data and information necessary  to schedule and  dispatch  generation  resources

-
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(b) An applicant that is a Load Serving Entity or that will purchase on behalt of or

for ultimate delivery to a Load Serving Entity shall establish to the satistaction of the Office of the

- Interconnection that the end-users that will be served through energy and related services purchased in
the PJM Interchange Energy Market. are located clectrically within the PIM Region, or will be brought
within the PJM Region prior to any purchases from the PIM Interchange Energy Market.  Such
applicant shall turther demonstrate that:

1) The Load Serving Entity for the end users is obligated to meet the
requirements  of the Reliability  Assurance  Agreement., Rehability
Aetrtice—oreerment Wert—er {eliabtity  Assurance  Agreeient
South: as apphicable. and

i) The oad Serving Entity for the end users has arrangements in place for
Network Transmission Service or Point-To-Point Transmission Service
tor all PIM Interchange Energy Market purchases.

() An applicant that is not a Load Serving Entity or purchasing on behalt of or for
ultimate delivers to a Load Serving Entity shall demonstrate that:

1) The applicant has obtained or will obtain Network Transmission Service
or Point-to-Point Transmission Service for all PIM  Interchange
Energy Market purchases: and

1) The applicant’s PIM  Interchange  Energy  Market  purchases will
ultimately be delivered to a load in another Control Area that s
recognized by NERC and that complies with NERC™s standards tor
operating and planning reliable bulk electric systems.

- (d) An apphcant shall not be required to obtain transmission service for purchases
trom the PIM Interchange Lnergy Market 10 cover quantity deviations from its sales in the Day-ahead
Energy Market.

() All applicants shall demonstrate that:

i) The applicant is capable of complying with all applicable metering. data
storage and transmission, and other reliability. operation. planning and
accounting standards and requirements for the operation of the PIM
Region and the PIM Interchange Energy Market,

1) The applicant meets the creditworthiness standards cstablished by the
Office of the Interconnection, or has provided a letter of credit or other
torm of security acceptable to the Ottice of the Interconnection: and

iii) The applicant has paid all applicable fees and reimbursed the Office of
the Interconnection for all unusual or extraordinary costs of processing
and evaluating its application to become a Market Buyer, and has
agreed in its application to subject any disputes arising from its
application to the PIM Dispute Resolution Procedures.

(H) The applicant shall become a Market Buver upon a final favorable
determination on its application by the Office of the Interconnection as specified below, and execution
by the applicant of counterparts of this Agreement.

4
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1.4.2  Submission of Information.

- The applicant shalt furnish all information reasonably requested by the Office of the
Interconnection in order to determine the applicant’s qualification to be a Market Buyer. The Office of
the Interconnection may waive the submission of information relating to any of the foregoing critena. to
the extent the information in the Office of the Interconnection™s possession is sufficient to evaluate the
application against such criteria.

1.4.3  Fees and Costs.,

The Office of the Interconnection shall require all applicants to become a Market Buyer
to pay a uniform application fee, initially in the amount of S1.500. to detray the ordinary costs of
processing such applications. The application fee shall be revised from time to time as the Office ot the
Interconnection shall determine to be necessary to recover its ordinary costs of processing applications.
Any unusual or extraordinary costs incurred by the Office of the Interconnection in processing an
application shall be reimbursed by the applicant.

1.4.4  Office of the Interconnection Determination.

Lpun submission of the information specified abose. and such other information as shall
reasonably be requested by the Office of the Interconnection, the Otfice of the Interconnection shall
undertake an evaluation and investigation to determine whether the applicant meets the criteria specified
above. As soon as practicable, but in any event not fater than 60 days after submission of the foregoing
information. or such later date as may be necessary to satisfy the requirements of the Refiability
Assurance Agreement. Reliability Assurance Agreement-West, or Reliability Assurance Agreement-
South. the Office of the Interconnection shall notity the applicant and the members of the Members
Committee of its determination, along with a written summary of the basis tor the determination. The

- Oftice of the Interconnection shall respond promptly to any reasonable and timely request by a Member
for additional information regarding the basis for the Oftice of the Interconnection’s determination. and
shall take such action as it shall deem appropriate in response 10 any request for reconsideration or other
action submitted to the Office of the Interconnection not later than 30 days trom the itial notification to
the Members Committee.

1.4.5  FExisting Participants.

Any entity that was qualified to participate as a Market Buyer in the PIM Interchange
Energy Market under the Operating Agreement of PIM Interconnection [.1.C. in eftect immediately
prior to the Effective Date shall continue to be qualitied tw participate as a Market Buyer in the PJM
[nterchange Energy Market under this Agreement.

1.4.6 Withdrawal.

(a) An Internal Market Buyer that is a Load Serving Entity may withdraw from this
Agreement by giving written notice to the Ottice of the Interconnection specifying an effective date of
withdrawal not earlier than the cffective date of (i) its withdrawal from the Reliability Assurance
Agreement, ReligbHity- Assurance-Agreement-West, or-Rehabitfr—Assuarance Agreerment-South, or (i)
the assumption of its obligations under the Reliability Assurance Agreement—Rehiabihity—\esuirance
Anreement-West, or Rebiability Assirance Agreement-South by an agent that is a Market Buyer.
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1.6 Office of the Interconnection.
-w 1.6.1  Operation of the PJM Interchange Energy Market.

The Oftice of the Interconnection shall operate the PIM Interchange Energy Market in
accordance with this Agreement.

1.6.2  Scope of Services,

The Office of the Interconnection shall, on behalt of the Market Participants. perform
the services pertaining to the PIN Interchange Energy Market specified in this Agreement. including but
not limited to the tollowing:

1) Administer the PIM Interchange Energy Market as part of the PIM Region,
including scheduling and dispatching of” generation resources. accounting for
transactions, rendering bills to the Market Participants. receiving payments from
and disbursing pasments to the Market Participants. maintaining appropriate
records, and monitoring the compliance of Market Participants with the
provisions of this Agreement. all in accordance with applicable provisions of the
Ofttice of the Interconnection Agreement. and the Schedules to this Agreement:

i Review and evaluate the qualification of entities 1o be Market Buyers or Market
Sellers under applicable provisions of this Agreement:

niy Coordinate. in accordance with applicable provisions of this Agreement, the
Reliability Assurance Agreenient. the Reliabthity Assiance Avreemei-West,
the Reliwbhit Asspranve—Noreement-Seuth. the West Transmission Owners
Agreement, the  South Transmission  Owner  Agreement. and  the  Fast
Transmission Owners Agreement. maintenance schedules for generation and
transmission resources operated as part of the PJM Region:

) Provide or coordinate the provision of ancillary services necessary for the
operation of the PIM Region or the PIM Interchange Energy Market:

V) Determine and declare that an Fmergency is expected to exist, exists, or has
ceased o exist. in all or any part of the PIM Region. or in another directly or
indireetly interconnected Control Arca and serve as a primary point of contact
for interested state or tederal agencies:

vi) Enter into (@) agreements for the transfer of energy in conditions constituting an
Emergency in the PIM Region or in an interconnected Control Area-, and the |
mutual provision of other support in such Emergency conditions with other
interconnected Control Arcas, and (b) purchases of Emergency energy offered
by Members from generation resources that are not Capacity Resources in
conditions constituting an Emergency in the PJIM Region:
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1.79  Delivery to an External Market Buver.

- A purchase of Spot Market Energy by an External Market Buyer shall be delivered to a
bus or buses at the clectrical boundaries of the PIM Region specified by the Office of the
Interconnection. or to load in such area that is not served by Network Transmission Service. using
Point-to-Point Transmission Service paid for by the External Market Buser. Further delivery of such
energy shall be the responsibility of the External Market Buyer.

1.7.10 Other Transactions.

(a) Market Participants may enter into bilateral contracts for the purchase or sale of
eleetric energy to or from cach other or any other entity . subject to the obligations of Market Participants
to make CGeneration Capacity Resources available for dispatch by the Office of the Interconnection. |
Rilateral arrangements that contemplate the physical transter of energy to or from a Market Participant
shall be reported 10 and coordinated with the Office of the Interconnection in accordance with this
Schedule.

(b} Market Participants shall have Spot Market Backup with respect to all bilateral
transactions that are not dvnamically scheduled pursuant to Section 1,12 and that are curtailed or
interrupted for any reason (except for curtailments or interruptions through active load management for
load located within the PJM Region).

(c) To the extent the Ottice of the Interconnection dispatches a Generating Market
Buyer's gencration resources, such Generating Market Buver may elect to net the output ot such
resources against its hourly Equivalent Load. Such a Generating Market Buyer shall be deemed a buyer
from the PIM Interchange Energy Market to the extent of its PJM Interchange Imports, and shall be
deemed a seller to the PIM Interchange Energy Market to the extent otfits PIM Interchange Exports.

g (& A Market Seller may self-supply Station Power for its generation facility in
accordance with the following provisions:

(i) A Market Scller may self-supply Station Power for its gencration
facility during any month (1) when the net output of such facility is
positive, or (2) when the net output of such facility s negative and the
Market Seller during the same month has available at other of its
generation facilities positive net output in an amount at least sufficient
to ottset fully such negative net cutput. For purposes of this subsection
(d). net output”™ of a generation facility during any month means the
facility’s gross energy output, less the Station Power requirements of
such facility, during that month. The determination of a generation
facility’s or a Market Seller’s monthly net output under this subsection
(d) will apply only to determine whether the Market Seller self-supplied
Station Power during the month and will not affect the price of energy
sold or consumed by the Market Seller at any bus during any hour
during the month. For
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b) The Office of the Interconnection shall obtain and maintain tor cach Spinning

Reserve Zone an amount of Spinning Reserve equal to the Spinning Reserve objective for such
Spinning Reserve Zone. as specitied in the PJM Manuals.

c) The Spinning Reserve capability of a unit shall be the increase in energy
output achicvable by the unit within a continuous 10-minute period.

d) A unit capable of automatic energy dispateh that also is providing Spinning
Reserve shall have its encrgy dispatch range reduced by the amount of the Spinning Reserve
provided. The amount of Spinning Reserve provided by a unit shall serve to redefine the Normal
Maximum Generation energy limit of that unit in that the amount of Spinning Reserve provided shall
be subtracted trom its Normal Maximum Generation energy limit.

1.7.20  Communication and Operating Requirements.

(a) Market Participants.  LEach Market Participant shall have. or shall arrange to
have, its transactions in the PIM Interchange Energy Market subject to control by a Market Operations
Center. with stafting and communications systems capable of real-time communication with the Office
of the Interconnection during normal and bFmergency conditions and of control ot the Market
Participant’s relevant load or facilities sufficient o meet the requirements of the Market Participant’s
transactions with the PIM Interchange Energy Market, including but not limited to the following
requirements as apphicabie.

(b Market Sellers selling from resources within the PIM Region shall: report to the
Office of the Interconnection sources of energy available for operation: supply to the Office of the
Interconnection all applicable Offer Data; report to the Office of the Interconnection units that are
self-scheduled: report to the Oftice of the Interconnection bilateral sales transactions to buyers not within
the PIM Region: confirm to the Office of the Interconnection bilateral sales to Market Buvers within the
PIM Region: respond to the Office of the Interconnection’s directives to start, shutdown or change
output levels of generation units, or change scheduled voltages or reactive output levels: continuously
maintain ail Offer Data concurrent with on-line operating information: and ensure that. where so
equipped. generating equipment is operated with control equipment functioning as specified i the PIM
Manuals.

() Market Sellers selling from resources outside the PIM Region shall: provide to
the Office of the Interconnection all applicable Ofter Data, including offers specifving amounts of
energy available, hours of availability and prices of energy and other services: respond to Othice of the
Interconnection directives to schedule delivery or change delivery schedules: and communicate delivery
schedules to the Market Selter’s Control Area,

(d) Market Participants that are l.oad Serving Entities or purchasing on behalf of
Load Serving Entities shall: respond to Office of the Interconnection directives tor load management
steps: report to the Office of the Interconnection Generation Capacity Resources to satisfy capacity |
obligations that arc available for pool operation: report 1o the Office of the Interconnection alt bilateral
purchase transactions: respond w other Oftice of the Interconnection directives such as those required
during Emergency operation.
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adequately resolved. or discloses a need for changes in standards or policies established in or pursuant to
the Operating Agreement. any of the foregoing parties may make a written request for review of the
matter by the Members Committee. and shall include with the request the forwarding party’s
recommendation and such data or intormation (subject to confidentiality or other non-disclosure
requirements) as would cnable the Members Committee to assess the matter and the recommendation.
The Members Committee shall take such action on the recommendation as it shall deem appropriate.

)] Subject to the right of a Market Participant to obtain correction of accounting or
billing crrors, the LLC or a Market Participant shall not be entitled to actual. compensatory,
consequential or punitive damages. opporwunity costs. or other form ot reimbursement from the LLC or
any other Market Participant for any loss, hability or claim. including any claim for lost profits, incurred
as a result of a mistake. error or other fault by the Office of the Interconnection in the selection,
scheduling or dispatch of resources.

1.9 Prescheduling.

The following procedures and principles shall govern the prescheduling activities necessary 1o
plan for the rehable operation of the PIM Region and ftor the efficient operation of the PIM Interchange
Eneray Market.

1.9.1  QOutage Scheduling,

The Office of the Interconnection shall be responsible tor coordinating and approving
requests tor outages of generation and transmission facilities as necessary for the reliable operation off
the PIM Region. in accordance with the PING Manuals, The Ottice of the Interconnection shail mamtain
records of outages and outage requests of these tacilities.

1.9.2  Planned Outages.

(a) A Generator Planned Outage shall be included in Generator Planned Outage
schedules established prior to the scheduled start date tor the outage. in accordance with standards and
procedures specitied in the PINM Manuals,

ih) The Office of the Interconnection shall conduct Generator Planned Outage
scheduling for Gieneration Capacity Resources in accordance with the Reliability Assurance Agreement.
the Rehability Assurance Agreement-West, the Rebabiity Assurabce Agreement-Sowth. and the PIM
Manuals and in consultation with the Members owning or controlling the output of’ € apacty such
Rresources. A Market Participant shall not be expected to submit offers tor the sale of energy or other
services, or to satisfy delivery obligations, from all or part of a generation resource undergoing an
approved Generator Planned Outage. If the Office of the Interconnection determines that approval of a
Generator Planned Outage would significantly aftect the reliable operation of the PIM Region. the
Office of the Interconnection may withhold approval or withdraw a prior approval.  Approval for a
Generator Planned Outage of a Generation Capacity Resource shall be withheld or withdrawn only as |
necessary to ensure the adequacy of reserves or the reliability of the PIM Region in connection with
anticipated implementation or avordance of Emergency procedures. 1f the Office of the Interconnection
withholds or withdraws approval. it shall coordinate with the Market Participant owning or controlling
the resource to reschedule the
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Generator Planned Outage ot the Generation Capacity Resource at the carliest practical ime. The Office |
of the Interconnection shall it possible propose alterative schedules with the intent of minimizing the
economic impact on the Market Participant of a Generator Planned Outage.

(¢} The Otfice of the Interconnection shall conduet Transmission Planned Outage
scheduling in accordance with procedures specitied in, as applicable, the Fast Transmission Owners
Agreement. West Transmission Owners Agreement, or South Transmission Owner Agreement, and the
PJM Manuals. and in accordance with the tollowing procedures:

(1) Fransmission Owners shall submit  Transmission Planned  Outage
schedules one year in advance for all outages that are expected to
exceed five working days duration or that are anticipated to result in
significant system impacts, with regular (at least monthly) updates as
new imtormation becomes available.

(n Transmission Owners shall submit notice of all Transmission Planned
Outages to the Office of the Interconnection by the first day of the
month preceding the month the outage will commence, with updates as
new information becomes available.

(i) It notice of a Transmission Planned Qutage is not provided by the first
day of the month preceding the month the outage will commence. and it
such outage is determined by the Ottice of the Interconnection o have
the potential to cause transmission sy stem congestion, then the Otfice of
the Interconnection may require the Transmission Owner to implement
an alternative outage schedule to reduce or avoid the congestion. The
Ofttice of the Interconnection shall perform this analysis and notify the

- Transmission Owner in a timely manner if it will require rescheduling
of the outage.

(iv) Fhe Office of the Interconnection shall post notice ot Transmission
Planned Outages on OASIS upon receipt of such notice trom the
Transmission Owner: provided. however, that the Otftice of the
Interconnection shall not post on OASIS notice of any component of a
Iransmission Planned Outage to the extent such component shall
directly reveal a gencrator outage.  In such cases, the Transmission
Owner, in addition to providing notice to the Ottice of Interconnection
as required above, concurrently shall inform the affected Generation
Owner of such outage. limiting such communication to that necessary to
describe the outage and to coordinate with the Generation Owner on
matters  of safety to persons. facilities. and cquipment.  The
I'ransmission Owner shall not notity any other Market Participant of
such outage and shall arrange any other necessary coordination through
the Ottice of the Interconnection.

In addition. if the Office of the Interconnection determines that transmission maintenance
schedules proposed by one or more Members would significantly aftect the efficient and reliable
aperation of the PIM Region, the Office of the Interconnection may
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establish alternative schedules. but such alternative shall minimize the cconomic impact on the Member
or Members whose maintenance schedules the Office of the Interconnection proposes to modify.

(d) The Office of the Interconnection shall coordinate resolution of outage or other
planning conflicts that may give rise to unreliable system conditions. The Members shall comply with all
maintenance schedules established by the Office of the Interconnection.

1.9.3  Generator Maintenance Qutages.

A Market Participant may request approval for a Generator Maintenance Outage of any
Generation Capacity Resource from the Office of the Interconnection in accordance with the timetable ]
and other procedures specified in the PIM Manuals. The Office ot the Interconnection shall approve
requests for Generator Maintenance Qutages for such a Generation Capacity Resource unless the outage |
would threaten the adequacy of reserses in. or the reliability of. the PIM Region. A Market Participant
shall not be expected to submit offers for the sale of energy or other services. or o satisty deliveny
obligations, from a generation resource undergoing an approved full or partial Generator Maintenance
Outage.

1.94  Forced Qutages.

(a) Each Market Seller that owns or controls a pool-scheduled resource. or a
Generation: Capacity Resource whether or not pool-scheduied, shall: (i) advise the Office of the
Interconnection of a Generator Forced Outage suftered or anticipated to be suttered by any such
resource as promptly as possible: (i) provide the Office of the [nterconnection with the expected date
and time that the resource will be made available: and (i) make a record of the events and
circumstances giving rise to the Generator Foreed Outage. A Market Seller shall not be expected to
submit ofters for the sale of energy or other services, or sausty delivery obligations. from a generation
resource undergoing a Generator Foreed Outage. A Generation Capacity Resource that does not deliver |
- all or part of its scheduled energy shall be deemed to have experienced a Generator Foreed Outage with
respect to such undelivered energy. in accordance with standards and procedures for full and partial
Gienerator Forced Outages specified in the Reliahility Assurance Agreement. the Rehinbility Assurance
AgreentenWest. the Rehiahthite Aosurance -\ereement-South. and the PIM Manuals.

(h) The Office of the Interconnection shall receive notification of  Forced
Transmission Outages, and information on the retumn to service. of Transmission Facilities in the PJM
Region in accordance with standards and procedures specitied in. as applicable. the Last Transmission
Owners Agreement, West Transmission Owners Agreement, or South Transmission Owner Agreement
and the PJM Manuals.

1.9.5 Market Participant Responsibilities.

Each Market Participant making a bilateral sale covering a period greater than the
following Operating Day from a generating resource located within the PJM Region for delivery outside
the PIM Region shall furnish to the Office of the Interconnection. in the form and manner specified in
the
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shall provide detailed data justifying such transmission facility ratings when directed by the Otfee of
the Interconnection.

(b} In addition to the seasonal verification of all ratings. each Transmission
Owner shall submit to the Operations Planning Department (or successor Department) of the Oftice
of the Interconnection updates to its transmission tacility ratings as soon as such Transmission
Owner is aware of any changes. Such Transmission Owner shall provide the Office of the
Interconnection with detailed data justityving all such transmission facility ratings changes.

{(c) All Transmission Owners shall submit to the Operations Planning Department
(or successor Department) of the Office of the Interconnection formal documentation of any
procedure for changing facility ratings under specific conditions, including: the detailed conditions
under which such procedures will apply. detailed explanations ot such procedures, and detailed
calculations justitving such pre-established changes 1o tacility ratings. Such procedures must be
updated twice cach year consistent with the provisions of this Section,

1.9.9  Office of the Interconnection Responsibilities.

(a) The Office of the Interconnection shall pertorm seasonal operating studies to
assess the torecasted adequacy of generating reserves and of the transmission sy stem. in accordance with
the procedures specified in the PJIM Manuals.

{b) The Oftice of the Interconnection shall maintain and update tables sctting forth
Operating Reserve and other reserve objectives as specitied in the PIM Manuals and as consistent with
the Reliability Assurance Agreement, Rehability -deetinice Avreement\West, and Rehuabiib-Assurince
Aureement-South,

(<) The Office of the Interconnection shall receive and process requests for firm and
w non-tirm transmission service in accordance with procedures specitied in the PIM Tarift.

(d) The Office of the Interconnection shall maintain such data and information
relating to generation and transmission facilities in the PJIM Region as may be necessary or appropriate
to conduct the scheduting and dispatch of the PIM Interchange Encrgy Market and PIM Region.

(c) I'he Office of the Interconnection shall maintain an historical database of all
transmission facility ratings, and shall review. and may modify or reject. any submitted change or
any submitted procedure tor pre-established transmission facility rating changes.  Any dispute
between a Transmission Owner and the Office of the Interconnection concerning transmission
facility ratings shall be resolved in accordance with the dispute resolution procedures in schedule 5 to
the Operating Agreement: provided, however. that the rating level determined by the Office of the
Interconnection shall govern and be effective during the pendency ot any such dispute.

() The Office of the Interconnection shall coordinate with other interconnected
Control Arca as necessary to manage, alleviate or end an Emergency.
1.10  Scheduling.
1.10.1 General.

(a) The Office of the Interconnection shall administer scheduling processes to
implement a Day-ahead Energy Market and a Real-time Energy market.
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each such self=scheduled resource will disconnect or reduce output. or contirmation of the Market
Buyer’s intent not o reduce output.

(c) All Market Participants shall submit to the Oftice of the Interconnection
schedules for any bilateral transactions involving use of generation or Transmission Facilitics as
specificd below. and shall inform the Office of the Interconnection whether the transaction is to be
included in the Day-ahead Energy market.  Any Market Participant that elects to include a bilateral
transaction in the Day-ahead Energy Market may specify the price (such price not to exceed the
maximum price that may be specified in the PIM Manuals). it any, at which it will be wholly or partially
curtailed rather than pay Transmission Congestion Charges. The foregoing price specification shall
apply to the price difference between the specitied bilateral transaction source and sink points in the day-
ahcad scheduling process only. Any Market Participant that elects not 1o include its bilateral transaction
in the Day-ahead Energy Market shall intorm the Office of the Interconnection it the partics to the
transaction are not willing to incur Transmission Congestion Charges in the Real-time Energy Market in
order o complete any such scheduled bilateral transaction. Scheduling of bilateral transactions shall be
conducted in accordance with the specifications in the PJM Manuals and the following requirements:

1) Internal Market Buyers shall submit schedules for all bilateral purchases
for delivery within the PIN Region, whether from generation resources
inside or outside the PIM Region:

i) Market Sellers shall submit schedules for bilateral sales to entities
outside the PIM Region from generation within the PJM Region that is
not dyvnamically scheduled to such entities pursuant to Section 1120 and

i) In addition to the foregoing schedules for bilateral transactions, Market

Participants shall submit confirmations of cach scheduled bilateral

- transaction from ¢ach other party to the transaction in addition to the
party submitting the schedule. or the adjacent Control Area.

(d) Market Scllers wishing to sell into the Day-ahead Energy Market shall submit
offers for the supply of energy (including energy from hydropower units). Regulation, Operating
Reserves or other services for the following Operating Day. Otters shall be submitted to the Ottice of
the Interconnection in the form specificd by the Office of the Interconnection and shall contain the
information specified in the Office of the Interconnection’s Offer Data specitication. as applicable.
Market Scllers owning or controlling the output of a Generation Capacity Resource that was selt-
supplicd or offered and hasenot-cleared in @ Base Residual Auction or Incremental Auction as specitied
in Attachment Y of the PIN Taritt, and that has not been rendered unavailable by a Generation Planned
Outage, a Generator Maintenance Outage. or a Generation Forced Outage shall submit offers tor the
available capacity of such Generation Capacity Resource, including any portion that is self-scheduled by
the Generating Market Buver-chiiminethe resourceasa—Capacity Resowice. The submission of otters
for resource increments that are not-Capacity Resources have nol cleared in a Base Residual Auction or
an Incremental Auction shall be optional. but any such offers must contain the information specified in
the Office of the Interconnection’s Offer Data specification. as applicable.  Energy offered from
generation resources that are not hase not cleared a Base Residual Auction or an Incremental Auction
Capacity Resvurees-shall not be supplied from resources that are included in or otherwise committed
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to supply the Operating Reserves of a Control Area outside the PIM Region. The foregoing ofters:

- 1) Shall specify the generation Generation resowice Resource and energy for cach |
hour in the offer period:

i Shall specify the amounts and prices for the entire Operating Day for each
resource component oftered by the Market Seller to the Oftice ot the
Interconnection:

1) It based on energy from a specific generating unit, may specify start-up and no-
load fees equal to the specification ot such fees tor such unit on tile with the
Ottice of the Interconnection:

) Shall set forth any special conditions upon which the Market Seller proposes to
supply a resource ancrement. including any curtailment rate specified i a
bilateral contract for the output of the resource. or any cancellation fees:

v) May include a schedule of otters for prices and operating data contingent on
acceptance by the deadline specified i this Schedule. with a second schedule
applicable ifaccepted atter the foregoing deadline:

Vi) Shall constitute an ofter to submit the resource increment to the Office of the
Interconnection tor scheduling and dispatch in accordance with the terms ot the
offer. which ofter shall remain open through the Operating Day for which the
ofer is submitted:

vil) Shall be final as to the price or prices at which the Market Seller proposes to
supply energy or other services 10 the PIM Interchange Energy Market, such
price or prices being guaranteed by the Market Scller tor the period extending

w through the end of the following Operating Day: and
vty wiid Shall notexceed anenergy ofter price of $1.000‘megawatt-hour: and.
i) [ a Generation Capacity Resource was sell=supphied or ollered and
cleared the Base Residual Auction or an Incrementad Nuction and s
comnutied to satisty Resource Operational Reliabibity Reguirements, as
detined in Schedule 9.1 of the Relability Assurance Agreement, the
Market Setler must specily such specific operating atttibutes,

{¢) A Market Scller that wishes to make a resource available 1o sell Regulation
service shall submit an offer for Regulation that shall specify the MW ot Regulation being
oftered. the Regulation Zone for which such regulation is oftered, the price of the offer in dollars
per MWh, and such other information specified by the Office of the Interconnection as may be
necessary to evaluate the ofter and the resource’s opportunity costs. The price of the offer shall
not exceed $100 per MWh in the case of regulation offered for all Regulation Zones, except that
oftfers for Regulation by American Electric Power Company and Virginia Electric Power
Company and/or their respective affiliates for the Regulation Zone comprised of the LCAR
Controd Zone(s), MAIN Control Zone(s). or the VACAR Control Zone shall be cost-based
consisting of the following components:

i. The costs (in $7MW) of the fuel cost increase due to the heat rate increase
resulting trom operating the unit at lower MW output incurred from  the
- provision of Regulation:
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i The cost increase (in /MW) in variable operating and maintenance costs
resulting from operating the unit at lower MW output incurred from  the

- provision of Regulation: and
iii. Anadder of up to $7.50 per MW of Regulation provided.
Qualified Regulation capability must satisty the verification tests specified in the PYM Manuals.
(H Fach Market Seller owning or controlling the output of a Ciencration Capacity

Resource shall submit a forecast of the availability of cach such Generation Capacity Resource for the
next seven days. A Market Seller (i) may submit a non-binding forecast of the price at which it expects
to ofter a generation resource increment to the Ottice of the Interconnection over the next seven days,
and (ii) shall submit a binding offer for energy. along with start-up and no-load fees. itany. for the next
seven dayvs or part thereof, for any generation resource with minimum  notitication or start-up
requirement greater than 24 hours.

-w

-
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() Each offer by a Market Seller of a Generation Capacity Resource shall remain in |
effect for subsequent Operating Days until superseded or canceled.

(h) The Office of the Interconnection shall post on the PIM Open Access
Same-time Information System the total hourly loads scheduled in the Day-ahead Energy Market. as
well as. its estimate of the combined hourly load of the Market Buyers for the next four days. and peak
load forecasts for an additional three days.

(1) All Market Participants may submit Increment Bids and’or Decrement Bids that
apply to the Day-ahead Energy Market only. Such bids must comply with the requirements sct forth in
the PIM Manuals and must specify amount. location and price, if any. at which the Market Participant
desires to purchase or sell energy in the Day-ahead Encrgy Market. The Oftice of the Interconnection
may require that a market participant shall not submit in excess of 3000 bid/ofter segments in the
Day-ahead Energy Market. when the Oftice of the Interconnection determines that such limit s
required to avoid or mitigate significant system performance problems related to bid/offer
volume. Notice of the need to impose such limit shall be provided prior to 10:00 a.m. 1PT on the
day that the Day-ahead Fnergy Market will ¢lear.  For purposes of this provision. a bid offer
segment 1s each pairing of price and megawatt guantity submitted as part of an Increment Bid or
Decrement Bid.

(J) A Market Seller that wishes to make a resource available to sell Spinning
Reserve shall submit an ofter for Spinning Reserve that shall specify the megawatt of Spinning
Reserve being offered. the price of the ofter in dollars per megawatt hour. and such other information
specified by the Office of the Interconnection as may be necessary o evaluawe the offer and the
encrgy used by the resource o provide the Spinning Reserve and the resource’™s unit specitic
opportunity costs.  Fhe price of the vifer shall not exceed the variable operating and maintenance
- costs for providing Spinning Reserve plus seven dollars and fifty cents.

th) Muarket Scllers owning or controlling the output of & Demand Resouree
that was selt=supplicd or olfered and cleared in the Base Residual Auction or one ot the
Encremiental Auctions, or omng or contrething the output of an [LR resource which was
certified as specified in Attachiment Y ot the PIND Fantft may submit demand reduction bids lor
the amvailable lToad reducton capability of the Demand Resouree or TER resource. the
submission of demand reduction bids for resource merements that have not cleared m the Basce
Restdual Auction or in eonc ol the Ineremental Auctions, or lor [T R resources that were not
certified, shall be optional, but any such hids must contain the information specitied in the PINI
I'conomic Toad Response Program to be included in such bids. A Bemand Resource that was
selt-cupplicd or offered and cleared in a Base Residual Auction or an Incremental Auction muay
submit o demand reduction bid in the Bay-ahead bnergy Market as spectfied in the Eeonomic
Foad Response Program. provided however, that in the event of an Fmergency, PIND shall
require Demand Resources und TR resources to reduce load notwithstanding, thal the Zonal
LAMP at the time such Tmergeney s declared is below the price adentitied e the demand
reduction bad.
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1.10.2 Pool-scheduled Resources,

- Pool-scheduled resources are those resources for which Market Participants submitted
offers to sell encrgy in the Day-ahead Energy Market and which the Oftice of the Interconnection
scheduled in the Das-ahead Energy Market as well as generators committed by the Office ot the
Interconnection subsequent to the Day-ahead Energy Market. Such resources shall be committed to
provide encrgy in the real-time dispatch unless the schedules for such units are revised pursuant to
Sections 1.10.9 or 1.11. Pool-scheduled resources shall be governed by the following principles and
procedures.

(a) Pool-scheduled resources shall be selected by the Oftice of the Interconnection
on the basis of the prices offered for energy and related services. start-up. no-load and cancellation fees,
and the specitied operating characteristics, oftered by Market Sellers o the Office of the Interconnection
by the offer deadline specitied in Section 1LTOTA.

(b) A resource that is scheduled by a Market Participant to support a bilateral sale,
or that is self-scheduled by a Generating Market Buyer, shall not be selected by the Othice of the
Interconnection as a pool-scheduled resource except inan Emergeney.

{¢) Market Sellers offering energy from hydropower or other facilities with fuel or
environmental limitations may submit data to the Office of the Interconnection that is suflicient to
enable the Office of the Interconnection to determine the available operating hours of such tacilities.

{d) The Market Seller of a resource selected as a pool-scheduled resource shall
receive payments or credits for energy or related services. or for start-up and no-load fees. from the
Office of the Interconnection on behalt of the Market Busers in accordance with Section 3 ot this
Schedule 1. Altermnatively, the Market Seller shall receive, in licu of start-up and no-load fees. its actual
- costs incurred. if any, up to a cap of the resource’s start-up cost. it the Othice of the
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Interconnection cancels its selection of the resource as a pool-scheduled resource and so notifies the
Market Seller betore the resource is synchronized.

(¢) Market Participants shall make available their pool-scheduled resources o the
Oftice of the Interconnection for coordinated operation to supply the Operating Reserves needs of the
applicable Control Zone.

1.10.3 Self-scheduled Resources.
Sclt-scheduled resources shall be governed by the following principles and procedures.

(a) Each Generating Market Buyer shall use all reasonable eftorts, consistent with
Good Utility Practice. not to self-schedule resources in excess ot its Eguivalent Load.

(M The offered prices of resources that are sclf-scheduled. or otherwise not
following the dispatch orders of the Office of the Interconnection. shall not be considered by the Office
of the Interconnection in determining Locational Marginal Prices.

(¢) Market Participants shall make available their selt-scheduled resources to the
Office of the Interconnection for coordinated operation to supply the Operating Reserves needs of the
applicable Control Zone, by submitting an ofter as to such resources,

(dy A Market Participant self=scheduling a resource in the Day-ahead Energy
Market that does not deliver the energy in the Real-time Energy Market, shall replace the energy not
delivered with energy from the Real-time Energy Market and shail pay for such energy at the applicable
Real-time Price.

1.10.4 Capacity Resources.

(a) A Generation Capacity Resource that is selected as a pool-scheduled resource |
shall be made available for scheduling and dispatch at the direction ot the Office of the Interconnection.
Such a4 Generation Capacity Resource that does not deliver energy as scheduled shali be deemed o |
have experienced a Generator Forced Outage to the extent of such encrgy not delivered. A Market
Participant offering such Generation Capacity Resource in the Day-ahead Energy Market shall replace |
the energy not delivered with encrgy from the Real-time Energy Market and shall pay tor such energy at
the applicable Real-time Price.

(h) Energy from a Generation Capacity Resource that has not been scheduled in the |
Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, may be scit-scheduled.
or may be oftered for dispatch during the Operating Day in accordance with the procedures specified in
this Schedule. Such A a Generation Capacity Resource that has not been scheduled in the Day-ahead ‘
Linergy Market and that has been sold on a bilateral basis must be made available upon request o the
Office of the Interconnection for scheduling and dispatch during the Operating Day if the Oftice ot the
interconnection declares a Maximum Generation Emergency.  Any such resource so scheduled and
dispatched shall receive the applicable Real-time Price for energy delivered.
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- (¢) A Generation Capacity Resource that has been self-scheduled shall not receive ]

payments or credits for start-up or no-load fees.
1.10.5 External Resources.

(a) External Resources may submit offers to the PIM Interchange Energy Market.
in accordance with the day-ahead and real-time scheduling processes specified above.  An External
Resource sclected as a pool-scheduled resource shall be made available for scheduling and dispateh at
the direction ot the Oftice of the Interconnection, and except as specified below shall be compensated on
the same basis as other pool-scheduled resources. External Resources that are not capable of dynamic
dispatch shall, if selected by the Office of the [nterconnection on the basis of the Market Scller’s Otfer
Data. be block loaded on an hourly scheduled basis. Market Sellers shall ofter External Resources to the
PIM Interchange Fnergy Market on either a resource-specific or an aggregated resource basis. A
Market Participant whose pool-scheduled resource does not deliver the energy scheduled in the Day-
ahead Energy Market shall replace such energy not delivered as scheduled in the Day-ahead Energy
Market with energy from the PIM Real-time Energy Market and shall pay tor such energy at the
applicable Real-time Price.

(M Offers for Bxternal Resources from an aggregation of two or more generating
units shall so indicate, and shall specity, in accordance with the Offer Data requirements specitied by the
Office of the Interconnection: (i) energy prices: (i} hours of energy availability: (i1} a minimum
dispatch level: (iv) a maximum dispatch level: and (v) unless such information has previously been
made available to the Office of the Interconnection, sufficient information. as specitied in the PIM
Manuals, to enable the Ottice of the Interconnection to model the tlow into the PIM Region of any
energy from the External Resources scheduled in accordance with the Offer Data. 1t a Market Seller
submits more than one offer on an aggregated resource basis, the withdrawal of any such ofter shall be
deemed a withdrawal of all higher priced offers tor the same period.

(c) Ofters for External Resources on a resource-specific basis shall specify the
resource being oftered. along with the information specitied in the Offer Data as apphicable.

1.10.6 External Market Buvers.

() Deliveries to an External Market Buyer not subject to dynamic dispatch by the
Office of the Interconnection shall be delivered on a block loaded basis to the foad bus or buses at the
electrical boundaries of the PJM Region, or in such area with respect to an External Market Buyer's load
within such area not served by Network Service, at which the energy is delivered to or for the External
Market Buyer. External Market Buyers shall be charged or credited at cither the Day-ahead Prices or
Real-time Prices. whichever is applicable, for energy at the foregoing load bus or buses.

(h) An External Market Buyer's hourly schedules for energy purchased from the
PJM Interchange Energy Market shall conform to the ramping and other applicable requirements of the
interconnection agreement between the PIM Region and the Control Area to which, whether as an
intermediate  or final point of delivery, the purchased energy  will initially  be  delivered.
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output of pool-scheduled resource increments as necessary: (a) to maintain reliability, and subject to that
constraint, to minimize the cost of supplying the energy. reserves, and other services required by the
Market Buyers and the operation of the PIM Region: (b) to balance load and generation, maintain
scheduled tie flows. and provide frequency support within the PJM Region: and (¢) to minimize
unscheduled interchange not frequency related between the PIM Region and other Control Arcas.

1.11.2 Operating Basis.

In carrving out the toregoing objectives, the Office of the Interconnection shall conduct
the operation of the PIM Region in accordance with the PIM Manuals, and shall: (i) utilize available
generating reserves and obtain required replacements: and (i) monitor the availability of adequate
FESCrves.

1.11.3 Pool-dispatched Resources.

(a) The Office of the Interconnection shall implement the dispatch of energy from
pool-scheduled resources with limited energy by direct request. In implementing mandatory or
ceonomic use of himited energy resources, the Ofhice of the Interconnection shall use its best efforts to
select the most economic hours of operation for limited energy resources. in order to make optimal use
of such resources consistent with the dynamic load-following requirements of the PIM Region and the
availability of other resources to the Oftice of the Interconnection.

)} The Office of the Interconnection shall implement the dispatch of energy from
other pool-dispatched resource increments, including generation increments from Capacity Resources
the remaining increments of which are self-scheduled. by sending appropriate signals and mstructions to
the entity controlling such resources. in accordance with the PJM Manuals,  Bach Market Seller shall
ensure that the entity controlling a pool-dispatched resource offered or made available by that Market

- Selier complies with the energy dispateh signals and instructions transmitted by the Othee of the
interconnection.

1.11.3A Maximum Generation Emergency.

It the Office of the Interconnection declares a Maximum Generation Emergency. all
deliveries to load that is served by Point-to-Point Transmission Service outside the PJM Region from
Generatien Capacity Resources may be interrupted inorder to serve load in the PIM Region,

1.11.4 Regulation.

{(a) A Market Buver may satisty its Regulation Obligation from its own resources
capable of performing Regulation service, by contractual arrangements with other Market Participants
able to provide Regulation service, or by purchases from the PIM Interchange Energy Market at the
rates set forth in Section 3.2.2.

(b) The Office of the Interconnection shall obtain Regulation service from the
lcast-cost altermatives available from cither pool-scheduled or self-scheduled resources as needed to
meet Regulation Zone requirements not otherwise satistied by the Market Buvers. Resources offering
to scll Regulation shall be seiccted to provide Regulation on the
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4. RATE TABLFE
- 4.1 Offered Price Rates.

Spot Market Encrgy, Regulation. Operating, Reserve, and Transmission Congestion are based on
offers to the Office of the Interconnection specitied in this Agreement.

4.2 Transmission Losses.
Average loss factors shall be as specified in the PIM Taritt.
4.3 Emergency Energy Purchases,

The pricing for Emergency energy purchases will be determined by the Oftice of the
Interconnection and: (a) an adjacent Control Area. in accordance with an agreement between the Office
of the Interconnection and such adjacent Control Arca. or (b) a Member. in accordance with
arrangements made by the Office of Interconnection o purchase energy offered by such Member from
resources that are not Capacity Resources.

5. CALCULATION OF TRANSMISSION CONGESTION CHARGES AND CREDITS
sl Transmission Congestion Charge Calculation.
5.1.1  Calculation by Office of the Interconnection.

When the transmission system is operating under constrained conditions. or as necessary
to provide third-party transmission provider losses in accordance with Section 9.3, the Office of the
Interconnection shall caleulate Transmission Congestion Charges for cach Network Service User. the
PIM Interchange Energy Market, and cach Transmission Customer.

5.1.2  General.

Ihe basis for the Transmission Congestion Charges shall be the differences in the
Locational Marginal Prices between points of delivery and poims of receipt, as determined in
accordance with Section 2 of this Schedule.

5.1.3 Network Service User Calculation.

Each Network Service User shall be charged tor the increased cost of energy incurred by
it during cach constrained hour to deliver the output of its firm Generation Capacity Resources or other |
owned or contracted for resources. its firm bilateral purchases. and s non-tirm bilateral purchases as to
which it has elected 10 pay Transmission Congestion Charges. The Transmission Congestion Charge tor
deliveries from each such source shall be the Network Service User’s hourly net bill less its hourly net
PJM Interchange payments or sales as determined in accordance with Section 3.2.1 or Sections 3.3 and
3.3.1 of this Schedule.
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7.4.3 Target Allocation of Auction Revenue Right Credits.

A target allocation of Auction Revenue Right Credits for cach entity holding an
Auction Revenue Right shall be determined tor cach Auction Revenue Right. After cach round of
the annual Financial Transmission Right Auction, cach Auction Revenue Right shall be divided by
four and multiplied by the price differences tor the receipt and delivery points associated with the
Auction Revenue Right, caleulated as the Locational Marginal Price at the delivery points(s) minus
the Locational Marginal Price at the receipt point(s). where the price for the receipt and delivery
point is determined by the clearing prices of cach round of the annual Financial Transmission Right
auction. The daily total target allocation for an entity holding the Auction Revenue Rights shall be
the sum of the daily target allocations associated with all of the entity’s Auction Revenue Rights.

744 Calculation of Auction Revenue Right Credits.

(a) Fach day, the total of all the daily target allocations determined as specitied
above in Scction 7.4.3 plus any additional Auction Revenue Rights target allocations applicable for
that day shall be compared to the total revenues of the monthly Financial Transmission Rights
auction (divided by the number of days in the month) plus the total revenues of the annual Financial
Transmission Rights auction (divided by the number of davs in the planning period). 1t the wotal of
the target allocations s less than the total auction revenues, the Auction Revenue Right Credit for
cach entity holding an Auction Revenue Right shall be equal to its target allocation. All remaining
tunds shall be distributed as Excess Congestion Charges pursuant to Section 5.2.5.

(b) It the total of the target allocations is greater than the total auction revenues.
cach holder of Auction Revenue Rights shall be assigned a share of the total auction revenues in
- proportion to its Auction Revenue Rights target allocations tor Auction Revenue Rights which have a
positive Target Allocation value. Auction Revenue Rights which have a negative Target Alivcation
value are assigned the full Target Allocation value as a negative Auction Revenue Right Credit.

7.5 Simultaneous Feasibility.

The Office of the Interconnection shall make the simultaneous feasibility determinations
spectfied herein using appropriate powertlow models of contingency-constrained dispatch.  Such
determinations shall take into account outages of both individual generation units and transmission
facilities and shall be based on reasonable assumptions about the configuration and availability of
transmission capability during the period covered by the auction that are not inconsistent with the
determination of the deliverability ot Generation Capacity Resources under the Reliability Assurance
Agreement—RehabHiy Asstratce-ureement-WeskorRehability Assarance Agreement-Sowh. The
goal of the simultancous feasibility determination shall be to ensure that there are sufficient revenues
trom Transmission Congestion Charges to satisfy all Financial Transmission Rights obligations for
the auction period under expected conditions and to ensure that there are sufficient revenues from the
annual Financial Transmission Right Auction to satisty all Auction Revenue Rights obligations.
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-w REGISTRATION

Participants must complete the PJM Emergency Load Response Program
Registration Form that is posted on the PJM web site (www.pym.com). The
following general steps will be followed:
1. the participant completes the PIM Emergency Load Response Program registration form
located on the PIM web site.
PIM reviews the application and ensures that the qualifications are met. including
verifying that the appropriate metering exists. PJM also confirms with the appropriate
L.SE and EDC whether the load reduction is under other contractual obligations.
Other such obligations may not preclude participation in the program. but may
require special consideration by PIM such that appropriate scttlements are made
within the confines of the existing contract.  The EDC and LSE have ten (10)
business days to respond or PIM assumes acceptance.
2. PIM informs the requesting participant of acceptance into the program and notifies the
appropriate ESE and EDC of the partictpant’s acceptance into the program.
Any end-use customer intending to run distributed generating, units in support of local load
for the purpose of participating in this program must represent in writing to PIM that it
holds all applicable environmental and use permuts for running  those  generators.
Continuing participation in this program will be deemed as a continuing representation by
- the owner that cach time its distributed generating unit is run in accordance with this
program, it is being run in compliance with all applicable permits, including any
emissions, run-time limit or other constraint on plant operations that may be imposed by
such permits.

EMERGENCY OPERATIONS

PIM will initiate the request for load reduction tollowing the declaration of Maximum
LEmergency Generation and prior to the implementation of R ALM Steps 1 and 2. |
{Implementation of the Emergency Load Response Program can be used for regional
emergencies.) It is implemented whenever generation is needed that s greater than the
highest economic incremental cost. PIM posts the request for load reduction on the PIM web
site, on the Emergency Conditions page, and on eData. and issues a burst email to the
Emergency Load Response majordomo. A separate All-Call message is also issued.

Operational procedures are described in detail in the PIM Manual for Emergency
Operations.
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\ 4 VERIFICATION

PJM requires that the load reduction meter data be submitted to PIM within 60 days of the
event. [ the data are not received within 60 days. no payment for participation is provided.
Meter data must be provided for the hour prior to the event. as well as every hour during the
event.

These data files are to be communicated to PIM either via the [oad Response Program web
site or email. Files that are emailed must be in the PIM-approved file tormat. Meter data will
be forwarded to the EDC and 1L.SE upon receipt. and these parties will then have ten (10)
business days to provide feedback to PIM. All load reduction data are subject o PJIM Market
Monitoring Uit audit.

MARKET SETTLEMENTS

Payment tor reducing load 1s based on the actual kWh rehiet provided plus the adjustment for
losses. The minimum duration of a load reduction request is two hours. The magnitude of
reliet provided could be less than, equal to. or greater than the kW amount declared on the
Emergency Load Response Program Registration form.

PIM pays the higher of the applicable Locational Marginal Price (LMP) or $500°MWh to the
PIM Member that nominates the load. Payment will be equal to the measured reduction
{either measured output of backup generation or the difference between the measured load
the hour before the reduction and cach hour during the reduction) adjusted tor loses times the
higher of the applicable Locational Marginal Price (LNP) otherwise in use tor settlement of
the given load or $300/MWh.

During emergency conditions. costs for emergency purchases in excess of LMP are allocated
among PJM Market Buyers in proportion to their increase in net purchases tfrom the PIM
encrgy market during the hour in the real time market compared to the day-ahead market.
Consistent with this pricing methodology . all charges under this program are allocated to
purchasers of energy. in proportion to their increase in net purchases from the PIM energy
market  during the hour from day-ahcad to real time. An  Aetve—4 vad
Maragemtentinterruptible Load tor Reliabtlity (H.RAE M) Customer may participate in the
f.oad Response program during bM-11R events as long as the customer's 1LR A M
contract explicitly excludes payment or credit for energy not consumed during [1LR AdM
events. -l the [L.SE that submitted the customer for IR ALM credit indicates that the
customer 15 not ¢ligible for simultancous credit under the Toad Response program and [1LR
ALM is called for concurrent with the Load Response program. then payments will be made
to the customer according to the I.oad Response program only for the time during which 1 R
AbM-obligations were not in eftect. Any response in excess of the contracted A5 1R

amount will be
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INTRODUCTION

PJM Load Response Program

This program is designed to provide an incentive to end-use customers or
curtailment service providers to enhance the ability and opportunity for reduction of
consumption when PJM Locational Marginal Prices ("LMP") prices are high.” The
program purposefully incorporates incentives that are greater than strict economics
would provide for the same curtailment. This departure from economics is justified to
overcome initial barriers to end-use customer load response. This program is not
intended to be a permanent fix to the lack of load response seen in the PJM markets
today. The designers of this program contemplate that when the existing market
barriers are removed and end-use customers are better able to respond to real time
prices. the need for this program and others like it will disappear. Until that happens,
however, programs like this are necessary for fully functioning markets.

Economic Load Response Program - Real Time

This option will provide a mechanism by which any qualified Load Serving Entity
("LSE") or Curtailment Service Provider ("CSP") may offer end-use customers the
opportunity to. or end-use customers that are PJM members independently may
choose to. reduce load they draw from the PJM system during times of high prices
and receive payments based on real time LMP for the reductions.

- The program will be effective June 1, 2002, and will remain in effect until December
1.2004. At that time, the program will be terminated unless it is extended by a two-
thirds sector vote of the Members Committee.

Economic Load Response Program - Day Ahead

This option will provide a mechanism by which any qualified LSEs or CSPs may offer
end-use customers the opportunity to, or end-use customers that are PJM members
independently may choose to, commit to a reduction of load they draw from the PJM
system in advance of real time operations and receive payments based on day-
ahead LMP for the reductions.

The program will be effective June 1, 2002, and will remain in effect until December
1, 2004. At that time, the program will be terminated unless it is extended by a two-
thirds sector vote from the Members Committee.

This program is not intended to be a replacement for Active- Lead
Managementinterruptible Load for Reliability ("AEMILR"), but rather an additional
means by which distributed generation resources and end-use customers capable of
reducing load can participate in PJM operations and markets.
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accumulate debits at the corresponding hourly rate for the amount the end-use
customer's hourly energy consumption is greater than the CBL. However, in no
event will the end-use customer's (or its representative’'s) credit be reduced below
zero on a daily basis.

Payments under the Economic Load Response Program will be made by PJM to the
end-use customer or its representative (LSE/CSP). In the event the CSP or LSE is
the party to be paid but is not the load reducer. the portion of the payment that will
be transferred from the LSE/CSP to the end-use customer that actually reduced load
is outside the scope of this program, and must be arranged between the LSE/CSP
and the end-use customer.

EDCs functioning as LSEs may use the average shopping credit for generation and
transmission for a rate class.

PJM shall recover LMP less an amount equal to applicable generation and
transmission charges from the LSE that otherwise would have the load that was
reduced. The amount equal to the generation and transmission charges, if any, will
be recovered from all load within the zone in which the load that was reduced is
located. If the total amount of recoverable charges reflecting generation and
transmission charges for the entire program exceeds $17.5 million in a year,
thereafter participants will receive LMP less an amount equal to the applicable
generation and transmission charges regardless of the level of LMP.

An ALM ILR Providercustomes may participate in the Economic Load Response
program during ALM ILR events as long as the customer's AtM.ILR contract
explicitly excludes payment or credit for energy not consumed during ALM [LR
events. |f the LSE that submitted the customer for ALM ILR credit indicates that the
customer is not eligible for simultaneous credit under the Economic Load Response
program and ALM ILR is called for concurrent with the Economic Load Response l
program, then payments will be made to the end-use customer or representative
according to the Economic Load Response program only for the time during which
ALM-ILR obligations were not in effect. Any response in excess of the contracted
ALM ILR amount will be compensated under the Economic Load Response program
for the entire duration of response.

Program credits will appear on the PJM Member's monthly bill, as described in the
PJM Manual for Operating Agreement Accounting and the PJM Manual for
Billing.

REPORTING

PJM will submit any required reports to FERC on behalf of the Economic Load
Response Program participants. PJM will also post this document, as well as any
other program-related documentation on the PJM web site. PJM shall submit two
reports to the FERC with respect to the Economic Load Response Program. The first
report shall be filed on May 31, 2003. The second report shall be filed on October
31. 2004, concurrently with PJM's report evaluating the PJM Emergency Load
Response Program. These reports shall review and evaluate
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Total payments to end-use customers or their representatives (LSEs/CSPs) for
accepted day-ahead load response bids will not be less than the total value of the
load response bid, including any submitted start-up costs associated with reducing
load, including direct labor and equipment costs and opportunity costs and any costs
associated with a minimum number of contiguous hours for which the load reduction
must be committed. Any shortfall will be made up through normal, day-ahead
operating reserves. In all cases, the applicable zonal or aggregate (including nodal)
LMP is used as appropriate for the individual end-use customer. The applicable
generation and transmission® charge is the charge the participant would have
otherwise paid the LSE absent the load reduction.

Payments under the Economic Load Response Program will be made by PJM to the
end-use customer or its representative (LSE/CSP). In the event the CSP or LSE is
the party to be paid but is not the load reducer, the portion of the payment that will
be transferred from the LSE/CSP to the end-use customer that actually reduced load
is outside the scope of this program, and must be arranged between the LSE/CSP
and the end-use customer.

PJM shall recover LMP less an amount equal to applicable generation and
transmission charges from the LSE that otherwise would have the load that was
reduced. The amount equal to the generation and transmission charges, if any, will
be recovered from all load within the zone in which the load that reduced is located.
If the total amount of recoverable charges reflecting the generation and transmission
charges for the entire program exceeds $17.5 million in a year. thereafter
participants will receive LMP less an amount equal to the applicable generation and
transmission charges regardless of the level of LMP.

EDCs functioning as LSEs may use the average shopping credit for generation and
transmission for a rate class.

An ALM |LRcustomer Provider may participate in the Economic Load Response
program during ALM ILR events as long as the customers ALM-ILR contract
explicitly excludes payment or credit for energy not consumed during ALM LR
events. -If the LSE that submitted the customer for ALM-ILR credit indicates that the
customer is not eligible for simultaneous credit under the Economic Load Response
program and ALM ILR is called for concurrent with the Economic Load Response |
program, then payments will be made to the end-use customer or representative
according to the Economic Load Response program only for the time during which
ALM ILR obligations were not in effect. Any response in excess of the contracted |
ALM amount will be compensated under the Economic Load Response program for

the entire duration of response.

Program credits will appear on the PJM Member's monthly bill, as described in the
PJM Manual for Operating Agreement Accounting and the PJM Manual for
Billing.
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SCHEDULE 5

- - ) I !
PJM DISPUTE RESOLUTION PROCEDURES
1. DEFINITIONS

1.1 Alternate Dispute Resolution Committee.

“Alternate Dispute Resolution Committee™ shall mean the Committee established pursuant to
Scection 3 of this Schedule.

1.2 MAAC Dispute Resolution Committee.

"MAAC Dispute Resolution Committee™ shall mean the committee established by the Mid-
Atlantic Arca Council to administer its industry-specific mechanism for resolving certain tvpes of
wholesale electricity disputes.

1.3 Related P.JM Agreements.

“Related PIM - Agreements™ shall mean this Agreement. the East Transmission Owners
Agreement. and the Rehability Assurance Agreement. the West Transmission Owners Agreement, aad
the Kehabtity Assurance Agreemtent-West. and the South Transmission Owner Agreement. ad the
FRehabtiy Asstratice Agrecmient-Soth,

2. PURPOSES AND OBJECTIVES

2.1 Common and Uniform Procedures.

The PIM Dispute Resolution Procedures are intended o establish common and unitorm
procedures for resolving disputes arising under the Related PIM Agreements. To the extent any of the
foregoing agreements or the PIM Tariff contain dispute resolution provisions expressly applicable to
disputes arising thereunder, however. this Agreement shall not supplant such provisions, which shali
apply according to their terms.

2.2 Interpretation.

To the extent permitted by applicable law, the PIM Dispute Resolution Procedures are 1o be
interpreted to effectuate the abjectives set forth in Section 2.1, To the extent permitted by these PIM
Dispute Resolution Procedures, the Altemate Dispute Resolution Committee shall coordinate with the
established  dispute resolution committee of an Applicable Regional Reliability Council, where
appropriate. in order to conserve administrative resources and to avoid duplication of dispute resolution
staffing.

-
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SCHEDULES

DELEGATION OF PJM REGIONCONTROL AREA RELIABILITY RESPONSIBILITIES |

1. DELEGATION

The following responsibilities shall be delegated to the Office of the Interconnection by the
parties to the Reliability Assurance Agreement.

2. NEW PARTIES

With regard to the addition, withdrawal or removal ot a party to the Reliability Assurance
Agreement, the Office of the Interconnection shall:

(a) Receive and evaluate the information submitted by entities that plan to serve loads
within the PIM Control -AseaRegion, including entitics whose participation in the Agreement will ‘
expand the boundaries of the PIM Comteod AreaRegion, such evaluation to be conducted in accordance
with the requirements of the Retiability Assurance Agreement: and

(b) Evaluate the effects of the withdrawal or removal of & party trom the Rehability
Assurance Agreement.

3. IMPLEMENTATION OF RELIABILITY ASSURANCE AGREEMENT |

With regard to the implementation of the provisions of the Reliability Assurance Agreement, the
Office of the Interconnection shall:

{(a) Receive all required data and forecasts from the parties to the Reliability: Assurance

A4 Agreement and other owners or providers of Capacity Resources: I

(b) Perform all calcutations and analyses necessary o determine the Forecast Pool
Requirement and the capacity obligations imposed under the Rehability  Assurance  Agreement,
including periodic reviews of the capacity benefit margin tor consistency with the Reliability Principles
and Standards. as the foregoing terms are defined in the Reliability Assurance Agreement:

(c) Monitor the compliance of each party to the Reliability: Assurance Agreement with its
obligations under the Reliability Assurance Agreement;

(D Keep cost records. and bill and collect any costs or charges due from the parties to the
Reliability Assurance Agreement and distribute those charges in accordance with the terms of the
Reliability Assurance Agreement;

(e) Assist with the development of rules and procedures for determining and demonstrating
the capability of Capacity Resources:

(O Lstablish the capability and dcliverability of Capacity Resources consistent with the
requirements of the Reliability Assurance Agreement:

(g) Collect and maintain generator availability data:
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h) Pertorm any other forecasts. studics or analyses required to administer the Reliability
Assurance Agreenment,

(1) Coordinate maintenance schedules for generation resources operated as part of the PIM
Controb AvealRegion;

o Determine and declare that an Emergency exists or has ceased to exist in all or any part
of the PIM Gentrod AreaRegion or announce that an Emergency exists or ceases to exist in a Control
Arca interconnected with the PIM Eontrol AreaRegion:

(k) Enter into agreements for (i) the transfer of energy in Emergencies in the PIM Control
Avred Region or in a Control Arca interconnected with the PIM—oitrob Area Region and (11} mutual
support in such Emergencies with other Control Areas interconnected  with the PIM - Control
AreaRegion: and

(th Coordinate the curtailment or shedding of Joad. or other measures appropriate to
alleviate an Emergency. 1o preserve reliability in accordance with FERC, NERC or MAcAC Applicable
Regional Reliability Council principles. guidelines, standards and requirements and the PIM Manuals,
and to ensure the operation of the PIM£ontrol AreaRegion inaccordance with Good Utility Practice.
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(- Coordinate mattenapee schudidesfor-goneration fesorces operated av-part ol the PIM
Meent-Region

““““““ 1l Deternmie and-declare that an-Eiersency exists or has cedsedo-exist 1 all oF any part
of-the- M West Region or announce that-an-Bmergence exisbs of cedses (o exist i 4 Comrob Aved
#Herconnected with-thedthd West Rewion:

———hb— hier e asrectrettor-ta the-trater obenergy in b mergencies wrthePiv-Reston of
in a Controb-Area itercomected with the PIMV Region and Gty mutuesd sipport an such Firergencies with
other Control Areas itercopnected-with-the RIN Reston: and

--------- HH——Coordinite the cartathnent or -sheddine - oF -Jogd—et—other—emties  appropriate: 4o
ablevite an Finerzency, to preserve rehabiine- i accordance-with FERC NLROC of FOAR principles.
wirdebnes, standards and requirements aivd-the- P40 Manuaby, - aikd 10 ersure the operation of the PIM
WestRewion i accordanve with Good b tv—Practee:
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OB LE RSB

- DELEGATION OF PIM SOUTH REGION RELIARBHAFEV-RESPONSHHATHS

i BELEGATION

The foelowing responsibiitios shall-be- delegted 4o the-OHice ok -the: Interconpection: by the
patrties-to-the Reliabiity Asstratice-Agrecient-South.

2o NEW PARTIES

With recard o the addition. withdrawal o remesad of a party 1o the Rehabiiny Assuranee
AureerertSotth. the Ofice of the Interconnection shilh:

{a} Recetve and evaluate the information submitied by entities it plan 1o serve Jouds
withitt the PIM South Regton. imcluding emtities whose participation i the -Asreemieit-woihexpand-the
bowndaries of the PINM Sesth Region, ~uch evahiation-to-be--condbvted-- 4 sccordance with the
regtiermenic of the Relabihity Awseance Asreemoent-South: aid

{hy Friluiste the ehlecis of the withdriwa) of removal of a parbe Homr-the- Rebubiy
Astance: A sreeine m-Sonsth,

3. INIPLEMENTATHON OF REFEAABHITY ASSERANMCE AGREEMEN-SOLTH

Wirth resard to the implermentation of the provisions of the Reliehthity Assurnce Agreenient-
Sewtth, Hie Ofhice of the terconpectionshabk

Ry Reveive all required data and torecasts from the parties (o the Reblabibivy Aasurance

Srureoriet-Sotith-titd-otherenteprab Capac ity Resowrees:

{h Pertorm all cabeulations - and amtbvses precessary o determibie thie Forecast Pood
Regirement and the capacity obhigations inpesed-under the Rehtabtity Assurance Aureement-South.
tnchiding pertodic reviews of the capacity benedit marem for consistency with the Rehiabibite Prmciples
anrehStatrdardse vy thee Feresoire terms are debined in the Rehabiiby Aovurance Agreetnent-Souh:

fede-o-Monnor the -vomphance of each party to the Rehabiily Assuvance—vereentent-Souh
with its oblizattions under the Reliability Assurance Apreement-South:

(b —-heeeprostrecord arsardie-trom the parties o the
Reliabibty Assurance Apreement-South and distribte ihn«e (.hdf"(:“r Hr-gecordmitoe-with the terims of

theRehnbiir—Astfice ALreementSonty

e} Assist with the development of rules and procedures-tordetermining and demonstrating
the capiabilily oF € apaetr-Resourees:

)} —-—b~tablish-the capability and deliverability of Capacity Resourees- consistent—with the
tegirerentrat the Rehabiity Aonurince Agreement-South:
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e} votect and mapain cenerator ivalabiliby dita:
- - Perform-m—otherdorecasts: stidies oF analy ves reguired-to-adirmstestheRehtabihity

Asserarce -rereement-South:

H-—- - Coordinate maintenance schedules for generation resources eperated as part of the i
Setth-Region
{1) Detertnine and declare that an Finergency exists of has ceased to exist 1t all or any past

ethe - Sout -Recton-oF ahnooiee- tht i Eriereenem e vtr o eeter ot Eontrol Area
Htercomtected with the- P Seuth-Region:

Ho—— Bpter -pio-nereemenbtor G -the-traisder ofenere—intnergencie—the - Seuth
Reutomr-or-t i Control e srerconiected with the PIMV South Region-and (i mutuab support i such
Hrergencteswith other Control Areaintercontected-woih-the PR S onth-Reston: and

ty - Coordingte the curtatlment or shedding of load.. or- other measures - appropitate Lo

aHev e bpergerer—iopreserve- rebabiib—gecordapee e ith RS R o SR prinete
pritdehnes- sttt tid fegrirements-atd- theRRV Manuals -atdo oresire the eperation of e, 1\1

Sotith Regron s dceofdanee sl Creod-b-tilty Practice,

Issued By: Craig Glazer Eftective: June 1. 2006
Vice President, Federal Government Policy
[ssued On: August 31, 2005



Unofficial FERC-Generated PDF of 20050902-0089 Received by FERC OSEC 08/31/2005 in Docket#: ER05-1410-000

PIM Interconnection. [L.L.C. FFirst Revised Sheet No, 193
Third Revised Rate Schedule FERC No, 24 Superseding Original Sheet No. 195

SCHEDEEE S

- PIMCONTROIAAREA EMERGENCY - PROCEDERE CHARGES

L EMERGENCY PROCEDERE CHARGE

—b4- FoHewins an Dmergener. the comphianee of each Member with thednstractions of the
Office of the-haterconection shall be evaluated-by the Officeof the herconpection. L based en—such
evaluation: it is determined that-a-Member fatled tovemply with thestructions -odthe-Oflice of the
Iercomection 1o implement PIVE-emereency provedures. that Member shall -demonsirate trat
erploveds-best efforsto comply withstch mstracions--Hr the eventa-Mamber leted-to employ Hs
best etlorts o comply with the-instruciions of the-Ofiice of the Inerconnection.-that Member ~hall pay
tethess otherndse paid-by—the Memberunder the Rebabiiiv Assuratee—grectiet—i—emergeiny
procudire charge as follows:

fa) For cach megawatt of voltage reduction it was not implementedas directed. despite
being- capable of implententation-the—Member shall pay—65 times the—dmly detivieney—te: pey
megawatl st forth in-Section A ob-Sthedule T of the Reltability Assuranee Agreeent:

thi—  bor eachmesanatt of oad thatwets not dropped i directed. the-Member ~hall pay-730
Hives the dathe deficienuy rite per tiegiwatt et lorth i Section -\ of Schedale 11 of the Reliabibity
Asstfance Srerechient: amd |

et For cach megawatt of M (s dedined i the ReliabiliteAessurance Agreement) that
was hoeHaplemented ardirected and- for-each megiawatt-of-a Capacity. Resorce that wass ot innde
avatable as directed despite being capable of producing eperey at the time, amnd that is debiverable to the
RIS CoptrokAea i the CaseefaLapaciy Resouree-bocitted ottsideofthe PIM-Control Area. the Rarty

\ 4
shalh pav 365 times the daily deficieney rate per mregisvatt ~ot forth i Secion vof Schedule ol the
Rehability AnseraRce - greethent
2. DISTRIBUTION OF EMERGENCY PROCEDURE €HARGES

2. - Complving Parties.

Fach Member that Bas complied with the emergency: procedures Binposed by s Agrecment
durine-an- Linersererwithout csRe ait eimergenexprocedure chafge-shit share 1t anr-emergency
procedure charses-paid br—wn—-other Mentber—that has fated-to satishe-said- obligatten—dutig such
Lmersency i an equitable manner te-be-determined bvthe R Board,

—-2:2 AH-BParties.

In theeveptat of the Members have ircurred-emergenerprocedure chargeswiih respect to-an
Fmereeney. theemersency-procedure charges—relited 1o that Lmergency shall be distribrted—a-an
eqttable manreray Jitected-bythe PIVE Board:

-
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SCHEBDEEE-9A

PRWEST REGIONEMERGENCY PROCEDURE CHARGES

—— EMERGENCY PROCEDUERE-CHARGE

e B —Folowing an Bmergency, the complisiice of eaeh Member-with-the instructiens—ot-the
Office of the-brercontrection-shatl be eviluated-by the Oltice-of the Intereennection. I based-on-such
evialbation—# is deteredthat a Memberdated (0 comphwith the-stractions of the-Oheeob-the
Interconnection o umplement PINE emersency procedures. that Member shall demonstrate that w
epploved ity Barbedions o comphowith-sucl stidetions. lthe-event o Membertaded o emplerdts
best elforts o comply with the instractions of the Oflice of the baterconnection -that Member <hiht pay
{unless-otherw ive pitid-brtheMember underthe-Reliabtht—destrance Areerient-W est ah-cmersency
proveddre charee as foHews:

---- far ———bor cuch mesavwatt-of voltage redtiction that was-not implemested-as directed, despite
hewr—capible of wplementation. the - Member <hall-pay- 303 times-the Jatly defivieney rite per
Mesawattet-forth in Sevtior=-of Schedule Hobthe ReliabilityAnsurance Agreemient-West:

IR (11 Forciach megiawatt of toad that wis notdeopped as directed. the Member chadb-pay-7 30
times the daihy debiciency rate per megawail ~et forth iy Section A of-Schedule T oF the Rebabiiy
Asstrepitce-Aureeiieit-West-ahd

ot For cach megawatt of AL fas dettned-in the Rehiability Assurance Agreement-\eest)

that wassotinterrupied asdieected-mnd for eachregawatt of a4apaciy Resotroethatwits ot fade

avathible as directed despite being capable of producing energy at the time. and that s deliverable to the

- P West Region i the case of a CapacitResonrce locatedoutside of the-PENVE West Reaton, the Paty

Shall pev-303 times the dethedeliciency riste pee-mesavatt ~et-dorth it Section e ob-Schedule T of the
RehibHity Assurahie Aereeiment-West,

2. - DISTRIBUTIONOF EMERGENCY PROCEDURE CHARGES

24 Complying-Parties.

Fach Member that has complied with the emergeey procedures imposed by this Agrecinent
during an bracegeney. Wwithont-Henrrng th etrergererrocedurecharse, shall share+-arvemerzency
procedure charges paid-by any other-Member that has—iled 1o satishe-said obligation durine—sueh
biergency it dn equiabletanierto be detersriedbthe PIM Roard:

2.2 - AR Purties.

- I the event-atof the Momber—have incurred emergency proceduarecharges with respectte-an
Emergency—the—smergency  procedure—charges refuted—o-that | mergency shall be—distributed -1 an
equitiehle hannewdirected by the-PM-Bowrd.
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[Sheet Nos, 198 — 205 Reserved for Future Use]
SCHEDULE 11

PIM CAPACHEY CREDIT MARKETS Iy PJM REGHON

1 PLRPOSESAND-OBHCTIVES
EA--—-PIM Capaeity Credit Muarkets in PJIM Region.

————————— —Hir-Schedide sets torth theprocedmer—appherble—to—the—operation—ot-the PIM Capoaeibr
Credit Markets i the PIM Region—-Fhe PINLC apdu!» Credut '\rldrkeh mH whow Market Partiepanis
to—bi—andel-Capacttyr L redits at marketclear : et ; B CCapacity
Credit Markets and made public-ba—the Olfice of the Interconnection.  The PIM ¢ apad - Credit
Markets shall be adninistered by the-Ofhice-of Interconnection it accordance with the principles and
proceduresspectiedHn-this Schedule.

12— fReserved.|

L3 e af Cupaeity Credits:

————Aentray-une Cupacily EredistomvetaH—or-parolHe-capaetty-obligations impesed
tinder-the -Rebabibity Assurance Agreemet. of Rebability Assurance Aureement-West, or Rebabiliy
Acetraice Anteement—South. Such CaprettrCradiermine-beed-bre them~ehves, or alone withna
other options tor mecting capacity-obhsations imposed under the Reliability Assurance Agreement.
Rehabiiy Assurance Aereemerm—eest. or RelabHity Asvirance Aereentet—Soath

2. DEFINFVHONS

- Ladess the context-otherwise specifres of regures, capitalized terms used inethie Schedule
shaH-have—the respective meanings esizied herein of i the Agreernent for all purposes of-this
Schedide {such definition-to be equally -applicable-to-both-thesingular and-the plural forms of the
terims delined).

21 Buy Bid.

——BBid—shall mean a bhidediapacity Credits -a PO -Capacity Credit Market,

2.2 Capictty Credit.

“Capacity-Credit—shud-mem an entitleiient to o specified number of megivwattsodbrtorced
Capaerv—rom-a-Capacity Resource forthe parposeobsatisiving eapaciv-obhaations imposed under
the Reliabitity  Assurance—Awureement, Reliability  Assurance Asreement-West. or  Rehabiliey
AeaRce Agreement-South: - such-erttdentemt—otto-tciude gy entitlement 1o the output o the
Capacity Resovree—Seledv-dor purposes of the PIddnstalled Capacite - Credit- Marketn-the term
CapacityLredi-abohalbreler (o creduts for Instabled- Gapaeity during the-bterim- Period—torthe
Combd-Lone:
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- ——22A—Comkd Zone:
- e e A oo i i e the mreaning spected i Schedule 17 of the Reliabibity-Aesurance
AtrgeprentWest
23 Capacity-Resowrees—

———Capactr—Rewnrees— shall chave the meaning  specified——theJehabib—Ssmurance
Aereement, Rehabiity Assuirance Agreetnent-West or Rebiabilite Assurance Agreement-South.

“Hohiday ™ shal mean a  federal- or state - holiday  designated by the OGifice of - the

Interconnection for recogiition i the condpet o PR DarhCapacine-Credi-Murkets,
244 Instelled Capueity.

hastabled Capacity” shall have the meanme speettied - Schedithe 17 of the Relinbibiy
Abtrace S ereemeneest:

2.4 Interim Periad.

—ememeshpreprt Period” shall have the meaniie spectbiod - wr -Sehedide—H7- o the Rehiability
Aestifihce Agreemenl-Wesd,

2:58- BV Capreite-Credit-Market.

CPIM Capacity Credit Marsket™ shall mean the PIM Datly Capacity Credit Market and the
Bl Mot he-Capateity Credit Market,
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- 2.6 PEME-Paiby Capueity Credit Murket,

SR Daily Capacite£redit Market” shatbntean @ compentive market-adminsiered by the
(H¥ice of the Iereonpection it acverdunce with the-provistons ofthis Mhedule. forthe-parchase amd
sade of Capacitr Credits for the basiness day following the duy o swhich the marhet-is conducted or
For an inervering weehend darorHehday.

———2.6A  PdHHstalled CrpaettyCredit Market:

——— PIN bitabbed Capacity ©redie-Mhirket shall e o conipetitive market. adariistered-by
the Office of the Interconnection in accordance with the provistons of this Schedide, for the purchine
ired sitle of eredi-for Installed-Capacinor the ntermeriod. or-aiv—onth thereob-tatheComdbad
Aone,

2.7 WM Monthiv Capaeity Credit Market,

—-PIM Monthly Capacity Credit Marker™ shall mean aeompetitive market, adimbinstered by
the-t4tice of the Interconnection i accordance with the previstons of this Sehedule. for the purchawe
aed sitle of Capae i€ redits For cach orany of the twebremonths JoHowie the month derme-which
the marhet v vondicied. Soleby For purposes of the Comd d Zone during the Tnterim Periods PIM
Muonthby Capacite Creda-Mashets abvo shadl refes-o separate moathly PIN Hnstabled Capacity Credit
Muarkels,

28 Sel Offer:
CSel Oster” <hall mcan an ofter to sell Capacity Credits i a POV Capacity Credit Murker,
2.9 Lalorced Capaeity.

— o hadoreed-Caprcity T shadl have the- meaning speetlied i the Rebabthiy Assurance
Agrecment. Rehabiitv-Aspirance Agreement-Weest and Rehabibiby Assurance Agreement-Sonth.

218 Lp-To Bloek:
“Lep-Fo BhockTshatl mean @ Sel Offer or Buy Bid for a gqeaantity of Capaciy Credits egual o
bt i speciled- g
3. PARTICHATION IN THE PIM CAPACETY CREDEF MARKET
3.4 - Edigibility,

~—AMember shal becomechgible W parteipatetn any of the2RCapacity Credit-Murkeb-by
becoming a Market Buver or a-Market Seler. or both-as may be appropriate. in accordanes-weith-the
provisions of Schedule-Fof the Agreement: -t order to-participate in anvedthe PIM Capacity Eredit
Markate-# - Marhet Buves-sho-either must be—ta-an emtity e+ k- will become—a-boml Serving
Eatiy in the PIM Region-and-a panty to-the-Relability Asranee Agreememt-Rehability Assurance
Agreement-West, or Rehabiliy Assurance—Aereement-South—respectively. orthihave o contractua
obligation o el capacitefinchding sales—tor-fesale} which-will be used—n-the PIM Regiot—A
Market-SeHer—may participate—hrany PIM Capacite Credit—Market only to-the—extent- that it has
Capaeny- Credits available to sell in excess-of s capacityobligation imposed-wmder the Rehiabilhy
Auspance Asreement—Rehability Sasurance Aureement-West, oeReliabitb- AssuraneeAvreement
South and other-contactoal oblizations to ~el capaetty {including srdes for resale). as determined n
aecordance-with-Seetion 6.1 5
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- 3.2 EHeet-of-Withdrawal.

—- Withdeawal From the Asreementshall not rehievesn Market-Partivipant of any-obheation-to
fuenish or pav—For-Capacity (redits incuered -4 connection-with participation-in a PIM Capacry
Eredit Marketprior to such withdeawal, 1o pay iy share-oFany fees-amd-chirges incurred-or-assessed
by-the Oflieeoithednterconnection-priortothe date of soch-withdrawal—orto fullill any-vbheation
tor provide- indemniticiation for the-consequences of acky: OMissons uF events BLCUIFIRG PRIOT 1o stich

whhdrawaband provided—tarther—that withdrawal-osths
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- Agreenent shall not reHeve sy -Murket-Participant of any obhgations—it may have winder. of

conpsttte-withdeaswal from. any Related PIM Agreement:
43— —RESPONSIBHETIES OF THE-OREICEAICTHE INTERCONNECTION
4.1 Operatiot-of-the M- Capacity Credit Market,
- the Oflfice -ofthe—tnterconnecton shall operate--the PR Capretty - Credit. Markets in

accordance with the provisiens—oi—this Schedule and applicable -provisions of the Agreement. the
Retiabitity Assurance-preemem—and-theRehability Avsurahesereement-West. Operation ot the
PAN Capacity Credit-Murkets shall include. but pot be Timsted o provision of the folowing servives:

1 Deternvining the qutdilication of entities to become Market Parbicipants:
Hi-- o Adimistering the PIN Capacity Credit-Markets:

- -Xecouniine for PIN Capacity Credit Mashettransag bons incheding but not Thnited o
resdering bills to. receiviite paviments Frome-and-dishursing pariments to. parbicipants
in the RBapaeriCreda Markets

v b Maintaming-stehtecordsol Sel Ofters and Buy Bids, clearing-price-detertmiation
atrd othrer aspects of PIM Capacity Credit Market transactons, as may be appropriate
to the adiministration of the PR HCapacity Credit Markets: and

v ———MesHorHe-comphance-of participants 1 the P Capaci-COredit Markets with the
provisions of this Schedule and the Agreement,

42 - -Reeords and Reporis.

Fhe Office of thetterconnecton~hnll prepare and maitam such reeordsavare required tor
the -administration-wf the PIM Capaciy redit Markets,  For each-darob operation of the PIM
Capacity Credit Markets, the (4tice of the biercontector shath pubhish. as specified-below:—t-the
price. i deterimned. -at-whieh - the- PR Capacity { redit Marhet cleared:-£i) the 1ot volume of
Capretty—Eredis—parchaseds and- (i -=uch other PN Capacite—ECredi=-Market duta as may be
approprtitte 1o the effictent and competitive operation of the PIM Capactty Credit Markets, consistent
with—preservation of the confidentiahity  of conmnercitb—sensitive oF pProprietacy--Hboerrathon:
Publivation of the foregoing information shal be by posting on the BIM web site. Such information
shatHremni-avatable on the PIM web shie-tor-twebremonthstrom the dite ol-postine—tHhe Ohce
of-the Interconnection shall not disclose commercially sensitive of proprietae—-iHormation # any
FEPortoF welbnite -posting:

S——GENERAL PROVISIONS

3.4 - -Murket-SeHers:
—— - Onby Market Selers shall be eligtble-tosubmtt Selt Offers. Market-SeHersshatkcomply with
the terms and-vonditonsolulb-Nel Offers, as established-by—the-OHice of the Interconnectonin
secordanve with this Schedule and the Agreement:

52— Muarket Buvers,

Onbr Market-Bieers shall-be eligible to submit-Buy Bids. Market Buvers shall-comply with
the—term—and—conditions- of ol Buy Bids. asestablished-by the Office-al-thettereonnection

accordance with this Schedule and the Aereeient,
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53— Agemts.

——AMarket Participant may -partieipate-i-the- 240 Capactte-Credit Markets-throosh-an-agent
provided-that-the Market Participant-itorms the Oftice of the brerconnection i advance-t-wrbing
i the-appointment-ol—gch-azent:- A Market Participantpasticipatine——the PIM-Capacity Credt
Markets through—an-agent ~hall be bound by-alebthe acts oF-reprasentations of such- aeent-wih
Fespectto—tramactions - the- PV Capachy - Credit Marhet—and—hall ensore-thaom—ch-asent

complies with the regquirements of s Schedule and the Agreement.

S4 GenerslObligntionsolvnrket Partieipuits:
~Haeh Market Participant-shall-comply  with all lawsand resulations apphicable o the
eperationof the PIM CapaeCredi-Markets and the sseod-Capacity Crediseapdshatoomply with
all apphcable-provisions of this Schedules the Agreement, andthe-Reliabtity Assurapee-Agreement:
the-Rehiabihity Assurance Naveement-West. and all procedures aiud requiremientstor the operation of
the PIM Capacie-Credit Markets and  the—RR - Region established-- by the Odve ol the
Itercomnection i accordance with the Foregemsg,

5.5~ Relutionship of Capaeity-Credits to Capacity -Obligations hinposed- uader-the
Rehinbitity  Assurance Agrecment, Reliability Assurance Agreement-West, oF
RehpbilitvAssiranee Agreement-Souths

A mesawatt of Capacity Credit shall satisty @ megawalt oFcapacity oblization imposed under
theRehiubihity Assurapve—ereementerReliability Assurance—\greememt—est—Eapaoity Credits
purchased from a PIN Capachiy Credit Mavket shall not be adjusted For forced owtages or other
reasons - Boecause Capacity Crediis are based—on- Capacity Resetreces. o urther capability o
dehiverability demuonsirations bevond-thowe-tor the related Capacity Resowrce shall bereguired

54 - Deficiency Charges.

W the Ofice of the Interconnection determtnes that the- BestMarket Sebler i a PIM Capactty
Credit-Maeker-of o Capacity Credit did not have subicient-Untorced Capacity (or bistinlled Capacity,
i the Cave obthe-Combd-/one during the Interim-Periodito-support-theCapaeiy Credit transaction
al the thme e which the Capacity Credit was appheable. any such- deficiency shall be satishied
throseh—pavnent-of deficiency charces by stch—HetMarket- Seler—alculited -as-<pecibed——the
Rehability Assuranve Apreement. Reliability Assurance Agreement-West, wwd Reliabiiy Assurance
AvrearmentSouth,  Any-amooitcotected Trom such defietene—charges shul—be—divtetboied—n
tecordance with the Rehubilb—\ssurance Agreement—Rehability Assurance\preement-West, and
Rehabibity Asstirance AgreenientSouth-

2.7 —Fingreink Trunsmisvion Rights:
——Acgunsition of a Capacity- € redit~hall not entitle the-holder 10 a Financiadk-dramatedon
Kieht-
8.8 Confidentinlity.

—Fhe-foHowinamformation submitted- to-the-OHiee of the datereonnection i conrrectorwih
any PIM-Capachy-Credit Market shall be deemedcontidential information for purposesob-Section
1817 of the-Asreement—-the terms and-conditionsotall Sel- Offer—and-Buy Bids: and-(ib-the
terms apdeonditions of any bilateral transactionsor capacity of Capeaetty redits,
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6. ——OPERATION OF FHE PIM CAPACHIYCREIMT MARKE S
61— Content of Sel-Offers.
6.1.1  Specifientions,
SeH-Ofters shall specily:
it Fhe-grantite-of Capacite Credits oftered. in mcrementsob 001 megawatt:

H)-- Phe minirosepriee, in dotlars and-eents-per egawatt per-dir—thwH-be
aceeptad b-the seller:

HEb - bor a PNV Daily Capaciy Credit Market-conducted on a bridav-or the-day
before—a—Hehdr—the dotes er—which: the otfered Capacth—Credits mas be

teveedl il

b F—— -4 o a PIM Monthbv-Capacity Credit Market-the month or months foradnich
the olfered Capaciy-Eredits thay be used:

6.1.2 ~Muorket-bused Offers.

e A Murket SeHer-that-is authorized by HERO o sell clectric senerating capacity al
marhet-hased prives. o that is not required-te-have such authorisabon-may subntt Sell Offers o
PAM Capacity £ redit Markets that specty market-based prives.

6.1.3 Avadubilit-of Capacity Credits-for-Sale

1 Fhe Office of the Interconnection shall determine-the maxubum megawatls of
Capacit—tredib—each Market-Seber—pwn—ofter i o PIN--Capaei—redy
- Market. through vertbication o the avadabthity of megawatls of capaciy
from: fay Capacity Resotrees owited byoor-sinder comtract 10 the Market
Scher: (hy rishis obtained # bilateral transactiors-fed tie resuls of prior PIM
Capacity Uredit Markets: and (dy sich otherdrbormation as may be avatkable
to-the-Ofeeol the Interconnection—the OdTice of the Intercomiection: ay
retect Sell Ofters of -portions of Sell Offes+er Capacity Credits determined
by—Hroto-beavatable for sale:

t———the- O ob-the bnerconnection—hath determine et amoumt of
Capacity Creditmavatlable For sabe- a0 Capacity Credit Market as-of the
begtnnine-oftheperiod durtiewhich-Boav-Bids and-SeH-OHer—areaccepted
For-each-market,  To enable-the Office of the bierconnection to make this
deterntnation. no-hiatersl transactions Jor-eapacty of Capacity Credis
apphcable 1o the pertod—covered by a PIM-Capaettr-Credit Market-will-be
processed from-the beginnizotthe period for submissior-ob Sell Otters and
Biv—Bidsfor-that: market—antt-completion of the-dearng-determination for
that market:--Rrocessing of sueh -bilaterat-transactions wil-recommence once

aHslestorthatmarketare-deented-tinal a~ specifred-below-
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- +t) I order dor a-bikateral transaction for-the-purchase and ~ale of a Capacty

Credit-te-be-processed by the Office of the-Fatereonneetion-both partiesto-the
Hapsac o sast pobbethe Office of the  hiterconpection- of-Hie- transier
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vith -—-Selb- Oeri—aad- Bu—-Bids -shialh be submted- of-withdiawn-via--the  Intermet- shte
desienated: b the-{Hhee- ol thetnterconneetinn—-provided - however, that - # that
hternet ste cannol be accessed at anv tnie during the period specibied it the
foregomg-paragraph. a Sell Offer o Buy Bid may be submitted ef—withdriwn by a
facsimide transmitted-to the smber specified by the Hilice of - the-Iterconection:
6.4 Conduet of PIM-Capretty (reditMavkets.
e haeh bustesse die - following  the submission of Sell Offers and Buy  Bids-in
accordance with the specified -deadhine tor PINE Dathy Capacity Credit Markets, - PIAM Datly
Eapac ity -Credit Yarket s)
-w
-
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will be conducted. A PIM Dindy Capacity Credit Market will clear Sel Ofters aid-Ba-Bids-tor
- Capaetty £ redt for asetherext business dav.-and--bridars-or-the day betore w Holiday . & separate

Daty Capacity Credit Market{~} tor each intervening weekeind day o Hobidavr-shall clearSel-Oders

and Buv Bids tor Capacity Credits for sueh davs

6:4:2— - PV Monthhy Capacity-CGredit-Markets.

--------- ———boHowing—the—subibstor—rSelOdler—and - Buy Bids in accordance with the

speciied deadline for PIM Monthly Capacity Credit Markets:-a -PIM Menthiy Capachy-Credit

MarketwH-becenducted—rehsuch- PR Menthbe Capactty Credit Market will clear Sel Otters

and Bire Bids for Capacity Crediis for use in each of the folowing twelve months.

6.5 ---Murket Clenring Procedures:

H-—— —For pasposes oF the ranh orderireand-market cleiring procedures described below:
the Office of the-bereonmection-will: (2} evaluate all Sell Offers for an Lp-To Block
at the sahe price as one Sell Offer foran Lp-to Block - with-the-quantit—egtiad to the
ot guisntity of-the-equirbe-priced Sell Ofters: and th) eviduate all Buy Buds tor an
Lip-to Block at the savte price as one Buy Bid for it bpte Block—wbr thegraantaty
eyttt Lo the total yuantits of the equav-priced Buy Bids

i) e Office-of the Interconnection wil vk order sl Sell Odters and Buy Bids by
price.  SeH-OHes—wH-besaihed-by lowest price first and then ranked i ascending
price-order,  Bur Bids will be ranked by highest price st and then ranked i
descending prive order—hrthe event that o Market Participant erers one of more Buy
Bids with & prive hivher than the fowest oller price-ot-that-MacketRartcipant’s Sell
Otters. then @l of the Market Pasticipant’s Buy Bids priced hisher than iy lowest

- priced Sel (dter shall be rejecied.

bhF Fhe Office of the thtercomtection will determine the fargest quantity of Sell Offers
and-Buy Bids for wihich the prive of the marginal-Sell-OHer v equal o o less Hun
the price ob-thesnarema-BaHdb—tHhemarket will clear at price speciied-s—the
marginal Sell Odler,

tv} How marginal Selb-Ofter-or Buy Bid-ax i combination of Sell Offers oF Buy Bids
deemed-te-be a-sinule Sell Ofter or Buy Bid for an-bp—oBlockaspectied-ahove:
the gunntty parchised-or-sold will be allocated among the combined Sell Otters oy
Buy Bids i proportion o the gquantities offered-in-cavh-o the combined-Seth- G Ters
BBl

v} Hal Sell Ofters remaining mr the vanh order are at prices higher than-the hishest price
of-arr—Bov—Bid-remainipe-t-the—rank—order-the market-wilb be-cleared—with—+e
tataebor—and @ market Clearmgprcewinotbedetermined:

6.6 Settlement Procedures

———pop-deternation of-the marhet- clearine -pree-tspectiedibove—(aoH-Sel-Otery ot a
prive equal to or fess than the market clearing price and ot teimoved from the rank ordering and for
which there is sulficient Buy Bid-demand at of above the market clearing price will be deemed sokd
at the market clearing price. and all Buy Bids at a price equal to or greater than the market clearing
price and not removed from the rank-ordering and for which there is sulficient Sell Offer suppheat-or
betow-the market clearing price will be deemed satishied at the market clearimg price. with any Hp-lo
Blocks spht and pro-riated as sy be appropriate: and (b) the
-
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aceotnbs-of—Market - Sellers and Market Buver—will be credited o debiteds aucordinghv. - he
forepomu—determmnaton—hal be insde—and—aH—sles and purchases shall be<deemtedHirak—a~-of
speeified tines, ay destenated by the Oflice of the Interconnection on-the day on which each PIv
Capactydharket s conducted.

6.7---- Billing.

——the Office of the {nterconpectnn-hal—prepare—a—biling - staterment for each Market
Participant tecordince with the charges and credits specified #-thisSchedide, and showing the-net
aotnt-te be piaid o recetved-be-einch- Market-Parttetpant- Billing statements for PIM Daly
Capucity Marketr<haH be-rendered following the end of each month-for Capaettr-Gredis boushi-and
sobd-b-the -month just ended. Bithng statements for RIMEonthly Capacity Credit Markets shall be
remdered following the-eidofthe thonth-orwhich e Capacity Credit applies—HHme-statements
sl provide safficient detatk as-specttied in-the PIM Manualbs, 1o alow verthication of the bithing
antouits atdcomplotor—obthe Market-Partiopant s ierigl accounting —-Pavher—obhiientents
shall be made # aceordance with the Agreement,

6.8 Fhne Stundurd:

- AN deadhines Tor the submission of withdrawal oF Sell Offers or Buy Bids, or by other
prirpeses-~pecitied i ties Schedide. shall be deternrined-by-the time observed i the Basers thine
Ae.
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