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1 

COMMON SERVICE PROVISIONS 

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 
Affectcd 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  Transmiss ion 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, lnterconnection 
Customer, or Transmission Owner operates. 

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

1.3A At tachment  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 

1.3C 

1.3D 

1.3E 

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. 

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

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

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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Interconnection Services: Generation lnterconnection Customers may 
request either of  two forms of lnterconnection Service, i.e., 
interconneetion 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 PJM 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 lnterconnection 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 
Intereonnection Customer any right to receive transmission service, under 
Part II or Part III. 

36.1.3Acknowledgement of Generation Interconnection Request: The 
Transmission Provider shall acknowledge receipt of  the Generation 
lnterconnection 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 Intereonnection Request 
to the aeknowiedgement. 

36.1.4 Deficiencies in lntereonnection Request: A Generation Intercormection 
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 lnterconnection Request fails to meet the 
requirements set forth in Section 36.1, the Transmission Provider shall so 
notify the Generation lnterconnection 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 explain that the Generation Intercormeetion Request does not 
constitute a valid request and the reasons for such failure to meet the 
applicable requirements. Generation lnterconneetion 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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Subpart D - INTERCONNECTION RIGHTS 

45 Capacity Interconnection Rights 

45.1 Purpose: Capacity Interconneetion 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 enhancemem 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 lnterconnection 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 lnterconnection 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 
Agreement-South or of  the Reliability Assurance Agreement-West, a 
Transmission Intereonnection 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 lnterconnection Rights. 

45.3 Loss of Capacity intereonnection Rights: 

45.3.1 Operational Standards: To retain Capacity Intercormection 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 
lnterconnection 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 lnterconnection 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 Tariffmay 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, ofan 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 Intereonnection Customer may strike out and initial 
all references to the non-refundable $10,000 deposit. While the deposit 
requirement is waived, the Intercounection 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 comp[eted 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  
lnterconnection 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 lnterconnection Customer along with a System 
Impact Study Agreement. In order to remain in the lnterconnection 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 lnterconnection 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 eases, 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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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. 

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 lnterconnection Queue, the 
Intercennection 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 lnterconnection 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 
lnterconnection 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 lnterconnection 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 lnterconnection 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 lnterconnection 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 execnted granting interim Capacity lnterconnection 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 arc defined, the smaller capacity addition desires to retain the interim 
Capacity lnterconnection Rights, a new Interconnection Service Agreement will 
be executed. 

V 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government Policy 
August 3 I, 2005 

Effective: June 1, 2006 



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

V 

V 

PJM Interconnection, L.L.C. 
FERC Electric Tariff 
Sixth Revised Volume No. 1 

Fourth Revised Sheet No. 219 
Superseding Third Revised Sheet No. 219 

If a new Generation Capacity Resource of  20 MW or less can be quickly 
connected to the system, interim Capacity lnterconnection Rights can be awarded, 
as above, through the execution of a modified Intereonnection 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 
Intereonnection 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 intereonnection of  a new Energy 
Resource o f  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 
Intereonnection 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 to evaluate the impact of  a small Energy Resource addition with res .p,~ct to 
compliance with Applicable Regional Reliability Council contingency crtteria. 
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. 
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111.3 

Once the Feasibility Study is completed, a Feasibility Study report will be 
prepared and transmitted to the lntereonnection Customer along with a System 
Impact Study Agreement. In order to remain in the Interconnection Queue, the 
lmereonneetion Customer must return the executed System Impact Study 
Agreement within 30 days, along with documems 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 Intereonnection Customer 
may strike out and initial all references to the $50,000 deposit. While the deposit 
requirement is waived, the Intereonnection 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. 

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 
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 interconneetion queue, thc 
lnterconnection 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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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 beth 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 o f  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 lnternet-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. 

i .  Genera l  

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 lnterconnection 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 to 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 
atter 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 
Intereonnection 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 Interconneetion 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 Dittribution 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, fi'om energy transactions. 
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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 Int erconnection. 

Co) 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 Assmance Agreement, and 

ii) 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 

ii) 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 rcqu/red to obtain transmission service for 
purchases from the PYM Interchange Energy Market to cover quantity deviations 
from its sales in the Day-ahead 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, operation, planning 
and accounting standards and roquircTnents for the operation of the PJM 
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 ofthe 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 Imerconnection 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 Intercouncction 
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 Intercormection 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, furthez, 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 o f  any obligation incurred under this Agreement. 
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i) Administer the PJM Interchange Energy Market as part of 
the P.tM 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; 

iii) 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 PJM 
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 elect to net the output o f  such resources against its hourly Equivalent Load. 
Such a Generating Market Buyer shall be deemed a buyer from the PJM 
interchange Energy Market to the extent of  its PYM Interchange Imports, and shall 
be deemed a seller to the PJM Interchange Energy Market to the extent o f  its PJM 
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 off.~t 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 derivers energy into the Transmission 
System, it will be paid the locafional marginal price C'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 lnterconnection sources of  energy available for 
operation; supply to the Office of  the Interconnection all applicable Offer Data; 
report to the Office of  the Interconneetion 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 
Intercennection'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 o f  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 Intercennection 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) 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. 

Co) The Office of the lntercennection 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 
Intercennection 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 Intercoonection 
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 
Interconnect]on shall if possible propose alternative schedules with the intent o f  
minimizing the economic impact on the Market Participant o f  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: 

0) Transmission Owners shall submit T i n ' o n  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. 

(ii) T m o n  Owners shall submit notice of  all Transmission 
Planned Outages to the Office of  the Interconoection by the first day 
of  the month preceding the month the outase will commence, with 
updates as new information becomes available. 

V 
Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Governmental Policy 
August 31, 2005 

Effective: June I, 2006 



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

PJM Interconnection, L.L.C. 
FERC Electric Tariff 
Sixth Revised Volume No. 1 

Fourth Revised Sheet No. 351 
Superseding Third Revised Sheet No. 351 

V 

W 

(iii) 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 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 requ~ the 
Transmission Owner to implement an aitemative outage schedule to 
reduce or avoid the congestion. The Office of the lnterconnection 
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 Outages 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, facifities, and equipment. The Transmission Owner shall 
not notify any other Market Participant of such oulage and shall 
arrange any other necessary coordination through the Office of the 
Interconnection. 

In addition, if the Office of the Interconnection determines that transmission maimenunce 
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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V Generator Maintenance Outages 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: 
(i) advise the Office of  the Interconnection of  a Generator Forced Outage 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 lnterconnection 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 PJM 
Region for delivery outside the PJM Region shall furnish to the Office of  the 
Intercormection, 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 ofenergy being delivered. 

1.9.6 Internal Market Buyer Responsibilities. 

Each Internal Market Buyer making a bilateral purehaso covering a period greater 
than the following Operating Day shall furnish to the Office of  the 
Interconnection, in the form and manner specified in the PJM Manuals, 
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Co) In addition to the seasonal verification of all ratings, each 
Transmission Owner shall submit to the Operations Planning Department (or 
successor Deparanent) of the Office of the Intercormection 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 datajusfifying 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 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 lnterconnection 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 trm~mission facilities in the PJM Region 
as may be necessary or appropriate to cnnduct the scheduling and dispatch of the 
PJM Interchange Energy Market and P.tM Region. 

(e) The Office of the Interconnection shall maintain an historical 
database of all transmission facility ratings, and shall revi~v, 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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Intercennection 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 PJM Manuals and the following requirements: 

i) 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; 

ii) 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 Control 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 
lnterconnection and shall contain the information specified in the Office of  
the /ntereonnection's Offer Data specification, as applicable. Market 
Sellers owning or controlling the output o f  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 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. 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 tbe 
Intercenncetion's Offer Data specification, as applicable. Energy offered 
from Generation Resources that have not cleared a Base Residual Auction 
or an Increraental 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 PJM Region. The foregoing offers: 

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

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

iii) 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 Interconneetion 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 PJM 
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 cleated 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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V (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 Intereonnection 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 Conlxol 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; 

ii. The cost increase (in $/MW) in variable operating and 
maintenance costs resulting fi'om 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 tes'ts specified 
in the PYM Manuals. 

(0 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 (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 thereof, for any generation resource with minimum 
notification or start-up requirement greater than 24 hours. 

(g) 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 PJM 
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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must specify amount, location and price, i f  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 o f  the Intercormection 
determines that such limit is required to avoid or mitigate significant 
system performance problems related to bid/offer volume. Notice o f  the 
need to impose such limit shall be provided prior to 10:00 a.m. EPT on the 
day that the Day-abead Energy Market will clear. For purposes o f  this 
provision, a bid/offer segment is each pairing of  price and megawatt 
quantity 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 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 o f  the Incremental Auctions, or owning or 
controlling the output o f  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 o f  
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-abead Energy Market as specified in the 
Economic Load Response Program, provided however, that in the event o f  
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. 

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

(c) Market Participants shall make available their self-scheduled 
rest)taxes to the Office of  the Intereonneetion 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. 

(a) A Generation Cepacity 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 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. 

(b) Energy from a C~aeration 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 OffÉce of  the Intereonneetion 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) External Resources may submit offers to the PJM Interchange 
Energy Market, in accordance with the day-abead 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 o f  
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, i f  selected by the Office 
of  the Interconnection on the basis o f  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) 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 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. 

I.I1.3A 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) 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 Intereonnection 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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4=3 Emergency Energy Purchases. 

The pricing for Emergency energy purchases will be determined by the Office of the 
Intercormection and: (a) an adjacent Control Area, in accordance with an agreement 
between the Office of the Interconneetion and such adjacent Con~'ol 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. 

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 P.IM 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 
defmed 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) If 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 [nterconnection shall make the simultaneous 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 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 fi'om 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. 

INTERREGIONAL TRANSMISSION CONGESTION MANAGEMENT 
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. 

(a) On a periodic basis determined by the Office of the Inter~rmection and 
NYISO, the Office of the Interconnecfion 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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V . 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 

v 

PJM will init iate the  request  for load reduction following the declaration of 
Maximum Emergency Generat ion and prior to the implementat ion of ILR 
Steps 1 and 2. ( Implementat ion of the Emergency Load Response Program 
can be used for regional emergencies.) It  is implemented whenever  
generation is needed t ha t  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 burs t  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 t h a t  the load reduction meter  data  be submit ted  to PJM within 
60 days of the event. I f  the data  are not received within 60 days, no payment  
for part icipat ion is provided. Meter  data  mus t  be provided for the hour  prior 
to the event, as well as every hour  dur ing the  event. 
These data  files are to be communicated to PJM ei ther  via the Load Response 
Program web site or email. Files t h a t  are emafled mus t  be in the PJM- 
approved file format. Meter  da ta  will be forwarded to the EDC and LSE upon 
receipt, and  these par t ies  will t hen  have ten  (10) business days to provide 
feedback to PJM. All load reduction data  axe subject to PJM Market  
Monitoring Uni t  audit.  
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V 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 I.~fvational 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 Interrupt ible  Load for Reliability (ILR) Customer may part icipate 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. I f  the I.~E tha t  submit ted the customer for ILR credit indicates 
tha t  the customer is not eligible for s imultaneous credit under  the Load 
Response program and  ILR is called for concurrent  wi th  the  Load Response 
program, then  payments  will be made to the customer according to the Load 
Response program only for the t ime dur ing 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 ent ire  durat ion 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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PJM LOAD RESPONSE P R O G R A M  

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 BE'I-I'ER 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  T i m e  
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. 

E c o n o m i c  l o a d  Response  Program - Day  A h e a d  
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. 

V 
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q ~ r  PJM shall recover LMP less an amount equal to applicable generation and 
transmission charges from the /SE 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. 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. 

w 
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. 

IRP PORllNG 

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 elictting 
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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w An ILR customer 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-usa 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. 

V 

NoN-PERFOmKa.NCE 

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 

S a m e  as real time. 
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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 

(ii) (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 Co) ((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 L'Lmit less any unpaid billed and unbilled amounts 
owed to PJM, plus any current month unhilled amounts owed by PJM to the 
Member/Participant, less any credit required for FTR or other credit requirement 
determinants as defmed 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 o f  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 Reliability 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 Reliability Pricing Model Auction 
based on any Capacity Resource for which there is a materially 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; (iii) 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 CredR Requirement 

For any resource specified in Section IV.A, the credit requirement shall be the RPM 
Auction Credit Rate, as provided in Section IV.D, times the mcgawatts 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 o f  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 periodically, 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 mcgawatts o f  such Demand Resource 
that the Resource Provider qualifies as a Capacity Resource, in 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 o f  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 bc reduced to 50% of  the amount calculated under Section W.B beginning 
as of  the effective date of  an Interconnection Service Agreement, and shall be 
reduced to zero on the date of  commencement of  Interconncction 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 PJM 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: 

& For a Base Residual Auction for a Delivery Year, the Auction Credit Rate for each 
Season shall be the marginal value of  system capacity dcterm/ned in the Base 
Residual Auction for the same Season of  the prior Delivery Year, times the number of  
days in such Sesson, times the Maximum Price Exposure factor descn'bed 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 l~ogramming, and shall 
be posted prior to the auction. 
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b. 

For any Incremental Auction for a Delivery Year, the Auction Credit Rate for each 
Season shall be the marginal value o f  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. 

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 
o f  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 o f a  supplier's offers which cleared in that auction. 

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

. 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*/0 confidence based on PJM's market simulations. 

. 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. 

. 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 preced/ng calendar years. 

V 

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. I f a  supplier has a history ofbeing 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 security in 
a PJM approved form and amount according to the guidelines below. Acceptable forms of 
Financial Security include cash deposits and Icttcrs of credit. 

V 
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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. 

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 leRer of  credit. If the letter of  credit varies in any way 
from the PJM format, it must first be reviewed and approved by PJM. All costs 
associated with obtaining and maintaining a letter o f  credit and meeting the policy 
provisions are the responsibility of  the Applicant/Participant/Member 

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

VI. EVENTS OF DEFAULT 

Failure to comply with this policy (except for the responsibility o f  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 
lnterennneetlon, L.L.C. and §I.7.3 of  the PJM Open Access Transmission Tariff, 
non-compliance with the PJM Credit Policy is an event of  default 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. 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 o f  defanlt 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 ofPJM Interconneetion, L.L.C., the PJM 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  Guaran ty  - 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  ereditworthiness. 

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 PJM as 
security 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, material is defined in §I.B.3, Material Changes. For the 
purposes herein, the use of  the term "material" is not necessarily synonymous with use o f  
the term by governmental 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 HI 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 h pertains to monthly market activity. Should other markets be formed such 
that Participants may incur future Obligations in those markets, then the aggregate 
amount o f  those Obligations will also be added to the Net Obligation. 

V 
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ATTACHMENT Y 

V 

Reliability Pricing Model 

1. INTRODUCTION 

This Attachment sets forth the tea'ms 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; 

0s) 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 reliability of  the PJM 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 PJM 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; 

(0 measures to identify and mitigate capacity market structure deficiencies; and 

(g) a Reliability Backstop mechanis~n to ensure that sufficient generation, transmission 
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 ILR Provider under section 1 I. 

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 Load 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 PJM Manuals, minus the EFORd 
Offer Segment. If the Sell Offers o f  multiple Market Sellers are based on a single existing 
Generation Capacity Resource, the Base Offer Segments of  such Market Sellers shall he 
determined pro rata based on their entitlements to Unforced Capacity from such resource. 

2.5 Base ResMual 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 o f  the Unforced Capacity Obligation o f  the PJM Region not satisfied through Self- 
Supply. 

2.6 Buy Bid 

"Buy Bid" shall mean a bid to buy Capacity Resomr, es in the First Incremental 
Auction or Third Incremental Auction. 

AssurRnee 
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2.8 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. 

2.9 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 Locafional Price Adder, if any, included in the Zonal Capacity Price calculated for a 
Locafional Delivery Area. 

2.10 Cmt of New Fattry 

"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 Dally Unforced Capacity Obligation 

"Dally 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 I through November 30); Winter 
(December 1 through February 28); or Spring (March 1 through May 31). 

W 

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 detmmined 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 Faetor 

"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 EFORd Offer Segment 

"EFORd Offer Segment" shall mean a component of a Sell Offer permitted under 
section 6 to address the potential for changes in EFORd 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 PJM 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. 

V 

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 Intereonnection 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 lnterconnection Customer or Transmission Intercounection Customer 
obligated to fund a transmission facility or upgrade, to the extent such upgrade or facility 
increases the tyansmission import capability into a Locational Deliverability Area. 

2.32 lnterruptlble Load for Reliability (1LR) 

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

2.33 Load Following Requirement 

"Load Following Requirement" shall have the meaning specified in the Reliability 
Assurance Agreement. 

2.34 Load Following Resource 

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

2.35 Load Serving Entity (LSE) 

"Load Serving Entity" or"LSE" shall have the meaning specified in the Reliability 
Assurance Agreement. 

2.36 Locattonal Deliverability Area (LDA) 

"Locational Deliverability Area" or "LDA" shall mean a geographic area within 
the PJM Region that has limited tnmsmL~sion capability to import capacity to satisfy such area's 
reliability requirement, as determined by the Office of the Intereonnection in connection with 
preparation of the Regional Transmission Expansion Plan. 
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2.37 I,ocational Deliverability Area Reliability Requirement 

"l.ocational Deliverability Area Rcliabilit} Requirement'" shall mean the projected 
internal capacity in the Locational Deliverability Area ph, s the Capacity Emergency "l'ranstbr 
Objective for the l)elivcry Year, as determined by the Office of the Interconncctiun iD connection 
with preparation of the Regional Transmission Expansion Plan. 

2.38 Locational Deliverabili~ Requirement 

"l.ocational 1)cliverability Requirement" shall mean the rcqt,iremcnt for tlnlbrccd 
Capacity to mcct the needs of load located in an I.DA, as determined in accordance v, ith Schedule 
10.1 of the Rcliability Assurance Agreement. 

2.39 I.ocational Price Adder 

"'l_.ocational Pricc Adder" shall mean an addition to the marginal value of Untbrccd 
Capacity within an I.I)A as necessary to reflect the price of(Tapacity Rcsourccs rcqt, ircd to relieve 
applicable binding locational constraints. 

2.40 Loeational Reliability Charge 

"l.ocational Reliability Charge" shall have thc meaning spccificd in thc Reliability 
Assurance Agreement. 

2.41 Capacit) Market Buyer 

"'Capacity Market Buyer" shall mean a Membcr that submits bids to buy (Sapacity 
Resources in the First Incremental Auction or Third Incremental Auction. 

2.42 Capacity. Market Seller 

"Capacity Market Seller" shall mean a 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 

and 
"Net Cost of New Entry" shall mean the Cost of New E'ntry minus the Net Energy 

Ancillary Service Revenue Offset, as defined in Section 5. 
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2.44 Nominated Demand Resource Value 

"Nominated 1)emund Resource Value" shall mc,'m tile amount of  load reduction 
that a l)emand Resource commits to provide either through direct load control, tkm scr','ice level 
or guaranteed load drop programs. For existing Demand Resources. the maximum Nominated 
Demand Resource Value is limited, in accordance with tile PJM Manuals, to the value 
appropriate for the method by which the load reduction 'xould be accomplished, at the time the 
Base Residual Auction or Incremental Auction is being conducted. 

2.45 Nominated l l ,R Value 

"Nominated II,R Value" shall mean the amount of load reduction that an II.R 
resource commits to provide either 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 II.R is certified. 

2.46 Opportunity Cost 

"Opix~rtunity Cost" shall mean a component of  the Market Seller Offer Cap 
calculated in accordance with section 6. 

2.47 Peak Season 

'h "Peak Season" shall mean the weeks containing the 24" through 36' Wednesdays 
of the calendar year. l:'ach such wcck shall begin on a Monday and end oil the tbllowing Sunday, 
except for the week containing the 36 ~h 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 Agreement. 

2.50 Planned Generation Capacity Resource 

"l'lanned Generation Capacity Resource" shall have the meaning specified in the 
Reliability Assurance Agreement. 

Agreement. 
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2.52 PJM Region Installed Reserve Margin 

"'PJM Region Installed Reserve Margin" shall have the meaning specilied in the 
Reliability Assurance Agrccmcnt. 

2.53 PJM Region Peak Load Forecast 

"PJM Region Peak 1,oad Forecast" shall mean the peak load fbrecast used by the 
Office of the Intcrconnection m detcnnining the PJM Region Reliability Requirement, aml shall 
be determined on both a preliminary and final basis as set forth in section 5. 

2.54 PJM Region Reliability Requirement 

"'PJM Region Reliability Requirement" sh',.dl mean. for purposes of the Base 
Residual Auction, the Forecast Pool Requirement muhiplied by the Preliminary PJM Region Peak 
Load Forecast; and, fbr purposes of the Second Incremental Auction, the Forecast Pool 
Requirement multiplied by the Final PJM Region Peak Load Forecast. 

2.55 Projected PJM Market Revenues 

"Projected PJM Market Revenues" shall mean a component of the Market Seller 
Offer Cap calculated in accordance with section 6. 

2.56 Qnali~'ing Transmission Upgrade 

"Qualifying Transmission Upgrade" shall illCan a proposed enhancement or addition 
to the Transmission System that: (a) will increase Import Capability into an LDA by a mcgawatt 
quantity certified by the Office of the lnterconnection; (b) the Office of the Interconnection has 
determined will be in service on or bcfbre the commencement of the first Delivery Year for which 
such upgrade is the subject of a Sell Offer in the Base Residual Auction; and (c) a Generation 
lnterconnection Customer or Transmission Interconnection Customer is 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 file with FERC a.s PJM 
Intcrconnection, L.L.C. Rate Schedule FERC No. 42. 

2.58 Reliability. Pricing Model Auction 

"Reliability Pricing Model Auction" shall mean the Base Residual Auction or any 
Incremental Auction. 
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2.59 Reference Resource 

"'Reference Resource'" shall mean a combustiDn turbine, identified by manufacturer 
and model number, that is reasonably representative of new generating units that could bc proposed 
for construction in the PJM Region, mad for which reliable data is available to permit the calculation 
of the Cost of New Entry and the Net Energy and Ancillary Set-vice Revenue Offset, in accordance 
with Section 5. 

2.60 Capacity Resource Clearing Price 

"'Capacity RcsDurce Clcaring Price" shall inezm the price calctdated for a Capacity 
Resource that offered and cleared in a Base Residual At, ction or Incremental Auction, in 
accordance with Section 5. 

2.61 Resource Operational Reliability Requirement 

"'Resource Operational Reliability Requirement" shall mean the l.oad Following 
Requirement or tim Thirty-minute Start Requircmcnt. 

2.62 Resource Substitution Charge 

"'l,lcsource Substitution Charge'" shall mean a charge assessed oil Capacity Market 
Buyers in a First Incremental Auction or Third Incremental At, ction to rccnver the cost of 
replacement Capacity Resources. 

2.63 Operational Reliability Load Price Adder 

"'Operational Reliability Load Price Addcr" 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 Operational Reliability Resource Price Adders paid to Market Sellers for 
Capacity Resources committed to satisfy applicable Resource Operational Rcliability Requirements. 

2.64 Operational Reliability Resource Price Adder 

"Operational Reliability Resource Price Adder" shall mean a component of the 
Capacity Resource Clearing Price, in addition to the marginal value 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 requirement. 
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2.65 Second Incremental Auction 

"'Second Incremental Auction" shall mean an auction conducted pursuant to 
Section 5, to secure the commitment of Capacity Resources as necessary to satisfy an increase in 
the PJM Region Peak I,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 Model Auction, and used to mcct 
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 bc committed regardless of clearing price. An I.SE may submit a Sell Offer with a 
price bid for an owned or contracted Capacity Resource, but such Sell Offer shall not bc dccrncd 
"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 P, esidual 
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 undcr certain conditions, as determined in accordance with Section 6. 

2.69 Third Incremental Auction 

"'Third Incremental Auction" shall mean an auction conducted pursuant to Section 
5, in which Market Sellers that committed Capacity Resources in the Base Residual, First 
Incremental, or Second Incremental Auction for a Delivery Year, which subsequently are 
detcrmined 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 specified 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 

"" I ransition Period" shall me~m the tbur-year period consisting of the Delivery Years 
commencing June 1. 2006, June 1,2007, June 1,2008, and Jr, no 1,2009. 

2.73 Unforced Capacity 

"t.'nforccd ('apaciD'" shall have the meaning specified m the Reliability Assurance 
Agreement. 

2.74 Zonal CapaciD' Price 

"'Zonal Capacity Price" shall mean the clearing price rcqt, ired in each Zone to 
meet the demand tbr Unforced Capacity and satisfy Locational Deliverability Requirements and 
Resource Operational Reliability Requirements tbr the LDA associated with such Zone. 

3. RESPONSIBIIJTIES OF THE OFFICE OF THE INTERCONNECTION 

3.1 Support for Self-Supply 

The Ofticc of  tile lnterconncction shall (a) support electronic tools to facilitate 
communication by Market Scllcrs and Market Bt, yers of  infommtion to the Office of  the 
Interconncction concerning Self-Supply arrangements; (b) support an electronic bulletin board 
providing a forum for prospective buyers and sellers to transact Capacity Rcsnurces outside the 
Reliability Pricing Model Auctions, in accordance vdth procedures set torth in the PJM Manuals; 
and (c) define one or more capacity trading hubs and determine and publicize vah, es tbr such hubs 
based on the capacity prices dctcrmined tbr one or more Locational Deliverability Areas, in 
accordance with the 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  the Base Residual 
Auction and Incremental Auctions shall include, but not be limited to, the following: 

a). Determining the qualification of entities to become Capacity Market 
Sellers and Capacity Market Buyers; 
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b). l)etennining l.ocatinnal Deliverability Areas; 

c). Determining PJM Region Pcak I.oad Forecasts and Locational 
Deliverability Arca Reliabilty Requirements; 

d) Determining ILR Forecasts; 

c). Dctemlining the necd, if any, for a Sccond Incremental Auction and 
calculating the PJM Region l'cak Load Forecast tbr use in such auction; 

f). Calculating the EFORd for each Generation Capacity Resource in the PJM 
Rcgion to bc used in the Third Incremental Auction; 

g). Receiving Buy Bids and ScI1 Offers, detcrmining Locational 
Deliverability Requirements, Resource Operational Reliability Requirements, and 
Variable Resource Requirement Cu~'es. and dctcn'nining the clearing price that 
reflects all such inputs; 

tl). 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. 

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

j). Posting of  selected non-confidential data used in Reliability Pricing Model 
Auctions to calculate clearing 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 Operating Agreement, publish the following: (i) Zonal Capacity Prices for each LDA; (ii) 
(ii) Capacity Resource Cleating Prices for each 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 site through the end of the Delivery Year to which such auctions apply. 
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4. GENERAl,  PROVISIONS 

4.1 Capacity Market Sellers 

Only Capacity Market Sellers shall be eligible to st,bmit Sell Offers into the Base 
Rcsidual Auction and Incremental At, ctions. Capacity Market Sellers shall comply with thc 
terms and conditions of all Sell Offers, as established by the Office of  the lntcrconncction in 
accordance with this Attachment and the Operating Agrccnmnt. 

4.2 CapaciD" Market Buyers 

Only Capacity Market Buyers shall bc 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 established by the Office of  the Intcrcomaection in 
accordance with this Attachmcnt and the Operating Agreement. 

4.3 Agents 

A Capacity Market Seller may participate in the Base Residual Auction through 
an Agent, provided that the Capacity Market Seller informs the Office of  the Intcrconnection in 
advancc in writing of the appointment and authority of  such Agent. A Capacity Market Buyer 
may participatc in a First Incremental Auction or a Third Incremental Auction through an Agent, 
provided that the Capacity Market Buyer informs the Office of  the lntcrcDnnection in advance in 
writing of the appointment and authority of  such Agent. A Capacity Market Buyer Dr Capacity 
Market Seller participating in such an auction through an Agent shall be bound by all of  the acts 
or rcprcsentations of such Agent with respect to transactions in such atmtion. Any written 
instrument establishing the authority of  such Agent shall provide that any such Agent shall 
comply with the requirements 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 Seller 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 Agreement, and the Reliability Assurance Agreement, and all procedures and 
requirements for the conduct of  the Base Residual and Incremental Auctions and the PJM Region 
established by the Office of  the Interconnection in accordance with the foregoing. 
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4.5 Confidentiality 

The following information submitted to the Office of  the lntcrconncction in 
connection with any Base Residual Auction, Incremental Auction, or Reliability Backstop 
Auction shall bc dccmcd confidential infDrmation for purposes of  Section 18.17 of the Operating 
Agreement: (i) the terms and conditions of the Sell Offers and Buy Bids; and (ii) the tcmls and 
conditions of  any bilateral transactions tor Capacity Resources. 

5. CAPACITY RESOURCE COMMITMENT 

5.1 Introduction 

In accordance with the Reliability Assurance Agreement, each Load Serving 
Entity is obligated to pay a Locational Reliability Charge for each I.DA in which it serves load 
based on the Daily Unforced Capacity Obligation of its loads in such LDA. An LSE may offset 
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 Base Residual Auction or, if one is conducted, a Second 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 three months prior to the start of  
the Delivery Year; (d) receiving payments from Capacity Transfer Rights; or (e) offering 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 Resource as Self-Supply tbr a Delivery year by submitting a Sell Offer for such rcsource 
in the Base Residual Auction in accordance with the procedure and time schedule set forth in the 
PJM Manuals, except that the LSE shall indicate its intent in the Sell Oftbr 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 
Section 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 Resom'ce Requirement Curve, a Load Serving Entity may submit a Sell 
Offer with a contingent designation of a portion of its Capacity Resources 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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5.3 Commitment of Contractually Purchased Capacity Resources 

A Load Scp,ing Entity that has purch~ksed the right to the capacity output Df a 
generation resource and desires to commit such fight as a Capacity Resource for a Delivery Year 
shall bc considered a Capacity Market Seller. Such an I,SE must submit a Sell Offer in the Base 
Residual Auction tbr such Delivery Year, in accordance with the procedure and time schedule set 
forth in the PJM Manuals. In such Sell Offer, the Capacity Resource offered by the I.SE may bc 
submitted as Self-Supply or with an offer price. 

5.4 Reliabili~" Pricing Model Auctions 

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

a). Base Residual Auction. PJM shall conduct for each Season of a Delivery 
Year a Base Residual Auction to secure comnaitmcnts nfCapacity Resources as needed to satisfy 
the portion of the Final RTO UnfDrced Capacity Obligation not satisfied through Self-Supply of 
Capacity Resources tbr such Delivery Year. All Sclf-Suf, ply Capacity Resources must be 
offered in the Base Residual Auction. As set fDrth in section 6.6, all other Capacity Resources, 
and certain other existing generation resources, must be offered 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 Year. "l'hc cost of payments to 
Capacity Markct Sellers for Capacity RcsDurces that clear such auction shall bc collected from 
l.oad Serving Entities through the l.ocational Reliability Chargc during such Delivcry Year. 

b). First Incremental Auction. 

PJM shall conduct for each Season of a Delivery Year 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 
uced to purchase replacement Capacity Resources may ~u-ise from resource retirement, resource 
cancellation or construction delay, resource derating, EFORd increase, a decrease in the 
Nominated Demand Resourcc Value of a Planned Demand Resource, delay or cancellation of a 
Qualifying Transmission Upgrade, or similar occurrences. ]'he 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 Period, the First Incremental Auction shall be conducted in the month of June that is 
twenty-three months prior to the start of the Delivery Year. 
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c). Second lncrculcntal Auction. 

PJM shall condt,ct for each Season of any Delivery Year a Second Incremental 
Auction if necessary to secure additional commitments of Capacity Resource to satisfy an 
increase in the Unforced Capacity Obligation of the PJM Region duc to a load forecast increase. 
Such auction shall be conducted only if the Final RTO Unforced (?apacity Obligation less the 
Forecast II.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 
mcgawatts clearcd in thc Base Rcsidt, al Auction for such Delivery Year. If held, the Second 
Incremental Auction shall be conducted in the month of April that is thirteen months prior to the 
start of such l)clivcry Year. The cost of payments to Market Sellers for Capacity Resources 
cleared in such auction shall bc collcctcd from 1.oad Se~'ing Entitics through an adjustment to 
the Locational Reliability Charge for such Delivery Year. 

d). Third Incremcntal Auction. 

PJM shall conduct for each Season of a Delivery Year a Third lncrcmcntal 
Auction to allow Capacity Market Sellers that committed Capacity Rcsources in the Base 
Rcsidt, al Auction, First Incremental auction, or Second Incremental Auction for such Delivery 
Year to submit Buy Bids for replacement Capacity Rcsourccs. The need to purchasc 
replacement Capacity Resources may arise from resource retirement, rcsot, rcc cancellation or 
construction delay, resource dcrating, EFORd increase, a decrease in the Nominated Demand 
ResDurce Valuc of a Planncd Demand Resource, delay or canccllation of a Qualifying 
Transmission Upgrade, or similar occurrcnccs. The cost ofpaymcnts to Capacity Market Sellers 
for Capacity Resources that clear such auction shall bc collectcd from Capacity Markct Buyers 
that purchase replacement Capacity Resources in such auction. Except during the Transition 
Period, the Third Incremental Auction shall bc conducted in the month of January that is four 
months prior to thc start of such Delivery Year. 

5.5 Eligibility for Participation in RPM Auctions 

A Capacity Markct Seller may submit a Sell Offer for a Capacity Resource in a 
Base Residual or Incremental Auction only if  such seller 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 wishes to offer the Capacity Resource as a Thirty-minute Start 
Resource or Load Following Resource, the resource must bc certified as such by the Office of  
the Interconneetion in accordance with Schedule 9.1 of  the Reliability Assurance Agreement. 
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5.6 Sell Offers 

Sell Offers shall bc submitted or withdrawn via the intcrnet site designated by the 
Office of  the Intcrconncction, in accordance with the procedures and time schedule set forth in 
the PJM Manuals. 

5.6.1 Specifications 

A Sell Offer shall state quantities in increments of  0.1 
specify, as appropriate: 

mcgawatts and shall 

a). Identification and location of the Generation Capacity Resource or 
Demand Resource oil which such Sell Offer is based; 

b) the period 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 section 
6. of  this Attachment, but may vary its offer price by Season; 

ii), a Generation Capacity Resource located outside the PJM Region may 
vary both its offer price and its offered megawatts of  Untbrccd Capacity 
by Season; 

iii) a Demand Resource may offer its Nominatcd Demand Resource Value 
either for the entire Delivery Year or for the Summer Season, but may not 
separately offer such value for the Fall, Wintcr, or Spring Seasons; and 

iv) a Qualifying Transmission Upgrade may offer its increase in Import 
Capability only for the entire Delivery year; 

c) Minimum and maximum megawatt quantity of  Unforced Capacity that the 
Capacity Market Seller is willing to offer, or designate as Self-Supply, from a Generation 
Capacity Resource; 

i). Price, in dollars and cents per mcgawatt-day, that will bc 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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ii). Minimum and maximum mcgawatt quantity of ' l  hirty-minutc Start 
Resource and/or l.oad Following Resource Capability that such 
Generation Capacity Resource will provide. Such quantities must be no 
greater than the Base Offer Segment. 

iii) The Sclt Offer may take the form of an offer curve with varying 
price-quantity pairs for varying output levels from the underlying 
rcsource. If the Capacity Market Seller wishes to include an EFORd Offer 
Segment, then the Sell Offer shall indicate the quantity level 
COtTCsponding to the Base Offer Segment. 

d). I-FORd of each Generation Capacity Resource offered. 

i). If a Capacity Market Seller is offering such resource in a Base 
Residual Auction, First Incremental Auction, or Second Incremental 
Auction, the Capacity Market Seller shall specify the EFORd to apply to 
the offer. 

ii). If a Capacity Market Seller is committing the resource as Self- 
Supply, the Capacity Market Seller shall specify the EFORd to apply to 
the commitment. 

iii). The EFORd applied to the Third Incremental Auction will bc the 
final FFORd established by the Office of  the lnterconnection six (6) 
months prior to the Delivcry Year, based on the actual EFORd 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 each Demand Rcsourcc. 
offered. The Office of  the lntcrcolmection 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 Seller is willing to sell 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 
price 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 the Office of  the 
Interconncction; and the source and sink LDAs. 
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5.6.2 Compliance ~vith PJM Credit Policy 

Capacity Market Sellers shall comply with the provisions of the PJM Credit 
Policy as set forth in Attachment Q to this "l'arift; including the provisions specific to the 
Reliability Pricing Model, prior to submission of Sell Offers in any Reliability Pricing MDdel 
Auction. 

5.6.3 Demand Resources 

A Sell 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 l)elivery Year pursuant to 
section 6 shall not be eligible to set the clearing price in any Base Residual or Incremental 
Auction. A Sell Offer based on a Demand Resource shall not receive any Operational Reliability 
Resource Price Adder. 

5.6 . -  Quali~ingTransmission Upgrades 

A Qualifying "l'ransmission Upgrade may not be the subject of  any Sell Offer in a 
B~,sc Residual Auction unless it has bccn approved by the Office of  the Intcrconncction, 
including certification of the incrcasc in Import Capability to be provided by such Qualifying 
Transmission Upgrade, no later than 45 days prior to such Base Residual Auction. No such 
approval shall bc granted unless, at a minimum, a Facilities 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 Seller authorized by FERC to sell electric 
generating capacity at market-based prices, or that is not required to have such authorization, 
may submit Sell Offers that specify market-based prices in may Base Residual Auction or 
Incremental Auction.. 

5.6.5 Availability of Capacity Resources for Sale 

a). The Office of  the Interconncction shall determine the maximum quantity of  
megawatts of  Unforced Capacity each Market Seller may offer in any Base Residual Auction or 
Incremental Auction, through verification of the availability of  megawatts of  Unforced Capacity 
from: (i) 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 (iii) such other information as may be 
available to the Office of  the Interconnection. The Office of  the Interconnection shall reject Sell 
Offers or portions of Sell Offers for Capacity Resources determined by it not to be available for 
sale. 
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h). The Office of  the Interconnection shall detemfine the maximum amount of  
Capacity Resources available for sale in a Base Residual Auction or Incremental Auction as of  
the beginning of the period during which Buy Bids and Sell Offers arc accepted for each market, 
as applicable, in accordance with the time schedule set tbrth in the PJM Manuals. To enable the 
Office of  the Interconncction to make this determination, no bilateral transactions for Capacity 
Resources applicable to the period covered by an auction ,,','ill be processed from the beginning 
of  the period for submission of Sell Offers and Buy Bids, as appropriate, tbr that auction until 
completion of the clearing determination for that market. Processing of such bilateral 
transactions will rcconvcne once clearing for that auction is completed. 

c). In order lbr a bilateral transaction for the purchase and sale of  a Capacity 
Resource to be processed by the Office of  the lnterconnection, both panics to the transaction 
must notit~' the Office of  the Intcrconnection of the transfer of  the Capacity Resource from lhe 
seller to the buyer in accordance with procedures established by the Office of  the Intcrconnection 
set forth in the PJM Manuals. 

5.7 Buy Bids 

Buy Bids shall be submitted only in a First Incremental Auction or Third 
Incrcmcntal Auction. Buy Bids shall specify, as appropriatc: 

a). The quantity of  Unforced Capacity desired, in increments of  0.1 
mcgawatt; 

b) that the Buy Bid is applicable for the entire Delivery Year, or thc 
Season(s) to which it is applicable ; 

c). The maximum price, in dollars and cents per mcgawatt per day, that will 
be paid by the buycr 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 

e). 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 the Base Residual Auction for such Qualifying 
Transmission Upgrade. 
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requirements: 

5.8 Submission of Sell Offers and Buy Bids 

Submission of Sell Offers and Buy Bids shall be subjcct to the following 

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

b). A Buy Bid that fails to specify price shall be rejected by the ()fficc of  thc 
IntcrcoDnection. A Sell Offer that fails to either designate such offer as self- 
scheduled or to specify an offer price shall be rejected by the Ofticc of  the 
lnterconncction 

c). All Sell Offers and Buy Bids must be received by the Office of  the 
lntcrconncction dr, ring a specified period, as determined by the Office of  the 
lnterconncction, in accordance with the I'JM Manuals. A Sell Offer or Buy Bid 
may bc withdrawn by a notification of withdrawal received by the Office of  the 
lnterconncction at any time during the foregoing period, but may not be 
withdrt, wn after such period. 

d). Sell Offers or Buy Bids shall be submitted or withdrawn via the Interact 
site designated by the Office of  the Interconncction; provided, however, that if the 
Intcrnct site cannot be accessed at any time during the period specified for the 
applicable at,ctinn, 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 
Intercnnnection in the PJM Manuals. 

c). Sell Offers must bc based on the Capacity Market Seller's Capacity 
Resource position at the opening of  the auction's bidding window. 

1) The Office of  the Interconnection shall accept a Sell Offizr only up to the 
megawatt amount of  Unforced Capacity of  Capacity Resources owned or 
controlled by such Capacity Market Seller that has not previously been committed 
for all or any part of the applicable Delivery Year. 

g). 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 Starl Resource; 
provided, however, that no more than one such alternative offer may clear the 
auction. 
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5.9 Time Standard 

All deadlines ff)r the submission or withdrawal of  Sell Offers or Buy Bids. or ff~r 
other purposes specified in tiffs Attaclnnent, shall bc detcrinined by the prevailing time observcd 
in the l!astem Time zone. 

5.10 Auction Clearing Requirements 

The Office of  the Intcrconnection shall clear each Base Residual Auction and 
Incremental Auction tbr a Delivery Year in accordance with the following: 

a). Variable Resource Requirement Curve 

The ()ffice of  the Interconnection shall detemfine Variable Resource Requirement 
Curves for the PJM Region and for each l,ocational Deliverability Area for such Delivery Year 
to establish thc level of  Capacity Resources that ,,,,'ill provide an acceptable lcvel of  reliability 
consistcnt with the Reliability Principles and Standards. The requirement applicable to a 
Delivery Year shall bc used for each Season of sucb Delivery Ycar. It is recognized that the 
variable resource requirement reflected in the Variable Resource Requirement Curve can result in 
an optimized auction clearing in which tbe lcvcl of  Capacity Rcsources committed for a Delivcry 
Year exceeds thc PJM Region Reliability Requiremcnt (less the Forccast RTO II,R Obligation) or 
Locational Deliverability Arca Reliability Requirement (less the Forecast Zonal II,R Obligation for 
thc Zones asscu:iated with such LDA) for such Delivery Year. 

i). Methodology to Establish the Variable Resource Requirement 
Curve 

Prior to the Base Residual Auction, in accordance with the schedule in the 
PJM Manuals, the Office of the Interconnection shall establish Variable 
Resource Requirement Cur,,'es for the PJM Region and each LDA a.g 
follows: 

• Each Variable 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; 

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 
(I), (ii) a straight line connecting points (1) and (2), and (iii) a straight 
line connecting points (2) and (3), and then cutting off the third such line 
with a vertical line extending from point (4) on the x-axis, which vertical 
line shall form the last segment of  such curce, where: 
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t:or point (1), price cquals: (tv,o times the Cost of New Entry 
minus the Nct Energy and Ancillary Scrvicc Revenue Offset) 
divided by (one minus thc pool-wide average EFORd) and 
Unforced Capacity equals: [the PJM Rcgion Reliability 
Requirement multiplied by (100% plus thc approved PJM 
Region Installed Reserve Margin ("IRM")% minus 3%) divided 
by (100% plus IRM%)J minus the |:orccast RTO I I,R Obligation; 

For point (2), pricc equals: (the Cost of New l-ntry minus thc Net 
Encrgy and Ancillary Service Revenue Offset) divided by (onc 
minus the pool-wide average EFORd) and Unforced Capacity 
equals: [the PJM Region Reliability Requirement multiplied by 
(100% plus IRM% plus 1%) dividcd by (IO0% plus IRM%)] 
minus the t:orccast RTO ILR Obligation; 

Issued By: 
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l:or point (3), price equals zero and Unforced Capacity equals: 
[thc PJM Rcgion Reliability Rcquiremcnt multiplied by (100% 
plus IRM% plus 14%) divided by (100% plus IRM%)] minus 
the Forecast RTO ILR Obligation; and 

• For point (4), price equals zero and Unforced Capacity equals 
[PJM Region Reliability Requirement multiplied by (1t)0% 
plus the approved IRM% plus 5%) divided by (100% plus 
approved IRM %) minus the Forecast RTO ILR Obligation. 

The same process shall be used to establish the Variable Resource 
Requirement Curve for each LDA, except that the Locational 
Deliverability Area Reliability Requirement for such LDA shall be 
substituted tor the PJM Region Reliability Requirement, and the Forecast 
Zonal ILR Obligation for the Zones associated with such LDA shall be 
substituted for the Forecast RTO ILR Obligation. 

ii). Procedure for ongoing review of Variable Resource Rcquiremcnt 
Curve shape 

At least every three years, 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. Based on the results of such 
revicw, PJM shall prepare a recommendation to either modify or retain the 
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existing Variable Resource Requirement Curve shape. The Office of the 
Intcrconncction shall post lhc recommendation and shall review the 
recommendation through the stakeboldcr process to solicit stakeholder input. 
If a modification of the Variable Resource Requirement Curve shape is 
recommcndcd, the tbllowing process shall be followed: 

A). If tim Office of the lntcrconnectinn determines that 
the Variable Resource Requirement Curve shape should be 
moditied, Staff of the Office of the lntcrconncction shall 
propose a new Variable Resource Requirement Cun'e 
shape on or before November 1, prior to the conduct of the 
Base Residual Auction for the first Delivery Year in v,'hich 
the new values would be applied. 

B). The PJM Members shall review the proposed 
inodification to the Variable Resource Requirement Curve 
shape. 

C). The PJM Members shall either vote to endorsc the 
proposed modification, to propose alternate moditications 
or to recommend no modification by January 1, prior to the 
conduct of the Base Residual Auction for the first Delivery 
Year in which the new values woukt bc applied. 

D). The PJM Board of Managers shall consider a 
proposed modification to the Variable Resource 
Requirement Curve shape, and the Office of the 
Interconnection shall file any approved modified Variable 
Resource Requirement Curve shape with tile FERC by 
January 31, prior to the conduct of the Base Residual 
Auction for the first Delivery Year in which tile new values 
would be applied. 

iii). 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 each Locational Deliverability Area shall be 
determined based upon the Transmission Owner zones that comprise such 
Locational Deliverability Area, as provided in the table below. If an I.DA 
combines transmission zones with differing Cost of New Entry values, the 
lowest such value shall be used. 
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Geographic Location Within the 
PJM Region Encompassing These 

Zones 

PS, JCP&I., AE, PECO, 15PL, RECO 

PPl., BGE, PEPCO, MetEd, Penelcc, 
AI'S, UGI, DQL 

Cost of New Entry 

in S/MW-I)ay 

198 

203 

AEP, DDminion, Dayton, CornEd ~ 202 

L L 

V 
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iv). Net Energy and Ancillary' Market Rcvenuc Offset 

A) The Office of  the Intcrconnection shall detcmmm the Net Energy 
and Ancillary Market Revenue Offset each year for the PJM Region as (A) 
the annual average of the revenues that would have bccn received by the 
Reference Resource during thc six calendar years preceding the time of 
thc detcmfination, based on (1) the heat rate, variable cost, and other 
characteristics of  st, ch Reference Resource; (2) fuel prices reported during 
such pcriod at an appropriate pricing point for the PJM Region, with a fuel 
transmission adder appropriate for such region, as set forth in the PJM 
Manuals. and actual PJM hourly average Locational Marginal Prices 
recorded in the PJM RcgiDn during such six-ycar period; and (3) an 
assumption that the Reference Resource would bc dispatched whenever 
the PJM Region-average LMP is greater than the delivered fuel cost and 
variable operation and maintenance cxpenses of  such resource (where 
such expenses are assumed to equal S5.00 per MWh); plus (B) ancillary 
service revenues of S2,254 per MW-year.  

B) The Office of  the Interconnection also shall determine a Net 
Energy and Ancillary Market Revenue Offset each year for each sub- 
region of the PJM Region for which the Cost of  New entry is determined, 
as identified 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 bc 
installed for purposes of  the CONE estimate (as specified in the PJM 
Manuals) shall be used in place of the PJM Rcgion-averagc 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 PJM Region 
revenue estimates during the years tbr which such data is available shall 
be used to estimate the sub-rcgion revenues during the years for which 
such data is not available. 

V 
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v). Process for ['stablishing Parameters of Variable Resource 

Rcquiremcnt Curve 

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

B). The ()ffice of the Intcrconncction shall determine the PJM 
Region Reliability Requirement and the Locational Deliverability 
Area Reliability Requirement for each I.ocationa] Deliverability 
Area on or before Marcia 31st, prior to the conduct of the Base 
Residual Auction for the first Delivery Year in which the new 
values will be applied, in accordance v, ith the Reliability 
Assurance Agreement. 

C). At least every three years, the Office of the lnterconnection 
shall rcvic;v the calculation of the Cost of Nev,, 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 Intcrconnection 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 l)elivcry 
Year in which the new valucs would be applied. 

2). The PJM Membcrs shall review the proposcd 
values. 

3). The PJM Members shall either vote to endorse the 
proposed values or propose alternate values by January 1, 
prior to the conduct of the Base Residual Auction for the 
first Delivery Year in which the new values would bc 
applied. 

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

D). At least every three years, the Oftlce of the lnterconnection 
shall review the methodology set lbrth in this Attachment for 
dctcnaaining the Net Energy and Ancillary Services Revenue Offsct 
tbr the PJM Region and for each Zone. 

1). If the Office of the Intcrcoonection determines that 
the Net Energy and Ancillary Services Revenue Offset 
methodology should bc modified, Staff of the Office of the 
Interconncction shall prDposc a new Net l!ncrgy and 
Ancillary Services Revenue Offsct methodology on or 
before November 1, prior to the conduct of the Base 
Residual Auction for the first Delivery Year in which the 
new methodology ~vot, ld bc applied. 

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

3). The PJM Members shall either vote to endorse tile 
proposed methodology or propose an alternate 
methodology by January 1, prior to the conduct of the Basc 
Residual Auction for the first Delivery Year in which the 
new methodology would be applicd. 

4). Thc PJM Board of Managers shall considcr the Net 
Revenue Offset methodology, and the Office of the 
Intcrconnection shall filc any approved modified Net 
Energy and Ancillary Services Revenue Offset values with 
the FERC by January 31, prior to the conduct of the Base 
Residual Auction for the first Delivery Year in which the 
ncw values would be applied. 

b). Resource Operational Reliability Requirements 

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

l he  Office of Intcrconnection shall establish Locational Requirements prior to the 
Base Residual Auction to quantify the amount of  Unlbrced Capacity that must be committed in 
each I,ocational l)cliverability Area, in accordance with the PJM P, eliability Assurance 
Agreement. 

d). I'reliminary PJM Region Peak I.oad Forecast for the I)clivcry Year 

The Office of  the lmerconncction shall establish 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 Basc Residual Auction fDr such l)clivery Year. 

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

The ()ffice Dfthc Intcrconnection shall establish the Final PJM Region Peak l.oad 
Forecast for a Delivery Year in accordance with the I'JM Manuals by February 28, prior to the 
conduct of  the Second Incremental AuctiDn for such Delivery Year. 

5.1 ! Posting of  Information Relevant  to the RPM Auctions  

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

i). The Preliminary PJM Region Peak Load Forecast (for the 
PJM Region, and allocated to each Zone) and the II,R Forecast by 
Locational Deliverability Area; 

ii). The PJM Region Installed Reser~,c M,'u'gin, the Pool-wide 
average EFORd, and the Forecast Pool Requirement; 

iii). The Demand Resource Factor; 

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

v). the Locational Deliverability Areas; 

vi). The Locational Deliverability Area Reliability Requirement 
and the Variable Resource Requirement Curve for each Locational 
Deliverability Area; 
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vii). Any "lransmissinn Upgrades that arc expected to hc in 
service tbr such Delivery Year; 

viii), the Resource Operational Reliability Rcqt, ircments 

ix). the bidding window time schedule for each auction to bc 
conducted for such Delivery Year 

x). the Net Energy and Ancillary Service Revenue Offset 
values for the PJM Rcginn for t, sc in the Variable Rcsnurcc 
Requirement Curves tbr the PJM Region and each Locational 
Deliverability Area; and 

xi) the results of  the Preliminary Market Structure Screen for 
each l..ocational Deliverability Area. 

b). The intbrmation listed in (a), with the exception of the Preliminary PJM 
Region Peak Load Forecast and the Variable Resource Requirement Curves, will continue to bc 
posted and applicable for the First, Second, mid Third Incremental Auctions for such Delivery 
Year. The Variable Rcsnurce Requirement Cu~'es shall remain posted during the auction 
process for a Delivery Year, bt, t shall be used only in the Base Residual Auction for such 
Delivery Year. 

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

d). In accordance with the schedule providcd in the PJM Manuals, PJM ,,,,'ill 
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 Year. 

5.12 Conduct of RPM Auctions 

The Office of  the Interconneetion shall employ an optimization algorithm for each 
Base Residual Auction and each 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 each Base Residual Auction, the optimization algorithm shall consider: 
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• the Variable Resource Requirement Cur~cs for the PJM RcgiDn and 
each LDA; 

• any constraints rcsuhing from the Locational Deliverability 
Requirement; 

• any constraints resulting from the Resource Operational Reliability 
Requirements; 

• the PJM Region Reliability Rcquircmcnt, minus the Forecast RTO ILR 
Obligation. 

The optimization algorithm shall be applied simultaneously to each Season to calculate the 
overall clearing result by Season to minimize the cost of  satisfying the reliability requirements 
over the entire Delivery Year while respecting all applicable requirements and constraints. The 
Scll Offer price of  a Qualifying Transmission Upgrade shall be treated as a capacity price 
differential bet~vccn 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 I.I)A and sink LDA is greater than the price specified in such Sell Offer. 
The Capacity Rcsourcc clearing results and Capacity Resource Clcaring Priccs so determined 
shall bc applicable tbr each Season of such Delivery Year. 

b) First Incremental Auction 

For each First Incremental Auction, the optimization algorithm shall consider: 

• the same Locational and Operational Reliability constraints that were 
modeled m the Base Residual Auction ; and 

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

The optimization algorithm shall calculate the overall clearing result on a seasonal basis to 
minimize the cost over the entire Delivery Year of  committing replacement Capacity Resources 
in response to thc 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: 

• The PJM Region Reliability Requirement, less the Forecast RTO ILR 
Obligation; 
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• For each I,DA, such l,I)A's share of  the Final RTO Peak l,oad Forecast less 
the Forecast RTO ILR Obligation; 
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• The Sell Offers submitted in such auction; 

• The Unforced ('apacity previously committed tbr such l)clivery Year; and 

• the same 1.ocational Deliverability Requirements and Resource Operational 
Reliability Requirements that wcrc modeled in the Base Residual Auction. 

lhe  optimization algorithm shall calculate the overall cIcaring result o n  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 I:inal PJM Peak I.Dad Forecast, v,hile satisfying or honoring 
such reliability requirements and constraints. 

d). Third Incremental Auction 

l:or each Third Incremental Auction, the optimization algorithm shall cDnsidcr: 

• the same Locational and Operational Reliability constraints that were 
modeled in the Base Rcsidual Auction ; and 

• the Scll Offers and Buy Bids submitted in such auction. 

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

5.13 Certification of II,R 

No later than three months prior to the start of the Delivery Year, II.R Providers 
may submit resourccs for review and certification by the Office of the Interconncction, in 
accordance with the Reliability Assur~mce Agreement and the PJM Manuals, as ILR Resourccs 
for the Delivery Year. In accordance with Schedule 6 of the Reliability Assurancc Agrcement, 
ILR Providers must provide the Nominated ILR Value for the ILR resources certified. ILR 
Resources arc not permitted on a scasonal basis. 

5.14 Clearing Prices and Charges 

a). Capacity Resource Clearing Prices 

For each Base Residual Auction and Incremental Auction, the Office of the 
Interconnection shall calculate for each Season a cleating 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 each LDA 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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Caplicity Resource is committed to satisfy the Load Folio;ring Requirement, and (4) the 
Operational Reliability Rcsource Price Adder lot Thirty Minute Start Resources, if the 
Capacity Resource is committed to satisfy the Thirty Minute Star/ Requirement, all as 
determined by thc Office of  the Intcrconncction based on the optimization algorithm. 

b) Resource Make-Whole Payments 

If a Sell Offer specifics a minimum block, and only a portion of such block is 
required to clear the market in a Base Residual or Incremental Auction, such Sell Offer shall 
clear at the specified minimum block MW quantity but shall not be reflected m the marginal 
value of system capacity. For each such Sell Offer that clears above the Capacity Resource 
Clearing Price, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal 
to the Sell Oiler price minus the Capacity Resource Clearing Price in such auction. The cost for 
any such Resource Make-Whole Pa~ncnts required in a Base Residual Auction or Second 
Incremental Auction shall be collected pro rata from all LSEs based on their Daily Untbrccd 
Capacity Obligations. The cost lbr any such Resource Make-Whole Payments required in a First 
or Third Incremental Auction shall be collected from all Capacity Market Buycrs on a pro-rata 
basis bascd 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 
the l,ocational Price Adder of  the LDA into which the Qualifying Transmission Upgrade is 
offered multiplied 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 Pricc for the Zonc associated with the sink II)A specified in such Sell Offer. 

d). Locational Reliability Charge 

In accordance with the Reliability Assurance Agreement, each LSE shall incur 
during each Season of the Delivery year a Locational Reliability Charge (subjcct to certain 
oft:sets as described in sections 5.13 and 5.15) equal to such LSE's Daily Unforced Capacity 
Obligation in a Zone during such Delivery Ycar multiplied by thc applicable Final Zonal 
Capacity Price for such Season in such Zone. 

e) The Office of  the Interconnection shall determine Zonal Capacity Prices 
for each Season in accordance with the following, based on the optimization algorithm: 
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i). The Office of  the Intcrcormection shall calculate and post 
the Preliminary Zonal Capacity Prices for each Season of  a 
Delivery Year following the Base Rcsidual Auction for such 
Dclivery Year. The Preliminary Zonal Capacity Price for each 
I,DA shall be the sum of: 1) the marginal value of  system capacity; 
2) the I,ocational Price Adder, if any, for such LDA; 3) the 
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Operational Rcliability l,Dad Pricc Adder, if any, dctemfincd in 
accordance with ii) below ; and 4) an adjustment, if rcquired, to 
account for Resource Make-Whole Payments, all as detcnnincd in 
accordance with the optimization algorithm. 

ii) The Opcrational Reliability I.oad Price Adder for each 
Season of a Delivery Year shall equal: I(thc Operational 
Rcliability Resource Price Adder for the l.oad-Follo',ving 
Requirement multiplied by the mcgawatts of  I.Jnforccd Capacity 
committed to satisfy st, ch 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 rcquirement)j divided by, for the Base 
Residual Auction. the sum of the total mcgawatts of  Unforced 
Capacity cleared in such auction plus the FDrecast RTO ILR 
Obligation, or, for the Second Incrcmcntal Auction, the total 
megawatts of  Unforced Capacity cleared in such auction. 

iii). The Office of  tim Interconnection shall calculate and post 
the Adjusted Zonal Capacity Price for each Season follo'~ing each 
Second 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 ira the Second 
Incremental Avction minus the Preliminary Zonal Capacity Price 
for such LDA, multiplied by the ratio of(y) the total mcgawatts of  
Unforced Capacity cleared in the Second Incremental Auction 
divided by (z) the sum of the mcgawatts of  Unforced Capacity 
cleared in the Base Residual Auction and the megawatts of  
Unforced Capacity cleared in the Second Incremental Auction, 
plus the Forecast RTO ILR Obligation. 

iv). The Office of  the Interconnection shall calculate and post 
the Final Zonal Capacity Price for each Season after all ILR 
resources are ccrtified for the Delivery Year. The Final Zonal 
Capacity Price for each LDA shall equal the Adjusted Zonal 
Capacity Price, as further adjusted to reflect the certified ILR 
compared to the II.R Forecast previously used for such Delivery 
Year, and any decreases in the Nominated Demand Resource 
Value of any existing Demand Resource cleared in the Base 
Residual Auction and Second Incremental Auction. 
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t). Resource Substitution Chargc 

Each Capacity Market Buyer in the First Incrcmcntal Auction or Third 
Incremental Auction shall pay a Resource Substitution Charge equal to the Capacity Rcsnurce 
Clearing Price rcsuhing from such auction muhiplicd by the mcgawatt quantity of  Unforced 
Capacity purchased by such Market Buyer in st, ch auction. 

5.15 Capacity Transfer Rights 

(a) 1"o recognize the value of Import Capability and provide a partial offsct to potential 
Locational Price Adders that may be determined tbr an LDA, thc Officc of tile lnterconnection shall 
allocate Capacity Transfer Rights to each I.SE serving load in such LDA pro rata based on st, ch 
LSI-'s Daily Unlorced Capacity Obligation in such I.I)A. The total mcgawatts nfCapacity "l'ranstbr 
Rights available for allocation shall equal the megawatts of Unforced Capacity imported into such 
I.DA as determined m the Base Residual Auction, less any Incremental Capacity Transfer Rights 
into such IDA allocated pursuant to section 5.16, and shall he subject to change in st,bsequcnt 
l)elivcry Years as a result of  changes in the quantity of  such Unforced Capacity imported into such 
I.DA. liach change in an LSE's Daily Unfnrced Capacity Obligation during a Delivery Year shall 
rest, It in a corresponding change in the Capacity Transfer Rights allocated to such LSE. 
(b) For purposes 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 (i) the 
Seasonal Locational Price Adder dctcmfined as a result of  such auction for such LDA. mulliplied by 
(ii) the megawatt quantity of  the C'apacity Transfer Right allocated to such LSE. 

(c) For purposes of  any Season in the Second Incremental Auction in such I.DA 
that results in a positive Locational Price Adder, the holder of  a Capacity Transfer Right shall 
receive a payment equal to (i) the Locational Price Adder dctcrnlined as a result of such auction in 
that Season for such LI)A, multiplied by (ii) the megawatt quantity of  the Capacity Transfer Right 
allocated to such LSE, multiplied by (iii) the ratio of  the incrcase 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 Base 
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 seller and purchaser of  such rights timely notify the Office 
of  the Interconncction of such purchase, in accordance with procedures specified in the PJM 
manuals. 
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5.16 Incremental Capaci~" Transfer Rights 

(a) The Office of  tile Intcrconncction shall allocate Incremental Capacity 
Transfer Rights to a Generation Interconncction Customer or l"ransmission IDtcrconncction 
Customer obligated to fund a transmissmn facility or upgrade through a rate or charge specific to 
st, ch facility or upgrade, to the extent such upgrade or facility increases the Import Capability 
into a Locatinnal l)elivcrability Area, with respect to any such transmission facility or upgrade 
interconnected to the Transmissior~ System pursuant to Part IV of this l'ariff, including 
transmission facilities 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 tbr a facility or upgrade for a Delivery Year only if the Office of  the lnterconncction 
certifies the quantity of Import Capability provided by such facility or upgrade at least 45 clays 
prior to the Base Residual Auction for such Delivery Year. The megawatt quantity of  
Incremental Capacity Transfer Rights allocated to such an Intcrconncction Customer shall equal 
the megawatt quantity of  the increase in Import Capability across a locational constraint resulting 
from such upgrade or facility. A Capacity Market Seller that offers and clears a Qualifying 
Transmission Upgrade in the Base Rcsidt, al Auction for a Delivery Year shall not receive 
Incremental Capacity Transfer Rights with respect to such upgrade for such Delivery Year. 

(b) For any Base Residual or Incremental At, ction that results in a positive 
Locational Price Adder for such I.I)A, the holder of  an lncremcntal Capacity Transfer Right 
shall receive a payment eqt, al to such Locational Price Adder multiplied by the megawatt 
quantity of  the Incremental Capacity Transfer Right allocated to such Intcrconncction Customer. 

6. MARKET POWER MITIGATION 

6.1 Applicability 

The provisions of the Market Monitoring Plan in Attachment M to this Tariffapply to the 
Reliability Pricing Model Auctions. 111 addition, PJM shall apply market power mitigation 
measures, as set forth in this section 6, to any Base Residual Auction or Incremental Auction for 
any Locational Deliverability Area having a Locational Price 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 Iocational constraint giving rise to the 
Locational Price Adder (and that would not have been accepted absent 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. PJM shall also 
apply market power mitigation measures, as set forth in this section 6, to any Base Residual 
Auction or Incremental Auction for the entire PJM Region. This section also specifics an offer 
requirement applicable to all Capacity Resources, regardless of  l.ocational Deliverability Area. 
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(a) The Office of the Interconncction shall detemfinc and post the I.DAs tbr a 
Delivery Year by no later than four months prior to the conduct of the Base Residual Auction tbr 
st, ch Delivery Year. By no later than three months prior to the conduct of the Base Residual 
Auction and each lncrcmcntal Auction for such Delivery Year. tim Oftice of the Intcrcnnncctinn 
shall post the rest, Its 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 PJM's 
conduct of a Base Residual Auction or Incremental Auction pursuant to scctinn 5.12. but prior to 
PJM's final dctcmaination of clearing prices and charges pursuant to section 5.14, PJM shall: (i) 
apply the Market Structure Test to any I.DA having a l.ocational Price Adder greater than zero 
and to the entire PJM region: (it) apply Offer Caps, if required under this section 6; and (iii) 
recompute the optimization algorithm to clear the auction with the Offer Caps in place. 

6.3 Market Structure Tests 

(a) Preliminary Market Structure Screen. 

(i) In st, fficient time to pcrmit the posting rcquired by section 6.2(a). the 
Markct Monitoring Unit shall apply the Preliminary Market Structure Scrccn to idcntify 
the LDAs in which Capacity Market Sellers must providc thc data specified in section 6.7 
for any auction conducted with respect to such Delivery Year and whether Capacity 
Markct Sellers must provide this data for the entire PJM Rcgion. For each I.DA and for 
thc PJM Rcgion, thc Prcliminar 3' Market Structure Screen ,,','ill be based on: (1) the 
Untbrced Capacity available for such Delivery Year from Generation Capacity Resources 
located in such area; (2) the Locational Dclivcrability Area Rcliability Reqt, irement and 
thc PJM Reliability Requirement; and (3) any lima obligations to scll Unforccd Capacity 
from such Generation Capacity Rcsourccs for such Delivery Year, including I.SE 
obligations to serve load at a fixed price and tirol bilateral rcquircments to serve load at a 
fixed price. 

(it) An LDA or the entire PJM 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 bc required to provide the information 
specified in section 6.7, if any one of the following three conditions is met: (1) the 
market share of any Capacity Market Seller exceeds twenty percent; (2) the Htll for all 
such sellers is 1800 or higher; or (3) there are not morc than three jointly pivotal 
suppliers. 

(b) Market Structurc Test. 
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(i) In accordance with the schedule set under section 6.2, the Market 
Monitoring Unit shall apply the Market Structure l'cst to an I,DA or the PJM Region if 
the conditions specified in section 6.5 are met as to such I,DA. 

(ii) An I,I)A or the PJM Region shall tail the Market Structure Test, and 
mitigation shall be applied, if, as to the Sell Offers described in 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 Monitoring 
Unit shall net against a Capacity Market Sellcr's Unlbrced Capacity the number of 
megawatts of such Capacity Market Seller's tirm obligation to serve load during such 
Delivery Year, including utility obligations to serve load ira the I,DA at a fixed price and 
finn bilateral requirements to serve such load at a fixed price, but only to the extent such 
Capacity Market Seller offers such Untorccd Capacity into the Base Residual Auction at 
a price of zero. Such Capacity Market Seller shall be paid tile 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 Offbr Segment for an existing Generation Capacity Resource shall bc the 
Avoidable Cost Rate for such resource, less the Projected PJM Market Revenues tbr such 
resource. The Market Seller Offer Cap applicable to price-quantity offers within the EFORd 
Offer Segment for all existing Generation Capacity Resource shall bc 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 to any 
Base Residual Auction or Incremental Auction for any LDA that, without mitigation, would have 
a Locational Price Adder greater 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 
Sell Offers that would resolve such constraint remaining available but unaccepted by such 
algorithm, collectively fail the Market Structure Test. The Office of the lntercormection also 
shall apply market power mitigation measures to any Base Residual Auction or Incremental 
Auction as to the entire PJM Region in the event that the Sell Offers that would be accepted by 
the optimization algorithm to clear the entire PJM Region, including Sell Offers remaining 
available but unaccepted by such algorithm, collectively fail the Market Structure Test. 
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V 
a) Mitigation for Generation Capacity Resources. 

i). Existing Generation Resource. 

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

ii). Planncd Generation Resources 

"fhc Markct Seller Offer Cap shall not bc applied to Sell Offers of  Planned 
Generation Resources. 

b) Mitigation fi~r Demand Resources 

v 

V 

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

6.6 Offer Requirement for Capacit3' Resources 

(a) To avoid application of subsection (d), all Unforced Capacity of  all existing 
Generation Capacity Resources located in the PJM Region shall be oft~rcd (which may include 
submission as Self-Supply) in the Base Residual Auction for each Scason of a Dclivery Year, where 
Unforced Capacity is determined using an EFORd less than or equal to the I-FORd for the 12 
months ended three months prior to the submission of such offers. 

(b) Notv,'ithstanding the foregoing, to address ttle risk of a change in I-FORd between 
the auction and the Delivery Year, a Capacity Market Seller may include an EFORd Offer Segment 
in its Sell Offer(s) pursuant to section 6.7. 

(c) Existing generation resources in the PJM Region capable of  qualifying as a 
Generation Capacity Resource may not avoid the rule in subsection (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 
generation resources that, as shown by appropriate documentation: (i) are reasonably expected to be 
physically unable to participate in the relevant Delivery Year; (ii) have a financially and physically 
firm commitment to an extemal sale of  its capacity, or (iii) were interconnected to the Transmission 
System as Energy Resources and not subsequently converted to a Capacity Resource. 

(d) Any existing generation resource located in the PJM Region that is not offered into 
the Base Residual Auction for each Season of a Delivery Year, and that does not mcct any of  the 
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exceptions statcd in the prior subscction: (i) may not participate in any subsequcnt auctions 
conducted tor such Dr:livery Ye~u-; (it) shall not rcceivc any payments undcr section 5.14 for such 
l)clivery Year; and (iii) shall not bc permitted to satisl} any I.SE's IJnforccd Capacity Obligation. 
or any entity's obligation to obtain the cummitmcnt of  Capacity Resources, lbr such Delivery Year. 

(e) To avoid application of subscction (t), any existing Generation Capacity Resource located in 
thc PJM Region that is ot't~rcd into the Base Residual Auction tbr 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, unlcss such Generation Capacity Resource, as shown by appropriate documcntation, 
(i) is reasonably cxpcctcd to be physically unablc to participate in the rclcvant auction; (it) has a 
financially and physically firm commitmcnt to an cxtemal salc of  its capacity; or (iii) wcrc 
intercormectcd to the Transmission System as an Energy Resource and not subsequently converted 
to a Capacity Resource. 

(f) Any existing Gcncration Capacity Rcsourcc located in thc PJM Region that is 
offercd into the Base Rcsidual Auction for a particular Delivery Year, docs not clear in such 
auction, is not offcrcd into the First, Second, or Third h~cremental Auctions for such Delivery Year, 
and docs not meet any of the exceptions statcd in subsection (c): (i) may not participate in any 
subscquent auctions conducted for such Dclivcry Year; (it) shall not receivc any payments under 
section 5.14 tbr such Delivery Year; and (iii) shall not bc permitted to satist)' may I,SE's I.;nforced 
Capacity Obligation. or may entity's obligation to obtain the commitment of Capacity Resources, tbr 
such Dclivery Year. 

(g) In addition to thc rcmedics set forth in subsections (c), (d), (c), and (f), ifthc Markct 
Monitoring Unit determines that one or more Capacity Market Sellers' failure to otlbr part or all of  
onc or more existing generation rcsources into an auction would rcsuh in an incrcase of greater than 
five percent in may Zonal Capacity Price dctemaincd through such auction, the Office of  thc 
Intcrconncction shall apply to FERC for an order, on an cxpeditcd basis, directing such Capacity 
Market Scllcr to participatc in the auction, or for othcr appropriate relict, and PJM will postpone 
clearing the auction pending FEP, C's decision on the nmtter. 

V 

6.7  Data  S u b m i s s i o n  

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

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

it. 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 sell capacity at a fixed 

price. 
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v 

(b) Potential participants in any PJM P, eliability Pricing Model Auction in any I_DA 
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 lJnit no later than two months prior to 
the conduct of such auction: 

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 
Avoidablc Cost Rate, EFORd Oflbr Segment, and Projected PJM Market Revenues, 
as defined in subscction (c) bclow, together with detailed supporting documentation. 

ii. If the Capacity Market Seller intcnds to submit a Sell Offer based on opportunity 
cost, the Capacity Market Seller shall also submit a calculation of Opportunity Cost. 
as defined in subsection (c), with detailed supporting documcutation. 

(c) In order for costs to qualify tbr inclusion in the Market Seller Offer Cap, the 
Capacity Market Seller must provide to PJM relevant cost data concerning each data itcm 
specified. Based on the data and calculations submitted by the Capacity Market Sellers for each 
existing gcncration rcsourcc and the formulas specified below, the MMU shall calculate a 
Market Seller Offer Cap for each such resource. Ira  Capacity Market Seller 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 thc MMU.) 

Avoidable Cost Rate: The Avoidable Cost Rate for an existing generation resource 
shall be determined using the tbrmula below and applied to the unit's Base Ofter 
Segment. 

ii. Opportunity Cost: Opportunity Cost shall be the documented price available to an 
existing generation resource in a market external to PJM. In the event that the total 
MW of existing generation resources 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 finn exports or the ability of the importing area(s) to accept firm imports or 
imports of capacity, taking account of relevant export limitations by location. If, as a 
result, an opportunity cost offer is not accepted from an existing generation resource, 
the Market Seller Offer Cap applicable to Sell Offers relying on such generation 
resource shall be the Avoidable Cost Rate. 
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EFORd Offer Segment: To address the risk of a change in EFOP, d for an existing 
generation resource between the auction and the Delivery Year, a Capacity Market 
Seller may submit a Sell Offer that includes a quantity of mcgawatts priced at up to 
the Net Cost of New Entry. Such quantity of mcgawatts shall be no greater than such 
resot, rce's demonstrated summer net capability of installed capacity, as determined in 
accordance v,'ith the PJM M,'muals, multiplied by', at the Capacity Market Seller's 
election, either: (A) the positive difference between such resourcc's five-year 
average EFORd tbr the five consecutive years ending three months prior to the 
submission of such Sell Offer and such rcsourcc's twelve-month average EFORd tor 
the twelve months ending three months prior to the submission of st, ch Sell Offer, or 
(B) the positive difference between the EFORd reasonably anticipated, based on 
known and mcasvrablc 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 twclvc months ending 
three months prior to the submission of such Sell Offer. 

iv. Projected PJM Market Revenues shall include all unit-specific revenues from PJM 
markets and unit-specific bilateral contracts net of marginal costs recovcrable under 
cost-based offers to sell 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 Avo idab le  Cost Definit ion 

(a) Avo idab le  Cost Rate: The Avoidable Cost Rate tbr a Generation Capacity 
Resource that is the subject of a Sell Offer shall be determined using the following formula, 
expressed in dollars per MW-year: 

Avoidable Cost Rate = [I.IO*(AOML ~- AAE + AME  + AVE - ATFI ~- 
ACC ,- ACLE) + APIR] 

Where: 

A O M 1 ,  (Avo idab le  Operat ions  and M a i n t e n a n c e  Labor)  consists of the 
avoidable labor expenses related directly to operations and maintenance of the 
generating unit for the twelve months preceding the month in which the data 
must be provided. The categories of expenses included in AOML are those 
incurred for: (a) on-site based labor engaged in operations and maintenance 
activities; (b) off-site based labor engaged in on-site operations and 
maintenance activities directly related to the generating unit; and (c) off-site 
based labor engaged in off-site operations and maintenance activities directly 
related to generating unit equipment removed from the generating unit site. 
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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 categories of  expenses included in AAE arc those incurred tbr: (a) 
employee cxpcnses (except employee expenses included in AOML): (b) 
environmental fees; (c) safety and operator training; (d) office supplies; (c) 
communications; and (t) annual plant test, inspection and analysis. 

AME (Avoidable IMaintenance Expenses) consists of  avoidable 
maintenance expenses (othcr than expenses included in AOML) related 
directly to the generating unit for the twelve months preceding the month in 
which the data must bc provided. The categories of  expenses included in 
AME are those incurred tbr: (a) chcmical and materials consumed during 
maintenance of the generating unit; and (b) rented maintenance equipment 
used to maintain the generating unit. 

AVE (Avoidable Variable Expenses) consists of  avoidable variable expcnses 
related directly to the generating unit incurred in the twelve months preceding 
the month in which the data must bc provided. The categories of  expenses 
included in AVE are those incurred for: (a) water treatment chemicals and 
lubricants; (b) water, gas, and electric service (not tbr power gcncration); and 
(c) waste water treatment. 

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

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

• ACLE (Avoidable Corporate Level Expenses) consists of  avoidable 
corporate level expenses directly related to the generating unit incurred in the 
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twelve months preceding the montla in ,*hich the data must be provided. 
Avoidable corporate level expenses shall inch, de only such expenses that arc 
directly linked to providing tangible services required for the operation of the 
generating unit proposed tbr Deactivation. "l'hc categories of avoidable 
expenses included in ACLE arc those incurred for: (a) legal services, (b) 
environmental reporting; and (c) procurement expenses. 

• APIR (Avoidable Project Investment Recovery Rate) -- I'I * CRF 

Where: 

PI is the amount of project investment required to enable a Generation 
Capacity Resource that is the subject of a Sell Offer to continue operating 
(luring the Delivery Year. 

• CRF is the anrmal capital rcccr,,'ery factor from the table below. 

• .Ag_e of Existing U_n_it ( Y e a r ' _ s ) ~  
1 to5 

6to 10 
11 to 15 

16 to 20 Plus 

Remaining Life of 
_ _ P l a n t . . ( _ Y ~  . . . . .  

20 
15 
10 

5 

Levelized 
CRF 
0.125 
0.146 
0.198 
0.363 

(b) For the purpose of determining an Avoidable Cost Rate, avoidable expenses are 
incremental cxpcnscs directly required for the operation of a generating 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. 

7. GENERATION RESOURCE RATING TEST FAII.URE CHARGE 

v 

7.1 Generation Resource Rating Test Failure Charges 

A Generation 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 generation 
resource capacity test, as provided herein. 

a). Generation Resource Fails Capacity Test in Delivery Year 
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Each Generation Capacity Resource committed fi)r a Delivery Year shall be 
obligated to complete a generation resource capacity test. as described in the PJM Manuals, tbr 
both the Summer and Winter Seasons. The Market Seller that committed the resource may 
pcrlorm an unlimited number of tests during each such period. If none of the tests during a 
testing period certify full delivery of the mcgawatt amount of installed capacity the Market Seller 
committed for such Delivery Year, the Market Seller shall bc assessed a daily Generation 
Resource Rating Test Failure Charge for each day from the first day of the Summer or Winter 
Season in which such resource failed the rating test through the last day of such Delivery Year. 
The resource shall be exempted from the Wintcr test if it was not accepted tbr the Winter season. 

b). Generation Resource Rating "lest Failure Charge 

The Generation Resource Rating Test Faih, re Charge shall equal thc Daily 
Deficiency Rate muhiplied by the tbllowing mcgawatt quantity, converted to an Untbrccd 
Capacity basis using the [-FORd associated with such Market Seller's cleared Sell Offer: (i) the 
installed capacity in such Sell Offer for such rcsourcc, minus (ii) the highest installed capacity 
rating determined tbr such resource in any test during the relevant testing period. "lhe Daily 
Deficiency Rate shall equal the greater of: (iii) two tinaes the Seasonal Capacity Resource 
Clearing Price, in $/MW-day, applicable to the Gencration Capacity Resot, rcc; or (iv) the Net 
Cost of New Entry. If a single resDt, rce is the basis for cleared Sell Offers of muhiplc Capacity 
Market Sellers, the Generation Resource Rating Test l:ailurc Charge shall bc assessed upon such 
Capacity Market Sellers 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 
Faih, re 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 Reliability 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 I.SEs based on their Daily 
Unforced Capacity Obligation. 

V 

8. C A P A C I T Y  R E S O U R C E  D E F I C I E N C Y  C H A R G E .  

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 unable or unavailable 
to deliver Unforced Capacity for all or any part of such Delivery Year for any of the following 
reasons, and that does not obtain replacement Unforced Capacity in the megawatt quantity 
required to satisfy its cleared Scll Offer: 
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a). Unit Dcrating - Such Capacity Rcsourcc is a Gencration Capacity 
Rcsourcc; its capacity value is dcratcd prior to or during the Delivery Year; 

b). EFORd Increase - Such Capacity Resource is a Gcneration Capacity 
Rcsourcc; the EFORd value detcrufincd for such rcsourcc two (2) months prior to the Third 
Incremental Auction is lower than the EI.ORd valuc submitted in thc Capacity Markct Scllcr's 
cleared Sell Offer; 

c). Planned Generation Resourcc .-- Such Capacity Resourcc is a Planncd 
Generation Capacity Rcsourcc; and Interconncction Service has not commcnccd as to such 
resource prior to the start of the Delivery Year; 

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

c) Existing Demand Resource - Such Capacity Resource is an existing 
Demand Resource and, subject to section 8.4, is not capable of providing the mcgawatt quantity 
of load response specified 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 Otter, for each day such Capacity Market Seller 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 oll a pro-rata basis to all LSEs that were charged a Locational 
Reliability 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 based on their 
Daily Unforced Capacity Obligations. 

V 

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 receive relief from such Charge if it 
demonstrates that the inability to provide the level of demand response specified in its Sell Offer 
is due to the permanent departure (due to plant closure, efficiency gains, or similar reasons) from 
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thc Transmission System of load that was relied upon tbr load response in such Sell Offer; 
provided, however, that the Capacity Market Seller must provide the Office of the lntcrconnection 
with all intbnnation dcemed necessary by the Office of  the Interconnection to assess the merits of 
the request fDr relief. 

9. P E A K  S E A S O N  M A I N T E N A N C E  

C H A R G E  

C O M P L I A N C E  P E N A L T Y  

a) Puq~osc 

To prese~'c 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 
Peak Season, each Capacity Market Scllcr that commits a Generation Capacity Resource for a 
Dclivcry Year nmst cnsure that such Generation Capacity Resource has available sufficient 
Unforced Capacity during the Peak Season to satisfy the mcgawatt anaount specified in thc cleared 
Sell Offer for such resource.. 

V 

b) Peak Season 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 
Interconncction, the Capacity Market Seller must obtain replacement Unforced Capacity ti'om a 
Capacity Resource that is not already committed for such Delivery Year and that meets all 
characteristics specified in the Sell Offer, inclnding the megawatt quantity of Untbrced Capacity 
committed for such Delivery Year, or otherv,'ise pay a Peak Season Maintenance Compliance Penalty 
Charge. The Capacity Market Seller shall commit such replacement Capacity Resource in accordance 
with the procedure set forth in the PJM Manuals. 

c.) Peak Season Planned and Maintenance Outages 

The Ofiice of the Interconncction shall adopt and maintain rules and procedures for determining 
thc allowable Peak Sea,con planned and maintenance outages. 

V 

d.) Peak Season Maintenance Compliance Penalty Charge 

The Peak 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 Generation Capacity Resource in the cleared Sell Offer, for each day 
during the Peak Season that such resource is out-of-service on a maintenance outage that is not 
authorized by the Office of  the Interconnection. 
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The revenue collected from assessment of  a Peak Season Maintenance 
Compliance Penahy Charge shall be distributed on a pro-rata basis to all LSEs that v,:cre charged 
a I,ocational Reliability Charge for the day for which the Capacity Resource Deficiency Charge 
was assessed. Such revenues shall be distributed on a pro-rata basis to all such LSEs based on 
their Daily Unforced Capacity Obligation. 

I0. R E S O U R C E  O P E R A T I O N A L  R E L I A B I L I T Y  

C O M P I J A N C E  P E N A L T I E S  

R E Q U I R E M E N T S  

v 

V 

(a) Each Generation Capacity Resource that is committed for a Deliver2,' Season 
as a Thirty-minute Start Resource or Load Following Resource is subject to monitoring and testing, 
as specified in the PJM Manuals, to confirn] that it is and remains capable of meeting the 
qt, alifications for such a resource, as provided in Schedule 9.1 of the Reliability Assurance 
Agreement. In additiou, the Capacity Market Seller of each such resource must specify in the offer 
data submitted in the PJM Interchange Energy Market: (i) as to each Load Folluv,ing Resource, 
minimum run time and minimum dov,'n time that iqlt~eI or exceed the requirements tbr such resources 
under the Reliability Assurance Agreement; and (ii) as to each Thirty Minute Start Rcsuurce, start 
parameters that arc consistent with the requirements tbr such resources under the Reliability Assurance 
Agreement. 

(b) If such a resource thils to satisfy the applicable tests, or if the offer data 
submitted for such resource fails to specify operating characteristics consistent v,'ith its applicable 
status as a Load-Fullowing Resource or Thtrty-Minute-Start Resource, the Capacity Market Seller 
that committed such resource shall incur a Resource Operational Reliability Requirements 
('ompliancc Penalty Charge. 

c). Resource Operational Reliability Requirements Compliance Pcnahy 
Charge 

The Operational Reliability-Based Compliance Penalty Charge shall equal the higher of: (i) the 
Operational Reliability Resource Price Adder offered by the Capacity Market Seller in its Sell Offer; or 
(ii) 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 each day 
from the date of the failure to pass the required test or specify the required otli~r data until the final day 
of the quarter of the Delivery Year (i.e., June through August, September through November, December 
through February, or March through May) in which such thilure occurred. 

d). Allocation of  Revenue from Resource Operational Reliability 
Requirements Compliance Penalty Charges 

The revenue collected from assessment of an Operational Reliability-Based 
Compliance Penalty Charge shall be distributed on a pro-rata basis to all I,SEs that were charged a 
Lncational Reliability Charge for the day for which an Operational Reliability-Based Compliance 
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l'enalty ,.,,'as assessed. Such revenue shall hc distributed pro rata to all such l.S[!s based on each such 
LSE's l)aily Unforced (Tapacity ()bligation. 

I1. D E M A N I )  R E S O U R C E  A N D  I L R  C O M P L I A N C E  P E N A L T Y  

C H A R G F  

V 

(a) The Office of the Interconncction shall separately evaluate compliance of 
each Demand Resource offered mad cleared in a Reliability Pricing Model At, ction and each 
nominated II.R resource certified tbr a Delivcw Year, in accordance with procedures set tbrth m the 
PJM Manuals. Capacity Market Sellers that committed Demand Resources and ILR Providers that 
nominated ILR for a Delivery Ycar that cannot demonstrate the hourly performancc of such 
resource in real-time based on the capacity commitment reflected in the applicable Sell Offer or ILR 
certification shall be assessed a Demand Resource and II.R Compliance Penalty charge; provided, 
however, tbat such t, ndercompliance shall be detemlined on an aggregate basis for all Demand 
Rcsources anti ILR offered by the same Capacity Marker Seller or stone ILR Provider in a single 
Zone. 

b). The Demand Resource and II.R Compliance Penalty Chargc shall equal 
0.20 times the Annual Revenue Rate multiplied by the following mcgawatt qt, antity, 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 Scll Offer or II.R 
certification minus (ii) the under-compliance mcgawatts of load reduction actually provided 
during a reduction event called by the Office of the lnterconnection. The Annual Revenue Rate 
for an annual Demand Resource is based on the average of thc four scasonal Resource Clearing 
Prices that the resource rcccived in the auction in which it clearcd. The Annt, al Revenue Rate for 
a Summer-only Demand Resource is based on the Summer Resource Clearing Prices that the 
rcsource rcceived in the auction in which it cleared. The Annual Revcnue Rate for an ILR 
resource is based on the average of the tbur seasonal Adjusted Zonal Capacity Prices, less any 
price adders for operating reliability constraints. The total penalty per megawatt that may bc 
assessed on a Demand Resource or ILR resource in a Delivery Year shall bc 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 rise 
to such charge on a pro-rata basis to Demand Resource Providers and ILR Providers that 
provided load reductions in excess of the amount such resources were committed or certified to 
provide. Such revenue 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 
Revenue Rate received by such resource. To the extent any deficiency charge revenues remain 
after such distribution, the remaining revenues shall be distributed to I.SEs based on each LSE's 
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average Daily Unforced Capacity Obligation tbr the month in which the non-compliance event 
occurred. 

12. Q U A I , I F Y I N G  T R A N S M I S S I O N  U P G R A D E  C O M P L I A N C E  

P E N A L T Y  C I I A R G E  

If a Qualifying Transmissiol~ Upgrade forming the basis of a Sell Offer that 
cleared in the Base Residual Auction fur 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 I.I)A specified in such Scll Offer, such sellcr shall pay a compliance 
pcnahy cbargc for each day such upgrade is delayed during such Delivery Year equal to the 
mcgawatt quantity Df Import Capability cleared in the Base Residual Auction based on such 
upgadc, muhiplicd by the greater of: (i) two times the l.ocational Price Adder of the 1.DA into 
which the Qualit}'ing Transmission Upgrade is cleared, in S/MW-day; Dr (ii) the Net Cost of 
New Entry less the clcaring price in the source LDA. The revenue collected from the asscssmcnt 
of Qualifying Transmission lJpgradc Compliance Penalty Charges shall bc distributed on a pro- 
rata basis to all LSEs that wcrc charged a Locational Reliability Charge fDr the day for which 
such charge was assessed. Such revenues shall be distributed on a pro-rata basis to such LSEs 
bascd on their Daily Unforced Capacity Obligations. 

v 

V 

13. E M E R G E N C Y  P R O C E D U R E  C H A R G E  

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 Intcrconncction of: (a) each Capacity Market Seller that 
committcd Capacity Resources during such period; and (b) each ILR Providcr responsible for 
I[.R certified for such period, shall bc cvaluatcd as rccommended 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 Emergency 
Procedure Charge 

13.2 Emergency Procedure Charge 

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

The revenue collcctcd from assessment of  an Emergency Procedure Charge shall 
bc distributed on a pro-rata basis to all LSEs that wcrc charged a Locational Reliability Charge 
tbr the day for which the Capacity Resourcc Dcficicncy Charges was assessed. The chargcs shall 
bc allocated on a pro-rata basis to all such LSEs based on their Dmly Unforced Capacity 
Obligation. 

14. C O N V E R S I O N  O F  C A P A C I T Y  
C A P A C I T Y  A D E Q U A C Y  R E G I M E  

C R E D I T S  F R O M  P R I O R  

V 

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 agrcc bilaterally to convert 
such transactions on a basis that permits them to clear in a Reliability Pricing Model Auction, or 
may settle such tr~tnsactions financially as described in section 14.2. 

14.2 Settlement 

For the 2006/2007 Dclivcry Year, only Capacity Credits confirmed by the Office of  the 
Intereonncction to have been entered into prior to April 1, 2005, will be settled based on the 
margiual value of  system capacity ($/MW-day) as determincd under section 5.14(a) in the Base 
Residual Auction for such Delivery Year, plus any I.ocational Pricc Adder dctermined in such 
auction for the Locational Dclivcrability Area that corresponds to the Mid-Atlantic Region plus 
the Allegheny Powcr System Zone. The party that purchased such Capacity Credit shall reccivc 
this value muhiplicd by the mcgawatt quantity of  the Capacity Credit, for the duration of such 
transaction. The party that sold such Capacity Credit shall he asscssed this value multiplied by 
the megawatt quantity of  the Capacity Credit, for the duration of  such transaction. 

For the 2007/2008 Delivery Year, and thereafter, Capacity Credits will bc settled bascd 
on the marginal valuc of  system capacity (S/MW-day) as determined under section 5.14(a) in the 
Base Residual Auction for such Delivery Year. Thc party that purchased such Capacity Credit 
shall receive this value multiplied by the mcgawatt quantity of  the Capacity Credit, for the 
duration of the transaction. The party that sold such Capacity Credit will be assessed this value 
multiplied by the megawatt quantity of thc Capacity Credit, for the duration of the transaction. 
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15. COORDINATION WITII ECONO*IIC P1,ANNING PROCESS 

Following each Base Residual Auction. the Office of the lntcrconncction shall review 
each LI)A that has a l.ocational Price Adder to deterininc if Planned Generation Capacity 
Resources, Planned Demand Resot, rces, or Qualifying Transmission Upgrades submitted Sell 
Offers that cleared m svch at, ction. If a Locational Price Adder results from the clearing of an 
I.DA tor two consecutive Base Residual Auctions, and no such planned resources or upgrades 
clear in such auctions for such LDA, then the Office of the lnterconnection shall evaluate in the 
RTEP process the costs and benefits of a transmission upgrade that would reduce to zero the 
Locatinnal Price Adder tbr such LDA. Such evahmtion will compare the cost of the upgrade 
over ten years against the value of elimination nfthe Locational Price Adder over such period. If 
such upgrade is found to be feasible and beneficial, it shall be inclt, ded in the RTEP as soon as 
practicable. The annt, al costs of such t, pgradc shall be allocated to all I.SEs serving load in such 
LDA, pro rata based on such loads. 

16 RELIABll,ITY BACKSTOP 

16.1. Purpose 

V 

Tim Rcliability Backstop provides a mechanism to resolve reliability criteria 
violations caused by: (a) lack of sufficient capacity committed through the Reliability Pricing 
Model Auctions; or (b) near-term transmission deliverability violations identified after the Base 
Residual Auction is conducted. These backstop mechanisms are intended to guarantee that 
sufficient generation, transmission and demand response solutions will bc 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-tcma commitment of 
Capacity Resources through Self-Supply or the Reliability Pricing Model Auctions. 

16.2 Investigation of Capacity Shortfall 

lfthe total Unforced Capacity of Capacity Resources committed for a Delivery Year 
following the Base Residual Auction cquatcs 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 barriers to entry identified 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 consecutive Delivery Years. 

16.3 Triggering Conditions 

a) Either of the following two conditions will trigger reliability backstop 
measures provided in this section, as described below: 
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v 

i). If the total Unforced Capacity of all Capacity Resources comnfittcd 
through Self--Supply or the Base Residual Auctions tbr tour consecutive Deliver3,' Years, 
equates to an installed reserve mm-gin that is more than one percentage point lowcr than the 
appro`.'ed PJM Region Installed Rcscrve Margin, the Office of  the Intcrconnection ',,,'ill 
declare a capacity shortage and make a filing with FERC for approval to conduct a 
Reliability Backstop Auction. Upon receipt of  such appro`.'al, the Otfice of the 
Intercomlection will conduct a Reliability Backstop Auction in accordance with Section 
16.4. 

V 

ii). If the tDtal Unforced Capacity of  all Basc Load Generation 
RcsDurces comnaittcd in a Basc Residual Auction for a Delivery Year is less than the 
forecasted nfinimum hourly load calculated by thc Office of  the Interconncction for such 
Delivery Year, the Office of  the Intcrconncction will invcstigate the cause of shortfall. If 
such a shorlt~all occurs in the Base Residual Auctions for tbur consecutive Dclivery 
Years, the Office of  the lnterconncction shall dcclarc 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  thc Intcrcnnncction will conduct a Reliability Backstop 
Auction in accordance with Section 16.4. 

b). In addition to the foregoing events that trigger reliability backstop 
measures, if a ncar-tcnn, i.e., later in time than the conduct of  the Basc Residual Auction for a 
l)elivcry Year, transmission criteria violation caused by an announced generation resource 
deactivation is idcntified by thc regional transmission reliability planning analysis performcd by 
the Office of  the Intcrconncction in accordance with Part V of this Tariff, the Office of  the 
Intcrconncction will idcntify the necessary transmission upgrade. In accordance with such rules, 
such generation resource may remain in scrvicc until the transmission upgradc is installcd. No 
Reliability Backstop Auction ,'`.'ill be conducted. 

16.4. Reliability Backstop Auction 

V 

a). Scope of Auction 

The Office of  the Intercormection 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 Base Load Gcneration Resources to thc 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 
Gcneration Capacity Resources (or, as applicable, 'additional Base Load Generation Resources) for a 
tcrm of up to fifteen (15) Dclivcry Years. If a Reliability Backstop Auction is required, the offer 
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period for such auction shall commence, subject to FERC approval as spcciticd above, no later than 
four months after the Base Residual Auction ill which the tbunh consecutive Capacity Resource 
shortfall occurs. Upon verification and notification by tile PJM Board of Managers that a Reliability 
Backstop Auction is required, the Office of  the Intcrconncction shall post notification that a 
Reliability Backstop Auction is to be held. Upon such notification, the offer period shall 
commence, and shall remain open for six (6) months. 

b). Sell Offcrs 

Each Sell Offer shall spccit~' the following inibnnation, as furthcr specified in the 
PJM Manuals: 

• the minimum price in S/MW-day required by the Capacity Market 
Seller to provide additional Unforced Capacity from a Generation 
Capacity Resource (or from a Base Load Generation Resource, in the case 
of an anction triggcrcd by scction 16.3(a)(ii)); 
• the megawatts of  Unforced Capacity to be provided by such 
resource; 
• the spccific location of the proposed plant; 
• all information required from a Gcncration lntcrconnection 
Customer by Part IV of  this Tariffand the PJM Manuals; 
• general plant technical specifications, as specified in the PJM 
Manuals; 
• the term of cost recover" ("Backstop Period") requested, not to 
exceed 15 years; and 
• the first full Delivery 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 l.oad Generation Resource) accepted in a 
Reliability Backstop Auction shall comply with the procedures for new generation 
interconncction in Part IV of  this Tariff, and each such resource shall be responsible for 
satisfying all capability and deliverability requirements for Capacity Resources, pursuant to the 
Reliability Assurance Agreement. 

c). Submission of Sell Offers 

The Sell Offer period shall begin at 00:01 Eastern Prevailing time on the date 
specified by the Office of  the lnterconnection in the notification posting and shall end at 23:59 
Eastern Prevailing time six calendar months after such date. Sell offers shall be submitted during 
such period in writing to the Office of  the lnterconnection, 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 after receipt of  each such offer. 

V Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government Policy 
August 31, 2005 

Effective: February 1, 2006 



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

PJM Interconncction, I.,.I,.(7. 
FIiRC Electric Tariff 
Sixth Revised Volume No. 1 

Original Sheet No. 601 

V 
d). Posting of Information by the Office of the lntcrconncction 

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

V 

q~, Issued By: 

Issued On: 

• System condition that necessitates a Reliability Backstop Auction; 
• Mcgawatt 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 Dther required specifications for the additional Unforced 
Capacity sought through such auction. 

e). Conduct of  the Reliability Backstop Auction 

i). Auction Clearing Procedure 

The Reliability Backstop Auction shall select the Sell Offer or 
combination of Sell Offers that that satisfies the requirements posted by 
the Office of  the Intcrconncction at the lowest offer price(s). If more than 
one Sell Offer must be selected to satisfy the specified requirements, the 
Sell Offers shall bc 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 rcqt, irements, the Office of  the 
lnterconnection shall select the Sell Offer(s) proposing Generation 
Capacity Resource(s), or, as applicable, Base Load Gcncration 
Resource(s) that will best satisfy overall reliability requirements for the 
PJM Region, as determined by the Office of  the Intcrconnection using 
transmission reliability analysis. 

ii). Market Settlement 

Pursuant to the agreement specified below, each Capacity Market Seller 
submitting a Sell Offer that is accepted in a Reliability Backstop Auction 
shall be paid the offer price in such Sell Offer for each MW-day in the 
Backstop Period, less any payments the Capacity Market Seller is entitled 
to receive pursuant to section 5 as a result of  Sell Offers submitted with 
respect to such Generation Capacity Resource in any Base Residual 
Auction or Incremental Auction, including, without limitation, payments 
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of Capacity P, csourcc Clearing Prices (including tbr Self-Supply) and 
Resource Make-Whole Payments; and less any payments the Capacity 
Market Seller 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 Variable Operations and 
Maintenance costs of such rcsot, rce, 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 l,ocational 
Reliability Charge, assessed on all I,SEs in the PJM Region, pro rata based 
Dn each such I.SE's l)ailv Unforced Capacity Obligations in all I,DAs in 
which such I,SE serves load. 

V 

iii). Standard Contract Provisions 

The Office of the Interconnection, on behalf of all I.SEs in the PJM 
Region, will enter into an agreement with each Capacity Market Seller that 
submitted an accepted Sell Offer in any Reliability Backstop Auction 
providing tbr the payments specified above. Such agreement shall inch, de 
the provisions and address the st~mdards set forth in Section 16.4(b), and 
shall include such other terms and conditions as arc customary in the 
industry, as specified in the PJM Manuals. 

d) FER( ? Approval 

Any such agreement shall provide that it shall be filed with FI-RC as a rate schedule pursuant to 
section 205 of the Federal Power Act, and that the ct'tlcctivcncss 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 Sellers submitting a Sell Offer that is selected in a Reliability 
Backstop Auction must offer all Unforced Capacity of the Generation Capacity Resource 
underlying such Sell Offer into the Base Residual Auctions conducted subsequent to the 
Reliability Backstop Auction for all Delivery Years in the Backstop Period. The Market Seller 
shall offer the Unforced Capacity of such resources into each such auction at zero price, and 
shall receive the Capacity Resource Clearing Price as determined in each such auction. 

16.6 Reliability Backstop Resource Deficiency Charges 

(a) Any Capacity Market Seller that submits a Sell Offer that was selected in 
a Reliability Backstop Auction and that is not able to deliver in a Delivery Year all megawatts of 
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Unforced Capacity specified in the selected Sell Offer, shall not receive any payments that such 
Capacity Market Seller otherwise would have been eligible to receive for such l)clivcry Year 
pursuant to the Reliability Backstop Auction. 

(b) Any Capacity Market Seller that submits a Sell Ofl'cr that was selected in 
a Reliability Backstop Auction and that fails to deliver all megawatts of  [Jnforccd Capacity 
specified m the selected Sell Oflizr at any time during the Backstop Period specified in such Sell 
Offer must refund all payments received by such Market Scller pursuant to section 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 
markct rules, anti 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. 

V 

17.2 Reliabilit?," Pricing Model Auctions Conducted During Transition Period 

(a) The Office of  the Interconnection shall conduct Base Residual 
Auctions for each Delivery Year in the Transition Period in accordance with the following 
schedulc: 

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 Interconncction shall conduct Incremental Auctions for 
each Delivery Year in the Transition Period in accordance with the following schedule: 
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Delivery Year First Second Third 
Incremental Incremental Incremental 

Auction Held Auction Held Auction Held 
If Necessary 

June 1 , 2 0 0 6 -  May 31,2007 None Held None Held None Held 

June 1 , 2 0 0 7 -  May 31,2008 None Held None Held January, 2007 

June 1,2008 - May 31, 2009 None Held April, 2007 January, 2008 

June 1 , 2 0 0 9 -  May 31, 2010 None Held April, 2008 January, 2009 

V 

V 

17.3 Transition Period Locational Deliverability Areas During 

The Office of  the Interconnection shall establish l,ocational Delivcrability Areas 
during the Transition Period in accordance with the fffllowing: 

2006/2007 Delivery Year 
o Mid-Atlantic Area Council ("IMAAC") Region and AI'S 
o ComE& AEP, I)ayton, Dominion and l)uquesne 

2007/2008 Delivery Year 
o MAAC Rcgion and APS 
o ComEd, AEP, Dayton, Dominion and Duquesne 
o Eastern MAAC (PSE&G, JCP&L, PECO, AE, DPL & RECO) 
o Southwestern MAAC (PEPCO & BG&E) 
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2008/2009 and 2009/2010 Delivery Years 
MAAC Region 
ComEd, AEP, Dayton, APS, and Duquesne 
Dominion 
Eastern MAAC 
Southwestern MAAC 
Western MAAC (PenElee, MetEd, PPL) 
PenElec 
ComEd 
AEP 
Dayton 
Duquesne 
APS 
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o AE 
o BG&I" 
o DPI, 
o PECO 
o PEPCO 
o PSE&G 
o JCP&L 
o MetEd 
o PPI. 
o PSEG northern region (north of Linden substation); and 
o 1)PL southern region (south of Chcsapcakc and I)clawarc Canal). 

V 

17.4 Transition Period Resource Operational Reliability Requirements 

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

17.5 Transition Period Variable Resource Requirement Curves 

During the TransitiDn PeriDd, the Office of the Interconncction shall post on tile 
PJM interact site the Variable Resource Requirement Curves that will apply for each Delivery 
Year no later than one month prior to the conduct of the Base Residual Auction for such 
Delivery Year. 

17.6 Market Mitigation 

The provisions of Section 6 shall apply to all Reliability Pricing Model Auctions 
conducted during the Transition Period. 

17.7 Performance Assessment 

Within six months after the end of the fourth Delivery Year, the ()ffice of the 
lnterconncction shall prepare, provide to Members, and file with FERC an assessment of the 
performance of the Reliability Pricing Model. 
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I. C O M M O N  S E R V I C E  P R O V I S I O N S  

I)efinitiuns 

1.0A Affected System: An electric system other than the l ransmission Pro~idcr's 
Transmission System that may be afl'cctcd by a proposed intcrconncction. 

1.0l'l Affected System O p e r a t o r :  An cntity that operates an All'coted S.vstcm or. if the 
Afl;.:ctcd System is under the npcrational control of an independent s}stcm 
operator or a regional transmission organization, such independent entity. 

1.1 Anei l la  O' Sen ' ices :  Those services that arc necessary to support tbe transmissiou 
of capacity and energy from resources to loads ~hi lc  maintaining reliable 
(~peration of  the l ' ransmission Providcr 's  Transmission Svstcnl in accordance 
~i th  Good ( ' t i l i ty Practice. 

1.2 Annual Transmission Costs: The total anl'lual cost of tim Transmission S vstcm 
6.~r purposes of  Network Integration l r ansmiss ion  Service shall be the amot, nt 
specified in ..\ttachmcnt H tor each Zone until amended by the applicable 
I ransmission ( )~ nor or modi fled by the (?ommission. 

1.2A Applicable Regional Reliability Councih l h c  reliability council for thc rcgion 
in which a Network Customer. Transmission Customt:r. lnterconncction 
Customer. or l 'ransnaission (),.vner operates. 

1.3 Application: A request b> an Eligible ( 'ustomcr tbr transmission service 
purst, ant to the provisions of the '1 ariff. 

1.3A Attachment Facilities: The facilities necessary to physically connect a ( 'ustomcr 
Facility to the l ' ransmissi ,n  System or interconnected distribution tacilitics. 

i .3B Behind The Meter Generation: Behind "l'hc Meter Generation refers to one or 
more generation units theft arc located '.~,ith load at a single electrical location such 
that no transmission or distribution facilities mvncd or operated by an} 
Transmission tJv. ncr or electric distribulor are used to deliver cncrg.v from the 
generating units to the load: provided, ho,.vcvcr, that Behind l 'hc  Meter 
Generation does not include (i) at any time. an}' portion of  st, oh generating 
unitls 1" capaciLv that is designated as a (icncrati~,n Capacity Resource: or (ii) in 
an hour. any portion of  the output of  the generating unit[sl that is sold to another 
entity for consumption at another electrical location or into the PJM Interchange 
l-ncrgy Markct. 
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1.311B 

1.3C 

1.31) 

1.3E 

Black Start Service: Black Start Service is tile capability of generating units to 
start v, ilhout an outside electrical supply ,.Jr the demonstrated ability' of a 
generating unit with a high operating tactDr {subject to Transmission Provider 
concurrence) to automatically remain operating at reduced levels when 
disconnected lhnn the grid. 

Capacil2." Intereonnection Rights: l'he rights to input generation as a 
(icnuiation Capacity Resource e~.A~dhtl',le (al',acity g,e~*mrce into tile 
lransmission System at the bt+,--.l'oinl of [r/tcrc~mncclion where the generating 
facilities connect to the l'ransmission System. 

(?apaciD' Resource: l he net capacity lhm~+'~4-~=-~.~t,~I-f-a,~-ed--t~F-~ettefi+~,++~.. 
l{<i-lities-v,,hi,,:h- at'e a+ccre,.liled pur:,,uant io die l;rocedure~, ~' t  ttwth Y, hall have the 
iliualiillg pro',idcd in the Reliability ,,\ssurallcC : \ g r ecn len t  ,,)r the Reliability 
Asst,rance AgrecmcDt-South. 

Capacity Transmission Injeelion Rights: lhc  rights to schedule energy and 
capacity deliveries at a Point of lntcrconnection (as defined in .Section 50.44) of a 
Merchant Transmission Facility v, ith the Transmission System. ('apacity 
lransmission Injection Rights may be awarded only to a Merchant D.('. 
"['ransmission Facility that connects the lransmission S.,,stem ID anolhcr control 
area. l)clivcrics scheduled using ('apacit'. lransmission Injection Rights ha',e 
rights similar to those under l:irm Point-to-point Transmission Ser,,icc or, if 
coupled with a generating unit external to the P.IM 
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lnterconnection See'ices: Generation IntcrconnectiDn Ct,stomers may 
request either of two forms of Interconnectitm Service. i.e.. 
intcrcDnnection as a ('apacity Resource or as an l.:.nerg,, Resource. [-nergy 
Resource status allows the generator to participate in the PJM Interchange 
Energy' Market pt, rsuant to the PJM ()pcrating Agreement. ('apacity 
Resource status alhv, vs the generator to participate in the PJM Interchange 
Energy Market to bc 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 Net','.ork Resource t,ndcr Part Ill. 
('apacity Resources also may participate in IL|-M t.-'ap~it.,,--(--redil--~d-arkets 
Rcliabilit} Pricing \lodcl .\uctitm,, and in Ancillary Services naarkets 
pursuant to the PJM l'aritt" or the Operating Agreement. Capacity 
Resource status is based on providing suflicicnt transmission capability to 
cnst, rc dclivcrabilit', of generator output to the aggregate PJM Net',york 
l.oad and to satist~ variDt, s contingency criteria established b', ' the 
Applicable Regional Rcliabilit3 ('ovncil in which the generator is located. 
Specitqc tests performed during the (icacration IntcrconncctiDn Feasibility 
Study and later System Impact Stud? ~ill identil\, those upgrades required 
to satisl~' the contingency criteria applicable at the generator's location. 

36.1.2 No Applicability to Transmission Sere, ice: Nothing in this Part IV shall 
constitt, tea request for transmission scr',ice, or confer upon a (icneration 
hltercon,lecti()n ( ' t ,  stO,llCr ;.lily right to receixe transmission service, under  
Part 11 or Part 111. 

36.1.3 Acknowledgement of Generation lnterconnection Request: "the 
I'ransmission Provider shall acknov.lcdge receipt of the (icncration 
lnterconnection Request (electronicall', v, hen available to all parties. 
othcrv, ise v, rittcn) v,ithin five (5) business da3 s after receipt of the request 
and shall attach a copy of the received (ieneration Interconnection Request 
to the acknovAcdgement. 

36.1.4 Deficiencies in lnterconnection Request: A (ieneralion lnterconnection 
Request ','.'ill not he considered a valid request until all intbrmation 
required under Section 36.1 has been received by the [ransmission 
Provider. If a (ieneration lnterconnection Request fi, ils to meet the 
requirements set tbrlh in Section 36.1. the Transmission Provider shall so 
notil) the Generation lnterconncction Customer (electronically when 
a',ailable tD all parties, other~ise ~ritten) within five (5J business days of 
receipt of the initial Generation Intcrconncclion Request. Such notice 
shall explain that the Generation Interconnection Request does not 
constitt, t e a  valid request and the reasons for st, oh failure ID meet the 
applicable rcquircmcnts. (icncration Intcrconncction Customcr shall 
prmide the additional informatiDD that TraDsmission Provider's notice 
idcntifics as nccdcd to constitute a valid request within ten (10) busincss 
days after receipt of st, oh notice. Upon timely correction of the 
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Subparl D - INTERCONNECTION RIGilTS 

45 Capacity Interconnection Rights 

45.1 Purpose: Capacity Interconnection Rights shall entitle the holder to deliver the 
output of a ('apacity Resource at the bus where the ('apacity Resource 
interconnects to the Transmission System. The l'ransnlission Provkter shall plan 
the enhancement and expansion of the Transmission System in accordance with 
Schedule 6 of the ()pcrating Agreement such that the holder of ('apacity 
lntcrconnection Rights can integrate its Capacity Resources in a manner 
comparable to that in 'Milch each Transmission ()v, ner integrates its ('apacity 
Resources to serve its Native [.oad customers. 

45.2 Receipt of Capacity [nterconnection Rights: Generation accredited under the 
Reliability Assurance Agreement or the Reliahili{-v-A-~v,','a:~cc .\.:',c,:m::;' ~'k:t:'h 
as a Capacity Resource ~)t under the Reliabilit.v .-\ssura)~e--:x,g+eeme~-~kge~ a~,-a+~ 
Ava~l<tble ('aDtcity Re~+,,ttr.,.:e-prior to the original effective dale of this Part IV 
shall have Capacity [nterconncction Rights commensurate v.ith the size in 
mcga,,vatts of the accredited generation. ~hen a Generation lnterconncction 
('ustomer's generation is accrcdited as a ('apacit? Resource. the Generation 
[ntcrconnection ('ustomcr also shall receive Capacity lnterconncction Rights 
comnlcnsuratc ~ith the size in megawatts of the generation accredited as ~, 
Capacity Resource. Pursuant to applicable terms of Schedule 10 of the Reliability 
Assurance Agreement. Reliability Assurance Agreement-South or t)t" the 
Reliability Assurance Agreenlcnt-Wcst, a l'ransmission lnterconnection ('ustomer 
may combine Incremental l)eliverability Rights associated with Merchant 
'1 ransmission Facilities with generation capacity' that is not othcmisc accredited 
as a ('apacity Resource for the purposes of obtaining accreditation of such 
generation its a Capacity Resource and associated ('apacity lnterconnection 
Rights. 

45.3 Loss ofCapaci~ Interconnection Rights: 

45.3. I Operational Standards: To retain Capacity lnterconnection Rights. the 
generating resource associated with the rights must operate or be capable 
of operating at the capacity level associated "~,,flh the rights. Operational 
capability shall bc established consistent v,ith Schedule 9 of the Reliability 
Assurance Agreement. the P, eliahility Assurance Agreement-South or the 
Reliability Assurance Agreement-West and the PJM Manuals. Generating 
resources that mcct these operational standards shall retain their Capacity' 
lntercomlection Rights regardless of v, hcther they are available as a 
Capacity Resource or are making sales outside tile PJM Region. 
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110 Permanent Capaci~' Resource Additions Of 20 MW Or Less 

l h i s  section describes procedt,res related to tile submission and processing of (iencration 
Imerconncction Requests related It.) ne',v generation resources o1"20 MW or less or tile increase in 
capability', by' 20 MW or less. of  an existing generation resource, for which Capacity 
lntereonncction Rights arc to be granted Such resources may participate in the PJM energy and 
capacity markets and may. theretbrc, be used by load scr`'ing entities to meet capacity 
obligations imposed under the P.IM Reliability Assurance Agreement or the Reliability 
Assurance Agreement-South. "l'hcsc procedures apply to generation resources ",`'hich. `'`'hen 
connected to tile sy, stem. are expected ID remain connected to the system tot the normal life span 
of  such a gcner:,tion resource, l hese  procedures do not apply to resources that are specifically 
being connected to the system temporarily'. ',`'ilia the expectation that the', `'`'ill later be remo',ed. 

110.1 Applicafi .n 

The lnterconncction ( 'ustonlcr desiring the interconnection of  a nev, (ictlclation 
Capacity Resot, rce of  20 MW or less or the increase in capacit',, by 20 MW or 
]ess. of  an existing (icncration ('apacity Resource. must submit a completed 
Attachment N Form of Generation lutcrconneetion Feasibility Study 
e\grcement. Attachment N of  tile PJM ['ariff may be lbt,nd on tile PJM v,.cb site at 
v,v,v,.pjnl.com;geninter/genintcr.htm] and lllUSt be st,bmitted to Transmission 
Provider. 

All requirements related to the submission, for a larger resource, of  an Attachment 
N application mr, st be satisfied for a c:,pacity addition of 20 MW or less. except 
that the nou-rcflmdablc $10.000 deposit reqt, irement is v, aived. In submitting the 
Attachment N application, the Intcrconnection Customer ma.', strike out and initial 
;,ll references to the non-rcfund;,ble $10.000 deposit. While the der, osit 
requirement is ',`'ai,,'cd. the lntcrconncction Customer is responsible for all costs 
associated '.vith the processing of  the request and the pcrf~rmance of the 
Feasibilit`" Stud;" related to the reqt, est and ,.',ill be billed for such costs tblloxsing 
the completion ~)ftbe l"casibilit,, Stud`'. 

L)ocumentation of site control must be submitted, for small resource additions. 
with the completed Attachmcm N. Site control may be demonstrated through an 
exclusi'.c option to pt, rchase the property on v, hich the generation project is to be 
developed, a properly deed. or a range of  tax or corporate documents that identity' 
property ownership. Site control must either be in the name of  the party 
submitting the generatioD interconnection request or documentation must be 
provided establishing the business rch|tionship 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  interconncction, and gcneratiDg 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 
AttachmcDt N application have been met. tile GcncratiDn Interconncction Request 
,.,,ill he eDtercd into the then current lntcrconnection Queue for analysis. The 
generation addition project ~sill bc identificd in the Intcrconnection Qt, euc on the 
PJM x,,cb site by the size of the capacity' addition and by its propDscd Point of 
lntercDnnection on the PJM system. 

110.2 Feasibil i~ Stud) 

Feasibility Stud-`" analyscs can generally bc expedited by" examining a limited 
contingency set that focuses on the impact of tile small capacity addition DD 
contingency limits in thc vicinity of the (\.'notation Capvcity Resource. linear 
analysis tools arc used to evaluate the impact of a small capacity addition ,aith 
respect to compliance with Applicable Regional Reliability Council contingency 
criteria. Generally. srnall capacity additions will have ,,cry" limited and isolated 
impacts on sy'stem facilities. If criteria violations are observed, further At" testing 
is required. 

Short circuit calculations are pcrtbrmcd tbr small resource additions to ensure that 
circuit breaker capabilities arc not exceeded. 

Once the Feasibility Study is completed, a l.casibility Study report ~ill bc 
prepared and transmitted to the lntcrconnection ('ustomer along v,ith a S.,,stem 
Impact Study Agreement. In order to remain m the Intcrconnection Quct,e. the 
[nterconncction Custon]er mr, st return the executed S.vstem Impact Stud',' 
Agreement ',,,ithin 30 day's, along v, ith doct, ments dcnmlastratmg that an initial air 
pcrmil application has bccn filed, if rcqt, ircd. l'hc requirement for a $50J)00 
deposit associated with the System Impact Study Agreement is waived. In 
submitting the System Impact Study Agreement. the lntercunncction ('ustomer 
may strike out and initial all references to the $50.O()O deposit. While the deposit 
rcqt, irement is v, aivcd, the lntcrconncction Customer is rcspDnsiblc lbr all costs 
associated with the performance of the System Impact Study related to the request 
and v, ill bc billed tor such costs lbllDv,'ing the cDmplction of the System Impact 
Study'. In some cases. '.vherc no nctv,ork impacts arc identified and thcre arc no 
other projects in the vicinity of the small rcsot, rcc addition, the Sy'stcm Impact 
Study ma t" not be rcquircd and the project ~ill proceed directly to the Facilitics 
Stud,`". 
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110.3 System Impact Stud)" 

As ',sith the Feasibility Stud.,,. expedited anal)sis procedures v, ill be utilized. 
',,,here appropriate, in the course of  the S.', stem Impact Study. 

l.oad deliverability ",,.ill only be evaluated for sub-areas where margins are kno,.'ql 
to be limited In most cases, the addition of  small (iencrati~m ('apacity Resources 
~ill improve local deliverability margins, l-lo~vcvcr, if sub-area margins are 
known to be limited, tile impact of  the nc'a resource ,aill bc e','aluated 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 ,.',ill have no impact on generator dcli;crability in an area. If 
,.iolations arc observed, more detailed testing using AC tools is required. 

Stabilit', analysis is generally not performed tbr small capacity additions. If tile 
capacity of  an existing generating resource is increased by 20 MW or less. 
stability ',',ill be c',aluatcd lbr critical contingencies Phi', if existing stability 
margins are small. Ncw(iener'atiLm ('apacity Resources of  20 MW or less ',,,ill 
only be evaluated if the',' are connected at a location ','.here stability margins 
associated with existing resources arc small. 

Short circuit calculations arc performed during the System Impact Stt,dy for small 
rcsot, ree additions, taking into consideration all elements of the regional phm. to 
ensure that circuit breaker capabilities are not exceeded. 

Once the System Impact Stud) is completed, a S.',stcm Impact Study report v, ill 
be prepared and transmitted to the Intcrconncction (?ustomcr ahmg v,ith a 
Facilities Study Agreement. In order to remain ira the Interconnection Queue. the 
Intereonncetion ( 'ustomer must return the executed Facilities Stud'.' Agreement 
v,'ithin 30 days. ahmg v, ith a deposit in tile amot, nt of the estimated cost of the 
Facilities Study. If no transmission system facilities arc required, the Facilities 
Study may not be required and the project will proceed directly to tile execution 
of  an lnterconnection Service Agreement. 
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As with larger generation projects, transmission tacilities design tor any required 
Attaclnnent Facilities. l.ocal Upgrades and, or Net,.`,ork [;pgradcs ',','ill bc 
performed through the execution of  a Facilities Study Agreement between the 
lntcrconnectiDn (Tustomcr and Transmiss ion P rmidc r .  [ r ansn l i s s ion  Provider 
nlav contract  `,vith consultants ,  including the t ransnlission o`,\llers, or contrach' ,rs  
attune on their behalf, to perform the bulk of  the activities required under the 
l.acilities Study Agreement. hi some cases, tile lnterconncction ()ustomcr and 
Transmission l'rovider inay reach agreement alM,.vmg the hlterconnection 
Customer to separately arrange tbr the design of  some of  the required 
transmission thcilities. In such cases, lacilities design ',`,ill be re`, ie'aed, under thc 
Facilities Study Agreclncnt. by the transmission m`,ner. 

Facilities design for small capacity additions ',`,ill be expedited to the extent 
possible. In most cases, few or no Network {:pgrades will be required tor small 
capacit', additions. Attachnlent Facilities. lbr some small capacity additions, may. 
in part. be elements of a "'turn key"' installation. In such instances, tile design of 
"'turn key" attachments will be rexiewed hy' the transmission m~.ners or their 
contractors.  

110.5 IntercDnnection Service Agreement 

As ,̀̀ , ith larger generation projects, an hlterconnection Service Agreement must he 
executed and filed v, ith the I']!R('. The [nterconncction Ser',ice Agreement 
identifies tile obligations, on the part of the lntcrconnection ( 'ustomer. to pay for 
transmission lacilities required to facilitate the interconnection and the Capacity 
lnterconncction Rights ,̀̀ , llich are av, ardcd to tile (icncralion Capacity Resource. 

Ill general, tile execution of an lntcrconnection Service Agrecnlcn! is no dil'lin'cnt 
lbr capacity additions of 20 MW or less than tbr larger (icnct;Ition ('apacit.', 
Resources. tlo~`,cvcr, in instances where an increase of  2(I MW or less to an 
existing (icncmlion ('apacity Resource can be put ill set'x ice imnlediately, a 
modified lntcrconnection Service Agreement may be executed. If such an 
increase is expedited through the System hnpact Study phase, ahead of  larger 
prqiects already in tile lnterconnection Queue. an [nterconncction Service 
Agreement will be executed granting interim Capacity' Interconnection Rights. 
These interim rights v,ill 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 tinle, the interim rights awarded the snlaller capacity addition will become 
dependent on the construction of  any required transmission facilities and the 
satislhction of all,,,' financial obligations for those facilities. If. once those 
obligations are defined, the smaller capacity" addition desires to retain the intemn 
Capacity lntcrconnection Rights, a new Intcrconnection Service Agreement '.',ill 
be executed. 
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If a new (icncration Capacity Resource of  20 MW or less can bc quickl,v [ 
connected to the system, interim Capacity lntcrconncction Rights can be av.'ardcd, 
as above, th,'ough the cxecutiDn of a modified lnterconilcction Scr`.ice 
Agreement. 

110.6 Other Requirements 

Requirements and application procedures related to P.IlVl membership are 
specified m tbe PJM Manuals. Additionally, the PJM Manuals detail a range of  
operational requirements for generation ov.tlers related lb. among other things, the 
need for control center thcilitics and modeling in the PJM Energy Management 
System and unit conlmilnlenl tDols. 

I I I Permanent Ener!~. Resource Additions Of 20 MW Or l.ess 

This section describes procedures related to the submission and processing of requests 
related to the intcrconnectiDn of new generation resources of 20 MW or less or the increase in 
capability, b v 20 M\V or less, of an existing generation resource, tor ',`.hich ('apacity 
Intcrconnection Rights ,.'.ill not be granted. Such resources may participate in the PJM energy 
markets, but not in the PJM capacity markets, l hcy  may. theretbrc, not be used by load ser',ing 
entities to meet capacity" obligations imposed under the PJM Reliability Assurance Agreement or 
the Reliability Assurance Agreement-South. lhesc procedures apply to generation resources 
`.vhich, when connected to the system, are expected to remain connected to the s)stem for the 
normal life span of such a generation resource. '1 hese procedures do not apply to resources that 
are specifically being connected to the systenl tcrnporaril'., with the expectation that the`. ~ill 
later be removed. 

111.1 Application 

The lnterconncction CustDmcr desiring the intcrconnection of  a nev, lmerg'. 
Resource of  20 MW or less or the increase in capability, by 20 MW or less, of  an 
existing resource, mtlst submit a completed Atlachment N Form of Generation 
lntcrconncction Feasibility Study' Agreement. :\ttachmcnt N of  the PJM l'arifl" 
may be found on file PJM `.`.eb site at v,w,,'..pinLcom/geninter/geninterhm'd and 
must be submitted to Transmission Pro'.ider. 

i11.2 Feasibility Study 

Feasibility Study analyses can generally be expedited by' examining a limited 
contingency set that tbcuses on the impact of  the small Energy Resource addition 
on contingency' limits in the vicinity of  the resource, l,incar analysis tools are 
used to evaluate the impact of a small Energy' Resource addition `.`.ith respect to 
compliance with Applicable Regional Reliability ('ouncil contingency criteria. 
Generally, small resource additions `.`.'ill ha','e very limited and isolated impacts on 
system facilities. If  criteria violations are observed, lhrtber A('  testing is required. 

Short circuit calculations are perlbrmed tbr small resource additions to ensure that 
circuit breaker capabilities are not exceeded. 
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111.3 

Once the Feasibility Study is completed, a Feasibility Study report ',',ill be 
prepared and transmitted to the InterconnectiDn Custonler along v, ith a System 
Impact Stt,dy Agreement. In order to remain in the lnterconnection Queue, the 
Interconncction Customer must return the executed S.vstem hnpact Stud,. 
Agreement '̀̀ . ithin 30 days. along `'`.ith documents demonstrating flint an initial air 
permit application has been filed, if reqt, ired. The requirement fc, r a S50.f)O0 
deposit associated `.vith the System hnpact Study Agreement is `.`.aised In 
submitting the System Impact Study Agreement. the httcrconnectiDn (_'ustonacr 
may strike out and initial all references to the $50.000 deposit. While the deposit 
requirement is `.`.aivcd. the Interconnection ( 'uslonlcr  is responsible for all costs 
associated with the performance of the S vstem Impact Study related to the request 
and ,,',ill be billed for such costs lollo,.ving the completion of the S.,,stcm Impact 
Study. In some cases, v, here no net`'`'ork impacts are identified and there are no 
other projects in the vicinity of the small resource addition, file System hnpact 
Study may not be required and the pro.iect `.`.ill proceed directly to the Facilities 
Study. 

System Impact Study 
..'ks `'`'ith the Fcasibilit} Study. expedited analysis proccdt,rcs `.`'ill bc t,tilizcd. 
,a hcrc apprDpriate, in the course of the S> stem Impact Study. 

l.oad dcli`.crability and generation deli`.crability tcsts arc not perlormcd for 
Energy Resot, rccs. 

Stability analysis is gcncrally not pcrtormed for small capacity additions. If the 
capacity' of an existing generating resource is increased by 20 MW or less. 
stabilit'. `'`"ill bc cvah, ated lbr critical contingencies onl`. if existing stability' 
margins are small. New (icucullitm ('apacity Resources of 20 MW or less .̀̀ .ill 
only bc evaluated if the.'," arc connected at a location where stability margins 
associated with existing resources are small. 

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

Once the S vstem Impact Stud.,, is completed, a System hnpact Study report ~ '̀ill 
bc prepared and transmitted to the htterconnection ('ustomer along ,.vith a 
Facilities Stud'.' Agreement. In order to remain in the interconnection queue, the 
lnterconnection Customer must return the executed Facilities Study Agreement 
within 30 days. ahmg `.`.ith a deposit in the amount of the estimated cost of the 
Facilities Study. If no transmission s vstem facilities are required, the Facilities 
Stud',' may not be required and the project `.`.ill proceed directly to the execution 
of an hltercDnnection Ser,,icc Agreement. 
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l'otal Generation ()~ner Monthly Revenue Requirement is the sum of tile Zonal 
Generation (hvner Montllly Revenue Requircnlents for all Zones in the PJM 

Region. 

Allocation Factor is the nlonthl~ transmission use of each Net~ork Customer or 
'lransmission ('ustonlcr per /one or Non-Zone. as applicable, on a rncga,,',att 
basis divided by the total transnlission use in the Zone or in tile PJM Region. as 
applicable, on a mega\vatt basis. 

For Network Customers, monthl~ transmission use on a nlcgawatt basis is 
the sum of a Network Customer's dai b values of I)('PZ or I)('PNZ (as 
those temls are defined in Section 34.1"1 as applicable, for all da~s of the 

month. 

For l ' ransnlissioi1 ( ' t lsR)nlcrs .  nlt)nthl ' ,  t ransnlissiDll  use  on a ll lCgawal I. 
bas i s  is the St.lnl of the "['ransmission ( 'ustomer's houri', anlot lnts  o f  

Reserved Capacity in tile month (not curtailed b} ILl'M) divided b} 24. 

Adiusmlcnt Factor is determined as tile sunl of tile total monthly transmission use 
in the PJM Region. exclusive of such use by lransnlission ('ustomers serving 
Non-Zone l.oad, divided b.~ the total nlonthly transmission use in the PJM Region 

till a mega~ art basis. 

In the event that a single custouler is ser,,ing load in more than one Zone. or serving Non- 
Zone l,oad as ~cll as load in one or more Zones. or is both a Net~¥ork Cuslonler 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 lhis Schedule 2 

lbr each category of service. 

P a y m e n t  to ( , c n e r a t i o n  ( ) ~ n c r s  

Each month, the Transmission Provider shall pay' each generation owner an amount equal 
to the generation owner's naoDthly revenue requirement as accepted or approved by the 
(\)remission. In tile e~ent a geDeration turner sells a {icneralion Capacity Resource(s) ',vhich is [ 
included in its current effective monthly revenue requirement accepted or approved by the 
Commission. payments in that generation or, her 's  Zone may be allocated as agreed to by' the 
owners of (icncration Capacity Resources in that Zone. Such o~ncrs shall inform Transmission ] 
Provider of an',' sttch agreement. In the absence of agreement among such owners, the 
Comnlission. upon application, shall establish the allocation. 
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S C I I E D U L E  9-5 

Capacity Resource and Obligation Management Senice  

a) ( 'apaciLv Resource  and Obligat ion Management  Ser~ ice comprises  tile activities 
o f  PJM associated with (i) assur ing that cus tomers  have ar ranged for sufficient genera t ing  
capaci ty  to meet their installed unforced capaci ty  obl igat ions tinder the Reliability Assurance  
Agreement ("RAA").-tl~e--R+el4al~4it~--,~tmmt'e....i\greentent-gouth t "R , \A -Sou th " t  and the 
R-e]-ia!~i!iP..\:;:.tlril',k'e Agreetttettt-\,VeM #"RAA-~Ves,I'-'-t; (ii) prDcessing Net~vork Integration 
Transmiss ion Service: u4+tt-.(iii) adminis ter ing the capaci ty  credil market in Rcliabilit} Plicin,.z, 
Xlodcl auct ions lor the PJM P, egion7 and (iv} adminis ter ing or providing technical support  tbr the 
RAA-%~tttlva+uL44,X.A-West (as delegated to PJM under the RAA. and RA: t -Sou th  and R:XA- 
West),  including, but not limited Iv, long-term load forecasting,  studies to establish reserve 
requirements,  and the determinat ion Df each I .oad-Ser~ing Emi ly ' s  capaci ty  obligat ions.  P J M ' s  
cCapaci ty  In\cruet-based IODI enables many {~1" these functions. PJM provides this s e n i c e  to 
l .oad-Serving  Entities and to o,xners o f  Capaci ty  Resources.  as such terms arc defined in the 
R A A .  R .\ ,\ -S~ u tth and 14.4A- ~-es+. 

b) PJM will charge each l ,oad-Serving lintity in the PJM Region each month a 
charge  equal to the Capaci ty  Resource  and Obl igat ion Management  Service Rate stated below 
times the summat ion  tbr each da) o f  such month  o f  the Ao. 'ounted-bo~ I n t b r c c d  ('apacit.x 
Obligat ion o f  such user. as determined lbr each such day  pursuant  to Schedule 7 o f  the RAA.  
,";,chedule 7 g o f  the R A A - g o u l h  or  N(.'hedule 7 o f  tile t<~.-\:\-~x,e~,l: provided, however .  {l}it{ D) 
calculating ~.ucl; u~' t 's :\c:c~uutted-t;o+-I ll->liTathm t;.w p~-rD~'+e',*tt this S~:hedule-ta-5. '~uch-u,,et <q 
A I M  load eredits shall t+~-l~e dedueted-fr~+m-s+t,=h-u,+ef:~,-di-vet:sil-y .ia~tot:-atlT,<tsted ~t#tillilt'~'F-p~2#lv: 
it~, %~,l)tt]tl oiher~*,i~e be t:Me~dai~t-tmdeF-~b~-It+~DtUba--~e~-li::"[: i:: '..txb-~lted+de-g. 

c) In addi t ion to any charge  under  paragraph  (b). P.INI "MII charge each momh.  each 
emit) their scl l->chcdulcd,  or sold and cleared,  in a Rcliahilit 5 Pricing Xlodc[ Auction,  o~-t')er ~t'a 
(.'ap;.lcily Resourcc,~ colnnl i l lcd  hi scrx ¢ htad tor such ea*_'h month ,  a c h a r g e  equal  to the ( ' a p a c i t y  
Resource and Obl igat ion  Management  Ser~icc Rate stated below times such o.v.t~¢s--¢ntit}':, 
total share, in MWs,  o f  the [ :n tbrced  Capacity o f  all Capaci ty  Resources  ,...,,~.,~ , .  ;~ "...,.,~'-'~ . . . . .  ,., ,.a" 
pm't--,,zlcared or self-scheduled by such ov,,tterentit), for commil tncnt  to scr ' ,c load dur ing  such 
im hwhete  s t c h  o r ,  te -s  share-,~l-+he l- t orced-4 apa¢~.v-~t--eat-'h-4--apa~4+y-44~-e-),a~r+~ally 
. . . . . . . .  i ! . . . . . . .  i . . . . . . . . . . . . .  l..,u ~. : . . . . . . . . . . . . . .  : . . . . . . . . . . . .  I, : ~ p e ~ : e u ~ b _ ~  e ne~sl')i I intere+,H4+ 
...... i. ~-. ....... :'" R t4, +',=he +~- ~-'vl4i- ¢~d-4-'-apa~-i-tv-~+f-eaeh--(-' 4~, R 1 . . . . . . . . . .  z ...... : es~+t-~ee,:-.-m - f-e- ~e- h ~ . +g-~a~ .v  esamree s }al he 
the I :nlbrced Capacity tn~si recentlv-del~'nli~ed-i+~--we~ 'l-a+~e-wi-th-gm--14%..\:--RA-A-N~ith-~F 
|4~\ r~-~44~--s~ ' -h  t. "<,i,.~.<::" R,::;;:~.':',e~.,~4i-~:-ei~.k-~ .ta-y-~g.'-4he i~umlh Ibr which lhe charae., under 
' ~': ............... " (;' ;4s4vei+t~ c ale ~lllted. 
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II. Transmission Congestion Credits. 

I. General. 

Financial Transmission Rights may bc acqt, ircd b> purchase in the Financial Transmission 
Rights attctiDns or in the scctmdary market provided tbr in ScctiDn 7 of the Appendix to this 
Attachment K. The ()ttlce of the lnterconnection will post inf~rmation ~m the OASIS regardiDg 
FTR at, orion results. F I R  transfers, including which FI'Rs haxc been transferred, the amount ¢ff 
the transt;,:r (MW). the duratiotl of the transfer and the identity t)f the bu3er and seller. 

For a ne',,, PJM :Dnc. each Transmission Customer purchasing Firm Point-tD-Pomt Service. each 
Nct.,.,ork (?ustomer..,vith respect to its reservation of l]riu transmission scr.,ice for dcli.,eries 
from Nct'o, ork Resources to Net',.,ork 1.Dad. and each lransmission (),.,,nor with respect t~l its 
reservation oi" firm transmission service for the delivery of cncrg., from (icncrati~m Capacity 
Resources to Native l.oad ('t, stomers (an; of  the IbregDing being referred to as a "'Firrn 
lransmissiDn llser"), shall recci,.c Financial Transmission Rights ("FTRs") cDrrcsponding to 
ptfints of receipt and dcli.,er', designated lbr their firm uses of  the l ransmission S vstem. Such 
['TRs shall remain in effect until the first annual allocation of Auction F.evenue Rights to occur 
atier the integration of such no;', PJM zone into the PJM Interchange l'ncrg.', Market. 

Each holder of an 1"'1"I~, shall receive the total lransmission ('ongcstion ('rcdits determined in 
accordance ~,ith section I~12) of this Attachment. 

2. i)etermination of Credit. 

(a) O v e n i e w .  For each hour .,vith respect to which tile Transmission Provider recei,.es 
payments of l'ransmission ('ongcstion ('hargcs, determined in accordance .,~ ith section A of  this 
Attachment. Transmission ('ODgCStiOD Credits shall be allocated to the holders of  FinaDcial 
Transmission Rights. As explained in subsection (b). the Financial Transmission Rights are 
associated v, ith the points on the lransmission S}stcna bct',~.ccn v, hich the Firm l 'ransmission 
User to uhom the F I R  ',','as originall,v issued has arranged for the lima transmission of  electric 
energy, ~vhcthcr on a nct.,vork or point-to-point basis. Holders of F I R s  receive credits 
auributable to the difference, if any, bet.,vccn l,ocational MargiDal Prices at the Point or Points of 
Receipt and the Point or Points of Delivery associated with the Financial Transmission Rights. 
As explaiDcd in subscctiDns (b) and (c). each F'IR holder shares in Transmissiori Congestion 
Credits to the extent it holds Financial lransmission Rights bet.,veen the Point or Points of 
Receipt and the Point or Points of  Delivery at .,~hich congestion is experienced in a particular 
hour. Distribution of  credits in this manner ensures that each F'IR holder .,.,ill not incur cncrgy 
costs that are greater than the costs of  energy from the generation resources associated with the 
FTR holder's Financial lransmission Rights. Target allocations of  Transmission ('ongcstion 
Credits to holders of  Financial fransmission Rights arc calculated in accordance with subsection 
(c) and lransmissiDn Congcstion Credits arc distributed in accordance with that allocation, as 
described in st, bsection (d). 
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1.3.11) Internal Market Buyer. 

"Internal Market Buyer" sh,'dl mcart a Market Buyer making purchases of energy 
from the PJM Interchange l-nergy Market for ultimate consumption by end-users 
inside the PJM Rcgion that arc served by Nct~vork Transmission Scrn'icc. 

1.3.11 Inadvertent Interchange. 

"Inadvertent Interchange" shall mean the difference between tact actual energy 
t]ow and net scheduled energy tlow into or out of the individual Control Areas 
operated by PJM, as determined and allocated each hour by the Oftice of the 
Intcrconncction in accordance with the procedures set forlh in the PJM Manuals 
to each Electric Distributor that reports to the Office of the Interconncction its 
hourly net energy tlows from metered tic lines. 

1.3.12 Market Operations Center. 

"Market Operations Center" shall mean the cqt, ipmcnt, facilities and personnel 
used by or on behalf Df a Market Participant to communicate and coordinate with 
the Office of the Intcrconncction in connection with transactions in the PJM 
Interchange Energy Market or tile operation of the PJM Region. 

1.3.13 Maximum Generation Emergency. 

"'Maximum Generation Emergency" shall mcan an Emergency declared by thc 
Office of tile lnterconnection in which the Office of the lnterconnectinn 
anticipates requesting one or more Generation Capacity Resources or Available 
( ' a p ~ v c i t y - ~ t o  operate at its maximt,m net or gross electrical power 
output, subject to tile equipment stress limits for st, ch GcncratiDn 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 lntcrconnection in which the Office of the lnterconnection 
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 5larket Buyers. 

1.4.1 Qualification. 

(a) To bccome a Market Buyer. an entity shall submit an application to the 
Officc of  the Interconncction, in such form as shall bc cstablishcd by the Office of 
the lnterconncction. 

(b) An applicant that is a l.oad Serving l-ntity or that will purchase on behalf 
of  or for uhimate delivery to a Load Serving Entity shall establish to the 
satisfaction of the Office of  the Intcrconncction that the end-users that will be 
served through energy and rcl~ttcd scrviccs purchased in the PJM Interchange 
[-ncrgy Market, are located elcctrically within thc PJM Region. or will be brought 
within the PJM Region prior to any purchases from the PJM Interchange Energy 
Market. Such applicant shall further dcmonstratc that: 

i) The Load Serving Entity for thc cud users is obligated to mcct the 
requirements of  the Reliability Assurance Agreement, Reliability 
A:;:mra::c:: .~gr:.:::m:::", C~:ulh ~:r P.::!iaSilil-y-,-,M,w,~÷~:atv.',e A~eeme.t-%~Cesh as  
applicable: and 

ii) Thc l.oad 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 l.oad Serving l-ntity 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 

ii) The applicant's PJM Interchange Energy Market purchases will 
ultimatcly bc 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. 

(e) 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 PJM 
Region and the PJM Interchange Energy Market; 
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dctemmwtion. The Office of the Intcrconncction shall respond promptly to any 
reasonable and timely request by a Mcmbcr for additional infommtion regarding 
the basis for the Office of the Intcrconncction's detemfination, and shall take such 
action as it shall deem appropriate m response to any request for reconsideration 
or other action st, bmittcd to the Office of the lnterconnection not later than 3t) 
days from the initial notification to the Membcrs ('ommiltec. 

1.4.5 Existing Participants. 

Any entity that ,.'.'as qualified to participate as a Market Bt, yer in the I'JM 
Interchange Energy Market under the Operating Agreement of PJM 
Interconncctinn L.L.C. in eftbct immediately prior to thc Effective Date shall 
continue to bc qualified to participate as a Market Buyer in the PJM Interchange 
Energy Market under this Agreement. 

1.4.6 Withdra``val. 

(a) An Internal Market Buyer that is a I.oad Serving Entity may withdraw 
from this Agreement by gi``'ing written notice to the Office of the Intcrcommction 
specifying an effective date of withdraw:fl not earlier than the eftective date of(i) 
its withdrawal from the Reliability Assurance Agrecment,-RMiabi-li'y A:;:;v,:'a:"c-,: 
Agreemem4~uth or Retiabitity~-.': , nt-West, or (ii) the 
assumption of its obligations under the Reliability Assurance Agreement, 
R el.i-abi44D,-/Assu r ante --A gr-etn~:~en~ - x & + ~ R - ~  y A ssnrance-- Agree~r.m~- 

by an agent that is a Market Buyer. 

(b) An External Market Buyer or an Internal Market Buyer that is not a I,oad 
Serving Entity may withdraw from this Agreement by giving written notice to the 
Office of the lmerconnection 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 Buycr that has withdrawn from this Agreement may reapply to 
become a Market Buyer in accordance v,,ith the provisions of this Section 1.4, 
provided it is not in default of any obligation incurred under this Agreement. 
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i) Administer the PJM Interchange Energy Markct as part of  
thc PJM Region, including schcduling and dispatching of 
generation resources, accounting tbr transactions, rendering bills to 
the Market Participants, rccciving payments from and disbursing 
payments to the Market Participants, maintaining appropriate 
records, and monitoring thc compliancc of Market Participants 
~ith thc provisions of this Agreement, all in accordance with 
applicablc provisions of the Office of  thc Intcrconncction 
Agrccmcnt, and the Schedules to this Agrecmcnt; 

ii) Review and evaluatc thc qualitication of eratities to be 
Markct Bt.ycrs or Market Sellers undcr applicablc provisions of 
this Agrccmcnt; 

iii) Coordinate, in accordancc with applicable provisions of 
this Agreement, the Reliability Assurancc Agreement, 
Reliabi4ity -Assurance Agreement-S~th,  the R',:!i',:Si!ity ,,\ss.t~ranc~ 
• -, " - ,  thc Wcst Transmission Owncrs Agreement, the 
South Transmission Owner Agreement and thc East Transmission 
Owners Agrccmcnt, maintenance schedules for gcncration and 
transmission rcsourccs operatcd as part of  the PJM Region; 

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

v) Determine and declare that an Emcrgcncy is expected to 
exist, exists, or has ceased to exist, in all or any part of  thc 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) agreemcnts for the transfcr 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) 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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v 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 Gcnerati(m Capacity 
Rcsot, rces available for dispatch by the Office of the Interconnection. Bilateral 
arrangements that contemplate the physical transfer of energy to or front a Market 
Participant shall bc reported to and coordinated with the Office of the 
Intcrconnectinn 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 arc curtailed or intern, pted for any reason (except for curtailments or 
intcrrDptions through active load management for load located within the PJM 
Region). 

(c) To the extent the Office of the lntcrconncction dispatches a 
Generating Market Buyer's generation resources, such Generating Market Buyer 
may elect to net the output of such resources against its hourly Equivalent l,oad. 
Such a Generating Market Buyer shall bc dccmcd a buyer from the PJM 
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 PJM 
lntcrchmlgc t-xpnrls. 

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

(i) A Market Sellcr may self-supply Station Power for its 
generation theility 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 Iocational marginal price ("LMP") at its 
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d) A unit capable of  automatic cnergy 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. 

1.7.21) Communication and Operating Requirements. 

(a) Market Participants. Each Market Participant shall have, Dr 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 mcct the requirements 
of  the Market Participant's transactions with the PJM Interchange Energy Market, 
including but not limited to the fullowing requirements as applicable. 

(b) Market Sellers selling from resources within the PJM Region shall: 
report to the Office of  tlae Interconnection sources of  energy available for 
operation; supply to the Office of  the Intcrconncction all applicable Offer Data; 
report to the Office of  thc Intcrconnection units that arc 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 dircctivcs to start, shutdown or change output levels of  
generation units, or change scheduled vDhages or reactive output levels; 
continuously maintain all Offer Data concurrcnt with on-linc operating 
infommtion; 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 Interconneetion 
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 Intereonneetion all bilateral 
purchase transactions; respond to other Office of  the lntereonneetion directives 
such as those required during Emergency operation. 
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1.9.2 Planned Outages. 

(a) A Generator Planncd Outage shall bc includcd in (icncrator 
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 lnterconnection shall conduct Gcncrator Phmncd 
Outage scheduling for (_~c.ncrati(2t! Capacity' Resources in accordancc with the 
Reliability Assurance Agreenaent=-',hc P,.,:!i~-Si!i','.' .\:;:an:a,r~ee--Ae~et-~)enbSouth~ 
~ - w - A s s u F a ~  ~ ' , and thc PJM Manuals and in 
consultation with thc Members owning or controlling the output of (-:+~-e+ry 
Resouree.ssuch Rcsuurccs. A Market Particil')ant shall not be expected to submit 
offers tbr thc sale of energy or other sen'ices, or to satisfy delivery obligations, 
from all or part of a generation resource undergoing an approved Generator 
Planned Outage. If the Office of the Intcrconncction dctcrmincs that approval of 
a Generator Planned Outagc would signiticantly affect thc reliable operation of 
the PJM Region, the Office of tile Interconnection may v, ithhold approval or 
withdraw a prior approval. Approval tbr a Generator Planned Outage of a 
(;enqr~!tigi~Capacity ResDt, rcc shall be withheld or withdrawn only as necessary 
to cnsure thc adcqt, acy of rcscrves or thc rcliability of thc PJM Region in 
cmmcction with anticipated implcnlcntation or avoidance of Emergency 
proccdurcs. If thc Officc of thc Interconncction withholds or withdraws approval, 
it shall coordinate with the Market Participant owning or controlling thc rcsourcc 

' ) "  ._ , , ; .  . . . . .  , . . . . . . . . . . .  G e n e r a t i o n  to reschedule the Generator Planned Outage of .... r-, ..... ;,,, o .......... , , 
Re.59.!Lr_cc at the earliest practical time. The Office of the Interconncction shall if 
possible propose ahernative schedules with the intent of minimizing the economic 
impact on the Market Participant of a Generator Planned Outage. 

(c) The Office of the hlterconnection 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: 

(i) 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. 

(ii) Transmission Owners shall submit notice ofall Transmission 
Planned Outages to the Office of the interconneetion by the first day 
of the month preceding the month the outage will commence, with 
updates as new information becomes available. 

Issued By: 

Issued On: 

Craig Glazer 
Vice Prcsident, Federal Governmental Policy 
August 31, 2005 

Effective: June 1,2006 



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

PJM Intcrconncction, I,.I,.C. 
FERC Electric Tariff 
Sixth Revised Volunlc No. 1 

Fourth Revised Sheet No. 351 
Superseding Third P, cviscd Sheet No. 351 

W 

V 

(iii) If notice of a Transmission Planned Outage is not provided 
by the lirst day of the month preceding the month the or,rage will 
commence, and if such nt, tagc is determined by the Office of the 
Intcrconncction to have the potential to cause transmission systcm 
congestion, then the Office of the Interconnection may require the 
Transnaission Owner to implement an altcrnative outage schcdt, lc to 
reduce or avoid the congestion. The Office of the IntcrcDnncction 
shall perform this analysis and notify the Transmission Owner in a 
timely manner if it will require rcschcduling of the outage. 

(iv) The Office of the IntcrcDnncctinn shall post notice of 
Transmission Planned Outages on OASIS upon receipt of such 
notice from the Transmission Owner; provided, however, that the 
Office of the Intcrconnection 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, 
thc Transmission Owner, in addition to provkting notice to the Office 
of Intcrconnection as required above, concurrently shall infnml 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 satkty to 
persons, facilities, and equipment. The Transmission Owner shall 
not notify any other Market Participant of such outage and shall 
arrangc 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 Membcrs would significantly affect the efficient and reliable 
operation of the PJM Region, the Office of the Interconnection may establish alternative 
schcdulcs, but such alternative shall minimize the economic impact on the Member or Members 
whose maintenance schedules the Office of the lnterconncction proposes to modit~¢. 

(d) The Office of the Interconnecfion 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 lnterconnection. 

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 I 
accordance with the timetable and other procedures specified in the PJM Manuals. 
The Office of the Interconnection shall approvc requests for 

V 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, l:ederal Governmental Policy 
August 31, 2005 

Effective: June 1, 2006 



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

PJM Interconncction+ I..I..C. 
I.I.IR(~ l'lectric Tariff 
Sixth Revised Volume No, 1 

Eighth Rcviscd Sheet No. 352 
Superseding Seventh Rc,.ised Sheet No. 352 

V 

V 

V 

Issued By: 

Issued On: 

(ienerator Maintenance Outages for such a (icncration Capacity Resource tmless 
the outage wot, ld threaten the adequacy of reserves in. or the reliability ot', the 
PJM Region. A Market Participant shall not be expected m submit offers R~r the 
sale of energy or other services, or to satisfy delivery obligations, from a 
generation resource undergoing an approved full or partial (_ienerator 
Maintenance Outage. 

1.9.4 Forced Outages. 

(a) Each Market Seller that ov, ns or controls a pool-scheduled 
resource, or a (icncration Capacity Resource whether or not pool-scheduled, shall: 
(i) advise the Office of the lntercormection of a (ienerator t:orced Outage suffered 
or anticipated to be suffered by any such resource as promptb' as possible: (ii) 
provide the Oftice of the Interconnection v, ith 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 ntt+rs for the sale of energy or other services, or satisfy 
delivery obligations, from a generatkm resource undergoing a Generator Forced 
Outage. A (k.ncration Capacity Resource that does not deliver all or part of its 
scheduled energy shall be deemed to have experienced a Generator Forced 
Outage x,~ith respect to such undelivercd energy, in accordance ~ ith standards and 
procedures for full and partial Generator Forced Outages specifed in the 
Reliability Assurance Agreement. the-R-elml'.l .~y-A~t.tm.ee- Agree ....... Em:th. 

Relia4"d-14+y Assm~m.e~-Agreen'eem-West:-and tile PJM Mant, als. 

(b) The Office of the lnterconnectinn shall receive notitication of 
Forccd Transmission Outages, and inlbrmation on the return to service, of 
lransmission Facilities in the PJIVl Region in accordance with standards and 
procedures specitied in, as applicable, the East Transmission Owners Agrcemem. 
South Transmission Owner or West Transmission O~vners 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 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, tile 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 tbllovdng Operating Day' shall furnish to the Office of the 
huerconncction, in the tbrm and manner specified in the l'JM 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 lntcrconncction updates to its 
transmission facility ratings as soon as such Transmission Owner is aware of any 
changcs. Such Transmission Owner shall provide the Officc of  the 
lnterconnection with detailed data justiO'ing all such transmission facility ratings 
changes. 

(c) All Transmission Owners shall submit to the Ot)crations Planning 
[)epartment (or successor Department) of  the Office of  the lntcrconnection fDrmal 
documentation of any procedurc for changi,ag facility ratings under spccitic 
conditions, including: the detailed conditions under which such procedures will 
apply, detailed explanations of such procedures, and detailed calculations 
justifying such pre-establishcd 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 lnterconnection Responsibilities. 

(a) The Office of  the Intcrconnection shall pcrlorm 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 lnterconnection 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, a!'tc! 
Reliability Assurance A g r e c m e n t - S D u t h ~ i a b i l i t v  * . . . . . . . . . . . . . .  ~ . . . . . . . . . . . .  
g~s.t. 

(c) The Office of  the Intcrcnnnection shall rcccive and process 
reqt, ests for firm and non-firm transmission service in accordance with procedures 
specified in the PJM Tariff. 

(d) The Office of  the lnterconnection 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. 

(e) 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 lnterconnection 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 Interconncction shall govern and be effective during the 
pendency of any such dispute. 
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Intcrconncction if the parties to the transaction are not willing to incur 
Transmission Congcstion Charges in the RcaMimc Energy Market in 
order to complctc any such scheduled bilateral transaction. Scheduling of 
bilateral transactions shall bc conducted in accordance with the 
specifications in the PJM Manuals and the following requirements: 

i) Internal Market Buyers shall submit schedules for all 
bilateral purchases for delivery within the PJM Region, whether 
from generation resources inside or ot, tsidc the PJM P, egion; 

ii) Market Sellers shall submit schcdt, les for bilateral salcs to 
entities outside the PJM Region from gcncration within the PJM 
Region that is not dynamically scheduled to st, oh entities pursuant 
to Section 1.12; and 

iii) In addition to the foregoing schedules tbr 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 Control Area. 

(d) Market Sellers wishing to sell into the 1)ay-ahcad f'nergy 
Market shall submit offers for the supply of energy (including energy from 
hydropowcr 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 specified by the Office of the 
lnterconncction and shall contain the intbnnation specified in the Office of 
the Intcrconnection's Offer Data specitication, as applicable. Market 
Sellers owning or controlling the output of a G_cperati.o_t~Capacity 
Resource that has no.t-.cleared in a Base Residual Auction o,'.Incremental 
At, ctitm as s_12c_pified 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 
etaiming-t4ae-r~-~ource-~ity--R~. Thc submission of offers 
for resource increments that arc "^' " "  . . . .  :,., o . . . . . . . . . .  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 Ggeneration r-esou.r,c-e~Rcsources that ~+uu,-havc 
not cleared a Base Rcsidt, al Auction or an Incremental Auction gapa~4ty 
R+sourees-shall not be supplied from resources that are included in or 
othe~vise committed to supply the Operating Reserves of a Control 
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Area ot, tsidc the PJM Region. The torcgoing offers: 

i) Shall specit~' the generation Generation r~-~,our~+-Rcsourcc ] 

m 

and energy for each hour in the offer period; 

ii) Shall specify the amounts and prices tbr the entire 
Operating Day fDr each resource component offered by the Market 
Seller to the Office ofthe Intcrconnection; 

iii) If based on energy from a specific generating unit, may 
specify start-t,p and no-load fees equal to the specification of such 
Ices for such unit on file with the Office of the Intcrconnection; 

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

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

vi) Shall constitute an offer to submit the resource increment to 
the Office of the Intcrconnection 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 PJM 
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. 

i_xJ . . . . .  [t7 a. _C.,enera.tto__n Capacity Resource was s_e}f>.st~.p.plied or 
offered and cleared the Base Residual Auction or an Incremental 
Auction and is committed to satisf2.__13e_sgu_r_ce Operational 
Rcliabilitv Rcquiremcr~t_s.. as  de.fi_n.ed in Schedule 9.1____o..[...the 
_Reliability Assurance Agreement, the_ Marke!..$e_l_l.er must specify 
such specific operating attributes. 
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V (c) A Market Selk:r that ;vishes to make a resource available to sell 
Regulation service shall submit an Dffer tor Regulation that shall spccit~' 
the MW of Regulation bcmg offcrcd, the Regulation Zonc for which such 
rcgulation is offered, thc price of thc offer in dollars per MWh, and st,oh 
other infomaation specified by the Office of the lnterconncctiou as may bc 
necessary to evaluate the Df|;,:r and the resource's opporlt, nity cost~. The 
pricc of thc offer shall Dot excccd 
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$10{) per MWh in the case of regulation offered tot all Regulation Zones, 
except that offers for RegulatiDn by American Electric Power Company 
and Virginia Electric Power Company and/or their respective affiliates tor 
the Regulation Zone comprised of the I!CAR Control Zone(s), MAIN 
Control Zone(s), or the VACAR Control Zone shall bc cDst-b:tsed 
consisting of the tbllDwing cDmponcnts: 

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

ii. Tbc 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  tip to $7.50 per MW of Regulation 
provided. 

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

(f) Each Market Seller owning or controlling the output of  a 
Generation Capacity Resot,rcc shall submit a forecast of  the availability of  
each 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 offer a generation resource increment to the Office of  the 
Intcrconncction 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. 

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

(h) The Office of  the Interconncction shall post on the PJM 
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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must specify amount, location and price, if any, at which the Market 
Participant desires to purchase or sell energy in the Day-ahead t.-nergy 
Market. The Office of thc Interconncction 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 bc provided prior to 10:00 a.m. EPT on the 
day that the Day-ahead Energy 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 lncrcmt:nt Bid or Decrement Bid. 

(Jl A Market Seller that wishes to make a resource available to sell 
Spinning Reserve shall submit an offer for Spinning Reserve that shall 
spccify thc megawatt of Spinning Reserve being offcrcd, the price of the 
offer in dollars per megawatt hour, and such other intbm~ation specified 
by the Office of Intcrconnection as may bc neccssury to evaluate the offer 
and the energy used by the resource to provide the Spinning Rcscr~.'e and 
the resourcc's unit specific opportunity costs. Thc 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._!!lc output., of a Demand 
Resource that ',',as self-st~pplied or offered and cleared in the Base 
Residual Auction or one of the Incremental Auction% or ov,'ning or 
co n t ~  output Df an 1LR resource ~ hich was certified as sl~ecificd 
in Attachment Y of the PJM Tariff.,..mav submit demand reduction bids tbr 
the available load rcductio.0 carJabilitv of the Demand Resource or II.R 
resource. The submission of demand rcductiou hids for resource 
increments that have not cleared in the Base Residual Auction or in one of 
the Incremental Auctions, or tbr II.R resources that wcrc not ccrtifi,4d~ 
shall be o.ptional, but ~ such bids must contain the informatiml specified 
in the PJM Economic l.oad RcslLqnsg_Pro~am 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 th~ 
Economic Load Response P r o ~ r o v i d e d  however, that in the event of 
an Emcr'¢ency, PJM shall require Demand Resources and ILR resources.to 
reduce load notwithstanding that the Zonal I,MP at the time such 
t_:,nlcrecncy, is declared is below the .price identified in the demand 
reduction bid. 
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I.II).3 Self-scheduled Resources. 

Sclf-schcdtfled resources shall be governed by the tollowing principles and 
procedures. 

(a) Each Generating Market Buyer shall use all rcasonablc cflbrts, 
consistcnt with Good Utility Practice. not to self-schedulc rcsourccs in cxccss of 
its Equivalent I,oad. 

(b) The offered prices of resources that are self-scheduled, or 
othenvise not tbllowing the dispatch orders of the Office of the Interconncction, 
shall not be considered by the Office of the Intcrconncction in determining 
l.ocational Marginal Prices. 

(c) Market Participants shall make available their sell:scheduled 
resources to thc Office of the Intcrconnection tbr 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 Capaci D" Resources. 

(a) A G_cps:ration 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 Intcrconnection. Such A a Generation .Capacity 
Resource that does not dclivcr encrgy as scheduled shall bc dccmcd to have 
experienced 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 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. 
Sty@_ a_A Gener__a.t_i.o_r~.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 lnterconnection for scheduling and 
dispatch during the Operating Day if the 
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V Office of the [ntcrconncctiDn declares a Maximum Generation Emergency. Any 
such resource so scheduled and dispatched shall receive the applicable Real-time 
Price for energy delivered. 

(c) A (j.el!_cYation Capacity Resource that has been self-scheduled shall [ 

1 

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 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 
resDurce shall be made available tor scheduling and dispatch at the direction of 
the ()ffice of the IntercDrmection, 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 IntcrcDnnection on the basis of the Market Seller's Offer Data, be block 
loaded on an hourly scheduled basis. Market Sellers shall ot'tbr External 
Resources to the IUM Interchange Energy Market on either a resource-specific or 
all 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 I"JM Real-time Energy Market and shall pay fi~r 
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) a minimum dispatch level; (iv) a 
maximum dispatch level; and (v) unless such information has previously been 
made available to the Office of the lntcrconnection, 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 rcsDurcc offered or made available by that Market Seller complies 
with the energy dispatch signals and instructions transmitted by the Office of  the 
lnterconnection. 

1.11.3A Maximum Generation Emergency. 

If the Office of  the lntcrconnection declares a Maximum Generation Emergency, 
all deliveries to load that is served by Point-to-Point Transmission Sc~'icc outside 
the PJM Region from Generation Capacity Resources may bc interrupted in order I 
to serve load in the PJM Region. 

1.11.4 Regulation. 

(a) A Market Buyer may satisfy its Regulation Obligation from its 
own resources capable of  performing Regulation se~'icc, 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 fnrlh in 
Section 3.2.2. 

(b) The Office of  the Intcrconncction shall obtain Regulation se~'icc 
from the least-cost altcrnativcs available from either pnol-schcdulcd or self- 
scheduled resources as needed to meet Regulation Zone requirements not 
otherwise satisfied by the Market Buyers. Rcsources offering to sell Regulation 
shall bc selected to provide Regulation on the basis of  each rcsourcc's regulation 
offer and the cstimated opportunity cost of  the resource providing regulation and 
in accordance with the Office of  the Intcrconnection's obligation to minimizc the 
total cost of  energy, Operating Reserves, Regulation, and other ancillary services. 
Estimated opportunity costs shall bc determined by the Office of  thc 
lnterconnection on the basis of  the expected value of thc cnergy 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 lntcrconnection 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 lnterconnection shall dispatch resources for 
Regulation by sending Regulation signals and instructions to resources from 
which Regulation service has bccn 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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4.3 Emergency Energy Purchases. 

"lhc pricing lbr Emergency energy purchases will bc determined by the Office of the 
lntcrconncction and: (a) an adjacent Control Area, in accordance with an agreement 
between the Office of the lnterconncction anti such adjacent Control Area, or (b) a 
Member. in accordance with arrangements made by the Office of Intcrconncction to 
purchase energy offered by such Member from resources that are not Capacity 
Resources. 

CAI,CULATION OF TRANSMISSION CONGESTION CIIARGES AND 
CREDITS 

5.1 Transmission Congestion C'harge 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 providcr losses in accordance with 
Section 9.3, the Office of thc Intcrconncction shall calculate Transmission 
Congestion Charges tor each Network Sern.'icc User, the PJM Interchange Encrgy 
Market, and each Transmission Customer. 

5.1.2 General. 

The basis for thc Transmission Congestion Charges shall bc the differences in the 
1.ocational Marginal Prices between points of delivery and points of receipt, as 
determined in accordancc with Section 2 of this Schedule. 

5.1.3 Network Service User Calculation. 

I-ach Network Service User shall bc charged for the increased cost of energy 
incurred by it during each constrained hour to deliver the output of its finn 
Generation Capacity Resources or other owned or contracted lbr resources, its 
firm bilateral purchases, and its non-firm bilateral purchases as to which it has 
clccted to pay Transmission Congestion Charges. The Transmission Congestion 
Charge for deliveries from each such sourcc 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 bc charged for the 
increased cost of energy during constrained hours for the dclivcry of energy using 
Craig Glazer Effective: Junc 1, 2006 
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(b) If the total of  thc target allocations is greater than thc total auction 
revenues, each holder of  Auction Revenue Rights shall bc assigned a share of  the 
total auction revenues in proportion to its Auction Rcvenue Rights target 
allocations for Auction Revenue Rights which have a positive Target Allocation 
value. Auction Revenue Rights which have a negative Target Allocation vahlc are 
assigned the lhll Target Allocation valuc 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 powcrflow models of  contingency-constrained 
dispatch. Such determinations shall take into account outages of both individual 
generation units and transmission facilities anti shall bc based on reasonable assumptions 
about the configuration and avaikibility of  transmission capability during the period 
covered by the attction that are not inconsistent with the determination of tbe 
dclivcrability of  Generation Capacity Resources under the Reliability Assurance 
Agrcement, Retiabih4y-JM, im+mt~ce Agreement-go~th o r - R ~ - A s s u r a n c ~ n t -  
West. The goal of  the simultaneous feasibility determination shall bc to ensure that there 
arc sufficient revenues from Transmission Congestion Charges to satisfy all Financial 
Transmission Rights obligations tot the auction period under expected conditions and to 
ensure that there arc sufficient revenues from the annual Financial Transmission Right 
Auction to satisfy all Auction Revenue Rights obligations. 

IN'I 'ERREGIONAL TRANSMISSION (7ONGESTION MANAGEMENT 
PILOT PROGRAM 

8.1 Introduction. 

Tile 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 lnterconncction and the New York ISO ("NYISO"). The procedures 
shall bc used solely ",,,'hen, in the exercise of  Good I.Jtility Practice, the Office of  the 
Intcrconnection 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. 

(a) On a periodic basis determined by the Office of  the Interconncction and 
NYISO, the Office of  the Interconncction 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 rcdispatch of 
generation on the other's system. 
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v 1. PJM infi,rms the • l equestmg participant of acceptance into the program 
• 4~ • . and notifies the appropriate LSI, and EDC of the partlctpant's acceptance 

into the program. 

Any cnd-u,~e customer intending to run distributed generating units in 
support of local lead for the purpose ef participating in this pregram must 
represent, in writing te PJM that it holds all applicable environmental and 
use permits {'or running those generators. Continuing participation in this 
program will be deemed as a continuing representation by the owner that 
each time its distrihuted generating unit i~ run in accordance with this 
program, it is being run in compliance with all applicable permits, including 
any emissions, run-time limit er other constraint on plant eperatiens 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 
I1,.R 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 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 Ix)ad 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 fi)r reducing load is based on the actual kwh relief provided plus 
the adjustment fi)r losses. The minimum duration of a load reduction request 
is two hours. The magnitude of relief provided couht be less than, equal to, or 
greater than the kW amount declared on the Emergency Lead Response 
Program Registration form. 

PJM pays the higher of the applicable l,ocational 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 I.ocational Marginal Price (LMP) otherwise in use for 
sett lement of the given load or $500/MWh 

l)uring emergency conditions, costs fi)r 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 Aet-i-v~ L:;:::! M::n~ement[r~t_e_rGulltible Load fin" Reliabiljt3: ( A b M ~  
Customer may participate in the Load Response program during .-M:,M-ILR 
events as long as the customer's .-ad~---Ij_~_R__contract explicitly excludes 
payment o1" credit for energy not consumed during .M:,M-ILR events. If the 
LSE that  submitted the customer for ALM-ILI¢. credit indicates that the 
customer is not eligible for simultaneous credit under the Load Response 
program and AJ-AI-II,R 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 A-I~M-ILR obligations were 
not in effect. Any response in excess of the contracted A-I:~M-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 

P J M  L O A D  R E S P O N S E  P R O G R A M  

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. 

v 

E c o n o m i c  L o a d  R e s p o n s e  P r o g r a m  - R e a l  T i m e  
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. 

E c o n o m i c  L o a d  R e s p o n s e  P r o g r a m  - D a y  A h e a d  
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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V 

This program is not intended to be a replacement for ~ - - L o a d  Mam~ement  
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 AL-MqLR Providercustomer may participate in the Economic Load Response 
program during A&M--ILR events as long as the customer's ALM--ILR contract 
explicitly excludes payment or credit for energy not consumed during AL-M-ILR 
events. If the LSE that submitted the customer for AL-M-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 AEM-ILR obligations were not in effect. Any response in 
excess of the contracted AL-M-ILR amount will be compensated under the 
Economic Load Response program for the entire duration of response. 

v 

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. 

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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v 
An AL-M-ILR customer may participate in the Economic Load Response program 
during AgM-ILR events as long as the customer's AL-M-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 AI=M-.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 AL-M-ILR obligations were not in effect. Any response in 
excess of the contracted At=M--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. 

v 

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 reqt, ired fi~r a nlarkct participant, the 
screening process will be conducted in the PJM eMKI" ;'~eb interface. The process ,.'.'ill 
automatically reJect all virtual bids and offers st, bmitted by the PJM mz, rket 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 st, bmitted bids and offers as 
described below. 

A Participant/Member's Virtual Credit Exposure will be calculated on a daily basis fi~r all 
virtt, al bids submitted by the market participant for the next operating day using the 
following equation: 

Virtual Credit I'XpDSUrC -- 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 

(ii) (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 
diffizrencc bctv,ccn the total bid MWh cleared and total offered MWh cleared hourly at 
each node) x Nodal Reference Price) st, mined over all nodes and all hours for the 
prc`.'ious three cleared day-ahead markets. 

A Member/Participant's Credit Available for Virtual Bidding will be the 
Member/Participant's Working Credit I.imit less any unpaid billed and unbilled amounts 
owed to PJM, plus any current month unbillcd 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 Participam 
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. REIJABII . ITY PRICING MODEl, AUCTION CREDIT REQUIREMENTS 

S.e_tt_[_e_ment during any Delivery Year of cleared positions resultin~ or expected to result f~qm 
any Reliability..Pric_i_n_g__~Jodel. _Auction..fi.h__a.JJ__b_e__included as appropyiate in p.ca~k__.Markct 
Activity, and the provisions of this Attachment Q shall apply to any such actjy_ilv and 
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obligations arising_!!~cr¢fi'om. In addllion, the p_Bjxisions of  this section shall__~!~5_l.))S 
c_n_l_jt S seeking 19_~ip.i~_t.c.'_j!! alLv RPM Auction,_.).o. addrcss_credi_t__!~isks unique to such 

a u ct i9I]_.5: 

A. Applicability 

A Market Scller seeking Io submit a Sell Offer in any Reliability Pricing Model Auction 
based on an X Capacity Resource fi)r which there is a matcriallv increased risk of  non- 
p~'_g£wmancc must satisf,, the credit rc_quircmcnt specified m section IVB bclbrc 
suhnlil!in(,, stLc_h. Sell Offer. ('rcdit must be mairltamed until .such risk of  non- 
pcr_[o.rmancc is substantially c l i m i n a t e d : . D . u ~  rcduccd C,,')ltEj_13msurat_g v,'ith the 
rcdt, ction in such risk, as set tbrlh in.Section IV.C. 

~ _ t ~ s g s  of  this provision, a resource lot which there is a materially incrt:ascd risk of  
n0.n__-p_crlbrmance shall mean:. (i.,) a Planncd Gcncration ._Ca pacitv Rcsource~ (iiJ a PlaDncd 
Demand Resource: (iii) a Qua41ifyin~ l'ransmission...)$perade; or (ix') an existing 
Gcncration _(_'af)acity Resource located outside the PJM Rcgipn thal at the tinac it is 
sub.mitted m a Sell Offer has not  secured lirm transmission service to the border of  the 
PJM Reuion sufficient to satis~.' t h e  deliverability r.equirentents of  the Rclial')il{t_2 
Ass.u.ranc e At~rccment. 

B. Reliability Pricing .Model Auction Credit Requirement 

For any resource specified in Sqgtion IV.A, the credit requirement shall be the RPM 
Auction Credit Rate, as.p[ovidcd in Section IV.I), tir~/_cs the mce, awatts to bc offered for 
sale from such resource in a Reliability p!_'i~in~ Model Auction. As set forth in Section 
IV.I), the AuetiQxL(_'!'cdit g.c:,,t~.lircmcnt shall be dctcnnmcd separately for each Season of  
a I)clivery ye{t_r_. The RPM Auction ('rcdit Re_quircmcnt lbr each Market Seller shall be 
the sum of the credit ~'c t,.tuEci_n..y, ats tbr all such rcsot, rccs to bc offered bv such Market 
Seller across any or all Seasons of  the auction. 

C. Reduction in Credit Requirement 

The RPM Auction Crcdit Requirement for a Market Scl!9_r_'~'jll bc reduced for an'.:/. Season 
of  a. Delivery Year to the extent less than all of  such Market Seller's offers clear in the 
B_as_e_ Residual Auction or any Incremental Auction for such Season. Such reduction shall 
he p[p.p.9.rt_.i0nal to the quantity, in mggaw_a_l_ts, that failed t_.o__t;lear in such Season. As 
specified in_S_'_c._cti_o.n [V_:I-), the RPM Auction Credit Rate also may be reduced under 
certain circumstances after the at, ction has closed. 

In addition, the RPM Auctio_n Credit Requirement for. a P'__articipant tbr any Se_ason f~f_a_ 
given Delivery YeaLsl!a[l be3"educed periodically,.p[qyj.0ed the Participant succ_essfully 
meets progress milestones th_'_a_t reduce the risk of  non-pc[.f_omla.ng_e as follows: 

a. For Planned Demand Resourc,~s, the RPM Auctio.n Credi.t___Rcm,ircmcnt 
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~ill he reducc_d in direct proportic_ m to the mc~av, al!s of.such Demand Resource 
th:at the Resource l'ro?.j~.tcr qualifies as a. (Yapacitv Resource. in accordance ,a ith 
!l_le procedtlr_cs.c=qablished under the Reli?bility Ass3zr{glcc~_grgemeilt. 

b. l 'or cxisting.(_-iencration ( 'apaci~ Resourccs located outside the PJM 
Re,q~)n 1}171 hLive not secured stt fl_icicnt firm transnlission.to tile bordt:r o f the PJ M 
_R_cgion prior to t]!e.il!,ction in x~ hich such resc, urcc is first offered, the RI!M Credit 
Rcquircment shall bc .reduced m direct proportion to the mcgav, atts of  firm 
_lsjnsmission ser`' ice secured bv thc Market Seller tha5 Rualil\' such resource under 
the deliverabil_ity rcquirc|nentsA?l'_the Reliability Assuratve Agrccmcnt. 

c. For Planned Generation Capacit~_ry~.c_'='5~.fllc RPM Credit RcqEi_r__c_r2Le.!)t 
shrill bc r~:duceAt.t_9 50% of the amount calculated trader Section [V.B Beginning 
as of  the effective datc of  an lnterconneetion Sen'ice Aercemcnt. and shall be 
reduced to zero on the date of  commencement of  lnterconneetion Ser`' ice= 

d . . . . .  l.'or..Quali[~.'i!)g T r a n s m i s s . i o _ t ) ~ ! d c s ,  the RPM Credit Requirement 
shall be reduced to zero on the da[g...th_c~dil~,ing l r m ! s ! J ! j . s _ s ~ l d c  is 
t31accd m service. 

D. RPM Auction Credit Rate 

Market Sellers offcrin'e resources into ~! Reliability Pricine Mqdel.A.~l_ction for any Scasor! 
~!_f._.9 Dcli_vcrv Year ,.,,'ill incur a fo~vard financia.[ obligation to l'.]:'~l___il': (i) the offered 
resource clears i!l_ stJt~i!uctign; (ii) lht? Market Seller subsequentl)t becomes deficient in 
ils al2i]jJ ' tkLLgA>ro '̀ ide such resource;. (iii) the Market Seller 9_articipatcs in a l"irst or Third 
Incremental Auction to ohtain repla_ccment resources lot such Scason l)eliverv ,,'ear tc~ 
!3?eet the ohli,~i__o.!! .for which the Market Seller_is deficient; _.zLnd. ( i v ) _ k [ ~  
Resourt;u ( ' l c a ~ j . c _ e .  m such !note_mental A t!_cJ.i.on t~..gceds tile (Yap_!gity Re>9_t!rct: 
Clearing Price the resource was to receive as a result ot'cle:{uyiila the prior auction. 

.A_.sset tbrth in tile PJM Manuals, a separatc Auction Credit Rate shall bc calculatcd tot 
each Season of  a l)cli`.'er.y_y_c~!r prior to cach Reliability_I)ricing Model At, ction for such 
D eliv.ery Year, as follows: 

a .  For a Base Residual Auction for a Dcliver.y__Year, the AuctionCredit  Rate lbr each 
Season shall be the marginal value of  system capacity detemlincd in the Base 
R__e.sidual Auction for the same Season of  the prior Dclivcry Year. times the number of  
day_s_ in such Season, times the Maxjg!um Price Expostge factor described below; 
provided,._hQ~'evcr, that for the each Season of  the De!iy_ery Ycar addres.sed..jJ! the 
first RPM Base Residual Auction, the marginal value of  system capacity used in this 
formula shall bc detennined analytically t])roue, h simulation proeramn3~ng~ and shall 
bq. o s t p ~ d  rior to the auction. 
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. . . .  '~ cat+. the Auction Credit Ride fi~r each For anv Incremental Auction for a Doll'+cry "" " 
Seasgn shall bu tile mar,e, inal.yaltLc of  system copaci~ determined for such Season in 
t_!l_ c Base Residual _:_kucti.o__))_for such Dcljverv~'_c.':).r. times the number of  days in such 
Sc;3sor__l. times the Maximum Price l!xp.!:;qu'c factor described below+ 

b. Subsequent to any ~+~4c'kio_~ the Auction. Credit Rate used foL_gnuoine credit 
rc_~ttircments fi)[..supplv committed Far an',' Season in such auction shall be the Ic:!se__r 
t.A['.thc A. ttct__i_o_t! ( 'rcdit P, atc established prior to Dffcring into the auction, and the 
actual n t a ~ !  ,̀ alue of  svstet__n _c.apacity (tirt).es th__c_..!!.u.mber of  days in such Sc~ason, 
t_imes t[au Maximu_m Pr__i~_c.Expost, rc thctor described bclq?.?,21 that was posted tor thi~t 
auction l't+t all of  a supp[igr's offers which cleared in that auction. 

c._~l'hc Maxinmm Price L:.:,kpp:+iurc factor ,̀'+'ill bc calculated as tMIov,'s: 

_._ Prior to the date that thrcc lncremet!t.a_l A__u_c.'_tjp!as, for a given Season of an+',' 
l)eliver`,, Year(s), have.J?g.g$)_sonduq.t.ed, the Maximum Price l!xposurc fiaetor 
for each Season ',,.ill I',e the maximum expected two-yqm" percent pricc 
increase with a 90% confidence based on PJM's market simulations. 

2 . _  ,__X.ftcr thrs_c_l_n_.c.r~:r!)cntal Auctions ha',e bccn condu~:t.++~._t, tbr__LtB..v Deli`,ery 
Year(s), but bclbrc six such auctions have bccn conducted, thc Maximuna 
Price Exposure factor for each Season will be cz, lculatcd initially in the san)e_ 
m~__hn.t~cr as fbr the first three Incremental Auctions, b~+,t shall bc reduced to the 
_c.xtettt the .g_r~?test .percet!t.j~riec increase f.or a ~,ivcn Scasg0 .(as n3c_a__s_urc__d 
_betv,cen any lncrerncntal Auction and its associatcd Base Residual .At~c!i9 n) 
`,vas less than thc vahtc initially calculalcd, and shall be increased to the extent 
the second g[catcst pe[c_'c_'nt price incrq~4s.,4 for "_a e,i`,cn Scason..(as incasurcd 
bc.Dyeen any Incremental Auction and its associated Base Residual Auction) 
',̀ , !is_ ,areat__e_r. thajLt_h__c_ value initially calcula!q_¢!: 

3. After six Incremental Auctions have bcen conducted for an,, Dcli'+'crv Year(s), 
the Maxinmm Price Exposure factor for each Season will be the second 
1_+4rgcst percen_t_R[ig9 incrq_'gse (as measurcd _b_g~t._~.ccn any Incremental Auctio_n_ 
_a.nd its associatqd Base Residual Auction) for alw Incremental Auctions fbr 
such Season eortductcd during the then-current calendar year or during any of  
the thrcc p_r+~Lceding calcndar Y~![S, 

V 

E. Forms of Financial Security 

in addition to the forms of  credit specified elsewhcrc in this Attachmerg_.Q, thc following 
form of  unsecured crcdit shall be available to Market Sellers, but solely for purposcs of  
satisfvin~.__R.PM Auction Credit Rcquirem_enLs. If a supplier has a his_'torY of  being a net_ 
s+~.l_!qr into PJM mmkets, on average, _o.s.cL.tJm past 12 m_o.~!.l).s. !hen PJM will count as 
available unsecured c:rcdit t`,~ice the a ,̀.erav.;_c of  that 12a_r+i~:.ipanCs total net monthly I'JM 
bills over the past 12 months. 
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l'JM Intcrconnection, I..L.C. 
FEP, C Electric Tarit)" 
Sixth Revised Voluble No. 1 

()riginal Sheet No. 5231.06 

IV. FORMS OF FINANCIAl,  SECURITY 

Applicants~Participants/Members that provide Financial Security mr, st provide the security in 
a PJM approved form and amount according to lhe gt, idclincs below. Acceptable torms of 
Financial Scct,rity include cash deposits and lcttcrs of  credit. 

V 

V 
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The letter of credit must clearly state the full names of the "Issuer", "Account Party" 
and "Bclmficiary" (PJM), the dollar amount available tbr drawings, and shall spcctf~' 
that funds will bc disbursed upon presentation of the drawing certificate in 
accordancc with the instructions stated in the Icttcr of credit. The letter of credit 
should spccify any statement that is rcquired to bc on the drawing cerfi ficatc, and any 
other tcrms and conditions that apply to such drax~ ings. 

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

PJM may accept a letter of credit from a Financial Institution that docs not meet the 
credit standards of this Policy provided that the lcttcr of credit has third-party support, 
in afoma acceptable to PJM, t?om a financial institution that does mcct the credit 
standards of this Policy. 

V I. EVENTS OF DEFAUI,T 

Failure to comply with this policy (except for the responsibility of an 
Applicant/Participant/Member to notify PJM ofa Matcrial change) shall bc considered an 
event of dcthult. Pursuant to §15.1.3(a) of the Operating Agreement of PJM 
lnterconnection, I,.I,.C. and §1.7.3 of the PJM Open Access Transmission Tariff, 
non-compliance with the PJM Credit Policy is an event of default undcr those respective 
Agreements. In cvcnt of default under this Credit Policy or one or more of the 
Agreements, PJM will take such actions as may bc required or permitted under the 
Agreements, including but not limited to the tcmfination 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. 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 - Affiliate is defined in the PJM Operating Agreement, §1.2. 

Agreements - The Operating Agreement of PJM lntcrconnection, L.L.C., the PJM Open 
Access Transmission Tariff, the Reliability. Assurance Agreement, the Reliability. 

V 
Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government Policy 
August 31,2005 

Effective: June 1,2006 



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

V 

W 

PJM lnterconncction, L.L.C. 
FERC Electric Tariff 
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Business Da.v A day m which the Federal Reserve System is open f o r  business. 

Capacity The installed capacity reqt, iremcnt of the Rcliability Asst, rancc Agreement, 
or available cap~,city rcquircment of the Reliability Assurance Agrcemcnt-West, or 
similar such rcqt, ircmcnts as rnay be established. 

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

C r e d i t  Available for Virtual Bidding - An Applicant/Participant/Member's Working 
Credit Limit, less its l'otal Net Obligation. 

C r e d i t  S c o r e  - A composite numerical score scaled from 0-100 as calculated by PJM 
that incorporates various predictors of creditworthincss. 

F i n a n c i a l  Security A cash deposit or letter of credit in an amount and form determined 
by anti acceptable to PJM, provided by an Applicant/Participant/Mcnaber to PJ:M as 
scet,rity in order to participate in the PJM Markets or take Transmission Scrvicc. 

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

Material - For these purposes, material is defined in §I.B.3, Material Changes. l:or the 
pt, rposcs herein, the use of the term "material" is not necessarily synonymous with use of 
the term by governmental agencies and regulatory bodies. 

l~lember shall havc the meaning providcd in the Operating Agreemcnt. 

N e t  Obligation The amount owed to PJM for purchases from the PJM Markets, 
Transmission Service, (under both Part II and Part Ill of the O.A.T.T.), and other services 
pursuant to tbe Agrccmcnts, atter applying a deduction tbr amounts o,,vcd to a Participant 
by PJM as it pertains to monthly market activity. In ad,,li:io::, aggregate a n m t n ~  

" " i ! !  ~" . . . . .  H . , a  ' a  ' " : ' "  ":' . . . . . .  . . . . . . . . . . . . . . . . . .  ~ . . . .  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 Nct Obligation. 
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l irst Re', iscd S, hcet No.  18A 
Supe r sed ing  ()ri,.s, inal Sheet No. 18A 

1.4A Authorized Commission.  

"'Authorized Commission- shall mean (i) a State l+,ublic utilit.,, commission ,.,.ithin the 
geographic limits o f  the PJM Region thal re~ulatcs the distribution or supply o f  clectricit+', to retail 
customers and is legall+', charged '.'.ith monitorin[~ the operation oI+ ~ holesale or retail markets ser,,ing 
retail suppliers or customers v, ithin its State or (i i) an association or organization comprised 
exclusivel) o f  Y.tat¢ public utilit,, commissions described in the immediately preceding clause (i). 

1.4B Au lhor ized Person. 

"'.,\uthorizcd Pcrson'" shall 111ean a person X~llO has ¢xccutcd a Non-Disclosure A L.,rccmcnt. 
and is a u t h o r i / c d  in ~'.riting b+,. an Author ized  C o m m i s s i o n  to receive and d iscuss  conf idcnt ia l  
infi+rmation. A u t h o r i / e d  Persons  ma, .  illchld¢ attornc. ' ,s  rcprc~,enting at+, Authori .eed ( . 'omnfissi tm. 
cunsuhant,+ and or contractors directl) employed b+,. an Authorizcd ('Omlllissiotl. provided ho~c,.cr 
that consultants or ,..+Otltractors 111ax DOt initiate requests lbr confidential inl,,}rmation fl-om the ()f l icc 
o f  the hucrct .mncct ion or the P J \ |  Market Monitor. 

! .5  B o a r d  Meml)( :r .  

"'Board Memb,.:r" shall mean a rnLn'nber o f  the PJM Board. 

1.5A AI)plicable Regional Reliabilil3, -' Council. 

"'Applicable Regional [~',eliabilit'. ('ouncil'" shall mean the rcliabilit,, council t~r the rc~ion in 
~'.hich a Member operates.  

1.5B Behind The Meter (generation. 

"'Behind lhc Meter Generation'" rclbrs to one or more gcneratin+u units that are located \~ ith lead 
at a single electrical location such that no transl+nission or distribution facilities ox,.ned or operated b+,. an'+ 
I ransmission ()'.,.nor or Electric Distributor are used to deli+er cnerg.,, from the gcneratm~ unit[s I to the 
load: pro+ idcd. ho'.,.c,,cr+ that Behind ']'hc Meter Generation divas not include (i) at an+'. tit+no, an'+ pollion 
o f  SLlcl+l generating unitJs I. capacit', that is designated as a (iencration Capacit'. Resource, or (ii) in an.~ 
hour. atl} portion o f  the output o f  the generating unitlsl that is soil to atlolhcr entit) lbr consumption at 
anotl+,er electrical h.+cation c.+r intt+ the PJM Interchange I':ncrg> Market. 

v 

Issued Ib.: 

Issued ()n: 

(_'rai~ ( ;[azer 
Vice l'rcsidcnl. Federal (io,.ernmcnl Polic+,, 
August 31. 2005 

Ettbcti , ,c:  June 1 , 2 0 0 6  



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

PJM lnterconnection. I..I..C. 
"I hird Res ised Rate Schedule FERC No. 24 

I-iighth Revised Sheet No. 19 
Superseding Se',cnth Re'~ised Sheet No. 19 

V 

V 

1.6 CapaciO' Resource. 

"'Capacit.', Resource" shall have tile meaning provided in the Reliabilit 3 Assurance ,Agreement. 

1.7 Control Area. 

"'Control Area" shall mean an electric Ix~',~,er system or combinatiun of  electric pov~er s.vstems 
bounded by interconneeti(m metering and telemetry to v, hich a common automatic generation control 
scheme is applied in order to: 

(a) match tile po',~.er output ,af the generators ~,ithin tile electric po'o, er s~stem(s) and energy 
purchased li'om entities outside the electric pov~er system(s}, with the load ~,ithin tile electric [x~',~,er 
sy stem(s): 

(b) maintain scheduled interchange v, ith other C(mtrol Areas. ',,.ithin the limits of  Good 
( ;tility Practice: 

(c) mvintain tile frequency of  tile electric lx,~',er s3stem(s) ~,,ithin reasonable limits in 
accordance ~,ith Good 1 :tilit', Practice and the criteria of  NI-]{C and the applicable regional rcliabilit', 
council of  N l-]l( : 

(d) maintain po;~er tlo',~.s oil transnlission ihcilities v, ithm appropriate limits to preser,,e 
reliability : alld 

(c) pro'.ide sufficient generating capacity to maintain operating rescr;cs in accordance v, ith 
Good Utility Practice. 

1.7.01 Control  Z~'me. 

"Cornrol Zone +̀  shall mean any of  the V('AR Colm'ol Zone(s). XIAA(." (7ontrol Zone, or MAIN 
Control Zone(s). or the VAt "All (ontrol  Zone. 

i.7.02 Default Allocation Assessment. 

"'l)el?.lult Allocation Assessmetlt++ shall nleall tile ilSS, essnlent determined pursuatlt to section 
15.2.2 of  this Agreement. 

1.7.03 Demand Resource 

"l)emand Resource" shall ha',e tile meaning pro', ided in the Reliabilit~ Assurance Agreement. 

1.7A East Transmission Owner. 

"'Fast l 'ransmission O'aner'" shall mean a Transmissiun ()~ner  that has executed tile East 
Transmission Ov, ners" Agreement. 

1.7B East Transmission ('F,~ ners Agreement. 

"East Transmission Or, hers" Agreement" shall mean that certain agreement, dated June 2, 1997 
and as amended from time to time. by and among Transmission O',~.ners in the PJM Control Area 
pro'. iding tor an open-access transmission tariff in the MAA( '  (:ontrDI Zone. and lbr other purposes. 

1.7C ECAR.  

"['(TAR" shall mean tile reliability council under section 2(12 of  the Federal Po,aer Act. 
established pursuant to tile IX'AR Ctx,'dination Agreement dated June I. 1968, or an,,' successor thereto. 
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Third I{eviscd Rate Schedule FI.RC No. 24 

four th  Re: ised Sheet No. 20 
Superseding Third l{e'. ised Sheet l'Ko. 20 

1.9 Effective Date. 

"'I!fl'ecti,,e l)atc'" shall mean August I. 1997. or such later date that FI-:RC pemfits this 
Agreement to go into effect. 

1.10 Emergency.  

"'l~mergenc)" shall mean: (i) an abnomlal s)stem condition requiring manual or atttomatic 
action to maintain s',stem fi'equenc'., or to pre'.ent loss of  th'm load. equipment damage, or tripping of  
s',ste, n e e ne its that could adversely, affect the rel iabi l i t \  of 'an electric s. ~stcm" or the ~t;:tv. o f  persons 
or propert): or ( i i )  a fuel shortage requiring depallure f rom normal operating pr(x:edures in order to 
minimize the use of  such scarce fuel: or (iii) a condition that requires implementation of  emergency 
procedures as dclincd in the I'.IM Manuals. 

!.11 End-l is t  Customer. 

"'End-[ !se Customer- shall mean a Member that is a retail end-user of  clectricit) v, ithin the PJS,1 

Region. 

1.12 FERC.  

"FH~,C "" shall mean the Federal I-:nerg.'. Rcgulato o ( 'ommission or an) successor federal 
agent ) ,  commission or department exercising jurisdiction o,.er this Agreement. 

1.13 Finance (:ommittee. 

"l ' inancc ('ommittce'" shall mean the hod) tbrmcd purst~ant to Section 7.5. I ol'this .,\greernent. 

1.14 Genera t ion  (h'. net .  

"'(ieneration (h,,ner- shall mean a Member that o',~,ns or leases v.ith rights cqui,.alcnt to 
o,,,,nership lhcilities lbr the generation of  electric energ) that arc located v.ithin the PJM Region. 
Purchasing all or a F~rtion of  the output of  a generation facility shall not be suMcient to qualit~ a 
Member as a Generation Ov, ner. 

1.14A Generation Capacity Resource. 

"'(;cncration C:apacit'. l{csourcc" shall ha'.e the meaning pro'.idcd in the P, eliabilit) .,\ssurancc 

Agreement. 

i .15 Good [;tilil) l'ractice. 

"Good Utili b Practice" shall mean an)' o f  the practices, methods and acts engaged in or 
appro~,ed by a significant portion of  the electric utilit) industry during the relevant time period, or an) of 
the practices, methods and acts v:hich, in the exercise of  reasonable judgment in light of  the facts knov.n 
at the time the decision v, as made, could ha',e been expected to accornplish the desired result at a 
reasonable cost consistent with good business practices, reliability, safety and expedition. Good Utility 
Practice is not intended to be lirnited to the optimum practice, metht~d, or act to the exclusion of  all 
others, but rather is intended to include acceptable practices, methods, or acts generall', accepted in the 
region. 

1.16 infi~rmation Request. 

"'lnfi)rmation Request- shall mean a v.ritten request, in accordance with the ten,as of'this 
Agreement for disclosure o f  confidential information pursuant to Section 8.17.4 of  this Agreement. 

1.17A Interruptiblc I,oad fi~r ReliabiliD'. 

"'lnterruptiblc Load for  I~,eliabilit'.'" or "'11.11" shall ha'.c the meaning specified in the 
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Reliability Assurance Agreement. 

1.17 LLC. 

"L[.,C'" shall mean PJM IntercDnncction. L.I,.C., a l)claxsat'e limited liability compan). 

V 
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l a g  1,oad Sen'ins Entity. 

"'1 .Dad Serving Entity"" shall mean an emit>, including a load aggregator or p m w r  marketer. (I) 
serving end-users ~ithin the PJM Region. and (2) that has been granted the authority or has an 
obligation pursuant to state or local law, regulation or franchise Io sell electric cnerg> to end-users 
hx:ated ~ ithin the PJM Region. or the duly' designated agent of  such an entity. 

1.19 l.ocational Marginal Price. 

"'l.ocatkmal Marginal Price" shall mean the hourly integrated market clearing marginal price Ibr 
energy' at the location the energy is delivered or received, calculated as specified in Section 2 of  
Schedule I of this Agreement. 

1.20 MAAC.  

"'MAA("" shall mean the Mid-Atlantic Area ('Olmcil, a rcliahilit~ council trader ~ 202 o f  the 
Federal Po~cr  Act established pursuant to the MAAC Agreement dated August I. 1994 or any 
successor thereto. 

1.20A MAAC ('ontrol Zone. 

"'MAAC Control Zone" shall mean the aggregate of  the Transmission Facilities of  Athmtic City 
l'lectric Company. Baltimore Gas and Electric Company. l)chnar,.a l'm~cr and l igh t  Compan'. .  Jersc) 
Central Pov, er and I.ight Compan', .  Mctrolx~litan Edison ('tlmpan}, Iq{('() l!ncrg.', Company. 
Pennsylvania Electric ( 'on lpan} ,  PPI, I{lectric Utilities ('orlx~ration, Potomac I{lectrie Pov.er ( 'ompan~. 
Public Ser,. ice Electric and (ias Cornpany. and Rockland l{Icctric ( 'ompan,.. 

1.20B MAIN. 

" 'blAIN" shall mean the Mid-America Interconnected Nctv.ork. a reliability council under § 202 
of  the Federal Pov.er Act established pursuant to the Amended and Restated J~)la'.;s of  MAIN. dated 
Januat 3" 8. 1998, or an; successor thereof. 

i.20C blAIN ('ontrol Zone. 

"'blAIN ('ontro[ Zone" shall mean a l l ' ,  o n e  (1t" the OI1'.2 or more ( 'olltrol Zones comprised of  the 
Transmission Facilities ot 'onc or more of  the lmnsmission (h~ncrs tbr xsllich blAIN is the Applicable 
Regional P, eliabilit)( 'ouncil ,  as designated in the PJM Manuals. 

!.21 Marke t  Buyer.  

"'Market Buyer" shall mean a Member that has tact reasonable crcditworthincss standards 
established by the ()It]co of  the Interconncction and that is otherv.ise able to make purchases in the PJM 
Interchange I{nerg)Market. 
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1.22 Market Participant. 

"'Market Parlicipanr" shall mean a Market Flu)er or a Market Seller. or [x)th. 

1.23 Market ~ l l e r .  

"'Market Seller" shall mean a Member that has met reasonable cmdit',,,orthiness standards 
established b', the ()ttice or  the Interconncction and that is o themisc  able ID make sales in the PJM 
Interchange Energ.,, Market. 

1.24 Member .  

"'Member" shall mean an enti b that satisfies the requirements of  Section 11.6 of this Agreement 
and that (i) is a member of tile [.1.(..' immediately prior to tile Ht;,:cti,.e Date. or (ii) has executed an 
Additional Member Agreement in the t'oml set tbrth in Schedule 4 hereof 

1.25 Meml)ers Comn|ittee. 

"'Members C'ommittee'" shall mean the committee specified in Section 8 of  this Agreement 
compt)scd ot'reprcsentati,,cs of  all the Members. 

1.26 NER('. 

"'NER("" shall mean the North Afllerican [qectric Rcliabilit,. ( 'ouncil. or an", successor thereto. 
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1.35 I',1 .M Manuals.  

"'PJM Manuals" shall mean the hlstructions, rules, procedurcs and guidelines established by the 
()ltlce of tile Interconnection for the operation, planning, and accounting requirements of the PJM 
Region and the IUM Interchange l_inergy Market. 

1.35.01 I',JM Marke t  Moni to r .  

"PJM Market Monitor" shall mean the Market Monitoring I hilt established under 
Attachment M to the PJM Tariff. 

1.35A I 'JM Region. 

"I)JM Region" shall mean the aggregate ot'the MAA(" (kmtrol Zone, the PJM \\'est Region. and 
VACAR ('ontrol Zone. 

!.35B PJM South Region. 

"'PJM South Region" shall mean the VACAR Control Zone. 

1.36 P.IM Tariff. 

"'PJM laritt '" shall mean tile PJM ()pen Access l ransnqssion 'lariff pro,.iding transmission 
service 'aithin tile PJM Region. including an.', schedules, appendices, or exhibits attached thereto, zis in 
ell;act fi'om time It) time. 

1.36A Ireserved.] 

1.36B P.1M West Region. 

"'PJM \Vest Region" shall mean the aggregate of the I!CAR Control Zone(s) and MAIN Control 
Zone(s). 

1.37 Planning Peri~M. 

"'l)lanning Period" shall initially mean tile 12 inonths beginning Julle 1 and extending through 
May 31 of tile folio\sing ',ear, or such other period established under tile procedures of tile Reliability 
Assurance Agreement. 

1.38 President. 

"'Presidenr" shall ha'.e the meaning sp,zciticd 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 ('ontrol Zone(s) as designated by tile ()flicc of the Interconnection in tile 
I'JM Manuals. relevant to provision of, and requirements for. regulation ser',ice. 

1.39 Related Parties. 

"'Related I)arties "" shall mean. solely for puqx~ses of the governance provisions of this 
Agreement: (i) an.,. generation and transmission coopcrati',e and one of its distribution cooperati,.e 
members: and (ii) any joint municipal agcnc', and one of its members. For purposcs of this Agreement, 
reprcsentati',cs of state or federal government agencies shall not Ix: deemed Related Parties v, ith rcspcct 
to each other, and a public bixl,,'s rcgulatoD' authority, it" any. over a Membcr shall not bc deemed to 
make it a Related Pail} v, ith respect to that Member. 
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1.40 reliability Assurance Agreement. 

"Reliabilit'. Assurance Agreement" shall mean that certain Reliability .\ssurance Agreement 
Among l,oad-Ser'.ing t'ntities m tile PJM Region. on tile ,,~,ith FIRC as PJM Intcrconnection, I..I..C. 
Rate Schedule l:l'iR('. No. 42, establishing obligations, standards and procedures tbr maintaining the 
reliable operation of the PJM Region. 

1.40C S~:RC. 

"S[~R("" or "'Southeastern l!l¢ctric Reliability Council" shall mean the rcliabilit,, council under 
section 202 of tile l'cderal Pov, cr Act established pursuant to the Skill(; Agreement dated Januap, 14, 
1970, or all)' successor thereto. 
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i .47A VACAR. 

"'VACAR'" shall mean the group of  l'i',e companies, consisting of  Duke Energy. ('arDlina Pov, er 
and I.ight+ South Carolina Public Ser',ice Authority. South Carolina Electric and (ias. and Virginia 
Electric and Power Compan,.. 

1.47B V A C A R  ('Dntrol Zone. 

"'VACAR Control Zone" shall mean the Transmission t.acilitics of  Virginia Electric and Po;',er 
( 'ompan) .  

1.48 Voting Member.  

• 'Voting Member" shall mean (i) a Menlber its to \',hich no other Member is an Altiliate or 
Related Part). or (ii) a Member together v, ith an.', other Members as to which it is an Attiliate or Related 
Part,,. 

1.49 Weighted Interest. 

"'Weighted hlterest'+ shall Ix: equal to (0. I(I N') + 0.51B.'(') ' 0.2(1)/1i) ~ 0.2(I:~G)). v, berc: 

N - the total number of  Members excluding (,x q[lh-i+~ Menlbers and 
State (onsumcr  Ad',ocates (v, hich. lor purposes of  Section 15.2 of  this 
agreement, shall be calculated its o f  fi',e o'clc, ck p.m. I(astcrn l ime on tile date 
PJM declares a Member in default) 

B tile Member's internal peak demand Ibr tile pre',ious calendar 
.',ear (v, llich, tbr I.oad Serving I'.ntities under tile Reliability Assurance 
Agreement. shall be that used to calculate Accounted For ()bligation as 
determined by tile ()tt'icc of  tbe Interconnection pursuant to .%chcdule 7 of  tile 
Reliabilit) Assurance Agreement a,,cragcd o~cr tile pre'dous calendar year} 

C - tile sum uf  lhctor B for all Meluhers 

D - the Member's generating capability from Generation Capacity 
Rcsuurces located in the PJM Region as of  .lamlaQ I of  the current calendar 
)ear.  detcnnined h)t i le  ()ff~ce o1" tile [ntcrcomlection pursuant to Ndlcdulc 9 of 
the Rcliabilit.,, Assurance :\greement 

I{ = the sunl of  factor I) tbr all Menlbcrs 

F = the sum of  the Member's circuit miles of  transmissiDn thcil it ics 
multiplied b) the respective operating ,,oltage tbr thcilities IO0 kV and above as 
of  January I of  the cun'ent ca lendar)car  

(; - the sum of  factor F for all Members 
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(7) Thu l£1cetricity Markets Comrnittcc shall create sul~ornmittccs+ ',sorking groups 
or task tbrccs as and 'Math ncccssar) to assist in pcrf'omling thc duties of the Electricity Markets 
('ommittcc. 

8.6.2 Reliability Committee .  

l 'hc Reliability Committee addresses matters related to the reliable and secure 
operation of the PJM s',stcm and planning strategies to assure the continued ahilit,, of the Members 
to operate reliabl) and ceonomicall'., consistent ;',ith applicable rcliabilit.', principles and standards. 
l'hc P, cliahility Committee coordinates ,,',ith the I':lcctricit) X.larkcts Cornndttcc on mechanisms to 
provide an cfficicnt marketplace for products nccdcd for resource adcquac,, and operating sccurit). 
Voting on the Reliability ('omrnittec shall bc h,. sectors in accordance ~,.ith Sections 8.1 and 8.4 of this 
Agrccrncnt. Neither the Reliability Committee ilor the Members ('ommittcc shall have authorit) to 
control or direct the actions of the PJM t]oard or the Office of the lntcrconncction s~ ith regard to the 
short-total reliabilit,, of ,.:rid operations '.~ithin the PJM Rcgiun. l h c  rcsponsibilitics of the 
P, cliahilit,, Committee shall, more spccificall,., include, hut not bc limited to. the folloxsinu: 

Ca) 'lhc Reliability Committee shall dg~clop and approve an annual plan 
including prioritization of planned activities and initiation of acti,, ities supporting the approved plan. 

(hi l'hc Reliabilit> ('ommittcc shall provide advice and recommendations 
concerning rc+isions to this A+rccment. the Reli~thilitx Assurance Agrccmenl, and the PJ\I l a r i f f  
that D:rtain to its areas ot'rusponsibilit,,. 

(c) lhe Rcliahilit) Committee shall make annual and timcl,, recommendations 
concerning the ucnerating capacit~ rcser',e requirement and related demand-side valuation factors Ibr 
consideration b3 tile Members Committee. ill order to assist the Members ('OillIlliltec ill nlakin~ 
recc+t+m+nur~datiotls to the PJX| r+oard. 

(d) lhc  H, cliabilit~ Committee shall provide direction to the Operating 
Committee and l'lanning Committee+ xqfich committees shall report to the Reliabilit)('ofnmittee. 
lhc Op~ratinE~ Committee shall ad',ise tllc Rcliabilitv (.'onlll'liltCC and the ()I'tlcc of the 
Intcreonncction on matters pertaining to the reliahlc and secure operation of  the PJM Region and 
other matters as the Reliability ('ommittcc may request. "lhc Planning ('ommittcc shall adsise the 
Kcliabilit~ ('ommittc¢ and the ()t'ticc of the lnterconncction on matters l~tlaining to system 
reliabilit), sccurit), cconom) o1" SOl',, ice, and plannimg strategies and policies and other matters as the 
Rcliahilit) Committee ma> request. 

(c) 'lhu Reliability Committee shall l~rform such other functions, directly or 
through delegation to a Standing Comnlittec. subcomnlittee, ~orking group or task Ibrce rcD~rting 
thereto, as the Members Comfnittcc may direct. 

(f) l h e  Reliability Committee shall create subcommhtcus, xsorking groups or 
task forces as and sshen appropriate to assist in performing tile duties of the Reliability Committee. 
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iii) Prepare. maintain, update and disseminate tile PJM M;,nuals: 

iv) Conlpl) ~ith Nt!I/('. and Applicable Regional Reliability 
Council operation and planning standards, principles and guidelines: 

v) Mairltain an appropriatel.,, trained v, orkforce, and such 
equipment and facililies, including computer hard,aare and soft',~,are and backup 
po,.,,er supplies, as necessary' or appropriate to implement or administer this 
Agreement: 

x i) Direct the operation and coordinate tile maintenance of the 
facilities of the PJM Region used for both load and reacti',e suppl',, so as to 
maintain reliabilit', of scr',icc and obtain tile bcncfhs of pooling and interchange 
consistent "o, ith this Agreement. and tile Reliabilit+', Assurance Agreement: 

viii l)irect the Olx:ration and coordinate tile nltiintenance of the bulk 
lX~v, cr supply facilities ot +the PJM Region ~ith ~,uch facilities and s)stems of 
others not part 3 to this Agreement in accordance v, ith agreements betv, een the 
I.I.C and such other systems to secure reliabilit.,, and continuity of ser',ice and 
other ad'valltages of ptx.fling on a regional basis: 

iii) l~ertbnn interchange accounting and maintain records pertaining 
to tile operation of the PJM Interchange Imergy Market and tile P.IM Region: 

ix) Notif', the Members of the receipt ot'an} application to become 
a Menlbcr. and of the action of the ()ffice of the lnterconnection on such 
application, including but not limited to tile completion of integration of a nov, 
Member's s,.stem into the P.IM Region. as specified in Section I 1.6(f): 

x) ('alc,.llate tile Weighted Interest and I)efauh .\llocation 
assessnlcnl of each Member: 

xi) Maintain accurate records of the sectors m xxhich each Voting 
Member is entitled to ',otc. and calculate the resuhs of till',' "+tile t a k e n  in the 
Members Conlmittec: 

xii) Furnish appropriate intbnnation and reports as arc required to 
kccp the Members regularl.', inlbrmcd of the outlook lbr. the lhnctioning of+ and 
results achieved by' the I'JM Region: 

xiii) File vdth FI'IRC on behalf of the Members an.', amendments to 
this Agreement or the Schedules hereto, an.,, ne~; Schedules hereto, and make 
an+',' other regulatoo' tilings on behalf of tile Members or the I.I.C neccssar 3 to 
implement this Agreement: 

xiv) At the direction of the PJM Board. submit comments to 
regulato D authorities on matters pertinent to the PJM Region" 
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xx) ( 'or>uh vdth the standing or other committees established 
pursuant to Section 8.6(a) on matters ,aithin the res~msibilit.,, of  the committee" 

x'. i) Perlbnn operating studies of  the bulk pm,,er supply lhcilities of  the PJM Region 
and make such recommendations and initiate such actions as may Ix: necessary 
to rnaintain reliable operation of'the PJM Region; 

xx ii) Accept. on behalf of  the Members. notices ser,.ed under this Agreement: 

x',iii) Pertbrm those functons and undertake those responsibilities transl;.:rred to it 
under the East Transmission (h~ners Agreement. West l ransmission (h~ners 
Agreement. and ,~oulh [ransmission (),a her Agreement including (A) direct the 
operation of  the transmission facilities of  the parties to the East lransmission 
Or.hers Agreement (By direct tile operation of  the transmission facilities of the 
Parties to the V¢cst I ransmission O,aners Agreement. (C) direct the opcratkm of  
the transmission thcilities of  the Parties to the South lransmission () 'aner 
Agreement. ([)) administer the PJM Tarift: and (E) administer the Regional 
l 'ransmission Expansion Planning Protocol set lbrlh as Nchedule 6 to this 
Agreement: 

xix) Pertbml those functons and undertake those resp*msibilities transferred to it 
under the Reliabilit.,. Assur'arlcc Agreement. as specified in Schedule 8 of this 
Agreementt: 

xx) Monitor the ol~ration of  the PJM Region. ensure that appropriate Iimergency 
plans arc m place and appropriate Imlcrgcnc} drills are conducted, declare the 
existence of  an I{mergcnc>. and direct tile operations of  tile Mcmhers as 
necessar,, to manage, alle', late or end an Emergency : 

xxi) Incorlx.'ate the grid reliability requirements applicable to nuclear generating 
traits in the IUM Reg on planning and operating principles and practices: and 

xxii) Initiate such legal ol regulatol.3 proceedings as directed by the P.IM Board to 
enlbrce tile obligations of  this Agreement. 

I I. ~ . I E M B E R S  

1 I . i  3 1 a n a g e m e n t  Rights. 

The Members or any of  them shall not take part in the manager'nent of  the busflless o f  and shall 
not transact any business tot. the LLC in their capacit.', as Members. nor shall they ha,,e pov.er to sign 
tbr or to bind the I.[.C. 

I 1.2 Other  Activities. 

Except as otherv, ise expressly provided herein, any' Member may engage in or possess an.,. 
interest in another business or ',enture of  any nature and description, independentl? or ,a.ith others, even 
if such acti', ities compete directly v, ith the business of  the I.[.(,,7. and neither the l.[.(7 nor any Member 
hereof shall ha',e arLv rights in or to any such independent ventures or the income or prol]ts derived 
therefrom. 
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11.3 Member Responsibilities. 

11.3.1 General. 

I'o facilitate and provide tbi the ~sork of the Office ot" the lnterconnection and of the 
several committces appointed b,. the Members ('omrnittce, each Mcrnber shall, t(.) the extent applicable: 

(a) Maintain adequate records and, subject to the provisions of this Agreement tbr 
the protection of the confidentiality of  propiietarx or commercially sensiti',e intbmaation, provide data 
required for (i) coordination of operations. 60  accounting For all interchange transactions. (iii) 
preparation of required re~wts. (iv) coordination of planning, including those data required tbr capacity 
accounting under the Reliabili b Assurance Agreement. (,,)preparation of  maintenance scbedules. 
(,,i)analysis of system disturbances, and (,,ii)such other puq~oses, including those set forth in 
Schedule 2. as ~sil} contribute to the reliable and economic operatk,n of the PJM Rcgion: 

(by Pro', ide such recording, telemetering, re',enue qualit,, metering, communication 
and control thcilities as arc required for the coordination of its operations ,,sith the Ollice of tile 
Interconnection and those of the other Membc,'s and to enable the ()ffice of lhe Inlerconnection to 
operate the PJM Region and otherv, ise implement and administer tills Agreement. including equipment 
required in normal and limergenc} operation~ and for the recording and analysis of systcm disturbances: 

(c) Pro,,idc adequate and properly trained personnel to 6) permit participation in the 
coordinated operation of the P.IM Region. (ii) mect its obligation on a timely basis for supply of records 
and data. (iii)ser'.e on committees and participate in their in,.estigations, and (i,,)sharc in the 
representation of the ]nterconnection in inter-regional and national reliabilit> acti', itics: 

(d) Share in the costs ot' committee acti',ities and in,,estigations (including costs of  
cnnsultants, conlputer time and other appropriate items), communication Facilities used b} all the 
Members (in addition to those pro'.ided in th.: ()ttice of the Intcrconnection). and such othc," expenses as 
are approvcd tbr pa> rnent b) the P.IM Board. such costs to be reco',ered as provided in Schedule 3: 

(e) (Jornpl> v, ith the requirements of the I)JM Manuals and ;ill di,'ecti,.es ot" the 
Office of the ]nterconnection to take any action for the purpose ot" managing, alleviating or ending an 
t(ntergcncy, and authnrize the Of lice of the Interconnection to direct the transt~r or intcm,ption of the 
deli,,ery of energy on their behalt" to meet an l!mcrgcnc', and to implernent ag,'eements ~ith other 
Control Areas inlcrc(mnccted ~ith the PJM Region tb," the nltltual prc,,.ision of se,",ice to meet an 
Emergent>. and Ix: sulRject to the emergent', procedure charges specified in Schedule 9 of this 
Agreement lbr an)' failure to [bllov, the lmergency instructions ot'lhc Olt"ice of the Interconnection. In 
addressing an',' t-mergency, the Office of the Interconnection shall comply vsith the temls ol'an} reserve 
sharing agreements in ettkct Ibr any part of the PJM Region. 

11.3.2 Facililies Planning and Operation. 

(.'onsistcnt with and sul~ject to ~he requirements of  this Agreement. the PJM 
Tariff. the governing agreements of  the Applicable Regional Reliability Councils.  the Reliability 
Assurance Agreement the West Transmission Owners Agreement. the East Transmission Ov, ners 
Agreeme,tt. the South [ransrnission Ov, ner Agreement. and the PJM Manuals. each Member shall 
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cooperate with the other Members in tile coordinated planning and operation of the facilities of its 
System ,.,,ithin the PJM Region so as to obtain the greatest practicable degree of reliability, compatible 
economy and other ad,,antages from such coordinated planning and operation. In furtherance of such 
cooperation each Member shall, as applicable: 

(a) ('onsuh 'aith the other Members and tile Off'ice of the Interconnection. and 
coordinate the installatiun of its electric generation and Transmission Facilities with lhose of such other 
Members so as to maintain reliable service in the PJM Region: 

(hi Coordinate '+,.ith the otber Members. the (.)t'tice of the Interconnection and ,aith 
others in the planning and operation of" the regional facilities to secure a high le'.el of reliability and 
continuity ot'ser', ice and other ad,,antages: 

(c) Cooperate ~ith the other Members and tile Ott'icc of the Interconnection in tile 
implementation o fal l  lxHicies and procedures established pursuant to this Agreement for dealing ,,.ith 
Emergencies. including but not limited to policies and procedures tbr maintaining or ammging tbr a 
portion of a Member's Generation ('apacity Resources. at least equal to the applicable levels established 
from time to time by the Office or" the Interc.nncctinn. to ha',c the ability' to go, t'nml a shutdo,an 
condition to an olx:rating condition and start deli,,ering po,.,,er v.ilhout assistance thin1 the pox~er s,.stein: 

(d) Cooperate v+ith the members of the Applicable Regional Rcliahilit? (_Touncils to 
augnlent the reliability of the bulk pox,,er suppl> thcilities of tile region and compl', ,,+,ith Applicable 
Regional Reliability ('ouncils and NER(" operating and planning standards, principles and guidelines 
and the PJM Manuals implementing such standards+ principles and guidelines: 

(e) ()brain or an'angc tor transnlission ser',ice as appropriate to calL\ out this 
Agreement: 

(f) Cooperate x,,ith the Off'ice oI+lhe Interconnection's coordination of the OlX:rating 
and maintenance schedules of the Member's generating and rransmission Facilities ',',ith the facilities of 
other Members to maintain reliable scr,.ice to its o',,.n ctlstomers J:llld those o t ' the  other Members and to 
obtain economic efficiencies consistent there~,,ith: 

(g) Cooperate ',,.ith tile other Members and the Ot/~cc of the Interconncction in tbe 
analysis+ lbrmulation and implementation of plans to prc,.cnt or eliminate conditions that impair the 
reliability of the P.IM Region: and 

(h) Adopt anti apply standards adopted pursuant to tills Agreelllent ;.ind Colll;.)rnlitlg 
to NERC, and Applicable Regional Reliability (ouncil  standards, principles and guidelines and tile PJM 
Manuals. tbr s>stem design, equipment ratings, operating practices and maintenance practices. 

11.3.3 Electric Distributors. 

In addition to an+', of the foregoing responsibilities ttlat mav be applicable, each Member 
that is an I-ilectric Distributor. v+hether or not that Member ,,ores in the Members Comnlittee in the 
t'lectric l)istributor sector or meets the eligibility requirements for an+,,' other sector of the Members 
Committee. shall: 
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(a) Accept. comply v, ith or be compatible v, itil all standards applicable v, ithin the 
P,IM Region v, ith respect to s.,.stcnl design, equipment ratings. (>Ix:rating practices and maintenance 
practices as set tbnh in the t)JM Manuals. or be subject to an interconnected Member's requirements 
relating to the forego]ng, so that sufficient electrical equipment, control capabili b .  inlbmlation and 
eornrntmication are available to the Ott]ee of the hltcrconneetion for planning and operation o| 'the PJM 

Region: 

(b) Assure the continued compatibilit> of its local s~stem energy nlanagement 
s>stem monitoring and telecommunications s}stems to satist~ the technical requirements of  interacting 
automatically or manually ',~.ith tile ()tlr~ce of the [ntcrconnection as it directs the operation of tile I'JM 
Region: 

(c) Maintain or arrange for a portion of its connected load to be sui!jcct to control 
b.', automatic undcrl~'equene.'., under-'.oltage, or other Ioad-slledding devices kit least equal to tile le~,els 
established pursuant to the ReliabiliD Assurance Agreement. or bc SLII~ject tO another Member's control 
tbr these purD)scs: 

(d) Pro'. ide or alTange for sut'ficient reacti'.e capabilit.', and '.ohagc control facilitie,~ 
to conft)rm to (h~.)d I. !tility Practice and (i) to meet the rcacti',e requirements or its s} stem and customers 
and (ii) to maintain adequate ,.oltage le'.cls and the stabili b required b? the bulk po~,.er suppl) tacilities 
of the PJM Region: 

(e) %bed connected load. share (;eneration (.'apacib F, eSOL.'Ces, initiate Intcn'uptible 
t.oad for Reliabilit,. programs, and take such other coordination actions as ma', be necessar} in 
accordance v, ith the directions ol'the Oll]ce of the Intcrconncction in Emergencies: 

(t) Maintain or arrange t'or a l'xwtion of  its (ieneration ('apaeit.', Resources at least 
equal to tile le',cl established pursuant to the Reliabilit,. Assurance .,\greement to ha',e the abi l ib  to go 
from a shutdov, n condition to an operating condition and start delivering po,,~er ~ ithout assistance ffonl 
the po~er s', stein: 

(g) Pro',ide or ammgc through another Menlbcr for the scr,.ices of a 24-hour local 
control center to coordinate v.ith the Ofliec of the Interconnection, cacll such control center to be 
fiJmished v.ith appropriate telemetr) equipment as spccitied in the PJM Manuals. and to be stafl;.:d b} 
s',stem operators trained and delegated sulficient authorit.', to take an; action neccssar} to assure that the 
s~ stem tbr ~hich the operator is responsible is oD:rated in a stable and reliahle nlanner: 

(h) l)rovide to tile Otlice of  tile Interconnection all S}stcm. accounting, customer 
tracking, load lbrecasting (including all load to be served from its %.',stem) and other data necessary or 
appropriate to implement or administer this Agreement. and the Reliability Assurance Agreement; and 

(i) Compl} ~ith the underfrequenc) relay obligations and charges specified in 
gchedule 7 of this Agreement. 
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11.3.4 RepDrts to the Office Dfthe lnterconnection. 

Vach Member shall report as promptly as possible t(.) the ()11~cc of the lnterconncction 
an',' changes in its operating practices and procedures relating tD the rclivbilit? of the bulk IX~',ser suppb 
facilities of tile PJM Region. The Office of the lnterconnection shall rc',ie~,, such relx)rts, and if any 
change in an operating practice or pr(x:edure of the Member is not in accord '.,.ith the established 
operating principles, practices and procedures lbr the PJM Region and such change adversely alti:cts 
such region and regional rcliabili b .  it shall SD inlon'n such Member, and the other Members through 
their representative on the Operating Committee. and shall direct thal such change be modified to 
conlbnn to the established operating principles, practices and pr~ccdures. 

i 1.4 Regional Transmission Expansion Planning I'rotocol. 

] hc  Members shall participate in regional transmission expansi(.)n planning in accordance ,.,.ith 
tile Regional lransmission Vxpansion Planning Protocol set tbrth in Schedule 6 to this Agreement. 

I 1.5 Member Right to Petition. 

(a) Nothing herein shall dcpri,,e an.,. Member o f  the right to petition I-IiRC to m(xlil}, an', 
provision of this Agreement or any Schedule or practice hereunder that the petitioning Member bclie,.cs 
to Ix: unjust, unreasonable, (.)r unduly discriminator.,, under section 206 of" the Federal Pox,.cr Act, subject 
to tile right of'any other Member (a) to opD)sc said proposal, or (b) to ~,ithdrax ~, li-onl tile I.I.(" pursuant 
to Section 4.1. 

(b) Nothing hcwin shall be construed as affecting m an> ~a> the right o f  the Members. 
acting pursuant to a ,.ore ol'thc Members ('onunittee as specified in Section 8.4, unilaterally to make an 
application It) [:}-IR(" tl.)r a change in an', rate. charge, classification, tariff or scr,.icc, or an: rule or 
regulation related thereto, under section 205 o f  the l'edcral Po,.~er Act and pursuant to the rules and 
regulations promulgated b', Ft!RC thereunder, subject to the right of  an: Member that ,.otcd against 
such char)ge in an) rate. charge, classification, tar i f for  scr,. ice. or an 3 rule or regulati()n related thereto. 
in intervene in or)position to an.'. such application. 

11.6 Membership Requirements. 

(a) I o  qualil}, as a Member. an entit,, shall: 

il Bc a Iransmission O;,.ner a Generation O',~,ner. an ()ther Supplier. an 
[ilectric Distributor. or an End-t ;se Customer: and 

ii) Accept the obligations set lbrth in this Agreement. 

(b) ('crtain Members that arc I.oad Scr,,'ing }'ntitics are panics to the Reliabilit'. Assurance 
Agreement.. Upon becoming a Member, any entity that is a Load Scr~,ing Entit,. in the PJM Region 
and that wishes to become a Market Bu}er shall also simultaneousl> execute tile Reliabilit> Assurance 
Agreement. 
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(c) An entity that ',,.ishes to become a part) to tiffs Agreement shall apply', in ~ riling, to the 
President setting tbrth its request, its qualilications tbr membership, its agreement to suppl', data as 
specified in this Agreement. its agreement to pa) all costs and expenses in accordance vdth Schedule 3, 
and providing all inlbmlation specified pursuant to the Schedules to this Agreement tbr entities that '.; ish 
to become Market Participants. Any such application that meets all applicable requirements shall be 
approved by the President ~s ithin sixt)(6(1) da>s. 

(d) Nothing in this Section I I is intended to remo,.c, in any respect, the choice of  
participation by other util it) companies or organizations in the operation of  the P.IM P, egion through 
inclusion in the S)stem ofa  Member. 

(e) An entit,, ~hosc application is accepted by the President ptlrsuant to Section 
I 1.6(c) shall execute a supplement to this Agreement in substantiall', the form prescribed in Schedule 4. 
v, hich supplement shall be countersigned by the President. The entit.', shall become a Member effecti',e 
on the date the supplement is countersigned by the President. 

(I') Intities ',,.hose applications contemplate expansion or rearrangement of the PJM P, egion 
may become Members promptl,, as described in Sections I 1.6(c) and I 1.6(e) alx~,.e, but the integration 
of the applicant's s,,stem into all of the operation and accounting pro,. isions of this Agreement and the 
Reliability Assurance Agreement. or. as applicable, the Reliability Assurance Agreement-\\est or the 
Reliabilit.'. Assurance Agreement-South. shall occur onl) after completion of all required installations 
and modifications of metering, communications, conlputer programming, and other necessary and 
appropriate thcilities and procedures, as determined by the Oltice of the Interconnection. the Office of 
the [ntcrconnection shall notify the other Members ~ hen such integration has occurred. 

(g) lintities that become Members ~'.ill be listed in Schedule 12 ¢4"this .,\greement. 

(h) In accordance ',~.ith the MAAC Agreement, a Member ser',ing load in the M A A (  
(7ontrol Zone shall be a member of MA.\C and any other Member ma.', be a member or" MAA('. 

12. "I'RANSI'ERS OF .MEMFJERSHIP INTERESI" 

I he rights and obligations created b) this Agreement shall inure to and bind the successors anti 
assigns of such Mernb,~r: pro',idcd, ho,ae',¢r, that thu rights and obligations of a id  Member hereunder 
shall not be assigned "o.ithout the appro'.al of the Members Committee except as to a successor in 
operation of a Member's electric operating properties b,, reason of a merger, consolidatkm, 
reorganization, sale. spin-off, or foreclosure, as a result ot'v, hich 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. 

An'. Member ma} enter into interchange arrangements with others that are not Members v.ith 
respect to the deli'.ery or receipt o f  capacit,, and energy to fulfill its obligations hereunder or for any 
other purl'x>se, subject to the standards and requirements established in or pursuant to this Agreement. 
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1.3.13 Maximum (;eneralion Emergency.  

- M a x i m u n l  ( icnerat ion l 'me rgcnc>"  shall mean an Emergent) .  declared b' ,  the ()f'fice o f  
the Interconncct ion in ~ h i c h  the Office o f  the lnterconnt:ction ant icipates  request ing one or more  
( ienerat ion Capac i ty  Resources  to operatt: at its m a x i m u m  net or gross  electrical [xw, t:r output,  subject to 
the equipmt:nt  stress limits |b r  such Generat ion Capacit).  Rt:source. in order  to manage ,  alleviate, or  end 

the l 'mt : rgenc) .  

1.3.14 Minimum Generation Emergency.  

" M i n i n m m  Genera t ion  Emergent. ' , '"  shall mean  an t !mergcnc} declared by the Of t icc  o f  
tilt: Inlet 'connection in '.,.hich the Office o f  the Intcrconnt:ction ant icipates  rt:questing one or more  
genera t ing  resources  to operate  at or bclo,.~ NOrlllal Minimum (;eneration, in ordt:r to manage ,  alle',iatt:. 
or  end the Emergent> .  

1.3.14A NEll(': Interchange Dislribution Calculator. 

" 'NI !R(  Intt:rchange Distribution Calculator" shall mean  the NI!R(:  rncchanism ttlat is in 
t:lt'cct and being ust:d to calculate  the distr ibution o f  cnerg.'., over  specific t ransmb, sion intt:rtaces, fi'um 

t:nerg} transactions.  

1.3.15 Nel'~ Drk Resource. 

"'Nt:tv, ork Resource"  shall ha,.e the mean ing  specified m tile PJM Tariff. 

1.3.16 Nelv, ork Sen'ice User. 

"'Nt:t,.~ork Service 1 :scr'" shall mean  an t:rltit) using Network  I ransmh, sion St:r,. ice. 

1.3.17 N e t v . o r k  T r a n s m i s s i o n  Service.  

" 'Netv.ork Transmiss ion  St:r,.ice'" shall mean  t ransmiss ion ser ' . ice pro,.idt:d pur~,uant to 
the rotes, terms and condi tkms set forth in Part III o r  the PJ M I 'ari l l :  or  t ransmiss ion st:r', ict: comparabl t :  
to such st:r',ice that is pro,, ided to a I,oad Ser,,ing I:ntit'. that is ;.list) a West I ransmission (h,.nt:r, an I':aM 
Transmiss ion  O'. ' ,ner. t,r a South 1 ransmission ()v, nt:r. 

!.3.18 Normal Maximum (;eneration. 

- N o r m a l  M a x i m u m  Genera t ion"  shall mean  the highest  output  It:'.el o f  a genera t ing  
resource undcr i lOr l l l i | l  opera t ing  condit ions.  

1.3.19 Normal  Minimum Gcneralion. 

" 'Normal Min imum Genera t ion"  shall mean  the Iov.est output  le,,t:l o f  a gt:nerating 
resource under  normal  opera t ing  condit ions.  

1.3.20 Offer Dala. 

"Olti~r I)ata'" shall mean  the scheduling,  operat ions planning,  dispatch,  nev, resource.  
and other  data and infon'nation necessa~  to scht:dule and dispatch generat ion resources  

V 

Issued 13) : 

[ ssut:d (.)n : 

( ' ra ig G la /e r  
Vict: President. l:cderal (;o'. t:rmIler~l Pol icy 
Au#us l  31. 2005 

I ffccti,,t:: June I. 2006  



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

V 

V 

PJM Inlet'connection. [..L.C. 
Third Revised Rate .%chedule I:|';RC No. 24 

Fourth Rc``ised Sheet No. 72 
Superseding Third Revised Sheet No. 72 

(bY All applicant that is a Load Scr',ing l!ntit? or that x``ill purchase on behalf of or 
tbr ultimate delive D' to a l.oad ,qcr``ing Entit,, shall establish to the satislhction of the Office of the 
Interconnection that the end-users that ````ill be served through energy and related sere, ices purchased in 
the PJM Interchange l'ncrgy Market. arc located electrically ̀ `',ithin the PJM Region. or ,aill be brought 
'aithin the PJM Region prior to any purchases from the PJM Interchange Energ 3, Market. Such 
applicant shall further demonstrate that: 

i) The I.oad Serving [!ntity tbr the end users is obligated to u'neet the 
requirements of the Reliability Assurance Agreement" and 

ii) [ he  l,oad Scr~,ing Entity for the end users has arrangements in place for 
Net;``ork Iransmission Ser,,ice or Point- ]o-Point ]ransrllission Ser``ice 
for all PJM Interchange [inerg.', Market purchases. 

(c) An applicant that is not a load %er`` ing Entity or purchasing on behalfot 'or tbr 
ultirnate deli``e D to a I.oad S, cr`` ing Entity shall demonstrate thai: 

i) The applicant has obtained or `̀ `̀  ill obtain Net'aork Transmission Y, er; ice 
or Point-to-Point Transmission Y, er',ice for all PJM Interchange 
Energ,, Market purchases: and 

ii) lhe  applicant's P,IM Interchange lincrg', Market purchases ',',ill 
ultimately be delivered to a load in another Control Area that is 
recognized b'. NI-]~,(" and that complies v.ith NI!R("s standards lbr 
operating and planning reliable bulk electric systems. 

(d) ,,\n applicant shall not be required to obtain transmission ser``icc tbr purchases 
from the P.IM Interchange l'nergy Market to co',er quantity de``iations from its sales in the Da.',-ahead 
Energy Market. 

(c} All applicants shall demonstrate that: 

i) The applicant is capable of compl,,ing ~Gth all applicable metering, data 
storage and transmission, and other reliability, operation, planning and 
accounting standards and requiremcrlts l't~r the operation of tbe P.IM 
Region and the PJM Interchange Energy Market: 

ii) l'he applicant meets the crcdit~.ollhiness standards established h.`` the 
Ott]ce of the Interconnection. or has pro',ided a letter of credit or other 
fonn of security acceptable to the Otl]ce of the I nterconnection; and 

iii) The applicant has paid all applicable t~es and reimbursed the (.)tt]cc 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 I)ispute Resolution Procedures. 

(1) The applicant shall become a Market Buyer uDm a final fa``orable 
dctemfination on its application by' the Office of the Interconnection as specified belm~, and execution 
by' the applicant of counterparts of this Agreement. 
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i.4.2 Submission of Information. 

"]'he applicant shall furnish all information rcasonahl', requested by the Ottice of  the 
lnterconnection in order to deteltnine die applicant 's qualification to be a Market I'lu>er. The OtIice o f  
the lnterconnection may ~,,ai,.e the submission of  intbnnation relating to an 5 ot'the foregoing criteria, to 
the extent the inlonnation in the Office of  the Interconneelion's possession is suFlicicnt to e',aluatc the 
application against such criteria. 

1.4.3 Fees and Costs. 

"lhe ()ffice of  the Interconnection shall require all applicants to become a Market Buyer 
to pay a uniform application t~e. initiall,, in the al'lloun[ or" $l,500, tO dcfra,, the ordinar> costs o f  
pr~x:essing such applications. The application fec shall be revised from time to time as the Office of tbe  
]nterconnection shall detemfine I(5 be necessar> to recover its ordinar) costs of  processing applications. 
An 5 unusual or extraordinar 5 costs incurred b'. the ()ttice of  the [nterconnection in prtx;essing an 
application shall be reimbursed b 5 the applicant. 

1.4.4 ()fflee of the IntereonneeliDn Determination.  

I, :pon submission of  the infi:+rmation stx:cit'icd abo',c, and such other mtbrmation as shall 
rcasonabl', be requested b', the ()ffic¢ of  the Intcrconnection. the ()t]'iee of  the Intcrconnection shall 
undertake an e`.aluation and in`.estigation to determine v, hether the applicant meets the criteria specitied 
aho`.e . . . \s  soon as practicable, but in an,. e'.ent not later than 60 da',s alier suhrnission of tbe  fbresoing 
intbmaation, or such later date as may be necessar`, to satisf,, the requirements oF the Reliabilit,. 
Assurance Agreement. F, cliabilit', Assurance Agreemenl-\Vest. or Reliability Assurance Agreement- 
%outh. the Ottice of  the Intereonnection shall holily, the applicant and the members (51" the Members 
Committee of  its detemfination, along v, ith a ,,~,ritten sumnaa~ of the basis tbr the dclemaination. [ h e  
()ffice of  the [nterconncction shall respond promptl.', I(5 an> reasonable and timely request h,. a Member 
for additional informatitm regarding the basis for the ()ft'ice of  the Interconnection's dctemfination, and 
shall take such action as it shall deem appropriate in response to an ;  request tier reconsideration or other 
actit,1 submitted to the Oft]ce of'the ]nterconnection not later than 30 da.,,s fiom the initial notification to 
the Met'nb,.n's ( ommittee. 

1.4.$ Existing Participants. 

Any entity that x`.as qualified to participate as a Market Buyer in the P.IM [ntcrchange 
l!nerg', Market under the Operating Agreement of IUb, I Intcrconnection I..L.C. in etlcct immcdiat¢l 5 
prior to the Eft;active [)ate shall continue to be qualified to participate as a Market Bu'.er in the }'JM 
Interchange Energy Market under this Agreement. 

1.4.6 Withdrawal.  

(a) An Internal Market Bu}er that is a l.oad Scr'~ing l'intity may .̀̀ . ithdraw from this 
Agreement by giving .̀̀ . ritten notice to the Ofl]ce of  the lntereonneetion specil~,ing an effective date of  
withdra~al not earlier than the ell;zcti`.e date of  (i) its `.`.ithdmwal from the Reliabilit? Assurance 
Agreement, h. or (ii) the assumption o f  its obligations under the Reliabilit? Assurance Agreement by an 
agent that is a Market Bu',er. 
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1.6 Office of the Intereonnection. 

1.6.1 Operation of the P.IM Interchange Energy Market. 

' lbe ()tt]ce of the Intcrconncction shall operate the PJM Interchange Energy Market in 
accordance'o, ith this Agreement. 

1.6.2 Scope of .%en'iee~. 

lhe Ott]cc of tile Interconncction shall, on behalf of tile Market Participants. pcrtbm~ 
the scr,,ices pertaining to tile PJM Interchange I'incrg+', Market spccil]cd in this Agreement including but 
not limited to tile |bllov, ing: 

i) Administer the P.IM Interchange Energ,. Market as part of tile PJM Region. 
Jr, eluding scheduling and dispatching of generation resources, accounting Ibr 
transactions, rendering bills to the Market Participants. recei,, ins pa)mcnts fi'om 
and dishursing pa)rnents to the Market Participants. maintaining appropriate 
records, and monitoring the compliance of Market Participants v, ith tile 
pro'. isions of this Agreement, all in accordance vdth applicable pro,, isions of the 
()tticc of the Interconnection Agreement. and the Schedules to this Agreement: 

ii) Re; icy, and e',aluatc the qualilication of entities to be Market Busers or Market 
Sellers under applicable pro,.isions of'this Agreement: 

iii) ('oordmate. in accordance v, ith applicable pro,,isions of tiffs Agreement, the 
Rcliabili b Assurance Agreement, the West lransmission (h~ncrs Agreement, 
the South Transmission Owner Agreement. and tile East [ ransmission ()',+,ncrs 
AgreemcnL maintellance schedules fur generation and transmission resutlrces 
operated as part of the PJM Region: 

i,,) Pro',ide or coordinate tile pro,,ision of ancillar,, ser',iccs necessar+', for the 
operation of the PJM Region or tile P.IM Interchange Vnerg+,, Market: 

'.1 Dctcnnin¢ and declare that all ~ll lergcllC} is expected to exist, exists, or has 
ceased to exist+ in all or any part o f  the P.IM Region+ or in another dircctl,, or 
indirectl,, interconnected (~ontrol Area and scr+e as a primary point o f  contact 
fur interested state or fi:deral agencies: 

vi) t-lnter into (a) agreements Ibr the transti:r 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 l'mergcnc> conditions ~+.ith other 
interconnected Control Areas. and (b) purchases of Emergency energy offered 
by Members from generation resources that are not ( 'apacit) Resources in 
conditions constituting an l';mergenc) in the PJM Region: 
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1.7.9 1)eliven' to an External  Marke t  Buyer. 

A purchase ot 'Spot Market l..inerg} by an External Market Hu)er shall hc deli',ered to a 
bus or buses at the electrical boundaries of  the PJM Region specified by' the Office of  the 
Interconnection, or to load in such area that is not ser',ed b} Net',~ork l 'ransmission Sere, ice. using 
Point-to-Point l ransmission Service paid |br  by' the I'xtemal Market Bu',er. Further deli',ery, of  such 
energy shall bc the responsibilit.,, of  the lixtemal Market Bu>er. 

1.7.10 Other Transactions. 

(a) Market l 'allicipants ma', enter into bilateral contracts lbr the purchase or sale of  
electric energy to or from each other or alL', other entity, sub.iect to the obligations of  Market Participants 
to make (ieneration (.'apacit', [{esources a,.ailable tbr dispatch b', the ()ffice of the Intcrconnection. 
Bilateral arrangements that contemplate the physical transfer of  energy to or fi'om a Market Participant 
shall be reported to and coordinated 'aith the ()t'lice of  the Interconnection in accordance ~ith this 
Nchedulc. 

(hi Market Participants shall have SD~t Market Backup v, ith respect to all bilateral 
transactions that arc not d}nanlicall} scheduled pursuant to Section 1.12 and that are curtailed or 
interrupted fc, r any reason (except fur curtaihnents or interruptions through actixc load management t;ar 
load kx:ated v, itlfin the P,IM Region). 

(c) 1o the extent the Office of  the Interconnection dispatches a (ienerating Market 
Buyer 's  generation resources, such Generating Market Bu',er max elect to net the output of  such 
resources against its hourly I'quivalent l.oad. Such a Generating Market Buyer shall be deemed a btber  
from the P,JM Interchange llnerg,. Market to the extent of  its PJM hlterchange Imports. and shall be 
deemed a seller to the PJM Interchange Iinerg,. Market to the extent o fits P.IM Interchange Exports. 

(d) A Market Seller ma) self--supply Station I'o~ser tbr its generation facility in 
accordance v, ith the lbllo~ ins prm isions: 

(i) ,,\ Market Seller ma,, self-supply Station Pov, er lbr its generation 
lacilit> during any month (11 ,ahen the net output of  such tacilit? is 
positi,,e, or (2) v, hen the net output of  such theility is ncgati,,e 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 otl},et tully such negative net output. For purposes of this subsection 
(d). "'net output" of  a generation lacilit', during an; month means the 
tacilit>'s gross energy output, less the Station Pov, er requirements of  
such thcilit>, during that month. "['hc determination of  a generation 
lhcilit,'.'s or a Market Seller's monthly net output under this subsection 
(d) ,,',ill apply only to determine whether the Market Seller se l f  supplied 
Station Pov, er during the month and v, ill not aft;act the price o f  energ} 
sold or consumed by' thc Market Seller at any bus during any hour 
during the month. For 
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b) The Officc of the Interconnection shall obtain and maintain for each Spinning 
Reserve Zone an amount ot'Spinning Rcser',e equal to the Spinning Reser,,e objective tbr such 
Spinning Reserve Zone. as specitied in the PJ.'v1 Manuals. 

c) The Spinning Rescr',e capability ot'a unit shall be the increase in energ} 
output achie', able b', tile unit ',', ithin a continuous 10-minute period. 

d) A unit capable of automatic energy dispatt;h that also is pro,,iding Spinning 
Reserve shall have its energ', dispatch range reduced by the amount of the Spinning Rescr,,e 
provided, lhe amount of Spinning Reser',e pro,, idcd by a unit shall serve to redelinc the Normal 
Maximum Generation ¢nerg', limit of that unit in that the ~.IMOLIIII ot'Spinning Reser,,e pro',ided shall 
be subtracted from its Normal Maximum Generation energy limit. 

1.7.20 Communication and Operating Requirements. 

(a) Market Participants. Each Market Participant shall haxe. or shall ammge to 
ha~e, its transactions ill the P,IM h'~terchange Iinergy Market subject It) control bv a Market ()pcrations 
Center. v, ith staffing and cDmmunications s.,.stcms capable of real-time communication with the Office 
of the InterconnectJon during nomlal and I-mergenc', conditions and of control of the Market 
Participant's rele,,ant load or thcilities sufficient to illeet tile requirements of the Market Participant's 
transactions v, ith the P.IM [nterchangc lincrg.', Market. including but not limited to tile follov, ing 
requirements its applicable. 

(hi Market Sellers selling from resources ~,,ithin tile P.IM Region shall: I'¢l~)ll tO the 
Office of the Intcrconncction sources of energy available tbr operation; suppl.,, lo the ()fl]ce of tile 
Interconncction all applicable Offer I)ata: relxWt to tile Office of tile Interconnection units that are 
s e l f  scheduled: ret~wt to the ()l}ice of the Interconnection bilateral sales transactions to bu.',ers not '.'.ithin 
the P.IM I<egion: conlinn to the ()Mce of the Interconnection bilateral sales to Market Bu',ers ~ithin the 
P.IM l<¢gion: respond to the ()ttice of tile Interconncction's directi',es to start, shutdo;,,n or change 
output le',els of generation units, or change scheduled ,,ohages or reacti',e output le,,els: continuously 
maintain all ()fief Data concurrent ~ith on-line olx:rathlg information: and ensure that. ~here so 
equipped, generating equipment is operated ~ ith control equipment fun~;tioning as specified in the I'JM 
Mantlals. 

(c) Market Sellers selling from resources outside the PJM Region shall: pro~ idc tu 
tile ()fi]c¢ of the Interconncction all applicable ()1t"¢r l)ata, including ot]brs specit',ing amounts of 
energy a',ailable, hours of a',ailability and prices of energ) anti oilier ser',ices: resFxmd to ()flic¢ of tile 
[nterconnection directives to schedule dclivcp,, or change dcli',eQ schedules and communicate deli',eQ 
schedules to the Market Seller's ('ontrol Area. 

(d) Market Participants that arc I.oad Serving I'ntities or purchasing on behalf of 
I.oad Serving Entities shall: respond to Office of the Interconnectkm directives tbr load management 
steps; reD.)rt to the Office of tile Interconnection Generation Capacity Resources to satisf.', capacity 
obligations that arc available ff, r pool operation; rel'w, rt to tile ()ffice of the Interconnection all bilateral 
purchase transactions: resfxmd to other Office of the lnterconnectknl directives such as those required 
during Fmergency operatkm. 
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adequatelv resolved, or discloses a need fur changes in standards or pt~licies established in or pursuant to 
the Operating Agreement. a%'. of the tbrcgoing panics may rnakc a written rcqucst tbr re'.ie',~, of the 
matter b) the Members C'~.,llrnittcc. and shall include v.ith thc request the tbrv, arding part.,,'s 
rect>nlmcndatiDn and such data or intbnnatbn (sub.jeer to cont'idcntialit', or other nDn-disclosurc 
requirements) as would enable the Members C'ornmittce to assess the matter and the reconlmendation. 
The Members Conlmittee shall take such action on the rccomnlcndatbn as it shall decm appropriate. 

(d) Subject to the right of a Market Participant to obtain correctbn ~I" accounting or 
billing errors, tile 1,1.(" or a Market Participant shall not be entitled to actual, comfx:nsator'.. 
consequential or punitive damages, opl)onunit ) costs, or other l't~ml of rcimburscrnent from tile 1,1,(" or 
an3 other Market Participant lbr any loss. liabilit.,, or claim, including an:  claim tbr It>st protits, incurred 
as a result o f  a mistake, error or other fault h'. tile Office of the Interconneetion in the selection. 
schcdulil'lg t~r dispatch t~f rcsourccs. 

1.9 Preseheduling. 

lhc tbllov.in~ procedures and principles shall govern the preschcduliFig acti',itics nccessar,,, to 
plan tbr the reliable operation t~t" the IUM Re~ion and tbr the cfth:icnt t~l'~rati~.~n ot'the P.IM Interchange 
t.lncrg', Market. 

1.9.1 Outage Scheduling. 

l 'he Office of the hlterconnectioFI shall be rcspoiIsiblc tbr c¢~ordinating and appr~.~,.in~ 
requests tbr outages of generation and transmission facilities as neccssar,, tbr the reliable operation of 
the PJM Region. in accordance '.;ith the P.I M Manuals. I he ()l'ficc of the hltercon nection shall maintain 
rccc, rds ol'c~utagcs and outage requests of these facilities. 

!.9.2 Planned Oulages. 

(a) A Generator Planned ()utage shall be included in (ienerator Planned Outage 
schedules established prior to the scheduled start date t'~r the ~.~utagc. in accordance ','.ith standards and 
procedurcs spccilied in the PJM Nlanuals. 

(b) l h c  (.)f'ficc of tile Intcrconnection shall conduct (iel'tC~ltor Planned Outage 
scheduling tbr (icneration Capacity Resources in accordancc ~ ith the Rcliabilit) Assurance Agreenlcnt 
and the PJM Manuals and in e~nsultation '.~.ith the Menlbcrs t~s~.ning or controlling the output of such 
resources. A Market Participant shall not bc exp, cetcd to subnlit offers lbr the sale of cncrg> or other 
services, or to satisfy, delivc~ obligations. 1h~111 all or part t)f a ~cncratbn I'CSOLIFCC tlndcr~ohlg an 
approved (kncrator Planned Outage. If the Ott]ce of the Interconncction detcmlincs that appro'.al of'a 
(ienemtor Planned Outage would signiticantly aft;act the reliable operation of the PJM Region. the 
Office of the IntcrconnectiDn rnay ~.ithhDld approval or ~.ithdraw a prior approval. Approval |br a 
(ienerator Planned Outage o f a  Generatbn Capacity Resource shall be ',,.ithhcld or v, ithdrav, n onl.', as 
necessary tD ensurc the adequac,, of reserves or the reliability of the PJM Region in connection ".,.ith 
anticipated irnplcmentation or avoidance of Ernergen£,, procedures. If the Oflicc of the lnterconnectbn 
,,,.ilhholds or v, ithdraws approval, it shall coordinatu ",~.ith the Markct Participant owning or controlling 
tile resourcc to rcschedulc the 

v 

Issued B~: 

Issued On: 

Craig (ilazcr 
Vice President, Federal (b,.ernment Polio) 
August 31. 2005 

l!11"ccti'.e: June I. 2006 



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

V 

V 

PJM Intcrconnection. L.I ..C. 
l"hird Revised Rate Schedule I:I{RC No. 24 

Fifth P, ex ised Sheet No. 88 
Superseding Fourth I,tes ised Sheet No. 88 

Generator~lam~ed~utageofthe(icn~rat~nCa~ac~yResourc~a~h~earIi~s~racticaItime. I he Off'ice 

o|" the Interconnection shall it" possible prolx~Se altemati',e schedules ~ ith tile intent of  minimizing the 
economic impact oil the Market Participant ot 'a Generator Planned Outage. 

(c) "lhe Office o1" the Interconnection shall conduct Transmission Planned Out<age 
scheduling m accordance v, ith procedures specified in, as applicable, the I-last l'ransmission O~ners  
Agreement. West "1 ransmissiun (h~ners Agreement. or South lransmission (),.;ner Agreement. and tile 
PJM Manuals. and in accordance ~ ith tile Ibllov. ing procedures: 

(i) l 'ransmission (h~ners shall suhnlit Transmission Planned ()u/age 
schedules one )',car m advance tbr all outages that are expected to 
exceed tire cork ing  da)s  dLiratitm or that are anticipated to result in 
signilicant s)stem impacts. ~ith regular (at least inonthl)) updates as 
nov, intbnnation becomes a~ailable. 

(it) l ransmission (),.xners shall submit notice of  all I'ransmission Planned 
()lltagcs to tile ()tt"ice ,,~f the Interconnection b} tile first da} of  the 
month preceding the month the outage ,.x ill commence. ~ ith updates as 
nc~ intbrnmtion becomes a~ ailablc. 

(iii) I f  notice o fa  lransnlission Planned ()ulaTc is t i l l( pr('o, ided b b the first 
da) o f  the irlonth preceding the month the outage ~il l  COlllnlence, arid il" 
such outage is detei'trliiled b) tile ()tt]c¢ of  the Interconnection Io ha'~e 
the potential to cause translllission s+', stem congestion+ then the ()ftice of  
the lnierconnection ma) require the "gransnlission Ouner to implement 
an alternative oLila~e schedule to reduce liP a'~oid the congestion, lhe 
()t'iicc o f  the Interconnection shall pertbnn this anal) sis and notil~ tile 
l'ransmission (),Ancr in a tiiriel) inanncr it" it ~i l l  rcquh'e rescheduling 
of  the oulage+ 

(i',) Ill,.: (.)tlice o1" the IllterCOlllleclion shall post notice of" Iransmission 
Planned Outages on OASIS upon receipt of  such notice ti'om the 
l'ransmis~ion (h~ner: provided, hosteler, that the ()flice o1" the 
Interconncction shall not post on OASIS notice ot" any component oF a 
"['ransnlission Planned Outage to tile extent such coMpon¢llt shall 
directlb t'ev~al a generator ocltag,,2+ In such cases, tile 1 ransmissi¢+n 
Owner. in addition to pro+iding notice to the Ofl]cc ot" Interconnection 
as required alxl+e, concurrcntl) shall infbnn tile affected Generation 
()wner el+such outage+ limiting such communication to that n¢ccssa~ to 
describe tile outage and to coordinate +~ith the Generation Ox~ner on 
matters ot" safet? to persons, lacilitics, and equipment. ' lhe 
l'ransmission (.h~ner shall not nell|)' any other Market Participant of  
such outage and shall arrange an) other necessa+" coordination through 
tile Office of  the Interconnection. 

In addition, if" tile Oll]ce ot" the Interconnection determines that transmission maintenance 
schedules proposed by one or more Members would significantl)atti~ct the elticient and reliable 
operation of  the PJM Region. the Oll]ce o f  the lnterconnection may 
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establish ahernati',e schedules, but such altcrnati',c shall minimize the economic impact on the Member 
or Members v, hosc maintenance schedules the ()t'lice of'the Interconnection proposes to modify,. 

(d) lhe Ollice o f  the Interconncction shall coordinate resolution o f  outage or other 
planning contlicts that ma', gi',c rise to unreliable s,.stern conditions, l h c  Members shall compl,, v, ith all 
maintenance schedules established by the (')fl]c¢ o f  the Interc(.)nnection. 

1.9.3 Generator Maintenance Outages. 

A Market Participant ma> request appro,,al for a (ienerator 5,|aintcnance Outage of  an} 
Generation Capach 3 Resource t'rorn the (.)it"ice of  the Intcrconncctkm in accordance ,aith the timetable 
and other procedures specified in the I'JM Manuals. The Office of  the hlterconnection shall appro',e 
requests for Generator 5.|ahmtnancc Outages for such a Generation ('apacit+'. Resource unless the OLltagc 
~',ou]d threaten the adequac~ of  reser',es in. or the reliabilit,, o f  the P.IM Region. A Market Participant 
shah not bc cxp, ccted to submit offers for the sale of  encrg+,, or other scr,,iccs, or to satist~ deli',c D 
obli~ati(.)ns, fron +' a generation resource kmder~oine an appro',cd full or partial Generator Maintenance 
()utaoc. 

1.9.4 F'ore(:d Outages.  

(a) [iach Market Seller that ov, ns or controls a pool-scheduled resource, or a 
Generation ('apa(:it', Resource ,,,.hcthcr or not pool-scheduled, shall: (i) ad,,isc the ()l'lk'e of  the 
Intercc)nncction of  a Gcrterator lorced Outage sul1~rcd or anticipated to be suI'lcred b,, at'L', such 
t'esource as promptl', as D)ssible: (ii) pro',ide the ()t'lacc oF the Interconncction v,]th the expected (+late 
and time that the resource ~ill Ix: made availaNc: and (iii) make a record of  the c',cnts and 
,..:ircun+istanccs gP. ing rise to the (.+encrator Forced Outage.  ,,\ Market Seller shall not be expected to 
submit offers fur the sale of  cncrg+', or other scr',iccs, or satisf+,, dcli',e D obligations, from a generation 
resource undergoing a Generator forced Outage. A (.~cncration (.'apacit', Resource that does not dcli',er 
all or part ot" its scheduled cnerg> shall be deemed to ha,,c experienced a (icncrator Forced Outage v, ith 
respect to such undcli',crcd encrg}, m accordancc v, ith standards and procedures tbr full and partial 
Generator l:orccd Outages specified in the RcliabiliD Assurance Agreement and the PJM Manuals. 

(b) l h c  Of| ice of  the Interconncction shall rccci,.e notit]cation oF I:orccd 
I ransmission ()utagcs. and information on the return to scr',,icc, of  l ransmission Facilities in the PJM 
Region in accordance v, ith standards and procedures specified in. as applicable, the l!ast l 'ransmission 
()~s hers Agrecnlcnt. ~ 'cst  I ransmission (h~ net's Agreement. or Nouth l'ransmission ()~ nor Agreement 
and the PJM Manuals. 

1.9.5 Market Participant Reslmnsibilitics. 

Each Market Participant making a bilateral s.ale co',cring a period greater than the 
lbllowing Operating Da', from a .generating resource located within the PJM Region ['or deliver.',: outside 
the I'JM Region shall furnish to the Office of  the Intcrconnection. in the tbnn and manner specified in 
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shall pro,,ide detailed data.iustit~ing such ,ransrnission facility ratings ',,.hen directed by the Ott'ice of 
the lnterconnection. 

(by In addition to the seasonal verification of all ratings, each lransmission 
Ovmer shall submit to the Operations Planning I)eparlment (or successor Department) of the Office 
of the lnterconncction updates to its transmission facility ratings as soon as such lransmission 
O',,.ncr is a,.,.are of i.my changes. Such [ransmission O'~,,ner shall provide the Office of the 
lnterconnection ','. ith detailed data justifying all such transmission facility ratings changes. 

(c) All Transmission (,)~ners shall submit to the Operations Pkmning r)epartment 
(or successor l)cpartment) of the Office of the [nterconneclion formal documentation of any 
procedure tor changing tacility ratings under specific conditions, including: the detailed conditions 
under ,.,.hich such procedures v, ill apply, detailed exphmations of such procedures, and detailed 
calculations justifying such pre-establishcd changes to facility ratings. Such procedures roLlS, be 
updated ,,.,.ice each year consistent ',,.ith the pro', isions of this .Nection. 

1.9.9 O f f i c e , f  the lntercDnnectiDn Responsibilities. 

(a) l h c  Office of the lnterconnection shall perlbrm seasonal otx:ratil'hg studies to 
assess the forecasted adequacy of generating reser,.es and of the transl'flission system, in accordance ~; ith 
the prcyccdures specified in the PJM Manuals. 

(h) The Off'ice of the [nterconnection shall maintahl and update tables setting Ibrlh 
Operating I<ese~c and other reser',e ol2iecti',es as six'tiffed in the PJM Manuals alld as consistent v, ith 
the Reliability Assurance Agreement.. 

(c) l h e  Ottice or'the Intert:ormection shall recei,.e and pnx:ess rcque',ts for firm and 
non-firm transmission ser', ice in accordance v, ith procedures specified in the PJM "l'aritt~ 

(d) lhe ()ffice ot" the Interconnection shall maintain such dam and infonlmtic, n 
relating to generation and transmission lhcilities in the PJM l<egion as may he necessary or appropriate 
to conduct the scheduling and dispatch of the IUM Interchange Energy Market and P.IM Region. 

(e) "['he Ofticc ot+the Interconnection shall maintain an historical database ol 'all 
transmission thcility ratings, and shall re: icy,. and may modify or reject, any subnlittcd change or 
any submitted procedure for pre-established transmission facility rating changes. Any dispute 
bct'.aeen a lransrnlssion O'..,.ncr and the Office of the Inlcrconnecti,an concerning transmissitm 
thcility ratings shall be resol',ed in accordance with the dispute resolution procedures in schedule 5 to 
the Operating Agreement: provided, however, that the rating level detennined by" the Office of the 
Interconneetion shall govern and be effective during the pendency of any such dispute. 

(1") [he 01ticc of the Interconnection shall coordinate v, ith other interconnected 
Control Area as necessary to manage, alleviate or end an l'mergency. 

1.10 Scheduling. 

1.10.1 General.  

(a) The (.)t'tice of the hltcrconnection shall administer scheduling processes to 
implement a Day'-ahead Energy' Market and a Real-time Energy market. 
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each such sel f  scheduled resource ,.',ill disconnect or reduce output, or confirmation o f  the Market 
Buyer's intent not to reduce output. 

(c) All  Market Participants shall submit to the Office o f  the Interconnection 
schedules for an', bilateral transactions in`.ol','ing use o f  generation or "['ransrnission Facilities as 
specified belov,, and shall inlbnr~ the Office or the Interconnection v, hether the transaction is to be 
included in tile Da)-ahead Energ', market. Any Market Participant that elects to include a bilateral 
transaction in the Day-ahead Iincrgy Market mav spccit~ the price (such price not to exceed the 
maximurn price that ma,. he specified in the t'JM Manuals). if any. at v, hich it ',,.ill he v, holl> or partially 
curuliled rather than plty l'ransmission Congestion Charges. rhe  tbregoing price specification shall 
apply to the price difference bctv, een the specitied bilateral transaction sourcc and sink [x~ints in tile day- 
ahead scheduling process only..,\n', Market Participant that elects not to include its bilateral transaction 
in the Da',-ahead Entre,. Market shall inform the Ofl'icc of tile Intcrconnection if tile parties to tile 
transaction are not ~illing to incur I ransmission Congestion Charges in the Real-time l!nergy Market in 
order to complete an', such scheduled bilateral transaction. Scheduling of bilateral transactions shall be 
conducted in accordance v, ith the specitications in tile PJM Manuals and tile follm~ ing requirements: 

i) Internal Market I:lu,,ers shall submit schedules tbr all bilateral purchases 
tbr deliveD 'a ithin tile P.IM I',egion. ,a hether from generation resources 
inside or outside the PJM Region: 

ii) Market Sellers shall submit schedules tbr bilateral sales to entities 
outside the PJM Region from generation ~ ithin the I)JM Region that is 
not d.'. namically scheduled to such entities pursuant t'J S'.'ction I. 12: and 

iii) In addition to the lbregoing schedules [or bilateral transactions+ Market 
Participants shall submit c~mt]nnations of each scheduled bilateral 
transaction ti'om each other part', to tile transacti~m in addition to tile 
part,, submitting the schedule, or the adjacent ('ontrol Area. 

(d) Market Sellers ,aishing to sell into the I)a)-ahead I:nerg) Market shall submit 
offers tot the suppl', of energy (including energ> from h,,dropo',ser units). Regulation. Operating 
Reserves or other scr`.ices for the tbllo',,,ing Operating l)a.',. Offers shall he submitted to the ()fiice of 
the lnterconnection in tile Ibm) specified by the Off'ice of tile Interconnection and shall contain tile 
inlbnnation specified in tile Office of the Interconnection's ()fl;ar I)ata specification, its applicable. 
Market  Sellers ov, ning or controlling the output o f  a Generation Capacity Resource that was self '  
supplied or ofl;,:red and cleared in a Base P, esidual Auction or Inctvmental Auction its spcciticd in 
Attachment Y of the P.IM Tariff'. and that has not been rendered unavailable by a Generation Planned 
Outage. a Generator Maintenance Outage. or a (iencration Forced Outage shall submit offers tbr the 
available capacity of such Generation Capacity Resource. including an', Izx~rtion that is self-scheduled by 
the Generating Market Buyer. r he  submission of offers tbr resource increments that ha',e not cleared in 
a Base Residual Auction or an Incremental Auction shall be optional, but an> such oftkrs must contain 
the infimnation specified in tile Ott]ce of  tile Interconnection's Offer l)ata 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 
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to supply the Operating 

i) 

ii) 

iii) 

iv) 

v) 

~i) 

ii) 

~iii) 

Reser,.es of a ('ontrol Area outside the PJM Region. "lhe tbregoing ofli:rs: 

Shah specit~ the Generation Resource and energ', tor each hour in the ott'cr 
perkxl: 

%hall specify the amounts and prices for the entire ()perating l)ay tbr each 
resource component offered h> the Market Seller to the Olticc of the 
JnterconncctiOll; 

If based on energy li'om a specific generating unit. may specil~,' start-up and no- 
load fees equal to the spccit]cation of SLich tees tbr such unit on file ,>,ith the 
()tllc¢ of the Interconnection" 

Shall set Ibnh an> special conditions upon ~hich the Market Seller proposes to 
suppl.', a resource increment, including an'. curtailment rate specified in a 
bilateral contract tbr the output of the resource, or an) cancellation t;ces: 

Ma'. include a schedule of ofl~zrs tbr prices and operating data contingent on 
acceptance h,, the deadline specified in this Schedule, v.ith a second schedule 
applicable if accepted after the foregoing deadline: 

Shall ~:onstitute an olt~:r to submit the resource increment to the Olt]ce of the 
Intcrconnection for scheduling and dispatch in accordance ~ ith the terms of the 
ottk'r. ~qfich oiler shall remain open through the ()pcrating Day for '.,.hich the 
offer is submitted; 

.";hall be t'inal as to the price or prices at ~,.hich the Market Seller proposes to 
supply criers.,, or other ser,. ices to the l'.l?',l hlterchange Encrg', Market. such 
price or prices being guaranteed b) the Xlarkct Scilcr for the period extending 
throLlgh the end of the fol lo~ ins ()perating l)a', : 

%hall not exceed an energ} uffbr prk:c ol+$1,000 megav.att-hour: and 

ix) l f a  Generation ('apacit> Resource v.as self-supplied or ol'Ikrcd and 
cleared the Base P, esidual Auction or an Incremental Auction and is 
committed to satisfy Resource ()pcrational Reliability Requirements, as 
defined in Schedule 9. I of  the Reliability Assurance Agreement.  the 
Market Seller must specil~' such specific operating attributes. 

Issued B}: 
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(c) A Market Seller that v, ishes to make a resource available t,.) sell Regulation 
ser,,ice shall submit an ot't~:r for Regulation that shall spccif!," the MW of Regulation being 
offered+ the Regulation Zone lbr v, hich such regulation is ofl'ered, the price ot'the offer in dollars 
per MWh, and such other intbnnation specilied by the Ollice of the Interconnection as ma', be 
necessary, to evaluate the ottk:r and the resource's opportunity costs. The price of the offer shall 
not exceed $1 O0 per MWh in the case of regulation offered lbr all Regulatkm Zones+ except that 
olt;ers [br Regulation b', American Electric Pov, er Company and Virginia Electric Po'.'.er 
Compan', and/or their respective altiliates lbr the Regulatkm Zone comprised of the ECAR 
('ontrol Zone(s)+ MAIN Control Zone(s). or the VACAR Control Zone shall be cost-based 
consisting of+the follov, ing components: 

i. "['he costs (in $/MW) of the (hel cost increase due to the heat rate increase 
resulting from operating tim unit at Iov.cr M\V output incurred l h .n  the 
provision of Regulation: 
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ii. lhe cost increase (in $ / M ~ )  in variable operating and maintenance costs 
resulting from operating the unit at Io\ser MW output incurred from the 
pro', ision o f  Regulation: and 

iii. An adder of  up to $7.50 per Mg.  of  l",egulation provided. 

Qualified F, egulation capability must satisf,, the ,.erifit;ation tests slx:cified in the PJM Manuals. 

(f) Each Market Seller o~ning or controlling the output of  a Generation Capacit ' ,  
Resource shall submit a tbrecast of  the a,.ailabilit) of  each such (ieneration Capacity Resource tbr the 
next se¥cn days. A Market Seller {i) may submit a non-binding tbrecast ot 'the price at 'Mlich it expects 
to ottkr a generation resource increment to the Ollice of  the Intercoflllection o'~er the ileXt se'.Cfl day s, 
and (ii) shall submit a binding ottkr tbr energy, along vdth start-up and no-load t~es, if 'any, tbr the next 
seven days or part thereof, for any generation resDurce v.ith minimum notification or start-up 
requirement greater lhan 24 hours. 
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(g) Each ottkr h ) a  Market Seller ofa  (icneratkm Capacity Resource shall remain in 
effect for subsequent ()perating Days until superseded or canceled. 

(h) Tile O l lke  of the Intercunnection shall IX)St on tile P.IM Open Access 
Same-time Intbrnlation .System the total hourly loads scheduled in the I)ay-ahead Imergy' Market. as 
',',ell as. its estimate of the combined hourly load of the Market t:luvers lbr the next four days. and peak 
load forecasts tbr an addit ional three days. 

(i) All Market Participants may submit Incrcmcnt Bids and/or Decrement Bids that 
apply' to the l)ay-ahead Energy Market only. Such bids must comply 'a, ith the requirements set fDrth in 
the PJM Manuals and must spccil~, amount, location and price, if an}. at ~,,hich the Market Participant 
desires to purchase or sell energy' in the Day-ahead Iincrgy Market. l h e  Office of  the Interconnection 
may require that a market participant shall not submit in excess of 3000 bid."ofl~r segments in the 
Day-ahead l!nergy Market. when the Ofl~cc of  tile lntcrconnection determines that st,oh limit is 
required to avoid or mitigate significant system perfom3ance problems related to bid'ofl;er 
volun3e. Notice of the need to impose such limit shall he provided prior to 10:00 a.m. l i P l  on the 
day' that the l)ay-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. 

(i) A Market Seller that v, ishcs to make a resource a',ailablc to sell Spinning 
I;',eser',e shall submit an oll"er thr Spinning Rescr',e that shall specif,, the mega'aatt of Spinning 
Reser', e being offered, the price of the ol'ler in dollars per mcga\~,at( hour. and such other information 
specified b,, the ()fl'icc of the Interconneetion as may he neccssar,,, to e',aluate the offer and the 
energ,, used by the resource to pro',ide tile Spinning Reserve and the rcsource's unit specific 
opi'x~rtunity costs, l 'hc price of the offer shall not exceed the ,,ariable operating and mahltcnance 
costs for pro,,iding Spinning Reser',e plus sc,,cn dolku's and fifty cents. 

(k) Market Sellers ox,,ning or controlling tile output of a Demand Resource 
that v, as self--st,pplied or Dfl;~rcd and cleared in the Base Residual ,.\uction or Dnu of the 
Incremental Auctions. or ox~,ning or contrDllmg the output of  an I [R  resource '>.hich was 
certified as specified m Attachment Y of  the PJM la r i f f  ma', st,bruit demand reducti*m bids lbr 
the axailable load reduction capabiliLv of  the l)emand Resource or II.R resource. The 
submission of  dcmarld reduction bids for resource increments that have not cleared in the Base 
Res idua l  Auc t io l l  or  in ,one o f  the Inc remen ta l  Auc t ions .  or  lo r  II .R r e sources  that ,,,,ere not 

certified, shall be optional, but any such bids must contain the inlbrmation specified m the PJM 
l{conomic l.oad Reslxmsc Program to be inch, ded in such bids. A Demand Resource that was 
self--supplied or offered and cleared in a Base Rcsidt, al At, etion or an Incremental At, orion ,'nay 
submit a demand reduction bid in the Day-ahead Energy Market as specified in the l 'conomic 
l.oad Response Program. p,'ovided ho',,,ever, that m the event of  an Emergency'. PJM shall 
require Demand Resot, rces and II.R resources to reduce load notwithstanding that the Zonal 
I.MP at the time such Emergenc v is declared is below the price identified in the demand 
redt,ction bid. 
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1.10.2 I'ool-seheduled Resources. 

I'ool-seheduled resources are those resources for ',,dlich Market Parlicipants submitted 
offers to sell criers.,, in the l)ay-ahead t!nergy Market and ',,.hich the Office of  tile lnterconnection 
scheduled in the l)ay-ahead [ 'nergy Market as ,,,,ell as generators committed b} the Office of  the 
Interconnection subsequent ID the l)a',-ahead Energ.', Market. Such resources shall be committed to 
provide energ.', in tile real-time dispatch unless tile schedules tbr such units are re',ised pursuant to 
Sections 1.10.9 or I . I I .  Pool-scheduled resources shall be go',erned by the tbllov, ing principles and 

procedures. 

(a) Pool-scheduled resources shall be selected b', the Office of  the Intereonnection 
on the basis of  tile pricey offered tbr energ.', and related ser', ices. start-up, no-load and cancellation t;,:es. 
and the specitied operating characteristics, ofl;ared b 5 Market Sellers to tile Office of  the hlterconneetion 
b> the offer deadline speeilied in Section I. I 0. I A. 

(b) A resource that is scheduled by a Market Participant to supporl a bilateral sale. 
or that is self-scheduled b 5 a (ieneratmg Market Buyer. shall not be selected b) the Ottice of  tile 
Interconnection its a pool-scheduled resource except in an l!mergenc}. 

(c) Market Sellers oflixing encrg)  li'om h,,dropo;~er or other facilities v.ith tilel or 
en,. ironmental limitations ma.', submit data to tile ()llice ot'tbe Intereonnection that is sutt'icient to 
enable tile Office of the Interconnection to determine the a'.ailable operating hours ot'stlch tacilities. 

(d) l h e  Market Seller of  a resource selected as a pool-scheduled resource shall 
receive pa}l'llents ,.w credits tbr energ.,, or related sersices, or for start-up and no-load t;2es, frolrt the 
Office of  the Intereonnection on behalf of the Market llusers in accordance ',,.ith Section 3 of  this 
Schedule I. Ahernali,,el',. tile Market Seller shall recei',e, m lieu of  start-up and no-load li:es, its actual 
costs incurred, i f  all,., up to il cap oftbe resouree's start-Lip cost. if  the ()t]ice of  the 
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]nterconnection cancels its selection of  the resource as a pool-scheduled resource and so llOtil]CS the 

Market Seller belbre the resource is synchronized. 

(e) Market Participants shall make a~ailable their p~x)l-scheduled resources to the 
Office of  the IntercDnnection for coordinated operation to suppl} the Ol~rating Reserves needs of  the 
applicable ('ontrol Zone. 

1.10.3 Self-scheduled Resources. 

Self-scheduled resources shall be governed b) the f~llo~ing principles and procedures. 

(a) Each (.ienerating Market BLL',er shall use all reasonable efforts, consistent ',,.ith 
Good Utilit.', Practice. not to self-schedule resources in excess o fi ts  Equi',alent I,oad. 

(b) ' lhe ol'lk+rcd prices of  resources that are self-scheduled+ or ¢+tberv, ise not 
i'bllov, ing tile dispatch orders of the Office of the Interconnection. shall not be considered b', the ()t't'ice 
of the Interconnection in deten'nining I.ocational Marginal Prices. 

(c) Market Participants shall make a,,ailable their self-scheduled resources to the 
Office of  the lntcrconncction Ibr coordinated operation to suppl 5 tile Operating Rescr',es needs of  tile 
applicable ('ontrol Zone. b.', submitting an otti:r as to such resources. 

(d) .,\ Market Participant sell-scheduling a resource in the I)a',-ahead }!nerg} 
Market that does not deli,.er the encrg} in the Real-time Energy Market. shall replace the criers', tlot 
deli,,ered ~,sith energ', from the Real-time liners.,. Market and shall pa.,. tbr such enc rg )a t  the applicable 
Real-time Price. 

i .10.4 Capac i~ '  Resources. 

(a) A Generation Capacit,. Resource that is selected as a pool-scheduled resource 
shall be made a', ailable for scheduling and dispatch at tile direction of  tile Office of the Interconnection. 
Such a (iencn:tion ('apacit,, Resource that does not deliver cnerg 5 as scheduled shall be deemed to have 
experienced a Generator Forced ()utage to the extent ol 'such energ', not deli,.ered. ,,\ Market Participant 
ofl~'ring such (ieneration Capacit)  Resource in the Da.,,-ahead Energy Market shall replace the cncrg) 
not deli,,ered with energ.', from the Real-time liners> Market and sball pa> [br such cncrg', at tile 
applicable Real-time Price. 

(b) I-nerg) from a Generation Capacit.', Resource that has not been scheduled in tile 
Day-ahead Energy Market may be sold on a bilateral basis b', the Market Seller, ma', b,,; se l f  scheduled. 
or may be offizred for dispatch during the Operating Day in accordance vdth the procedures specified in 
this Schedule. Such a Generation Capacity Resource that has not been scheduled in the Da.,,-ahcad 
Energy Market and that has been sold on a bilateral basis must be made a',ailable upon request to the 
Office of  the Interconnection lbr scheduling and dispatch during tile Operating l)a.', if the Office of  the 
lnterconnection declares a Maximum Generation Emergent.',. Any such resource so scheduled and 
dispatched shall recei', e the applicable Real-time Price tbr energy deli',ered. 
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(c) A Generation (.'apacit,, Resource that has been self-scheduled shall not recei',e 
pay ments or credits tot start-up or no-load fees. 

1.10.5 External Re.~ources. 

(a) r-xtemal Resourccs ma.~ submit offers to the PJM Interchange liners.,, Market. 
in accordance v, ith the day-ahead and real-time scheduling processes specified abo,.e. An [-ixtema[ 
Resource selected as a rx~ol-scheduled resource shall be made a',ailable for scheduling and dispatch at 
the direction o f  the Office o f  the Inturconnection, and except as specified belov, shall be compensated on 
the same basis as other p~x~l-schedulcd resources, t:xlcrnal Resources that arc not capable o f d s n a m i c  
dispatch shall, if selected by the Office of  the Interconnection on the basis of  the Market Seller's Ofl'er 
Data, be block loaded on an hourly scheduled basis. Market Sellers shall ofl~:r J!xtcmal Rest.tortes to the 
PJM Interchange l!nerg', Market on either a resource-specific or an aggregated resource basis. ..\ 
Market Participant v, hDse pool-scheduled resource does not deli;er the energy scheduled in the Da',- 
ahead Energy Market shall replace such energ 5 not delivered as scheduled in the Da',-ahead l'nerg} 
Market v, ith energy from the PJM Real-time I!nerg,. Market and shall pa} for such energy at the 
applicable Real-time Price. 

(b) ()tt~:rs ft." External Resources from an aggregation of  t',,.~ or m,..'c generating 
units shall so indicate, and shall s['v,:cit~,, in accordance ',,,ida the ()ffer Data requirements specified h,, the 
()filet of  the Interconnection: (i) energ,, price~,: (if) hour~, of  encrg> a',ailabilib: (iii) a minimum 
dispatch le,,eh (i,,) a maximum dispatch le',c[: and ( ;)  unless such intbmlation has pre,,iousl 5 been 
made available to the Office of  the Inlurconncction. sufficient inlbmaation, as specified in the PJM 
Manuals. to enable the Office o f  the hlterc...mnccti~,+tl to model the llov. into the IUM P, egion o f  an7 
cnerg} th.~m the l¢×tcrnal Resources scheduled m accordance v, ith the Offer l)ata. It" a Market Seller 
subrnhs more than one oiler on an aggrc+ated resource basis, the ,.,.ithdra,.',al of  an> such ott'cr shall be 
deemed a v, ithdra,.,.al o f  all higher priced ott~:rs for the same period. 

(c) ()ll~rs Ibr Iixternal Resources on a resource-Sl~cific basis shall specit~, the 
resource being offered, along ++ ith the intbmlation sp~cilicd in the Offer Data as applicable. 

1.10.6 External :Market Buyers. 

(a) I)cli,.eries to an lk temal  Market Bu.',er not subject to d.,.namic dispatch b} the 
()fl]ce of  the Interconnection shah be delivered on a bkxzk loaded bash, to the load bLis or buses ;.it the 
electrical boundaries of tbe  PJM Region. or in such area with respect to an I5.xtemal Market Bu}er's load 
','dthin such area not ser,.ed b? Nel',,,Drk Service. at v, hich the energy is deli',ered to or lbr the External 
Market Buyer. External Market Bu,,ers shall be charged or credited at either the Day-ahead Prices or 
Real-time Prices, ,,,,hichever is applicable, tbr energy at the fi~regoing load bus or buses. 

(b) An External Market Bu}er's hourly schedules fi',r energy purchased from the 
PJM Interchange Energ,, Market shall conform to the ramping and other applicable requirements of  the 
intereonnection agreement betv, een the PJM Region and the Control Area to which. ',~,hether as an 
intermediate or linal p~fint o f  deli~uD, the purchased energ} ~ i l l  initially be deli',ered. 
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output or'pool-scheduled resource increments as necessary : (a) to maintain reliability+ and SUI~i¢Ct to that 
constraint, to minimize the cost of  supplying the energy+ reser',es, and other ser,,ices required by tile 
Market Buyers and tile operation of the IUM Region: (hi to balance load and generation, mahltain 
scheduled tic tim',s, and prmide fi'equency supra.~rt ~ithin the I'JM Region: and (c)to mininlize 
unscheduled interchange not frequency" related bet~ een tile P.IM Region and other ('or, lrDI Areas. 

I . I I .2  Operat ing Ha~;i~. 

In carry ing ()tit the tbregoing ob.icctives, the ()t]h:e of the IntcrcDnnection shall conduct 
the operation of the P.IM Region in accordance xx ith tile PJM Manuals. and stroll: (i) utilize a',ailablc 
generating rescr.,es and obtain required replacements: and (ii) monitor tile a,,ailability of adequate 
reserves. 

I . I  1.3 Pool-di~+palehed Res.urces. 

(a) 'Fhc Oit'ice Dfthe Imer+tmnection shall imr, lement the dispatch c+t'energ 5 from 
ix~ol-scheduled resources x,,ith limited energy by direct request. In inlplementing mandator,, or 
economic use o [  limited energy resc, urccs, the Ott]ce of the Interconnection shall use its t~st el't~+rts Io 
select the most economic hours of operation Ibr limited energy resources+ in order to nlakc optimal LISC 
of such resources consistent ",,,ith tile d 3 namic Ioad-folh+,,~,ing requirenlents ol +the P.IM Region and the 
a',ailability or'other resources to the ()lt~ce or'the Intcrconnecthm. 

(by The ()t/~ce of the Interconnection shall hnplctncnt the dispatch of energy from 
othm" pt+ol-dispat~:hed resource increments, inchlding generation m~:renlents lh+m ('apacity Resources 
the remaining increments Df'+,,hich are se l f  scheduled, by sending appropriate signals and instructhms to 
tile entity' controlling such resources+ in accordance ~,.ith the P.IM Manuals. IGacb Market %eller shall 
cnsuru that the entity controlling a Ix~ol-dispatciled resoLlrcc ot't;.:rcd or made a,,ailable b', that Market 
Seller complies '+'.Jill the energy dispatch signals and instructions transmitted b+'. the ()/]ice of the 
Itltercollllect iorl. 

I . i l . 3A  Maximum (,enerati ,n Emerge.ey.  

If the ()l'ficc of the Interctmn¢ction declares a Maximum (ieneration Iimergcncy. all 
deli,,cries to load that is ser,,ed by' Point-to-Plaint l'ransmission See, ice outside tile IUM Region ttOlll 
(iencration (.'apacit} Resources may be interrupted in ordcr tt+ ser',c h,ad in tile P,IM Region. 

i .!  1.4 Reglalation. 

(a) A Market Buyer ma> satisfy its Regulation Obligation from its ov, n resuurccs 
capable of pertbrming Regulation scr',ice, by cDntractual arrangements with other Market Particir)ants 
able tD pro',ide Regulation ser,,ice, or by purchases from the IUM Interchange EnerGy' /Vlarkct at the 
rates set l+urth m Y, ectiDn 3.2.2. 

(by 'lhe ()ffice of the Intcrconnection shall obtain Regulation ser',ice l~'om the 
least-CDSt alternatives a+,ailablc from either puol-schedulcd or self--scheduled rcsDurces as needed to 
meet Regulation Zone requirements not other'*ise satisfied by the Market Bu.',ers. Resources offering 
to sell Regulation shall he selected to provide RegulatiDn on the 
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4. RATE TABI ,E  

4.1 Offered Price Rates. 

Sl'xlt Market Energy. Regulation, Operating Reser'.c. and lransnlission Congestion are based on 
offers to tile Office of'the hlterconneetion specilied in this Agreement. 

4.2 "rransmission Losses. 

A',erage loss factors shall be as specified in tile PJM Tariff. 

4.3 Emergency Ener~" Purchases. 

The pricing tbr limergenc.,, energ> purchases v, ill be detennined b,, the ()ffice of  the 
Interconncction and: {a) an ac[jacent Control Area. in accordance ~ ilh an agreement bct~een tile Olt'ice 
of  the Interconnection and such adjacent Control Area. or (b) a Member. in accordance ,aith 
arrangements made b.~ the ()ltice of  Interconnection to purchase cncrg', ol'l~red b~ such Mcnlbcr from 
resources that are tlot ( 'apacit> ['~,esources. 

5. C A L C U I . A T I O N  ()F T R A N S M I S S I O N  C O N G E S T I O N  C H A R ( ; E S  AND C R E D I T S  

5.1 l"ransmissitm Congestion Charge Calculation. 

5.1.1 Calculati tm b v ()ffice of the Inlereonnection. 

~, l ien tile transmission s.~ stenl is operating under constrained conditions, or as ncccssar> 
to pro',ide third-pata> transmission pro,.ider losses in accordance ~ ith Section 9.3. the Office ot + tile 
Interconnectiot! shall calculate [ransmission Congestion Charges lor each Net++ork Service t 'ser,  the 
PJM Interchange I{nerg', Market. and each I ransmission Customer. 

5.1.2 General .  

l h e  basis tbr the Transmission Congestion ( 'hargcs shall be tile differences in the 
[.ocational Marginal Prices bet~,.ccn [rx~ints of  deli',er) and puints of receipt, as detemained in 
accordance v, ith Section 2 of  this Schedule. 

5.1.3 Net~ork Service t' .~r Calculati.n. 

I'ach Net,aork Service User shall be charged lbr the increased cost ofcnerg.,, incurred h', 
it during each constrained hour to deli',er tile output of  its tirm (icncration ( 'apacity Resources or other 
o',,'.ned or colltracted lor resources, its lim~ bilateral purchases, and its non-fiml biiatcnil purchases -as to 
which it has elected to pa', I ransmission Congestion Charges, l h e  l'ransmission Congestion Charge tbr 
deli,.eries frorn each such source shall be the Netv.ork Ser,,ice t. 'ser's hourly net bill less its hourly net 
PJM Interchange pa',rnents or sales as determined in accordance v, ith Section 3.2.1 or Sections 3.3 and 
3.3.1 of this Schedule. 
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7.4.3 Target AIh)eatiDn of Auction Revenue Right Credits. 

A target alh)cation of Auction Revenue Right Crcdits tbr cach cntit', holding an 
AuctiDn Re',enuc Right shall bc determined for each Auction Rc,,enu¢ Right. After each round of 
the annua[ Financial Transmission Right Auction. each Auction Revenue Right shall be di',idcd b', 
four and multiplied by the price differences for the receipt and dcli',c D points associated ~,,.ith the 
Auction Rc'.enu¢ Right, calculated ;is the [,ocational Marginal Price at the doll'.or,, points(s) minus 
the Locational Marginal Price at the receipt point(s). ~qlcre the price for the receipt and delivery 
point is determined b', the clearing prices of each round Dt'thc annual Financial rransmission Right 
auction, r hc  dail', total target allocation l\>r an entity holding the Auction Re',enue Rights shall be 
the sum of the dail', target all(x:ations associated ',,.ith all of the entit,, "s Auction Re',cnuc Rights. 

7.4.4 Calculation of Auction Revenue Right Credits. 

(at l.,ach da,,. the total of all the dail> target allocations dctcwnincd as specified 
above in ,Section 7.4.3 plus an? additional Auction Rc'.enue Rights target allocations applicable for 
that da,. shall hc compared to the total rc,,cnucs of  the monthl) I'inancial lransmission Rights 
auction (divided h~ the ntmlbcr o fda ) s  in the month) plus the total rc',cnucs of thc  annual Financial 
1 ransmission Rights aucti(m (divided h', tile number of da'.s in the planning pcriod). I f  the total of 
the target allocati(ms is less than the total auction re~.C/lkleS, the Auction Rc'.cnuc Right Credit f()r 
each cntit', holding an Auction Rcvcnuc Right shall bccqual to itstargct alk)catiorl. All remaining 
funds shall bc distributed as Excess Congestion Charges pursuant to Section 5.2.5+ 

(h) [l'the Iota] of+the target allocations is greater than the total auction rc,,enucs. 
each holder of Auction Re',enue Rights shall he assigned a share of the total auction rc~cnucs in 
proportion to its Auction Re', c)1u¢ Rights target allocations t\)r Auction Re'.enuc Riglus ','.hid~ ha',e a 
positive 'larger Allocation '.aluc. Auction Re;enue Rights 'Milch have a negative larger Allocation 
'.alue are assigned the full I argot Allocation '.alue as a negati'.e Auction l,)~e~.cnue Right Credit. 

7.5 Simultaneous Feasibili~'. 

]'he O|'[]cc of  the IntcrcDnncction shall make the shllultancous fcasibilh> dctcmfinations 
spccified herein using appropriatc po~;erllov, models of conthlgenc~-constrained dispatch. Such 
dctcrrnhlations shall take i l l lO a~dCOl.llll outages of  boil') indi',idual generation traits and transmissk)l) 
lacilities and shall bc based on reasonable assumptions about the configuration and a,.ailability of  
transmission capabilit,, during the period covered by the auction that arc not inconsistent gith the 
dcten'nination of  the deli'.erability of  Generation Capacity Resources under the Reliability Assurance 
Agreement. The goal of the simultaneous feasibility determination shall be to ensure that there arc 
sufficicnt revenues from l'ransmission Congestion Charges to satisf,, all financial l'ransmission 
Rights obligations lor the auction period under expected conditions and to ensure that there arc 
sufficient revenues from the annual Financial "['ransmission Right Auction to satis~' all Auction 
Revenue Rights obligations. 
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REGISTRATION 

P a r t i c i p a n t s  m u s t  coml}h~te the  P,JM E m e r g e n c y  Load Response  P r o g r a m  
R e g i s t r a t m n  l,'orm t h a t  is  pos t ed  on the  P J M  web s i te  (www.pjm.com).  The  

fol lowing g e n e r a l  s t eps  wil l  be followed: 
I. l h e  participant completes the PJM I'mergency I.oad Response I)rograrn registration Ibrm 

located on the PJM ~eb site. 
PJM relieves the application and ensures that the qualifications are ntct. including 

~ erit}, ins that the appropriate metering exists. PJM also confirms ~ ith the appropriate 
I.SE and I!D(" ~hether the load reduction is under other contractual obligations. 

Other such obligations may not preclude participation in the progratn, but ma', 

require special consideration b', PJM such that appropriate settlements are made 

~ithin the confines of the existing contract, lhe ['I)C and l.Sl.! ha~e ten (10) 

business day s to respond or PJM assumes acceptance. 
2. P.IM inlbrnts the requesting participant of acceptance into the program and nolil]cs the 

appropriate I.SI- and El)( '  of the participant's acceptance into the program. 
Anx end-use customer intending to run distrihuled generating units in support of local load 

tbr the purpose of" participating in this program must represent in ~sriting to PJ\I that it 
holds all applicable cn~ironntental and use permits lbr running those generators. 

( 'ontinuing participation in this program ~ill  be deemed as a continuing representation by 

the m~ner that each time its distributed generating unit is run in accordance ~sith this 

program, it ix being run in compliance v, ith all applicable permits, including an', 

emissions, run-time limit or other constraint on phmt operations that may be imposed b', 

such permits. 

EMERGENCY OPERATIONS 

PJM ,.,.ill initiate the request tbr load reduction tbllov, ing the declaration of Maximum 
Emergent ' ,  Generation and prior to the implementation of IgR Nteps I attd 2. 

(Implementation of the Emergency l.oad Response Program can be used for regional 
emergencies.) [1 ix implemented ,ahencver generation is needed that ix greater than the 

highest economic incremental cost. PJM posts the request for load reduction on the PJM v, eb 
site, on the Emergent' ,  Conditions page. and on el)ata, and issues a burst email to the 

I-imergency l.oad Response majordomo. A separate All-Call message is also issued. 

Operational procedures are described in detail in the PJM ManualfiJr Emerge.or 
Operation.s. 
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VERIFICATION 

IUM requires that the load reduction meter data be submitted to PJM v, ithin 60 days o f  the 

e',ent. If the data are not recei',ed ',,.ithin 60 days. no payment for participation is pro', ided. 

Meter data must be pro',ided for the hour prior to the e,,ent, as well as every hour during the 

event. 
lhese data files are to be communicated to PJM either ',ia tile I.oad Response Program ',~.eb 

site or email. Iqles that are cmailed must be in the PJM-appt'o',ed file |ormat.  Meter data '~,.ill 

be forwarded to the III)C and l.SE upem receipt, and these parties ,aill then ha',e ten (10) 

business day s to pro' , idc feedback to IUM. All load reduction data are subject to PJM Market 

Monitoring Unit audit. 

MARKET SETTLEMENTS 
Payment tbr reducing load is based on the actual k%'h relief prox ided plus the adjustment [br 

losses. 'l+hc nmfimunl duration ot+a load reduction request is tv, o hours. ' lbe magnitude of  

relief provided could be less than, equal to. or greater than the k~" amount declared on the 

l~nlergenc.', I.oad Response Progri:ul+i Registration t',.~rnl. 
PJM pays tile higher of  the applicable kocatkmal Marginal Price ( I ,MP)or  $500 ;M\ \h  to the 

PJM Member that nominates tile load. Payment v. ill he equal to the measured reduction 

(either measured output of backup generatiun or the difference bet~een tile measured load 

the hour bclbre the reduction and each hour during the reduction) adjusted for loses times the 

higher of  the applicable L.ocational Marginal Price (I.MP) otllerv, isc in use for settlement ~+t" 

the gi,,en load or SY00'M\Vh. 
During emergency conditions, costs for emergency purchases in excess of  I+MP are allocated 

among PJM Market Buyers in proportion to their increase in net purchases fcom the PJM 

energy market during the hour in the real time market compared to the day-ahead market. 
C,ansistent ,a, ith this pricing methodology,  all charges under this program are alh+cat,,:d 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 hlterruptible l.oad tbr Reliability 

(lI.R) Customer may participate in the Load Response program during II.R e,,ents as long as 

the customer's I[.R contract explicitly excludes pa,,ment or credit for energy not consunled 

during II.R events. If the 1.541- that submitted the customer tbr II.R credit indicates that the 

customer is not eligible tor sirnultaneous credit under the l.oad Response progranl and iI.R is 

called for concurrent "¢dth the Load Response program, then pa>ments ,aill be made to the 

customer according to the I.oad Reslxmse program onl 5 fur the time during v, hich II+R 

obligations ,,,,ere not in effect. Any response in excess of  the contracted II.R amount will be 
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V 

INTROOUCTmN 

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. 

E c o n o m i c  Load Response  Program - Real  T i m e  

This option will provide a mechanism by which any qualified Load Serving Entity 
CLSE") 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. 

E c o n o m i c  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 $175 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. 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. 

RB :M FING 

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 3 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 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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SCHEI)I.!I,E 5 

P.IM DISPLiTE RESOI,UTION I 'RO( 'EI )URES 

I. DEFINITIONS 

1.1 Alternate Dispute ResDlution C o m m i t t e e .  

"Alternate l)isputc Resolution Committee" >,hall mean the ('ornmittcc e~,tablished pursuant to 
Section 5 o f  this Schedule. 

1.2 .MAA(" Dispute Resolution ( 'ommittee.  

"'MAAC r)isputc Resolutkm Committee'" shall mean the committee established b.'. the Mid- 
Atlantic Area ('ouncil to administer its industry-specific mechanism tbr rcsoh, in~ certain t)pes of 
,.,,holes,ale elcctricit> disputes. 

1.3 Related PJM Agreements. 

"'Related PJM Agreements'" shall mean this Agreement. the East lransmission (h,.ners 
Agreement. and the Reliability Assurance Agreement. the West lransmisskm (h,.ncrs Agreement. and 
the South I ransmission ()'.~ncr Agreement. 

V 

2. PI;RI'ONEN AND OB.IECTIVES 

2.1 Common and  Uniform Procedures. 

The PJM [)isputc Resolution Procedures arc intended to cstablisla common and unift~rm 
procedures for rcsol,.ing disputes ari~,ing under the Related PJM Agreements. 1o the extent an) of the 
ibrc~.oing agreements or the PJM 'lariff contain dispute resolution prD,.isions cxprcssl> applicable to 
disputes arising thereunder, ho,,~e'.cr, this Agreement shall not supplant such pro,.isions, ,.,.hich shall 
apply according to their tcn'ns. 

2.2 Interpretation. 

To the extent permitted b', applicable Jay,. the PJM Dispute Resolution Procedures arc to be 
interpreted to cfl;cctuatc the o[2jccti'.c'~ set lbrth in Section 2.1. To the extent permitted b) ther,c P.I,M 
Dispute Rcsolution Procedures. tile Alternate Dispute Resolution Committee shall coordinate vdth the 
established dispute resolution committee of an Applicable Regional Rcliabilit', Council. v.hcrc 
appropriatc, ira order It) conscr',c administrative resources and to a',oid duplication Dfdisputc resolution 
staffing. 
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I)EIJ'X;ATION OF PJM REGION RELIABILITY RESPONSIBILITIES 

I. DELEGATION 

The lbllo',,,ing responsibilities shall be delegated to the Oltice of the Interconnection by die 
parties to the Reliabilit) Assurance Agreement. 

2. NEW PARTIES 

\~,ith regard to the addition. ~sithdrav.al or remosal o f  a part.,, to the ReliabiliL'. Assurance 
Agreement. the (}fl]ce of  the lntercDnnectiDn shall: 

(a) Recci,.e and e'.aluate the inlbrmation submitted b,. entities that plan to ser,,e loads 
v, ithin the PJM Region+ including entities v, hose participation in the Agl'eenlent '.,,ill expand the 
boundaries of  the PJM Region+ such e'.uluation to be conducted in accordance v.ith the requirements of  
the Reliabilit'. Assurance Agreement: and 

(b) ['valuate the effects o f  the ,,,.ithdra'Aal or remo'.al Df a part.s frorll the Reliabilit} 
AssLn'ance Agreement. 

3. I M I ' L E M E N T A T I O N  OF RI'21,1ABII,ITY ASSURANCE A G R E E M E N T  

With regard to the implementation o['the pro~.i~ions of  the Reliabilit) ,,\ssurance Agreement. the 
Office of  the Intcrconnection shall: 

(a) Receb, e all required data and fbrecasts from the parties to the Reliabili b Assurance 
Agreement and other o; ~. ners or pro'. i ders o f('apacit.'. Resources: 

(b) Pcrfonn all calculations and analbses necessa D to detennine the forecast Pool 
Requirement and the capacit.~ obligations italy}sod under the Reliabilit} Assurance Agreement. 
including periodic re; iev, s o f  the capacit) benefit margin tbr consistent> v, ith the Reliabilit} Principles 
and Standard~, as the [bregoing terms are detincd in the Reliability Assurance Agreement: 

(c) Monitor the compliance of  each part,, to the Reliabilit~ Assurance Agreement v.ith it ~, 
obligations under the Rcliabilit> Assurance Agreement: 

{d) Keep cost records, and bill and collect an) costs or charges due from the parties to the 
Reliabilit) Assurance Agreement and distribute those char~es in accordance ~,,,ith the terms of the 
Reliability Assurance Agreement: 

{e) Assist'o, ith the de,,elopment Df rules and pn}cedures tbr determining and demonstrating 
the capabili b of Capacit}' Resources: 

(t) Establish the capabilil', and deli,,erability of Capacity Resources consistent v, ith the 
requirements ot'the Reliabilit) Assurance Agreement: 

(g) Collect and maintain generator a,.ailabilit2, data: 
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(hi I'crtbnn all) other lbrecasts, studies or anal>sos required to administer the Reliability 
Assurance Agreement: 

(i) CDordinatc maintcnancc schedules for generation rcsourccs opcratcd as part of the I)JM 
Region: 

0) I)ctemfinc and declare that an Emergent> exists or has ceased to exist in all or any part 
of the PJM Region or announce that an blmcrgenc> exists or ceases to exist in a Control Area 
interconnected ',~.ith the I'JM Region: 

(k) Enter into agreements lbr (i) the transt;.:r ofenerg 5 in Emergencies in tile P,IM Region or 
in a Control Area interconnected v, ith the t)JM Region and (ii) mutual sup[x)rt in such l.imcrgencics ,.sith 
other Control Areas interconnected v.ith the I'JM Region; and 

(I) Coordinate tile curtaihncnt or shedding of load. or other me~isurcs appropriate to 
alle', iate an tmlcrgcnc>, to prcserxc reliability in accordance with t'[!RC. NH,I(" or Applicablc Regional 
Rcliability Council principles, guidclincs, standards and requirements and the I)JM Manuals, and to 
ensure the operation of the I)JMRegion in accordance v, ith (.;ood L:tilit> l'racticc. 
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1.4A Authorized Commission. 

"'Authorized Comrnis~,ion'" shall mean (i) a State public utility comnlJssion '~.ithin the 
~eographic limits o f  the PJM Region that regulates tile distribution or supply o f  electricity to retail 
customers and is legall.', charged v, ith monitoring the operation of'.;holesale or retail markets set',, ing 
retail suppliers or customers v.ithin its State or (i i) an association or organization comprised 
exclusively o f  State public uti l i ty commissions described in the immediately preceding clause (iL 

1.4B Authorized Person. 

"Authorized Person" shall mean a person ~ho has executed a Non-Disclosure Agreement. 
and is authorized in v, ritin~ by an Authorized Cornnlission to receive and discuss cDnlidential 
information. Authorized Persons ma,. include attorne)s representin~ an Authorized Commission. 
consultants and/or contractors directl) emplo.~ed b', an Authorized Commission. provided hov, e' ,er 
that consultants or contractors ma} not initiate requests for confidential information frorn tile Oftiee 
of  the Interconnection or the PJM Market Monitor. 

1.5 Board Mem leer. 

"'Board Member'" shall mean a member o f  the I'JM Board. 

1.5A Applicable Regional Reliabili~," Council. 

"'Applicable Regional Reliabilit) ('OLalcil'" stroll mean the reliabilit) council t(~l" the region ill 
~'. hich a Member operates. 

1.5B Behind The Meter Generation. 

"'l~ehind l 'he Meter Generation" ret;zrs to one or me, re generating units that arc located v.ith load 
at a single electrical location such that no transmission or distribution thcilities or. ned or operated b) aid 
I ransmission ()~,,.ner or Electric I)istributor are used to deli;er energ) from tile generating unitlsl to tile 
load; pm',ided, ho,.ve',er, that Behind lhe Meter Generation does not include (i) at atL', time, an> portion 
ot'~uch generating unit[s]" capacity that is designated as a Gcn~.'ratiotl ( 'apacit) Resource. or (ii) in an,. I 
hour. an 3 portion of  the output or'tile generating unitisI that is sold to another entit.,, for consllmpl]oll at 
another electrical locatic, n or into the PJM Interchange linerg) Market. 
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1.6 CapaciD' Resource. 

"Capacity Resource'" shall mem~Hhe ,e l  ~:apa,.:i+v-l~'~m ~-~1---o~'-o.Httfit~ted--14-H:-~o~nt2fa|io~ 
ga~4~ities.Ml~M':¥,hich t i) are aee~'edit~h~va l ~ad ~-~:vin~-I ;ntit v pue,~+R--t~ 0te l~oc~--4t+res--set l~,rth ha~ c 
the meaning pro,, ided in the Reliabilit) Assurance Agreement. or pur-a~*nt t~* the pr~eedm'es '-,el t;anh ill 
tile Rt4i+g~ili'~y :\-,sura~-e-,-~Feeme~tt-South-wad-i-ii ) are ~.'.mmm~x] t~ "+alb, l~'v~{-4-,-ud V, ervin.,..L~;+~4.~ 
t~btig~.ttions-umter the t~,diabilit~ ,S~H'tmce Aereement ~.td thi-, .=\green~'nt or the Reliability A..sm'a~e 

1.7 Control  Area. 

"(_'ontrol Area" shall nlcan an dcctric pm~cr s)stem or combination o f  electric [ x ~ e r  y.,)stelns 
tx~unded by interconncction metering and tdemct  D to ~hich a colnnlon automatic generation control 
scheme is applied in order to: 

(a) match the [x~;~,er output of  the generators ~ ithin the electric [x~wr s) stem(s) and ener D 
purcMsed from entities outside the electric [x~wcr s)stem(s). ~ith the load within the electric p m w r  
s', stcmCs): 

(b) maintain scheduled interchange ~fith other C'ontrol Areas. ~ithin the limits of  Good 
Utility Practice: 

(el maintain tile frequent? of  the electric pov, cr s}stcm(s) ~ithin reasonable limits in 
accordance with Good [;tilit) Practice and the criteria of  NIiR(_' and tile applicable regional reliability 
council of  NI'LR(?: 

(d) maintain IX~'.'.cr tlo,>,s on transmission ficilitics v.ithin appropriate limits to preserve 
reliabilit,. : and 

(c) pro,.ide sufficient generating capacity to maintain op,:rating rcscr',es m accordance ,,,,ith 
Good k:tilit) Practice. 

1.7.01 Control Zone. 

"'('Dntrol /one '"  shall mean an) of  the I-C,\R Control /one(s) .  MAA(T Control Zone. or MAIN 
Control /onc(s) .  or the VACA R ( ' o n t r d / o r , ¢ .  

1.7.02 Default AIIDcation Assessment. 

-Detault Allocation Assessment'" shall mean the assessment determined pursuant to section 
15.2.2 oFthis Agreement. 

~7-_. 93__ Denumd_ R e ~  

"l)cmand I{cSotlrcc- shall ha~c the reclining prm ided in the P, di:lbilit) .\~surancc .\grcemcnt. 

1.7A Fast Transmission O~ner.  

"East Transmission O~ncr '" shall mean a l ransmission O~u~cr that has executed the East 
'l ransmission ()~ncrs" Agreement. 

1.7B East Transmission Owners Agreement. 

"Last l 'ransmission (h~ne~" Agreement" shall mean that certain agreement, dated Junc 2. 1997 
and as amended from time to time. by and among lransmission Ov, ncrs in the PJM (.bntrDI Area 

provid ing  ti)r an open-access tnmsmission tariff in the MAAC Control Zone. and for other purposes. 
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V 1.7C ECAR.  

"'ECAR'" shall mean tile reliabilit.', council under section 202 of  the Federal l 'o~cr  Act, 
established pursuant to the I ' ( 'AR Coordination Agreement dated June 1, 1968. or any successor thereto. 
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1.9 Effective Date. 

"'l{fl'ecti,.e I)ate'" shall mean August I. 1997. or such later date that F}]~,( ' pennits this 
Agreement to go into cffi:ct. 

1.10 Emergency. 

"r-mergency'" shall mean: (i) an abnonna] s.,.stcm condition requiring manual or automatic 
action t,,) maintain S)SIClI1 frequent,,, or to prc'.ent loss ot" tirm load, equipment damage, or tripping of  
s) stern elements that could advcrsel? afl;:ct tile rcliabilit> of  an electric s)stcm or tile sat'ct> of  persons 
or properb;  or 0il  a fuel shortage requiring depallurc t?om normal operating procedures in order to 
minimize the use of  such scarce fuel: or (fib a condition dial requires implemcntatic, n oF emergent> 
procedures as defined in the PJM Manuals. 

1.11 End-l ise  Customer .  

"'t!nd-[!se (ustonlcr '"  shall mean a Member that is a retail end-user of clectricit> ,.,.ithm the P.IM 
Region. 

1.12 FERC.  

-FER("" shall mean the Federal I':nerg> Rcgulato% ( 'ommission or an) successor ii:deral 
agency, commission or deparhncnt exercising jurisdiction o,.cr this Agreement. 

!.13 Finance C .mmi t t ce .  

"'Finance (. ommittcc'" shall mean the bod) tbrmcd pursuant to Scctit~n 7.5. I of  this Agreement. 

1.14 Genera t ion  Owner .  

"'(.iencration ()uncr'" shall mean a Member that o',~ns or leases '.~.ith rights equivalent to 
o~.nership thcilitics tbr tile ~cncration of  electric encrg) that arc located '.~.ithin the PJM Region. 
Purchasing all or a D~rlion ot" the Okltput of a generation lhcilit.,, shall not bc sutticicnt to qualil~ a 
menlher as a (iencration ( h~ her. 

...... ! . !4A (~e~!eritlinn (,ap!Icity lle.~.q!r~.(..:. 

"'(,icncralion ( apa~:iD Resource- -,hall ha,.c the m~.'aning pro,.id~:d in fllc I~.cliabilil'. \ s surancc  
Xgrccmcm. 

i .15 Good Ulili~" Practice. 

"Good [;till b '  Practice" shall mean an)' of  the practices, metht~ds and acts engaged in or 
approved by a significant D~rlion of  the electric utility industry during tile relevant time period, or any of  
tile practices, methods and acts which, in the exercise of  reasonable judgment in light of  the lhcts kno'~,.n 
at tile time the decision ','.as made, could ha',e been expected to accomplish the desired result at a 
reasonable cost consistent ~'.ith good business practices, reliability, sati:ty and expedition. Good };tilit) 
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 generaII) accepted in the 
region. 

1.16 Information Request. 

"'lnlbrmation I,lequest" shall mean a '.,,ritten request, in accordance with tilt terms ot 'this 
Agreement for disclosure of  confidential inlbrmation pursuant to Section I g. 17.4 o f  this Agreement. 

I., 17A_..J.ntcrrupliblL' I,(!aJ_l___f9 [ Rel iabi l i t~  

"'hltclruptiblc I ~:ld tier P, cliahilit.~ "" , r  "'11 R'" ~,hall ha te  the nlcaning ';pccificd in Ihc 
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1.17 LLC.  

"'I.I.C'" shall mean PJM Intcrconncction, I..I..C.. a l)elau,~u'c limited liabilit) c o m p a n ) .  

V 
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1.18 I.oad ~ n ' i n g  Entity. 

"'I,oad Sen  ing Entity" shall mean an emit>, including a load aggregator or pm~er marketer. (I) 
serving end-users within the PJM Region, and (2) that has been granted the authority or has an 
obligation pursuant to state or local la~L regulation or franchise to sell electric energ? to end-users 
located ~ ithin the PJM Region, or the dub designated agent of  such an entity. 

1.19 I,oeational Marginal Price. 

"'l ocational Marginal Price" shall mean the houri> integrated market clearing marginal price tor 
energy at the kmation the energy is deli',ered or recei',cd, calculated as specilied in Section 2 of  
Schedule 1 of  this Agreement. 

1.20 MAA(?. 

"'MAAC'" shall mean the \lid-Atlantic Area Council. a reliability council under § 202 of the 
Federal Po~er Act established pursuant to the ,MAAC Agreement dated August I, 1994 or an,. 
s u c c e s s o r  thereto. 

1.20A MAA("  Control Zone. 

"'MAA(." Control Zone" shall mean the aggregate or'the I ransmission Facilities of Atlantic (.'it} 
Electric (_'ompanL Baltimore Gas and Electric ('ompalD. l)elmar~a Po~er and l.ight ('ompan.L Jerse.~ 
Central I'o~er and I.ight Company, Metropolitan t'dison (.'ompan.L P r c o  l:nerg) ( 'ompan.L 
Pennsylvania Electric (Jompallv, PPI, Electric [;tilitics ('orlx~ration. Potomac I-:lcctric Poucr  Company. 
Public Service lilectric and Gas Compan 5. and Rockland t!lectric Company. 

1.20B MAIN. 

"'MAIN" shall mean the X'lid-.,\merica Interconnected Network, a rcliabiliD council under § 202 
of  the [.ederal Pm~er Act established ptlrstlant It.) the Amended and Restated l :bla~s of  MAIN. dated 
Janua~'  8. 1998, or an.', successt~r thereo[~ 

1.211(7 MAIN  Control Zone. 

"MAIN ('orm'ol Zone" shall mean an) one of  the one or more Control Zones comprised of the 
TmnsmissiDn Facilities of one or more of  the Transmission ()'.~.ncrs fi)r v, hich MAIN is the Applicable 
Regional Reliabilib Council. as designated in tile PJM Manuals. 

1.21 Market Buyer. 

"Market Buyer" shall mean a Member that has met reasonable creditworthiness standards 
established b v the Office of the lntcrconncction and that is t.)therv, ise able to make purchases in the I)JM 
Interchange Energy Market ,~" P,IM ("apacity (:rediL 
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1.22 Market Participant. 

"'Market Participant" shall rncan a Market FhL,.cr or a Market Seller, or both  

1.23 Market Seller. 

"'Market Seller'' shall mean a Member that has met reasonable crcditv, orthincss standards 
established b? the Office o f  the Interconncction and that is othcrv.isc able to make sales in the IUM 
Interchange ['nerg~ Market or I',I-M (al+~+ch.,, (fv,,lh k.l~rke~. 

1.24 Member .  

"+Member" shall mean art entity that satisfies the requirements of  Section I 1.6 o| ' this Agreement 
and that (i) is a member of  the I I,C immcdiatel,, prior to the I.iflccti~e Date, or (ii) has executed an 
Additiunal Member Agreement m tile lbnn set forth in Schedule 4 hereof. 

i .25 Members  Committee.  

"'Members Committee'" shall mean the committee specified in Section 8 of  this Agreement 
composed of  rcprcscntatixcs ol+all the Members. 

! .26 NERC. 

"'Nt RC'"  shall mean the North American lilcctric Rcliabili b Council. or an; successor thereto. 

V 

V 
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1.35 I',IM Manuals. 

"'PJM Manuals" shall mean the instructions, rules, procedures and guidelincs established b', the 
Off]co of the [merconnection for the operation, planning, and accounting requirenlents of the PJM 
Region and tile PJM Interchange t-ncrg', Market. 

1.35.01 PJM Marke t  Monitor.  

"'PJM Market Monitor" shall mean tile Market Monitoring Unit established under 
Attachment M to the PJM Tariff. 

1.35A PJM Region. 

"'PJM Region" shall mean the aggregate of the MAA(" C~mlrol Zone. tile P.}M ~es t  Region. and 
VA('AI~. ('ontrol Zone. 

1.35B I 'JM South Region. 

"'PJM South Region" shall mean the VACAR ContrM Zone. 

1.36 P,IM Tariff. 

"'['JM l 'arilt '" shall mean Ihe PJM Open Access I'ransmission l 'ariff pro',iding transmission 
scr',ice ,.,.ithin the P.IM Region. including any schedules, appendices, or exhibits attached thereto, as m 
effect from time lu time. 

!.36A [Reserved.I 

1.3611 PJM West Region. 

"'IUM 9, cst Region" shall mean lile aggregate of tile I I :AR Control Zoncis) and MAIN ('ontrol 
Zone(s). 

1.37 Planning Period. 

"'Planning Period" shall initially mean tile 12 months beginning June I and extending through 
May 31 of the follo~,,ing ',ear. or such other period established undcr the procedures of  as at',f, litahle. 
the Reliabilit? Assurance Agreernent *w d~e V, eliahililv-\~.s4t~:m~ce .-\L_~reement-~e~,t. * .  th~-R~-lga4~it~- 
- \  "~..,or at ,,,.:e : \  ~ re-c' m e t  1.t -~"e, ~ t,fl L 

1.38 President 

"'President" shall have the meaning specJlied in Section 9,2. 

1.38A Regulalion Zone. 

"Regulation Zone" shall rnean any o f  those one or more geographic areas, each consisting o f  a 
combination o f  one or more Control Zone(s) as designated by the Ottice o f  the Interconnection in the 
PJM Manuals. relevant to provision ol L and requirements lbr, regulation service. 

1.39 Relaled Parties. 

"Related Parties" shall mean. solely for purposes of the go,,ernance provisions of this 
Agreement: (i) any generation and transmission cooperative and one of its distribution cooperative 
members: and (it) any joint municipal agency and one of its members. I'or purposes of this Agreement, 
representatives of state or fi:deml government agencies shall not be deemed Related Parties with respect 
to each other, and a public [xld~'s regulatory authorit 5. it" ;my. o~er a Member shall not be deemed t~l 
make it a Related Part', v, itla resl~:ct to that Member. 
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1.40 Relial)ili~" Assurance Agreement. 

"'Reliabilit? Assurance Agreement" shall mean that certain Rclial~ilit~ .%s,urancc ;\grecment 
..\m(mg I uad-Scrxing [ ntitic~, in thc I'.1\1 Region, un Ii lc ",.,,ith I I R C  as P.IM hltcr,,:orm,,:cti,.~n, I . I  .C. 
Rate Schedule I ] :R( ' .  N o  42-~*gt'een~ent. dated June 2. 1'49-7 and-t~'~ amended li",~-)~-~,h~ne ~o time, 
establishing obligations, standards and procedures lbr maintaining die reliable operation o f  the 
~ | A A ( ] ) . I \ I  ( 'ontn~ I(cgi~n A,ne. 

t.411A Rel i~ai l i~y A~.~uran,~e A~reeme4~-~%~,~l. 

2001 and--a..,-~i.i.i.vr, ded lb.)n>~ Ibv<e--l,<-~,--lin-k ', eslablisl~,b~->-,:>,bliealb-m ",, ~lat~at,.N and pn~cedt, e.. lhr 

........... 1.4011 I~el ial ' f i l i ly-A~ura.~. 'e Agre~' l t te l t t&~. i th.  

..... ~l~44~l'. i l i t~ : \ : - , ' , , u r a ~ : ~ - e - - . . - ~ 4 o u t t ( "  .,,If~4--n.'~eau th~,t t ~ - ~ - " P . I N I  Ne.uth. 14"el~.~q-l,~ 
A'.,',,~)fatl'~e A~r.v~m~t1! -\t11~1~.l.~.ad-~.er,,,-ilL~ ht>dilie: ,, in-4he I ) IM  %~ulh. Regi,~,~..'" a'., atl)el>,de(l li'~,wi..lh~'fe 
h-i-+i-me=estahlb.hhl,a (4~.lif_~-i,-va~:-~,<i~i,.la~is and pf,~-ed~'e,, Ibr n~la.i-i+~.i+i4-1-~ lhe reliable ............ : . . . . .  " ' " "  

1.40C SERC. 

"'SLUR(_7" or "'Southeastern Electric Reliabilit) ('otmcil'" shall mean the reliabilit.', council under 
section 202 of  the t.edcral Pov, er Act established pursuant to the SI.II~.(I Agreement dated Januar) 14. 
1970. or all', successor th~:reto. 

V 
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1.47A VACAR. 

"'VACAR'" shall mean the group of  tive companies, consisting of  Duke F~nerg','. Carolina Power 
and Light. South Carolina Public Ser,,ice Authority'. South ( 'arolina ['~lectric and Gas. and Virginia 
Electric and Pov, er Company. 

1.47B VACAR Control Zone. 

" 'VA('AR ('ontrol Zone" shall mean tile [ransmission Facilities of  Virginia Electric and Pm~cr 
Company. 

1.48 Voting Member. 

"'Voting Member'" shall mean (i) a Member as to '~,,hicb no other Member is an Affiliate or 
Related Party. or (ii) a Member together '.; [th an', other Members as to \~hich it is an Affiliate or Related 

ParD. 

1.49 Veeighted Interest. 

"'Weighted Interest'" shall be equal to (O. I(1 N) ~ 0.5(I-g"(7) + 0.2(I),'E) ",- O.2(F G)). ~.hcre: 

N tile total number of  Members excluding ex olIi¢',, Members and 
State ( 'onsunler Ad,.~x:ates (,.,,hich. Ibr puqx~ses of  Section 15.2 oF this 
agreement, shall be calculated as of  fi',e o'chx:k p.m. Eastern l ime on the date 
P.IM declares a Member in dethult) 

B - the Member's internal peak demand for the prc,.ious calendar 
,,car (v, hich. lot l.oad Scr',ing I'nlities under the Reliability Assurance 
Agreement. shall be that used to calculate Accounted for  Obligation as 
determined by the Office of  the Interconnection pursuant to Schedule 7 of  tile 
ReliabiliL', Assurance Agreement a,,eraged o',er the pre', ious calendar year) 

( the sum of  factor B tbr all Members 

I) the Members  generating capability from (,¢ncration Capacity [ 
Resources located in the PJM Region as of  Janua D 1 of  the current calendar 
,.ear. detennined b} the ()ffice oi"the Interconnection ptn'suant to Schedule 9 o f  
the Reliabilit.,, Assurance Agreement. ~'hoAd+_,- '¢ o f  tP, e---~,+~ -- Relhd-,ilit,, 
A-....-.,,+F~.~e A,.-'re.emef~L o~=',.,~hed,,de ,a o f  tbe-44e.[4~I'~ilit 2 :\.~s~tt~t~e .-.A-~,:e~'~t- 

%ouCh: ~especti~ely 

li " the sum of  factor D tbr all Members 

F -  the sum of  the Member's circuit miles of  transmission facilities 
multiplied by tile respective operaling voltage for lhcilities 100 kV and above as 
of.lanuary I Dfthe current calendar year 

(i = the sum of factor F tbr all Members 
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(g} l 'hc I'lectricity Markets Collamiltce shall create subconmlittces, v, orking groups 
or task tbrccs as and v, hen neccssa D' to assist in pcrtbrming the duties of the IZIcctricity Markcts 
Committee. 

8.6.2 Reliahili~' Committee .  

l h e  Rcliabili b ('ornmittcc addresses matters related to the reliable and secure 
operation of the PJM s',stem and planning strategies to assure the continued abilit', of the Members 
to operate rcliabl', and economically, consistcnt v, ith applicable reliability principles and standards. 
l 'he Reliabilit', Committee coordinates ','.ith the I']cctricit', Markets Committee on mechanisms to 
pro'.ide an et'ficient marketplace for products nccdcd for resource adcquac> and operating security. 
Voting on the Reliability ('ommittcc shall bcb,. sectors in accordance v.ith S;cctkms 8. I and 8.4 of this 
Agreement. Neither the Reliability Committee nor thc Members Committee shall ha',e authorit,', to 
control or direct the actions of the PJM Board or the ¢)tticc of the Intcrconnection ,.,,ith regard to thc 
short-tom1 rcliabilit', of grid operations v, ithin the PJM Region. The responsibilities of the 
Reliability ( 'ommittcc shall, more specificall}, include, but not he limited to. the lbllox~ ing: 

ta) lhc Rcliabilit,,, ( 'ommittcc shall dc,.clop and appro'.c an annual plan 
including prioriti/ation of plalmed acti,, ities and initiation of acti', itics supporting the appro',ed plan. 

(b) lhc Rcliabilit', Committee shall pro'.idc ad,,ice and i'ccornrrmndations 
concerning rcHsions to this ,,\grccment. the RcliaMlit.'. Assurance Agrecmcnt.-Ote ReliahiR~ 
A~*c~.nm:-e-Agreemem-~e~'~. and the P.IM Tarit"that pert 1 o t s  areas ofrcsponsihilit ' , .  

(c} The Reliabilit> Committee shall make annual and timcl,, recommendations 
concerning the generating capacit.,, reserve requirement and related demand-side '. aluation factors for 
consideration b'. the Members Committee, in order to assist the Members ( 'ommittec in making 
rccommendations to the P.hM Board. 

(d) l h c  Reliabilit,,. ( 'ommittee shall pro'.ide direction to the Operating 
Committee and l~lanning Committec. v, hich committees shall report to the Reliabilit,'. Committee. 
The Operating (ommit tcc  shall advise tile Reliability ( 'ommittce and the ()t'fice o|" the 
Interconncctkm on matters pertaining to the reliable and securc operation of the IUM Region and 
Dthcr matters as the Reliabilit', Committee may request. The Planning Committee shall advise the 
Reliabilit,. ( 'ommittee and the Office of the lnterconnection on matters pertaining to s,,stcm 
reliability, security, economy of service, and planning strategies and policies and other matters as the 
Reliabili D Committee may request. 

(e) The Reliabilit,, Committee shall perform such other Functions. directl> or 
through delegation to a Standing Committee. subcc.mmittee. '.,.orking group or task force rclx)rling 
thereto, as the Members CDrnmittec may direct. 

(f') l 'hc Reliability Conmlittee sMII create subcomminees, v, orking groups or 
task forces as and when appropriate to assist in performing the duties of the Reliability Committee. 

V 
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iii) Prepare. maintain, update and disseminate the PJM Manuals, 

i'.) Comply v, ith NICR('. and Applicable Regional Reliability 
('ouncil operation and planning standards, principles and guidelines: 

'.) Maintain an appropriatel', trained v, orktbrce, and such 
equipment and thcilitics, including computer hardy, arc and sotb.,.arc and backup 
po'.,.cr supplies, as necessar3 or appropriate to implement or administer this 
Agrecment: 

vi) Direct the operation and coordinatc the maintenance of the 
facilities of the P.IM Region used tor both load and reacti',e supply, so as to 
maintain reliability of service and obtain tile benefits of lx+oling and interchange 
consistent uith this Agreement. and the Reliability Assurance Agreement. fl~e 
Igel4M~it+--.. :\~.st+rance :\eree+nent-%~,esl a~+d tlu.*-lleli.+.g'gbi+~----4~,suran.ce 
: \  g Fiat' f ~ pd t t t  - ~/-ot t |  h ~ 

', ii) Direct the operation and o)ordmate tile maintenance of the bulk 
pm~er suppl) facilities of the PJM Region ~,,ith such Ihcilities and s',stems of 
others not party to this Agreement in accordance v, ith +agreenlents betv, een the 
1.1.(" and such other s.~stems to secure reliability and continuit> of ser',icc and 
other advantages of ptu~ling on a regional basis: 

'. iii) Pcrt;.mn interchange accounting and maintain records pertaining 
to the operation of the P.IM Interchange tincrg) Market and the P.IM Region: 

ix) Notit'+,, tile Members of the receipt of an) application to become 
a Member. and of tile ;.lctioll of the ()ftice of tile Interconncction oI1 such 
application, including but not limited to the completion of integration of a ne+x 
Member's s.'.stem into tile PJM Region. as specified in Section 11.6(t): 

x) ('alculate the ~Aeighted Interest and I)cfault Allocation 
Asscssnlent of each Member: 

xi} Maintain accurate records of the sectors ira 'Milch each Voting 
Member is entitled to ~,ote, an,..I calctdatc the results of ;.Ill}' %ore taken in the 
Members Committee: 

xii) Furnish appropriate intbn'nation and refxwts as are required to 
kccp the Mcmbcrs regularly intbrmcd of the outlook for, the functioning ot: and 
results achieved by' the PJM Region: 

xiii) File "o, ith FERC on behalf of the Members an,, amcndmcnts to 
this Agreement or tile Schedules hereto, any new Schedules hereto, and make 
an', other rcgulatoe,' filings on behalf of the Membcrs or the I.I.C ncccsviry to 
implement this Agreement: 

xiv) At the direction of the PJM Board. submit comments to 
rcgulatot 3 authorities tm matters pertinent to the PJM Region: 
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x',) ( 'onsult v, ith the standing or other committees established 
pursuant to Section 8.6(a) on matters "Mthin tire responsibility o f  the committee: 

x',i) Perlbnn operating studies of  the bulk I'X~v, er supply facilities of  the P.IM Region 
and make such recommendations and initiate such actions as ma.', he necessa D 
to maintain reliable operation of  the PJM Region: 

x~ ii) Accept. on behalf of  the Members. notices scr,.ed under this Agreement. 

x,,iii) Perft~rm those functions and undertake those responsibilities transli:rred to it 
under the East l 'ransmission ()v, ners Agreement. ~,~,'est l ' rans l l l iss ion O'o, ners 

Agreement. and South Transmission ()v, ner Agreement including (A) direct the 
operation of  the transmission thcilitics oF the parties to the liast "['ransmisskm 
O~,ners Agreement (BY direct the operation of  the transmission lhcilities of  the 
Parties to the g 'est  'l ransmission O'o, hers Agreement. (C) direct the operation ot" 
the transmisskm lhcilitics of  the Parties to the South l 'ransmission Ov, ner 
Agreement. (1)) administer the PJM laritt~ and (1") administer the Regional 
Transmission Expansion Planning Protocol set tbrlh as Schedule 6 to this 
Agreement: 

xix) Pcrtbnn those functions and t.ldertake those responsibilities transferred to it 
under the Reliability Assurance Agreement. as spceiticd in Schedule 8 o f  this 
A g r e e m e n t . - - ~ t : u t ~ : t i o r t s  arid re',Fumsibi.~lie'.-l+at~4;~red to it t.tde.r--44,~e 
Relial',iliL~ ;\:.,nurar~e...\greement-~-beeg. its ..f~¢ilied in. ~chedule R.\ ol  thb~ 
r\greetPo._,.l-lk-atl.tt d,0,~.~.¢ limetions tnvd-÷¢~F~t~,il~ilitie:~ tran:.,Ibfre,.l t.~-.it--I:~n, def Ilk. 
R-elial',ility -\s..,nn.'-.:-e--\greemer~,t-?-,outh. a-.--st',eeil4ed in S-.¢hednle gt~- ,-d- this 
: \  ~f~2lt, tet tt; 

xxl Monitor the operation o[" the PJM Region, ensure that appropriate I-rnergcney 
plans are in place and appropriate l{mergen¢,, drills are conducted, declare the 
existence of  an Emergency. and direct the operations of  the ,Members as 
necessary to nlanage,  alle",Jate or end art Emergency : 

xxi l  Incorlx~rate the grid reliability requirernents applicable to nuclear generating 
units in the IUM Region planning and operating principles and practices: and 

xxii) Initiate such legal ()r regulator', proemadings as directed by the P.IM 13(~ard to 
enforce the obligations of  this Agreement. 

!1. M E M B E R S  

I I.I M a n a g e m e n t  Rights. 

The Members or any of  them shall not take part in the management of  the business o f  and shall 
not transact any business |be. the LI.C in their capacity as Members. nor shall they' ha',e lX~er  to sign 
tbr or to bind the I.I.C. 

11.2 Other Activitk,'s. 

Except as other'aise expressly provided herein, any Member may engage in or possess an',, 
interest in another business or venture of  an', nature and description, independently or vdth others, e',en 
if such activities compete directly v, ith the business o f  the [,LC. and neither the I,I.C nor any Member 
hereof shall have an; rights in or to any such independent ventures or the income or profits deri,.ed 
therefrom. 
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I 1.3 Member  Responsibilities. 

11.3.1 General.  

To |acilitate and provide for tile xsork of the Office of the Interconnection and of the 
several committees apl'x~inted b~, the Members (.'onmlittee. each Menlber shall, to the extent applicable: 

(a) Maintain adequate records and. sul2jcct to tile provisions of this Agreement tbr 
the protection of tile contidentmlity of proprietary or commercially sensiti,,e mtbmlation, pro'.ide dam 
required lbr (i) coordination of operations. 0i) accounting lot all interchange transactions. (iii) 
preparation of required reports. (iv)coordination of planning, including those data required tier capacity 
accounting under the Reliability Assurance Agrecnlcnt++,,d-lleli~kd4hv -V,~,ura~tce ,\gree~e~&be.-a. a~t 
Reli~4"dNty ,\ssuran~.e Agreen'mnt-N~uth: (~.} preparation'" of maintenance schedules. (vi)anal}sis of 
systenl disturbances, and (;i t)sucll  other purposes, including those set lbrth in Schedule 2. as v, ill 
contribute to the reliable and economic operation c, fthe PJM Region; 

(by Pro', ide Stlch recording, telemetering, revenue qualit', metering, comnaunication 
and control facilities as are required Ibr the coordination of its operations v, ith the ()trice of the 
Interconnection and those of the other Members and to enable tile Ottlce of the Interconnection to 
operate tile PJM Region and other,,,, is,: implement and administer this Agreement. including equipment 
required in nomm[ and I{mergenc.~ operations and lbr file recording and analysis of system disturbances: 

(el I'ro,. ide adequate and properly trained ix:rsunnel to (i) pcnnit participation in the 
coordinated operation of the PJM Region. (it) meet its obligation on a timel', basis tbr supply of records 
and data. {iii)ser,,e on committees and participate in their investigations, and (ivlshare in the 
representation of the Intcrconnection in inter-regional and national reliability acti,, tries: 

(d) Share in the costs c,f committee acti,,ities and investigations (including costs of 
consultants, computer time and other appropriate items), communication lacilitics used b,, all the 
Members (in addition to those provided in tile Ottice of the Interconnection). and such other expenses as 
are appro',ed lbr i',aymcnt b} tile PJM Board. such costs to be rcco',ered as pro,, idcd in Schedule 3: 

(e) ('ompl.,. v, ith tile requirements of the P.IM Manuals and all directi',es of the 
Office of tile lntcrconnection to take an> action tbr the ptnT~)Se of managing, allm, iating or ending an 
Emergency. and authorize the Ottice of the Interconncction to direct the transti:r or interruption of the 
deli',e D' of energy on their behalf to meet an t':mergcncy and to implement agreements v, ith other 
Control Areas interconnected v, ith the PJM Region tbr th.,: mutual pro,.ision of scr,.icc to meet an 
l{mergency, and be subject to the emergency prtx:cdure charges specitied in Schedule 9 or this 
Agreement for any faihlre to |bllo',v the Emergency instructions of the Otrice of the Intcrconncction. In 
addressing any Emergency, the ()ffice of the lnterconnection shall comply with the terms of any rcscr'.e 
sharing agreements in el'feet lbr any part o|'thc PJM Region. 

1 !.3.2 Facilities Planning and Operation. 

Consistent with and subject to the requirements of  this Agreement, the PJM 
Tar i f f  the governing agreements of  the Applicable Regional Reliability CouDcils. the Reliability 
Assurance Agreement. tbe---~e~iaNlitv Assurance Agreemem-'.,Vest, the-Relild'd[.it~--,\ss~mmce 
""'c;,'"'c"t,=. ,,, ,, ,%~:uth.--the West lransmission Ov, ners Agreement. the East l'ransmission O~,sners 
Agreement, tile South Transmission O'aner Agreement, and the PJM Manuals. each Member shall 
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cooperate ,,,,itll the ntber Members in the coordinated planning and operation of the lacilities of its 
System v,,ithin the PJM Region so as to obtain tile greatest practicable degree of reliabilit), compatible 
¢conoITI)" and other ad',antages ti-om Sl.lch coordinated planning and operation. In furtherance of such 
cooperation each Member shall, as applicable: 

(a) Consult ',~.ilh the other Members and the O[]]ce of the Interconnection, and 
coordinate the installation of its electric generation and lransmission Facilities ~ ith those of such other 
Members so as to maintain reliable ser',ice in tile PJM Region: 

(b) Coordinate v, ith the uther Members. the Oft]ce of the Intcrconnection and v. ith 
others in the planning and operation ol + tile regional facilities to secure a high It',el ol + reliahilit? and 
continuit) of service trod other advantages; 

(c) ('oopcrate ,,~,ith tile other Members and the ()l'ficc of the Interconncction in tile 
implementation of all [x+licies and procedures established pursuant to this Agreerncnt t?,r dealing ;,,ith 
t'imergencies, including but not limited to lx+licies and procedures for maintaining or ammging tbr a 
portion ofa  Mcmber 's(  iencratiun Capacity Resources. at least equal to tile applicable levels established 
from time tu time b) tile Office ~1" the Interconnection, to ha',e the ability to go from a shutdox~.n 
condition to an operating condition and start dcli,.¢ring po~.er '.~.ithout assistance from the Ov,~.er s'.stem; 

(d) Cooperate v.ith the members of the Applicable Regional Reliabilit) Councils to 
augment tile reliabilit> of the bulk po'.,.er supply facilities of tile region and compl) v, ith Applicable 
Regional Reliability Councils and NI!RC ~.~pcrating and planning standards, principles and guidelines 
and the PJM Manuals implementing such standards, principles and guidelines; 

(e) Obtain or arrange l'or transrnisskna ser,.ice as appropriate to carr,, out this 
Agreement; 

(l) Cooperate '.',ith the ()tt]ce ofthc Intcrcormection's coordination oftbe operating 
and maintenance schedules of the Member's generating and Transmission Facilities '.,.ith tile lacilitics of 
other Members to maintain reliable serx ice to its ov.n cust~.)mers and those ot'the other klcmbers and to 
obtain econonlic efficiencies consistent there'.', ith: 

(g) Cooperate v,i/h tile other Members and tile Ott]ce of the Interconn¢ction in the 
anal)sis, formulation and implementation of plans to pre,.ent or climinatc conditions that impair tile 
reliabilit) of tile PJM Region: and 

(h) Adopt and apply standards adopted pursuant to this Agreement and conforming 
to NERC. and Applicable Regional F, eliability Council standards, principles and guidelines and the PJM 
Manuals. for system design, equipment ratings, operating practices and maintenance practices. 

11.3.3 Electric I)istribulors. 

In addition t~.~ any of the foregoing resrwJnsibilities that ma) be applicable, each Member 
that is an Electric Distributor. whether or not that Member votes in the Members Committee in tile 
Electric Distributor sector or meets the eligibilit) requirements tbr any other sector of tile Members 
Committee. shall: 
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(a) Accept. comply v.ith or be compatible ;~.ith all standards applicable v.ithin the 
PJM Region ,,~.ith respect to system design, equipment ratings, operating practices and maintenance 
practices as set tbrth in tile PJM Manuals, or be subject to an interconnected Member's requirements 
relating It', tile tbregoing, so that sullicient clcctrical equipment, control capability, infonnation and 
communication are a*. ailable to tile Office of tile Interconnection tbr planning and operation of the P.IM 
Region; 

(by Assure the continued compatibilit~ of its local system energy management 
s3ste|n monitoring and telecommunications systems to satisf.,, the technical requirements of  interacting 
atltonlaticaliy or manually ~ ith the Office of  the Interconnection as it directs tile operation of  the PJM 
Region; 

(c) Maintain or arrangc tbr a portion of its connected load to be sul2ject to control 
by automatic underfrequenc), undur-'.oltage, or other load-shedding de,.ices at least equal to the levels 
established pursuant to the Reliability Assurance Agreement:-l-leliabilit). A-,,,e~i~-e- ,\~reement-k-be-,t. 
a+~.. Reliability ,\s,,urw~ce-\~¢+'~_,emem-%,~th. a', itpt;licable, or be subject to another Member's control 
tbr these purposes: 

(d) Pro',ide or arrange tbr sutlicient reacti',e capability and ', oltagc control facilities 
to conibrm to Good [;tilit) Practice and (i) to meet the reactive requirements of its s) stem alld cUMOlllerS 
and (it) It`' maintain adequate ,.oltage le'.els and tile stabilit 5 rcquired b 5 tile bulk pm~cr suppl,, tacilities 
o f  the I',IM Region; 

(e) Shed connected load, share (icncrutitm L'apaci b Resources. initiate a~.tiYe toi~t 
~tt{tt~it~ement hncrrupliblc [ ,,ad li~l" I<cliubilit5 programs, and take such other coordination actions as 
may he n¢cessal'X ill accordance v. ith the directions of the ()ftice of+the Inlet'connection in Emergencies: 

if) Maintain or arrange tbr a D~rtion of its (icncration Capacit) Resources at least 
equal to the level established pursuant to tile Reliability Assurance Agreement to ha',c the abilit', to go 
from a shutdo'~*.n condition to an operating condition and start deli'.ering pov.er v, ithout assistance f ro l l l  
the power systeM: 

(g) Pro',ide or arrange through another Member tbr the ser,.ices of a 2-bhour local 
control center to coordinate x~itll the Ottlce of tile Interconnection. each such control center to be 
furnished 'o.ith appropriate tclcmetr)equipment as specified in the PJM Manuals, and to be staffed by 
system operators truined and delegated sull]cient authority to take an 5 action ncccssal)  to assure that the 
system for ~.~.hich the operator ix reslxmsible is operated in a stable and reliable manner: 

(h) Provide to the Office of the interconnection all System. accounting, customer 
tracking, load forecasting (including all load to be scr,,ed from its System) and other data necessa~' or 
appropriate to implcment or administer this Agreement, and the Reliabilit 5 Assurance Agreement. the 
Ige~.iability A:.,surance A~reemef,,l-~ee,~-a+~-l-tl.ve Retial',iliL~ ,V,~-.~a,~:,e A~reement-~-va44~; and 

(i) Comply uith 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 promptl) as possible to the Off'ice of the Intcrconnection 
an)' changes in its operating practices and procedures relating to the reliability ,Jr the bulk Ixmer suppl,. 
fiJcilities o f /he  PJM Region. l h e  ( ) l ike  of the Interconnection shall review such reports, and if an> 
change in an operating practice or procedure or" the Member is not in accord v, ith the established 
operating principles, practices and procedures tbr the PJM Region and such change advers¢l} afl;xts 
such region and regional reliability, it shall so int+urm such Member. and the uther Members through 
their representative on the Operating Committee. and shall direct that such change be modified tD 
confi.mn to the established operating principles, practices and pr~vccdurcs. 

I 1.4 Regional Transmission Expansion Planning Protocol. 

l 'hc Members shall participate in regional transmission expansion planning in accurdance u, itll 
tile Regional l'ransmission Expansion Planning Protocol set lbrth in Schedule 6 to this Agreement. 

11.5 Member Right In Petition. 

(a) Nothing herein shall deprixc any Member of the right to petition I-I!R(" t(5 mudif}, an)  
pro'. ision d this Agreement or an: Schedule or practice bereunder that the petitioning Member belie,, cs 
to be unjust, unreasonable, (sr unduly discriminator  under section 206 ot'the Federal Power Act. subject 
to the right ufan} other Member (a) to oppose said proposal, or (b) to w ithdra'+ ~, from tile l.l.C pursuant 
to Section 4.1. 

(b) Nothing herein shall be construed as altiscting in any v, ay tile right of  tile Members. 
acting pursuant to a ,,otc (sfthe MemlJers Committee as spccilicd in Section 8.4. unilateral[} to make an 
application to F[iRC Ibr a change in an} rate. charge, classilication, tarill+ or ser\ice, or an} rule or 
regulation related thereto, under section 205 ¢5t" tile Federal Po,,~,er Act and pursuant to the rules and 
regulations promulgated b} IH~C thereunder, subject to the right ol + an) Member that ,,oted against 
such change in an> rate. charge, ctassificatkm, tariff or ser~ ice. or any rule or regulation related thereto. 
in intervene in opFx~sition to an+'. such application. 

11.6 Membership Requirements. 

(a) 1o quality.' as a Mcmb,,:r, an entity shall: 

i) B c a  lransmission Ov, ne ra  (;eneration ()u.ner. an Other Supplier. an 
Huctric Distributor, or an I-)ld-( Isc (~ustonlcr: and 

ill Accept the obligations set tbrth in this Agreement. 

(b) ('ertain Members that ;.ire I+oad Ser,,ing Entities are parties to the Reliabilit)' Assurance 
Agreement, [ ' lef t iStS--s t .  ~ . tHance  A~re,eFflent-~'~est. t~" lleli~l.'.i[i~-y-~x, sstm+reeeI+\~feem-e,~-t~k-~ah. Upon 
becoming a Member, any entity that is a l,oad Serving l'ntity in tile ~IAA('I'.IN1 ('onm+l Region 
and that v, ishes to become a Market Bu'.er shall also simultaneously exccutc the Reliability Assurance 
Agrcement.-A÷~.-.-emit? tlmt is a 
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[~e~l- Y, erving I mi{v ii~-the IU-M ~e.,l--44e_-q~m iiHd that-~-i*~i~s to b.ec.~+l'~e-~ -Market lhtve+- ~hall iils~, 
• d+t+ultatmou-d.v.e'~e,t:+~,e ,tlre Reliabili .O~-~'-,s~wmtve Agreeme44t-k.%e.,t. A}tpe++tltv that i-, a t v+w]-,"~vm.g 
141tit.~ i~--lhe-4>4M - '.a,uth Re.ei~i~-+md that v.ishes h~4~:ome a Mi.k-e-l--P, tt~er slmll al~ d+~uhaneou'.ly 
e-xe~+tte tI~e l.~elu~dit-> A.,surat~e-.-~eg.r-eem.em-~mth. 

(e) An emit) that ',,Ashes to become a party' to this Agreement shall apply, in v, riting, to the 
President setting forth its request, its qualifications lbr membership, its agreement to supply data as 
specified in this Agreement. its agrecmcm to pay all costs and expenses in accordance v, ith Schedule 3. 
and pro',iding all information specified pursuant to tile N, chedulcs to this Agreement tot entities that v, ish 
to becornc Markct Participants. Any such application that meets all applicable requirements shall he 
appro,.cd by tile President v.ithin sixty (60) days. 

(d) Nothing in this Scctiun II is intended to remo'.e, in any respect, tile choice ol + 
participation by other utility companies or organi.,ations in the of, eration of the I)JM Region through 
inclusion ill the System of a Member. 

le) An entity v.hose application is accepted by the President pursuant to Y, cetion 
1 1.6(c) shall execute a supplement to this Agreement in substantiall) tile foma prescribed in Schedule 4. 
~hich supplement shall he cuuntersigncd by the f'residcnt, l h c  unfit,', shall become tl Member el'l;ecti',e 
on the date tile supplement is countersigned by tile President. 

(t') Kntities ~ hose applications contefnplalu expansion or rearrangenlent t,f tile PJM Region 
may bccornc Memt'mrs promptly as described in Sections I 1.6(c) and I 1.6(c) above, but tile integration 
of tile applicant's s> stem into all of the operation and accuuntmg prm isions of this Agreement and the 
Reliability .\ssurance Agreement, or. as applicable, tile Reliahilit) Assurance ,,\grcement-\Vcst or tile 
Rcliabilit.'. Assurance Agreement-South. shall Occur oIlly aftcr completion of all reqtfired installations 
and modifications o1" metering, communications, computer progranlmhlg, and other neceSSAli'~, and 
appropriate facilities and procedures, as detcnnincd by the ()ffice of the Intcrconncction. I he Office of 
the hlterconnection shall notify the other Members ',qlen such integration has occurred. 

(g) Entities that beconle Members ~,.ill be listed in ,V.chcdulc 12 of this Agrecment. 

(h) hl accordance v. it l l  tile M.\AC Agreement. a Xiemhcr scr'.ing load in tile MAA(7 
Control /one shall hc a member of MAAC and any other Member may bca member of MAA('. 

V 

12. TRANSFERS OF MEMBERSIlIP INTEREST 

The rights and obligations created by' this Agrcemcnt shall inurc to ;rod bind tile successors and 
assigns of such Member; pro,,idcd, ho',~.evcr, that the rights and obligations of any Mcmber hereunder 
shall not be assigned v, ithout the appro',al of the Members Committee except as to a successor in 
operation of a Member's electric operating properties by reason of a merger, consolidation. 
reorgani,,ation, sale. spin-off or lbrcclosure, as a result of,,,,hich substantially all such electric operating 
properties arc acquired by such a successor, and such successor becomes a Member. 

13. IN ' I 'ERCt lANGE 

13.1 Interchange Arrangements with Nnn-Members. 

Any Member may enter into interchange mTangements 'a ith others that are not Members ~,,.ith 
respect to the deli',er,, or receipt of capacit', and energy' to fulfill its obligations hereunder or for an', 
other purlx~Se. SU[~i¢CI to the standards and requirements established in o r  pursuant Io this Agreement. 
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1.3.13 Maximum (;eneratiDn Emergency.  

-Maximum Generation t'mergcnc,,'" shall mean an Emergency declared by' the Off'ice of  
the IntercDnnectinn in ',,.hich the Ottice ot" tile lnterconnection anticipates requesting one or more 
(icr,u,'atinn Capacity Resources or :,~ail~,hle (iaf~.,e~i,y l~.e,,+urces to operate at its maxin,um nct or gross 
electrical pD'acr output, subject to the equipment stress limits for such (.icncrali,.)n ('apacJl', Resource. ill 
order to manage, alleviate, or end the Emergency. 

1.3.14 .~linimum Generation EmerReney. 

"'Minimum Generation Iimcrgcncy'" shall mean an Emergent',  declared by the ()tt]ce of  
the Interct)nncction in v.hich the Ott]ce of  the lntcrconnection anticipates requesting one or more 
generating r~..sources to olx:rate at or Ix:lo,,~, Nonnal MJnJnltni1 Generation. in order to manage, al[e,, late. 
or end the l{mergcncy. 

1.3.14A NER{'? Interehanl~e Di,stributio. Calculator .  

"NI-R(" Interchange Distribution Calculator" shall mean the NI{R(" mechanism that is in 
et]i:ct and being used to calculate the distribution of  energy, o ; c r  spccitic transmission interlaces, from 
cnerg,, lran~lctions. 

1.3.15 Net~,Drk Res ,  urce. 

"'Netv, ork Resource" shall ha',c tile meaning spccil]ed in the PJM I aritt'. 

1.3.16 Net',vDrk Service I;ser. 

"Nctv, ork Ser',ice it ;set'" shall nlcan all entity using Net~',ork "['ransnlissJon Scr; ice. 

1.3.1"1 N e ~ o r k  Transmi,ssion ,~r',,'ice. 

"'Nct,aork [ ransmission S, cr',icc'" shall lncall transmission ser~ ice pro; idcd pursuant to 
the rotes, terms and conditions set forth in Part III ()fthe PJM larilY, or transmission service comparable 
to such service thai is pro',ided to a l.oad Nor,. ing l.ntity that is also a \Vest I ransmission (),ancr. an East 
Transmission (),ancr. ora Y, outh I ransl'nissioll ()\,.her. 

1.3.18 N,rmal  Maximum (;eneratiDn. 

"'Nornlal Maximum Generati(m'" shall mean the highest output le;el o f  a generating 
resource under normal operating conditions. 

1.3.19 .Normal Minimum (.;eneraliDn. 

"'Nonnal Minimum Generation" shall mean tile lowest output level o t ' a  generating 
resource under normal operating conditions. 

1.3.20 Offer  Data. 

"'Offer Data" shall mean the scheduling, operations phmning, dispatch, new resource. 
and other data and inlbnnation neccssa o '  to schedule and dispatch generation resources 
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(b) .,Xn applicant that is a l+oad Serving l'intit+,, or that '.~ ill purchase on behalf'of or 
Ibr uhimate deli'~e 0 to a [.oad Serving Vntit,. shall establish to the satisfaction of  the Office of  the 
Interconnection that the end-users that will be ser'.ed through energ+', and related ser'.iees purchased in 
the I)JM Interchange Energy Market. are located electrical].'.' within the PJM Region. or ,,,.ill be brought 
u, ithin the PJM Region prior to an', purchases ti'om the PJM Interchange [:.nergy Market. Such 
applicant shall further demonstrate that: 

i) lhe l.oad Ser,,ing t-lntit 5 tbr the end users is obligated to meet the 
requirements of  the Reliabilit.', Assurance .Agr¢cnlent:, lleliabilitv 
= } 1 %  ~ ['C'C;: ~C ; i t ~ tO'it . ;~[I 4gelmhilit~, -\s:-,uran,.:e A~reeme~t- 
~,ulh: a~. al~+licable, and 

ii) The [.oad Ser~ ing Vntit.,, for the end users has arrangements in place |or 
Net~wJrk "fransmission Ser',ice or PDint-'ro-Point Transmission Ser,.icc 
for all PJM Interchange Vnerg} Market purchases. 

(e) An applicant that is not a l.oad Ser,,ing Entit', or purchasing on behalf of or lbr 
ultimate deli',er 5 to a l.oad Scr,, ing t-lntit', shall demonstrate that: 

i) l'be applicant has obtained or ;~,ill obtain Net',;~.+rk '1 ransmission Ser',iee 
or Point-to-Point 'transmission Ser,,iee tbr all P.IM Interchange 
linergy Market purchases: and 

it) lbe applicant's PJM Interchange I{nerg) Market purchases ',',ill 
ultimatcl.', be deli,.ered to a load in another Control Area that is 
recognized b? N IRC and that complies ,.xith NH+,("s standards Ibr 
operating and planning reliable bulk electric systl:ms. 

(d) An applicant shall not be required to obtain transmission ser,.ice Ibr purchases 
li+om the PJM Interchange ILnerg,, Market to co,.er quantit,, deviations li'¢ml its sales in the Da)-ahcad 
gnerg) Market. 

(e) All applicants shall demonstrate that: 

i) ]he  applicant is capable of eompl,,ing ~ith all applicable metering, data 
storage and transmisskm, and other reliabili b .  operation, planning and 
accounting standards and requirements lbr the operation of the P.IM 
Region and the I)JM Interchange ILncrg) Market; 

it) The applicant meets the eredit~orlhiness standards established by the 
()t]]ee of the Interconneetion. or has provided a letter of credit or other 
tbrm of.~eurity acceptable to tile Ot't]ee of the lntereonneetion: and 

iii) The applicant has paid all applicable t;.:es and reimbursed the Office of 
tile [ntereonneetkm for all unusual or extraordinary costs of processing 
and evaluating its application to become a Market 13u',er, and has 
agreed in its application to subject an> disputes arising from its 
applicati(.m to the PJM Dispute Resolution Procedures. 

(t) rhe  applicant shall beet)me a Market Buyer UlX)n a final ta',orable 
determinatkm on its application by tile Ottiee of the Intereonneetion as speeiticd belov~, and execution 
b', the applicant ol'eounterparts of this Agreement. 
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1.4.2 Submission of Information. 

l hc  applicant shall l+urnish all inlbnnation rcasonahl? requested by tile ()flice of  the 
Interconnection in order to detenninc the applicant's qualitication to be a Market Buyer. lhe  (.)111ce of  
the lntcrconnection ma3 ~aivc the submission of  information relating to any of  the tbregoing criteria, to 
the extent the int'omlation in thc ()t]ice of the Interconnection's D~sscssion is sutticient to evaluate tile 
application against such criteria. 

1.4.3 Fees and Costs. 

l he  ()l'lice o f  the [nterconnection shall require all applicants to become a Markct Bu)er 
to pay a uniform application t~e. initiall+,, in the amount ot" $1.500. to dot+ray tht ordinar}, costs o f  
processing such applications. "['hc application l+~c shall be re; iscd from timc to time as the ()flicc o f  the 
lntcrconnection shall dctcrrnine to be nccessar+v to reco',er its ordina~ costs o[" processing applications. 
Any unusual or extraordinary costs incurred h> the ()l'fice of  the lnterc(mncction in pnx:essing an 
application shall be reimbursed b.', the applicant. 

1.4.4 Office of the Interconneclion l)eleralination. 

1 :pon submission of  the information sD:cilicd aboxc, and such other inlbmlation as shall 
reasonahl} be requested b} the ()t't]ce of the Interconnection. the Ofl]cc of tile hltcrconnection shall 
undertake an e,.aluation and invcstigation to dctcwnine 'Mlether tile applicant meets the criteria specified 
alrxv, c. As soon as l+,racticable, l+,ut in an.', c,,ent not later than 60 da,,s after stlbmission ol'thc Ibregoing 
inlbnuation, or such later date as ma) be nccessar} to satisf+,, tile rcquircments of  the Rcliabilit> 
Assurance Agreement. Reliabilit+,. Assurance Agreement-\Vest. or P, eliabilit+', Assurance Agreement- 
South. tllc ()t'fice of  tile Interconncction shall notil+y the applicant and tile inemhcrs of  the Members 
Comrnittce of  its determination, along ','.ith a '+,ritten sunlnla~' o f  tile basis lbr the dctermination. lhc  
Oflicc o f  the Interconncction shall respond promptl+', to any reasonable and timcl', request by a Member 
Ibr additional inlbmlation regarding the basis Ibr the ()l'ticc o f  the Interconnection's determination, and 
shall take such action as it shall deem appropriate in rcslxmse to an) request fbr reconsideration or other 
action submitted to thc Ollicc o f  the hlterconnection not later than 30 da}s fronl tile initial notification to 
the Members Comrflittce. 

1.4.5 Fxisling Participants. 

AID cntity that v, as qualified to participate as a Market Bu,.er in tile PJM Interchange 
Encrg) Market under the Operating Agreement o f  PJXI ]ntercormectitm [ .I..('+ in el'l~ct itnmcdiatc]} 
prior to the Ellbctive Date shall continue to be qualified to participate as a .Market Bu+,,er in the PJM 
[ntcrchangc l'nerg', X,|arket under this Agreement. 

1.4.6 Withdrawal .  

(a) An Internal Market Bu)er that is a [,oad Scr~ing Entity may v, ithdmw from this 
Agreement by giving written notice to the Ottice of the lnterconncction specit~ing an etl~cti','e datc of 
v, ithdra',~.al not earlier than the ett~ctive date of  (i) its v, ithdrav~al from tile Reliability Assurance 
Agreement. Relia.Nli~y- As',ur~n':e--\~reemem-x,~'est. *~-ReliabiliL v-÷\~suara~'ce A.ereem*mt-~uth. or (ii) 
the assumption of its obligations under tile Reliability Assurance Agreement.~4e4iabili .V,--",~.',t~raf~e 
A~'eemenl-gVest. or Re-li~Nlil.v A~,mtr++t~:e A+tvemem-%*+t~4~ by an a~¢nt that is a Market Buyer. 
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1.6 (.)ffice of the Interconnection. 

1.6.1 Operation of the PJM Interchange Energy Market. 

The ()flice of the IntcrconnectiDn shall oD:rate the P.IM Interchange [(nergy Market in 
accordance ~ ith this Agreement. 

1.6.2 Scope of Services. 

The Ollicc o f  the IntercDnnection shall, on behalf o f  the Market Participants, pcrlbnn 
the scr',iccs pertaining to the PJM Interchange Energ> Market specified in tiffs Agreement, including but 
not limited to the Ibllov. ing: 

i) Administer the PJM Interchange l'.nergy Market as pall of the PJM Region, 
including scheduling and dispatching of  generation resources, accounting for 
transactions, rendering bills to the Market Participants. recei', ing pa+,.ments from 
and disbursing pa>mcnts to the Market Participants. maintaining appropriate 
records, and monitoring the compliance of Market Participants ~ith the 
pro'.isions of  this Agreement. all in accordance 'Mth applicable pro,. isions of  the 
(.)ttice of the Interconnection Agreement. and the Schedules to tiffs Agreement: 

ii) Re,,iev, and c~aluate the qualification ot'entities to N: Market thl}ers or Market 
Sellers under applicable pro', isiuns of this Agreement: 

iii '~ Coordinate. in accoMance ~ith applicable pro,,isions of this Agreement. the 
Rcliabilit> Assurance Agreement. d~e Relial',ility As-u~ance -\greeme~-%e',t. 
due Relii~++d4D-A-,-,ura~e---\ereemenl-~G+~th. the West lransTnission (),.sners 
Agreement, the %ou|h l'ransmission ();sner AgrceMcnL and the [':ast 
Transmission (),,~ners Agreement. mairltcnancc schedules Ibr generation and 
transmission resources ol~rated as part o f  the PJM Region: 

iv) Pro',idc or coordinate the pro',ision of ancillar+', ser,.ices necessar> tbr the 
operation c, fthc PJM Region or the PJM Interchange Energ', Market: 

v) I)etcmfine and declare that an Vmergenc> is expected to exist, exists, or has 
ceased to exist, in all or an> part of the I'JM Region, or in anofller directl.', or 
indircctl> interconnected Control Area and ser',c as a primar.,, point of contact 
[br interested state or federal agencies: 

', i) Enter into (a) agreements Ibr the transfer of  energy in conditions constituting an 
Vmcrgcncy in the PJM Region or in an interconnected ('ontrol Area-. and the 
nlutual pro',ision of other support in such Fmergcnc', conditions v, ith other 
interconnected ( 'onmd Areas, and (b) purchases of Emergcnc.,, cnerg,, oft~red 
by' Members from generation resources that are not CapaciLv Resources in 
conditions constituting an I'mergenc? in the PJM Region: 
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1.7.9 I)elive O' to an External Market Buyer. 

A purcha~ of Spot Market klnerg 5 b 5 an ['xtemal Market Buyer shall be delivered to a 
bus or buses at the electrical I'xmndaries of the PJM Region specified by the Office of the 
Interconneetion. or to load in such area that is not ser',ed by Nctv, ork Iransrnission Ser,,ice. using 
Point-to-Point l'ransmission Ser,,ice paid tbr by' the t'xternal Market Fluyer. Further del i ' , e r )of  such 
energy shall be the responsibility of the External Market Bu.',cr. 

1.7.10 Other Transactions. 

(a) Market Participants ma', enter into bilateral comracts fur the purchase or sale of 
electric energy to or from each ottler or any other entity, subject to tile obligations of Market Participants 
to make (Jcncratitm ('apacit', Resc, urces a',ailable for dispatch by the Office of the Interconnection. 
Bilateral ammgements that contemplate the physical transfer of energy to or fi'om a Market Participant 
shall be r¢lxwted to and coordinated xsith the Office of the Interconncction in accordance ','.ith tiffs 
Schedule. 

(by Market Participants shall have ND~t Market Backup ~,.ith respect to all bilateral 
tran.~tctions that arc not dynamically scheduled pursuant to Section 1.12 and that are curtailed or 
inten'upted for an t reason (except tbr curtaihnents or interruptions through actixe load management tbr 
load hxzated ~ ithin tile PJM Region). 

(C) 1o the extent the ()ttice of the Interconnection dispatches a (ienerating Market 
Buyer's generation resources, such Generating Market Buyer may elect to net the outptlt o I  + st|oh 
resources against its hourly' Equivalent I.oad. Such a (iencrating Market Bu,,er shall be deemed a buyer 
from tile PJM Interchange Energy Market to the extent of its PJM Interchange Imports. and shall he 
deemed a seller to the PJM Interchange Energy Market to tile extent of its P.IM Interchange Exp~wts. 

(d) A Market Seller may self-supply Station Pov, er for its generation tacilit,, in 
accordance v. ith the t;allov, mg pro,, isions: 

(i) A Market Seller ma.,. sell-supply Station Po~er tbr its generation 
facility during any nlonth (I) xsben tile net output of such facility is 
positive, or t2) xsben the net output of such [acility is negati',e and the 
Market Seller during the same month has a,,ai[able at othcr of its 
generation lacilities positi,,e net output in an amount at least sufficient 
to offset fully such negati',e net output. For purl'x+ses of this subsection 
(d). "net outptlt+" of a generation t~cility during an,, month means the 
facilit,,'s gross energ> output, less the Station Pov~er requirements of 
such facility, during that month. Ihc determination of a generation 
thcility's or a Market Seller's monthly net output under this subsection 
(d) mill apply only to detemline v, bether tile Market Seller self-supplied 
Station Pov, er during the month and ',',ill not atl~zct the price of energy 
sold or consumed by' the Market Seller at an)' bus during any hour 
during the month. For 
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b) l 'he Ollice of the InterconnectiDn shall obtain and maintain for each Spinning 
Reser',e Zone an amount of Spinning Reser',e equal to the Spinning Reser,,e objecti',e for such 
Spinning Reser',e Zc, ne. as specified in tile PJM Manuals. 

c) The Spinning Reserve capability of a unit shall be the increase in energy' 
output achievable by tile unit v. ithin a continuous 10-minute period. 

d) A unit capable of automatic energ.~ dispatch that also is pro,, iding Spinning 
Reser',e shall have its energ;, dispatch range reduced by the amount of the Spinning Reserve 
provided, l h e  anlount of Spinning Reser',e pro,.ided by a unit shall ser',e to redefine the Normal 
Maximum Generation energy limit of that unit in that the alTiOUnt of Spinning Reser', e pro~,ided shall 
be subtracted fi'om its Nonnal blaximum Generation energ,, limit. 

1.7.20 Communication anti Operating Requirements. 

(a) Market Participants. liach Market I'articipant shall ha',e, or shall alvangc to 
have, its transactions in tile P.IM Interchange I'merg,, Market subject to control by a Market Operations 
Center. ,a ith staffing and comnmnications s)stems capable of real-time communication ',; ith tile Ott'ice 
of the Interconnection during nonnal and t'mcrgency conditions and of control of tile Market 
Participant's rele,,ant load or lacilities sutt'icient to meet the requirements of the Market Participant's 
transactions v, ith the PJM Interchange I':nergy Market. including but not limited to the l'cfllov, ing 
requirements as applicable. 

(by Market Sellers selling from resources within the I'JM Region shall: report to the 
Office of the [nterconncction sources of energy available for operatic, n: supply to the ()tlice of the 
Interconnection all applicable ()tier Dam: report to the Ottice of tile [nterconnection traits that arc 
se l f  scheduled: report to the Office of the Interconnectkm bilateral sales transactions to buyers not vdtbin 
tile PJM Region: contirm to the Office of the Interconnection bilateral sales to Market t'lu.~ ers v, ithin tile 
P.IM Region; respond to the (.)flice of the hlterconnection's directives to start, shutdo~n or change 
output le',els of generation units, or change scheduled voltages or reacti',c output le,,els: continuousl,, 
maintain all Offer [)ata concurrent ,aith on-line operating intbnnatkm: and ensure that. ~here so 
equipped, generating equipment is operated with control equipnlent thnctioning as specitied in the PJM 
Manuals. 

(c) Market Sellers selling from resources outside tile PJM Region shall: provide to 
the Office of the lnterconnection all applicable ()tl~:r Data. including offers specif>ing amounts of 
energy available, hours of a',ailability and prices of energy and other ser',ices: respond to Otlice of the 
Interconnection directives to schcdt, le deliven' or change delivery schedules: and communicate delivery 
schedules to the Market Seller's Control Area. 

(d) Market Participants that arc I.oad Serving lintities or purchasing on behalf of 
l.oad Set'ring Entities shall: respond to Office of the hlterconnection directives tbr load management 
steps: report to the Office of the Interconnection Generation Capacity Resources to ~ttis~ capacity 
obligations that are available tbr pool operation: rel'x)rt to the Oltice of the lntereDnnection all bihtteral 
purchase transactions: respond to othcr Oflice of the Interconnection directhes such as those required 
during Emergent? operation. 
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adequatel 3 resob, ed. or discloses a need tbr changes in standards or policies established in or pursuant to 
the Operating Agreement. an; of  the tbregoing parties may make a `'`'ritten request for revim`' of  tile 
matter by tile Members Committee. and shall include v, ith the request tile for',`'arding part,, 's 
recommendation and such data or infommtion (suPtwct to confidentialit> or other non-disclosure 
requirements) as ,,`'ould enable tile Members ( 'ommittee to assess the matter and tile recommendation. 
lhe Members Commhtcc shall take such action on tbe recommendation as it shall deem appropriate. 

I,d) Subject to tile right of  a Market Participant to obtain correction el 'accounting or 
billing errors, the 1.[.(" or a Market Participant shall not be entitled to actual, compensatol2,. 
consequential or punitive damages, opportunil\ costs, or other lbrm of reimbursement from the LLC or 
any other Market Participant for an`' loss. liabilit,, or claim, including an.v claim [br lost proths, incurred 
as a result o f  at mistake, error or olber fault b,, the Office of  the Interconnection in the selection. 
scheduling or dispatch of  resources. 

l.g Pre~heduling. 

The follov, ing procedures and principles shall go',ern the prescheduling acti,,itics necessary to 
plan tbr tile reliable operation of  the PJM Region and for the efficient operation of the PJM Interchange 
Energ', Market. 

1.9.1 Outage .%¢hl:d uling. 

l h e  Otlice of  the lnterconnection shall I',e resDmsiblc tbr coordinating and appm', ing 
requests tbr outages of  generathm and transmission facilities as neccssar`' tbr the reliable operation of  
the PJM Region. in accordance \~ith tile PJM Manuals. lhe ()t]]ce el 'the Inlerc~,nneclion shall maintain 
records of  outages and outage requests oftbese lhcilities. 

1.9.2 Planned Outages. 

(a) A (;enerator Phmned ()utag¢ shall be inchlded in Generator Planned Outage 
schedules established prior to tile scheduled start date tbr tile outage, in accordance ~ilh standards and 
procedures specified in the PJM Manuals. 

(b) "['he ()ffice o f  tile Interconnection shall conduct Generator Planned ()utage 
scheduling tbr (;cncrafi,,u Capacity Resources in accordance '̀̀ ' ith tile P, cliabilit`' Assurance Agreement. 
the Rel;~abilitv ,\~,-,uraf~'e .-\greemem-~3,e'~L the Reli~tlqlitv ,\-,sunmce Agreemenl-%,uth. and the I'JM 
Manuals and in consultation ,.~.ith the Members o,,',ning or controlling the output el ' (  ~t',~.it~- ~,uch 
14resources. A Market Participant shall not be expected to submit el'lets tbr the sale o fenc rg  5 or other 
services, or to satist~, deli`'ely obligations, from all or part of  a generation resource undergoing an 
appro'~ed (ienerator Planned Outage. If tbe Office of  the [ntcrconnection determines that appro',al of  a 
Generator Planned Outage v, ould significantly at'tkct tile reliable operation of  tile PJM Region. the 
Office of  the [nterconnection ma> `'`'ithhold approval or `'~ithdmw a prior approval. Approval tbr a 
Generator Planned Outage of  a i,:cncntlion Capacity Resource shall be ,a ithheld or withdra,,,,n on[', as 
necessa O' to ensure the adequacy el" reserves or the reliability o f  the PJM Region in connection `'~ith 
anticipated implementation or a¥oidance of  Enlergency procedures. If the Office o f  the lnterconnection 
`'`'ithholds or `'`'ithdm~`'s approval, it shall coordinate `'vith the Market Participant o`'`'ning or controlling 
tile resource to reschedule the 
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(ienemtor Planned Outage Dfthe ( ichor[lion Capacit 3 Resource at tile earliest practical tirne, l h e  Otlice 
of  tile Intcrconnection shall if possible propose altemati',e schedules v, ith tile intent of  minimizing the 
economic impact on the Market Participant of  a Generator I)lanned Outage. 

(c) "['he Office of  the lnterconnectkm shall conduct Transmission Planned (.)utage 
scheduling in accordance ',`,ith procedures spccitied in. as applicable, the I(ast Transmission (hsners 
Agreement. West [ mnsmission Ov, ners Agreement. or S,outh Transmission Or.her  Agreement, and the 
PJM Manuals. and in accordance ,a ith the tbllm~ ing procedures: 

(i) Fransrnission Owners shall submit lransmission l'hmned Outage 
schedules one year in advance tbr all outages that arc expected to 
exceed fi',e ,aorking da}s duration or that are anticipated to result in 
significant s,,stem impacts. ~sith regular (at least monthl',) updates as 
ne,a intbrrnation becomes available. 

(ii} I'ransnlission O',,.ners shall submit notice of  all l ransmission Planned 
()umges to the Office of  the lnterconnection by the first da> of  the 
month preceding the iTIonth the outage ~ ill comnlencc. '~, ith updates as 
nov, Jnlbn'nation becomes a`,ailable. 

(iii) If notice o f [  Transmission Pkmned Outage is not pm',ided by the th'st 
day of  the month preceding the month tile outage ,,',ill commence, and if 
such out,age is dctenllincd b 3 the ()ft]ce of the Interconnection u) ha',e 
the potential to cause transmission s} stem congestion, then the Office of  
the InterconnectJon may require the Transmission ()v, ner to implement 
Jill alteFllati",e outage schedule to reduce or a,,oid the congestion. ] be  
()flice o f  the Interconnection shall perform tllis anal`, sis and notit}, the 
lransmission {h`,ner m a timel.', manner i f  it v.ill require rcschcduling 
of the outage. 

(i`,) lhe ()tllce of  the Interconnection shall post notice of  'lransrnission 
Plarmed Outages on ()AS,IS upon receipt of such notice from the 
l 'ransndssion (h~ner: prmided,  ho`,`,e',er, that tile ()t'tice of  the 
Interconnection shall not IX)St on ()AN[S, notice of any component of a 
[ransmission l>lanncd Outage to the extent such component shall 
directl) rc~cal a generator outage. [rt SLl~h ca%e%o the lransmission 
O,,sncr, in addition to pro`,idmg notice to the ()fl]ce of  Interconnection 
as required above, concurrenll,, shall int'oml the affected Generation 
(),.,,net of  such outage, limiting such communication to that necessary' to 
describe the outage and to coordinate v, ith the Generation O',`,ner on 
matters of  sat}t.', to persons, facilities, and equipment. The 
lransmission O~ner  shall not notify,' any other Market Participant of  
such outage and shall ammge any' other necessa U coordination through 
the Office of  the lnterconnection. 

In addition, if the Ott]ce of  the Interconnection deten'nines that transmission maintenance 
schedules proposed by one or more Menlbers v, ould significantl,, atl~zet the etl]cient and reliable 
operation of  the PJM Region. the Ott]ce of  the [nterconnection may 
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establish ahemati'.e schedules, but such alternative shall minimize tile economic hnpact on the Member 
or Members v, llose rnaintenance schedules the Ott]cc o f  the Interconncction proD)ses tu modif>. 

(d) ]he  ()|ticc o f  the lnterconneclion shall coordinate resohltion o f  outage or other 
planning contlicts that may gi'.e rise to unreliable s>stcrn conditions, l he  Members shall compl', w ith all 
maintenance schedules established by the Olt]ce o f  the Interconncction. 

1.9.3 Generator Maintenance Outages. 

A Market I'articipant ma) request appro',al for a Generator Maintenance Outage o1" an,. 
(icncrmion (.'apaci b Resource from the Office of  the Intcrconnection in accordance ',,,ith the timetable 
and other procedures specified in tile PJM Manuals. I he ()fl]ce o f  the Interconncction shall approve 
requests liar (ienerator Maintenance Outages lbr ,uch a (icneration ( 'apacity Resource unless the outage 
would threaten the adcquac> of  reser',es m. or the rcliabilit> of.. the PJM Region. A Market Participant 
shall not be expected to submit ott'crs tbr the sale of  energy or other ser',ices, or to satisf.', deli',er> 
obligations, from a generation r e s o u r c e  undergoing all appro,.ed full or partial Generator Maintenance 
Outage. 

1 .9 .4  Forced Outages. 

(a) t'iach Market Seller that o',,.ns or controls a pool-scheduled resource, or a 
(icncrafi~,n ( 'apacity Resource ,,shethcr or not p(x~l-scheduled, shall: (i) ad,.ise the Of]ice of  the 
Interconnection of  a (ienemtor Forced ()utagc sufi'crcd or anticipated to be sutti:rcd b', an.', such 
resource as promptl,, an p~ssiblc: (ii) pa~,ide the Office of  the Intercunnection ~,,ith the expected date 
and time that the resource ,,,.ill be made available: and (iii) make a record uf  the events and 
circumstances gi,,ing rise to tile (icnerator Forced Outage. A Market Seller shall not be expected to 
submit ott"crs [br the sale of  encrg', or other yen ices. or satist} deli',cr', obligations, t'rom a generation 
resource undergoing a Generator Forced ()utage. A (icncrutk,n Capacit> [/esourcc that does not deliver 
all or part of  its scheduled cncrg> shall be dccmcd to have experienced a (iencrator Forced Outage ,a ith 
respect to such undclivcred encrg',, in accordance ,aith standards and procedures lbr ('ell and partial 
(icncmtor Forced Outages specified in the Reliability Assurance Agreement  th,,2 Reliability -\:,-,urant'e 
A , e r e e n ~ . ~ t .  t |~ tlelial-Mi~-,-%-.-,urm~e I-\~l.~f~.t~lJt-~JtJtl}. and the I).1 M Manuals. 

(b) The Ott'ice o f  the Intcrconncction shall recei'.e notification of  Forced 
l'ransmission ()utagcs, and inlbmlation on the return to ser',ice, o f ' l  ransmission Facilities in the PJM 
Region in accordance v, ith standards and procedures specit]cd in. as applicable, the [(ast '1 ransmission 
()x~,ners Agreement. West Transmission Or, net's Agreelllellt, o r  South Transmission ()'.M1cr Agreement 
and tile P.IM Manuals. 

1.9.5 Market Participant Responsibilities. 

Each Market Participant making a bilateral sale co,,ering a r~riod greater than tile 
tbllov.ing Operating Day from a generating resource located within the PJM P, egion for deli',eD outside 
the PJM Region shall furnish to the Ottice of  the Interconnection. in the tbnn and manner Sl:X:cified in 

thc 
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shall provide detailed data justif+', ing such transmission l+acilit} ratings v, hen directed by the ()ttice of 
the ]nterconnection. 

(h) In addition to tile seasonal verification ot" all ratings, each Transmission 
Or, net shall submit to tile OperatiDns Planning l)epartment (or successor I)epartment) of tile Office 
of the [nterconnectiun updates to its transmission facilit} ratings as soon as such 'lransmission 
Owner is av, are of any changes. Such l 'ransmission ()',,.ner shal[ provide the O[+l]ce of the 
lnterconnection v, ith detailed data justif.', mg all such transmission facility ratings changes. 

(c) All 'I ransmission 0'.~. hers shall submit to the Operations Planning Department 
(or successor l)epartment) of  the Office of  the [nterconnection Ibrmal documentation of an} 
procedure lbr changing facilit 5 ratings under specific conditions, including: the detaih:d conditions 
under 'Milch such procedures v. ill apply, detailed explanations o f  such procedures, and detailed 
calculations justifying such pre-established changes to faeilit} ratings. Such procedures must be 
updated t;'dce each +',ear consistent v, ith the pro', isions uf this  Section. 

1.9.9 O f f i c e . f  the [ntereonncetion Responsibilities. 

(a) ' lhe Office of the [nterconnection shall perform seasonal operating studies 1o 
assess tile tbrecasted adequac) of generating rescr',es and of the transmission s+', stem. in accordance ',~ ilia 
the proeedurt:s specified in the PJM Manuals. 

(h) The Office oftbe Interconncction shall maintain and update tables setting tbrth 
Operating Rcser',e and other reser',e objecti','cs as specified in tile PJM Manuals and as consistent v.ith 
the Reliabilib Assurance Agreement. t,leliabiliP,--~e,~.~ance A~reeme++t-"A.e~. itttd R~,ial-4lio,-.%',~,urat~ce 

(e) I he O/Iice of the Intcrconnection shall reeci'.e and process requests lbr firm and 
non-finn transmission service in accordance ~ ith pr(vcedures specilied in tile PJM l'ariff. 

(d) lhe  Olt'ice ot" the Interconnection shall maintain such data and intbnnation 
relating to generation and transmission titeilities in tile PJM Region as ma~ be nccessaly or appropriate 
to conduct the scheduling and dispatch of the PJM Interchange 12nerg.', Market and PJM Region. 

(c) lhe Ol+llce ot 'the Interconnection shall maintain an historical database (flail  
transmission facility ratings, and shall re'.icv,, and ma+', modif.', or reject, any submitted change or 
any submitted procedure tbr pre-established transmission facility rating changes. An.', dispute 
betv, een a l ransmission Owner and the Office of tile Intereonnection concerning transmission 
facility ratings shall be resob, ed in accordance v, ith the dispute resolution procedures in schedule 5 to 
the ()perating Agreement: provided, however, that the rating le',el determined by the Office of tile 
]nterconnection shall go',ern and be effective during the pendcnc} of an', such dispute. 

(t) The Office of the Intcrconneetion shall c~',rdinate v, ith other interconnected 
Conm+l Area 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 pr(x:esses to 
implement a [)a}-ahead linerg', Market and a Real-time Fnergy market. 
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each such self-scheduled resource ,.',ill disconnect or reduce output, or confinnatkm of the Market 
Bu',er's intent not to reduce output. 

(c) All Market Participants shall submit to the Office of  the lnterconnection 
schedules for an',' bilateral transactions involving use of generation or Fransrnission Facilities as 
specified below, and shall intbml the ()lt~ce of the IntereDnnection ',~hether the transaction is to be 
included in the Day-ahead Energy market. Any Market Participant that elects to include a bilateral 
tran.,atction in the Day-ahead l!nergy Market may specil} the pricc (such price not to exceed the 
maximum price that ma.~ be specified in the P.IIM Manuals). if any. at v.hich it ',,.ill be '.,.holly or partially 
curtailed rather than pay' Transmission (7ongestion Charges. lhe lbregoing price specification shall 
apply to the price dilt;:renee bet',,,cen the specified bilateral transaction source and sink ixfints in the day- 
ahead scheduling process only. An', Market Participant tbat elects not It} include its bilateral transaction 
in the I)ay-ahead [!ncrgy Market shall inform the Otlice of the Intcrconnection if the panics to the 
transaction are not '~,,illing to recur "l'mnsmission ('ongestion Charges in the Real-time l-.nerg', Market in 
order to complete any such scheduled bilateral transactkm Scheduling uf bilateral transactions shall be 
conducted in accordance v, ith the specifications in the PJM Manuals and the follov, ing requirements: 

i) Internal Market I:hL',ers shall submit schedules for all bilateral purchases 
tbr deli',eQ v, ithm the P+IN1 Region. v, hether t'rum generation resources 
inside or outside the P.IM Region: 

ill Market Sellers shall stlbmit schedules tbr bihtteral sales to entities 
outside the PJM Region from generation v, ithin the PJM Region that is 
not d} namicall} scheduled to such entities pursuant It) Section 1.12: and 

iii) In addition to the tbregoing 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 ('ontrol Area. 

(d) Market Sellers v, ishing to sell into the I)a',-ahcad Energy Market shall submit 
offers for the supp[) of energy (including energ> l'rom hydropm~er units). Regulation. Operating 
Reserves or other ser,,ices for the folhv,,.ing Operating l)ay. ()ftkrs shall be submitted to the ()flice of 
the lnterconnection in the lbnn speeilied b5 the ()ffice of the Interconnection and shall contain the 
information specified in the Office of the Interconncction's Offer Data specification, its applicable. 
Market Sellers ov, ning or controlling the output o f }  ~. ienutathna Capacity Resource that +~+>. sell- 
supplied or ol/k'red ~lnd h-a+,-+~+l-.clcared in a I~,a',e Re..idtml ,\uctitm or [ttcrelncnlal Auction as spccilicd 
in ,\ttachmcnt Y of the ILl\! laril't; and that has not been rendered unavailable b', a Generation Planned 
Outage, a Generator Maintenance Outage. or a Generation Forced Outage shall submit offers tbr the 
available capacity o['sueh (iclleration ('apacity Resource. including any portion that is sellLscheduled by 
the Generating Market Buyer ck:i:zziag t!:= r e ~ u r v e - ~ , - - ~ y  t'~.es.t+utee. The stlbmission of c, ffers 
for resource increments that are t~R-(-'ap.at:ity Re*m+'ees ha; c not cleared m a Ba,,¢ Residual Auction or 
an Incremental Auction shall be optional, but any such offers must contain the inlbnnation specified in 
tbe Office of the Interconnection's Offer Data specification, its applicable. Energy ofl~red from 
generation resources that are t~,+t ha~e not cleared a Base Residual Auction or an Incremental . \uct ion 
C~ff~city Re-.~m+c-es--shall not be supplied from resources thal are incltJded in or otherv, ise committed 
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to supply' the Operating Reserves ofa  ('ontrol Area outside the PJM Region. l h e  tbregoing offers: 

_eneratt*m (icnclatlOll t'e~lt£~.e I{(.'SOUl'CC ,:tlld energy lbr each I i) Shall specit~, the '2 " " 
Ilour in tile ofl~r period: 

ii} Shall specil!,' the arnounls and prices lbr the entire ()perating Day |br each 
resource component ofl'ered by the Market Seller to tile Office of the 
Intcrconnection: 

iii) If based on energy from a specific generating trait, may spccit'.', start-tap and no- 
load l~'es equal to, the specific,ation of  sucll l'ces for such unit on file '.,'.ith the 
Office of  the Inlercormection: 

i'.) Shall set tbrth any special conditions uDm v, hich the Market Seller proD~ses to 
supply a resource incrcment, including any curtailment rate specified in a 
bihtteral contract for tile output oftbe resource, or all} c:.tncelkttiorJ t~.'es; 

',) Ma', include a schedule of ottizrs tbr prices and operating data contingent on 
acceptance by the deadline specified in this Schedule. ~',ith a second schedule 
applicable if accepted after the forcgohlg deadline" 

',i) Shall constitute an ott;.:r to submit the resource increment to the ()l]]ce of tile 
Interconnection tbr scheduling and dispatch in accordance v.ith the terms of the 
oltbr. ',qlieh offer shall remain open through the ()perating I)a) for v, hich tile 
ollbr is submitted: 

",, ill Shall be fhlal its to the price or prices at '.'.hich the Market Seller proposes to 
supply energy or other ser',ices to tile PJM Interchange Energy Market. such 
price or prices being guaranteed by the Market Seller tbr tile period extending 
thrtmgh the end ot'tbe t'ollo'~, ing Operating Day: imd 

,, iiu ,,iii~. Shall not exceed an energy offer price of $1,00(l'lllega'¢~ art-hour: alltl 

ix) I fa  ( icnclal ion ( 'apacit 5 I~csource ~u', scl l- ,upplicd or ~l'lL'rcd and 
cleared tile I~,ase R, csidual . . \ t lCtiOII o r  nn Incremental .\tlclitlrl kind i ~, 

comntittcd Io satisl~ Rc~,ourcc ()pcr~nional I<cliabilit 5 l,'.cquirentcnl,L a~, 
d¢l'lncd hi Schedu le  9. l ol the leelJahilit~ .\>.Stll'dncc :\gleClllClll. Ihc 
\ la rket  gc[]c'i- nlu:-,I speci I~, such specilic ~,pcr~fling ;lttril',Hles. 

Issued B~: 

Issued On: 

(e) A Market Seller that wishes to make a resource a'.ailable to sell Regulation 
sersice shall submit all offer lbr Regulation that shall specit~,' the M~'  o f  Regulation being 
offered, the Regulation Zone for s~.hich such regulation is olt~red, the price oftbe offer in dollars 
per MVeh. and such other inlbrmation specilied by the Ottice of the lnterconnection as ma', be 
necessa~ry" to evaluate the ofl~r and the resource's oplx'Jrtunity costs. The price of the off;zr shall 
not exceed $10(} per MWh in the case of regulation ott~'red tbr all Regulation Zones, except that 
offers lbr Regulation by American Electric Pov.er Company and Virginia Electric Pov.er 
Compan> and/or their respective affiliates for the Regulation Zone comprised of the E('AR 
('ontrol Zone(s). MAIN ('ontrol Zone(s), or the VACAR Control Zone shall be cost-based 
consisting of the follo~ mg components: 

i. The costs (in $/M\~. ) of the fuel cost incrcase due to the hcat rate increase 
resulting from operating the unit at Imser MW output incurred from the 
pro'. ision of  Regulation: 
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it. [ h e  cost increase (in $/MW) ill ",ariablc operating and maintenance costs 
resuhing fi'om operating the unit at Iov, er MV.' output incurred from the 
pro~ ision of  Regulation: and 

iii. An adder of  up to $7.50 per MW of Regulation pro'.ided. 

Qualified Regulation capability must satist~, the ,.eril]ca6on tests specified in tile PJM Manuals. 

(13 I-lath Market Seller o'.~.ning or controlling the output o f a  (]cneration Capacit> 
Kesourcc shall submit a lbrecast of  tile a,.ailability of  each such (icncration Capacity Resource lbr the 
next se',en da>s. A Market Seller (i) ma,, submit a non-binding forecast of  the price at '~.hich it expects 
to Dll'cr a generation resource increment to tile Oltice Df the [nterconncction D~er tile next sc,.cn days. 
and (it) shall submit a binding offer for cncrg>, along v, ith st.:ll'l-tlp and no-load fi:es, it" an 5` t'~+r tile next 
se~,en da'.s or pan thereof t'c~r any generation resource '~.ith minimum notification or start-up 
requirement greater than 24 hours. 
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(g) Each offer by a Market Seller ofa  (,cncrati~,n ('apacity Resource shall remain in 
effect for subsequent Operating l)a)s until superseded or canceled 

(h) The Oltice of tile lnterconneetion shall post on the PJM Open Access 
Same-time lnlbrmatiDn System the total hourly loads scheduled in the l)a~-ahead Energy Market. as 
',\'ell as. its estimate of the combined hourly load of the Market Buyers t'~+r the next tour days. and peak 
load forecasts tbr an additional three day s. 

(i) All Market Participants may submit Increment Bids and~or Decrement Bids that 
apply to the Day-ahead Energ', Market onl.',. Such bids must comply \', ith the requirenlcnts set tbllh in 
the PJM Manuals and nltlsl specil}, atnount+ location and price, if any, at ;\hich the Market Participant 
desires to purchase or sell energy in the Day-ahead Energ'. Market. "l'he Office of tile lnterconnection 
may require that a market participant shall not submit in excess of 3000 bid/offer segtnents m tile 
Day-ahead Energy Market. v, hcn the ()fl]ce of  the lnterconnection determines that such limit is 
required to a,,Did or mitigate significant system perlbnnance problems related to bid/oftkr 
volume. Notice of  the need to impose such limit shall be provided prior to 10:00 am.  I !P I  on the 
du~ that the Day-ahe+,d l.nerg', M+,rkct ,.',ill clear. For purposes Dfthis  prDxision, a bid.offer 
segment is each pairing of price and mcgav, att quantity submitted as part of an Increment Bid or 
Decrement Bid. 

(j) A Market Seller that ,,\ishes to make a resource a,,ailabl¢ to sell Spinning 
Reser\e shall submit an oft'er for Spinning Reserve that shall specit~ the megav, att of Spinning 
Rescr\'e being offered, the price ol'the offer in dollars per mcga,aatt hour. and such other inlbrmation 
specilied by the ()ffice of the Intcrconnection as ma', be necessary to e'..aluate tile offer and tile 
energy used by the resource lo pro',ide tile Spinning Rcser',e and tile resource's unit ~peeit'ic 
opportunity costs, lhe price o[" the offer shall not exceed the ,.ariable operating and maintenance 
costs for pro',iding Spinning Reser\e plus sc\en dolhu's and fitiy cents. 

(kl Xlarkct Seller,, o\~ning or controlling tile (iullptll ~.q a [)ctnand I?,esourc~: 
that x,,a., sell-supplied o( oll~.'rcd :ltl~.l clcarcd in Ihc }g~l-,¢ Rc-:idtlal . \uct ion ol one ~,1" the 
Inercmcntal .\ucti~m-,, ~,r o',,,mng ,,1 conlr~nllhlg lhc ~uJtpul ¢~1 all I I R  rc.~ourcc ',',hicl', ",,.m, 
cerl i f icd as >pccil'icd in .\ t taehnlcnt "~ ~ l t hc  PJXl laril ' l : ma', subnfit demand rcducli~m bids Ior 
the axailal',lc load rcdllcl ioll capabil i l) ~l" thc I)clllalRt Rc~,ourcc or I I .R LC>OUlCC. lhc 
subnlis~,iorl o f  dt 'in,uld l'cdtlcliorl hids Ibr I'CSOLIFCC illCrClllClllS that b a \ c  rlol c leared  ill the I'msc 
I<u~,idual r\UCli(lll o r  ill orlc ()J I[le hlclelncllldl :\uctiol]S, ol lot I[ l< rcsoutce:, lh~l[ %~.CIC riO( 
certified, shall bc optMnal~ btlt all}' such bids nlu~,t contain tile i111~]l'lllalioll spccilicd in the P.INI 
I{conollliC I.oad Response Plogralll [0 be inchldcd hi ~,uch bil ls  .-\ [)Clllatld Rc>(Itlrcc that ,,,,ax 
selt'-'~upplicd ol olt~:r'cd and cleared in a l:l;l:,e I{csidual ..\uction or an ]ncrcmeruul . \uclion may 
submit a dclnand reduction bid ill the l)a',-ah,,:ad I inergy Market  a.s specified ill the }.conomic 
load Response Program. p lo \ ided hn\~c~el'~ that in the event o l  an I nlcrgerleX: PJM shall 
require J)emand Rcsourccs and l iP,  rcsourccs Io rcducc load not\\ithst:.uldiilg thai tile /o l la ]  
I .MP at the timc such 1 mergcncy is declared is below the price idcnt i tk 'd m the demand 
rcdtletiorl bid. 
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1.10.2 Pool - schedul t~ l  Resources .  

Pool-scheduled resources are those resources for ,ahich Market Participants submitted 
otters to sell energy in tbe Day-ahead Imergy Market and v, hich tile Office of  the lnterconncction 
scheduled in the Da,,,-ahead Energ> Market as ;,,ell as generators committed by' the Off'ice of  the 
lnterconncction subsequent It) the Day-ahead Encrg,. Market. Such resources shall be committed to 
pro',ide energ) in the real-time dispatch unless tile schedules for such units are revised pursuant It) 
Sections 1.10.9 or 1.1 I. Pool-scheduled resources shall be governed by tile lbllov.ing principles and 
procedures. 

(ai l 'ool-scheduled resources shall be selected b,. tile Ott'ice of  the Interconnection 
on tile basis of  the prices ofl;,:red for energ> and related services, stall-up, no-load and cancellation t;acs. 
and the spccit]ed operating characteristics, ottered by Market Sellers to the O[Iice of  the Interconnection 
by tile offer deadline specified in Section I.I 0.1A. 

(h) A resource that is scheduled by a Market Participant to support a bilateral sale. 
or that is self-scheduled b'. a Generating Market Bu'.er. shall not be selected b'. the ()fl'ice of  the 
lnterconnection as a pool-scheduled resource except in an IimergenQ. 

(c) Market Sellers olt'cring energ', from h}drupov.er or other thcilities ~ith luel or 
en,,ironnlental limitations may submit data to the C.tt'ice of tbe  Interconnection that is sutt':cJent to 
enable the Oltiee ot'thc Intcrconnection to determine tile a,,ailahle operating hours of  such tacilities. 

(d) "['he Market Seller of a resource selected as a pool-scheduled resource shall 
recei'.e pa>ments or credits tbr energ), or related ser'.ices, or lbr stall-up and no-load t~:es, from tile 
Ott'ice o[" the Interconnection on behalf of  tilt Market Bu,~crs in acc~)rdance v. ith Section 3 of  this 
Schedule I. Altemativel}, the Market Seller shall receive, in lieu of  starl-up and no-load fees. its actual 
costs incurred, il 'an',, up to a cap of  the resource's start-up cost. if the Ot't]ee of  the 
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Inlerconnection cancels its selection o f  the resource as a pool-scheduled resource and so notifies the 
Market Seller betbre the resource is s) nchronized. 

(e) Market Participants shall make a',ailable their pool-scheduled resources to the 
Office of  the Interconncction tbr coordinated operation to supply the Operating Reser,,es needs of the 
applicable Control Zone. 

1.10.3 Self-scheduled Resources. 

~,elf-scheduled resources shall be go,,emed b) the lbllov, ing principles and procedures. 

(a) [-ach (.ieneraling Market Bu',er shall use all reasonable eftbns, consistent v, ith 
Good I. tilt b Practice. not to sell-schedule resources in excess of its Iiqui', alent I.oad. 

(b) l h e  off`ercd prices of  resources that are se l f  scheduled, or otherv.isc not 
tbllov, ing the dispalch orders of`the ()l'fice Ot'lhe Inierconncction. shall not he considered b', II~e ()/lice 
of`the Interconncction m detemfining I.ocational Marginal Prices. 

(c) Market Parlicipants shall make a,.ailable their self~,d~eduled resources to the 
()tt'ice el" the Interconnection for coordinated operation to suppl,, the Operating Reser,,es needs of the 
applicable £'ontrol Zone. b', submitting an offer as to such resources. 

(d) A Market Participant sell:scheduling a resource in the I)a.',-ahead l.nerg) 
~,larkel that does not deli',¢r the energ) in the Real-time I']ncrgy Market. shall replace the cnerg', not 
dcli',ercd ,.~ ith encrgx from the Real-lime Energ) Market and shall pa'. f`~r such encrg', at the applicable 
Real-time Price. 

1.10.4 Capacily Res,'ouree~. 

(a) A (icncraik~n Capacity Resource Ihat i', sclccted as a ptx4-scheduled resource 
shall be made a',ailable tbr sclleduling and dispatch at the direction ol'lhe ()f`ficc of  the Inlcrconnection. 
~,uch a ~, ( ;Chelation ('apaci b Resource that does not deli'.er energ} as scheduled shall be deemed to 
have exi~ricilced -a (.ienerator Forced ()ulaTe to the exlellt Of such cnerg~ Rot deli',ered. A Market 
Participant ofl~srin[4 such (icncrali{,n ('apaci b Resource in the l)ay-ahead Imcr~? Market shall replace 
the chert', not dcli,,ercd ~s ith enu'rg.~ li'om the Real-time [{ncrg.,, Market and shall pa', Ibr such chert', at 
Illc applicable Real-lime Price. 

(h) liner[z) from a (icnclation ('apacii', Resource thai has not heen scheduled in the 
l)ay-ahead Energ) Market nla', be sold on a bilateral basis b.,, the Market Seller. ma> he scllLschcduled. 
or may be ol'l~red Ibr dispatch during tbe Operating l)ay in accordance ~i ih the procedures specified in 
this Schedule. ~,uch A a (k'ncralion ('apacity Resource that has not been scheduled in the Day-ahead 
['nerg) Market and thai has been sold on a bilateral basis must be made a~,ailable uFm request to the 
Oll]ce of  the Inicrconneciion for scheduling and dispatch during the Operating l)ay if'the Office o f  the 
Interconncction dechlres a Maximum (ieneration l'rnergenc),. An )  such resource so scheduled and 
dispatched shall recei~c the applicable Real-time Price Ibr encrsy delivered 
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(c) A ( iencrathut Capacity Resource that has been self-scbedLded shall not recei'.e ] 
payments or credits for  start-up or no-load fi:es. 

1.10.5 External Resources. 

(a) lixtemal Resources ma.', subrnit offers to the I'JM Interchange linergy Market. 
in accordance ,aith tile da}-ahead and real-time scheduling processes specified abw.¢. An External 
Resource selected as a p~×fl-scheduled resource shall be made a,.ailable tbr schedulin~ and dispatch at 
the direction of'the Olt'icc of  the IntercDnnection, and except as specilied belov, shall be compensated tm 
tile same basis as other pool-scheduled resources. I-ixternal Resources that arc not capable of  dynamic 
dispatch shall, if selected by the Office of  the Interconnection on the basis of  the Market .'qellcr's Oficr 
Data. be block loaded on an hourly scheduled basis. Market Sellers shall offer External Resources to the 
PJM hlterchangc Energ 5 Market on either a resource-specific or an aggregated resource basis. A 
Market Participant ,.'.hose pool-scheduled resource does not deli',cr the cncrg,,, scheduled ira the Da}- 
ahead Entre ' .  Market shall replace such energy not dcli',ercd as scheduled ira the Da'.-ahcad Encrg.', 
Market v.ith entre> ti'om the IUM Real-time Entre.,. Market and shall pa.,, for such energ,, at the 
applicable Real-time Price. 

(b) Oflixs tbr t',xtcrnal Resources fronl an aggregation of  tv.o or more generating 
units shall so indicate, and shall spccit}., in accordance v.ith the Ott"cr I)ata requirements sD:cilicd by the 
Office of  the Interconnection: (i) energy prices: (ii) hours of  energ 5 availabilit>: (iii) a minimum 
dispatch level: ( i ~ ) a  maximum dispatch le'.el: and (~) unless such intbnnation has pre,.iuusl,, been 
madc a,,ailablc to the ()ffice of  the Intcrconncction, sutticicnt inlbmmtion, as specified in the PJM 
Manuals, to enable the Office of  the lntcrconnection to model the fiDv, into the PJM Region c,f an ;  
energy from the [ixternal Resources scheduled in accordance u.ith tbe ()flier Data. I f a  Market Seller 
submits more than one otliar on an aggregated resource basis, the v, ithdrav.al of'any such offer shall be 
deemed a '.,.ithdra~al of  all higher priced oflScrs for the same period. 

(c) Offers lbr External Resources on a rcsourcc-spccit]c basis shall spccit;, the 
resource being otliercd, ahmg v.ith the mtbnnation specified in the ()lt;er Data as applicable. 

i.10.6 External Market Buyers. 

(a) l)eli,.erics to an t-xtemal Market Bu)cr not sut!ject to dsnamic dispatch b }  the 
Office of  the Interconnection shall be delivered on a block loaded basis to tlae load bus or buses at the 
electrical Nmndaries of  the PJM Region, or in such area '.'.ith rcspcct to an External Market Bu>cr's load 
v, ithin such area not servcd by Network Service, at ',,.hich the energy is delivcrcd to or tbr the l!xtcrnal 
Market Bu}er. l!xtcmal Market Buyers shall be charged or credited ;it either the I)ay-ahead Prices or 
Real-time Prices, ',,,hicbcvcr is applicable, for cncrg', at the foregoing load bus or buses. 

(b) An External Market Bu' ,cr 's  hourly schedules for energy purchased from the 
PJM Interchange Entre ' .  Market shall confoma to the ramping and other applicable requirements of the 
interconnection agreement bet',,.ccn the I'JM Region and the Control Area to u.hich, v~hcthcr as an 
intcrmcdiate or final I'x)int of  deliver}, the purchased energy '.',ill initially be delivered. 
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output o f  pool-scheduled resource increments as nccessar,. : (a) to maintain reliabilit.,,, and subject to that 
constraint, to minimi:,'e the cost o f  suppl>ing the energy, reserves, and other ser,.ices required b~ the 
Market Bu>ers and the operation of the PJM Region: (b) to balance load and generation, rnaintain 
scheduled tie tlox,.s, and pro',ide frequenc) support '.'.ithin the PJ~.I Region" and (c)to minimize 
unscheduled interchange not frequenc) related bet,>.een the PJM Region and other Control Areas. 

I.I 1.2 Operating Basis. 

In carrying out the foregoing objecti'.es, the Office ot+the Interconncctkm shall conduct 
the Dpcmtion of" tile P.IM Region in accordance ',~.ith tile PJM Manuals, and shall: (i) utilize a'.ailable 
generating reser,,es and obtain required replacements; and (ii) monitor the a'.ailabilit> of adequate 
r e s e r v e s .  

1.11.3 Pool-dispatched Resou tees. 

(a) The Ollicc of  the Interconnection shall il'nplement the dispatch of  cnerg) (?on1 
pool-scheduled resources ~,ith limited energ', b) direct request. In implementing mandator) or 
ecc.monlic use of  limited energ> resources, the Office of  the Intercoltnection shall use its best efl'orts to 
select the most economic hours of operation for limited energ.', resources, in order to make optimal use 
of  such resources consistent ",',ith the d)namic load-tbllo~,.ing requirements of  the P.IM Region and the 
a~ailability o f  other resour~:es to the Ott]ce of  the lntcrconnectk, n. 

(b) lhe ()flice of  the Interconnection shall implement the dispatch of  energ,, from 
other D)ol-dispatchcd resource increments, including generation increments from (_'apacit.'. Resources 
tile remaining increments ot',.,.hich are selt'-scbeduled, b,. sending appropriate signals and instructions to 
the entity controlling such resources, in accordance ~.,.ith the PJM Manuals. t!ach Market Seller shall 
ensure that the entit', controlling a pool-dispatched resource offered or made a~,ailable b'. that Market 
.%eller con]plies '.,.ith tbe energ.v dispatch signals and instructions transmitted b,. the ()ft~ce of  the 
]nterconnection. 

I . I I . 3 A  Maximum Generation l,'mergene). 

If tile Oflice of the lnterconnection declares a Maximum Generation l!mergency, all 
deliveries to load that is ser',cd b'. Point-to-Point Iransnlission Scr'.icc outside the I)JM Re~gion fi'om 
(lencl'atioll ('apacit'. Resources ma,. bc interrupted in order to scr~ e load in the P.IM Region. 

I . I  1.4 Regulation. 

Ca) A 5.larket Flu}er )'nay satisl~ its Rcgulation Obligation from its o'.,.n resources 
capable (1|" pcrfnrming Regulation service, b,, contractual arrangements ,,,.ith other Market Participants 
able to pro'~idc Regulation ser,.ice, or b> purchases from the PJM Intcrchange l'ncrg,, Market at the 
rates set tbrth in S, ection 3.2.2. 

(b) ]he  Office of  the Interconnection shall obtain Regulation ser~,icc from the 
least-cost altcmati,,es a,,ailable from either pool-scheduled or sel f  scheduled resources as needed to 
meet Regulation Zone requirements not other,Mse satisfied by the Market Bu.,.ers. Resources offering 
to sell Rcgulation shall be seicctcd to pro~, i(.le Regulation on thc 
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4. RATE ] ' A B L E  

4.1 Offered Price Rates. 

Spot Market Encrg,., Regulation. ()pcrating Keser',e. and Transmission Congestion are based on 
ottk:rs to the O£fice o['the Interconneetion specitied in tiffs +,'kgrccnlent. 

4.2 Transmission I.osses. 

A',eragc loss tactors shall be as speci|]ed in the I'JM l'arilt'. 

4.3 Emergency Ener~' Purchases. 

l'be pricing t'or l!mergency energ', purchases ,,',ill be detemlined b', the Office of  the 
lnterconnection and: (a) an adjacent ('ontrol Area. in accordance x~,ith an agreement bet,.,,cen tile Office 
o f  the [nterconnection and such ac[jacent Control Area. or (b) a Member. in accordance ,,,,ith 
an'angcnlcnts made b.,, the Office of  Interconnection to purchase energ) ot]~:red b', such Member from 
resources that arc not ('apacit) Resources. 

5. C A L C U I , A T I O N  O F  T R A N S M I S S I O N  C O N G E S T I O N  C H A R G E S  AND CREDITS  

5.1 Transmission C.ngestion Charge Calculation. 

5.1.1 Calculation by Office of the Inlerconnt~ction. 

\Vhen the transmission s,,stem is operating under constrained conditions, or as necessar,. 
to pro'.idc third-part.,, transmission pro,.ider losses in accordance ,,sith Section 9.3, the ()tlice of" the 
Interconnection shall calculate ]ransrnission Congestion Charges tbr each Netv, ork Ner,,icc [ 'ser. tile 
PJM Interchange t nerg,, Market. and each l'ransmission Custonaer. 

5.1.2 General .  

lhe basis lbr tile Transmission Congestion ( 'harges shall be the ditt;,:rences in the 
l.ocational Marginal Prices betv, een points ol + deli,.e D and D',ints of  receipt, as detemfined in 
accordance v, ith Section 2 of  this Schedule. 

5.1.3 Network S e e i c e  1_7~t,r Calculation.  

I 'ach Netv, ork Service User shall be charged tbr the increased cost of  energ.', incurred b.', 
it during each constrained hour to deli',er the output of  its tirm ( ;cneration ( ' apac ib  I~,esources or other 
o+,,ned or contracted tbr resources+ its tirol bilateral purchases, and its non-lint1 bilateral purchases as to 
',vhich it has elected to pay '1 ransmission Congestion Charges. The Transmission Congestion Charge for 
deli,,eries from each such source shall be the Netv,,ork Ser',ice [;ser 's  houri> net bill less its hourly net 
I'JM Interchange pa,,ments or sales as determined in accordance with ,'Section 3.2.1 or S, ections 3.3 and 
3.3.1 ol+this Schedule. 
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7.4.3 Target Allocation of Auction Revenue Right Credits. 

A target alh)cation of Auction Rexcnue Right ('rcdits for each enth} holding an 
Auction Re'.cnuc Right shall he determined for each Auction Re'.cnue Right. After each round of 
the annual Iinancial Transrnisskm Right Auction, cach Auction Re',enue Right shall be di',ided by 
four and muhiplied by tile price dit+ferences for the receipt and deliver,, points associated ,.,.ith the 
Auction Re',enue Right calculated as the l.ocational Marginal Price at the doll',or.', points(s) minus 
the l.ocational Marginal Price at tile receipt point(s), v, here the price for the receipt and deli'~er.', 
point is determined b.', the clearing prices of each round of the annual Financial Transmission Right 
auction. I he dail) total target allocation l'cn" an cntit} holding tile Auction Rexenue Rights shall he 
the sum of'the daily target alh~ations associated ,,s ith all of the cntity's Auction Re',enue Rights. 

7.4.4 Calculation of Auction Revenue Right Credits. 

(a) Each da,., the total of  all the dail) target allocations determined as specified 
abo'.e in Section 7.4.3 plus al D additional Auction Revenue Rights target allocations applicable tbr 
that da.'. shall he compared to tile total re'.enues o[" the monthl) financial lransmission Rights 
auction (di,.ided b.'. the manher of days in the month) plus the total re'~enues of  the annual Financial 
Transmission Rights auction (di'~ided h> the number of days in tile planning period). I f  the total of 
the target allocations is less than the total auction r¢%cnttcs, thc Auction Resenue Right Credit for 
each cntit) holding an Auction I'?,c,,enue Right shall he equal to its target allocation. All remaining 
funds shall be distributed as i(xcess Congestion ('harges pursuant to Section 5.2.5. 

(b) I f  the total ol+the target allocations is greater than the total auction rc',enues, 
each holder of Auction Revenue Rights shall he assigned a share of the total auction revenues in 
proportion to its Auction I'*,cx ¢nuc Rights target allocations tbr Atlction RevellUe Rights ,ahich ha~e a 
positi,.e Target Allocation '.alue. Atlction Revenue Rights xxhich ha,.e a negati,.c larger .Mlocation 
',aluc are assigned the lidl Target Allocation vahle as a negatixc Auction Re,.cnue Right Credit. 

7.5 Simultaneous Feasibility. 

The ()fticc of tile Intcrconnection shall make tile simultaneous t'casihiliL,, determinations 
specified hercin using appropriate po',~.ertlo,.s models of contingenc'.-constrained dispatch. Such 
detcm3inations shall take into account outages of  both individual gmleration units and tran,m~ission 
facilities and shall be based on reasonable assumptions about tile configuration and availahilit> of 
transmission capability during the period covered by the auction that are not inconsistent v~ith the 
determination of the deliverabilit} of(i~:neratien Capacit) Resources under the Reliabilit)Assurance 
Agre~ment:q40-iahilitv,. A-~,~:a~:vee-~g=reemem-~'e-~:-~-~4.~14~bilh~. A,,-.urance Aeeeemeh,4.--g.,~uth. l'he 
goal of the simultaneous t~asibilit} detm'rnination shall be to ensure that there are sufficient revenues 
from l'ransmission Congestion Charges to satist~' all Financial Transmission Rights obligations [br 
the auction period under expected conditkms and to ensure that there are sufficient revenues from the 
annual I-inancial Transmission Right Auction to satisf) all Auction Rc~,enue Rights obligations. 
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V REGISTRATION 

P a r t i c i p a n t s  m u s t  comple t e  the  P J M  E m e r g e n c y  I,oad R e s p o n s e  P r o g r a m  
R e g i s t r a t i o n  F o r m  t h a t  is pos t ed  on the  PJ.M web  s i t e  (www.pjm.com).  The  

folh)win~ g e n e r a l  s t eps  wi l l  be followed: 
I. l h e  participant cDmplctcs the PJM t.,mergenc', l.oad Response Program registration torm 

located on the PJM ',',eb site. 
P,IM re',iev, s the application and ensures that the qualifications are met. including 
• ~crif'. ing that the appropriate metering exists. PJM also confirms u, ith the appropriate 
I.SE and El)(" ~qlether the load reduction is under other contractual obligations. 

Other such obligations may not preclude participation in the program, but may 
require special consideration by PJM such that appropriate settlements are made 

v. ithin the confines of the existing contract, lhe ED(" and tS l :  ha',e ten (1()) 

business days to respond or P,IM assumes acceptance. 
2. PJM intbrms the rcquesthlg participant of acceptance into the program and notifies the 

appropriate l.Sl'-: and H)C or+the panicipant's acceptance into the program. 
Any end-use customer intending to run distributed generating units in support of local load 
l\)I" the purpose of participating in this program must represent in ;,,riting to P.IM that it 

holds all applicable en,,ironmental and use tx:rmhs for running those generators. 

Continuing participation in this program x,. ill be deemed as a continuing representation b'. 
the m~ner that each time its distributed generating unit is rtm in accordance v. ith this 

program, it is being run in conlpliance x~.ith all applicable [~rmits, including :tll~ 
emissions, run-time limit or other constraint on plant operations that may be imposed by 

such permits. 

EMERGENCY OPERATIONS 

PJM '.',ill initiate the request for load reduction t'ollov, ing the declaration of Maximum 
Emergency Generation and prior Iv the implementation of II R AI.M Steps I and 2. 

(Implernentation of the Emergency [.oad Response Program can be used for regional 
emergencies.) It is implemented ,ahenever generatiun is needed that is greater than the 

highest economic incremental cost. PJM posts the request for load reduction on the PJM v.eb 

site, on the Emergency Conditions page, and on el)ata, 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 

PJM requires that the load reduction meter data be submitted to P.IM ~ithin 60 days of  the 

e~ent. If the data are not received ~ithin 60 days. no payment for participation is provided. 

Meter data must be provided tbr the hour prior to the event, as ,aell as every hour during the 

e v e n t .  

These data files are to be communicated to I'.IM either ~ia the I.oad Response Program ~ c b  

site or email. Files that are emailed must he in the PJM-appro,,ed file lormat. Meter data ~ill  

he for~arded to the El)(" and I.Sli upon receipt, and these parties ~ill then have ten (10) 

business days to provide feedback tit PJM. All load reduction data are subject to PJM Market 

Monhc, ring Unit audit. 

MARKET SETTLEMENTS 

I 'ayment f'or reducing load is based on the actual k~Ah relief pro~ ided plus the ad.iustment for 

losses. The llliDillltlln duration o f  a load reduction request is txso hours. The magnitude of  

relief pro',ided could be less than, equal to. or greater than the k ~  amount declared on the 

[imergency l.oad Response Program Registration t'orm. 

P+IM pays the higher of  the applicable l.ocational Marginal Price (I M P )  or $500"M~g'h to the 

PJM Member that nominates the load. Payment ~ill  he equal tit the measured reduction 

(either measured output of  backup generation or the dif'fcrence betx~ecn the measured load 

the hour betbre the reduction and each hour during the reduction) adjusted t'~r loses times the 

higher of  the applicable [.ocational Marginal [>rice (I.MP) o thcm ]s¢ in use for settlement of  

the given load or $5OO/MWh. 

l)uring emergent> conditions, costs for emergency purchases in excess o f  I.MP are allocated 

among PJM Market Fluyers 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. 
( 'onsistent ,,sith this pricing methodology, all charges under this program arc allocaucd to 
purchasers o f  energy, in proportion to their increase in net purchases fl'om the PJM energy 

market during the hour from day-ahead to real time. An ~ "~c-g~e--4,+ad 

x4.~+agementlntcrruptible I.oad I~l" Reliabili b (II.RAt M) ( 'us tomer may participate in the 

I.oad Response program during A-I.-~-I-II I< esents as long as the customer's II.R A,t M 

contract explicitly' excludes payment or credit for energy not consumed during I IR , \ t .M 

events. - I f  the [.S[- that submitted the customer for I IR A I M  credit indicates that the 

customer is not eligible tbr simultaneous credit under the I.oad Response program and [I.R 

At -~,I is called for concurrent v, ith the I,oad Response program, then payments xsill be made 

to the customer according to the I.oad Response program only [br the time during sshich II R 

&l:M-obligations ssere not in effect. Any resDynse in excess of  the contracted ~gI-M IIR 

amount xsill be 
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INTROOUCTION 

P J M  Load R e s p o n s e  P r o g r a m  

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. 

E c o n o m i c  Load R e s p o n s e  P r o g r a m  - Rea l  T i m e  

This option will provide a mechanism by which any qualified Load Serving Entity 
CLSE") or Curtailment Service Provider CCSP") 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- 
th,rds sector vote of the Members Committee. 

E c o n o m i c  Load R e s p o n s e  P r o g r a m  - D a y  A h e a d  

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 A ~  Lea~l 
Managementlnterruptible Load for Reliability ("AL-MILR"), 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 $175 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 Providercustome~ may participate in the Economic Load Response 
program during ALM ILR events as long as the customer's AL-M. 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 
AkM-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 3 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 ILRcustomer Provider may participate in the Economic Load Response 
program during ALM ILR events as long as the customer's AI-M-.ILR contract 
explicitly excludes payment or credit for energy not consumed during ALM ILR 
events..-If the LSE that submitted the customer for ,~AVI-!LIR 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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SCIIEDULE 5 

PJM I)ISPUTE RESOLIITION I'ROCEDUI,IES 

1. DEFINITIONS 

i.I Alternate Dispute Resolution Committee. 

"'Altemate Dispute Resolution ('ommittec'" shall mean the (]ommittee established pursuant to 
Section 5 of this Schedule. 

1.2 M A A C  Dispute Resolution Committee.  

"'MAAC Dispute Resolution ('ommittee" shall mean the committee established by the Mid- 
Atlantic Area Council to administer its industD-specific mechanisr'n for resol,,ing certain types of 
v. holesalc electricit> disputes. 

1.3 Related P.|M Agreements. 

"'Related PJM Agreements" shall mean this Agreement. the East lransmission Ov.ncrs 
Agreement. and the Reliabilit,,, Assurance Agreement. the \Vest lransmission (hsners Agreement. ~m,,~ 
tt}e {[4,¢'.1,+84"~.;1it2 A-,~,~,l~at~c,e A~fee~lqefR-~r~,e,,t. alrld the gotlth TransllliSSiOll ()',arler AgreelllCrlt. /.~+}d ~l~e 
l-Iebi.ahilit?. A.:.,:..u~tm,ze AgPee~-,,k'~t-N,~.d~. 

2. PIJRP(JSE,R AND OBJE(TTIVES 

2.1 Common and I:niform Procedures. 

l he PJM Dispute Resolution Procedures are intended to establish common and unitbnn 
procedures for t'esolx ing disputes arising under the Related PJM Agreements. 1o the extent an> of the 
tbregoing agreements or the PJM h,'it'f contain dispute resolution pro'.isions expressly applicable tt~ 
disputes arising thereunder, ho',~e'.er, this Agreement shall not supplant such pro,.isions. ,ahich shall 
apply according to their tenns. 

2.2 Interpretation. 

1"o the extent permitted by applicable lay.,, the I>JX'I Dispute Resoluti,,m Pl't~cdures are to be 
interpreted to et't~ctuate the objectives set tbrth in Section 2.1. 1o the extent permitted by these IUM 
Dispute Resolution Procedures. the Ahemate Dispute Resolution Committee shall coordinate ~ith the 
established dispute resolution committee of an Applicable Regional Reliability Council. v.here 
appropriate, in order to eonse~'e administrati',e resources and to a',oid duplication of dispute resolution 
slaffing. 
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DEI ,EGATION OF" PJM REGION("ON I'R(-I4.-ARi,~-A REIAABII , ITY RESPONSIBII,I ' III . :S 

V 

1. I )EI ,EGATION 

Tile tbllov.ing responsibilities shall be delegated to the Office of tile Interconnection b? the 
panics to the Reliabilit,. Assurance Agreement. 

2. NEW I'ARI"IES 

With regard to the additiDn, vdthdrav, al or remo,,al of a pan', to the Reliability Assurance 
Agreement. tile Office of the Interconncction shall: 

(a) Recei',c and evaluate tile infi.mnation submitted b.', entities that plan to serw loads 
~sithin tile PJM (,mm~l -,V~-~Rcgion, including entities ,,shosc participation in the Agreement ;',ill 
expand the N)undarics of the PJM (~mm~l Ar,eal/cgion. such e'.aluation to be conducted in accordance 
',',ith the requirements of the Reliability Assurance Agreement: and 

(b) Evaluate tile efli:cts of the v, ithdra,,~al or remo'.al of a part) fi'om the Rcliabilit> 
Assurance ,Agreement. 

3. IMPI ,EMENTATION OF REI . IABII . r I 'Y A S S U R A N C E  AGREI,;MENT 

With regard to the implementatkm of the pro~ isions of the Rcliabilit5 Assurance Agreement. the 
Oflicc of  the Interconnection shall: 

(a) Recci',e all required data and tbrecasts ti'Dm the parties to the Rcliabilit) Assurance 
Agreement and other o~ners or pro'. idcrs of ('apacit', Resources: 

(b) Pertbml all calculations and anal',ses necessary to determine the I'orccast Ptx~l 
Requirement and the capacit5 obligations im[x)sed under the Reliabili b Assurance Agreement. 
inchlding periodic re', Jews of the capacit> benefit margin tbr consistenc,, xx ith the Reliabilit,, Principles 
and Standards. as the tbregoing terms are detined in tile I¢,cliability Assurance Agreement: 

(c) Monitor the compliance of each pafa.', to the Reliabilit.'. Assurance Agreement v.ith its 
obligations under tile Reliability Assurance Agreement: 

(d) Keep cost records, and bill and collect an}' costs or charges due from tile parties to the 
Reliability Assurance Agreement and distribute those charges in accordance uith the terms of the 
ReliabiliL', Assurance Agreement: 

(e) Assist v.ith the deve[opment of rules and procedures tbr determining and demonstrating 
the capability of ('apac ity Resources: 

(1) Establish the capabilit', and delb, erabilit.,, of Capacit3 Resources consistent v, ith the 
requirements of the Reliabilit.', Assurance Agreement: 

(g) Collect and maintain generator availability data: 
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(h) l 'erlbnn an) other forecasts, studies or anal)ses required to administer the Reliabilh 3 
Assurance Agreement: 

(i) Coordinate maintenance schedules lbr generation resources operated as part o f  the I>JM 
( ",,mrol : ~ a  P, cgi~,n: 

(j) l)ctermine and declare that an Emergent} exists or has ceased to exist in all or an',' part 
o f  the P.IIM (A-~m,,t AreM~,cgion c,r announce that an I¢rnergenc) exists or ceases to exist in a ('ontrol 
Area interconnected v, ith the PJM (-4,~m~l AFeal<egiom 

(k) [-nter into agreements for (i) the transl;cr o f  energ3 in I.:mcrgcncies in file PJM (~mm~l 
-%tea Region or in a Control Area interconnected '.,.ith file P.IM-~',,m~o~-~r-e,~ I<e,.4'ion and (ii) mutual 
support it] such Emergencies ~'.ith other Control Areas interconnected ','.ith the PJM (',mm~l 
,\real'?,cgion: and 

(,I)  Coordinate the cullailmcnt or shedding of load. or other measures appropriate to 
alleviate an I-:mergency, to preser,.e reliabilit) in accordance with FI!RC. NI-,R(" or N-l-\-,\( .\pplicable 
Re qior~al Reliahilit) (. ~,t.lcil principles, guidelines, standards and requirements and the P.IM Manuals. 
and to ensure the opt.ration or'the IUM4:,,.m~I AreM<egi{,n in accordance \,.ith Good [ [ilit) Practice. 
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~I~ (i,~,~|i~ate.t~-., ,:~i~1~ih~w}~! o f  -,heddi~ of load., or-olheF mem, ore,,.~t~of~,ri~l.e h. 
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~,( I t [ l).bl-:l,:- q 

I , ,1M4:(}  ..~ T K( ) I ,-,VI~-I~. A--F~.M I,:-r ( ;-E.M-:%- I '  R O (  "E-l)b4~14 { ' l  I A R441&~ 

I~. .... 1.2 :~i I:. I.~l&-'-~ {; ~ I '  I~OC I~ I}I-l~.l,:- C I I A i~(gl(- 

{ ~A.],,,._'e .~fl" tl~-4+~t-ercoun~ec6~-~- '.,ball l~e evaluat~l--h2 t I~ ( ) l ' Ik'e-,q t l~  tt~tctc,,t~.÷~c'tie, tt. li" ba~-d- ,o.P,--~-~4t 
,evlduifl4e~t~-. h is dete-r+~tn~--~.l ~hifl.~--Met~.~.T~r l;.tiJed t,o-¢-e,~-~.~.ply B.kh tl~@-m~trucli,i~'~in-.~24h'e-{)i]~e .DI th.e 
,h~.t¢l'{.'~fftl'l~-fi'~'tt 10 iDtp~:~ttiettt P:I-~]--.~tt~-~Fg¢It~.'V ['~t'*~',]'l+Y~'g. tlt(tt -Meml:~'r sh~dl-dem~tstrate lima! i! 

he.,~ eflt,'~s to c{,r ,  ply wi f l t  the- b't,,tru,,.'ti.~m, {~1 the-( ) l ' tk~ .u.l t l~  h~..~erc..mn-..'cih~n:-fl~,at M.et~.q~'r -hi,,ll f~ty 

l ~ , : d u r ~  charge as Ibllow~: 

• (~t} ~L:or ~ach  ~t"~,¢.~tv,,-att ,~',t v o l t a g e  r.~'.,|,~t'{.'iiott thaL ~a ' , ,  tt*~! itt"tpletlt~'ttle,d--[tn .,[irecL~,L[. {.l,e'-,p~il{.' 

m~ea~mI ne~ li~tlb hvs4*.xih~n A ~d.~.,ch~hfl~ I I {~t time Reli~tbilit~ h.<ur~tt~e Aytvement~ 

t b4- . . . .  t ~,t" eitch-#t~te~itvittt! , i l  lO~t{t- tht t t -~ ' i th i tot  dtofyF~-~4 ~t- directed, tltt~-~|t, t i i l ~ i  ~liidl pa?-;=~f~ 
~ht] i '~ I h f  t l i~J~ - t l f l ] c i t~ t t cv  1:~11" ]~¢t" i t t f t~iB~,ittt  ~ - I t > t ' t h  ht kt',,:t;,~+t - \  O f  ~ , c h ~ h t l e  ] I o f  tht" Re l i~ t> i l i t v  

avai4~'~l¢ as dh'~'cted .A'~.t}h*.' l '~in~ c~P~bh_, ,~f F.r{~lucm? ,¢nerAv m the th,~]e, at~l tlt<~{ in deliw_'raiq.~ to th,e 

:.,hall pit)- ";~.5 tim~-, the dail2,- ..M;ck:n.cy rut~' B ' r  n~E,a~-aiL -,...'t l~rth m ~.'ctMn , . \ o f  "~.h~'duk' I 1 ,.~l'ti~ 
R-e44-a-Nfit~ A,,se~a~ee .A ~ r ee t t~+ :  

~ l ) t,%121A-I-B !.  T I ( ).-~ O F  t,-2,,I-F~(; i,2 ~ {  "y  1~4~){-' I,:.t ) ! ;  r i,.'. {-: i1~ r (  ;E.~ 

.... 2 , t -  . . . . .  C ( . . l t t y i . ~  Ptlt't k~. 
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~ C  I t K l i l-;I-,K- t lA  

)ISrI--MJ~;I';.Wt" R F ] ~ % I / ; t ~ ( q 4 " ~ ; ~ ; % "  t ) t t ( ) ( : 1 4 1 ) 1 ; t I [  4:II--A-14(;F;S 

. i ~ .  1,7.-%.1EI~41.7-.-.-.-.-.-.-.-~ "% ' Plt l -)S-AIq)I  ; I t  I ' ] - ( - ' i lT t l l ( ;  F; 

l t t l e t ~ t t t ~ : i i o t t  tO iml)te#trettt t'.1~,I emev.'-'enc.~ p r ~ : ~ t t t ~ ;  fltit! .-%lett~lk'¢ ,ha l l  d~'it3*~t~ttitte that it 

t ~ t  t ' t1{~t-  t*~ c'otttt~l 3- ~ i t l t  the. ifi~ti'it*:ti~ttt~ oi" t1~2 () l l ic~" o f  tib~- l~tt~2i'cottite~:tiott.--thltt -~lhJittlTr ~hltll pay 

beitt~-4:i t l~i l) l¢ *~I" i t t t i )~i t te i t t i t t io l i ,  t I~  ~ ' t t t b e r  - t t ~ l l - - p ~  if>;~ t i t t tet*-t lk,  dltil.% <l¢ticie~-~ t'a~e pet" 

.......... { b t  l;it#:-~it+:h i t t ~ i t ~ i t t t  t t [ ' . l~*~4hit t  ~ i t~ tk i l~ .4 f * t l~d  it~ t l i rCet~l ,  t i t '  ~ t f i t t be t  ~q+tll-pit~-7]() 
t i t l ~  t ] ~  ditil~, del ]~ io~c~ rittt' ~ '1  #ttt~gitl ittt -~_'t I t , r ib 7t) k 'ct i~,t t  A ~ l t . kh t ' d t t k '  I I  * , f  tbe l e l i a b i l i t ~  

i t ; |  l,tti, citt;lt it it,~a~,ittt ,,I .AL-~I #~t. d¢l i t te4- i t t  ihe t4e l iab i l i t~-A~t t ta t tc t "  ,\,._,reeme+tt-~t,e~t:t 

~ i t i l a b l t '  a', directed , t~p i t t '  t~eit~g capab le  tt l  l~to~hiciti 7 eiterg.~ itt t t~  tittte, it lht t~tltt i~ d~l i~t 'n tb le to the 

qtal l ,  l)~.~-Tf> ~. tittte~ t i le d'eDl~-. ~t~-@W:iettcy rate l~-÷t te{ 'av*mt  ~et l { ~ t h  h~ %¢c'tioii ~r ~-~;i~i~'tlCilt ' ] I ttl" d ie 
Iteli~+bTlit~ A'~'.til'itilCt~ A~l%at-'iltt'itt-~c~tt~t~t. 

2, - I ) i S I ' i l I I i t : T t O N ~ I I ~  t , ;M t , ; I ~ ( ;F ;~ ( :~  ! '1 tO(1 , ; I )1 . I i t , ;  ( ; t l A R ( T F ; S  

-~,~-! ( " . . t  pl.* i .g-P~,~t k-~. 

I.i,i,,:lt ."~letttbt_'f thi*t hlt,., ,._',.t'tp)ied ~-hlt t),,e emt, rge~,~ I~.P.~ed*tre ", i*'i~l'~.~'.~l b..* tl~ti~, ,\~re~.rtr, eB~l~ 
d~tt'ittg ittt t ~ l - t - ~ ,  v , , i t h ~ * t + t - - ~  atl e i . ~ ' ~ t t : e d * t ¢  "@-ela-m~_e. :-,|lidi shar,e- ' . t'getl,,:.* 

..... 2.2 -All-J..~.ri k'~,. 

-- [t~ tlte-e-,,-e+~ id4-~f the ?~tet-~<fftere,-hit.,~ i.curret] ~ , . g ~ t m c  ~ f,a~',etft~,-~_'l-iitrges ',~ith re~f't~,:+~*-i+vt 

t~ct~titlil~le ittltit?ee4=it'~d4Pecteti by t l t e -~ ) - J~ l~ t r d .  
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lShveLNt~.%J.¢!lt_-al)-~ I/es~:r~ ~d fwr_Euutr~__l.f~.~.l 
, ' , / ,(:III . ' I)I:I,I ,~ I I 

P,IM ( 'AI~A4:+:I 'Y ( r l , - l l i l  MARI,; .FI, ' , ;  IN P, IM R t ' ; ( ; I ( )N  

I. P I -R I~O~ l"..g A -~I I-( 'IB,II4C T I ~.: 14-~ 

I.-I- . . . . . . .  P, I -M ( ' u l m e i l y  ( ' r e d i l  M u r k e l s  i .  l~.l-:M-.l.le~.i{m, 

. . . . . . . . . .  - j414~-.g~'~t le- ~et~ |~t th the i~r~:~d:::'~':, ..~....,.,Ld . . . .  2... " " 
( ' redh Markels  m the I'.I-~I l.~eei~+~---.H~e |).l.~l ('apaeil~- ( r e d i l  ~,.lilrket'., v, i l l  idh~w -Milrkel ]'+l~l~.c~par~Is 

( a [  uvib--4 lit l+kt-,+-.:l i~g ; i;:;: t-(,14,-1 ( ' t tpa ity 
('+'edii ..Mad-.etn and mmh., pt+blk>-4D.-.the ()l'.li~:e ~I" lhe h~terc,+nlmcti~m, lhe  P.IM ( upi+cily-(-~,:ed4t 
:~h+rkeis shall  l',e mJmminlered 1+~ t~-~,-6)l~-'ice-,4" h~ier,,:~++me,.'tio~, m a,a,,:ot'dance ~ i th  the pr inc ip les  m'ul 
p + ' ~ - , - + p e e ~ - m - t  his S,.: hedt*le. 

I.-2 . . . . . . . .  { i ~e~e~v~ l . t  

I +) ........ l -se +R: i4tp~, i l~  Cred i ts ;  

.,, . . . . . .  .,,,,,.,; . . . . . . . .  ,,,,,., -~*~-~ ( ~lx+~:it~ (-:+ed44 s -  t*~--~-~q-a44--~-pit+~.'-41~ -~:,af+ae4+v--~ ~bli g~+ do+>, in + f , * ~  
t++Mer-ll~e.14eliabililv -\.,ntmm,.:e Agre-e?~+e~H. t," Reli~+bilil3- Ans~.mm*.e Agreemettl-~-~.est. or |<eli+Ibilil~. 
.~. , . , , , , . , ,~  ............... \ :::'cc::~e::: = % - ~ * ~ , t + . ~  Sudl.  ('-,,r..~,t..:, ~ ' . ,  I : , , .  , . . , , , .  +~.a~..l..,,e__~bl:b_.~.~.ee~+~...el~e+," ~+l i~hme. ~hh--a+~ 
~ h e r  ,,f~i~+ns l*,r me~:ting c~ip+..il~-*+l',ligalioi+.., iml~ned under lhe Rcli,,l+ilit~ A'-s~mmce ,\greeme+ll. 
Reti~+bilitv A';:-,uran,,:e .-\gl'ee~'e+~-&~,-est. *+o l~lelktlglit~. A,s.,,*+~a++ce - \ ~ e t ~ e . t = " ~ - ~ t + :  

2. I ) I " F I N i ' I ' I O N $  

l-.]es~, the comext-..,.4"<-~'v,.i~,e npecil]e:., ,~r requires ,  c'tq'~h~db'ed te rms  u ~ d  h'l--I-hi+-Nthedtde 
• d~-R--4~-w.-e-lh.e pent~,,gd',-,e n+em~h~gn--~,si~}m~, hereh~ o+ m lhe Ag+eeme++l I;~." adl ptlrpo-,e-, ol:-~L~i--. 
Schedlde ~-.iff.l'~ del~mlhm'..-l,~ l~e equtdlv-appli~.'al'de-~+-4~k--g~,--,+i++~uM+.+m~b+bee- phmd l;,tm~, ,+I" lhe 
terms det]ited },. 

2. t  tlu.~ t i id .  

I j ; , l ' "  %" ' .. ,.I) .,,,.. • . . . .  l~'d41 t~teittt it l )it~-k-14~ .+~--(-Li+~g i t ~  ( : f d i t ' +  i it-lt-~l-;M-(-" i~-~iie it: ' .  ( " r e d  it M i t t ' ke t .  

2,2 ( : U p l l t ' i l y  ( "r i f f l i l .  

• " .  , , '  " . . , , , I l l ' "  , - I , , , 11  ( i t  "tit(- t~,-( . . . . . . . . . . . . . .  ~ i ~ t t i  elit ,et t t i i l ,et t iet i i  t~  ;.t s p e c i f i e d  itufil i~et+ o f  itte~i.i~,,~tit-,~,4zl~+R~*t~ed 

(-Titl~i~k-.',-Ig~#tlt-~-~: apacit~ Res~iurce tg~-tit,e-t~+t'i;:::,c' i:!" :.a'{:;~t+~_ eltplt~-it~-,~lR4~+t' t ioits iml-~tsed uttde~ 
the 14eliabil it) /\s,,ttf~a-ft~egTrfetftettt, Rel iabi l i ty  Assurattee Agreemenl-VCest. o f  14el4id~41it+ 
r'.e~t+'a+l~e :\Treetfteitt_~,t~+ttli:..,~te_l~ ~,,,,,,~,,,.,,,;' ~ . . . . . . . . . . . . . . . . . .  ,,,,, ,,, {e, mt:td~ tt~+v, enii l lemet~l to the outpttt ,t4:-t4te 
( ' i tp l t t_ ' l ty  4 - ~ e ~ k ~ - ~ + l e l ~ - - t l l f  l ) t t t l~ i '4es o f  t h e  l).-l~14rt~lled-gltf~aeit-.~--(&'ed44-@-4t~ term 
t4t,t~-iL~-*.: '~di' a!',c: :,hilt t 'et}r t~ ctedits l{>i" htstli l led-C~ttx~it.v dttrh+g- tlte-b~t~b~t-$~t4~4--t:t+~-~te 
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............ a:(::~mlid--/¢,i-~-'~{.ll-ha',-e--fiae- mea , in~ N~'cilTed in ~,*.hedul¢ I 7 ','4" fhe Keliabilit.~--A-~urart,ce 
, -~K-~,4:i-'t et44--~,!,1 e M= 

2 . 3  l" '~l l n i e i ~ . . t 4 e ~ . i v e e ~ .  - 

. . . . .  =4gap*te+lV-.--R-e~utr-e~z--4tMl -ha~-e the tneanine *,l~'ciITe.~--4+l-qh~." u..i;.a.:l;,, \ ' ,~t .at tce 
A~reement. Reliabilit>- As'~urat}ce A,.zreement-~l,e'-t; *+r Rebitbilii}- Assurance ,\.,2reefnertt-S, outh 

3 I I I , , l i , I  . . . .  

" ' lhd ida) ' "  ",hall mean a lederal-,~r-, hiate, tu4i t la* desiTnated b t  tile (I f ' l ice t i t  t h e  
Itt iercottt iecti~fl li~t tec'~Tttiti~ti itt tile c,.tdi',~I ::!" PJX! D~:ll) { a ~ i : o T i . ~ - ( - : r e t ~ l r e t ~ :  

t.4.% I .~ tMI t~ I  (?~l t~ei ty,  

..... : 'h ts ta l la l  ( a p a c i t )  .hal l  ltave the meaitht 7 N~eeilie.l m-- lchedul~ 17 o f  die lleliabi144~ 

2.4t l  l . t e r h t t  l#e¢i~t. 

........... = : i * t ~ t - P e r i * t t l "  4tal l  have the mt'attitt 7 spt'ci l ied i i+-~l~4t~l~-- l -7--,~i  Ihe Rel i i tb i l i t l  
~\~MiPitftce ~\ ~rt~ mt~ttl- geM.  

2;<..'g-- I~,~- I, ( ' ; i l%:~! i . ' ,  (--' " l ' ~ . - ~ t t i r - K e t .  

"'P.IM (apacit.~ ( ' redi t  -Mitt&el': .hal l  meim the P I M  Dai ly  (~ip~it' it) ( redit Mar l .e l  itiitt {lie 
7.4~4-M~414~4--~t~teit) ( r ed i t  M a r k e t  
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2.6 l ' , lM.4ht i ly  Ct l l . t e i t  ~, ( 'retli i-A-lark,, ,I .  

-- " :74M. l l i t i t y  ( i tpi tci t~4- ' t 'edi!  ~,htrket'" ~t~a41-tttelttt it COml~etili*e ttti+rket:-~tttttthtisiered b~ tile 
O4"tTc:e o l ' t l te  lf~F@etttt~ctiott ill ~tt~*+Fe~-ttc:e ~ i t h  t l te-~m-i~ion~ olAt-h4~ ;'~chedule. l't,e-44~e-putch~t~e and 
~ l e  ot" (;itltiiC'~ 7 l :t 'etl it ' , lilt" the bt+~Ttt~-~ t i l t) ib l lo~b~ 7 fit<" diL~ ot~ ~ h i c h  the tttiirket--i~ cottdltcted or 
13eli i i } t  h t t x ~ i n  7 v, eekettd-At)'-*+M-l,-q4',.htv. 

. . . . .  2 .6A -IM-M41~lltlk.d ('ttltttt41-piAwedit ~-hil'llet: 

. . . .  "'I'.I-M I-tt,.4a44+.,~I. i'~ipitcil.v ('texJ4t-~M.a~4~'C :-,h~tll-f+t~'i~+l-lt cotttl~etit4ve nliit'l.,et, t t , . b t t ~  
the ()I11c¢ *,! the t t t tet~tt tnect iot t  ht accorditnce ~ i th  tile pt 'o~i, i , ,n,  o f  thi~ S4~hedul¢. Ibr t lw purchase 

/ t i l e .  

l : ?  .... I',h%l ~ h m t l t l p (  itiltiteil.~ ( ; re t l i t  -%l~rRel. 

.... q L I M  ~i , t t h i )  4-+h~tc:it) ( r e d h  ~l{tf~-~l -L'- shitil ttteiiii it-~,>tttf~giih-e tFti~t'~t,t, i tdmitt istered by 
Ihe-l-)4t]ce ot" the littet'~.:ottttt->ctiott itt i~ccorclattee ~ h h  the pt:,,vT,iott~ *,t thi~-~4tedtt le. Ib t  the pt t rc t t~e 
~ td  ~itle el ( a l ~ b t ~ - (  t%,dhs t~tt e i~h  ttf-÷ltty , i f ' t i le t~vet~<+tt,~tttlt~ l~dh,v+4~ the tttoitth t]+l-~-H4~-~-hic-h 
the tt l i t tkel i~ ¢tiltthtctet]. ~tOlt'l%" l ;,r purp, t~¢~ , i l  the ( ,ttit l d l,>tte dur in  7 lite httetitD l.'erh~t: P I l l  
~l~tttt~tl~ ( ~tpilt'it~, ( l e t ~ - ~ t ' b .  itl~*i ~halt retk~-i~ ~.'pittitle ttto~t4-1+l~ ILIM ht~tif l ie4 (~tpltch) ( tedit 
hdit iket~ 

"'Nell ( )Her" --hidL mcltrt i~tt ot'l~:t i t  .,ell I ~tp,~cit> ! r ed i t s  in a P ) :q  ( itpltciLv ( rcdh  ~l~ttkeL 

"~.9 t :n I'.r,i'etl ¢ :ttpiteity. 

. . . . .  "'l .nlbrced-..(-~DtciLv'" .;)litll have-41-~e-tlteittthtt2 '.pee+l~cd h~ ti~e Reb~tbtih.~. :\,,.,ur,t~tce 
A g r e e m e u L  t.leliabilit.v-=\~,-.ttrattce Agreen ten t -~ , e ' 4 .  itnd Reliid~;li~ 2 A:,-.ttt'mtce \,._,reemcni-",,~uih. 

2.111 F p - T .  lih~e~., 

..... g .p- h~ P,l,,ck;:--;h~ll mei . t  a ';ell OFFer t." Btt~ Hid tbr  ~t ,-tua,~tit> , , t (  itpa,.it.v (reality, cq ,  t~tl i t  
i.:-Ie~tl it -.,Iwcil'~ed-q~i~'+~vl~,..: 

.k l ' A r ' t  I ( ' I I ' . % T I ( ) N  IN  I'1117 I'.1;~t ( ' A P - t ( ' I ' i %  ('l~ll, ',l i l ' l" ;%lAr l i l . :  i" 

_%. i ........ E l i~ ib i l i t~ .  

. . . . .  7 r  ~ltltll b c - ' c ~ k  ~ to p~irt~#t~vR-~-~ittt) o l ' t l ~ 4 ~ L ~ t p i t { i t )  ( t e ~ . J ; t t - M i e ¢ ~  

tmt i i~ ion~ ot: F/e~hd~, .  I-*~I" the A F~re~tt@~-tt:---1o~ *.~tdef t*rl~t~k-~pitte ht itfip'O~41t~- l>,l~t ("ilpacit)- (-:t'etli4 
~[~rqe@t~-.--it ~litt'ket t l u ye~ . -~ r -ehhe r  iitttNt ~< 'L~- i~# fittit% thlt~-#~-+F-~,ill t~conte- i÷- l - t t~ l  ~ t i h t  7 
~;t~-i4y ht the I)JM Re~ie~-~+~l-~t part~ to-t~te-14eG~tbilh~ A~e~t~a~t~e /\:teeDteit4:-4~et~itbiht# Assur~iitt;e 

~ibJ+~.4t4ititt hi  -;~lt-c~tf~l~4i~--~htclttdiD 7 ,;ales-lbv-re~itle) ~ 4 t - w i l l  be u ~ e & 4 h e  P.l.'tl t4~ i , * t~ - - -~  
~h t t - ke t - - :~ -~4~ i t )  pat-t.ic~*~ttx-L~P+-~h~ l > J . - ' i l - ( - ~ . ( ' t e d ~ r - - ) d ,  i m l ~  Ot t l ) - t~ t - - t t#e-e-~- th i t t  it h ~  
('ape~'ity-( red i ts  at~il'~0Ne to ~ell iD excess-*4" its citpltc'itT-(-CFdi~iithtD i t t t i - ~ - - t ÷ i k l e t  the Reli~NIh.~ 

~+t+th itt}tt olhei'-ct~tl4~tt;tltltl td~l iTmi~t~ to -~'I1 c'it~/-Tl~ t htcludht~. ~ttles tbr t¢slileJ, it~ detcm]hted it~ 
it~corditttce-~+ ~h-~ , t th  ,tt 6. t. ",.. 
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- - -  ~i4hd+:it-wal from the A~'ee~-~-:,l ' ,alt . o t  relieve--~ -Markel--lam-'6*.ipan! ~t" a~l~-~-'R-~g~t.t.i~m--t,, 
l ~ i s h  or  pa.v-lg~-GW~cit~ Credits  i~e~+*~d--in , c o , , e c t i e ~ - ~ i t h  partieiffa}4~+t+- h} a P.IM ('apae+D- " 
(--'rtutit Ma.r4-.~t-prior to such ~Rl~a~,~.l. .  to pay its sha~'e-~lZan~ i~-'et,-am!-<harges incur~,ed-+',~-a~e.~,d 
lD-+lm O | t ~ o M z 4 4 ~ . 4 ~ e ~ c o n n e e i h m - ~ h e  date  o I ' - , , e ~ g - ~ i t h d r a ' . , , ~  lull'ill, a ~ - ,  ~4~4%-'i~*~ 
h~ provide-itttJetrtttil'~.'ali~,~t l;.~ {lle-*~t~ft~,etlt~e~t,ces o l  att.~;-omi'~sions or e, vetlt:, *~urri~}g prior t~, su*:h 
' o ¢ ~ t d  " % ' I ' '  I I " ' ' ' 1 ~  ~" ~1""I fl, t* v÷u.~. . . . . . . . .  c . . . . . . . .  wilhdr-a.v* a M ~ . i - ,  

V 
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Agree~t+ent shtdl t+~+t r~:'14e*e--mt~.----~'4-m4,~--4-'m'ticit~+nt ~,t" at+v obti~ad~W,---it may  ha~e trader. ~,  
~ m ~ - ~ v , - i ~ - ~  "'$~:~t+l fi*++t~, any Related I'.I.,M A~reet+~-~: 

.4~-----i~E-%1~():%.%1HlIXllt,:~ 01-" TilE-(-)-I':i:|(-:l(-4)l~l:llt£ - I..~ | E R C ( ) ~ ; ~ i ' I ( ' T I O ~  

4. t ()per~.t-i~-~f-t-h~4-'-.t-:~d-4:~ltacit~ ( ' r e d i !  ~.larket.  

l he  Ol'fice-~+l:--thu ',..,~.~,,,,,+.,.,.~+;'" :-,hall ,+l+erW, e - - t 4 + e - - l ~ i t v . ( . r e d i t  -Mi ,kets in 
ac'c,-,thmce with rite pr~visi~-.t~:~+'--Ut.~ %chedule and at;t'.lk'ahle-pr~vi'.,i~,+ts *~I the :\.,_'reemem. the 
t?,eliahilitv A s ~ , t t t a l t ~ - e - ~ " " " - ' " "  . . . . . . . . . . .  .,...~ .n.. ?.eliahilitv ~,.,~t+Fa~:.e \ " : c o " . :  ''° ~,\ est. ()peratiot~ ,~I: the 
I 'JM (apac i t y  ( redi~--Market-, shall include, hut n~+t I~  l imi ted t~+:.wovi,,i~a+ ,+t'tite l~lh+~,in~ .,ervice-,: 

i]. t)et<~r,t+"i+t+'~'~ Ote q~litlil]+.:ati~+tt ~+l'etttitie-, t~+ lk-~onte -',,.,1.1~rket I'arti+.ipat~t~,: 

~-~. ........ A4mini+.,telin~ ti le PJ-k-I (apa~:hv (:Ll~'~-144-~|~Irket:..: 

.~4-) ....... :\,,.:c.o~+nth+~ i i." I>J-M ("i~pack+* ,<. 'redit -Mt+m4,~,--'+-~r+lw,,++~zti~,+l+-. inelt+ding I+,ut not l imited to 
re++..lering hill+.+ t~. receivin~ l-.a).e+lents l%~lll.-a~14-~k4-'~+l'Sin~ pltvmellt~, t,+. l++arth.'il~ant>, 
in lhe l-'-.IA4.,+.-+h'+w~:-k~g4.e4.i~--".!.~irk+..,t-,: 

i~-i -'vlai+'+tai++hl2-'.t-~-+~+-"~'e,.~4+,~o4 :"+e41 ()ll~.'r ", and l l uv  I~.id... +..leari+'e~-_ +Wg.ee-4+et-e+~inali~+n~: 
and ~++ll,~'r tl-,lVeCt- ~+I I ' . IM ( al+,acity ( r.e,.lit .'+larkut tran+,a,:~-io++-,, a', nlav J-,e appn+priate 
to tile i~dmi++i',tl-a[i*.~ *+I" ti~e 12.~-~l-'~t~tit~ ("redil .',,h~rkets: and 

~-~- ...... ~h~.44~+'i4~-.,~ml'~l+i~l~:e-ol" participant', i+l tI~e P.lbl-4:~h~-i-~,-.( redit .'~hlrkets with the 
lWOVi',i,+++s ~+I lhis %<ch~+ult+le and lh.e ,\gr..-'t'+t+cl~t, 

..g.2- . . . .  R e e . r d s  , . d  R e p . r t s .  

I he (J.i+l'i,+e o I  P+:,: kzt,::'~:.:::::~:u~.i~n-+.,41~IIl prel~Ire and +sial+stain ~,uci~- +~'e~ds--~+.. t~re required l i ." 
tl'+e-+a~+.lllingtrati*+ll--,~f 0~.'- p.l.~. ( a f ,  i+c-i.+y ( redit :vh+rk,~ts. l , , r  each---d" .a-~,-.+*K ,+peralion o f  the I'.I-X+I 
('atm~city ( r e d l t  -MarKets. tI+e (J,l'll,ze o l  the hl+e'~-~4+Pe+atit~+-+.,llall - puhli'-,ll, i'+'~ -,l',.~ified--heh',v,----{-i+~he 
l+,ice, if" detelmille++l:-i~t---v,-h~.h-.l-he-.!+~:l-Z'vl--(~Ipacily ( ledit  ~,-larket cleared:--+~i).. I I ~  h+lal w~hmle ~,I 

apI+,rol+a'iate t*+ tile ell'icie++t and c~a1+peliti+,+e *'+f~'ri.~li,~+~. ol 7 'rile I'.I+X-I ( '~paci~y ( r..:dit -',.larkets. con~,i-,tent 
~4+h-t++e.,~_+r~atit+n oI" ti+e ,:,+nfidentialitv o f  ~>,+n++n~+~+ + m ~ k + i . v e  or  lW,+l++iet i ir+-- i l+l; ,+~io+~ 
+at+hli+:atio+l tel ti+e t~.+regoing int~wmnli~+~+ -,hi+ll l+,,e I'+.~ l+*+slin+ o n  the.P:t.',.l w e b  site .  %rich int;~+rnlatit,+l 
..,,,,,,' ~..,u ; in:a]::  ::; ::+kzSt: o n  the  I'.I+M. ,,,,el+ s i te-~-q-t  ;', c l ' ,u ,,,..,,,,, .L'" t'n,m -the ,.late t+ l -p  v.ti:+=.. ,+'I'",,. + ++'+:u;..,,, 
~ - l h e  h~,lercol'a'+ectit+ll shall m,t disclose-+.:+m'ff+~-wei.al.lv sensit iv¢ or pr~ll','4et-~.v--ilIl;,+rnlali~m in im.v 

.%1 . . . . . .  : X I . e ~  

. . . . .  ()ll~.v ~larket %eller~, shal l  he eli#li':d.e-.t{-~,t+b++++Gt ~el l  ()I'I~+rs. , " , , - la rke t -~ l -m l - l - , . :o+ l ip ly  wi th  
. Inter~, .. . . . . . . . . . . .  i'.~ the ter+t'e, arffJ-.+.:ott+~l--%eH-.G~-'+:~+',,. ~+s , e : . , t a h l k l + + - ) ~ + : I - ~ - , : +  o f  tile ........... : .... 

w+c+<++'4m~e-with lhi', %:heth+le al+d the A~re~me++t: 

~.2 ~]:::+k:,t Hoyers. 

(h~ ly  ~=k~e~-~  . ~ ,  shall-he eligible t~l st~-h+'~+il-l~,t+y Bids. ~lilrke! l+uyers shell-e~mpl>- +ith 
. . . . . . . . . . . . . . . . . . . . . . . . . .  ~+~-~+I all l~uv l~,id4. ~ - e ~ - h . v  the Ot+fi~e-~+'-+N~-~+~~*+tme~dt+~+ it+ 
H,CCOf,.I~tttCe Wit l l  th i  ~, ~¢~t-2(tt~e ilfl~.l tilL' r\~f~efHett l+ 

Issued By: 

Issued On: 

Craig Glazer 
) • • Vice 1 reside:hi, I-cdcral Go,,ernnlent  Polic,, 

August  31. 2005 

H't~cti'..e: .lunc I, 2006 



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

PJM Interconnect ion. I,.I..C. 
t h i r d  Revised Rate Schedule I 'ER("  No. 24 

Fourth Revised Sheet No. 20l 
Superseding lhird Revised Sheet No. 201 

W 

v 

pr,~-ide~t4~Hl~ btarket l'arficif~m--i,ii~rms-lhe Ofl](e oI" lhe l+~.~'c*,medMil i, a. . t , , -~ ,~e-~-w~4~ 

• '%-hirkels IhF,t~i.t@h-att-a~ettt ',,hitll he l ~ u . d  h~--~t4-<.G-the i tc is OF-~t~'t'-r~tttit|i~.i'tth *',i" stK'h- B-"A'~-~I'-~"IJ~ 
fe'~l~'e~liolb, ill #~--P~.~--( redil -k-li~fkel~i~i)l ei1-.~-FF~-'-[hl;l i:;:'. ".:',',;!: ~j_~.i 
c*~))plie, v.ill) lhe r~qlliremeni~, e~l lhi-. Schedule a,d lhe .\greemem. 

• .-l-,i4-~-h ~lltt'k~t littrticil)attt--~ltftll--e,~mpl<~ ~i t t t  al l  M~+--~tfRl f~Tttlttlh>tts al~plic~tble t<~ t l ~  
+~i~e~tt4++~l~4 the t).1~4 ( ' ; : ix lcX> , '.....l;, t I.,,.i ~ ~tttd tlte t+~<+t:4~tf~tcit l  ( redi-t<4:-et44~-~h~7-~.~plv ~ i ~  

the-14el iabi l i t )  ..\5~ttfi~ftt-ev\~'e~_,t~ltf-Tbest. ttttt| itll l)t't"~tJttF'e@'~ttttt requ i remem+. l lw die ol~t ' t t lhl i t  o f  

[ t t t e t c t ~ c t i * ) t ~  in itc<*.dl i t tce ~ i t l t  tite i {~ t¢ .~ t~ :  

.~.~ ....... ~e lu t i t t t i~h i l t  o f  ( "i i l ttteit~-(-Lrt~lit~ t i t  ( ; l i l l t l t ' i t~ -~-~ltlif~ltlittlt~i t tiilttt~-~d-, ttttdeF--tk~ 
I~el i l th i l i ty  ~i~ittt ' lttt~e J~ i ' t l ' t t i t ' l t t ,  t l e l i a h i t i t )  A~, t t r i tn t 'e  , - t t~r~t l te l tb%{ '~t ,  ot-" 
t ie  l i t t t t i t i t ~ t - ~ ' t t ~ e -  A ~ r t~ . i l ie ,  t - ~ktlttt~. 

• ..% mc~it~i t t t  * q ' i i t p a c i t )  t r<'dit ~hltll ~ i t i~t ' )  it ttte~itt%+ittt otLcitpiicitv ,44ig i t t ion imf~ ,~ 'd  ui tdef 

I l t t i 'ch l t~t l  ti'ttttt it l l . l~l ('i~pacit~, ( ted i t  ~larket  shi~tl tt~il t~  ittl ti~te*t- titt" i t . 'c~d ~>tttitgt'~ ~tr ~tther 
t'ea-hot,<~:-, lt+2citu-~_' I itt~tcit ) Credit'. i t ie t~tn~-'.l--titt" ( [tpitCit# l{O4fHttCL'4, tht I t l r ther capahi l i t~ ot 

. . . . . . . . .  It; the ( l I t ]ce ~I" the I n t e r t ~ e ~ t h t ~  ~l~4~t÷tiite. that the-14~l--Yhtrket Seller itt tt t>.1~I ('{tpiteit.~ 
( t ~ d i i  Yltf4~et..*tl ii ( i t p i i c i t )  ( r e d i t  d id  ttot l i t# i f  ~ttl l i~'i~.~tt.t-itt~tcftt (-:iip~tcifv or  In~ll t l led ( i t l~c i t>- .  
ht {he ca~,~ el4; '<!:.: ( ' :~m{d  l~ l t le durht  7 the httetTm-t-~q+i~-)-~-~ttpi~trt-~ ~ ( ' f ed i t  {ritit-~Ltciioit 
at th~ t ime .ti~t: ~+hich the ( al~acit_v t redit  wi,~ a t ~ c i t l 4 e ,  it~t~ -~ttcit- del ]c iet tcv ~hall l~e ~ati4t]~d 

Re l i i ih i l i t )  , - \~wl ln<e ,%~t~,ttk..t. Re l i i tb i l i t )  - \~ur~incc A.eteemem-~.~e~l. itttd Rel iab i l i ty  *\+~tti'ititce 
:\zPc'.~',,~i:t ~i>tttli. Attv-::;11t:tl;i::; C()!!c'mt~ci it'~ttt ~ i t t l i i - ~ c i t l t t ' ~ f ~  ~,ltitl~ !~7 c!{:,[,~i!'.t','.'7".J i;] 
P<e~-v~4~ttce ~ i t h  the ReiittM4-i4-~<~ttr~ttce Agreeme~{-~-H-~_44~tl~14ty A s . ~ u ~ t ~ e ~ m e t ~ t - % V e s t .  and 
14~4ii~bility As~ura.ce i \gteoiv~-~b~44-t~ 

.~.7 ....... ~ t t l -  i Lt'lt tt.~tlt i .~itttt b l i ~h i~  

R-~ht, 

~1--- -- ---('~m l ' ident ia  l i t  v. 

I ; . 1 1 . . , ,  ~ . . . .  .... l-~e-. . . . . . . . . . . . .  iM];:m~iti~.t ~ . t t l > t ' f t i t t ~ l - 4 ~ - t - ~ t "  the . . . .  " .......... : . . . . . .  :,l. .................. ~ft tit c~ . . . . . . . . . . . . . . . . . .  
~itt) l>J.~tl-(:al~i~4~-4-'fedit ~htrket shall l ~  c l e ~ e t t l ] d e t t t i a l  i n lb fm l t i i *m It~r pitrtk~e~e~l;-:m~-~.tie~t 

~ielt-4 . . . . . .  " : 'Y  l l i d ~  -a~-(-ii~-t~4e 4-g~.l 7 *~I-I44e--. "e ........... ,:~ ,I... 
t~'t'itt~, i t t ~ t t 4~ l i ~ t f ~ -o l ' i t t t #  hiilttet'iti traitf.itt'ti~H~-It ~F citt~itciiy or  (:alv~4e4~)[ "redit~. 

v 
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6. - - - - -OI ' I , 'RATIO. .~ ()I," "I II%1',I..%1 CAI)A('IT-',/--(-:RI.'.-IIIT MARKF/I:. ',;, 

~ - , . I - - -  ( " o .  l e .  l {,I: ,~-41-4-)-ffer~, 

6.  I .  I g l ' ~ . , i f i e  ~ t i e n ~ .  

.... %eH-( )ll;.'rs ".hall ".pecil~-: 

i~. 1-41-e-,1+~w~lh~-**i" ("apL*cil.~. (.'~etl41~ ol'ier,zd, io im.'remet~'.-,~[~O, i m~eawatt:  

;,4-)-- l he  m m # ~ u . ~ - ~ ,  in &.4lar-, ~.~l--eea4",-l~-'r me.ear.air per d::'.. 'h=t ;'. i!] b-.." 
a o.:~:'.plet[-I',,~-U~.. ~elle r: 

i i i l  .... For a P.IN.I l )a i l v  ('ap~,v,.'H.x- ( r e d i t  %larkt.,l:-,a,~¢ffli~cl,ed , , }  a l:ri,.la~-..,,r 4l~..4~t~ 
,.,,: ....... lJ..l;~a.,, tht, 4~.I.te~ ,~-w~A:4,~ tll.e ,q l t ' led ( - ' - ~ t ' e 4 i l ~ ,  ro;.~, be 
l:le,¢ -.]: iWttl  

lhe o l lere4 ( "ap~'it~-.(-r,edh~, ma~ l ~  osed- 

6.1.2 • -- ~,I t , ' -Ket4*t*~' .{ l  ( ) l ' l ;er~.  

........... ;\ :~lark,ei %,el4e~:--l-!+a+-~. aud~*,ri,'ud b~ I-I144( h~ ~ell ~]e~lril. ~em:'~'i+iine c~tl~itcil ~ al 
ma~ket-ba-,ed p~i,,.~'-~. ~,r d~at is ~i~t require-J-h-,--h+ii-*e such author~,'~-i4t~+:-may .,uhmit %ell OIl:er'. h, 
I'.IM [ al',aciIy ~ red i !  *l i*rket-. lhi*l ',Ivecil~ - markel-ba:.,,ed pri~e~, 

&. l .3 ~ , " ' " " ' ' "  A .. . . . . . . . . .  : : ; . r ( '=; : : :ei ly (~ri-,4-il~-[*w-,~'ill4~. 

i l  I I , :  ( ) l l k ~  ~,l ll~e Ime~:,s,,m~cdo~ -.hall dclermine-0~_" max imum ll~¢~ztli~'tlll'~ o f  
( ~ a p - a * . ' ~ , , - i : : f e ~ c h  Nlarket--N,el-l.ei:--m-~t~-,,ll~r m a P.~.N|--(c-~i1-'*a~'-i~,':etl41 
~]~3~i'liel. II'.',,~ll~ll v~.,lillt:i:lliiff't-,4- lh~. • ~l~-~tihlbilil~- o f  l'l'le'~il%-llll'~ ~.tl" ci lpi ici l? 
In,m: ti*~ ( iaf ,  ach}. -R~.-.~til,t'e~, ~w,.ned h~- or-.u4~k.r c,~imiicl to the -~latk,et 
~,¢ll¢r: ~ I',) r ights oi',4a4,*'te4-4+,~ l'.ilateral tran-,a~ti*4+~:--i~ ~, lh~ re~,ult~, o f  pr ior  P.I-~I 
("apack~ L redit ,MaFkei~,: and {all ".~*ch o i l ~ r  4.~-,q.'malion as ma~ lye ~*,,-ailahl~¢ 

reie,i.'t ".,ell ()]]~r~, ,,~-pt.~'li¢~., ,q" %ell (H]~:~-44-,: (.' i lpacil~ (re,.lk~, de ie rmm~ l  
~, : . . . . . . . . .  I ........ :E-~hle I~ " ~,ale 

(.'apach.v ('redii,,-8-v~ilahl~ t~.." sa~e-in..~.P4~l (~p~*,:il.~ ( ; redi t  M-~k-e~- a.. ol:÷i~e 
bet.4 i~*v l :41se- l -~ '~ l  l u i  ~: t i t  t,,,, . : . ,  I% I!,~,+,~ . . . . . . . . . . . . . . . . . . . . . . .  ÷m~' - ~ ~. r ; :  '.'.~ .......... ~,e, Dt- ~: ............. .,.. , .... 

,q~-.e~}th-market. I o  eR411'4e--ll~ ( ) l l i c¢  o f  lh~ h~ler,~'e4.~e,glion to wttlke lhi ~, 
delero'~il lali(,h Oo--'~,'i~leFt~,) Irans(~tcti*~iv4 l~-~--'~:a1~'a.c-ity *'. ( 'apa~it~ ,£:re4iH, 
aT~k~l ' , le  I~, lhe f~-,~-ev~,~p..-ered, by a l 'J. '~|--(~;4-y-(-_:redit  ,-%lerkel-will-l~e 
l~-~e,e,ee[.q-i-'~-,84~-l~,ir be=.ir.~.i41~cq-ll~ f~iq.*~l h~r sul-4m~ie~-ol: ".;ell ()fler~, a0d 
~ - . t ~ + r - - { h l t t  0"tarkeH+t~q-eeva+pl.el-i~f,t o f  lh'e--i; '4eer4+~c.-.letermi.ati~o l~r  
thai l~larlxei-:--~tr~8,eessiPt~ o f  sil~-hileleei4.14"a~saclion~ w~-|l-4:ec-*~,~.'~e *',rice 

:,;.:It:; ':'",.,, ,,,..'~'"' mark,:: ar;~ ~ . . , , , . . ,  "~ .......... ~ ~-%~al. a'., s p e ~ , ~  

v 
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will be c,m,.lucte,.I, sX I'.I-M Daily ('api~ch.* ( redit Mmket  will clear Se[.l--lll:~.~-'~--~ut--R.~L~,-144~-fi~r 
(-~p~q+~/J+~d+t+4~:~>eq4~-~en~ ht~hhtess da)-.-tmcL,<m-gdd~t~,+~r-th-e ,hi* bel;.~re ~t I hqiday,  tt s.eparme 
l)efil> (.'itpacit.~ ( r e d h  -Market{M. fi~r em.h ittter~'etfi~tg ~,,,eeket~d di+y-,-~- 4-hd.i41 .~-~,l,~all.-olea+--Nell-l-)4~Fs 
and P, tL~- | h d s  l;~r('apt~chy (7redits l;-w ".itch days.. 

6;4~2----P,I-M - ~ o . t h l y  ( i~p~eit,/-(;-r-~lit-. M:-trket,;. 

. . . . . . . . .  1 , , 1 ! , , , ,  ; ' : ~ Z  , I , ,  ~ a r ~ ; ~ . 4 . , ; p ,  . , ~ "  ~ : . , 1 1  t ~ l ' l :  . . . .  a~td-P,m, P, kls in ~tccordattce ~ h h  the 
:..pecitied dead lhw t6r p.lMt Momhly  ( a p a c i t ,  ( r e d i t  Market-,.-.a .PJ-M -M**t}thl.x- ((tpack,,-.,Cvedit 
. . . . .  . . . . . .  i ........ ~ . .  >,.~ !] ~l~.,_g y ( "~e~. x ~""k',.': '.'.if! 5,: . . . . . . . . . . . . . . .  --4-~4~-*,t~c~-~ . . . .  ".kin:!: ,- l tit Market v, ill c lear  ~,-ell ()ll;er~, 
a . d  H, uv l~,id- l~r ( ap~icit 3. ("redil,. Ibr u~" in each oF tlde 1611o~,m D twelve m~}ths. 

(~..~ . . . . .  ~h l rRe l  ( 71ca:'!::;: .t'r:;;u.'du.*'u:;. 

i--l- . . . .  14~=~-',~'+~,.es-~4 ~h.e ra ,k  or , . le t "we~.o4-~k-et-e4emir tg pr~u:edttres &e~ri I ' ,ed beb~-w: 
the ()f l ' tce , , f  the-hlle+'c~-*+meed, m.wi l l :  { i l l  e',.ah~ale all Sell ()ll:ers l~,r a~ I . p - l o  l),h~'k 
~t the same price its ,me Sell ( )ll;er l~m-an I :p-to l lb~k: .  ~i+.~:t-tl~-.eff-u~.l-~ .+D--eel+~4 to the 
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llle prio.: ,4-fl-~e~-',+a%4+~b 'h.,..v ,-.-..t>:l ...~I~'- :::a:leel ,,,,ill clear at f, r k e  :-.I~,~. dk-4- iss-g~ 
margi~al %ell ( Wl~r. 

iv l II" it mltrgirtal Sel.~-Oller. or. H, tty. l.~hl--i~-i~ c ,mlb ina lhm ol Sell ()l'l;._'r,, or lCuy Bids 
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at~.~a~s--,4--,'*h+~'kct -belle+',+ lind ..M~rke~ l l u y e F ~ w i l l  Ix" c red i ted  or  deb i t ed -a~ .co~dmgly :  I he 
l~ 'c: :~qnz d,:l,::'mi:~a:]~':~:. ".h::! J, l',e m i , ~ l e : ~ + ~ l ~ . l e ~ .  ~md pt~rchi~.,e:., shtdl Ix-,- Jc, :m,:d !ina!. :~,-of 
~ e e i 6 e d  trows,  ie, de~,ignated b~, the ~ )l't~,,:e *q" tl~e h~te0"cormec~..~',.R-,-*'a~--d~e di~y on  w h i c h  e~ .h  I>.|~| 
r ". ....... : ' "  .".!arke! i'., condu,. ' ted. 

6-.-". . . . . .  I l l | l i n g ,  

- - - I d q e  ()l'l~c,:" o f  fl}e 4-I4t~t:e+¢+I~¢1~-~-I-" ' ..t,,.i, t "  . . . . . . . . . .  - t . . . . .  :: ,h4~.li~'~ • '+t~ttet~e~'~{ I~t- ez4+.'4~. ~ t a r k e ~  

|)art-~4f~od--I+t-i~,.:*~f'dit÷~,ce ~.itl'~ t he  chi.~fges, i.~t'..l c r e d h ' .  ,.pe.~'il]v.~t .bt4-t-lq4~--b,ecglerl+de. ~,t~d s .~w,. in.g the-~.t~,4 

i.m-u-m.~l---t~, }-,e paid  or  retei~-ed-4~.,,--ei~,,:h-?.,4arket---I-h~4~ieff~.~.~- l~,illmg ~,~temems tb~ P.IM l)idlv 

~qd-hHhe.momh iu~l ended, l~,illint~ qi~lemenl~ lot ILI.Y-M~.~fl~I~ (:api~cit.~ (Yedi! M~.'kel~ shall he 

',hall pro~ ide sulficienl delail-:.,~.-'1~.'c~t'~ed i~-~he I'JM Mimuld'.. Io ~dlo~. ~.,:~il~,:alion *,~ il~e hilling 
ttttlG'ttDt5 t'i 'Dt~-~::l~[~!C:i.::: ~'~" :};e--~-lltt'~e|--l~:fti*L~'~ltI.'t. ittt,dt't)itl i~.".+thtt:~it~-,---l'~:'. : : :C:: :  ' ' " "  . . . . . . . . . . . . .  

~hall l~e mmJe b~ ~col'&m~:,e wid~ the A g r e e m e m .  

f~,,~ l i . t e  Sl.ml~f-d; 

. . . . .  A l l  d , :ad l in~ ,  Ib r  lhe  ,.uhrni-,-, i,m , ,r  ~i lhd~'awld- ~,I: ~+.'ll Ol'l~.,r-, , , r  l~,u,, - I~,M',. o r  l i , r  ~lh~.'r 
l'ffil'-l~ee,e~-~,l~d~.i|]ed h'~ lhi~i "svhedule. shidl  I ~  doem~.iot~l-l 'L',-. lhe l ime  ob' ,en,  o.l  in  lhe l ' i~',tern l ime  
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