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Re: Settlement Agreement and Explanatory Statement of the Settling 
Parties Resolving All Issues in PJM Interconnection L.L.C.. Docket 
Nos. ER05-1410-000 and -001, and EL05-148-000 and -001 

Dear Ms. Salas: 

PJM Interconnection, L.L.C. ("PJM"), p ~ t  to Rule 602 of the Commission's 
Rules, submits for filing, on behalf of itself and the parties listed in the enclosed 
Settlement Agreement (collectively "Settling Parties"), an original and 14 copies of the 
settlement documents described below. 

I. Description of the Filing 

The Settlement Agreement filed herein resolves all issues regarding the 
implementation by PJM ofa  refiability pricing model C'RPM") to replace PJM's existing 
capacity obligation rules, without the need for an evidenfiary heating or further 
proceedings. Therefore, the Settling Parties ~ y  request that the Commission 
approve the Settlement Agreement, including the enclosed revised sheets of the PJM 
Open Access Transmission Tariff ("PJM Tariff"), PJM Operating Agreement, and the 
enclosed new Reliab'flity Assurance Agreement for the PJM Region ("RAN'), as set 
forth in Attachments A through F to the Settlement Agreement. 

II. Documents Enclosed 

The Settling Parties submit the following settlement materials: 

. Explanatory Statement, including appendices containing supplemental 
affidavits of Mr. Andrew L. Ott, Mr. Joseph E. Bowring, and Mr. 
Benjamin F. Hobbs, on behalf of PJM; Mr. Paul W'dliams, on behalf of the 
Portland Cement Association; and Mr. Robert Stoddard, on behalf of 
Mirant. 
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. Settlement Agreement, including appendices containing revised sheets to 
the PJM Tariff, Operating Agreement and RAA; 

3. Proposed Letter Order; and 

4. Certificate of Service. 

HI. Comment Dates / 

Pummnt to Rule 602(f)(2), comments on the Settlement Agreement must be filed 
with the Secretary within 20 days of the filing of the settlemenL i.e., on or before October 
19, 2006, and reply comments must be filed with the Secretary within 30 days of sucli 
filing, i.e. on or before October 30, 2006. 

IV. Request for Review and Waiver 

The Settlement Agreement provides that the RIM construct shall replace PJM's 
current capacity construct beginning on June 1, 2007, which is the first day of the next 
annual Delivery Year under the new capacity roles. To permit this implementation date, 
PJM must conduct the Base Residual Auction for the 200%2008 Delivery Year in April 
2007; therefore, PJM and the market participants must begin to implement the necessary 
systems and business practice changes as soon as possible. To that end, the Settling 
Parties are asking the Commission to approve the Settlement Agreement by December 
22, 2006. To the extent necessary, waiver of the Commission's notice requirements is 
request  

V. Service and Request for Waiver of Prating Requirements 

Pursuant to Rules 602(d) and 2010 (18 C.F.1L §§ 385.602(d) & 2010), PJM has 
served, either by paper or electronic service, the settlement documents listed in section II 
above, on all the parties listed on the official service list compiled by the Secretary in this 
proceeding, all PJM members, and all state commissions in the PJM Region. 

With regard to service on the PJM members and the state commissions, PJM 
requests waiver of the posting requirements, so as to permit electronic service rather than 
paper service. Waiver of paper service is consistent with the Commission's decision to 
establish electronic service as the default method of service on service lists maintained by 
the Commission Secretary for Commission proceedings. I While Order No. 653 did not 
amend the posting requirements, application of its rules to tariff filings would be 
consistent with the Commission's "efforts to reduce the use of paper in compliance with 
the Government Paperwork Elimination Act. "2 Applying amended section 385.2010(0 to 

See Electronic Notification of ¢ommj~,ion Issuances, Order No. 653, 110 FERC 
¶ 61,110 (2005). 

x Id. at P 2, citing 44 U.S.C. § 3504. 
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this filing, PJM will post this filing today to the FERC filings section of its internet site, 
httv://www.vim.com/doccments/fere,hUnl, and send an e-mail to all PJ-M members and 
all state utility regulatory commissions in the PJM Region 3 alerting them that this filing 
has been made by P~V[ today and is available by following such link. Within one 
business day, PJM will send a second e-mail to the same list, containing a link that takes 
the recipient directly to the filed document.4 

/ 

Craig Glazer 
Vice President- Federal Government Policy 
PJM Inter~nnection, L.L.C. 
1200 G SUeet, N.W. 
Suite 6OO 
Washington, D.C. 20005 
(202) 393-7756 (phone) 
(202) 393-393-7741 (fax) 
g l ~ i m . c o m  

Respectfully submitted, 

Barry S. Spector 
Paul M. Flynn 
Wright & Talisman, P.C. 
1200 G Street, N.W. 
Suite 600 Washington, D.C. 2o005 
(202) 393-1200 (phone) 
(202) 393-1240 (fax) 
flynn~ghtlaw.cQm 

Jeffrey W. Mayes 
Senior Counsel 
PJM Interconne~on, L.L.C. 
955 Jefferson Avenue 
Norristown, PA 19403 
(610) 666-8878 (phone) 
(610) 666-4281 (fax) 
mavcsi(//~im.com 

Attorneys for 
PJM later~eaaeetton, L.L.C. 

Enol. 
cc: Service List 

PJM already maintains, updates, and regularly uses e-mail lists for all Members 
and affected commissions. 

PJM anlidpates that in tmusual circumstances, it may not be possible to post the 
document to its website on the day of filing, or to distribute an active link to the 
document within one business day. Consistent with §385.2010(iX3), if a link to 
the document does not become available within two business days after filing, 
PJM will arrange for immediate service by other means. 
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viii) The Net Energy and Ancillary Services Revenue Offset values for 
the PJM Region for use in the Variable Resource Requirement 
Curves for the PJM Region and each Locationul Deliverability 
Area for which a separate Variable Resource Requirement Curve 
has been established for such Base Residual Auction; and 

ix) The results of the Prel'nninary Market Structure Scre~ in 
accordance with section 6.2(a). 

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

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

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

5.12 Conduct of RPM Auctions 

The Office of the lnterconneclion shall employ an optimization algorithm for each Base 
Residual Auction and each lneremental Auction to evaluate the Sell Offers and oth~ 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:. 

• all Sell Offers submitted in such auction; 

• the Variable Resource Requirement Craves for the PJM Region and 
each LDA; 

• any constraints resulting from the Locational Defiverability 
Requirement; 

• the PJM Region Refiability Requirement, minus the Forecast RTO ILR 
Obligation. 

v 
Issued By:. 

Issued On: 

Craig Glaz~ 
Vice Pretddent, Federal Government Policy 
September 29, 2006 

Effective: June 1,2007 
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The optimization algorithm shall be applied to calculate the overall clearing result to 
minimize the cost of satisfying the reliability requirements across the PJM Region, regardless of 
whether the quantity clearing the Base Residual Auction is above or below the applicable target 
quantity, while respecting all applicable requirements end constraints. Where the supply curve 
formed by the Sell Offers submitted in an auction falls entirely below the Variable Resource 
Requirement Curve, the auction shall clear at the p r i c e - ~ t y  point on the Variable Resource 
Requhement Curve corresponding to the total Unforced Capacity provided by all such Sell 
Offers. Where the supply curve consists only of Sell Offers located entirely below the Variable 
Resource Requirement Curve and Sell Offers located entirely above the Variable Resource 
Requirement Curve, the auction shall clear at the price-capacity point on the Variable Resource 
Requirement Curve corresponding to the total Unforced Capacity provided by all Sell Offers 
located entirely below the Variable Resource Requirement Curve. In determining the lowest- 
cost overall clearing result that satisfies all applicable constraints end requirements, the 
optimization may select from among multiple possible alternative clearing results that satisfy 
such requirements, including, for example (without limitation by such example), accepting a 
lower-priced Sell Offer that intersects the Variable Resource Requirement Curve and that 
specifies a minimum capacity block, accepting a higher-priced Sell Offer that intersects the 
Variable Resource Requirement Curve and that contains no minimum-block limitations, or 
rejecting both of the above alternatives and clearing the auction at the higher-priced point on the 
Variable Resource Requirement Curve that corresponds to the Unforced Capacity provided by all 
Sell Offers located entirely below the Variable Resource Requirement Curve. 

The Sell Offer price of a Qualifying Transmission Upgrade shall be treated as a capacity 
price differential between the LDAs spedfied in such Sell Offer between which CETL is 
increased, and the Import Capability provided by such upgrade shall clear to the extent the 
difference in clearing prices between such LDAs is greater than the price specified in such Sell 
Offer. The Capacity Resourc~ clearing results and Capacity Resource Clearing Prices so 
determined shall be applicable for such Delivery Year. 

b) First Incremental Auction 

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

• the same loeational constraints that wen-e modeled in the Base Residual 
Auction ; and 

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

The optimization algorithm shall calculate the overall clearing result to minimize the cost 
of committing replacement Capacity Resources in response to the Buy Bids submitted, while 
satisfying or honoring such reliability requirements and ocmstralnts. 

c) Second Inc~mmtal Auction 

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

• The PJM Region Reliability Requirement, less the Forecast RTO ILR 
Obligation; 

Issued By:. 

Issued On: 

Craig Glaz~ 
Vice President, Federal Government Policy 
September 29, 2006 

Effective: June 1, 2007 
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• For each LDA, such LDA's share of  the Final RTO Peak Load Forecast less 
the Forecast RTO ILR Obligation; 

• The Sell Offers submitted in such auction; 

• The Unforced Capacity l~reviously committed for such Delivery Year, and 

• the same Locational Deliverability RequLeements that were modeled in the 
Base Residual Auction. 

The optimization algorithm shall calculate the overall clearing result to minimize the cost 
to satisfy the Unforced Capacity Obfigafion o f  the PJM Region to account for the Final PJM 
Peak Load Forecast, while satisfying or honoring such reliability requirements and constraints, in 
the same manner as set forth in subsection (a) above. 

d) Third Incremental Auction 

For each Third Ineremmtal Auction, the optimization algorithm shall consider:. 

• the same Locational constraints that were modeled in the Base Residual 
Auction ; and 

• the Sell Offers and Buy Bids submitted/n such auction. 

The optimization algorithm shall calculate the overall clearing result to minimize the cost 
o f  committing replacement Capacity Rmourc~ in response to the Buy Bids submitted, while 
satisfying or honoring such reliability reqniremmts and constraints. 

(e)   d-p ced Sen Offers 

If two or more Sell Offers submitted in any auction satisfying all applicable constraints 
include the same offer price, and some, but not all, o f  the Unforced Capacity o f  such Sell Offers 
is required to clear the auction, then the auction shall be cleared in a manner that minimizes total 
costs, including total make-whole payments if  any such offer includes a minimum block and, to 
the extent consistent with the foregoing, in accordance with the following additional principles: 

1) as necessary, the optimization shall clear such offers that have a flexible 
megawatt quantity, and the flexible portions o f  such offers that include a minimum 
block that already has cleared, where some but not all o f  such equal-priced flexible 
quantifies exe required to clear the auction, pro rata based on their flexible megawatt 
quantifies; and 

2) when equal-priced minimum-block offers would result in equal overall 
costs, including make-whole payments, and only one such offer is required to clear 
the auction, then the offer that was submitted earliest to the Office of  the 
lnterconnecfion, based on its assigned timestamp, will dear.  

V 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government Polizy 
September 29, 2006 

Effective: June I, 2007 
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5.13 Certification of ILK 

No later than three months prior to the start of the Delivery Year, ILR Providers may 
submit resources for review and certification by the Office of the Interconnecton, in accordance 
with the Reliability Assurance Agreement and the PJM Manuals, as ILR Resources for the 
Delivery Year. In accordance with Schedule 6 of the Reliability Assurance Agreement, ILR 
Providers must provide the Nominated ILR Value for the ILR resources certified. 

5.14 Clearing Prices and Charges 

a) Capa~ty Resource Clearing Prices 

For each Base Residual Aucton and Incremental Auction, the O~ce of the 
lnterconnecton shall calculate a clearing price to be paid for each megawatt-day of Unforced 
Capacity that clears in such auction. The Capacity Resource C l e a ~  Price for each LDA will 
be the sum of the following: (I) the mm-ginal value of system czpacity for the PJM Region, 
without considering loeafional constraints, and (2) the Locational Price Adder, if any in such 
LDA.all as determined by the Office of the Intereonnecton based on the optimization algorithm. 
If a Capa~ty Resource is located in more than one Locafional Deliverability Area, it shall be 
paid the highest Locafional Price Adder in any applicable LDA in which the Sell Offer for such 
Capacity Resource cleared. 

b) Resource Make-Whole Payments 

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to 
dear the market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer 
needed to clear the market shall clear, and such Sell Off¢~ shall set the marginal value of system 
capacity. In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment 
equal to the CapacAty Resource Clearing Price in such auction times the difference between the 
Sell Offer's mininium block MW quantity and the Sell Offer's cleared MW quantity. The oost 
for any such Resource Make-Whole Payments required in a Base Residual Auction or Second 
Ina~|nmtal Auction shall be collected pro rata from all LSEs in the LDA in which such 
payments were made, based on their Daily Unforced Capacity Obligations. The cost for any such 
Resource Make-Whole Payments required in a First or Third Incremental Auction shall be 
collected from all Capacity Market Buyers in the LDA in which such payments were made, on a 
pro-rata bas~ based on the MV/s purchased in such auction. 

V 

Issued By:. 

Issued On: 

Craig Glaz~ 
Vice President, Federal Gov~ment  Policy 
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c) New Entry Pricz Ad'yastmeat 

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation 
Capacity Resource that clears in the BRA for a Deriver 3, Year may, at its election, submit Sell 
Offers with a New Entry l'rice Adjustment in the BRAs for the two immediately succeeding 
Delivery Years if: 

a. Such Capacity Market Sdler provides notice of such 
election at the time it submits its Sell Offer for such 
resource in the BRA for the first Delivery Year for 
which such resource is efigl"ole to be considered a 
Planned Generation Capacity Resource; 

b. Acceptance of such Sell Offer in such BRA increases 
the total Unforced Capacity in the LDA in which such 
Resource will be located from a megawatt quantity 
below the IDA Reliability Requirement to a megawatt 
quantity corresponding to a point on the VRR Curve 
where price is no greater than 0.40 times the applicable 
Net CONE divided by (one minus the pool-wide average 
EFORd); and 

c. Such Capacity Market Seller submits Sell Offers in the 
BRA for the two immediately succeeding Delivery 
Years for the entire Unforced Capacity of such 
Generation Capacity Resource equal to the less~ of." 1) 
the price in such seller's Sell Offer for the BRA in 
which such resource qualified as a Planned Generation 
Capacity Resource; or 2) 0.90 times the then-current 
Net CONE, on an Unforced Capacity basis, for such 
IDA. 

If the Sell Offer is submitted consistent with the foregoing conditions, the~: 

i. in the first Delivery Year, the Resource sets the 
Capacity Resource Clearing Price for the LDA and all resourzes in 
the LDA receive the Capacity Resource Clearing Price. 

ii. in the subsequent two BRAs, if the Resource dears, 
i t  shall reodve the higher of the foregoing Sell Offer price and the 
Capacity Resource Clearing Price for such LDA. If the Sell Offer 
l~ice exceeds the C _ ~ t y  Resource Clearing Price, the differmce 
will be paid as a Resource Make-Whole Payment in accordance 
with Section 5.14(b). Other capacity reeources that clear the BRA 
in such IDA receive the ~ t y  Resource Clearing Price as 
detea-mined in Section 5.14(a). 

v 

Issued By:. 

Issued On: 

Craig Olazer 
Vice President, Federal Government Poficy 
September 29, co06 

Effective: June l, 2007 
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ifi. The failure to submit a Sell Offer consistent with Section 
5.14(cXi)-(iii) in the BRA for Delivery Year 3 shall not reCoactively revoke the 
New Entry Price Adjustment for Delivery Year 2. 

For each Delivery Year that the foregoing conditions are satisfied, the Office of the 
Interconnection shall maintain and employ in the auction clearing for such IDA a separate VRR 
Curve, notwithstsnding the outcome of the test refe~mced in Section 5.10(aXii) of this 
Attachment. 

d). 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 paymmt equal to the Capacity 
Resource Clearing Price,, including any Locational Price Adder, of the LDA into which the 
Qualifying Transmission Upgrade is to inc,'ease Capacity Emergency Transfer Limit, less the 
Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA fi-om 
which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of 
increased CETL cleared from such Sell Offer. Such payments shall be reflec/ed in the 
Locational Price Adde~ determined as part of the Final Zonal Capacity Price for the Zone 
associated with such LDAs. 

e). Locational Reliability Charge 

in accordance with the Reliability Assurance Agrcement, each LSE shall incur a 
Locational Reliability Charge (subject to certain offsets as dascn'bed in sections 5.13 and 5.15) 
equal to such l.~E's Dally Unforced Capacity Obligation in a Zone during such Delivery Year 
multipfied by the applicable Final Zonal Capacity Price in such Zone. 

0 The Office of the Intercennection shall determine Zonal Capacity Prices in 
accordance with the following, based on the optim'~tion algorithm: 

i) The Office of the Interconncetion shall calculate 
and post the Preliminary Zonal Capacity Prices for each Delivery 
Year following the Base Residual Auction for such Delivery Year. 
The Pre "lmdnm7 Zonal Capacity Price for each Zone shall be the 
sum o~ 1) the merginal value of system capacity for the PJM 
Region, without considering locational constraints; 2) the 
Locational Price Adder, i f  any, for the IDA in which such Zone is 
located; provided however, that if  the Zone contains multiple 
LDAs with different Capacity Resource Clearing Prices, the Zonal 
Capacity Price shall be a weighted average of the Capa,'ity 
Resource Clearing Prizes for such LDAs, weighted by the 
Unforced Capacity of Capacity Resources cleared in each such 
LDA; and 3) 

an adjustment, if  required, to account for Resource Make-Whole 
Payments, all as detmulned in accordance with the optim/zafion 
algorithm. 

Issued By:. 

Issued On: 

Craig Glazer 
Vice President, Federal Govermnent Policy 
September 29, 2006 
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i i)  The OfiSce of the Interconnection shall calculate 
and post the Adjusted Zonal Capacity Price following each Second 
Incremental Auction. The Adjusted Zonal Capacity Price for each 
Zone shall equal (1) the Preliminary Zonal Capacity Price, plus (2) 
the Zonal Capacity Price for such Zone in the Second Incremental 
Auction minus the Preliminary Zonal Capacity Price for such 
Zone, multiplied by the ratio of (y) the total megawatts of 
Unforced Capacity cleared in the Second Incremental Auction 
divided by (z) the sum of the megawatts of Unforced Capacity 
cleared in the Base Residual Auction and the megawatts of 
Unforced Capacity cleared in the Second Incremental Auction, 
plus the Forecast RTO ILR Obligation. 

Hi) The Office of the Interconnection shall calculate 
and post the Final Zonal Capacity Price after all ILR resources are 
certified for the Delivery Year. The Final Zonal Capacity Price for 
each Zone shall equal the Adjusted Zonal Capacity Pric~ as  
further adjusted to reflect the certified ILR compared to the ILR 
Forecast previously used for such Delivery Year, and any 
de,eases in the Nonfinated Demand Resource Value of any 
existing Demand Resource cleared in the Base Residual Auction 
and Second Incremental Auction. 

V 

Issued By:. 

Issu~ On: 

CYaig Glazer 
Vice President, Federal Government Policy 
September 29, 2006 

Effective: June I, 2007 
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g) Resource Substitution Charge 

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

h) Minimum Offer Price Rule for Certain Planned Generation Capacity Resources 

(1) Prior to each Base Residual Auction, the Market 
Monitoring Unit shall develop locational aaset-claas estimates of 
competitive, cost-based, real levelized (year one) Cost of New 
Entry, net of energy and ancillary service revenues ("Net Asset 
Class Cost of New Entry"). Other than the levelizafion approach, 
dete~onination of the Cost of New Entry component of the Net 
Asset Class Cost of New Entry shall be consistent with the 
methodology used to determine the Cost of New Entry set forth in 
Section 5.10(aXiv)(A) of this AttachmeaL Notwithstanding the 
foregoing, the Net Asset Class Cost of New Entry shall be zero 
(i) base load resources, such as nuclear, coal and Integrated 
Gasification Combined Cycle, that require a period for 
development greater than three years; (ii) any facility associated 
with the production of hydroelectric power;, (iii) any upgrade or 
addition to an existing Generation Capacity Resource; or (iv) any 
Planned Ganemtion Capacity Resource being developed in 
response to a state regulatory or legislative mandate to resolve a 
projeeted capacity shortfall in the Delivery Year affe~ing that 
state, as determined pursuant to a state evidmfiary proceeding that 
includes due notice, PJM participation, and an opportonity to be 
heard. 

(2) The Market Monitoring Unit shall evaluate any Sell 
Offer that is based on a Planned Generation Capacity Resource 
submitted in a Base Residual Auction for the first Delivery Year in 
wh/ch such resource qualifies as such a resource, in any LDA for 
which a separate VRR Cm~e has been established, and shall 
determine whether such Sell Offer meets each of the following 
criteria: 

i. Sell Offer affects the Clearing Price; 

ii. Sell Offer is less t h ~  80 percem of the 
appficable Net Asset Class Cost of New Entry or, if  there is no 
applicable Net Asset Class Cost of New Entry, less than 70 percent 
of the Net Asset Class Cost of New Entry for the Reference 
Resource effective in such LDA; and 

V 
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iii. The Capacity Market Seller and any 
Affiliates has or have a "net short position" in such Base Residual 
Auction for such LDA that equals or exceeds (a) ten percent of the 
LDA Reliab'dity Requirement, if less than 10,000 megawatts, or 
Co) five percent of  the total LDA Reliability Requirement, if equal 
to or greater than 10,000 megawatts. A "net short position" shall 
be calculated as the actual retail load obligation minus the portfolio 
of supply. An ~aetual retail load obligation" shall mean the LSE's 
combined load served in the LDA at or around the time of the Base 
Residual Auction adjusted to account for load growth up to the 
Delivery Year, using the Forecast Pool Requirement A "portfolio 
of supply" shall mean the Generation Capacity Resources (on an 
unforced capacity basis) owned by the Capacity Market Seller and 
any Affiliates at the time of the Base Residual Auction plus or 
minus any generation that is, at the time of the BRA, under 
contract for the Delivery Year. 

(3) If the Market Monitoring Unit determines that all of 
the criteria of Section 5.14(h)(2) are met, it shall notify the 
Capacity Market Seller of this determination. Within five business 
days, or such other period to which the Market Monitoring Unit 
consents, such Capacity Market Seller may supply the Market 
Monitoring Unit with specific information about the costs and 
operational parameters relating to its Sell Offer. If the Capacity 
Market Seller fails to supply any such information within the 
specified time, or if the Market Monitoring Unit determines that 
the information provided, combined with revenues that would be 
earned in PJM-administered markets as determined by PJM, does 
not support the offer, the applicable cost-based net Cost of New 
Entry determined in Section 5.14(h)(1) shall be used to establish an 
alternative Sell Offer. The alternative Sell Offer employed in place 
of the actual Sell Offer shall be equal to 90 percent of the 
applicable Net Asset Class Cost of New EnUy or, if there is no 
applicable Net Asset Class Cost of New Entry equal to 80 percent 
of the Net Asset Class Cost of New Entry for the Reference 
Resource. Upon timely receipt of such information, the Market 
Monitoring Unit shall determine whether such Sell Offer is 
consistent with the real levelized (year one) competitive, cost- 
based, fixed, net cost of new entry were the resource to rely solely 
on revenues from P J M ~  market~ (i.e., were all output 
fi~n the unit sold in PJM-administered spot markets). The Market 
Monitoring Unit shall adjust the alternative Sell Offer if 
atvropdato on the basis of the relevant and reliable supporting 
information available and the application of,,- objective analysis. 
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(4) The Market Monitoring Unit shall request that the 
Office of the lnterconnection perform a sensitivity analysis on any 
Base Res/dual Auction that included Sell Offers meeting the 
criteria of Section 5.14(h)(2), for which an acceptable alternative 
Sell Offer was not provided consistent with Section 5.14(h)(3). 
Such analys/s shall re-calculate the clearing price for the Base 
Residual Auction employing in place of each actual Sell Offer 
meeting the criteria a substitute Sell Offer equal to 90 percent of 
the applicable estimated cost determined in accordance with 
Section 5.14(hX1) above, or, if  there is no applicable estimated 
cost, equal to 80 percent of the then-applicable Net CONE. If the 
resulting diffealmce in price between the new clearing price and the 
initial clearing price differs by an amount greater than the greater 
of 20 percent or 25 dollars per megawatt-day for a total LDA 
Reliability Requirement greater than 15,000 megawatts; or the 
greater of 25 percent or 25 dollars per megawatt-day for a total 
LDA Reliability Requirement greater than 5,000 and less than 
15,000 megawatts; or the greater of 30 percent or 25 dollars per 
megawatt-day for a total IDA Reliability Requirement of less than 
5,000 megawatts; thco the Market Monitoring Unit shall discard 
the results of the Base Residual Auction and determine a 
replacement clearing price and the identity of the accepted 
Capacity Resources using the procedure set forth in section 
5.14(h)(5) below. 

(5) Including all of the Sell Offers in a single Base 
Residual Auction that meet the criteria of 5.14(hX4) above, PJM 
shall first calculate the replacement clearing price and the total 
quantity of Capacity R e s o ~  needed for the LDA. PJM shall 
then accept Sell Offers to provide Capacity R c s o u . ~  in 
accordance with the following priority and criteria for allocation: 
(i) first, all Sell Offe~ in their entirety designated as self-supply; 
(ii) then, all Sell Offers of zero, prorating to the extent necessary, 
and (fii) then all remaining Sell Offe~ in order of the lowest price, 
subject to the optimization principles set forth in Section 5.14. 

(6) Notwithstanding the foregoing, this provision shall 
terminate when there exists a positive net demand for new 
resource% as defined in Section 5.10(aXiv)(B) of this Attachment, 
calculated over a period of consecutive Delivery Years beg/nning 
with the first Ddivery Ye~ for which this Attachment is effective 
and oondud/ng with the last Delivery Year preceding such 
c41culatinn~ in 'm area comprised of tho Unctmstzamed LDA Group 
in existence during such f i ~  Dcliw~/Year. Notwithstanding the 
foregoing, the Market Monitoring Unit shall reinstate the 
provisions of this section, solely under conditions in which a 
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consmtined IDA has a gross Cost of New Entry equal to or greater 
than 150 percent of the greatest prevailing gross Cost of New 
Entry in any adjacent LDA. 

5.15 Capacity Transfer Rights 

(a) To recognize the value of Import Capability and provide a partial offset to 
potential Locational Price Adders that may be determined for an LDA (as to any Zone that 
encompassee two or more LDAs, the term "LDA" as used herein shall refer m such Zone, rather 
than to the LDAs it encompasses), the Office of the Interconnection shall allocate Capacity 
Transfer Rights to each LSE serving load in such LDA pro rata based on such LSE's Daily 
Unforced Capacity Obligation in such LDA. The total megawatts of Capacity Transfer Rights 
available for allocation shall equal the megewatts of Unforved Capacity imported into such LDA 
as determined in the Base Residual Auction ("Capadty Imported"), less any Inczanental 
Capacity Transfer Rights into such LDA allocated pursuant to section 5.16 (but not less than 
zero), and shall be subject to change in subsequent Defivery Years as a result of changes in the 
quantity of such Capacity Imported into such LDA. Each change in an LSE's Daffy Unforced 
Capacity Obligation during a Delivery Year shall result in a corresponding change in the 
Capacity Transfer Rights allocated to such LSE. 

(b) For purposes of any Base Residual Auction in an LDA that results in a positive 
Locetional Price Adder, the holder of the Capacity Transfer Rights shall receive a payment 
during the Delivery Year equal to (i) the ~ o n a l  Price Adder determined as a result of such 
auction for such LDA minus the Locational Price Addc~ for the LDA f~om which Unforced 
Capacity is imported to determine the C=q~dty Transfer Right, multiplied by (ii) the megawatt 
quantity of the Capacity Transfer Right allocated to such LSE.(c) For purposes of any Second 
Incremental Auction in such LDA that results in a positive Locational Price Adder, the holder of  
a Capacity Transfer Right shall receive a payment during the Delivery Year equal to (i) the 
difference between the Locational Price Adder determined as a result of such auction for such 
LDA and the Locational Price Adder for the LDA from which Unforced Capacity is imported to 
determine the Capacity Transfer Right, multiplied by (ii) the megawatt quantity of the Capacity 
Transfer Right allocated to such LSE, multipfied by (rio the ratio of the inerease in the quantity 
of Capocity 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) Where an LDA is entirely contained within another LDA: (i) a portion of the 
Imported into the larger LDA will be allocated to the -mailer LDA, based on the 

smaller LDA's proportion of the larger zone's unforced capacity obligation; (ii) the CTRs 
available for allocation to LSEs in the smaller IDA will include the product of the assigned 
portion of the l&ger LDA's Capacity Imported Iim¢8 the difference between the Locational Price 
Adder in the smaller LDA and the Locetional Price Adder in the e~a from which capacity was 
Imported into the larger LDA; and (iii) the total emount of Imported Capadty into the smaller 
LDA remaining for determination of further credits will be reduced by the allocation of credits 
attn~mtsble to Capezity Imported into the larger LDA. 
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(e) 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 Interconnection of  such purchase, in accordance with procedures specified in the PJM 

manuals. 

5.16 Incremental Capacity Transfer Rights 

(a) The Office of the Interconnection shall allocate Incremental Capacity Transfer 
Rights to a Generation lnterconnection Customer or Transmission Interconnection Customer 
obligated to fund a transmission facility or upgrade through a rate or charge specific to such 
facility or upgrade, to the extent such upgrade or facility increases the Import Capability into a 
Locational Deliverability Area, with respect to any such transmission facility or upgrade 
interconnected to the Transmission System pursuant to Part IV of  this Tariff, including 
transmission facilities or upgrades interconnected to the Transmission System pursuant to Part 
IV prior to the effective date of this Attachment. Incremental Capacity Transfer Rights shall be 
available for a facility or upgrade for a Delivery' Year only if the Office of  the Interconnection 
certifies the quantity of Import Capability provided by such facility or upgrade at least 45 days 
prior to the Base Residual Auction for such Delivery Year. The megawatt quantity of  
Incremental Capacity Transfer Rights allocated to such an Interconnection Customer shall equal 
the megawatt quantity of  the increase in Imlx~rt Capability across a locational constraint resulting 
from such upgrade or facility, provided that the total Incremental Capacity Transfer Rights 
awarded as to an LDA may not exceed the total Capacity Transfer Rights determined as to such 
LDA. A Capacity Market Seller that offers and clears a Qualifying Transmission Upgrade in the 
Base Residual 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 Auction that results in a positive Locational 
Price Adder for such LDA, the holder of an Incremental Capacity Transfer Right shall receive a 
payment equal to such Locational Price Adder multiplied by the megawatt quantity of the 
Incremental Capacity Transfer Right allocated to such Interconnection Customer. 

6. M A R K E T  P O W E R  M I T I G A T I O N  

6.1 Applicability 
The provisions of  the Market Monitoring Plan in Attachment M to this Tariff apply to the 

Reliability Pricing Model Auctions. In 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 Loeational 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 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 unaecepted 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 specifies an offer 
requirement applicable to all Capacity Resources, regardless of  Locational Deliverability Area. 
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6.2 Process 

(a) By no later than three months (or such other time period as established for 
purposes of  the Transition Period) prior to the conduct of  the Base Residual Auction and each 
Incremental Auction for such Delivery Year, the Office of  the Interconnection shall post the 
results of  the Market Monitoring Unit 's application of  the Preliminary Market Structure Screen 
set forth below to each such LDA and to the entire PJM Region. 

Co) In accordance with the schedule specified in the PJM Manuals, following PJM's 
conduct of  a Base Residual Auction or Incremental Auction pursuant to section 5.12, but prior to 
PJM's final determination of  clearing prices and charges pursuant to section 5.14, PJM shall: (i) 
apply the Market Structure Test to any LDA having a Locational Price Adder grcater than zero 
and to the entire PJM region; (ii) 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 sufficient time to permit the posting required by section 6.2(a), the 
Market Monitoring Unit shall apply the Preliminary Market Structure Screen to identify 
the LDAs in which Capacity Market Sellers must provide the data specified in section 
6.7(b) for any auction conducted with respect to such Delivery Year and whether 
Capacity Market Sellers must provide this data for the entire PJM Region. For each LDA 
and for the PJM Region, the Preliminary Market Structure Screen will be based on: (1) 
the Unforced Capacity available for such Delivery Year from Generation Capacity 
Resources located in such area; and (2) the Locational Deliverability Area Reliability 
Requirement and the PJM Reliability Requirement. For purposes o f  this screen, any 
LDA for which a separate Variable Resource Requirement Curve has not been 
established under section 5.10 of this Attachment shall be combined with all other such 
LDAs that form an electrically contiguous area ("Unconstrained LDA Group"), and the 
screen shall be applied to such area in the aggregate, rather than to each such LDA 
individually. Any such Unconstrained LDA Groups shall be identified in the posting 
required by section 6.2(a). 

(ii) An LDA, Unconstrained LDA Group, or the entire PJM Region shall t~ail 
the Preliminary Market Structure Screen, and Capacity Market Sellers owning or 
controlling any Generation Capacity Resource located in such LDA, Unconstrained LDA 
Group, or region shall be required to provide the information specified in section 6.7, i f  
any one o f  the following three conditions is met: (1) the market share of  any Capacity 
Market Seller exceeds twenty percent; (2) the HHI for all such sellers is 1800 or higher; 
or (3) there are not more than three jointly pivotal suppliers. 
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(b) Market Structure Test. 

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

(ii) An LDA, Unconstrained I.DA Group, or the PJM Region shall fail the 
Market Structure Test, and mitigation shall be applied to all jointly pivotal suppliers 
(including all Affiliates of  such suppliers, and all third-party supply in the relevant LDA 
or Unconstrained LDA Group controlled by such suppliers by contract), if, as to the Sell 
Offers described in section 6. I, there are not more than three jointly pivotal suppliers. 

(c) Determination of  Incremental Supply 

In applying the market structure scretm and market structure test, the Market Monitoring 
Unit shall consider all incremental supply up to and including all such supply available at an 
effective cost less than or equal to 150% of  the cost-based clearing price calculated using the 
incremental megawatts of  supply available to solve the constraint and the need for megawatts to 
solve the constraint giving rise to a Locational Price Adder. 

6.4 Market Seller Offer Caps 

The Market Seller Offer Cap, stated in dollars per MW-year, applicable to price-quantity 
offers within the Base Offer Segment for an existing Generation Capacity Resource shall be the 
Avoidable Cost Rate for such resource, less the Projected PJM Market Revenues for such 
resource. During the first three Delivery Years of  the Transition Period, the Market Seller Offer 
Cap shall be increased for Sell Offers submitted by eligible Capacity Market Sellers in any 
Unconstrained LDA Group by the Transition Adder set forth in section 17.5 of  this Attachment. 
The Market Seller Offer Cap applicable to price-quantity offers within the EFORd Offer 
Segment for an existing Generation Capacity Resource shall be the net Cost of  New Entry for the 
Delivery Year. Notwithstanding the foregoing, the Market Seller Offer Cap for an existing 
Generation Capacity Resource shall be the Opportunity Cost for such resource, if applicable in 
accordance with section 6.7. Nothing herein shall preclude any Capacity Market Seller and the 
Market Monitoring Unit from agreeing to, nor require either such entity to agree to, an 
alternative market seller offer cap determined on a mutually agreeable basis. Any such 
alternative offer cap shall be filed with the FERC for its approval. 

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, Unconstrained LDA Group, or the 
PJM Region that, without mitigation, would have a Locational Price Adder greater than zero, but 
only in the event the cost-based Sell Offers that would be accepted by the optimization algorithm 
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to resolve any locational constraint giving rise to the l.ocational Price Adder (and that 
would not have been accepted absent such constraint), and all cost-based Sell Offers made at a 
price less than or equal to 150 percent of  the clearing price detcrmined by the optimization 
algorithm that would help resolve such constraint remaining available but unaccepted by such 
algorithm, collectively fail the Market Structure Test. 

(a) Mitigation for Generation Capacity Resources. 

i) Existing Generation Resource. 

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

ii) Planned Generation Capacity Resources 

(A) Sell Offers based on Planned Generation Capacity Resources shall be 
presumed to be competitive and shall not be subject to market power mitigation in the 
Base Residual Auction or Second Incremental Auction for the first Delivery Year for 
which such resource qualifies as a Planned Generation Capacity Resource, but may be 
rejected if found by the PJM Market Monitoring Unit not to be competitive in accordance 
with the criteria and procedures set forth below. Such resources shall be treated as 
Existing Generation Capacity Resources in the auctions for any subsequent Delivery 
Year; provided, however, that such resources may receive certain price assurances for the 
two Delivery Years immediately following the first Delivery Year of  service under 
certain conditions as set forth in section 5.14 of  this Attachment. 

(B) Sell Offers based on Planned Generation Capacity Resources submitted 
for the first year in which such resources qualify as Planned Generation Capacity 
Resources shall be deemed competitive and not be subject to mitigation if: (1) 
collectively all such Sell Offers provide Unforced Capacity in an amount equal to or 
greater than two times the incremental quantity o f  new entry required to meet the LDA 
Reliability Requirement; and (2) at least two unaffiliated suppliers have submitted Sell 
Offers for Planned Generation Capacity Resources in such LDA. Notwithstanding the 
foregoing, any Capacity Market Seller, together with Affiliates, whose Sell Offers based 
on Planned Generation Capacity Resources in that LDA are pivotal, shall be subject to 
mitigation. 
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(C) Where the two conditions stated in Paragraph (B) are not met, or the Sell 
Offer is pivotal, the Market Monitoring Unit shall (1) compare each such Sell Offer to 
Sell Offers submitted in other LDAs (with due recognition for locational differences) and 
to the Cost o f  New Entry for the LDA in which the offer otherwise would clear and other 
LDAs (with due recognition for Iocational differences); (2) evaluate potential barriers to 
new entry on the basis of  interviews with potential suppliers and other market 
participants; and (3) determine, based on that analysis, whether to reject such Sell Offer 
as non-competitive. Following the conduct of  the applicable auction and before the final 
determination of  clearing prices, in accordance with Section 6.2(b) above, the Market 
Monitoring Unit shall notify a Capacity Market Seller whose Sell Offer is deemed non- 
competitive and allows such Capacity Market Seller an opportunity to submit a revised 
Sell Offer. The Office of  the lnterconnection then shall clear the auction with such 
revised Sell Offer in place if the Market Monitoring Unit determines that such revised 
offer is competitive in accordance with the above criteria. If the revised Sell Offer is not 
deemed competitive, it will be rejected. 

(b) Mitigation for Demand Resources 

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

6.6 Offer Requirement for Capacity Resources 

(a) To avoid application of subsection (d), all Unforced Capacity of  all existing 
Generation Capacity Resources located in the PJM Region shall be offered (which may include 
submission as Self-Supply) in the Base Residual Auction for each Delivery Year, where 
Unforced Capacity is determined using an EFORd less than or equal to the EFORd for the 12 
months ending on the September 30 that last precedes the submission of  such offers. 

Co) Notwithstanding the foregoing, to address the risk of  a change in EFORd 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 o f  quali t~ng 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 external 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 a Delivery Year, and that does not meet any o f  the 
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exceptions stated in the prior subsection: (i) may not participate in any subsequent auctions 
conducted for such Delivery Year;, (ii) shall not receive any payments under section 5.14 for such 
Delivery Year; and (iii) shall not be permitted to satisfy any LSE's Unforced Capacity 
Obligation, or any entity's obligation to obtain the commitment of  Capacity Resources, for such 
Delivery Year. 

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

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

(g) In addition to the remedies set forth in subsections (c), (d), (e), and (f'), if the 
Market Monitoring Unit determines that one or more Capacity Market Sellers' failure to offer 
part or all of  one or more existing generation resources into an auction would result in an 
increase of greater than five percent in any Zonal Capacity Price.determined through such 
auction, the Office of  the Interconnection shall apply to FERC for an order, on an expedited 
basis, directing such Capacity Market Seller to participate in the auction, or for other appropriate 
relief, and PJM will postpone cleating the auction pending FERC's decision on the matter. 

6.7 Data Submission 

(a) Potential participants in any PJM Reliability Pricing Model Auction shall 
submit the following data, (all submitted data is subject to verification by the MMU) 
together with supporting documentation for each item, to the Market Monitoring Unit no 
later than four months prior to the posted date for the conduct of  such auction,a list o f  
owned or controlled generation resources by PJM transmission zone for the specified 
Delivery Year, including the amount of  gross capacity, the EFORd and the net (unforced) 
capacity. 
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(b) Except as provided in subsection (c) below, potential participants in any PJM 
Reliability Pricing Model Auction in any LDA or Unconstrained LDA Group that fails the 
Preliminary Market Structure Screen (or, if such region fails the screen, potential auction 
participants in the entire PJM Region) shall, in addition, submit the following data, (all submitted 
data is subject to verification by the MMU) together with supporting documentation for each 
item, to the Market Monitoring Unit no later than two months prior to the conduct of  such 
auction: 

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

ii. If the Capacity Market Seller intends 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 (d), with detailed supporting 
documentation. 

(c) Potential auction participants identified in subsection (b) above need not submit 
the data specified in that subsection for any Generation Capacity Resource: 

i. that is in an Unconstrained I.DA Group or, if this is the relevant market, the entire 
PJM Region, and is in a resource class determined by the Market Monitoring Unit as 
not likely to include the marginal price-setting resources in such auction; or 

ii. for which the potential participant commits that any Sell Offer it submits as to 
such re.source shall not include any price above the level identified for the relevant 
resource class by the Market Monitoring Unit. 

The Market Monitoring Unit shall determine, in its discretion, following stakeholder 
consultation, the resource classes and corresponding prices described in this subsection and shall 
identify such resource classes and prices in the posting required by section 6.2(a). Nothing 
herein precludes the Market Monitoring Unit from requesting additional intbrmation from any 
potential auction participant as deemed necessary by the Market Monitoring Unit, including, 
without limitation, additional cost data on resources in a class that is not otherwise expected to 
include the marginal price setting resource; and compliance with such request shall be a 
condition of  participation in any auction. Any Sell Offer submitted in any auction that is 
inconsistent with any commitment made pursuant to this subsection shall be rejected, and the 
Capacity Market Seller shall be required promptly to resubmit a Sell Offer that complies with 
such commitments. If the Capacity Market Seller does not timely resubmit its Sell Offer, it shall 
be deemed to have submitted a Sell Offer that complies with the commitments made under this 
subsection, with a default price equal to the maximum price for the class of  resource identified in 
the Sell Offer, as previously specified by the Market Monitoring Unit in the posting required by 
section 6.2(a). Notwithstanding the foregoing, if the Capacity Market Seller demonstrates to the 
satisfaction o f  the Market Monitoring Unit that a significant change in circumstances warrants 
submission o f  a Sell Offer that is inconsistent with a prior commitment under this subsection, 
then the Market Monitoring Unit shall allow such Sell Offer provided that the Capacity Market 
Seller promptly notifies the Market Monitoring Unit upon becoming aware of  the change in 
circumstances and provides all information deemed necessary by the Market Monitoring Unit to 
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support such Sell Offer and that the offer is otherwise consistent with the requirements of this 
section 6. The obligation imposed under section 6.6(a) shall not be satisfied unless and until the 
Capacity Market Seller submits (or is deemed to have submitted) a Sell Offer that conforms to its 
commitments made pursuant to this subsection. 

(d) In order for costs to qualify for inclusion in the Market Seller Offer Cap, the 
Capacity Market Seller must provide to PJM relevant cost data conceming each data item 
specified. Based on the data and calculations submitted by the Capacity Market Sellers for each 
existing generation resource and the formulas specified below, the MMU shall calculate the 
Market Seller Offer Cap for each such resource, and notify the Capacity Market Seller one 
month prior to the auction whether such submittal will be accepted, and if not, provide to such 
seller detailed information as to why such submittal was not accepted. If a 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 the MMU.) 

i. Avoidable Cost Rate: The Avoidable Cost Rate for an existing generation 
resource shall be determined using the formula below and applied to the unit's Base 
Offer 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 starling 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 pe~nit firm 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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iii. EFORd Offer Segment: To address the risk of  a change in EFORd 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  megawatts priced at 
up to the Net Cost of  New Entry. Such quantity ofmegawatts  shall be no greater than 
such resource's demonstrated summer net capability of  installed capacity, as 
determined in accordance with the PJM Manuals, multiplied by, at the Capacity 
Market Seller's election, either: (A) the positive difference between such resource's 
five-year average EFORd for the five consecutive years ending three months prior to 
the submission of  such Sell Offer and such resource's twelve-month average EFORd 
for the twelve months ending three months prior to the submission o f  such Sell Offer, 
or (B) the positive difference between the EFORd reasonably anticipated, based on 
known and measurable changes and supported by appropriate documentation, for the 
twelve months ending on the September 30 last preceding the commencement of  the 
Delivery Year, and the twelve-month average EFORd for the twelve months ending 
three months prior to the submission of  such Sell Offer. 

iv. Projected PJM Market Revenues, as defined by section 6.8(d), for any 
Generation Capacity Resource to which the Avoidable Cost Rate is applied. 

6.8 Avoidable Cost Definition 

(a) Avoidable Cost Rate: The Avoidable Cost Rate for a Generation Capacity 
Resource that is the subject of  a Sell Offer shall bc dctermined using the following formula, 
expressed in dollars per MW-year: 

Avoidable Cost Rate = [I.10*(AOML + AAE + AME + AVE + ATF1 + 
ACC + ACLE) + APIR] 

Where: 

• A O M L  (Avoidable Operations and Maintenance 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 Administrat ive 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 are those incurred for: (a) 
employee expenses (except employee expenses included in AOML); (b) 
environmental fees; (c) safety and operator training; (d) office supplies; (e) 
communications; and (0 annual plant test, inspection and analysis. 

• AME (Avoidable Maintenance Expenses) consists of  avoidable 
maintenance expenses (other than expenses included in AOML) related 
directly to the generating unit for the twelve months preceding the month in 
which the data must be provided. The categories of  expenses included in 
AME are those incurred for: (a) chemical and materials consumed during 
maintenance o f  the generating unit; and 0a) rented maintenance equipment 
used to maintain the generating unit. 

• AVE (Avoidable Variable Expenses) consists of  avoidable variable expenses 
related directly to the generating unit incurred in the twelve months preceding 
the month in which the data must be provided. The categories o f  expenses 
included in AVE are those incurred for: (a) water treatment chemicals and 
lubricants; (b) water, gas, and electric service (not for power generation); 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 
preceding the month in which the data must be provided. The categories o f  
expenses included in AFTI arc those incurred for: (a) insurance, ('b) permits 
and licensing fees, (c) site 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 the 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 o f  fuel 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 o f  inventory for normal, 
expected operations can occur. 
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1 to5 
6to 10 
11to15 
16 Plus 

Mandatory Capital Expenditures ('CapEx') 
40 Plus Alternative 

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

APIR (Avoidable Project Investment Recovery Rate) = PI * CRF 

Where: 

• PI is the amount of  project investment reasonably required to enable a 
Generation Capacity Resource that is the subject of  a Sell Offer to 
continue operating or improve availability during Peak-Hour Periods 
during the Delivery Year. 

• CRF is the annual capital recovery factor from the following table, 
applied in accordance with the terms specified below. 

20 0.125 
15 0.146 
10 0.198 
5 0.363 
4 0.450 
1 1.100 

v 

Unless otherwise stated, Age of Existing Unit shall be equal to the number of  years since 
the Unit commenced commercial operation, up to and through the relevant Delivery 
Year. 

Remaining Life of  Plant defines the amortization schedule (i.e., the maximum number of  
years over which the Project Investment may be included in the Avoidable Cost Rate.) 

Capital Expenditures and Project Investment 

For any given Project Investment, a Capacity Market Seller may make a one-time 
election to recover such investment using: (i) the highest CRF and associated recovery schedule 
to which it is entitled; or (ii) the next highest CRF and associated recovery schedule. For these 
purposes, the CRF and recovery schedule for the "16 Plus" category is the next highest CRF and 
recovery schedule for both the "Mandatory CapEx" and the "40 Plus Alternative" categories. 
The Capacity Market Seller using the above table must provide the PJM Market Monitoring Unit 
with information, identifying and supporting such election, including but not limited to the age of  
the unit, the amount of  the Project Investment, the purpose o f  the investment, evidence of 
corporate commitment (e.g., an SEC filing, a press release, or a letter from a duly authorized 
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corporate officcn" indicating intent to make such investment), and detailed information concerning 
the governmental requirement (if applicable). Absent other written notification, such election 
shall be deemed based on the CRF such Seller employs for the first Sell Offer reflecting recovery 
of  any portion of  such Project Investment. A Sell Offer submitted in the BRA for either or both 
of  the 2007-2008 and 2008-2009 Delivery Years for which the "16 Plus" CRF and recovery 
schedule is selected may not exceed an offer price equal to the then-current Net CONE (on an 
unforced-equivalent basis). 

For any resource using the CRF and associated recovery schedule from the CRF table 
that set the Capacity Resource Cleating Price in any Delivery Year, such Capacity Market Seller 
must also provide to the PJM Market Monitoring Unit, for informational purposes only, evidence 
of  the actual expenditure of  the Project Investment, when such information becomes available. 

If the project associated with a Project Investment that was included in a Sell Offer using 
a CRF and associated recovery schedule from the above table has not entered into commercial 
operation prior to the end of the relevant Delivery Year, and the resource's Sell Offer sets the 
clearing price for the relevant LDA, the Capacity Market Seller shall be required to elect to 
either (i) pay a charge that is equal to the difference between the Capacity Resource Clearing 
Price for such LDA for the relevant Delivery Year and what the clearing price would have been 
absent the APIR component of  the Avoidable Cost Rate, this difference to be multiplied by the 
cleared MW volume from such Resource ("rebate payment"); (ii) hold such rebate payment in 
escrow, to be released to the Capacity Market Seller in the event that the project enters into 
commercial operation during the subsequent Delivery Year or rebated to LSEs in the relevant 
I.DA if the project has not entered into commercial operation during the subsequent Delivery 
Year; or (iii) make a reasonable investment in the amount of  the PI in other existing Generation 
Capacity Resources owned or controlled by the Capacity Market Seller or its Affiliates in the 
relevant LDA. The revenue from such rebate payments shall be allocated pro rata to LSEs in the 
relevant LDA(s) that were charged a Locational Reliability Charge for such Delivery Year, based 
on their Daily Unforced Capacity Obligation in the relevant LDA(s). If the Sell Offer from the 
Generation Capacity Resource did not set the Capacity Resource Cleating Price in the relevant 
LDA, no alternative investment or rebate payment is required. If the difference between the 
Capacity Resource Clearing Price for such LDA for the relevant Delivery Year and what the 
clearing price would have been absent the APIR amount does not exceed the greater o f  $10 per 
MW-day or a 10°/0 increase in the clearing price, no alternative investment or rebate payment is 

required. 
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Mandatory. CapEx Option 

The Mandatory CapEx CRF and recovery schedule is an option available, beginning in 
the third BRA (Delivery Year 2009-10), to a resource that must make a Project Investment to 
comply with a governmental requirement that would otherwise materially impact operating 
levels during the Delivery Year, where: (i) such resource is a coal, oil or gas-fired resource that 
began commercial operation no fewer than fifteen years prior to the start of  the first Delivery 
Year for which such recovery is sought, and such Project Investment is equal to or exceeds 
$200/kW of capitalized project cost; or (ii) such resource is a coal-fired resource located in an 
LDA for which a separate VRR Curve has been established for the relevant Delivery Years, 
began commercial operation at least 50 years prior to the effective date of that certain September 
29, 2006 Settlement Agreement in FERC Docket Nos. ER05-1410 and EL05-148, and the 
Capacity Market Seller submitting the sell offer for such resource was a signatory or an Affiliate 
of a signatory to such Settlement Agreement. 

A Capacity Market Seller that wishes to elect the Mandatory CapEx option for a Project 
Investment must do so beginning with the Base Residual Auction for the Delivery Year in which 
such project is expected to enter commercial operation. A Sell Offer submitted in any Base 
Residual Auction for which the "Mandatory CapEx" option is selected may not exceed an offer 
price equivalent to 0.90 times the then-current Net CONE (on an unforced-equivalent basis). 

40 Year Plus Alternative Option 

The 40 Plus Alternative CRF and recovery schedule is an option available, beginning in 
the third BRA (Delivery Year 2009-10), for a resource that is a gas- or oil-fired resource that 
began commercial operation no less than 40 years prior to the conduct of the relevant BRA 
(excluding, however, any resource in any Delivery Year for which the resource is receiving a 
payment under Part V of the PJM Tariff Generation Capacity Resources electing this 40 Plus 
Alternative CRF shall be treated as At Risk Generation for purposes of the sensitivity runs in the 
RTEP process). Resources electing the 40 Year Plus Option will be modeled in the RTEP 
process as "at-risk" at the end of the one-year amortization period. 

A Capacity Market Seller that wishes to elect the 40 Plus Alternative option for a Project 
Investment must provide written notice of such election to the Office of the Interconnection no 
later than six months prior to the Base Residual Auction for which such election is sought; 
provided however that shorter notice may be provided if unforeseen circumstances give rise to 
the need to make such election and such seller gives notice as soon as practicable. 

The Office of the lnterconnection shall give market participants reasonable notice of such 
election, subject to satisfaction of requirements under the PJM Operating Agreement for 
protection of confidential and commercially sensitive information. A Sell Offer submitted in any 
Base Residual Auction for which the "40 Plus Alternative" option is selected may not exceed an 
offer price equivalent to the then-current Net CONE (on an unforced-equivalent basis). 
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C o) For the purpose of  determining an Avoidable Cost Rate, avoidable expenses are 
incremental expenses directly required to operate a Generation Capacity Resource that a 
Generation Owner would not incur if such generating unit did not operate in the Delivery Year or 
meet Availability criteria during Peak-Hour Periods during 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. 

(d) Projected PJM Market Revenues for any Generation Capacity Resource to which 
the Avoidable Cost Rate is applied shall include all actual unit-specific revenues from PJM 
energy markets, ancillary services, and unit-specific bilateral contracts from such Generation 
Capacity Resource, net of  marginal costs for providing such energy (i.e., costs allowed under 
cost-based offers pursuant to Section 6.4 of  Schedule 1 of  the Operating Agreement) and 
ancillary services from such resource. 

(i) For the first three BRAs (for Delivery Years 2007-08, 2008-09, 
2009-10), the calculation of  Projected PJM Market Revenues shall 
be equal to the simple average of such net revenues as described 
above for calendar years 2001-2006; and 

(ii) For the fourth BRA (delivery year 2010-11) and thereafter, the 
calculation of  Projected PJM Market Revenues shall be equal to 
the rolling simple average of  such net revenues as described above 
from the three most recent whole calendar years prior to the year in 
which the BRA is conducted. 
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If a Generation Capacity Resource did not receive PJM market revenues during the entire 
relevant time period because the Generation Capacity Resource was not integrated into PJM 
during the full period, then the Projected PJM Market Revenues shall be calculated using only 
those whole calendar years within the full period in which such Resource received PJM market 

r e v e n u e s .  

If a Generation Capacity Resource did not receive PJM market revenues during the entire 
relevant time period because it was not in commercial operation during the entire period, then the 
Projected PJM Market Revenues shall be calculated based upon net revenues received over the 
entire period by comparable units, to be developed by the MMU and the Capacity Market Seller. 

7. GENERATION RESOURCE RATING TEST FAILURE CHARGE 

7.1 Generation Resource Rating Test Failure Charges 

A Generation Resource Rating Test Failure Charge shall be assessed on any Market 
Seller that commik~ 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 

Each Generation Capacity Resource committed for a Delivery Year shall be obligated to 
complete a generation resource capacity test, as described in the PJM Manuals, for both the 
Summer and Winter Seasons. The Market Seller that committed the resource may perform an 
unlimited number of  tests during each such period. If none of  the tests during a testing period 
certify full delivery of  the megawatt amount of  installed capacity the Market Seller committed 
for such Delivery Year, the Market Seller shall be assessed a daily Generation Resource Rating 
Test Failure Charge for each day from the first day of  the Summer or Winter Season in which 
such resource failed the rating test through the last day of  such Delivery Year, provided, 
however, that a Capacity Market Seller that fails Dr is expected to fail a rating test may obtain 
and commit Unforced Capacity from a replacem~mt Generation Capacity Resource meeting the 
same Iocational requiremenk~. Such Unforced Capacity may include uncommitted or uncleared 
Sell Offer blocks from Generation Capacity Resources that were otherwise committed. In such 
case, the charge prescribed below shall be assessed from the first day o f  the season for which the 
test was failed through the last day before the effective date of  the commitment of  such 
replacement Generation Capacity Resource in an amount equal to the full shortage of  Unforced 
Capacity determined in subsection (13) below. Any such commitment of  replacement capacity 
shall be effective upon no less than one day's  notice to the Office of  the Intereonncction. 
Thereafter, any charges assessed on the Capacity Market Seller that fails such a rating test shall 
be assessed for the quantity o f  Unforced Capacity less any amount from such replacement 
Generation Capacity Resource. 
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b) Generation Resource Rating Test Failure Charge 

The Generation Resource Rating Test Failure Charge shall equal the Daily Deficiency 
Rate multiplied by the following megawatt quantity, converted to an Unforced Capacity basis 
using the EFORD associated with such Market Seller's cleared Sell Offer: (i) the installed 
capacity in such Sell Offer for such resource, minus (ii) the highest installed capacity rating 
determined for such resource in any test during the relevant testing period. The Daily Deficiency 
Rate shall equal the greater of: (iii) two times the Capacity Resource Cleating Price, in $/MW- 
day, applicable to the Generation Capacity Resource; or (iv) the Net Cost of  New Entry. If a 
single resource is the basis for cleared Sell Offers of  multiple Capacity Market Sellers, the 
installed capacity shortfall determined under (i) and (ii) above shall be 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 Failure 
Charges. 

The revenue collected from Generation Resource Rating Test Failure Charges shall be 
distributed on a pro-rata basis to LSEs that were charged a Locational 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 LSEs based on their Daily Unforced Capacity 
Obligation. 

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  CHARGE 

8.1 A Capacity Resource Deficiency Charge shall be assessed on any Capacity 
Market Seller that commits a Capacity Resource for a Delivery Year that is 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 Sell Oftbr: 

a) Unit Derating - Such Capacity Resource is a Generation Capacity Resource and 
its capacity vaiue is de-rated prior to or during the Delivery Year; 

b) EFORD Increase - Such Capacity Resource is a Generation Capacity Resource 
and the EFORo value determined for such resource two (2) months prior to the Third 
Incremental Auction is lower than the EFORo value submitted in the Capacity Market Seller's 
cleared Sell Offer; 

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

d) Planned 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 

e) Existing Demand Resource - Such Capacity Resource is an existing Demand 
Resource and, subject to section 8.4, is not capable o f  providing the megawatt quantity of  load 
response specified in the cleared Sell Offer. 
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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 o f  deficiency below the level o f  
capacity committed in such Capacity Market Seller's Sell Offer, 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 on 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. 

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 (e) 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 the 
Transmission System of load that was relied upon for load response in such Sell Offer; provided, 
however, that the Capacity Market Seller must provide the Office of  the lnterconnection with all 
information deemed necessary by the Office of  the lnterconnection to assess the merits of  the 
request for relief. 

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

C H A R G E .  

a) Purpose 

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

b) 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 
Intercormection, the Capacity Market Seller must obtain replacement Unforced Capacity from a 
Capacity Resource that is not already committed for such Delivery Year and that meets all 
characteristics specified in the Sell Offer, including the megawatt quantity o f  Unforced Capacity 
committed for such Delivery Year, or otherwise 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. 
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c) Peak Season Planned and Maintenance Outages 

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

d) Peak Season 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 megawatt 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. 

e) Allocation of  Revenue Collected from Peak Season Maintenance Compliance 

Penalty Charges 

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

10. P E A K - I I O U R - P E R I O D  A V A I L A B I L I T Y  C H A R G E S  A N D  C R E D I T S  

(a) To preserve and maintain the reliability of  the PJM Region and to encourage 
Capacity Market Sellers to maintain the availability o f  Generation Capacity Resources during 
critical peak hours of  the Delivery Year, each Capacity Market Seller that commits a Generation 
Capacity Resource for a Delivery Year shall be credited or charged to the extent the critical 
peak-period availability of  its committed Generation Capacity Resources exceeds or falls short, 
respectively, of  the expected availability of  such resources. Charges and credits hereunder shall 
not apply to wind or solar resources. 

Co) critical peak periods for purposes of  this assessment ("Peak-Hour Periods") shall 
be the hour ending 1500 EPT through the hour ending 1900 EPT on any day during the calendar 
months of June through August that is not a Saturday, Sunday, or federal holiday, and the hour 
ending 800 EPT through the hour ending 900 EPT and the hour ending 1900 EPT through the 
hour ending 2000 EPT on any day during the calendar months of January and February that is 
not a Saturday, Sunday or federal holiday. 
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c) Pcak-Period Equivalent Forced Outage Rate and Peak-Period Capacity 

Calculations 

The Peak-Period Equivalent Forced Outage Rate shall be calculated for Peak-Hour 
Periods based on the following formula: 

EFORr,(%) = (FOH + EFPOH) / (SH + FOH) 

where 

FOH = thll forced outage hours when the unit was called upon, 
excluding those outages deemed as OMC (as defined below); 

EFPOH = equivalent forced partial outage hours when the unit was 
called upon, excluding those outages deemed as OMC (as defined 
below); and 

SH "-- service hours as defined pursuant to NERC GADS standards. 

The Peak-Period Capacity of  a Generation Capacity Resource shall be calculated as follows: 

PCAP = ICAP * (1.0 - EFOR~,) 

where 

ICAP = the installed capacity rating of  such Generation Capacity 
Resource 

d) Determination of Expected EFOR~, and PCAP for Generation Capacity Resources 

For each Delivery Year, the expected EFORP and PCAP of each Generation Capacity 
Resource committed to serve load in such Delivery Year shall be the EFORo and UCAP, 
respectively, calculated on a rolling-average basis using .such resource's service history during the 
five consecutive annual periods of twelve consecutive months ending September 30 last preceding 
such Delivery Year. Such EFORu and UCAP shall be determined in accordance with Schedule 5 of  
the Reliability Assurance Agreement, which excludes (for purposes of  Capacity Resource UCAP 
calculations) outages deemed outside management control in accordance with the standards and 
guidelines of  NERC, as defined in the Generating Availability Data System, Data Reporting 
Instructions in Attachment K or its successor ("Outside Plant Management Con~fl" or "OMC'). 

V 

(e) For each Delivery Year, the actual EFORv and PCAP of  each Generation 
Capacity Resource shall be calculated during the Peak-Hour Periods of  such Delivery Year, 
provided however, that such calculation shall not include any day such a resource was 
unavailable if such unavailability resulted in a charge or penalty due to delay, cancellation, 
retirement, de-rating, or rating test failure. The full or partial forced outage hours when called 
upon shall be those outage hours during which the cost-based offer for energy from the resource 
would have been less than the applicable Loeational Marginal Price for such resource, or when 
the Office of  the Intercenneetion would have called upon the resource (absent the outage) for 
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operating reserves, in both cases as determined by the Office of  the Interconnection in 
accordance with the procedures specified in the PJM Manuals (including, without limitation, 
respecting such unit 's current operating constraints). In addition, for single-fueled, natural gas- 
fired units, a failure to perform during the winter Peak-Hour Period shall be excused for purposes 
of  this section if the Capacity Market Seller can demonstrate to the Office of  the Interconncction 
that such failure was due to non-availability of  gas to supply the unit. 

(0 If the calculation under subsection (e) for any Generation Capacity Resource for a 
Delivery Year results in fewer than fifty total Service Hours during Peak Hours, then the actual 
EFORP for purposes o f  such calculation shall be the resource's EFORn and the actual PCAP for 
purposes of  such calculation shall be the resource's UCAP, in both cases considering all hours in 
the Delivery Year (to the extent required by the EFORD and UCAP calculations). 

(g) For each Delivery Year, the excess or shortfall in Peak-Hour Period availability 
for each Generation Capacity Resource shall be determined by comparing such resource's 
expected and actual PCAP, subject to the limitation under subsection (i) below. The net Peak- 
Hour Period availability shortfall or excess for each Capacity Market Seller and FRR Entity in 
each Locational Deliverability Area shall be the net of  the shortfalls and excesses of  all 
Generation Capacity Resources in such Locational Dcliverability Area committed by such 
Capacity Market Seller fi~r such Delivery Year. 

(h) As to any Generation Capacity Resource experiencing or expected to experience a 
full or partial outage during any Peak-Hour Period that would or could result in a shortfall under 
subsection (g) above, a Capacity Market Seller may obtain and commit Unforced Capacity from 
a replacement Generation Capacity Resource (not previously committed) meeting the same 
locational requirements as such resource. Such Unforced Capacity shall be recognized for 
purposes of  this section prospectively from the effective date of  commitment of  such 
replacement resource, and to the extent such replacement Unforced Capacity thereafter is 
available during Peak-tlour Periods, any shortfall that otherwise would have been calculated 
shall be reduced to that extent. Any such commitment of  replacement capacity shall be effective 
upon no less than one day's notice to the Office of  the lnterconnection. 

(i) The shortfall determined for any Generation Capacity Resource shall not exceed 
an amount equal to 0.50 times the Unforced Capacity of  such resource; provided, however, that 
if such limitation is triggered as to any Generation Capacity Resource for a Delivery Year, then 
the decimal multiplier for this calculation as to such resource in the immediately succeeding 
Delivery Year shall be increased to 0.75, and if such limitation again is triggered in such 
succeeding Delivery Year, then the multiplier shall be increased to 1.00. The multiplier shall 
remain at either such elevated level for each succeeding Delivery Year until the shortfall 
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experienced by such resource is less than 0.50 times the Unforced Capacity of such 

resource for three consecutive Delivery Years. 

(j) A Peak-Hour Period Availability Charge shall be assessed on each Capacity Market 
Seller with a net shortfall in PCAP in an LDA, where such charge is equal to such shortfall times the 
Capacity Resource Clearing Price determined for such Locational Deliverability Area for such 

Delivery Year. 

(k) The revenues from such charges shall be distributed to the Capacity Market Sellers, 
and FRR Entities that committed Generation Capacity Resources, in such Locational Deliverability 
Area that have net excess PCAP for such Delivery Year, provided however that any such seller shall 
be paid no more than the product of such seller's net excess PCAP times the Capacity Clearing Price 
determined for such Locational Deliverability Area for such Delivery Year. Any excess revenues 
remaining after such distribution shall be distributed on a pro-rata basis to all LSEs in the Zone that 
were charged the same Locational Reliability Charge for the Delivery Year for which the Peak Hour 
Availability Charge was assessed, and to all FRR Entities in the Zone that are LSEs and whose FRR 
Capacity Plan resources over-performed in the Delivery Year, on a pro-rata basis in accordance with 
each LSE's Daily Unforced Capacity Obligation. 

(l) The Office of the lnterconnection shall provide estimated charges and credits based 
on the summer Peak-Hour Periods within three calendar months after the end of the summer period. 
Final charges and credits for the Delivery Year shall be billed within three calendar months tbllowing 

the end of the winter period. 

11. D E M A N D  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 E  
(a) The Office of the Interconnection shall separately evaluate compliance of each 

Demand Resource offered and cleared in a Reliability Pricing Model Auction and each nominated 
ILR resource certified for a Delivery Year, in accordance with procedures set forth in the PJM 
Manuals. The compliance is evaluated separately in each LDA (or Zone, where such Zone 
encompasses two or more LDAs). Capacity Markct Sellers that committed Demand Resources and 
ILR Providers that nominated ILR for a Delivery Year that cannot demonstrate the hourly 
performance 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 ILR Compliance 
Penalty charge; provided, however, that such under compliance shall be determined on an aggregate 
basis for all Demand Resources and ILR offered by the same Capacity Marker Seller or by the same 

ILR Provider in a single Zone. 

b) The Demand Resource and ILR Compliance Penalty Charge shall equal 0.20 times 
the Annual Revenue Rate multiplied by the following megawatt quantity, converted to an Unforced 
Capacity basis using the applicable DR Factor and Forecast Pool Requirement: (i) the megawatts of 
load reduction capability committed in the applicable Sell Offer or ILR certification minus (ii) the 
under-compliance megawatts of load reduction actually provided during a reduction event called by 
the Office of the Interconnection. The Annual Revenue Rate for a Demand Resource shall be the 
Resource Clearing Price that the resource received in the auction in which it cleared. The Annual 

Revenue Rate for an ILR resource shall be the 
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Adjusted Zonal Capacity Price for the Zone in which such ILR was certified, but no to exceed the 
Locational Reliability Charges assessed on loads in such LDA, net of any Capacity Transfer Right 
credits allocated to such loads. The total charge per megawatt that may be assessed on a Demand 
Resource or ILR resource in a Delivery Year shall be capped at the Annual Revenue Rate the 
resource would receive in the Delivery Year. 

c) Revenues from assessment of a Demand Resource and ILR Compliance Penalty 
Charge shall be distributed by the third billing month following the event that gave 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 such revenues remain after such distribution, the remaining 
revenues shall be distributed to LSEs based on each LSE's average Daily Unforced Capacity 
Obligation for the month in which the non-compliance event occurred. 

12. QUALIFYING TRANSMISSION UPGRADE COMPLIANCE 
PENALTY CHARGE 

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

13. EMERGENCY PROCEDURE CHARGE 

13.1 Application of the Emergency Procedure Charge 

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

The Emergency Procedure Charge shall equal 365 multiplied by the Daily Deficiency 
Rate for 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. 

13.3 Allocation of Revenue from Emergency Procedure Charges 

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

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

14.1 Purpose 

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

14.2 Settlement 

For the 2007/2008 Delivery Year, only Capacity Credits confirmed by the Office of 
the Interconnection to have been entered into prior to April 1, 2006 will be settled based on the 
marginal value of system capacity ($/MW-day) as determined under section 5.14(a) in the Base 
Residual Auction for such Delivery Year, plus any Locational Price Adder determined in such 
auction for the l.ocational Deliverability Area that corresponds to the Mid-Atlantic Re,fort plus the 
Allegheny Power System Zone. The party that purchased such Capacity Credit shall receive this 
value multiplied by the megawatt quantity of the Capacity Credit, for the duration of such 
transaction. The party that sold such Capacity Credit shall be assessed this value, multiplied by the 
megawatt quantity of the Capacity Credit, for the duration of such transaction. For the 2008/2009 
Delivery Year, and thereaRer, Capacity Credits will be settled based on the marginal value of system 
capacity ($/MW-day) as determined under section 5.14(a) in the Base Residual Auction for such 
Delivery Year. The party that purchased such Capacity Credit shall receive this value multiplied by 
the megawatt quantity of the Capacity Credit, for the duration of the transaction. The party that sold 
such Capacity Credit will be assessed this value multiplied by the megawatt quantity of the Capacity 
Credit, for the duration ofthe transaction. 
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15. COORDINATION WITH ECONOMIC PLANNING PROCESS 

Following each Base Residual Auction, the Office of the lnterconnection shall review 
each LDA that has a Locational Price Adder to determine if Planned Generation Capacity Resources, 
Planned Demand Resources, or Qualifying Transmission Upgrades submitted Sell Offers that cleared 
in such auction. Ifa Lt~ational Price Adder results from the clearing of an LDA for 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 Locational Price Adder for such LDA. Such 
evaluation will compare the cost of the upgrade over ten years against the value of elimination of the 
Locational Price Adder over such period. If such upgrade is fotmd to be feasible and beneficial, it 
shall be included in the RTEP as soon as practicable. The annual costs of such upgrade shall be 
allocated to all LSEs serving load in such LDA, pro rata based on such loads. 

16 RELIABILITY BACKSTOP 

16.1. Purpose 

The Reliability 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 be available to preserve system 
reliability. The backstop mechanisms are based on specific triggers that signal a need for a targeted 
solution to a reliability problem that was not resolved by the long-term commitment of Capacity 
Resources through Self-Supply or the Reliability Pricing Model Auctions. 

16.2 Investigation of Capacity Shortfall 

If the total Unforced Capacity of Capacity Resources committed for a Delivery Year 
following the Base Residual Auction equates 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 
lnterconnection 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 three 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: 

i) If the total Unforced Capacity of all Capacity Resources committed 
through Self-Supply or the Base Residual Auctions for three consecutive Delivery Years, 
equates 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 will 
declare a capacity shortage and make a filing with FERC for approval to conduct a 
Reliability Backstop Auction. Upon receipt of such approval, the Office of the 
Interconnection will conduct a Reliability Backstop Auction in accordance with Section 
16.4. 
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ii) If the total Unforced Capacity of all Base Load Generation 
Resources committed in a Base Residual Auction for a Delivery Year is less than the 
forecasted minimum hourly load calculated by the Office of the Interconnection for such 
Delivery Year, the Office of the Interconnection will investigate the cause of shortfall. If 
such a shortfall occurs in the Base Residual Auctions for three consecutive Delivery Years, 
the Office of the Interconnection shall declare a capacity shortage and make a filing with 
FERC for approval to conduct a Reliability Backstop Auction. Upon receipt of such 
approval, the Office of the lnterconnection 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 near-term, i.e., later in time than the conduct of the Base Residual Auction for a 
Delivery Year, transmission criteria violation caused by an announced generation resource 
deactivation is identified by the regional transmission reliability planning analysis performed by 
the Office of  the lnterconnection in accordance with Part V of this Tariff, the Office of the 
lnterconnection will identify the nece.ssary transmission upgrade. In accordance with such rules, 
such generation resource may remain in service until the transmission upgrade is installed. No 
Reliability Backstop Auction will be conducted. 

16.4. Reliability Backstop Auction 

a) Scope of Auction 

The Office of the lnterconnection 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 l.oad Generation Resources to the PJM Region to resolve the system- 
wide reliability criteria violation that triggered the need for such auction. Capacity Resources 
committed in a Reliability Backstop Auction for a Delivery Year shall not include any Planned 
Generation Capacity Resources previously committed in the Base Residual Auction for such 
Delivery Year. The Reliability Backstop Auction shall obtain commitments of additional Generation 
Capacity Resources (or, as applicable, additional Base Load Generation Resources) for a term of up 
to fifteen (15) Delivery Years. Ifa Reliability Backstop Auction is required, the offer period for such 
auction shall commence, subject to FERC approval as specified above, no later than four months 
after the Base Residual Auction in which the third consecutive Capacity Resource shortfall occurs. 
Upon verification and notification by the PJM Board of Managers that a Reliability Backstop 
Auction is required, the Office of the Interconnection 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 Offers 

Each Sell Offer shall specify the following information, as further specified in the 
PJM Manuals: 
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• the minimum price in $/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 auction triggered by section 16.3(aXii)); 

• the megawatts of Unforced Capacity to be provided by such 
resouree~ 

• the specific location of the proposed plant; 

• all information required from a Generation Interconnection 
Customer by Part IV of this Tariffand the PJM Manuals; 

• general plant technical specifications, as specified in the PJM 
Manuals; 

• the term of  cost recovery ("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 Load Generation Resource) accepted in 
a Reliability Backstop Auction shall comply with the procedures for new generation interconnection 
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 Interconnection, and shall conform to the submission 
procedures as specified in the PJM Manuals. The Office of the lnterconnecfion shall confirm in 
writing the receipt of each Sell Offer, within two weeks atter receipt of each such offer. 

d) Posting of  Information by the Office of the Interconnection 

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

• System condition that necessitates a Reliability Backstop Auction; 

• Megawatt quantity of  Unforced Capacity required from additional 
Generation Capacity Resources, or from additional Base Load Generation 
Resources; 

• Date by which the res.ources must be capable of delivering 
Unforced Capacity; 

• Any other required specifications for the additional Unforced 
Capacity sought through such auction. 
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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 Interconnecfion at the lowest offer price(s). If more than 
one Sell Offer must be selected to satisfy the specified requirements, the 
Sell Offers shall be selected in rank order from lowest offer price to 
highest offer price until the requirement is satisfied. In the event two or 
more Sell Offers specify the same offer price, and fewer than all of such 
offers are needed to satisfy the specified requirements, the Office of the 
Interconnection shall select the Sell Offer(s) proposing Generation 
Capacity Resource(s), or, as applicable, Base Load Generation 
Resource(s) that will best satisfy overall reliability requirements for the 
PJM Region, as determined by the Office of the lnterconnection 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 of this Attachment 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 of Capacity Resource Clearing Prices (including for 
Self-Supply) and Resource Make-Whole Payments; and less any payments 
the Capacity Market Seller is entitled to receive tbr 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 resource, as determined in accordance with the 
PJM Manuals. 

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

iii) Standard Contract Provisions 

The Office of the lnterconnection, on behalf of all LSEs 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 for the payments specified above. Such agreement shall include 
the provisions and address the standards set forth in Section 16.4(b), and 
shall include such other terms and conditions as are customary in the 
industry, as specified in the PJ'M Manuals. 
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d) FERC Approval 

Any such agreement shall provide that it shall be filed with FERC as a rate schedule 
pursuant to section 205 of the Federal Power Act, and that the effectiveness 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 
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 Delivery Year 
pursuant to the Reliability Backstop Auction. 

(b) Any Capacity Market Seller that submits a Sell Offer that was selected in 
a Reliability Backstop Auction and that fails to deliver all megawatts of Unforced Capacity 
specified in the selected Sell Offer at any time during the Backstop Period specified in such Sell 
Offer must refund all payments received by such Market Seller pursuant to section 16.4(b). 
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T R A N S I T I O N  

17.1 Phase-in of the Reliability Pricing Model 

The Reliability Pricing Model shall be phased in during the Transition Period as 
described below. 

17.2 Reliability 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 schedule: 

Delivery Year Base Residual Auction Held 

June 1, 2007 - May 31, 2008 April 2007 

June 1, 2008 - May 31, 2009 July 2007 

June 1,2009 - May 31, 2010 October, 2007 

June 1, 2 0 1 0 -  May 31, 2011 January, 2008 

June 1, 2011 - M a y 3 1 ,  2012 May 2008 

b) The Office of  the Intcrconnection 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 1,2007 - May 31, 2008 None Held None Held None Held 

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

June 1,2009 - May 31, 2010 None Held Apdl, 2008 January, 2009 

June 1,2010 - May 31,2011 None Held April, 2009 January, 2010 

June 1, 2011 - May 31, 2012 June 2009 April 2010 January 2011 

17.3 Transition Period Locational Deliverability Areas 

The Office of the Interconnection shall establish Locational Deliverability Areas 
during the Transition Period in accordance with the following: 

200712008, 2008/2009, and 2009/2010 Delivery Years 
o MAAC Region and APS (the zones listed below for Eastern 

MAAC, Southwestern MAAC and Western MAAC, plus APS) 
o CornEd, AEP, Dayton, Dominion and Duquesne 
o Eastern MAAC (PSE&G, JCP&L, PECO, AE, DPL & RECO) 
o Southwestern MAAC (PEPCO & BG&E) 

2010/2011 and subsequent Delivery Years 
o MAAC Region 
o ComEd, AEP, Dayton, APS, and Duquesne 
o Dominion 
o Eastern MAAC 
o Southwestern MAAC 
o Western MAAC (Penelec, MetEd, PPL) 
o Penelec 
o ComEd 
o AEP 
o Dayton 
o Duquesne 
o APS 
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o AE 
o BG&E 
o DPL 
o PECO 
o PEPCO 
o PSE&G 
o JCP&L 
o MetEd 
o PPL 
O 

O 

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

17.4 Transition Period Variable Resource Requirement Curves 

During the Transition Period, the Office of the Intcrconnection shall post on the 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. 

17.5 Market Mitigation 

The provisions of Section 6 of this Attachment shall apply to all Reliability Pricing 
Model Auctions conducted during the Transition Period; provided, however, that during the 
Transition Period, as to a Capacity Market Seller that was a signatory to that certain Settlement 
Agreement dated September 29, 2006 in FERC Docket No. ER05-1410 and ER05-148, or any 
Affiliate of such a signatory, and that owns or controls no more than 10,000 megawatls of Unlbrced 
Capacity in the PJM Region, the otherwise applicable Market Seller Offer Cap provided in Section 6 
shall be increased by up to the following amounts in the following years for any Sell Offer submitted 
by such a seller in any Unconstrained LDA Group, with respect to no more than 3,000 megawatts of 
such Unforced Capacity: 

(a) $10/MW-day for the 2007-2008 Delivery Year; 

(b) $10/MW-day for the 2008-2009 Delivery Year; and 

(c) $7.50/MW-day for the 2009-2010 Delivery Year; 

For purposes of this provision, the 10,000 megawatt maximum shall apply separately 
to a Capacity Market Seller's resources subject to state rate-based regulation and resources that are 
not subject to state rate-based regulation. 

17.6 Performance Assessment 

Within six months after the end of the fourth Delivery Year, the Office of the 
Interconnection shall prepare, provide to Members, and file with FERC an assessment of the 
performance of the Reliability Pricing Model. 
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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 
Affected System is under the operational control o f  an independent system 
operator or a regional transmission organization, such independent entity. 

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

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

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

1.3 Application: A request by an Eligible Customer for transmission service 
pursuant to the provisions of  the 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 a 
generation unit that delivers energy to load without using the Transmission 
System or any distribution facilities (unless the entity that owns or leases the 
distribution facilities has consented to such use of  the distribution facilities and 
such consent has been demonstrated to the satisfaction of  the Office of  the 
Interconnection); 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  such 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 fi'om the grid. 

Capacity lnterconnection Rights: The rights to input generation as a 
~ C a p a c i t y  Resource into the Transmission System at the Point of  
Interconnection where the generating facilities connect to the Transmission 
System. 

Capacity Resource: a~.. __, . . . . .  :,.. c. . . . . . .  ~ . . . . .  ,_.^.~ ~ . . . . . .  ,:_ 

~ i n  the Reliability Assurance Agreement-at-~-R~4~--~]i~ 

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 and/or Controllable A.C. Merchant Transmission Facilities 
that connects the Transmission System to another control ares. Deliveries 
scheduled using Capacity Transmission Injection Rights have rights similar to 
those under Firm Point-to-Point Transmission Service or, if coupled with a 
generating unit external to the PJM 
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36.1.1 lnterconnection Services: Generation Interconnection Customers may 
request either of  two forms of  Intercennection Service, i.e., 
intercounection 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 m" .n'~A.... ,.-.._.,..r.~v...,:... ,-,..~:.~.~.....,-. ~v.~ ~ ~n..b^.~ 
Rcliabili " "  ¢ ~ . . . . .  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 Interconnection Feasibility 
Study and later System Impact Study will identify those upgrades required 
to satisfy the contingency criteria applicable at the generator's location. 

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

36.1.3 Acknowledgement of Generation lnterconneetion Request: The 
Transmission Provider shall acknowledge receipt o f  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 lnterconnection Request 
to the acknowledgement. 

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

45 Capa¢ity Interconnection Rights 

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

45.2 Receipt of Capacity Intereonnection Rights: Generation accredited under the 
Agr , ~ . ~  O ~ l ; * k ; l : , . ,  A . . . . . . . .  A - - ~ - - *  I i / ' ~ *  ~ .  Reliability Assurance eement, u . . . . . . . . . . . . .  ., . . . . . . . . . . .  b . . . . . . . . . . . . .  , --. 

.~.° t,_,:.k:,:,.. A . . . . . . . . .  A . . . . .  • c^...k as a Capacity Resource prior to the 
original effective date of this Part IV shall have Capacity Interconnection Rights 
commensurate with the size in megawatts of the accredited generation. When a 
Generation lnterconnection Customer's generation is accredited as a Capacity 
Resource, the Generation Interconnection Customer also shall receive Capacity 
lnterconnection 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 Interconnection Customer may combine Incremental Deliverability 
Rights associated with Merchant Transmission Facilities with generation capacity 
that is not otherwise accredited as a Capacity Resource for the purposes of 
obtaining accreditation of such generation as a Capacity Resource and associated 
Capacity Interconnection Rights. 

45.3 Loss of Capacity Interconneetion Rights: 

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

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government Policy 
September 29, 2006 

Effective: June 1, 2007 



Jnofflclal FERC-Generated PDF of 20061004-0159 Received by FERC OSEC 09/29/2006 in Docket#: ER05-1410-000 m 

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

Sixth Revised Sheet No. 218 
Superseding First Revised Third Revised Sheet No. 218 

i 10 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 o f  20 MW or less or the increase in 
capability, by 20 MW or less over any period o f  24 consecutive months, of  an existing 
generation resource, for which Capacity lnterconnection 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 o f  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 App~cation 

The lnterconnection Customer desiring the interconnection of  a new Q~:7,atioJl 
Capacity Resource of  20 MW or less or the increase in capacity, by 20 MW or 
less, of  an existing ~ C a p a c i t y  Resource, must submit a completed 
Attachment N - Form of  Generation lnterconnection 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, of  an Attachment 
N application must be satisfied for a capacity addition o f  20 MW or less, except 
that the non-refundable $10,000 deposit requirement is waived. In submitting the 
Attachment N application, the Interconnection Customer may strike out and initial 
all references to the non-refundable $10,000 deposit. While the deposit 
requirement is waived, the Interconnection Customer is responsible for all costs 
associated with the processing of  the request and the performance of  the 
Feasibility Study related to the request and will be billed for such costs following 
the completion of  the Feasibility Study. 

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

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

110.2 Feasibility Study 

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

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

Once the Feasibility Study is completed, a Feasibility Study report will be 
prepared and transmitted to the Interconnection Customer along with a System 
Impact Study Agreement. In order to remain in the lnterconneetion Queue, the 
Interconnection Customer must return the executed System Impact Study 
Agrce.ment within 30 days, along with documents demonstrating that an initial air 
permit application has been filed, if required. The deposit associated with the 
System Impact Study Agreement shall be equal to the estimated cost of  the 
System Impact Study, as specified by the Transmission Provider. The 
Interconnection Customer is responsible for all actual costs associated with the 
performance of  the System Impact Study related to the request and will be billed 
for such costs following the completion o f  the System Impact Study, as necessary. 
Transmission Provider shall retain the deposit until the settlement of  the final 
invoice for the System Impact Study, provided however, in the event that the total 
actual cost of  the System Impact Study does not exceed the total estimated cost o f  
the System Impact Study then the deposit may be applied for payment o f  invoices 
for the cost of  the 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. 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government Policy 
September 29, 2006 

Effective: June 1, 2007 



Jnofflclal FERC-Generated PDF of 20061004-0159 Received by FERC OSEC 09/29/2006 in Docket#: ER05-1410-000 m 

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

Fourth Revised Sheet No. 218B 
Superseding Third Revised Sheet No. 218B 

110.3 System Impact Study 

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

Load deliverability will only be evaluated for sub-areas where margins are known 
to be limited. In most cases, the addition of  small ~ C a p a e i t y  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 Qg.gc~tio_iL_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 arc 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 arc 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 
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. The Interconnection Customer is responsible for all actual costs 
associated with the performance of  the Facilities Study related to the request and 
will be billed for such costs following the completion of  the Facilities Study. If 
no transmission system facilities are required, the Facilities Study may not be 
required and the project will proceed directly to the execution of an 
Interconnection Service Agreement. 
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110.4 Facilities Study 

As with larger generation projects, transmission facilities design for any required 
Attachment Facilities, Local Upgrades and/or Network Upgrades will be 
performed through the execution of  a Facilities Study Agreement between the 
Interconnection Customer and Transmission Provider. Transmission Provider 
may contract with consultants, including the Interconnected 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 
Interconneetion 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 Interconnected 
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 Interconnected 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 
lnterconnection Rights which are awarded to the Gg'a~ratioJl_Capacity Resource. 

In general, the execution of an Interconnection Service Agreement is no different 
for capacity additions of  20 MW or less than for larger Generation._Capaeity 
Resources. However, in instances where an increase of  20 MW or less to an 
existing Gene;ation Capacity Resource can be put in service immediately, a 
modified Interconnection Service Agreement may be executed. If such an 
increase is expedited through the System Impact Study phase, ahead of  larger 
projects already in the lnterconnection Queue, an Interconnection Service 
Agreement will be executed granting interim Capacity Interconneetion 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 o f  any required transmission facilities and the 
satisfaction of  any financial obligations for those facilities. If, once those 
obligations are defined, the smaller capacity addition desires to retain the interim 
Capacity Interconnection Rights, a new lnterconnection Service Agreement will 
be executed. 
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If a new Generation Capacity Resource of 20 MW or less can be quickly 
connected to the system, interim Capacity Interconnection Rights can be awarded, 
as above, through the execution of a modified lntercormection 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 But Greater Than 2MW 

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 but greater than 2 
MW or the increase in capability of 20 MW or less but greater than 2 MW of an existing 
generation resource, for which Capacity Interconnection Rights will not be granted. Such 
resources may participate in the PJM energy markets, but not in the PJM capacity markets. They 
may, therefore, not be used by load serving entities to meet capacity obligations imposed under 
the PJM Reliability Assurance Agreement or the Reliability Assurance Agreement-South. These 
procedures apply to generation resources which, when connected to the system, are expected to 
remain connected to the system for the normal life span of such a generation resource. These 
procedures do not apply to resources that are specifically being connected to the system 
temporarily, with the expectation that they will later be removed. 

111.I Application 

The Interconnection Customer desiring the interconnection of a new Energy 
Resource of 20 MW or less but greater than 2 MW or the increase in capability, 
by 20 MW or less but greater than 2 MW of an existing resource, must submit a 
completed Attachment N Form of Generation Interconnection Feasibility Study 
Agreement. Attachment N of the PJM Tariff may be found on the PJM web site 
at www.pjm.com/geninter/geninter.html and must be submitted to Transmission 
Provider. 

All requirements related to the submission, for a larger resource, of  an Attachment 
N application must be satisfied for a capability addition of 20 MW or less but 
greater than 2 MW, except that the non-refundable deposit requirement is $1,000, 
rather than $10,000. The Interconnection Customer is responsible for all actual 
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. 
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111.3 

Once the Feasibility Study is completed, a Feasibility Study report will be 
prepared and transmitted to the Interconnection Customer along with a System 
Impact Study Agreement. In order to remain in the 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 deposit associated with the 
System Impact Study Agreement shall be equal to the estimated cost o f  the 
System Impact Study, as specified by the Transmission Provider. The 
Interconnection Customer is responsible for all actual 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. 
Transmission Provider shall retain the deposit until the settlement of  the final 
invoice for the System Impact Study, provided however, in the event that the total 
actual cost of  the System Impact Study does not exceed the total estimated cost o f  
the System Impact Study then the deposit may be applied for payment o f  invoices 
for the cost of  the study. In some cases, where no network impacts are identified 
and there are no other projects in the vicinity o f  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 o f  an existing generating resource is increased by 20 MW or less, 
stability will be evaluated for critical contingencies only if existing stability 
margins arc small. New G e t - - C a p a c i t y  Resources of  20 MW or less will 
only be evaluated if they are connected at a location where stability margins 
associated with existing resources are small. 

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

Once the System Impact Study is completed, a System Impact Study report will 
be prepared and transmitted to the Interconnection Customer along with a 
Facilities Study Agreement. In order to remain in the interconnection queue, the 
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. The Interconnection Customer is responsible for all actual costs 
associated with the performance o f  the Facilities Study related to the request and 
will be billed for such costs following the completion o f  the Facilities Study. If 
no transmission system facilities are required, the Facilities Study may not be 
required and the project will proceed directly to the execution of  an 
Interconnection Service Agreement. 
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Total Generation Owner Monthly Revenue Requirement is the sum of the Zonal 
Generation Owner Monthly Revenue Requirements for all Zones in the PJM 
Region. 

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

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

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

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

In the event that a single customer is serving load in more than one Zone, or serving Non- 
Zone Load as well as load in one or more Zones, or is both a Network Customer and a 
Transmission Customer, the Monthly Charge for such a customer shall be the sum of the 
Monthly Charges determined by applying the appropriate tbrmulae 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 G.eneration Capacity Resource(s) which is 
included in its current effective monthly revenue requirement accepted or approved by the 
Commission, payments in that Generation Owner's Zone may be allocated as agreed to by the 
owners of ~ C a p a c i t y  Resources in that Zone. Such Generation Owners shall inform 
Transmission Provider of any such agreement. In the absence of  agreement among such 
Generation Owners, the Commission, upon application, shall establish the allocation. Generation 
Owners shall not be eligible for payment, pursuant to this Schedule 2, of  monthly revenue 
requirement associated with those portions of generating units designated as Behind The Meter 
Generation. 
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SCHEDULE 9-5 

Capacity Resource and Obligation Management  Service 

a) Capacity Resource and Obligation Management  Service comprises the activit ies 
o f  PJM associated with (i) assuring that customers have arranged for sufficient generating 
capacity to meet  their ~ ] ~ q l J [ 9 . ~ ' a ~ l _ c a p a c i t y  obligations under the Reliabil i ty Assurance 
Agr  (,,RAA,,~ ,~.- D-,:.t.:,:~.. ^ . . . . . . . .  ^ . . . .  , ~ ^ . . , t .  ~,,D a ^ e^...t.,,~ ^-a  b~ 

D.u.,.:,;+.. ^ . . . . . . . . .  ^ . . . . .  u~--, ~,,t, ^ ^ ur-- , , ,v  (ii) p i g Netw k Int grati . . . . . . . . . . .  ~ . . . . . . . . .  ~,. . . . . . . . . . . .  , . . . . . . . .  ~, rocess n or e on 
Transmission Service; m~--(iii) administering the . . . .  "~ . . . .  ,.a:. _. . .~_.  :_ • " v  . . . .  ~ . . . . . . . . . . . . . . .  R_eliabilitv Pricia~ 
Model auctiQns for the PJM Re#on ;  and (iv) administering or providing technical support for the 
RA.A CA,.+'..-a v ^ ^ ',,~--* ( d 1 ted PJM d th RAPt ) . . . . . . . . . . . . . . . .  as e e g a  to un er e , v ^ ^  c ^ . . , t . ~ . a t , ^ ^  u ~ ,  
including, but not l imited to, long-term load forecasting, studies to establish reserve 
requirements, and the determination of  each Load-Serving Ent i ty 's  capacity obligations. PJM's  
eCapacity Interact-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 
R A A , .  . . . . . . . . . . . . . . . . . . . . . . .  

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 . . . . . . .  Far Dalilx_Unforced_.C_al~ac_i.LY 
Obligation of  such user, as determined for each such day pursuant to Schedule 7-8 or 8,1_of the 
RAA c . ~ - a . . , ^  7 ^ c . ~ . ~  D ^ ^ e~..,,. ~ .  c~..,..~,,,- 7 ^c.~.. v ^ ^ u; . . . . . . . .  :.~,,~ t. ......... ~... :_ 

--'eu]~ eLh~":.'i:;e ~e . . L . . . ~ . , . . . ~  . , - . ~ - -  , t . _  ¢ . . . .  t .  . . +  ~ ^ , . . , t .  : _ .  

c) In addition to any charge under paragraph (b), PJM will  charge each ~ 
~ g t  included in ~ ¢ i t y  Plan._ -~glf:~sc, h~xlle..d . , iiLa K d i a h i l i ~  

Pl:i~in~ Mgde.l__Auction. ~ ' ~ - ~ y f - a -  Capacity Resources ~ m i t t e d  to serve load f ~ _ ~ h  
month, a charge equal to the Capacity Resource and Obligation Management  Service Rate stated 
below times such ~ t o t a l  share, in MWs, of  the Unforced Capaci ty  of  all Capaci ty  

:.-. er  {f- di Resources .... ,~ ,.,k^,. iz - - "  . . . . . . . . . . . . .  v-- ,  ~ $9 U n.P... 

~ b y  s u c h - - ~ , ~ J ~ i l ~ ,  for commitment  to serve load during s u c l k m o n t h ~ , - e  
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B. Transmission Congestion Credits. 

I. General. 

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

For a new PJM zone, each Transmission Customer purchasing Firm Point-to-Point Service, each 
Network Customer, with respect to its reservation of firm transmission service for deliveries 
from Network Resources to Network Load, and each Transmission Owner with respect to its 
reservation of firm transmission service for the delivery of energy from _G_eneration 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 finn uses of the Transmission System. Such 
FTRs shall remain in effect until the first annual allocation of Auction Revenue Rights to occur 
after the integration of such new PJM zone into the PJM Interchange Energy Market. 

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

2. Determination of Credit. 

(a) Overview. For each hour with respect to which the Transmission Provider receives 
payments of Transmission Congestion Charges, determined in accordance with section A of this 
Attachment, Transmission Congestion Credits shall be alh)cated to the holders of  Financial 
Transmission Rights. As explained in subsection Co), 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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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 P',~-ticipant/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 (b) ((the 
difference between the total bid MWh cleared and total offered MWh cleared hourly at 
each node) x Nodal Reference Price) summed over all nodes and all hours for the 
previous three cleared day-ahead markets. 

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

Iy. 

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. 

RELIABILITY PRICING MODEL AUCTION CREDIT REOUIREMENTS 

Settlement durinc, anv Delivery Year of  cleared tmsitions resultinc, or exnceted to result from 
ill~v Reliability Pricin~ Model Auction shall be included as ant~ronriate in Peak Market 
~ctivirv. and the nrovisions o f  this Attachment O shall aot~lv to anv such activity and 
obligations arisin= therefrom. In addition, the t~rovisions o f  this section shall ant~lv to any 
entity seq.kin~ to vartieivate in any RPM Auction. to nddr~ls .credit risks uniau¢_to such 
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A,__2mallcakill~ 

A . ~ r k e t  Seller s~ "¢,klagA~all~t~lLQ__ff_er in _.any Rd~abili~_P " ~ l g . M a d r ,  LAa~o~  
bg~sed on anv Canacit_v..R~ource for which t h c r ~ v  increas~M~isk~ff..go~ 

_ " ._ the _credit .r_~uiremenLslaeeified. i n _ ~ t i o n  I V . ~  
submitting such_Sell Offer. _Cr.~.it must be maintaine~l uoti[._.su_ch .risk of  mon- 
r o e . i s  substantially eliminated, but mav be reduced commensurate_with the 
rc0xt~tion.in such risk:.as_se_t f o x , i n  S~tigal2~_.C.~ 

~ 9 f ~ . h i s  prQvi~io.tl: a resource for which there is a_materially i n c r ~  
ltg/l:oerformance s ~ e d  Generation Canacitv Reso_ur_ce: ( i ~  

R e s o u r c e : ~ O u a l i f _ v i n i z  Transmission Un~ade: or (iv)__an ~,Aisli/~ 
Generation Canacitv Resource_located__out_s_ide the P J M . . . R _ e ~ o n ~ L l h ~ J a a l c ~ L i s  
submitt_ed in a Sell O_ff~.has not secured..fitm t r ~ ~ t 9  the border of  the 
PJ__M_ Re/~on ~fficient_. to satis_fiZ the deliy~a__b!!jty rex!.uirements.of the Reliabilitv 

B. Reliabilitv Pricin~ Model Auction Credit Reouirement  

~ ._s~L~.i, ficd in Section IV.A. the credit re, quirfmmll_~hall be the ._Rp_M 
A_tl~figJ3 Credit Rate. as nro~_d.ed in Section IV.D. times the megawatts to l~e_off_ered .fo_r 
sale from suclLr~?9urce, in a Reliability_ Prking Mod_¢l.,,Suqtion. As.set__forth in Section 
~ r e d i t  RcQuirem~I shall be determin~_stca2~ratcly for .¢achD~ ".1~_ ¢ ~  
~ e  RPM Au~:tion Credit Requirement for each Market Sellersha H b.e the ~L .9 . f  
the...credit r e q u i r ~ L s u C h  resources to be offered_by s_uch_Msark~ S.¢11¢r in th~ 
~uction. 

C, Reduction in Credit Reauirement 

The.RPM Auction Credlit. Requirem.~t for_a Markc;t...Sellq..will be reduc&xl, for_any 
Deliver), Year.to the_ext_ent less t h ~ o l l  of  such Market Seller's 9ffers clear in the Base 
Residual Auction or any Incremental Auction for such De[iv .~'v Year. Such reduction 
shall b~ ~ t h ~ . . ~ i  " " thgLfailcd_to_.cl¢~ i ~  
Year. As stmcified in Section IV.D. the RPM Auction Credit Ra_t¢ .aLso ~ c e d  
under certain circAl~sJ~ces after the auction has closed. 

In addition, the RPM Auction Credit Reauirement for a Particinant for anv Liven 
DelivgD, Xgar shall be reduced oeriodieallv, nrovided the PartieioanL,s_uecessfully meets 
vrom-ess milestones that re!d_ uce the risk of  n o ~ o r m i m c e ,  as follows:. 

a. For Planned Demand Resources. the RPM Auction Credit Reouirement wiU_b_~ 
reduced in direct orooortion to the meeawatts o f  such Demand Resource that the 
Resource Provider aualifies as_a Capacity Reso~_ce: .in accordance with.__~e 
p_r.w,L.ed~_t.'.stablished under the Reliabili _ty Assuranee,_Agrg.cmgaL 
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~ . t l g & z ~ q ~ s a ~ ~ . ~ a a ~ "  sioa_to ~ r d ~ r ~ f  t h ~ ¢ , ~ ~  

bv the Market Seller that ~ W d l _ r _ c s o u r c e  unAl~dheAldiy~abiht" y r ~ m ~ _ r . ~  

c._ For P l a n n ~ - t c n ~ a t ~ m A ~ p a ¢ ~ c e s ,  _ A h ~ _ R ~ r ~ e n t  shalL~_ 
r~t.c~Ll. Q 5_0% of the amount calcBlated under Section IV..B b e t . , i n n j n £ ~  
~ y e . ~ a l g _ Q  f ~ ~ ~ ~ ~ ~ b c  r educ .~JA_~  

~ ~ r a n ~ ~ ~ ~ i t  Rcq~irem_~ L,~aal.l 
reduced [ . ~ Z ~ , 9 _ ~ ¢ . t h  . al" " T ~ ~ J . a f , ~  i]L~sg~:ice~ 

D. RPM Auction Credit Rate 

M ~ k e ~ ~ 9 1 1 L ~  R c.liab21i~ P r i c ~ e L A ~ c t  ion_fur 
D e l ' v l y ~ ~ C ~ d  fln~_ c i a l . ~ o _  PJM2f:_~h~_offered resourc~ 
~ . ~ c h  ~~!~.gl~ell~TAul~eq~j~nll~X~gcd;~es ~,fl~iertt~l_Jts ab'dil~ 
t g _ ~ s u c ~ r c e ~ a r k e t  Se let 1 2 ~ I ~  i n _ a _ f i ~ i ~ l  
Incrclogzll~Augtion to ob3aia_r_epla~!~_ c n l j : ~ o _ u r ~  s t l d l _ S _ c d t s o ~ l ~ e l i v ~ t ~  
_rn~L3he oqkllgd~l~n~0x~ ickAkc_M~l~d__ S ellgr~_ " ( : [ ~  (iv3 the. Ca~MAI~. 

C I e , ~ i a g P ~ c h  I ncr em e~a~_" ~ e ~ , ~ a ~ d = s ~ ¢ ~  
~Jgill-in£ price the resollrgg_was to receive ~s_a r e ~ f  c_lg~l:illg th_~p.lior a_oction~ 

A ~ e t  fot'tlL~thc PJM M~nual~_sep_~_t~ Au.ction Cr~it  Rate .shall.be calcJzlat~l for 
each ~ _ e ~ L S a ' i o r  to ~e~.h__Reli.~il.ity ~ At~ction for such Delivc~ 
X_car~. a~foJlo_ws: 

a~For  a .Base Residual Auction for a Delivery Year. the Auq.tio_n Crc4i.l Rate f9.~ _e~_ 
Season shall be the mar,,inal value_ of svstem eat)aeitv determined in the Base 
Kcsidual Auction for the m'ior Delivery Year,.times the number of dav~s_~ such ofior 
Delivery Year. times the Maximum Price Exoosure factor described belQw: Drovided: 
h~;Lwcyer, that. for the Deliverv Year addressed in the first RPM Base Residual 
Auction. the m.ar~,inal value of svstem, canacitv used in this formula shall be 
dgtermined anal:~ieallv throup_h simulation nro~rammi,~, and shall be hosted prior to 

For anv Incremental Auction for a Delivery Year. the Auction Credit Rate shall be the 
mar|~6nal value of svstem eanaeitv determined in the Base Residual Auefion for su.e h 
Deliverv Year. times the number of days in such Delivery Year. times the Maximum 
j~'ice Exoos~_ e factor described below, 
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b, uen a u c t j ~ m , ~ h e j t i o n  . C , r . c d i ~ ~ ~  
requirements for sunt)lv committed in such auction shall be the lesser of  the Auction 
Credit R j g g ~ l ~ l i s h ~ L . g t i o J : ~ ~ ¢  g g C 3 i o n ~ a n . _ ~ _ t h ¢ ~ ~  
value of  system capacity (times the number of  days.~glc.h Del'v Ye "In 
M~timum ~ d ~ a i b ~ d  b e ~ ~ t b a t ~ a t t . c t ~  
all o f ~ h i c h  qlratod iz~agaucli~_ 

~ r b ¢  ~ ~ u r c  f _ a ~ i ! l b x ~ ~ ~  

~ o r  t ~ . J h a t  threcJncr~mcntgI, A~tig.~ls for a g ~ v . ~  
~ ¢ o n d ~ m u ~ L . . ~ _ f i c e  ~ r . . v ¢ ~  
na.lgim~ ~ ~ t g a r  1 ~ ¢  increase w j ~  9.0°Z~,onfid~al~e 
bas_ed~~kct.~n~ 

L_ ..... A t k r _ t ~ t ~ _ A  u c t i ~ ~ ~ o ~ ~  
Y ~ u I _  befor~ .q~,5~x__' ~ u c l i o n s  ~ bee.nJzo_ad))c ~ e ~ ~  
..F~&j~=~l:)O.~re factol: will b e ~ . ~ I c ~ i t i ~ l = v i r t  tb(~.~lllg ~unn~  as _fOXJJa.¢ 
_fi~thrJ~. I n ~ A u c J S o n z  but shallJ~ ~ . t o  t ~ t e n L t l ~ _  ~ 
l~,¢g~ t p ~ a s ~ e _ . . ~  kfi_v en D eli ¥ . ~ a L l n g ~  u r ~ t w e e n ~ a . g  
I_acx3ml~tal A ~ d  ilLi~.socialed Base .~Kd~al Auc3d~ wa,~J~ahan 
the v,~l,ogJnilial I£..~..als4Jlat ed,aad__sh al l ~ . ~ ? ~ _ j n ~ q ~ c ~ J . e n l _  th ~ 
g L e ~ ~  pric~Jncrease for a ~ D e l ~ e a r _ _ ( ~ l a r ~  - 
be~.._~c~_~y. Itt~rxa~ntal Aurddon andJ~so.gmt~d_ B a s e j L ~ i d ~ ~  
_w. a,s_grg~t er ~ y a l u . c J n i I i a l ! 2 / .  ~ t  ed~ 

~ , ~  ~ entoLAgctions_ h a v ¢ _ ~ c t  e~.f.OLa~ Dclivet~X_carL~ 
the M_0,ximllm Price F, Xl/osure factor for s u g h _ D e l i ' ¢ ~ w i l l  beJ]a~,=sm~m.d 
l a r g ~ t . 4 ~ , g C a _ _ . ~ e a s  c ~ e a s  u r ¢~, lw_ e ~  e)a t ~ n  
~ o c i a t e d  I ~ s ~ e s i . 0 3 1 a L A u c t i o ~ ~ t a l  Au~fioJlL.for 
suchJ~dLx.qax=Y~ uct_~[Muring the then-cu~ yea~g 
~ L z . ~ t l ~ ~  cadar years, 

IV. 

E. Forms of Financial Security 

In addition to the forms of  credit soocified elsewhere in this Attachment O. the follo3~nv 
form of  unseeurod credit shall be available to Market Sellers,.l~ut solelv for vurooses of  
satisfvin~ RPM Auction Credit Reouirements. If a sunnlier has a history of  bein~ a net 
seller into PJM markets, on average, over the cast 12 months, then PJM will count a_~ 
available unsecured credit twice the avera,)e of  that t)articiuant's total net monthlv PJM 
bills over the hast 12 months. 

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. 
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Acceptable forms of  Financial Security include cash deposits and letters of  credit. 

I |V.I  FINANCIAL TRANSMISSION RIGIlT AUCTIONS 

A. SCOPE. 

Credit shall be required for all ErR auction products. The foregoing notwithstanding, bids 
from Established Monthly FTR Market Participants for single calendar month ErRs  covering 
the month beginning immediately after a monthly FTR auction will not be included in their 
FTR credit requirement(s). 

A. Total FTR Credit Requirement. 

PJM shall calculate a total FTR credit requirement for each Market Participant equal to the 
sum of  its Auction Credit Requirements for all FTR auctions. Market Participants in ErR 
Auctions shall be required to maintain this minimum amount of  credit with PJM in addition 
to any other credit requirements the Market Participant may have pursuant to the Tariff. 

C. Auction Credit Requirement. 

For each FIR auction, PJM shall calculate an Auction Credit Requirement for each Market 
Participant. If a set o f  submitted bids would ever cause a Market Participant's Auction 
Credit Requirement to exceed the Market Participant's auction credit limit, then that set o f  
Submitted bids shall be rejected. 

In calculating a Market Participant's Auction Credit Requirement, self-scheduled FTR's shall 
have a zero credit requirement. Positive FTR bids for which the bidder holds matching 
ARRs will not bc counted in the bid total. In addition, the Auction Credit Requirement will 
be reduced in accordance with the credit release schedule set forth in section IV.E of  this 
Credit Policy. 

A. Total FTR Credit Limit. 

Market Participants shall establish a total ErR credit limit prior to bidding in an FTR auction, 
provided that this requirement shall not apply if  an Established Monthly FTR Market 
Participant exclusively bids on single calendar month ErRs covering the month beginning 
immediately after a monthly FTR auction. 

A total FTR credit limit can be established by utilizing the unused portion o f  a Market 
Participant's currently established Unsecured Credit limit at PJM provided the Market 
Participant specifically makes such a request in writing to the PJM Treasury Department. 
ErR credit can also be established or enhanced by the Market Participant providing 
additional Financial Security or Corporate Guaranty, of  a type acceptable under this Credit 
Policy. 
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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 letter 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 of credit and meeting the policy 
provisions are the responsibility of the Applicant/Participant/Member 

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

[ VI. EVENTS OF DEFAULT 

Failure to comply with this policy (except for the responsibility of an 
Applicant/Participant/Member to notify PJM of a Material change) shall be considered an 
event of default. Pursuant to §15.1.3(a) of the Operating Agreement of PJM 
Intereonnection, L.L.C. and §1.7.3 of the PJM Open Access Transmission Tariff, 
non-compliance with the PJM Credit Policy is an event of 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 a.s 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 of default under this Credit Policy or one or more of the 
Agreements. 

[ VII. DEFINITIONS: 

AITdiate -Affiliate is defined in the PJM Operating Agreement, § 1.2. 

Agreements - The Operating Agreement of PJM lnterconnection, L.L.C., the PJM Open 
Access Transmission Tariff, the Reliability Assurance Agreement, the Reliability 
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Individual  FTR Credit Requirements - Shall mean the bid price for the FTR less the 
Revenue Offset for the FTR. If the Individual FTR Credit Requirement for an FTR 
results in a value less that zero, that Individual FTR Credit Requirement shall be set to 
Z e r O .  

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 of  
the term by governmental agencies and regulatory bodies. 

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

Net Obligation - The amount owed to PJM for purchases from the PJM Markets, 
Transmission Service, (under both Part II and Part III of  the O.A.T.T.), and other services 
pursuant to the Agreements, after applying a deduction for amounts owed to a Participant 
by PJM as it pertains to monthly market activity. ' -  , n . 4 ; , :  . . . . . . . . . . . . . . . . . . .  k , ,  . . . : , ~  

• "s-fignr-e~-. Should other markets be formed such that Participants may 
incur future Obligations in those markets, then the aggregate amount of those 
Obligations will also be added to the Net Obligation. 

Nodal Reference Price - A probabilistic (97%) maximum price differential historically 
experienced between day-ahead and real-time market prices at a given location as defined 
in this policy. This number is used in Virtual Bid Screening• 

Obligation - All amounts owed to PJM for purchases from the PJM Markets, 
Transmission Service, (under both P',u't 11 and Part III of the O.A.T.T.), and other services 
pursuant to the Agreements. In addition, aggregate amounts that will be owed to PJM in 
the future tbr Capacity purchases within the PJM Capacity markets will be added to this 
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ATTACHMENT 

INote: redlinin~ In Attaehment  DD shows revisions a~ainst Attachment  Y in PJM's August  
31 .2005  Filin~ in Docket Nos. ER05-1410 and EL05-148] 

Reliability Pricing Model 

I. INTRODUCTION 

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

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

Co) a competitive auction mechanism to secure the forward commitment of additional 
Capacity Resources anO_QIj~alifyin_~ Transmission Upgrades 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 Iocational . . . . .  j . . . . . . . . . . . . . . . . . . . . . .  , benefits of Capacity Resources; 

(e) deficiency charges to ensure progress toward, and fulfillment of, forward commitments 
sat~sty capacity . . . .  , . . . . . . . . . . . . . . . . . . . . .  ~ requirements; bydemand and generation resources to " " " "' . .. . -a  . . . . .  ~:^-., .~,:.~.a:... 

(f) measures to identify and mitigate capacity market structure deficiencies; and 

(g) a Reliability Backstop mechanism 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 m~ming given to such terms 
elsewhere in this T a r i f f S .  References to section numbers in this Attachment ~--D.]~ 
refer to sections of this attachment, unless otherwise SlX~ified. 

2.1 Annual Revenue Rate 

"Annual Revenue Rate" shall mean the rate employed to assess a compliance 
penalty charge on a Demand Resxmrce Provider or ILR Provider under section 11. 

2.2 Avoidable Cost Rate 

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

2.3 Base Load Generation Resource 

"Base Load Generation Rcsource" 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 ~.. . . .~. . . . . . . . . . . . . . . . .  ..~, ~r~v-..,.~t":':"'" ,¢,f ,k~.v 
instatl~_U_afQrg~ et~apacity of such resource, as determined in accordance with the PJM 
Manuals, minus the EFORd Offer Segment. If the Sell Offers of multiple Market Sellers are 
based on a single existing Generation Capacity Resource, the Base Offer Segments of such 
Market Sellers shall be determined pro rata based on their entitlements to Unfi)rced Capacity 
from such resource. 

2.5 Base Residual Auction 

"Base Residual Auction" shall mean the auction conducted f o u r - t ~ e a r s  prior 
to the start of the Delivery Year to secure commitments from Capacity Resource as necessary to 
satisfy any portion of the Unforced Capacity Obligation of the PJM Region not satisfied through 
Self-Supply. 

2.6 Buy Bid 

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

2.7 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. 
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2.8 .'=~e."t Czpz~'!',~'Caoaeitv gmer~encv Transfer I ,Imit 

2.9 Canaeitv Emergency Transfer Oblecttve 

" " Emer sfer Qbjective~' or "CETO"_ shall have _th.c_._rneanioi 
LtLo~dqd in t h . c _ R ~ _ b ~ ¢ ¢  AgrecmsmL 

2.10 Capacity Market Buyer 

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

2.1 ! 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 Base Residual 
Auction or an Incremental Auction. 

2.12 Capacity Resource 

"Capacity Resource" shall have the 
Assurance Agreement. 

meaning specified in the Reliability 

2.13 Capacity Resource Clearing Price 

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

2.14 Capacity Transfer Right 

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

"CONE Area" ~hall mean the areas listed in section 5.10{a)(iv)(A~ told anv LDAs 
established as CONE Areas ~ t  to section 5.10(a)(iv)(B). 

2.16 Cost of New Entry 

"Cost of New Entry" o ~ s h a l l  mean the r-catnomin~ levelized cost of a Reference 
Resource, as ~ ~ c ¢ o ~  section 5. 
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2.17 Daily Deficiency Rate 

"Daily Deficiency Rate" shall mean the rate employed to assess certain deficiency 
I charges under sections 7, 8, 9~or 12. 

2.18 Daily Unforced Capacity Obligation 

"Daily Unforced Capacity Obligation" shall mean the capacity obligation of  a Load 
Serving Entity during the Delivery Year, determined in accordance with Schedule 8 of  the 
Reliability Asmu'ance Agreement. 

2.19 Delivery Year 

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

2.20 Demand Resource 

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

2.21 Demand Resource Factor 

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

2.22 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. 

2.23 EFORd 

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

2.24 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. 
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~ ' E q u i l ~ . t m ~  shall mean: (a) for .the VRR Curve fq[ the PJM_R.cgio.n~..a~ 
fluantitv_of Unforced CaDaeitv betweca.(i)_[the PJM Re"ion___R_ e!ial~ilitv Rcqlairement multinlied 
b v.(lO0% Dlus.IRM%) divided.by (100% nlus IRM°/a)_l_minus the Foreeast.JKTO ILR Obligation: 
_a.0_~t.(ii) [ t hg_~¢g ip r t_Re l i ab i l i t v  Renuirement m¢.lJiplied by..(100% p_lus IRM_% pl__us 2%) 
divided bg.([~0% nlus IRM*/*)I minus the Forecast _R_T_O IL.R Ob.!igation: and (b) for the VRR 
Ct~v~ay..~catioaalA2d~etability. Area. any_.clu_.antity .of_Unforced Capacity .betwo~a_ (i) 
~ e l i @ a i l J . t y _ d ? ~ ' ~ f f a e 0 t  multit~lied bv (l_0_0_%_plus._IRM%) divided bv (100% olus 
~ _ i n u s  the Forecast L " " ". ~ii). [the .LDA R.elia_bilitv Reauirement 
~ [ 0 0 * / Q _ ~  plus_2~).di_vid_ed _by_ (100_%_ nltls_IRM%)l minus the Forecast 
l ~ A . l ~ a f i o n  (if n~4/~,,yJ~tts.ly, accounted for in establishil~g..the .CF,.TA~2L,~LL12~, 
w.~herc,_~rg~r,~ L D A _ ~ b l i g a t i o n ~ ' _  shall in,an the sum .o__f~ t h ~  
Qbligations forJllJ. ,~gs in such LDA~ 

2.26 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. 

2.27 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. 

2.28 Forecast Pool Requirement 

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

2.29 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. 

2.30 Forecast Zonal ILR Obfigafion 

"Forecast Zonal ILR Obligation" shall mean, in unforced capacity terms, the ILR 
Forecast for the Zone times the DR Factor, times the Forecast Po~)l Requirement. 
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2.31 Generation Capacity Resource 

"Generation Capacity R~ource" shall 
Reliability Assurance Agreement. 

have the meaning specified in the 

2.32 ILR Forecast 

"ILR Forecast" shall mean, for a Delivery Year, the average annual megawatt 
quantity of ILR certified for the live 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 ~ l e s s  ~aan five 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. 

2.33 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. 

2.34 Incremental Auction 

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

2.35 Incremental Capacity Transfer Right 

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

2.36 Interruptible Load for Reliability (ILR) 

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

A~I  I~  I I  ID  | • 2~2 " . . . . . .  : . . . . . . . . . .  
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2.37 Load Serving Entity (LSE) 

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

2.38 Locational Deliverability Area (LDA) 

"Locational Deliverability Area" or "LDA" sh;.dl mean a geographic area within 
the PJM Region that has limited transmission capability to import capacity to satisfy such area's 
reliability requirement, as determined by the Office of  the Interconnection in connection with 
preparation of  the Regional Transmission Expansion Plan,mad__aLspecifigR_ia_Schedule 10Ll of  

elia - _ rance _ ent. 

2.39 Loeational Deliverability Area Reliability Requirement 

"Locational Deliverability Area Reliability Requirement" shall mean the projected 
internal capacity in the Locational Deliverability Area plus the Capacity Emergency Transfer 
Objective for the Delivery Year, as determined by the Office of  the Interconnection in connection 
with preparation of the Regional Transmission Expansion Plan. 

2.40 Locational Price Adder 

"Locational Price Adder" shall mean an addition to the marginal value of  Unforced 
Capacity within an LDA as necessary to reflect the price of  Capacity Resources required to relieve 
applicable binding Iocational constraints. 

2.41 Loeatlonal Reliability Charge 

"Ix~:ational Reliability Charge" shall have the meaning specified in the Reliability 
Assurance Agreement. 

2.42 Net Cost of New Entry 

"Net Cost of  New Entry" shall mean the Cost of  New Entry minus the Net Energy 
and Ancillary Service Revenue Offset, as defined in Section 5. 

2.43 Nominated Demand Resource Value 

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

] load drop=IK.9.g~!~. 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 ILR is certified. 

2.45 Opportunity Cost 

"Opportunity Cost" shall mean a component of  the Market Seller Oflbr Cap 
calculated in accordance with section 6. 

2.46 Peak-Hour Disaateh 

'_2Egak-_Hour D.isoatch" shall mean. for DuroQses o( calculating.the En_erKy.and 
1 l ~ ~ ~ n d g r ~ e c t i  on_sEgf,..~j_~A.~ ch ~ _ as 8ulIl1~6~ ~ J a g ~  

_ . f x l l l . y _ E ~ ~  a l s  3klal.~e ~ K ~ O _ ~ l r c e _ i ~ d i ~ p a ~  f o u ~  
blocks of.four hours of  continuous <2u~alKf~_ ~. ea~ch b l o c ~ t ~ o u r _ ~ f i _ Q C ! . _ b ~  
with2dle hQur~Kdi ~_n E ~ _  our ~ldjO~__2~09. E P T ~ a , ~ c _ w 2 1 . g ~ h e _  
aE~ag&L_-eal:li~e L M E f & L ~ e ~ a  foLw_hJ.c_.h t k g _ ~ A ~ o s ~ ~ z ,  a l ~ . ~ d e t e ~ s  

~ t d ¢ ~ ~ I m j ~  gri . f o ~ ~ r ~ s x t ~ h  bloT, k ~ h a l L l ~  
a s ~ m _ ~ l . Z q m _ ~  " . entJ-  vided~aa~.if ~ e . n o t a t  l e a 3 ~ e c o _ a g J t l ~  
hotu:~_ilL~.~l~n,  four-hour_bl~k, th.ea2he. Refcxcalg.e ~ c e  shall b ¢ _ a . ~ a m e d _ ~  
 tt LfgrLmaJ   k. 

2.47 Peak Season 

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

2.48 Percentage Internal Resources Reouired 

"perc,~n!a,,e Internal Resources Reauired" sh I ~ L _  th " ~ a _ t l ~  
R e!!abilitv A_ssurance A2reement. 

2.49 Planned Demand Resource 

"Planned Demand Resource" shall have the meaning specified in the Reliability 
Assurance Agreement. 

2.50 Planned Generation Capacity Resource 

"Planned Generation Capacity Resource" shall have the meaning specified in the 
Reliability Assurance Agreement. 
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2.51 Planning Period 

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

2.52 PJM Region 

"PJM Region" shall have the meaning specified in the Reliability Assurance 
Agreement. 

2.53 PJM Region Installed Reserve Margin 

"PJM Region Installed Reserve Margin" shall have the meaning specified in the 
Reliability Assurance Agreement. 

2.54 PJM Region Peak Load Forecast 

"PJM Region Peak Load Forecast" shall mean the peak load forecast- used by the 
Office of  the Intercounection in determining the PJM Region Reliability Requirement, and shall 
be determined on both a preliminary and final basis as set forth in section 5. 

2.55 PJM Region Reliability Requirement 

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

2.56 Projected PJM Market Revenues 

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

2.57 Qualifying Transmission Upgrade 

"Qualifying Transmission Upgrade" shall mean a proposed enhanctmaent or addition 
to the Transmission System that: (a) will increase ,,..' . . . .  e-,-- ~,n- . . . . .  7the Canacitv Emergency 

into an LDA by a megawatt quantity certified by the Office of  the Interconnection; 
(b) the Office of  the Intercennection has determined will be in service on or before the 
commencement of  the first Delivery Year for which such upgrade is the subject of  a Sell Offer in 
the Base Residual Auction; (c__) is the subject of  a Facilities Studv Am'cement ex~uted before the 
conduct of  the Base Residl!al Auction for such Delivetw Year and (od~ a Generation 
lnterconnection Customer or Transmission Interconnection Customer is obligated to fund 
through a rate or charge specific to such facility or upgrade. 

2.58 Reference Resource 

"Reference Resource" shall mean a combustion t u r b i n e ~ ,  
confimtred with two General Electric Frame 7FA turbines with inlet air cooling, to 50 dem'ees. 
~lect ive Catalytic Reduction tedmoloav, dual fuel ca~abilitv, and a heat rate of  10.500 Mmbtu/ 

. ~ . . . .  i , i  . . . . .  c f  z , . "  
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2.59 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 as PJM 
lnterconnection, L.L.C. Rate Schedule FERC No.44. 

2.60 Reliability Pricing Model Auction 

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

2.61 Resource Substitution Charge 

"Resource Substitution Charge" shall mean a charge assessed on Capacity Market 
Buyers in a First Incremental Auction or Third Ina-emental Auction to recover the cost of 
replacement Capacity Resources. 

2.62 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 Load Forecast above that reflected in the Base Residual Auction. 

2.63 Sell Offer 

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

2.64 Sell Offer Price Cap 

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

2.65 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 meet 
obligations under this Attachment or the Reliability Assurance Agreement through submission in 
a Base Residual Auction of a Sell Offer indicating such Market Seller's intent that such Capacity 
Resource be committed regardless of clearing price. An LSE may submit a Sell Offer with a 
price bid for an owned or contracted Capacity Resource, but such Sell Offer shall not be deemed 
"Self-Supply," solely as such term is used in this Attachment. 
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2.66 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 
determined to be unavailable to deliver the committed Unforced Capacity in such Delivery Year, 
may submit Buy Bids for replacement Capacity Resources. 

2.67 ~ . . . . . . . . . . . . . . . . . . .  ~ - ' e ~  

S   T_tamt  onY  iod  ca a_LT   

2.68 Transition Period 

"Transition Period" shall mean the four-year period consisting of  the Delivery Years 
commencing June 1, 20076 June 1,200~7, June 1, 2009g, and June l, 201Q09. 

2.69 Unforced Capacity. 

"'Unforced Capacity" shall have the meaning specitied in the Reliability Assurance 
Agreement. 

2.70 Variable Resource Requirement Curve 

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

2.71 Zonal Capacity Price 

"Zonal Capacity Price" shall mean the clearing price required in each Zone to 
meet the demand for Unforced Capacity and satisfy Locational Deliverability Requirements and 
r, . . . . . . .  r . ~ - - - , ^ - - ,  t,_a:~t.:,:... - - " - ' - ' ~  . . . . . . . . . . .  for the LDA _.ozJ.,l~associated with such Zone. 
If the Zone containsbas multiple LDAs with different Caoacitv Resource Cleaxi~ I ' ~  
Zonal Caoacitv Price ~hall be a we i~ ted  averac, e of  the Cat~aeitv Resource,_ Clea~iaa_rri_ees for 
such LDAs. weighted bv ~¢. Unforced Caoaeitv o f  CaDaeitv Resources e l ~  e a c h  

2 7 1  "1r'1k=...6., ~ A I = - - . . 6 ~  ~ 6 . , , . 6  D . . . .  ~ . . . . .  • 
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!. COMMON SERVICE PROVISIONS 

Def'mitions 

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

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

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

1.2 Annual  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 fi)r each Zone until amended by the applicable 
Transmission Owner or modified by the Commission. 

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

1.3 Application: A request by an Eligible Customer for transmission service 
pursuant to the provisions of the 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 a 
generation unit that delivers energy to load without using the Transmission 
System or any distribution facilities (unless the entity that owns or leases the 
distribution facilities has consented to such use of  the distribution facilities and 
such consent has been demonstrated to the satisfaction of  the Office of  the 
Interconnection); 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 _(/~erafion Capacity Resource; or (ii) in an hour, any portion o f  
the output o f  such 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 o f  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 fights to input generation as a 
Qeaerafion Capacity Resource into the Transmission System at the Point of  
Intercormection where the generating facilities connect to the Transmission 
System. 

Capacity Resource: -ra, . . . . . . . . . .  : " "  ¢ "  . . . . . . . .  "~ . . . . . . . .  ' ¢ ^ "  ge at! g 
¢~:,:,: . . . .  I . ; ^ ~ .  . . . . . . .  . ~ ; , . . . ~  . . . . . . . .  ' '^ ' ~ h ~ S h a l l  b e_3~._ 
lllggainR_pXgXidgA]=..__in the Reliability Assurance A g r e e m e n t - o r - - t ~ g e t i a b i ~  
. . . . . . . . . .  , , .  . . . . . . . . .  South. 

Capacity Transmiss ion Injection Rights: The rights to schedule energy and 
capacity deliveries at a Point of  Intcrconnection (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 and/or Controllable A.C. Merchant Transmission Facilities 
that connects the Transmission System to another control area. Deliveries 
scheduled using Capacity Transmission Injection Rights have rights similar to 
those under Firm Point-to-Point Transmission Service or, if coupled with a 
generating unit external to the PJM 
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36.1.1 lnterconnection Services: Generation Interconnection Customers may 
request either of  two forms of  Interennnection Service, i.e., 
interconnection as a Capacity Resource or as an Energy Resource. Energy 
Resource status allows the generator to participate in the PJM Interchange 
Energy Market pursuant to the PJM Operating Agreement. Capacity 
Resource status allows the generator to participate in the PJM Interchange 
Energy Market to be utilized by load-serving entities in the PJM R e ,  on to 
meet capacity obligations imposed under the Reliability Assurance 
Agreement and/or to be desigmated as a Network Resource under Part Ill. 
Capacity Resources also may participate m" .n'~'~.... ,'~V~.,.,:.., r',.~,:,~.~...~"*~'a'̂ '~..~ ~ ~,~ 
Reliability Priciag2ckM_ ¢LAuetio~s 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 
Interconnection Customer any right to receive transmission service, under 
Part II or Part III. 

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

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

45 Capacity Interconnection Rights 

45.1 Purpose: Capacity Interconnection Rights shall entitle the holder to deliver the 
output of a Capacity Resource at the bus where the Capacity Resource 
interconnects to the Transmission System. The Transmission Provider shall plan 
the enhancement and expansion of the Transmission System in accordance with 
Schedule 6 of the Operating Agreement such that the holder of  Capacity 
lnterconnection 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, '~'~ t,^l~ka:... ^ . . . . . . . .  ^ . . . .  • x,r.~* ~.. 
. L . ~  o_l:.t.:l:,.. ^ . . . . . . . . .  ^ . . . . . . .  e....,, ity pri . . . . . . . . . . . . . . .  : . . . . . . . . . . .  ~ . . . . . . . . . . . . . .  as a Capac Resource or to the 
original effective date of this Part IV shall have Capacity Interconnection Rights 
commensurate with the size in megawatts of the accredited generation. When a 
Generation Interconnection Customer's generation is accredited as a Capacity 
Resource, the Generation Interconnection Customer also shall receive Capacity 
Intercxmnection 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 lnterconnection Customer may combine Incremental Deliverability 
Rights associated with Merchant Transmission Facilities with generation capacity 
that is not otherwise accredited as a Capacity Resource for the purposes of 
obtaining accreditation of such generation as a Capacity Resource and associated 
Capacity Interconnection Rights. 

45.3 Loss of Capacity lnterconneetion Rights: 

45.3.1 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 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 
Interconneetion 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 M W  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 over any period of 24 consecutive months, 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.I Application 

The Interconnection Customer desiring the interconnection of  a new ~.ttaleral~.__ 
Capacity Resource of  20 MW or less or the increase in capacity, by 20 MW or 
less, of  an existing G ~ n  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/gcninter/gcninter.html and must be submitted to Transmission 
Provider. 

All requirements related to the submission, for a larger resource, of  an Attachment 
N application must be satisfied tbr 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 Interconnection Customer is responsible for all costs 
associated with the processing of  the request and the performance of the 
Feasibility Study related to the request and will be billed for such costs following 
the completion of the Feasibility Study. 

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

All information required in the completed Attachment N related to the generating 
project site, point o f  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 lnterconnection Request 
will be entered into the then current lnterconnection Queue for analysis. The 
generation addition project will be identified in the Interconnection Queue on the 
PJM web site by the size of  the capacity addition and by its proposed Point of  
Interconnection on the PJM system. 

110.2 Feasibility Study 

Feasibility Study analyses can generally be expedited by examining a limited 
contingency set that focuses on the impact o f  the small capacity addition on 
contingency limits in the vicinity of  the ~c~ITll~gJ~Capacity Resource. Linear 
analysis tools are used to evaluate the impact o f  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 pertbrmed for small resource additions to ensure that 
circuit breaker capabilities are not exceeded. 

Once the Feasibility Study is completed, a Feasibility Study report will be 
prepared and transmitted to the Interconnection Customer along with a System 
Impact Study Agreement. In order to remain in the 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 deposit associated with the 
System Impact Study Agreement shall be equal to the estimated cost of  the 
System Impact Study, as specified by the Transmission Provider. The 
lntercounection Customer is responsible for all actual 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, as necessary. 
Transmission Provider shall retain the deposit until the settlement of  the final 
invoice for the System Impact Study, provided however, in the event that the total 
actual cost of  the System Impact Study does not exceed the total estimated cost o f  
the System Impact Study then the deposit may be applied for payment of  invoices 
for the cost o f  the study. In some cases, where no network impacts are identified 
and there are no other projects in the vicinity of  the small resource addition, the 
System Impact Study may not be required and the project will proceed directly to 
the Facilities Study. 
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110.3 System Impact Study 

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

Load deliverability will only be evaluated for sub-areas where margins are known 
to be limited. In most cases, the addition of  small ~ Q ~ C a p a c i t y  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 ~m_e~t~n_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 lntercounection Customer along with a 
Facilities Study Agreement. In order to remain in the Interconnection Queue, the 
Interconnection Customer must return the executed Facilities Study Agreement 
within 30 days, along with a deposit in the amount of  the estimated cost of  the 
Facilities Study. The Intercounection Customer is responsible for all actual costs 
associated with the performance of  the Facilities Study related to the request and 
will be billed for such costs following the completion 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 
Intercouneetion Service Agreement. 
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110.4 Facilities Study 

As with larger generation projects, transmission facilities design for any required 
Attachment Facilities, Local Upgrades and/or Network Upgrades will be 
performed through the execution of  a Facilities Study Agreement between the 
Interconnection Customer and Transmission Provider. Transmission Provider 
may contract with consultants, including the Interconnected 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 Interconnected 
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 o f  
"turn key" attachments will be reviewed by the Interconnected Transmission 
Owners or their contractors. 

110.5 lnterconnection Service Agreement 

As with larger generation projects, an lnterconnection 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 G~gr~.ig~_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 ~ C a p a c i t y  
Resources. However, in instances where an increase o f  20 MW or  less to an 
existing ~ C a p a c i t y  Resource can be put in service immediately, a 
modified Intercormection Service Agreement may be executed. If such an 
increase is expedited through the System Impact Study phase, ahead o f  larger 
projects already in the Interconnection Queue, an Intereonnection Service 
Agreement will be executed granting interim Capacity Interconnection Rights. 
These interim rights will allow the capacity increase to be implemented and the 
resource to participate in the capacity market until studies have been completed 
for earlier queued resources and all related obligations have been defined. At 
such time, the interim rights awarded the smaller capacity addition will become 
dependent on the construction o f  any required transmission facilities and the 
satisfaction o f  any financial obligations for those facilities. If, once those 
obligations are defined, the smaller capacity addition desires to retain the interim 
Capacity lnterconnection Rights, a new Interconnection Service Agreement will 
be executed. 
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If a new G ~ _  " ~ C a p a c i t y  Resource of  20 MW or less can be quickly 
connected to the system, interim Capacity Interconnection Rights can be awarded, 
as above, through the execution of  a modified Intcrconnection 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 But Greater Than 2MW 

This section describes procedures related to the submission and processing o f  requests 
related to the interconnection of  new generation resources of  20 MW or less but greater than 2 
MW or the increase in capability of  20 MW or less but greater than 2 MW of an existing 
generation resource, for which Capacity Interconnection Rights will not be granted. Such 
resources may participate in the PJM energy markets, but not in the PJM capacity markets. They 
may, therefore, not be used by load serving entities to meet capacity obligations imposed under 
the PJM Reliability Assurance Agreement or the Reliability Assurance Agreement-South. These 
procedures apply to generation resources which, when cxmnected to the system, are expected to 
remain connected to the system for the normal life span o f  such a generation resource. These 
procedures do not apply to resources that are specifically being connected to the system 
temporarily, with the expectation that they will later be removed. 

111.1 Application 

The Interconnection Customer desiring the interconnection of  a new Energy 
Resource o f  20 MW or less but greater than 2 MW or the increase in capability, 
by 20 MW or less but greater than 2 MW of  an existing 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, of  an Attachment 
N application must be satisfied for a capability addition of  20 MW or less but 
greater than 2 MW, except that the non-refundable deposit requirement is $1,000, 
rather than $10,000. The Interconnection Customer is responsible for all actual 
costs associated with the processing o f  the request and the performance of the 
Feasibility Study related to the request and will be billed for such costs following 
the completion o f  the Feasibility Study. 
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111.3 

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 Interconnection Queue, the 
Intereonnection 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 deposit associated with the 
System Impact Study Agreement shall be equal to the estimated cost o f  the 
System Impact Study, as specified by the Transmission Provider. The 
lnterconnection Customer is responsible for all actual 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. 
Transmission Provider shall retain the deposit until the settlement of  the final 
invoice for the System Impact Study, provided however, in the event that the total 
actual cost of  the System Impact Study does not exceed the total estimated cost o f  
the System Impact Study then the deposit may be applied for payment of  invoices 
for the cost o f  the 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 C.tcdlel:alJojL_Capacity Resources of  20 MW or less will 
only be evaluated if they are connected at a location where stability margins 
associated with existing resources are small. 

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

Once the System Impact Study is completed, a System Impact Study report will 
be prepared and transmitted to the Interconnection Customer along with a 
Facilities Study Agreement. In order to remain in the interconnection queue, the 
Interconnection Customer must return the executed Facilities Study Agreement 
within 30 days, along with a deposit in the amount of  the estimated cost of  the 
Facilities Study. The Interconnection Customer is responsible for all actual costs 
associated with the performance of  the Facilities Study related to the request and 
will be billed for such costs following the completion of  the Facilities Study. If 
no transmission system facilities are required, the Facilities Study may not be 
required and the project will proceed directly to the execution of  an 
Interconnection Service Agreement. 
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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 o f  the 
month. 

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

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

In the event that a single customer is serving load in more than one Zone, or serving Non- 
Zone Load as well as load in one or more Zones, or is both a Network Customer and a 
Transmission Customer, the Monthly Charge for such a customer shall be the sum of  the 
Monthly Charges determined by applying the appropriate formulae set forth in this Schedule 2 
tbr 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 ~l.~!~Mj~9~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 

I owners of  ~ i ~ C a p a c i t y  Resources in that Zone. Such Generation Owners shall inform 
Transmission Provider of  any such agreement. In the absence o f  agreement among such 
Generation Owners, the Commission, upon application, shall establish the allocation. Generation 
Owners shall not be eligible for payment, pursuant to this Schedule 2, of  monthly revenue 
requirement associated with those portions of  generating units designated as Behind The Meter 
Generation. 
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S C H E D U L E  9-5 

Capac i ty  Resource  and Obl igat ion M a n a g e m e n t  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 inst-Mlod-.u~LfgIcd~ capacity obligations under the Reliability Assurance 
Agreement ("RAA"), "~'~ D ~ T : . I . : I : . . .  A . . . . . . . .  A . . . . .  /. ~ . . ~ . 1 .  t " D  A ^ C ' ~ . . , I . , ~ .  ~_~"ld t ~ . ~  

^ . . . . .  • ur - - ,  ~,,t, ^ ^ . ,  . . . .  x" (ii) . . . . . . . . . . .  a processing Network Integration 
Transmission Service; anti-(ill) administering the --w-..,:' . . . .  -,~-a: . . . .  ,---~--"-' :--, ~ l ~  
~ ~ t h e  PJM Region; and (iv) administering or providing technical support for the 
RAA e~,, , t . . .~ D ̂  ^ u~--. (as delegated to PJM nder the RAA P.AA W~'.) 
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 
La)ad-Serving Entities and to owners of Capacity Resources; as such terms are defined in the 

I RAA o ^ ^ e^,,,~ --a  v ^ ^ u ,~ ,  

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 ~ ~ .  _ ~ t . ~  
Obligation of such user, as determined for each such day pursuant to Schedule :7--~]~, ! o f  the 
RAA,--gehedu . . . . . . . . . . . . . . . . . . . . . .  e ^ ~ , , . a , a ^  -7 ̂ ¢,t.~ o ^ A ~w--, . . . . . .  :a^a I. . . . . . . . . .  ,~.., : 

c) In addition to any charge under paragraph (b), PJM will charge each ing.llt~._~l 
~ _ a L i a ~ . a n  a c "  an . ~ ~ ~ d c l ~  Reliab51il~ 
~ ¢ l ~ a t f ,  f i ~ o ~ n e r - - o g - ~ :  Capacity Resources committed to serve Ioa$1,.for such oaeh 
month, a charge equal to the Capacity Resource and Obligation Management Service R~-e stated 
below times such ~ t o t a l  share, in MWs, ofthe Unforced Capacity of all Capacity 
Resources v,.,,,...~ -,: . . . .  .,,..,,,.~'~l- v.̂ - -,:- v----" cleared or self-scheduled (includin~ through a ~  
~ b y  such-o~n~mfi t~,  for commitment to serve load durine such monrhwhor-o 
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B. Transmission Congestion Credits. 

I. General. 

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

For a new PJM zone, each Transmission Customer purchasing Firm Point-to-Point Service, each 
Network Customer, with respect to its reservation of  firm transmission service for deliveries 
from Network Resources 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 
a~er 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 o f  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 o f  
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 o f  Transmission Congestion 
Credits to holders o f  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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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 (b) ((the 
difference between the total bid MWh cleared and total offered MWh cleared hourly at 
each node) x Nodal Reference Price) summed over all nodes and all hours for the 
previous three cleared day-ahead markets. 

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

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

IV. RELIABILITY PRICING M O D E L  AUCTION CREDIT REOUIREMENTS 

Settlement duging anv Delivery Year of cleared vositions resultiw, or exoected to result from 
any Reliability Pricing Model Auction shall be included as aooroDriate in Peak Market 
Activity. and the vrovisions of this Attachment 0 shall anolv to any such activity and 
obligations arising therefrom. In addition, the vrovisions of  this section shall anvlv to any 
entity s e e k i ~ n  a r ~ ~ t 0  address c r c d ~ ~  
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A M~k.et S ~ k i n ~ I o ~ u b ~ i t _ a _ S _ e l l  ~ g c . l . i . a h i l i t v  Priciw, M_odel Auction 
based on any Catmei_ty R~oorce for whic_h_th_cre ~ n c r e a s e d J J s k _ o f . r t o n -  
rm'forman.c¢ must satisf~ the tree[it rt~quirement soecified in._.~ction IV.B hr,£ql;q 
~ ~ _ 1 0 J Y . ~ r ~ A ~ e d i t . m u s t  b e  maintain ed.._unfil such risk oLaoq :  
~ - -  stantiall _ ." inated, but mav be redu_eod_commensurate__with, thq 
r~uctioq.ir~ s u ~  f o . r l h J a . , ~ K ~  

~ 9 _ f  this Drovisi0n. a resource fgr_which ther_cjs a materially in c!_eas_ed risk of  
~3.o_n-oerform~ce sha/Lme, aaL_~a l?l~n~d_Generat!gn (~avacitv Resouren~ii) a Planned 
__D~anan~Resource; .(_iii~ a Quali_fyim, TransmissiQn Unm'ac!e: .or. (iv). an_¢xistita~, 
G e n m a i ~ ~  " thc2/M_Kcgis~" that.atthe_ t imei t  is 
~lmli'tted. iam_S~ Off~aa~;to_t secutgl firm transmission service to the border of  the 
.pJM Region suffici~t to .zatiff~...the deliverabi!!ty req.ui_rements of  the Reliahilitx 
_ .A_~atr~n c_e_ A gr e emg~ t. 

B. Reliabil i ty Prlcina M o d e l  Auct ion  Credi t  R e o u i r e m e n t  

EOLany_ r e s o u ~ f i e d _ ~ o _ n _ I V . A ,  .the .c;redit _requirement shalL~3~k¢ RPM 
A~_¢tion Credit Rate. as r~rovided in S.ection_IV.D. times the rfie.~awatts t 9 be offered fg( 
8algfT, gja_~uch_resouree in.a Reliability Pricine Model Auction. As set f o r t ~ ~  
IY~D, the Auction Credit Requjrc/nent shall be d et_erminedseaaratelv for each Deliv_ery 
Year. The RPM Ao.ction Credi! Requir~raent for ~gh  Market Seller.shi|ll be the sum of  
t _ ~ i t  yequircm~ts for_alLgt~rcsources t ~ _ . b y  s u ~ k e t  Sedl~Jn_the 

C. Reduct ion  in Credi t  R e a u l r e m e n t  

The RI~.M Auction Credit Req.u.irement for a Market Seller__will be reduced for anv 
Delivery Year to the extent less than all of  such Market Seller's offers clear in 0ae Bas.¢_ 
Residual_Auction or anv Incremental Auction for such Dqljyerv Year. Such reduction 
shall be oronortional to the ouantitv, in meeawatts, that failed to clear in su.ch.Deli_verv 
Year. As soeeified in Section IV.D. the RPM Auclion..Credit Rate also may be reduced 
~ s ~ r . t h e  auction has closed. 

In addition, the RP M Auction Clfedit Roauirement for a Partieioant for any ~iven 
p..~liyerv Y_egr shall be reduced oefiodieallv,~ provided the Particioant suecessfullv m_eets 
m'om'ess milestones that reduce the risk of  non-t~erformance, as follows: 

a . .Fo r  Planned Den'aand Resourens. the I~PM Auction Credit Reouirement wilLb_e 
reduced in direct oroaortion to the me~awatts o f  such Demand Resource that the 
Resourg.e._Provider q~aalifies a,s_a_.Canacitv Re~__urce~_.in accordance with th 
p_rgx~_ures~ali.sh~Lundgrdh¢_Kcliabilitv Assur~_._c~._Agr~em~t 
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b . . . . J ~ 9 l ~ ~ a _ . . C ~ a v a c i t _ v  Resources locatlxtoutside t h e . . l ? J j ~ l ~  
h~¢.tlol secured sufficient firm transnlissiola to _th.e border of  the PJM RegioII.DN~L~ 
thc_au_c_tion in._w.h_ieh such resource.is, fu~t _o.ff~ed: the RPM Credit R e q u i r . ~ _  
be reduced in ~ ~ t o ~ r t i ~ u l o _ ~ _ t r a n s m i s ~ ~  
by the Market Seller tha_Lqualif~t_zueh r ~ o u r c e . u ~ l i v e r a b i l i t y _ . r ~  

For Planned__G .eneratio 9 Canacity .Resources:. the RPM Credit. l~eauir_emeat shalkb¢ 
r~uced_to_. 50% 9f_~e an39unt c a l c u l a ~ e 4 _ l m _ d _ ~ ~ e  " ~  
_effective da_te of  an lnterconnecl.ion _s .e~-vice A~reemenL and sll~Jl .be reduc, ed .t_o zero_ 
on the date of  commencemeat oflnterc0nnection Sek-yice , 

_d~EoL_Qualifyinz T r a n s m ~ s ~ ~ . t h e  RPM Credit R e q u i r e m ~  
reduc_.ed to zero on the date the . al" ". . . . . .  " " .l~gtad¢_is.l~!aced in servic~,e 

~ i t l b t e  

Market Se!l.ers offedog..resources into a Rel!abilitv p r i c i n g _ M o 4 ~ _ £ o L a n y  
L)~di_~ry_Year will incur a f o r w a r . d . ~ ~ o n  to P_JM if: (i) the offered resourc¢~ 
clear~ in such auction; (ii) the Market Seller sqbsccluentlv beco_m, es deficient in_its ability 
to pro~_d9 stLc h reso~; ._( i i i )  the Market S . e ~ l a a t e s  in a__Eir~t, oL_ThIIxl 
lacr_em._en_tal Auction to.ohtairt_reolacement resources for. such Seas_on _.De!iverv Year to 
meet the obli~,ation f_or.__whjcb..the Market _Sdlcr is deficient:__and (iv) the Capacity 
Ikczource Cledl " " t ~ _ n  .exceeds the Canaeitv Resourc~ 
Cleating Price the resource was to receive ~s o . . ~ ! . ~ . t h e _ p r i o r  ia~clj.oll, 

A~L-~.. ffttth in the PJM Manuals, a_. sep_ arate Auction Cr_gttit Rate shall be calc, olated tbr 
each Delivery ye.at.prior to each Rel!abilitv Priging M .o<l_d~.ugtioB~gg such D ~  
Y ear,.i~_ follo_~; 

a. For a Base Residual Auction for a DelivcI'y Year. the Auction Credit Rate for each 
Season shall be the marginal ,Xalue of  svstem canacity tlgttallljned in the Base 
Residual Auction for the orior Deliverv Year. times the number of  4avs in such prior 
Delivery Year. times the Maximum Price Exoosure factor described below: orovided. 
_hpweyeB..t_h_atfor. the Del_!verv Year ~ldr.t.~,ed in the first RPM B~e  _R_esidual 
Auction. the marr,inal value of  sv'st~all, c,~p.acitv used in this formula shall be 
determine4_ analvticallv throuda simulation, pr0gramm_ig¢, and shall be aoste~l_ D__fi_or to 

For any iaaere_m_., ental Auction for a Deliverv Year. the Auction Credit Rate shall be the 
marszinal value of.system capacity determined in the Base Residual Au_ction for such 
Delivery Year. times the number of  days in such Delivery Year. times the_Mil~;im.ltIll 
l~n'~ E_xposure factor deseribetl be[Qw. 
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b. Subsequent to anv aq_etjp_n__., the A._uetion C.redit Rate,, used fQL on~'oi_n~__eredi.t 
r¢:~tuirements for sunolv committ.eL:l_ in sucJl..a.uctiodt shall be the lesser of_the .Au_cti'0_n - 
_Cr~it R~t¢ _eztablished pri_o_r t o_.offerin~ in_to_._ti3e auefion.__and_the a c ~ a l _ ~  
value of  svstem eaDac~_ {tim~_th¢ oumber o f  davs in such Deli_v _.eyv _ _ Y e . ~ , ~ i / i ~  
Maximum Price _Exposurefactor described below] that was oostgd fol"_tha_t auetjonff~ 
all.of a_,supplier's off  .eLS_.. _w _ h _ ~ s ~ ! _  in that_auc, tiom 

c._ The Maximum Pric_e.Expom, lrefaflo.Lxvill be calculated as follows: 

L _  . Prior to the date that tliKee Incrftllental Auctions for a t,iven Deliverv Year(s] 
have been cgnduqted, ..the...IVJaximum Price Exposure factor will_be_ thf  
~ . .  exo~cted two-vear_percent price incr.ease with. a 90*./o_.czanfidence 
bgtsed on PJM's ~ _ e . t _ s i ~  

. After three. ]Incremen_tal Auction_s_ have , i tCh .c~o_Anducted for anv Deliverv 
Year(sl  but_befor¢~six~s_uf, h_auctions hay_e_/~-l..condurAt~l,..the Maximum 
~ . ~ ' a c t o r  ~Ki.lLbe.caleulated.(nit.i_al!y_in the same m~nner as for the 
first.three l ~ t ~ _ ~ 9 2 a ~ . _ b u t  shall be!_e(t__u _c~x!... t_9 " the exteoLthe grgalg~_ 
l~Vd~Lprice i ~ D _ e l i y _ e r y _ Y _ f a r  fas m_.eas_u.red b e ~  
~ a l  Attction and its _as.s9eiate~!..Base R~idual  Auction) w_~sJ~s_lhon 
fll.9.3~ue init" ._. l.be infreased to the extent the second 
~ ¢ n t _ n r i c e  increase fo_r a. gi~:en_Delivery.y_ea[~az_measur~ 
.be~.._._e~_ any Incremental Aucfio_n ~md i k s . ~ c i a t e d  Base ~idu .a l .  Auction) 
3,/as~grgalm'.than the _v.a_l_u_e in!tiallv ¢a!cuJ_~ted. 

:L..- • A~er six Incremental A.uf,.tions have been__coad~_c~ed f ~ _ Y f a ~ s _ ) ~  
the Maximum l~rice I~xDosure factor for such Delivfty_X.~.will_be ~ e  second 
larKezt oercent p~if&._increase (a.s_measured be tw~n  auy_Aal~T..~entaLAu.fJJ~ 
a g d . ~ ~ ~ l . _ A u ~ ~ c r c m e n t ~  Auct i_ons for 
such Deliverv TY.car_ conducted during_~¢ then-current c a l e n d a r . ~  
an2c.ofthe three t~recedjng calendar vears. 

E. F o r m s  o f  Financial  Securi ty  

in ~di t ion  to the forms of  credit soecified elsewhere in this Attachment O. the followin~ 
fgrm of  unsecured credit shall be available to Market Sellers. but solelv for ourooses o f  
~ti.~fvin~, RPM Auction Credit ]~,¢0uirements. If a su~01ier has a history of  bein~ a net 
seller into PJM markets, on avera~,e, over the oast 12 months, then PJM will count as 
available unsecured credit twice the average of  that oartieit~ant's total net monthlv PJM 
bills over the trust 12 months. 

IV. 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. 
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Acceptable forms of  Financial Security include cash deposits and letters of  credit. 

I |V.I  FINANCIAL TRANSMISSION RIGHT AUCTIONS 

A. SCOPE. 

Credit shall be required for all FTR auction products. The foregoing notwithstanding, bids 
from Established Monthly FTR Market Participants for single calendar month FTRs covering 
the month beginning immediately after a monthly FTR auction will not be included in their 
FTR credit requirement(s). 

A. Total FTR Credit Requirement. 

PJM shall calculate a total FTR credit requirement for each Market Participant equal to the 
sum of  its Auction Credit Requirements for all FTR auctions. Market Participants in FTR 
Auctions shall be required to maintain this minimum amount of  credit with PJM in addition 
to any other credit requirements the Market Participant may have pursuant to the Tariff. 

C. Auction Credit Requirement. 

For each FTR auction, PJM shall calculate an Auction Credit Requirement for each Market 
Participant. If a set of  submitted bids would ever cause a Market Participant's Auction 
Credit Requirement to exceed the Market Participant's auction credit limit, then that set of  
Submitted bids shall be rejected. 

In calculating a Market Participant's Auction Credit Requirement, self-scheduled FTR's shall 
have a zero credit requirement. Positive FTR bids for which the bidder holds matching 
ARRs will not be counted in the bid total. In addition, the Auction Credit Requirement will 
be reduced in accordance with the credit release schedule set forth in section IV.E of this 

Credit Policy. 

A. Total FTR Credit Limit. 

Market Participants shall establish a total FTR credit limit prior to bidding in an FTR auction, 
provided that this requirement shall not apply if an Established Monthly FTR Market 
Participant exclusively bids on single calendar month FTRs covering the month beginning 
immediately after a monthly FTR auction. 

A total FTR credit limit can be established by utilizing the unused portion of  a Market 
Participant's currently established Unsecured Credit limit at PJM provided the Market 
Participant specifically makes such a request in writing to the PJM Treasury Department. 
FTR credit can also be established or enhanced by the Market Participant providing 
additional Financial Security or Corporate Guaranty, of  a type acceptable under this Credit 

Policy. 
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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 letter 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 of  credit and meeting the policy 
provisions are the responsibility of  the Applicant/Participant/Member 

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

standards of this Policy. 

I VL EVENTS OF DEFAULT 

Failure to comply with this policy (except for the responsibility of  an 
Applicant/Participant/Member to notify PJM of  a Material change) shall be considered an 
event of  default. Pursuant to §15.h3(a) of  the Operat ing Agreement  of  PJM 
lnterconnection, L.L.C. and §1.7.3 of  the PJM Open Access Transmission Tariff, 
non-compliance with the PJM Credit Policy is an event of  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  P'affi~iiPc~ot~t~e~beb~ 
ongoing Transmission Service and participation in PJM MarKets. A I'a p' 
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. 

Iv-. DEFINITIONS: 

Affdlate -Affiliate is defined in the PJM Operating Agreement, §1.2. 

Agreements - The Operating Agreement ofPJM Interconnection, L.L.C., the PJM Open 
Access Transmission Tariff, the Reliability Assurance  Agreement,  the Reliability 
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Individual FTR Credit Requirements - Shall mean the bid price for the FTR less the 
Revenue Offset for the FTR. If the Individual FTR Credit Requirement for an FTR 
results in a value less that zero, that Individual FTR Credit Requirement shall be set to 

Z e r O .  

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 of 
the term by governmental agencies and regulatory bodies. 

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

Net Obligation - The amount owed to PJM for purchases from the PJM Markets, 
Transmission Service, (under both Part II and Part III of the O.A.T.T.), and other services 
pursuant to the Agreements, after applying a deduction for amounts owed to a Participant 

by PJM as it pertains to monthly market activity. - ~aa:,: . . . . . . . . . . . . . . . . . . . . . .  ~.~, ..,~u 
~ , ,  . . . . .  ~ ( * ~  D I K A  I n  ; * k =  .~, .  . . . . .  O z  ~ , e F - - -  j | . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  [ J  . . . .  ,.7 . . . . . . . . .  

..,:,, ~.~ ^-~ . ,^ -~  ,~ ,~-:~ ~ . . . .  Should other markets be formed such that Participants may 
incur future Obligations in those markets, then the aggregate amount of those 
Obligations will also be added to the Net Obligation. 

Nodal Reference Price - A probabilistic (97%) maximum price differential historically 
experienced between day-ahead and real-time market prices at a given location as defined 
in this policy. This number is used in Virtual Bid Screening. 

Obligation - All amounts owed to PJM for purchases from the PJM Markets, 
Transmission Service, (under both Part I1 and Part Ill of the O.A.T.T.), and other services 
pursuant to the Agreements. In addition, aggregate amounts that will be owed to PJM in 
the future for Capacity purchases within the PJM Capacity markets will be added to this 
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ATTACHMENT YDD 

INote: redllnin~ in Attachment DD shows revisions against Attachment Y in PJM's August 
31. 2005 Filino in Docket Nos. ER05-1410 and EL05-148] 

. 

Reliability Pricing Model 

INTRODUCTION 

This Attachment sets forth the terms and conditions goveming 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 As~rance Agreement, the Reliability Pricing 
Model provides: 

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

(b) a competitive auction mechanism to secure the forward commitment of  additional 
Capacity Resources ~ r . a n s m i ~ i ~ a s  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 ~ e t i a b i l i P y - b e n e f i t s  of  Capacity Resources; 

(e) deficiency charges to ensure progress toward, and fulfillment of, forward commitments 
by demand and generation resources to satisfy capacity ~d~/~fi~r~-rdial~4D,-requirements; 

(t) measures to identify and mitigate capacity market structure deficiencies; and 

(g) a Reliability Backstop mechanism to ensure that sufficient generation, transmission and 
demand response solutions will be available to preserve system reliability. 
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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 o,r_ilL~e, JLdLA. References to section numbers in this Attachment Y--D_~_ 
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 11. 

2.2 Avoidable Cost Rate 

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

2.3 Base 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 sh',dl mean a component of a Sell Offer based on an 
existing Generation Capacity Resource, equal to the ~un~..":v'n" ..v, . . . . . . .  ,,,.,,~v..,,~':':" cf '~'-,..,~ 
i n s t - a l t o d U 0 ~  ~apaci ty  of such resource, as determined in accordance with the PJM 
Manuals, minus the EFORd Offer Segment. If the Sell Offers of multiple Market Sellers are 
based on a single existing Generation Capacity Resource, the Base Offer Segments of such 
Market Sellers shall be determined pro rata based on their entitlements to Unforced Capacity 
from such resource. 

2.5 Base Residual Auction 

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

2.6 Buy Bid 

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

2.7 Capacity Credit 

"Capacity Credit" shall have the meaning specified in Schedule I 1 of the 
Operating Agreement, including Capacity Credits obtained prior to the termination of such 
Schedule applicable to periods after the termination of such Schedule. 
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2 .9  C a n a e i t v  E m e r ~ e n e v  T r a n s f e r  O b i e e t i v e  

,, • " " " " E " av " 

2 . 1 0  C a p a c i t y  M a r k e t  B u y e r  

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

2.11  C a p a c i t y  M a r k e t  S e l l e r  

"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 Base Residual 

Auction or an Incremental Auction. 

2 . 1 2  C a p a c i t y  R e s o u r c e  

"Capacity Resource" shall 

Assurance Agreement. 

have the meaning specified in the Reliability 

2.13 C a p a c i t y  R e s o u r c e  Clearing Price 

"Capacity Resource Clearing Price" shall mean the price calculated for a Capacity 
Resource that offered and cleared in a Base Residual Auction or Incremental Auction, in accordance 

with Section 5. 

2.14 C a p a c i t y  T r a n s f e r  Right 

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

Locational Delivery Area. 

'_LC_ONE Area" shall mean the areas limed in section 5.10(aXiv)(p-) and anjLLDAs 

~",.ablished as CONE Areas tmrsuant to section 5.10(a)(iv)fB). 

2 . 1 6  C o s t  o f  N e w  E n t r y  

"Cost of New Entry" o x ~ O 3 ~ . , ~ '  shaU mean the tmall~minlil levelized cost of a Reference 
Resource, as ~ i n e d  in accordance with-i~ section 5. 
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2.17 Daily Deficiency Rate 

"Daily Deficiency Rate" shall mean the rate employed to assess certain deficiency 
charges under sections 7, 8, ~_or 12. 

2.18 Daily Unforced Capacity Obligation 

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

2.19 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. 

2.20 Demand Resource 

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

2.21 Demand Resource Factor 

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

2.22 Demand Resource Provider 

"Demand Resource Provider" shall mean a Member that has the capability to reduce 
load, or that aggTegates 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 ms a Demand Resource. 

2.23 EFORd 

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

2.24 EFORd Offer Segment 

"EFORd Offer Segment" shall mean a component o f  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 o f  
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. 

v 
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~'Eauilibrium ZQne" shall mean: (a'J for the VRR Curve for_the PJM Re~fion. a/1.y 
quantitv of  Unforced Catmcitv between (i'~ [the PJM Re~ioq Relia_bility Reouirement multiDli~l - 
l~.(100% plus !RM%) d!vid led bv (100% plus IRM%)I minus the Forecast RTO ILR Ol~lit, atign: 
and (ii) [the PJM Re~ion Reliabilitv Reouirement multivlied bv (100% nlus IRM°/~Iflu~2,~) 
divided_by (100% plus IRM%)] minus the Forecast RTO ILR Obligation: and (b'} for the VRR 
Curve for any Locafional Deliverability Area. any auantitv O f Unforced Capaeitv b ~  
[the LDA Reliabilitv Reauirement multil~li~ b_v_O00% nlus 1RM%) divi0gd_ lpy. (100% igus 
IRM%'fl minus the .F0.recast LDA IL_R Obligation: and iii,)_[the LDA Reliabjlil,v 
multi li . 1 o. 1 . ~ ~ ~  (100% nlus IRM%'}I min~_the F o r e ~ t  
LDA ILR Oblieatigzl_(if not nreviouslv accounted for.in establishing, the CE.TD_~;A.I~_~53~ 

the-. suwJ oxzr, ast .Zo nal_l tA_ 

2.26 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. 

2.27 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. 

2.28 Forecast Pool Requirement 

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

2.29 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. 

2.30 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. 
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2.31 Generation Capacity Resource 

"Generation Capacity Resource" shall 
Reliability Assurance Agreement. 

have the meaning specified in the 

2.32 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) fi'om up to five prior Planning Periods shall be 
substituted as necessary; and provided further that, for transmission zones that were integrated 

I into the PJM R e , o n  i n - t h o 4 v , , o ~ ¢  years prior to the conduct o f  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. 

2.33 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. 

2.34 Incremental Auction 

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

2.35 Incremental Capacity Transfer Right 

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

2.36 interruptible Load for Reliability (ILR) 

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

" )  ~ l ' }  • ^ ~ 1 i  D I I  " ID I 1 

5 2 A  • ^ ~ . I  I ~ ^ I I ^ . . , : - - - -  I f )  . . . . . .  

= .  
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2.37 Load Serving Entity (LSE) 

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

2.38 Locational Deliverability Area (LDA) 

"Locational Deliverability Area" or "LDA" shall mean a geographic area within 
the PJM Region that has limited transmission capability to import capacity to satisfy such area's 
reliability requirement, as determined by the Office of  the lnterconnection in connection with 
preparation of  the Regional Transmission Expansion P l a n ~  s l ~ c , j . ~ q l l ~ t ~ 9 4  ¢_ 
tl tR y Aum an _t. 

2.39 Locational Deliverability Area Reliability Requirement 

"Locational Deliverability Area Reliability Requirement" shall mean the projected 
internal capacity in the Locational Deliverability Area plus the Capacity Emergency Transfer 
Objective for the Delivery Year, as determined by the Office of  the Intercormection in connection 
with preparation of  the Regional Transmission Expansion Plan. 

'7 " I Q  I A . - - 6 . * ^ - - - - I  Ult~l .* . . . . .  I.~1.*~,~, D . . . .  : . . . . .  • 

" 1  . . . . .  + :  . . . .  ! I - ~ A I ;  . . . .  1 . ; I ; + . ,  D ~ . . ;  . . . .  + "  , . I . ~ 1 1  . . . .  +1,. . . . . .  ; . . . .  + g k .  U .¢,~. 

I t ~  I , . . ' + k ~  O ~ l : . k : l : ~ ,  A ~ o  . . . . . . .  A . . . . . .  

2.40 Locational Price Adder 

"Locational Price Adder" shall mean an addition to the marginal value of  Unforced 
Capacity within an LDA as necessary to reflect the price of  Capacity Resources required to relieve 
applicable binding Iocational constraints. 

2.4 i Locational Reliability Charge 

"Locatinnal Reliability Charge" shall have the meaning specified in the Reliability 
Assurance Agreement. 

2.42 Net Cost of New Entry 

"Net Cost of  New Entry" shall mean the Cost o f  New Entry minus the Net Energy 
and Ancillary Service Revenue Offset, as defined in Section 5. 

2.43 Nominated Demand Resource Value 

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

[ load drop t~ggrams.  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 ILR is certified. 

2.45 Opportunity Cost 

"Opportunity Cost" shail mean a component of  the Market Seller Offer Cap 
calculated in accordance with section 6. 

2.46 Peak-HourDisnatch 

~)Pcak-Jqour_DisnotehS~hall_ mean_, for purpose;~...o_f_c_al.e_uJa_ting the Energy_and 
Allgillgty.~S..ervices Revenue Offset_ un_d__e[ section. 5__of IhiLAtta~hm_ent,_an_assumption~.~.Lgloa~_ 
full2~scL£otthda.th¢ P/M_Manuols, that the R_ef_eren£,c~o~g~lj~p.aJ_~tlrd:! in four distinct 
b ~  of fouL.h_o.urs of.cz211finuolts.output for each block from the p . c a k - h o o ! . _ . p 3 ~ ' 9 _ ~  
_with the hour ending 0800 EPT.._thro_uv-h to the h o u r . c j l d i n ~ _  EP.T_for any.da,.y wJaen _ ~  
vgg.Cgag._e r~al:-tintg~j~lYJ~r.~e area for whic h _th.e_Net3Sost of  K¢_w_Entr),_isbeir~g.determined is 
re'eater than. or eaual to. the cost_to .,generate (including the co~.t_for_a_comolete start and 
~_hutdo...wn cxclcLf,.c_r..gL!$__ast, twg_hours during each four-hour block,Av_h_~e,~.~lch . ~ s . s h a l l  J~ 
ig~gl/!_ecA.Jg~b~dispatched indeoendentlv: nrovidoJ lhat ,_if th~e~re.notat  lca,st.tw~..cc, onoJnic 
.h_ours i_n .any -iven four-hour_.hl~k, then the R . e ~ q f e g . g L ~ ~ t .  to._.~ 
disnatched for such block. 

2.47 Peak Season 

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

2.48 Percentaee Internal Resources Reouired 

~Percentaee lnternal_R~ogu'ces_Reauired" shall have the meanine soecified in. the 
Rcli~hilitv Assurance A~reemen. t. 

2.49 Planned Demand Resource 

"Planned Demand Resource" shall have the meaning specified in the Reliability 
Assurance Agreement. 

2.50 Planned Generation Capacity Resource 

"Planned Generation Capacity Resource" shall have the meaning specified in the 
Reliability Assurance Agreement. 
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2.51 Planning Period 

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

2.52 PJM Region 

"PJM Region" shall have the meaning specified in the Reliability Assurance 
Agreement. 

2.53 PJM Region Installed Reserve Margin 

"PJM Region Installed Reserve Margin" shall have the meaning specified in the 
Reliability Assurance Agreement. 

2.54 PJM Region Peak Load Forecast 

"PJM Region Peak la)ad Forecast" shall mean the peak load forecast- used by the 
Office o f  the Interconnection in determining the PJM Region Reliability Requirement, and shall 
be determined on both a preliminary and final basis as set forth in section 5. 

2.55 PJM Region Reliability Requirement 

"PJM Region Reliability Requirement" shall mean, tbr purposes of  the Base 
Residual Auction, the Forecast Pool Requirement multiplied by the Preliminary PJM Region Peak 
Load Forecast, and, for purposes of  the Second Incremental Auction, the Forecast Pool 
Requirement multiplied by the Final PJM Region Peak Load Forecast. 

2.56 Projected PJM Market Revenues 

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

2.57 Qualifying Transmission Upgrade 

"Qualifying Transmission Upgrade" shail mean a proposed enhancement or addition 
to the Transmission System that: (a) will inca'ease -.-t---,.1--~"- Cc.F=bi!i.D~dae Cal/afity_ Emer_~lt.¢~ 
TransfeLLimil into an LDA by a megawatt quantity certified by the Office of  the lnterconneetion; 
(b) the Office of  the lnterconnecfion has determined will be in service on or before the 
commencement of  the first Delivery Year for which such upgrade is the subject of  a Sell Offer in 
the Base Residual Auction; (c'~ is the subieet o f  a Facilities Studv Am'cement .eZ__eyuted before the 
f, oxtduct of  the Base Residual Auction for such Deliv~'rv Year and (e~D a Generation 
Interconnection Customer or Transmission Interconnection Customer is obligated to fund 
through a rate or charge specific to such facility or upgrade. 

2.58 Reference Resource 

"Reference Resource" shall mean a combustion t u . r b i n e ~ K ~ ,  
~onfimu'ed with two General Electric Frame 7FA turbines with inlet air eoolin~ to 50 degrees. 
Selective Catalytic Red.uetio_.n technology, dual fuel eanabilitv, and a heat rate of  10.500 Mmbn,/ 
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2.59 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 as PJM 
Interconnection, L.L.C. Rate Schedule FERC No.44. 

2,60 Reliability Pricing Model Auction 

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

2.61 Resource Substitution Charge 

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

2.62 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 l.oad Forecast above that retlected in the Base Residual Auction. 

2.63 Sell Offer 

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

2.64 Sell Offer Price Cap 

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

2.65 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 meet 
obligations under this Attachment or the Reliability Assurance Agreement through submission in 
a Base Residual Auction of a Sell Offer indicating such Market Seller's intent that such Capacity 
Resource be committed regardless of  clearing price. An LSE may submit a Sell Offer with a 
price bid for an owned or contracted Capacity Resource, but such Sell Offer shall not be deemed 
"Self-Supply," solely as such term is used in this Attachment. 
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2.66 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 
determined to be unavailable to deliver the committed Unforced Capacity in such Delivery Year, 
may submit Buy Bids for replacement Capacity Resources. 

2.67 .w.: .~.,  u s - . . . ^  e . . . ~  ~ . . . . .  

LTran~i f ion Adder'_'_shaU m_.e~__ a__~moo.ttenLof a_$_dl O_ff.er ~.wrnitted for cerh~ia 
,Capac i~ .Marke t  Sellers for  th_e. T ~ s i t i o n  Period, ~ . s ,  eA.fortb__t~_se~on 1 7  . . . . . . .  ~ . . . . . . . .  e ' ~ "  

2.68 Transition Per iod  

"Transition Period" shall mean the four-year period consisting of  the Delivery Years 
commencing June 1,200_76, June 1,20087, June I, 20 _0~_, and June 1, 20.L000. 

2.69 Unforced Capacity 

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

2.70 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 re.source requirements based on varying installed reserve margins, as determined by the 
Office of  the Interconnection for the PJM Region and eae~fo~_C,g~ain Locatlon',d Deliw:rability 
Areas_ in accordance with the methodology provided in Section 5. 

2.71 Zonal Capacity Price 

"Zonal Capacity Price" shall mean the clearing price required in each Zone to 
meet the demand for Unforced Capacity and satisfy Locational Deliverability Requirements and 
D . . . . . .  , 'x..--~,^.^l t,~U^l.:,:,. D--..: . . . . .  for the LDA ~ a s s o e i a t e d  with such Zone. 
If the Zone containshas multiole LDAs with differ~t  Caaacitv ]~esource Cleariw, Price~, f ~  
Zonal Capacity Price shall be a weiehted averac,e of  the Canaeitv Resource Clearine Prices for 
sue.h _Ie!)A_s. wei|zhted bv the Ualfor.c, ed Canacitv o f  Canacitv Resources cleared_ in each s_u.¢_h 
LDA. 
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1.4A Authorized Commission, 

"Authorized Commission" shall mean (i) a State public utility commission within the 
geographic limits of the PJM Region that regulates the distribution or supply of electricity to retail 
customers and is legally charged with monitoring the operation of wholesale or retail markets serving 
retail suppliers or customers within its State or (ii) an association or organization comprised 
exclusively of State public utility commissions described in the immediately preceding clause (i). 

lAB Authorized Person, 

"Authorized Person" shall mean a person who has executed a Non-Disclosure Agreement, 
and is authorized in writing by an Authorized Commission to receive and discuss confidential 
information. Authorized Persons may include attorneys representing an Authorized Commission. 
consultants and/or contractors directly employed by an Authorized Commission. provided however 
that consultants or contractors may not initiate requests tbr confidential intbrmation from the Office 
of the lnterconnection or the PJM Market Monitor. 

1.5 Board Member. 

"'Board Member" shall mean a member of the PJM Board. 

1.5A Applicable Regional Reliability Council. 

"'Applicable Regional Reliability Council" shall mean the reliability council ibr the region in 

which a Member operates. 

1.5B Behind The Meter Generation. 

"'Behind The Meter Generation" refers to a generating unit that delivers energy to load without 
using the T r a n ~ s s i o n  System or any distribution facilities (unless the entity that owns or leases the 
distribution facilities has consented to such u.~z of the distribution facilities and such consent has been 
demonstrated to the satisfaction of the Office of the lnterconncction); 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 any hour, any portion of the output of 
such generating unit[s] that is sold to am)ther entity for consumption at another electrical location or into 

the PJM Interchange Energ'y Market. 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government Policy 
September 29, 2006 

Effective: June 1. 2007 



Jnofflclal FERC-Generated PDF of 20061004-0159 Received by FERC OSEC 09/29/2006 in Docket#: ER05-1410-000 

PJM Interconnection, I..L.( 2. Tenth Revised Sheet No. 19 
Third Revised Rate Schedule FERC No. 24 Superseding Ninth Revised Sheet No. 19 

1.6 Capacity Resource. 

"Capacity, Resource" have the meaning provided in the Reliability Assurance Agreement. 

1.6A Consolidated Transmission Owners  Agreement.  

"Consolidated Transmission Owners Agreement" dated as of December 15.2005, by and among 
the Transmission Owners and by and between the Transmission Owners and PJM Intercnnnection, 
L.L.C. 

1.7 Control Area. 

"Control Area" shall mean an electric power system or combination of electric power systems 
bounded by interconnection metering and telemetry to which a common automatic generation control 
scheme is applied in order to: 

(a) match the power output of the generators within the electric power system(s) ~md energy 
purchased ti'om entities outside the electric power system(s), with the load within the electric power 
system(s): 

(b) maintain scheduled interchange with other Control Areas, within the lirnits of Good 
Utility Practice: 

(c) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice and the criteria of NERC and the applicable regional reliability 
council of NERC; 

(d) maintain power tlows on transmi~ion thcilities within appropriate limits tD pre.,ve~'e 
reliability; and 

(e) provide sufficient generating capacity to maintain operating reserves in accordance with 
Good Utility Practice. 

1.7.01 Control  Zone. 

"Control Zone" shall mean any of the ECAR Control Zone(s), MAAC Control Zone, or MAIN 
Control Z~)ne(s). or the VACAR Control Zone. 

1.7.02 Defaul! Allocation Assessment. 

"Default Allocation Assessment" shall mean the assessment determined pursuant to .section 
15.2.2 of this Agreement. 

1.7.03 Demand Resource. 

"Demand Resource" shall have the meaning provided in the Reliability Assurance Agreement. 

1.7A [Reserved]. 

1.7B [Reserved]. 

1.7C ECAR. 

"ECAR'" shall mean the reliability council under section 202 of the Federal Power Act, 
established pursuant to the ECAR C(x)rdination Agreement dated June 1, 1968, or any successor thereto 
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1.9 Effective Date. 

"Eft~ctive Date" shall mean August 1. IO97, or such later date that FERC permits this 
Agreement to go into effect. 

i.  I 0 Emergency. 

"'Emergency" shall mean: (i) an abnormal system condition requiring manual or automatic 
action to maintain system frequency, or to prevent loss of tirm load, equipment damage, or tripping of 
system elements that could adversely affect the reliability of an electric system or the safe~ of persons 
or property; or (ii) a thel shortage requiring departure from normal operating procedures in order to 
minimize the use of such scarce fuel: or (iii) a condition that requires implementation of emergency 
procedures as defined in the PJM Manuals. 

I. I I End-Use Customer. 

"End-Use Customer" shall mean a Member that is a retail end-user of electricity within the I'JM 
Region. 

1.12 FERC. 

"FERC" shall mean the Federal Energy Regulatory Commission or any s u c c e ~ r  t~teral 
agency, commission or department exercising juri~ict ion over this Agreement. 

I. 13 Finance Committee.  

"Finance Committee" shall mean the body fbrmed pursuant to Section 7.5. I of this Agreement. 

1.14 Generation Owner.  

"Generation Owner" shall mean a Member that owns or leases with rights equivalent to 
ownership |hcilities for the generation of electric energy that arc located within the PJM Region. 
Purchasing all or a portion of the output of a generation facility shall not be sufficient to qualify a 
Member as a Generation Owner. 

1.14A Generation Capacity Resource. 

"Generation Capacity Resource" shall have the meaning provided in the Reliability Assurance 
Agreement. 

1.15 Good Utility Practice. 

"'Good Utility Practice" shall mean any of the practices, methods and acts engaged in or 
approved by a sigmificant portion of the electric u61ity industry during the relevant time period, or any of 
the practices, methods and acls which, in the exercise of reasonable judganent in light of the facts known 
at the time the decision was made, could have been expected to accomplish the desired result at a 
reasonable cost consistent with good business practices, reliability, safety and expedition. Good Utility 
Practice is not intended to be limited to the optimum practice, method, or act to the exclusion of all 
others, but rather is intended to include acceptable practices, methods, or acts generally accepted in the 
region. 

1.16 Information Request. 

"Information Request" shall mean a written request, in accordance with the terms of this 
Agreement for disclosure of confidential information pursuant to Section 18.17.4 of  this Agreement. 
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1.16A lnterruptible Load for Reliability.. 

"Interruptible Load tbr Reliability" or "ILR'" shall have the meaning spccilied in the 
Reliability Assurance Agreement. 

1.17 LLC. 

"LLC'" shall mean PJM lnterconnection, L.I_C., a Delaware limited liability company. 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government Policy 
September 29, 2006 

Effective: June 1, 2007 



Jnofflclal FERC-Generated PDF of 20061004-0159 Received by FERC OSEC 09/29/2006 in Docket#: ER05-1410-000 

PJM Interconnection, L.L.C. Fifth Revised Sheet No. 21 
Third Revised Rate Schedule FERC No. 24 Superseding Third Revised Sheet No. 21 

1.18 Load Serving Entity. 

"'Load Se~,ing Entity" shall mean an entity, including a load aggregator or power marketer. ( 1 ) 
serving end-users within the PJM Region, and (2) that has been granted the authority or has an 
obligation pursuant to state or local law, regulation or franchise to sell electric energy to end-users 
located within the PJM Region, or the duly designated agent of such an entity. 

1.19 Locational Marginal Price. 

"'I.ocatiunal Marginal Price" shall mean the hourly integrated market clearing marginal price tbr 
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. 

"'MAAC'" shall mean the Mid-Atlantic Area Council, a reliability council under § 202 of the 
Federal Power Act established pursuant to the MAAC Agreement dated August 1, 1994 or any 
successor thereto. 

1.20A MAAC Control Zone. 

"MAAC Control Zxme" shall mean the aggregate of the Transmission Facilities of Athmtic City 
Electric Company, Baltimore Gas and Electric Company, Delmarva Power and Light Company, Jersey 
Central Power and Light Company, Metropolitan Edison Company. PECO Energy Company, 
Pennsylvania Electric Company, PPL Electric Utilities Corporation. Potomac Electric Power Company, 
Public Service Electric and Gas Company. and Rockland Electric Company. 

1.20B MAIN. 

"MAIN'" shall mean the Mid-America Interconnected Network. a reliability council under § 202 
of the Federal Power Act established pursuant to the Amended and Restated Bylaws of MAIN. dated 
January 8. 1998, or any successor thereof. 

1.20C MAIN Control Zone. 

"'MAIN Control Zxme'" shall mean any one of the one or more Control Zones comprised of the 
Transmission Facilities of one or more of the Transmi~siun Owners for which MAIN is the Applicable 
P, egional Reliability Council, as designated in the PJM Manuals. 

1.21 Market Buyer. 

"Market Buyer" shall mean a Member that has met reasonable creditworthiness standards 
established by the Office of the lnterconnection and that is otherwise able to make purchases in the PJM 
Interchange Energy Market. 
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1.22 Market Participant. 

"Market Participant" shall mean a Market Buyer, a Market Seller, an Economic h ind Response 

Participant, or all three. 

1.23 Market Seller. 

"Market Seller" shall mean a Member that has met rcasxmablc creditworthiness standards 
established by the Office of the Interconnection and that is Dtherwise able to m',ff, e ~ l e s  in the PJM 
Interchange Energy Market. 

1.24 Member. 

"Member" shall mean an entity that ,satisfies the requirements of Section 11.6 of this Agreement 
and that (i) is a member of the LLC immediately prior to the Effective Date, or (ii) has executed an 
Additional Member Agreement in the tbrm set fDrth in Schedule 4 herex~f. 

1.25 Members Committee. 

"Members Committee" shall mean the committee specitied in Section g of this Agreement 
composed of representatives of all the Members. 

1.26 NERC. 

"'NERC" shall mean the North American Electric Reliability Council, or any succes,'a~r theretD. 
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1.35 PJM Manuals. 

"'PJM Manuals" shall mean the instructions, rules, procedures and guidelines established by the 
Office of the lnterconnection for the operation, planning, and accounting requirements of the PJM 
Region and the PJM Interchange Energy Market. 

1.35.01 PJM Market Monitor. 
"PJM Market Monitor" shall mean the Market Monitoring Unit established under 

Attachment M to the PJM Tariff. 

1.35A PJM Region. 
"PJM Region" shall mean the aggregate of the MAAC Control Zone. the PJM West Region, and 

VACAR Control 7~me. 

1.35B PJM South Region. 

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

1.36 PJM Tariff. 
"'PJM Tariff' shall mean the PJM Open Access Transmission Tariff providing transmission 

service within the PJM Region, including any schedules, appendices, or exhibits attached thereto, as in 

eflbct from time to time. 

1.36A IReserved.I 

1.36B PJM West Region. 
"'PJM West Region" shall mean the aggregate of the ECAR Control Zone(s) and MAIN Control 

Zone(s). 

1.37 Planning Period. 

"'Planning Period" shall initially mean the 12 months beginning June 1 and extending through 
May 31 of the following year. or such other period established under the procedures ofthe Reliability 

Assurance Agreement. 

1.38 President. 

"'President" shall have the meaning specified in Section 9.2. 

1.38A Regulation Zone. 
"'Regulation Zone" shall mean any of those one or more geographic areas, each consisting of a 

combination of one or more Control Zone(s) as designated by the Office of the Interconnection in the 
PJM Manuals, relevant to provision of, and requirements for, regulation service. 

1.39 Related Parties. 
"Related Parties" shall mean..solely for purposes of the governance provisions of this 

Agreement: (i) any generation and transmission cooperative and one of its distribution cooperative 
members; and (ii) any joint municipal agency and one of its members. For purposes of this Agreement, 
representatives of state or federal government agencies shall not be deemed Related Parties with respect 
to each other, and a public body's regulatory authority, if any. over a Member shall not be deemed to 

make it a Related Party with respect to that Member. 
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1.40 Reliabili~' Assurance Agreement. 

"Reliability Assurance Agreement" shall mean that certain Reliability Assurance Agreement 
Among I.oad-Scrving Entities in the PJM Region. on file with FERC as PJM Interconnection, L.I..C. 
Rate Schedule FERC. No. 42 [correct number reference], establishing obligations, standards and 
procedures [br maintaining the reliable operation of the PJM Region. 

1.40A IReservedl. 
i.40B IReservedl. 
1.40C SERC. 

-SERC'" or "'Southeastern Electric Reliabilit? Council" shall mean the reliability council under 
section 202 of the Federal Power Act established pursuant to the SERC Agreement dated Janua~ 14. 
1970. or any successor thereto. 
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1.47A VACAR. 

"'VACAR'" shall mean the group of five companies, consisting of l)t, ke I~nergy. Carolina Power 
and Light. South Carolina Public Service AuthoriD. South Carolina Electric and Gas. and Virginia 

Electric and Power Company. 

1.47B VACAR Control  Zone. 

"VACAR Control ~nc ' "  shall mean the Transmission Facilities of Virginia Electric and I'ower 

Company. 

1.48 Voting Member. 

"Voting Member" shall rnean (i) a Member as to ~hich no other Member is an Affiliate or 
Related Party, or (ii) a Member together vsith any other Members as to ~hich it is an Affiliate or Related 

Part2,'. 

1.49 Weighted Interest. 

-Weighted Interest" shall be equal to (0.1(I/NJ -~ 0.5(B/C) -~ 0.2(D/E) + 0.2(F/G)), where: 

N = the total number of Members excluding ex qffk'h, Members and 
State Consumer Adwxzates (which. tbr purposes of Section 15.2 of this 
agreement, shall be calculated as of fi~c o'clock p.m.F.astem Time on the date 
PJM declares a Member in defat,lt) 

B = the Member's internal peak demand for the previous calendar 
),ear (which. tot Load Serving Entities 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 the 
Reliability Assurance Agreement averaged over the previous calendar year) 

C = the sum of factor B for all Members 

D ~: the Member's generating capability from Generation Capacity 
Resources located in the PJM Region as of January 1 of the current calendar 
year. determined by the Office of the lntcrconnection pursuant Io Schedule 9 of 
the Reliability Assurance Agreement 

E = the sum of factor D for all Members 

F = the sum of the Member's circuit miles of transmission facilities 
multiplied by the respective operating voltage for facilities I00 kV and above as 
of January 1 of the current calendar year 

G = the sum of factor F for all Members 
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(d) The Markets and Reliability Committee shall provide advice and 
recommendations concerning studies and analyses relating to the overall efficacy of the PJM 
Interchange Energy Market and in carrying out actions as may be initiated as a result thereof 

(e) The Markets and Reliability Committee shall provide advice and 
recommendations concerning revisions to the Operating Agreement, the Reliabilit) Assurance 
Agreement. and the PJM Tariffthat pertain to its areas of responsibility. 

(f) The Markets and Reliability Committee shall make annual and timely 
recommendations concerning the generating capacity reserve requirement and related demand-side 
valuation factors tbr consideration by the Members Committee. in order to assist the Members 
Committee in making recommendations to the PJM Board of Managers. 

(g) The Markets and Reliability Committee shall provide direction to the Market 
Implementation Committee. which committee shall report to the Markets and Reliability Committee. 
The Market Implementation Committee shall provide advice and recommendations to the Markets 
and Reliability Committee directed to the advancement and promotion of competitive wholesale 
electricity markets in the PJM Region, and pertbrm such other functions as the Markets and 
Reliabilit) Committee may direct from time to time. 

(h) The Markets and Reliabilit) Committee shall provide direction to the 
Operating Committee and Planning Committee. which committees shall report to the Markets and 
Reliabilit) Committee. The Operating Committee shall advise the Markets and Reliability 
Committee and PJM on matters pertaining to the reliable and secure operation of the PJM Region 
and the PJM Interchange Energy Market, as appropriate, and other matters as the Markets and 
Reliability Committee may request. The Planning Committee shall advise the Markets and Reliability 
Committee and PJM on matters pertaining to system reliability, security, economy of service, and 
planning strategies and policies and other matters as the Markets and Reliability Committee may 
request. The Markets and Reliability Committee shall review technical recommendations and 
changes initiated by the Operating Committee and Planning Committees and provide comments as 
needed. 

(i) l'he Markets and Reliability Committee shall pcrlbrm such other functions. 
directly or through delegation to a Standing Comminee, subcommitlee, working group or task three 
reporting to the Markets and Reliability Committee, as the Members Committee may direct. 

(,j) The Markets and Reliability Committee shall create subcommittees, working 
groups or task forces when needed to assist in carrying out the duties and responsibilities of the 
Markets and Reliability Committee. 

8.6.2 [Reserved.l 
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iii) Prepare, maintain, update and disseminate the PJM Manuals; 

iv) Comply v, ith NERC. and Applicable Regional Reliabilit 3 
Council operation and planning standards, principles and guidelines: 

v) Maintain an appropriately trained worklbrce, and such 
equipment and f~cilities, including computer hardware and srdiware and backup 
pov, er supplies, as necessar,, or appropriate to implement or administer this 
Agreement: 

vi) Direct the operation and coordinate the maintenance of the 
facilities of the tUM Region used for both load and reactive supply, so as to 
maintain reliability of ser,,ice and obtain the benefits of p~x)ling and interchange 
consistent with this Agreement. and the Reliability Assurance Agreement: 

vii) Direct the operation and coordinate the maintenance of the bulk 
power supply facilities of the PJM Region with such facilities and systems of 
others not party to this Agreement in accordance with agreements between the 
LL,(" and such other systems to secure reliability and continuity of service and 
other advantages of pooling on a regional basis: 

viii) I'effonn interchange accounting and maintain records pertaining 
to the operation of the PJM Interchange I'nergy Market and the PJM Region: 

ix) Notify the Members of the receipt of any application to become 
a Member, and of the actkm of the Office of the Interconnection on such 
application, including but not limited to the completion of integration of a new 
Member's system into the PJM Region. as specified in Section I 1.6(t'): 

x) Calculate the Weighted Interest and Default Allocation 
Assessment of each Member; 

xi) Maintain accurate records of the sectors in which each Voting 
Member is entitled to vote. and calculate the results of any vote taken in the 
Members Committee; 

xii) Furnish appropriate information and reports as are required to 
keep the Members regularly infnnned of the outlook for, the functioning of. and 
results achieved by the PJM Region: 

xiii) File with FERC on behalf of the Members any amendments to 
this Agreement or the Schedules hereto, any new .Schedules hereto, and make 
any other regulato~ filings on behalf of the Members or the LI,C necessaD' to 
implement this Agreement; 

xiv) At the direction of the PJM Board, submit comments to 
regulatoD' authorities on matters pertinent to the PJM Region; 
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xv) Consuh with the standing or other committees established pursuant to 
Section 8.6(a) on matters within the responsibility of the committee: 

xvi) Perlbrm operating studies of the bulk power supply facilities of the PJM Region 
and make such recommendations and initiate such actions as may be neccssa~' 
to maintain reliable operation ofthe PJM Region: 

xvii) Accept. on behalf of the Members. notices served under this Agreement; 

xviii) Perlbrm those functions and undertake those responsibilities transferred to it 
undcr the Consolidated Transmission Owners Agreement including (A) direct 
the operation ofthe transmission facilities of the parties to the East Transmission 
Owners Agreement (B) direct the operation of the transmission fhcilities of the 
Parties to the West Transmission Owners Agreement. (C) direct tbe operation of 
the transmission ta.cilities of the Parties to the South Transmission Owner 
Agreement (D) administer the PJM Tariff: and ([9 administer the Regional 
Transmission Expansion Planning Protocol set tbrth as Schedule 6 to this 
Agreement: 

xix) Perform those functions and undertake those responsibilities transferred to it 
under the Reliability Assurance Agreement. as specified in Schedule 8 of this 

Agreement; 

xx) Monitor the operation of the PJM Region. ensure that appropriate Emergent', 
plans are in place and appropriate Emergency drills are conducted, declare the 
existence of an Emergency, and direct the operations of the Members as 
necessary to managc, alleviate or end an Emergent,,: 

xxi) Incorporate the grid reliabilit.', requirements applicable to nuclear generating 
units in the PJM Region planning and operating principles and practices; and 

xxii) Initiate such legal or regulator)' proceedings as directed by the PJM Board to 
entoree the obligations of this Agreement. 

!1. MEMBERS 

I I.I Management Rights. 

The Members or any of them shall not take part in the management of the business of  and shall 
not transact any business for. the LLC in their capacity as Members. nor shall they have power to sign 

tbr or to bind the I,LC. 

I 1.2 Other  Activities. 

Except as otherwise expressly provided herein, any Member may engage in or possess any 
interest in another business or venture ofany nature and description, independently or with others, even 
if such activities compete directly with the business of the LLC, and neither the LLC nor any Member 
hereof shall have any rights in or to any such independent ventures or the income or profits derived 

therefrom. 
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11.3 Member Responsibilities. 

11.3.1 General. 

I'o facilitate and provide tor the work of the Office of the Interconncction and of the 
several committees appointed by the Members Committee. each Member shall, to the extent applicablc: 

(a) Maintain adequate records and, subject to the provisions of this Agreement tbr 
the protection of the confidentiality of proprietary or commercially sensitive infi.)rmation, provide data 
required for (i) coordination ofoperations. (ii) accounting for all interchange transactions, (iii) 
preparation of required reports. (iv) coordination of planning, including those data required for capacity 
accounting under the Reliability Assurance Agreement; (v) preparation of maintenance schedules, 
(vi) analysis of system disturbances, and (vii) such other purposes, including those set torlh in 
Schedule 2, as will contribute to the reliable and economic operation of the PJM Region; 

(b) Provide such recording, telemetering, revenue quality metering, communication 
and control t~,cilities as arc required tbr the coordination of its operations with the Office of the 
Interconnection and those of the other Members and It) enable the Office of the lntcrconnection to 
operate the PJM Region and otherwise implement and administer this Agreement. including equipment 
required in normal and Emergency operations and for the recording and analysis of system disturbances: 

(c) Provide adequate and properb trained personnel to (i) permit participation in the 
coordinated operation of the PJM Region (ii) meet its obligation on a timely basis for supply of records 
and data. (iii) serve on committees and participate in their investigations, and (iv) share in the 
representation of the Interconnection in inter-rcgional and national reliability activities. Minimum 
training for Members that operate Market Operations Centers and local control centers shall include 
compliance with the applicable training standards and requirements in PJM Manual 01, Control Center 
Requirements, including the PJM System Operator Training Requirements in Attachment C; 

(d) Share in the costs Df committee activities and invcstigations (including costs of 
consultants, computer time and other appropriate items), communication thcilities used by all the 
Members (in addition to those provided in the Office of the Interconnection). and such other expenses as 
are approved for payment by the PJM Board, such costs to be recovered as provided in Schedule 3: 

(e) Comply with the requirements of the PJM Manuals and all directives of the 
Otlice of the Inlerconnection to take any action tor the purpose of managing, alleviating or ending an 
Emergency. and authorize the Office oftbe lnterconnection to direct the transfer or interruption of the 
deliver), of energy on their behalf to meet an Emergency and to implement agreements with other 
Control Areas interconnected with the PJM Region lbr the mutual provision of service to meet an 
Emergency, and be subject to the emergency procedure charges specified in Schedule 9 of this 
Agreement for any failure to follow the Emergency instructions of the Office of the Interconnection. In 
addressing any Emergency. the Office of the lnterconnection shall comply with the terms of any reserve 
sharing agreements in effect for any part of the PJM Region. 

I i.3.2 Facilities Planning and Operation. 

Consistent with and subject to the requirements of  this Agreement, the PJM 
Tariff, the governing agreements of  the Applicable Regional Reliability Councils, the Reliability 
Assurance Agreement, the Consolidated Transmission Owners Agreement, and the PJM Manuals, each 

Member shall 
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cooperate ~ith the other Members in the c~x)rdinated planning and opcmtiDn of the facilities of its 
System v, ithin the PJM Region so as to obtain the greatest practicable degree of reliability, compatible 
economy and otber advantages from such coordinated planning and operation. In tiartherance of such 
cooperation each Member shall, as applicable: 

(a) Consuh with the other Members and the ()fticc of the Interconnection. and 
coordinate the installation of its electric generation and Transmission Facilities with those of such othcr 
Members so as to maintain reliable service in the PJM Region: 

(b) (:?oordinate with the other Members. the Office ofthe Interconnection and with 
others in the planning and operation of the regional facilities to secure a high level of reliability and 
continuity of service and other advantages: 

(c) Cooperate with the other Members and the Office of the Interconnection in the 
implementation of all policies and procedures established pursuant to this Agreement for dealing with 
Emergencies, including but not limited to policies and procedures for maintaining or arranging tbr a 
portion of a Member's Generation Capacity Resources. at least equal to the applicable levels established 
from time to time by the Office of the Interconnection, to have the ability to go from a shutdown 
condition to an operating condition and start delivering Ix~wer without assistance from the pov.'er system: 

(d) Cooperate with the members of the Applicable Regional Reliability Councils to 
augment the reliability of the bulk power supply facilities of the region and comply with Applicable 
Regional Reliability Councils and NERC operating and planning standards, principles and guidelines 
and the PJM Manuals implementing such standards, principles and guidelines: 

(e) ()blain or arrange for transmission sen,ice as appropriate to can')' out this 
Agreement: 

(t) Cooperate with the Office of the lnterconnectkm's coordination of the operating 
and maintenance schedules of the Member's generating and Transmission Facilities with the lZacilities of 
other Members to maintain reliable ,~rvice to its ow'n customers and those of the other Members and to 
obtain economic efficiencies consistent therewith: 

(g) Cooperate with the other Members and the ()ffice of the Interconnection in the 
analysis, ft',rmulation and implementation of plans to prevent or eliminate conditions that impair the 
reliability ofthe PJM Region; and 

(h) Adopt and apply standards adopted pursuant to this Agreement and conforming 
to NERC. and Applicable Regional Reliability Council standards, principles and guidelines and the PJM 
Manuals, for system design, equipment ratings, operating practices and maintenance practices. 

11.3.3 Electric Dkstributors. 

In addition to any of the foregoing responsibilities that may be applicable, each Member 
that is an Electric Distributor, whether or not that Member votes in the Members (?ommittee in the 
Electric Distributor sector or meets the eligibility requirements for any other sector of the Members 
Committee. shall: 
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(a) Accept. comply with or bc compatible with all standards applicable within the 
PJM Region vdth respect to system design, equipment ratings, operating practices and maintenance 
practices as set tbrth in the PJM Manuals, or be sul2iect to an intcreonnected Member's requirements 
relating to the foregoing, so that sufficient electrical equipment, control capability, information and 
communication are available to the Office of the lnterconnectkm tbr planning and operation of the PJM 

Region; 
(b) Assure the continued compatibilit) of its local s)stem energy management 

system monitoring and telecommunications systems to satisfy the technical requirements of interacting 
automatically or manually with the Office of the Interconnection as it directs the nperatkm of the PJM 

Region; 
(c) Maintain or arrange tbr a portion of its connected load to be subject to control 

by automatic undcrfrequency, under-voltage, or other load-shedding devices at least equal to the levels 
established pursuant to the Reliability Assurance Agreement. or be subject to another Member's control 

tbr these pur[x~ses: 
(d) Provide or arrange for sufficient reactive capability and voltage control facilities 

to contbnn to Good Utility Practice and (i) to meet the reactive requirements of its system and customers 
and (ii) to maintain adequate voltage levels and the stability required by the bulk tx~'er supply facilities 

ofthe PJM Region; 
(e) Shed connected load, share Generation Capacity Resources. initiate lnterruptible 

Load for Reliability programs, and take such other coordination actions as may be necessar3' in 
accordance with the directions oflhe Office ofthe [nterconnection in Emergencies; 

(f) Maintain or arrange for a portion of its Generation Capacity Resources at least 
equal to the level established pursuant to the Reliabilit', Assurance Agreement to have the ability to go 
from a shutdown condition to an operating condition and start delivering po~er without assistance fi'om 

the po'~.er system; 
(g) Provide or arrange through another Member for the services of a 24-hour local 

control center to coordinate with the Office of the lnterconnectkm, each such control center to be 
furnished with appropriate telemetD' equipment as specified in the t'JM Manuals, and to be statl~d by 
system operators trained and delegated sufficient authority to take any action necessat3' to assure that the 
system tbr which the operator is responsible is operated in a stable and reliable manner. In addition to 
meeting any training standards and requirements specified in this Agreement, local control center stall" 
shall be required to meet applicable training standards and requirements in PJM Manual 01, Control 
Center Requirements, including the I'JM System Operator "['raining Requirements in Attachment C; 

(h) Provide to the Office of the lnterconnection all System, accounting, customer 
tracking, load forecasting (including all load to be served fi'om its System) and other data necessary or 
appropriate to implement or administer this Agreement, and the Reliability Assurance Agreement; and 

(i) Comply with the underfrequency relay obligations and charges specified in 

Schedule 7 of this Agreement. 
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11.3.4 Reports to the Office of the Interconnection. 

Each Member shall report as promptly as possible to the ()ffice of the Interconnection 
any changes in its operating practices and procedures relating to the reliability of the bulk power supply 
facilities of the PJM Region. The Office of the lnterconnection shall review such reports, and if any 
change in an operating practice or procedure of the Member is not in accord with the established 
operating principles, practices and procedures for the PJM Region and such change adversely affects 
such region and regional reliability, it shall so inform such Member. and the other Members through 
their representative on the Operating Committee, and shall direct that such change be mtxlified to 
conform to the established operating principles, practices and procedures. 

I 1.4 Regional "transmission Expansion Planning Protocol. 

"lhe Members shall participate in regional transmission expansion planning in accordance with 
the Regional Transmission Expansion Planning Protocol set forth in Schedule 6 to this Agreement. 

I 1.5 Member Right to Petition. 

(a) Nothing herein shall deprive any Member of the right to petition I:ERC to mtxti~ any 
provision of this Agreement or any Schedule or practice hereunder that the petitioning Member believes 
tD be unjust, unreasonable, or unduly discriminator)' under section 206 of the Federal Power Act, subject 
to the right of any other Member (a) to oppose said proposal, or (b) to withdraw from the LI.C pursuant 
to Section 4.1. 

(b) Nothing herein shall be construed as affecting in any way the right of the Members, 
acting pursuant to a vote of the Members Commitlee as specified in Section 8.4, unilaterally to make an 
application to EERC tbr a change in any rate, charge, classification, tariff or service, or an', rule or 
regulation related thereto, under ~ction 205 of the Federal Power Act and pursuant to the rules and 
regulations promulgated by FERC thereunder, subject to the right of any Member that voted against 
such change in any rate, charge, classification, tariff or service, or any rule or regulation related thereto, 
in intervene in opposition to any such application. 

I 1.6 Membership Requirements. 

(a) To quality' as a Member, an entity shall: 

i) Be a Transmission Owner a Generation Owner. an Other Supplier. an 
Electric Distributor, or an End-Use Customer: and 

ii) Accept the obligations set forth in this Agreement. 

(b) Certain Members that arc Load Serving Entities are parties to the Reliability Assurance 
Agreement,. Upon becoming a Member, any entity that is a Load Serving Entity in the PJM Region 
and that wishes to become a Market Buyer shall also simultaneously execute the Reliability Assurance 
Agreement. 
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(c) An entity that wishes to become a party to this Agreement shall apply, in writing, to the 
President ,setting forth its request, its qualifications fur membership, its agreement to supply data as 
specified in this Agreement, its agreement to pay all costs and expenses in accordance `*'ith Schedule 3. 
and providing all information specified pursuant to the Schedules to this Agreement for entities that `*ish 
to become Market Participants. Any such application that meets all applicable requirements shall be 
approved by the President within sixty (60) days. 

(d) Nothing in this Section II is intended to remove, in any respect, the choice of 
participation by other utility companies or organizations in the operation of the PJM Region through 
inclusion in the System of a Member. 

(e) An entity whose application is accepted b.v the President pursuant to Section 
1.6(c) shall execute a supplement to this Agreement in substantially the form prescribed in Schedule 4, 

which supplement shall be countersigned by the President. The entity shall become a Member effective 
on the date the supplement is countersigned by the President. 

(t) Entities whose applications contemplate expansion or rearrangement of the PJM Region 
may become Members promptly as described in Sections I 1.6(c) and I 1.6(e) above, but the integration 
of the applicant's system into all of the operation and accounting provisions of this Agreement and the 
Reliability Assurance Agreement, shall occur only after completion of all required installations and 
modifications of metering, communications, computer programming, and other necessary and 
appropriate facilities and procedures, as determined by the ()ffice of the lnterconnection. The ()ffice of 
the Interconnection shall nolle' the other Members ~hen such integration has occurred. 

(g) Entities that become Members '*'ill be listed in Schedule 12 of this Agreement. 

(h) In accordance with the MAAC Agreement. a Member serving load in the MAAC 
Control Zone shall be a member of MAAC and any other Member may be a member of MAAC. 

12. TRANSFERS OF MEMBERSHIP INTEREST 

The rights and obligations created by this Agreement shall inure to and bind the successors and 
assigns of such Member; provided, however, that the fights and obligations of any Member hereunder 
shall not be assigned without the approval of the Members Committee except as to a successor in 
operation of a Member's electric operating properties by reason of a merger, consolidation. 
reorganization, sale, spin-off, or foreclosure, as a result of which substantially all such electric operating 
properties are acquired by such a successor, and such successor becomes a Member. 

13. INTERCHANGE 

13.1 Interchange Arrangements with Non-Members. 

Any Member may enter into interchange arrangements with others that are not Members with 
respect to the delivery' or receipt of capacity and energy to fulfill its obligations hereunder or for any 
other purpose, subject to the standards and requirements established in or pursuant to this Agreement. 
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1.3.13 Maximum Generation Emergency. 

"'Maximum Generation Emergency" shall mean an Emergency declared by the ()ffice of 
the Interconnection in which the Office of the Interconnection anticipates requesting one or more 
Generation Capacity Resources to operate at its maximum net or gross electrical [x~wer output, sul2iect to 
the equipment stress limits for such Generation Capacit~ Resource, in order to manage, alleviate, or end 
the Emergenc~. 

1.3.14 Minimum Generation Emergency. 

"Minimum Generation Emergency'" shall mean an Emergcnc> declared by the Office of 
the Interconneclion in which the Office of the Inlcrconnection 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. 

1.3.15 Network Resource. 

"'Network Resource'" shall have the meaning specified in the PJM Tariff. 

1.3.16 Network Service U~r .  

"'Network Service L'ser'" shall mean an entity using Net,,~ork Transmission Service. 

1.3.17 Network Transmi~ion  Service. 

"Network Transmission Service" shall mean transmission service provided pursuant to 
the rates, terms and conditions set forth in Part I11 of the PJM Tariff. or transmission service comparable 
to such service that is provided to a l.oad Serving Entity that is also a Transmission O',,,ncr. 

1.3.18 Normal Maximum Generation. 

"'Normal Maximum Generation" shall mean the highest output level Dfa generating 
resource under normal operating conditions. 

1.3.19 Normal Minimum Generation. 

"Normal Minimum Generation" shall mean the lowest output level of a generating 
resource under normal operating conditions. 

1.3.20 Offer Data. 

"'Offer Data" shall mean the scheduling, operations planning, dispatch, new resource. 
and other data and infi)rmation necessary to schedule and dispatch generation resources and Demand 
Resource(s) 
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(b) An applicant that is a Load Serxing Entit2,, or that will purchase on behalf of or 
lbr ultimate deliver), to a l,oad Serving Entity shall establish to the satisthction of the Office of the 
Interconneclion 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 l,oad ,Serving Entity for the end users is obligated to meet the 
requirements of the Reliability Assurance Agreement: and 

ii) The Load Serving Entity for the end u~rs has arrangements in place for 
Network Transmission Service or Point-To-Point Transmission Service 
for all PJM Interchange I-nergy Market purchases. 

(c} An applicant that is not a I,oad Serving Entity or purchasing on behalf of or for 
ultimate deliver) to a/,oad Serving Entity shall demonstrate that: 

i) The applicant has obtained or will obtain Network Transmission Service 
or Point-to-Point "[ransmission Service tbr all PJM Interchange 
Energy Market purchases: and 

ii) "l'he applicant's PJM Interchange Energy Market purchases ';,ill 
uhimalcly be delivered to a load in another Control Area that is 
recognized by NER(" 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 ~lcs  in the Day-ahead 

Energy Market. 

(c) All applicants shall demonstrate that: 

i) "['be 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: 

ii) The applicant meets the creditworthiness standards established by the 
Office of the lnterconnection, or has provided a letter of credit or other 
form of security acceptable to the Office of the Interconnection: and 

iii) The applicant has paid all applicable fees and reimbursed the Office of 
the Interconnection for all unusual or extraordinary costs of processing 
and evaluating its application to become a Market Buyer. and has 
agreed in its application to subject any disputes arising from its 
application to the PJM Dispute Resolution Procedures. 

(f) The applicant shall become a Market Buyer upon a final favorable 
determination on its application by the Office of the lnterconnection as specified below, and execution 
by the applicant of counterparts of this Agreement. 
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1.4.2 Submission of Information. 

The applicant shall furnish all intbnnation rcasonabl} requested by the Office of the 
Interconnection in order to determine the applicant's qualification to be a Market Buyer. The Office of 
the lnterconnection may v, aive the submission of information relating to an'.' of the tbregoing criteria, to 
the extent the information in the Office of the lnterconnection's possession is sufficient to evaluate the 
application against such criteria. 

1.4.3 Fees and Costs. 

The Office of the lnterconnection shall require all applicants to become a Market Buyer 
to pay a uniform application the. initially in the amount of $1,500. to defray the ordinau' costs of 
processing such applications. The application ti~e shall be revised from time to time as the Office of the 
Interconnection shall determine to be necessary to recovcr its ordinary costs of processing applications. 
Any unusual or extraordinary costs incurred b', the Office of the Interconnection in pr(x:essing an 
application shall be reimbursed by the applicant. 

1.4.4 Office of the Interconuection Determination. 

Upon submission of the intbrmation specified above, and such other information as shall 
reasonably be requested by the Office of the Interconnection, the Office of the Interconncction shall 
undertake an evaluation and investigation to determine whether the applicant meets the criteria speciticd 
al:xwe. As soon as practicable, but in any event not later than 60 days after submission of the tbregoing 
inlbrmation, or such later date as may bc necessaD, to ~t isfy the requirements of the Reliability 
Assurance Agreement. the Office of the Interconnection shall notify the applicant and the members of 
the Members Committee of its determination, along with a written summat 3, of the basis for the 
determination. The Office of the lnterconnection shall respond promptly to an',' reasonable and timely 
request by a Member for additional intbrmation regarding the basis for the Office of thc 
Interconncction's detcrmination, and shall take such action as it shall deem appropriate in response to 
any request fDr reconsideration or other action submitted to the Office of the Interconnectkm 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 thc Operating Agreement of PJ~.'I Interconnection L.1..C. in et]~cl immediately 
prior to the t'ffi.~ctive 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 lntereonnection 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 b3. an 
agent that is a Market Buyer. 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government I'olicy 
September 29. 2006 

Effcctb, e: June I. 2007 



Jnofflclal FERC-Generated PDF of 20061004-0159 Received by FERC OSEC 09/29/2006 in Docket#: ER05-1410-000 

PJM Interconnection, L.I,.C. 
Third Revised Rate Schedule FERC No. 24 

Seventh Revised Sheet No. 75 
Superseding Sixth Rexised Sheet No. 75 

1.6 Office of the Interconnection. 

1.6.1 Operation of the PJM Interchange Energy Market. 

The Office of the lnterconncction shall Dperate the P,IM Interchange Energy Market in 

accordance .,x ith this Agreement. 

1.6.2 Scope of Sen'ices. 
The Office of the Interconnection shall, on behalf of the Market Participants. perform 

the services pertaining to the PJM Interchange Energ.~ Market specified in this Agreement, including but 

not limited to the following: 
i) Administer the PJM Interchange Energy Market as part of the PJM Region, 

including scheduling and dispatching of generation resources, accounting for 
transactions, rendering bills to thc 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 xxith applicable provisions of the 
()trice of the Intcrconnection Agreement, and the Schedules to this Agreement; 

ii) Reviev, and evaluate the qualification of entities to be Market Buyers. Market 
Sellers, or Economic I,oad Reslxmse Participants under applicable provisions of 

this Agreement; 

iii) Coordinate, in accordance v, ith applicable provisions of this Agreement. the 
Reliability Assurance Agreement, and the Consolidated Transmission Owners 
Agreement. maintenance schedules tbr generation and transmission resources 
operated as part oftbe PJM Region: 

ix ' )  Provide or coordinate the provision of ancillary services nccessar), lbr 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 Regkm. or in another directly or 
indirectly interconnected Control Area and serve as a primary point ofcontact 
for interested state or federal a~gencies: 

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 supl:x)rt in such Emergency conditions with other 
interconnected Control Areas, and (b) purchases of Emergency energy offered 
by Members from resources that are not Capacity Resources in conditions 
constituting an Emergency in the PJM Region; 
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1.7.9 Deliver).' to an External Market  Buyer. 

A purchase of Spot Market Energy by an External Market Buyer shall Ix: delivered to a 
bus or buses at the electrical boundaries of the PJM Region specified by the Office of the 
lnterconnection, or to load in such area that is not served by Netv, ork Transmission Service. using 
Point-to-Point Transmission Service paid tbr by the External Market Buyer. Further deliver' of such 
ener~' shall be the responsibility of the External Market Buyer. 

1.7.10 Other Transactions. 

(a) Market Participants may enter into bilateral contracts for the purchase or sale of 
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 lnterconnection. 
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 Intereonnection in accordance with this 

Schedule. 

(b) Market Participants shall ha~c Spot Market Backup v, ith 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 tbr 
load located v, ithin the PJM Region). 

(c) To the extent the Office of the lnterconnection 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 Load. Such a Generating Market Buyer shall be deemed a buyer 
thnn the PJM Interchange Energy Market to the extent of its PJM Interchange Imports. and shall be 
deemed a seller to the P.IM Interchange Energy Market to the extent of its PJM Interchange Exports. 

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

(i) A Market Seller may self-supply Station Pov, er for its generation 
facility during any month (I) when the net output of such facility is 
positi~,e, 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 thcilities p~sitive 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 
sx~ld or consumed by the Market Seller at any bus during any hour 
during the month. For 
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(b) The Office of the Interconnection shall obtain and maintain for each 
Synchronized Reserve Zone an amount of Synchronized Reser~ e equal to the Synchronized Reserve 
objective for such Synchronized Reserve Zone. as specified in the PJM Manuals. 

(c) rhe  Synchronized Reserve capability of a generation resource and Demand 
Resource shall be the increase in energy output or load reduction achievable by the generation 
resource and Demand Resource within a continuous 10-minute period. 

(d) A generation unit capable of automatic energy dispatch that also is providing 
Synchronized Reserve shall have its energy dispatch range reduced by the amount of the 
Synchronized Reserve provided. ]'he amount of Synchronized Reserve provided b v a generation unit 
shall serve to redefine the Normal Maximum Generation energy limit of that generation unit in that 
the amount of Synchrnnized Reserve provided shall be subtracted from its Normal Maximum 

Generation energy limit. 

1.7.20 Communication and Operating Requirements. 
(a) Market Participants. Each Market Parficipam 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 communicatkm 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 
tran~ctions with the PJM Interchange Energy Market, including but not limited to the tbllowing 

requirements as applicable. 
(b) Market Sellers selling from generation resources and/or Demand Resources 

~ithin the PJM Region shall: report to the Office of the lnterconnection sources of energy and Demand 
Resources availab[c for operation; supply to the ()ffice of the lntereonnectkm all applicable Ofl'er Data; 
report to the Office of the Interconnection generation resources and Demand Resources that are 
sell=scheduled; w'ith respect to generation resources, report to the Office of the lnterconnection bilateral 
.sales transactions to buyers not within the PJM Region; continn to the Office of the lnterconnection 
bilateral sales to Market Buyers within the PJM Region: respond to the Office of the Interconnection's 
directives to start, shutdown or change output levels of generation units, or change scheduled w~ltages or 
reactive output levels of generation units, or reduce load from Demand Resources: continuously 
maintain all Offer Data concurrent ",,,ith on-line operating inlbrmation; and ensure that. where so 
equipped, generating equipment and Demand Resources are operated with control equipment 

thnctioning as specified in the PJM Manuals. 
(c) Market .Sellers selling from generation resources outside the PJM Region shall: 

provide to the Office of the lnterconneetion all applicable Offer Data, including offizrs specifying 
amounts of energy available, hours of availability and prices of energy and other services: respond to 
()ffice of the lnterconnection directives to .schedule delivery' or change deliver)' 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 
l.oad Serving Entities shall: respond to Office of the lnterconnection directives for load management 
steps; report to the Office of the lnterconnection Generation Capacity Resources to satis~' capacity' 
obligations that are available for pool operation; report to the Office of the lnterconnection all bilateral 
purchase transactkms; respond to other Office of the lnterconnection directives such as those required 

during Emergency operation. 
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adequately resolved, or di~loscs a need tbr changes in standards or policies established in or pursuant to 
the Operating Agreement. any of the foregoing parties may make a written request for review of the 
matter by the Members Committee, and shall include with the request the tb~'arding party's 
recommendation and such data or information (subject to confidentiality or other non-disclosure 
requirements) as would enable the Members Committee to assess the matter and the recommendation. 
The Members Committee shall take such action on the recommendatkm as it shall deem appropriate. 

(d) Sul~ject to the right of a Market Participant to obtain correctkm of accounting or 
billing errors, the LI.C or a Market Participant shall not be entitled to actual, compensatory, 
consequential or punitive damages, opl'x~rtunity costs, or other form of reimbursement from the I.I.C or 
an',' other Market Participant for an)' loss. liability or claim, including any claim for lost profits, incurred 
as a result of a mistake, error or nther fault by the Office of the Interconnection in the selection. 
scheduling or dispatch of resources. 

1.9 Prescheduling. 

The following procedures and principles shall govern the prescheduling activities necessa~, to 
plan for the reliable operation of the PJM Region and for the efficient operation of the PJM Interchange 

Energy Market. 

1.9.1 Outage Scheduling. 

The Office of the Interconnection shall be responsible for coordinating and approving 
requests for outages of generation and transmission facilities as necessar)' for the reliable operation of 
the PJM Region. in accordance with the PJM Manuals. "[he Office of the lnterconnection shall maintain 
records of outages and outage requests o f t h e ~  facilities. 

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. 

(b) The Office of the Interconnection shall conduct Generator Planned Outage 
scheduling for Generation Capacity Resources in accordance with the Reliability Assurance Agreement 
and the PJM Manuals and in consultation with the Members owning or controlling the output of such 
resources. A Market Participant shall not be expected to submit offers for the sale of energy or other 
services, or to satisfy deliver)' obligations, from all or part of a generation resource undergoing an 
approved Generator Planned Outage. If the Office of the Interconnection determines that approval of a 
Generator Planned Outage would significantly affect the reliable operation of the PJM Region. the 
Office of the Interconnection may withhold approval or withdraw a prior approval. Approval for a 
Generator Planned Outage of a Generation Capaci~ Resource shall be withheld or withdrawn only as 
necessar)' 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 lnterconnection 
withholds or withdraws approval, it shall coordinate with the Market Participant owning or controlling 
the resource to re,schedule the 
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Generator Planned Outage of the Generation Capacit) Resource at the earliest practical time. I hc Office 
of the Interconnection shall if p~ssible propose alternative schedules with the intent of minimizing the 
economic impact on the Market Participant of a Generator Planned Outage. 

(c) The Office of the lnterconnectiDn shall cDnduct Transmission Planned Outage 
scheduling in accordance with procedures specified in. the Consolidated l'ransmission Owners 
Agreement. and the PJM Manuals, and in accordance with the [bllowing procedures: 

(i) Transmission Owners shall submit Transmission Planned Outage 
schedules one year in advance for all outages that arc 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 of all Transmission Planned 
Outages to the Office of the Intcrconnection by the first day of the 
month preceding the month the outage v, ill commence, ~ith updates as 
new information becomes available. 

(iii) If notice of a Transmission Planned Outage is not provided by the first 
day of the mnnth preceding the month the outage will commence, and if 
such outage is determined by the ()ffice of the lnterconnection to have 
the potential to cause transmission system congestion, then the Office of 
the Interconnection ma) require the Transmission Owner to implement 
an alternative outage schedule to reduce or avoid the congestion. The 
()ffice of the Interconnectiun shall perform this analysis and notil~¢ the 
Transmission Or, net in a timely manner if if will require rescheduling 

of the outage. 

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

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

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

1.9.3 Generator Maintenance Outages. 

A Market Participant may request approval tbr a Generator Maintenance Outage of any 
Generation Capacity Resource from the Office of the Interconnection in accordance with the timetablc 
and other procedures specified in the PJM Manuals. The Office of the Interconnection shall approve 
requests tbr Generator Maintenance Outages tbr 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 lbr the sale of energy or other services, or to satisfy delivery 
obligations, from a generation resource undergoing an approved tull or partial Generator Maintenance 

Outage. 

1.9.4 Forced Outages. 

(a) l 'ach Market Seller that owns or controls a pool-scheduled resource, or a 
Generation Capacity Resource whether or not Ixvol-schcduled, shall: (i) advise the Office of the 
Interconnection of a Generator Forced Outage suffered or anticipated to be suffered by ant' 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 bc expected to 
submit offers tbr the sale ofenerg)  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 undelivercd energy', in accordance v, ith standards and procedures fc, r thll and partial 
Generator Forced Outages specified in the Reliabili D Assurance Agreement. and the PJM Manuals. 

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

1.9.4A Transmission Outage Acceleration. 
(a) Planned Transmission Outages and Forced "Fransnaission Outages 

otherwise scheduled pursuant to sections 1.9.2 and 1.9.4 respectively of  this Schedule ma t' be 
accelerated or rescheduled at the request of  a Generation Owner or other Market Participant in 
accordance with the terms and conditions of  this section 1.9.4A and the PJM Manuals. 
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shall provide detailed data justif.ving such transmission facility ratings when directed b) the Office of 
the Interconnection. 

(b) In addition to the seasonal verification of all ratings, each Transmission 
Owner shall submit to the Operations Planning Department (or successor Department) of the ()ffice 
of the Intereonnection updates to its transmission facility ratings as soon as such Transmission 
Owner is aware of any changes. Such Transmission Owner shall provide the ()ffice of the 
Interconnection with detailed data justifying all such transmission tacility ratings changes. 

(c) All Transmission Owners shall submit to the Operations Planning Department 
(or successor Department) of the ()ffice of the lntereonnection formal documentation of an,, 
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 justi~'ing 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 Intereonneetion Responsibilities. 

(a) The Ottice of the lnterconnection shall pcrlbrm 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. 

(h) The Office of the Interconnection shall maintain and update tables setting forth 
Operating Reserve and other reserve objectives as specitied in the PJM Manuals and as consistent with 
the Reliability Assurance Agreement. 

(c) l'he Office of the Interconnection shall receive and process requests for firm and 
non-firm transmission service in accordance with procedures specified in the PJM "l'arit]~ 

(d) The Office of the Interconnection shall maintain such data and infbrmation 
relating to generation and transmission facilities in the PJM Region as may be necessa~' 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 thcility 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 
Interconnection shall govern and be effective during the pendency of any such dispute. 

(1) The Office of the Interconnection shall coordinate with other interconnected 
Control 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 processes to 
implement a Day-ahead Energy Market and a Real-time Energy market. 
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each such self-scheduled resource will disconnect or reduce output, or confirmation of the Market 
Buyer's intent not to reduce output. 

(c) All Market Participants shall submit to the Office of the lnterconnection 
schedules tbr any bilateral transactions inw~lving use of generation or Transmission Facilities as 
specified below, and shall inform the Office of the lnterconnection whether the transaction is to be 
included in the Day-ahead Energy Market. Any Market Participant that elects to include a bilateral 
transaction in the Day-ahead Energy Market may specie' the price (such price not to exceed the 
maximum price that may be specified in the PJM Manuals), if any, at which it will be wholly or partiall) 
curtailed rather than pay Transmission Congestion Charges. The foregoing price specification shall 
apply to the price difference between the specified bilateral transaction source and sink points in the day- 
ahead scheduling process only. Any Market Participant that elects not to include its bilateral transaction 
in the Day-ahead Energy Market shall inform the Office of the lnterconnection 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 follo~ing requirements: 

i) Internal Market Buyers shall submit schedules tbr all bilateral purchases 
for delive D' within the PJM Region, whether li'om 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 tbr bilateral transactions. Market 
Participants shall submit confirmations of each scheduled bilateral 
transaction from each other part), 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 Encrg) Market shall submit 
offers tbr the supply of energy (including energy from hydropower units), demand reductions. 
Regulation, Operating Reserves or other services for the following Operating Day. Offers shall be 
submitted to the Office of the Interconnection in the form specified by the Office of the Interconnection 
and shall contain the information specified in the Office of the lnterconnection's Offer Data 
specification, as applicable. Market Sellers owning or controlling the output of a Generation Capacity 
Resource that was committed in an FRR Capacity Plan, self-supplied or offered and cleared in a Base 
Residual Auction or Incremental Auction as specified in Attachment DD 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 tbr resource increments that have not cleared in a Base Residual Auction or an Incremental 
Auction, or were not committed in an FRR Capacity Plan shall be optional, but any such offers must 
contain the information specified in the Office of the Interconnection's Offer Data specification, as 
applicable. Energy offered from generation resources that have not cleared a Base Residual Auction or 
an Incremental Auction, or were not committed in an FRR Capacity Plan, shall not be supplied from 
resources that are included in or otherwi~ committed 
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to suppl,, the Operating Rese~,'es of a Control Area outside the PJM Region. The tbregoing offers: 

i) Shall specify the Generation Capacity Resource or Demand Resource and 
energy for each hour in the offer pericxt; 

ii) Shall specify the amounts and prices for the entire Operating I)ay for each 
resource component ot'tizred by the Market Seller to the ()ffice of the 
lnterconnection: 

iii) If based on encrg) ti'om a specific generating unit, may specit~, start-up and no- 
load t}es equal to the specification of such fees for such unit on file with the 
Office of the Interconnection. if based on reductions in demand ti'om a Demand 
Resource may specify shutdown costs; 

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

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

vi) Shall constitute an olter to submit the resource increment to the Office of the 
Interconnection tbr scheduling and dispatch in accordance with the terms of the 
offer, which offer shall remain open through the Operating Day tbr 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 tbr the period extending 
through the end of the following Operating Day; and 

viii) Shall not exceed an energy or'tier price of$1.000/megawatt-hour. 

(c) A Market Seller that wishes to make a resource available to sell Regulation 
service shall submit an offer tbr Regulation that shall specif3' the MW of Regulation being 
oflbred, the Regulation Zone tbr which such regulation is oftbred, the price of the offer in dollars 
per MWh. and such other intbrmation specified by the Office of the lnterconnection as may be 
necessary to evaluate the offer and the resource's opportunily costs. The price of the offer shall 
not exceed $100 per MWh in the case of regulation offered for all Regulation Zones, except that 
offers tbr Regulation by American Electric Power Company and Virginia Electric Power 
Company and/or their respective affiliates for the Regulation Zone comprised of the ECAR 
Control Zone(s), MAIN Control Zone(s), or the VACAR Control Zone shall be cost-based 
consisting of the following components: 

i. The costs (in $/MW) of the fuel cost increase duc to the heat rate increase 
resulting from operating the unit at lower MW output incurred from the 
provision of Regulation; 
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ii. The cost increase (in $/MW) in variable operating and maintenance costs 
resulting from operating the unit at lower MW output incurred from the 
provision of Regulation: and 

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

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

(t) Each Market Seller owning or controlling the output of a Generation Capacity 
Resource shall submit a fbrecast of the availability of each such Generation Capacity Resource tbr 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 Of'rice 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 da)s or part thereof~ fbr an',' generation resource ~ith 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. 
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(h) The Office of the Interconnection shall Ix~st on the PJM Open Access 
Same-time Intbnnation System the total hourly loads scheduled in the Day-ahead Energ3 Market. as 
well as. its estimate of the combined hourly load of the Market Buyers fbr the next four days. and peak 
load tbrecasts for an additional three days. 

(i) Except tbr Economic l.oad Response Participants, all Market Participants ma,, 
submit Increment Bids and/or Decrement Bids that apply to the Day-ahead Energ,, Market only. Such 
bids must comply with the requirements set forth in the PJM Manuals and must speci~ amount, k:,cation 
and price, if any, at which the Market Participant desires to purchase or sell energy in the l)ay-ahcad 
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 I)ay-ahead Energy Market. ',,,'hen thc Office of the 
Interconnection determines that such limit is required to avoid or mitigate significant system 
perlbrmance problems related to bid/ofl~'r volume. Notice of the need to impose such limit shall be 
provided prior to 10:00 a.m. I'PT on the day that the Day-ahead Energy Market will clear. For 
purposes of this provision, a bid/offer segment is each pairing of price and megm,~,att quantity 
submitted as part of an Increment Bid or Decrement Bid. 

( j )  A Market Seller that wishes to make a generation resource or  Demand 
Resource available to sell Synchronized Reserve shall submit an offer for Synchronized Reserve that 
shall specify the mcga'~atts of Synchronized Reserve being offered, the price of the of'l~r in dollars 
per megawatt hour, and such other information specified by the Office of the Interconnection as may 
be necessa~' to evaluate the ofl~r and the energy used by the generation resource to provide the 
Synchronized Reserve and the generation resource's unit specific opportunity costs, l 'he price of the 
oftlzr shall not exceed the variable operating and maintenance costs for providing Synchronized 
Reserve plus seven dollars and f i f t y  cents. 

(k) An Economic l.oad Response Participant that wishes to participate in the 
Day-ahead Energy Market by reducing demand shall submit an offer to reduce demand to the Office 
of the Interconnection. The offer shall specif~': (i) the amount of the offered curtailment in 
minimum increments of .  I megawatts: (ii) the Day-ahead l.ocational Marginal Price above which the 
end-use customer will reduce load; and (iii) at the Economic Load Response Participant's option, 
start-up costs associated with reducing load. including direct labor and equipment costs, opportunity 
costs, and/or a minimum of number of contiguous hours for which the load reduction must be 
committed. 

(I) Market Sellers owning or controlling the output of a Demand Resource that 
was committed in an FRR Capacity Plan, self-supplied or offered and cleared in the Base Residual 
Auction or one of the Incremental Auctions, or owning or controlling the output of an ILR resource 
which was certified as specified in Attachment DD of the PJM Tariff, may submit demand reduction 
bids for the available load reduction capability of the Demand Resource or II,R resource. The 
submission of demand reduction bids for resource increments that have not cleared in the Base 
Residual Auction or in one of the Incremental Auctions, or for ILR resources that were not certified, 
or were not commitled in an FRR Capacity Plan, 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 committed in an FRR Capacity Plan, self-supplied or offered and 
cleared in a Base Residual Auction or an Incremental Auction may submit a demand reduction bid in 
the Day-ahead Energy Market as specified in the 'Economic Load Resl'xmse Program, provided 
however, that in the event of an Emergency, PJM shall require Demand Resources and II.R resources 
to reduce load notwithstanding that the Zonal I.MP at the time such Emergency is declared is bclov, 
the price identified in the demand reduction bid 
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1.10.2 Pool-scheduled Resources. 

I'cx',l-scheduled resources arc those resources for which Market I'anicipants submitted 
offers to sell energy in the Day-ahead Energy Market and offers to reduce demand in the Day-ahead 
Energy Market, which the Office of the lnterconnection scheduled in the Day-ahead Energy Market as 
well as generators committed by the Oltice of the lnterconnection sub~quent to the Day-ahead Energy 
Market. Such resources shall be committed to provide energy in the real-time dispatch unless the 
schedules for such units are revised pursuant to Sections 1.10.9 or I . II .  Pool-scheduled resources shall 
be governed by the following principles and pr~vcedurcs. 

(a) Pool-scheduled resources shall be selected by the Office of the Interconnection 
on the basis of the prices ofli:red lbr energy and demand reductions and related scr,,ices, start-up, 
no-load and cancellation fees, and the specified operating characteristics, otlizrcd by Market Sellers to 
the Office of the IntercDnnection by the offer deadline specified in Section I. I 0. I A. 

(b) A resource that is scheduled by a Market Participant to supIx)rt a bilateral sale. 
or that is sell-scheduled by a Generating Market Buyer. shall not be selected by the Office of the 
Inter'connection as a pool-scheduled resource except in an Emergency. 

(c) Market Sellers offering energy Ih',m hydrolx'~wcr or other facilities with fucl or 
environmental limitations may submit data to the Oflice of the lnterconnectkm that is sufficient to 
enable the Office of the Interconnection to determine the available operating hours of such thcilities. 

(d) The Market Seller of a resource ~lected as a pt~l-scheduled resource shall 
receive payments or credits Ior energy, demand reductions or related services, or for start-up and no-load 
fees. from the Office of the lnterconnection on behalf of the Market Buyers in accordance with Section 3 
ofthis  Schedule 1. Alternatively. the Market Seller shall receive, in lieu Dfstart-up and no-load fees. its 
actual costs incurred, if any. up to a cap of the resource's start-up cost. ifthe Office of the 
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lnterconnection cancels its selection of the resource as a Ixx~l-scheduled resource and so notilies the 
Market Seller befbre the resource is s)nchronized. 

(e) Market Participants shall make available their pool-scheduled resources to the 
Office of the Interconnection for coordinated operation to supply the Operating Reserves needs of the 
applicable Control Zone. 

1.10.3 Self-mheduled Resources. 

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

(a) Each Generating Market Buyer shall use all reasonable eflbrts, consistent with 
Good Utility Practice. not to self-schedule resources in excess of its I~luivalent I.oad. 

(b) The otti:red prices of resources that are self-scheduled, or otherwise not 
[bllov,'ing the dispatch orders of the Office of the Interconnection, shall not be considered by the Office 
of the Interconnection in determining l,ocational Marginal Prices. 

(c) Market Participants shall make available their self-scheduled resources to the 
()ffice of the Interconnection tbr coordinated operation to supply the Operating Reserves needs of the 
applicable Control Zone, by submitting an oflizr as to such re~urces. 

(d) A Market Participant self-scheduling a resource in the Day-ahead Energ 3 
Market that does nc, t 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~' Resources. 

(a) A Generation Capacity Resource that is selected as a pool-scheduled resource 
shall be made available for scheduling and dispatch at the direction of the Office of the Interconnection. 
Such a Generation Capacity Resource that does not deli'.er 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 Energ 5 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 tbr dispatch during the Operating Day in accordance with the procedures specified in 
this Schedule. Such a Generation Capacity Resource that has not been scheduled in the Day-ahead 
Energy Market and that has been sold on a bilateral basis must be made available upon request to the 
Office of the lnterconnection tbr scheduling and dispatch during the Operating Day if the Office of the 
Interconnection declares a Maximum Generation Emergency. Any such resource so scheduled and 
dispatched shall receive the applicable Real-time Price for energy delivered. 
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(c) A (iencration Capacity Resource that has been se l f  scheduled shall not receive 
payments or credits Ibr 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 pt~l-scheduled resource shall be made available for scheduling and dispatch at 
the direction of the Office ofthe Interconnection. and except as specified below shall be compensated on 
the same basis as other pool-.~beduled resources. External Resources that arc not capable of dynamic 
dispatch shall, if selected by the Office of the lnterconnection on the basis of the Market Seller's Offer 
Data, be block loaded on an hourly scheduled basis. Market Sellers shall otter External Resources to the 
PJM Interchange Energy Market on either a resource-specific or an aggregated resource basis. A 
Market Participant '.,,hose pool-scheduled resource does not deliver the energy scheduled in the I)ay- 
ahead Fnergy Market shall replace such energy not delivered as scheduled in the Day-ahead Energy 
Market v.ith energy from the PJM Real-time l-ncrg', Market and shall pay tbr such energy at the 
applicable Real-time Price. 

(b) Oflbrs for External Resources from an aggregation of two or more generating 
units shall so indicate, and shall specify, in accordance ',~ith the Offer Data requirements specified by the 
Office of the Interconnection: (i) encrg) prices; (ii) hours of energy availability" (iii) a minimum 
dispatch leveh (iv) a maximum dispatch level: and (v) unless such infc, rmation has previously been 
made available to the Office of the Interconnection, sufficient information, as specitied in the PJM 
Manuals. to enable the Office of the lnterconnection 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 withdra,,,.al of'all higher priced offers fc, r the same period. 

(c) Oft;ers fbr External Resources on a resource-specific basis shall specie' the 
resource being ofl~red, along v, ith the information specitled in the ()tier Data as applicable. 

1.10.6 External Market Buyers. 

(a) Deliveries to an External Market Buyer not subject to dynamic dispatch by the 
Office of the Interconnection shall bc delivered on a bkx:k loaded basis to the load bus or buses at the 
electrical Ix~undaries of the PJM Region. or in such area with respect to an External Market Buyer's load 
within such area not served by Network Service, at which the energy is delivered to or tbr the l-xtemal 
Market Buyer. External Market Buyers shall be charged or credited at either the Day-ahead Prices or 
Real-time Prices. whichever is applicable, for energy at the foregoing load bus or buses. 

(b) An External Market Buyer's hourly schedules for energy purchased from the 
PJM Interchange Energy Market shall conform to the ramping and other applicable requirements of the 
intereonnection agreement between the PJM Region and the Control Area to which, whether as an 
intermediate or final point of delivery, the purchased energy will initially be delivered. 
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output of pool-scheduled resource increments as nccessat3': (a) to maintain rcliabilit), and subject to that 
constraint, to minimize the cost of supplying the energy, reserves, and other services required b~, the 
Market Buyers and the operation of the PJM Region: (b) to balance load and generation, maintain 
scheduled tic flows, and provide ti'equency support within the PJM Region; and (c)to minimize 
unscheduled interchange not frequency related betv~ecn the PJM Region and other Control Areas. 

1.11.2 Operating Basis. 

In carrying out the foregoing ol~jectives, the Office of the lntcrconnectiDn shall conduct 
the operation of the PJM Region in accordance with the PJM Manuals. and shall: (i) utilize available 
generating reserves and obtain required replacements: and (ii) monitor the availability of adequate 
reserves. 

1.11.3 I'ool-dispatehed Resou rees. 

(a) The Office of the Interconnection shall implement the dispatch of energy from 
pool-scheduled resources with limited energy by direct request. In implementing mandatoD' or 
economic use of limited energy resources, the Office of the Interconnection shall use its best ettbrts to 
select the most economic hours of operation tbr limited energy resources, in order to make optimal use 
of such resources consistent v, ith the dynamic load-following requirements of the PJM Region and the 
availability of other resources to the Office of the lnterconnection. 

(b) The Office of the Intereonnection shall implement the dispatch of energy from 
other pool-dispatched resource increments, including generation increments from Capacity Resources 
the remaining increments of which are self  scheduled, b v sending appropriate signals and instructions to 
the entity controlling such resources, in accordance with the 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 
lnterconnection. 

I.II.3A Maximum Generation EmergenD'. 

If the Office of the Interconnection declares a Maximum Generation Emergent). all 
deliveries to load that is served by Point-to-Point Transmission Service outside the PJM Region ti'om 
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 li'om its own generation 
resources and/or Demand Resources capable of performing Regulation service, b~ 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 lnterconnection shall obtain Regulation service from the 
least-cost alternatives available from either pool-scheduled or self-scheduled generation regmrces and/or 
Demand Re~urces as needed to meet Regulation Zone requirements not otherwise satisfied by the 
Market Buyers. Generation resources or Demand Resources offering to sell Regulation shall be 
selected to provide Regulation on the 
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4. RATE TABLE 

4.1 Offered Price Rates. 

Spot Market Energy, Regulation. Operating Reserve. and Transmission Congestion are based on 
ofters to the Office of the lnterconnection specified in this Agreement. 

4.2 Transmission la~sses. 

Average loss factors shall be as spccil]ed in the PJM Taritt: 

4.3 Emergency Energy Purchases. 

The pricing for Emergency energy purchases will Iv,: determined b) the Office of the 
lnterconnection and: (a) an adjacent Control Area. in accordance with an agreement between the Office 
of the lnterconnection and such adjacent Control Area. or (b) a Member. in accordance with 
arrangements made by the Office of lntereonnection to purchase energy offered by such Member from 

resources thal are not Capacity Resources. 

5. CALCIILATION OF TRANSMISSION CONGESTION CHARGES AND CRFDITS 

5.1 Transmission Congestion Charge Calculation. 

5.1.1 Calculation by ()ffice of the lnterconnection. 

When the transmission system is operating under constrained conditions, or  as necessar} 
to provide third-party transmission provider losses in accordance with Section 9.3. the Office of the 
lnterconnection shall calculate Transmission Congestion Charges for each Net~'ork Service User, the 
PJM Interchange [-nergy Market. and each l'ransmission Customer. 

5.1.2 General. 

]'he basis tbr the Transmission Congestion Charges shall be the differences in the 
l,ocational 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 t '~r  Calculation. 

Eacb Network Ser,,qce User shall be charged fDr the increased cost of energy incurred by 
it during each constrained hour to deliver the output o(" 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 tbr 
deliveries from each such source shall be the Network Service User's hourly net bill less its houri', net 
PJM Interchange payments or sales as determined in accordance with Section 3.2.1 or Sections 3.3 and 

3.3.1 of this Schedule. 
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7.4.3 Target Allocation of Auction Revenue Right Credits. 

A target allocation of Auction Revenue Right Credits for each entity holding an 
Auction Revenue Right shall be determined for each Auction Revenue Right. After each round of 
the annual Financial Transmission Right Auction. each Auction Revenue Right shall be divided b~ 
four and multiplied by the price differences tbr the receipt and delivery points associated with the 
Auction Revenue P, ight, calculated as the I.ocational Marginal Price at the delivery points(s) minus 
the l.ocational Marginal Price at the receipt point(s), where the price for the receipt and deliveD 
point is determined by the clearing prices of each round of" the annual Financial Transmission Right 
auction. The dail> total target allocation tor an emit> holding the Auction Revenue Rights shall be 
the sum of the daily target allocations associated with all ufthe entity's Auction Revenue Rights. 

7.4.4 Calculation of Auction Revenue Right Credits. 
(a) Each day. the total of all the daily target allocations determined as specified 

above in Section 7.4.3 plus any additional Auction Revenue Rights target allocations applicable for 
that day shall be compared to the total re,,enues of all applicable monthly Financial Transmission 
Rights auctiun(s) (divided by the number of days in the month) plus the total revenues of the annual 
Financial Transmission Rights auction (divided b', the number of days in the Planning Period). If the 

4 

total of the target allocations is less than the total auction revenues, the Auction Revenue Right 
Credit for each entity holding an Auction Revenue Right shall be equal to its target allocation. All 
remaining funds shall be distributed as Excess Congestion Charges pursuant to Section 5.2.5. 

(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 ",alue. Auction Re',enue 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. 
t h e  Office of the Interconnection shall make the simultaneous feasibility determinations 

specified herein using appropriate powerflov, 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 availabiliD of 
transmission capability during the period covered by the auction that are not inconsistent v, itb the 
determination of the deliverability of  Generation Capacity Resources under the ReliabfliD Assurance 
Agreement. The goal of the simultaneous feasibility determination shall be to ensure that there are 
sufficient revenues from Transmission Congestion Charges to satisfy all Financial Transmission 
Rights obligations tbr 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. 
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REGISTRATION 

Participants must  complete the PJM Emergency Load Response Program 
Registration Form ("Emergency Registration Form") that  is posted on the PJM 
web site (www.pjm.com). The following general steps will be followed: 
I. The participant completes the Emergenc3 Registration Form located on the PJM web site. 

PJM reviews the application and ensures that the qualifications are met, including 
verifying that the appropriate metering exists. PJM also confirms with the appropriate 
LSE and EDC whether the load reduction is under other contractual obligations. 
Other such obligations may not preclude participation in the program, but may 
require special consideration b3 PJM such that appropriate settlements are made 
within the confines of such existing contracts. The EDC and I,SE have ten (10) 
business days to respond or PJM assumes acceptance. 

2. PJM intbrms 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 ma) be imposed b) 

such permits. 

EMERGENCY OPERATIONS 

PJM will initiate the request for load reduction tbllowing the declaration of Maximum 
Emergency Generation and prior to the implementation of ILR Steps I and 2. 
(Implementation of the Emergency I,oad Response Program can be used tbr 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 l,oad Response majordomo. A separate All-Call message is also issued. 

Following PJM's request to reduce load, (i) participants in the Energy Only Option voluntarily may 
reduce load; and (ii) participants in the Full Program Option are required to reduce load unless they 
already have reduced load pursuant to the Economic l,oad Response Program. PJM will dispatch the 
resources of all Emergency Load Response Program participants (not already dispatched under the 
Economic Load Response Program) based on the Minimum Dispatch Prices specified in the 
participants' Emergency Registration Forms. 
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Full Program Option participants that, prior to June 1, 2002, entered into contracts with I,SEs 
or CSPs that enable participation in the Full Program Option, may participate in the 
Emergency I,oad Response program during Interruptible Load for Reliability ([LR) events as 
long as the customer's ll,R contract explicitl) excludes payment or credit tbr energ) not 
consumed during II,R events. If the LSE that submitted the Full Program Option participant 
for II,R credit indicates that such participant is not eligible tbr simultaneous credit under the 
Emergency l,oad Reslxmse program and II,R is called tbr concurrent with the Emergency 
Load Response program, then payments ~ill be made to the participant according to the 
Emergency l,oad Response program onl'. for the time during which II,R obligations were not 
in effect. An), response in excess of the contracted II,R amount v, ill be 
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SCHEDULE 5 

PJM DISPUTE RESOI,UTION PROCEDURES 

I. DEFINITIONS 

1.1 Alternate Dispute Resolution Committee. 

"'Alternate Dispute Resolution Committee" shall mean the Commitlee established pursuant to 
Section 5 of this Schedule. 

1.2 MAAC Dispute Resolution Committee. 

• "MAAC Dispute Resolution Committee" shall mean the committee established by the Mid- 
Atlantic Area Council to administer its industry-specific mechanism for resolving certain types of 
wholesale electricity disputes. 

i.3 Related PJM Agreements. 

"Related PJM Agreements" shall mean this Agreement. the Consolidated Transmission Owners 
Agreement and the Reliabilit~ Assurance Agreement. 

2. PURPOSES AND OBJECTIVES 

2.1 Common and Uniform Procedures. 

The PJM Dispute Resolution Procedures are intended to establish common and uniform 
procedures for resolving disputes arising under the Related PJM Agreements. To the extent any of the 
foregoing agreements or the PJM Tariff contain dispute resolution provisions expressly applicable to 
disputes arising thereunder, however, this Agreement shall not supplant such provisions, which shall 
apply according to their terms. 

2.2 Interpretation. 

To the extent permitted by applicable law, the PJM Dispute Resolution Procedures are to be 
interpreted to ett~ctuate the objectives set forth in Section 2.1. To the extent permitted by the~ PJM 
l)isputc Resolution Prc~cedures, the Alternate Dispute Resolution Committee shall ccx~rdinate with the 
established dispute resolution committee of an Applicable Regional Reliability Council. "*here 
appropriate, in order to conserve administrative resources and to avoid duplication of dispute resolution 
staffing. 
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DELEGATION OF PJM REGION RELIABILITY RESPONSIBILITIES 

I. DELEGATION 

The tbllowing responsibilities shall be delegated to the Office of the Interconnection h) the 
parties to the Reliability Assurance Agreement. 

2. NEW PARTIES 

With regard to the addition, withdrav, al or removal of a part)' to the Reliability Assurance 
Agreement, the Office of the lnterconnection shall: 

(a) Receive and evaluate the information submitted by entities that plan to serve loads 
within the P.IM Region, including entities whose participation in the Agreement will expand the 
tx~undaries of the PJM Region, such evaluation to bc conducted in accordance with the requirements of 
the Reliability Assurance Agreement; and 

(b) Evaluate the efl~:cts of the withdrawal or removal of" a party ti'om the Reliability 
Assurance Agreement. 

3. IMPLEMENTATION OF RELIABILITY ASSURANCE AGREEMENT 

With regard to the implementation of the provisions of the Reliability Assurance Agreement, the 
Office of the lnterconnection shall: 

(a) Receive all required data and forecasts from the parties to the Reliability Assurance 
Agreement and other ox,,ners or providers of Capacity Resources; 

(b) Perform all calculations and analyses necessary to determine the Forecast I'cx~l 
Requirement and the capacity obligations imposed under the Reliability Assurance Agreement, 
including perkxlic reviews of the capacity benefit margin for consistency with the Reliability Principles 
and Standards, as the foregoing terms are defined in the Reliability Assurance Agreement; 

(c) Monitor the compliance of each party to the Reliabilit) Assurance Agreement with its 
obligations under the Reliability Assurance Agreement: 

(d) Keep cost records, and bill and collect any costs or charges due from the parties to thc 
Reliability Assurance Agreement and distribute those charges in accordance with the terms of the 
Reliability Assurance Agreement; 

(e) Assist with the development of rules and procedures for determining and demonstrating 
the capability of Capacity Resources; 

(f) Establish the capability and deliverability of Capacity Resources consistent with the 
requirements of the Reliability Assurance Agreement; 

(g) Collect and maintain generator availability data; 
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(h) Pcrlbrm an)' other forecasts, studies or analyses required to administer the Reliability 

Assurance Agreement: 
(i) Coordinate maintenance schedules tbr generation resources operated as part of the 

PJMRegion: 
(j) Determine and declare that an Emergency exists or has ceased to exist in all or an)' part 

of the PJM Region or announce that an Emergency cxists or ceases to exist in a Control Area 

interconnected with the PJM Region; 

(k) Enter into agreements for (i) the transfer of energy in l-mergencies in the PJM Region or 
in a Control Area interconnected with the PJM Region and (ii) mutual support in such Emergencies with 
other Control Areas interconnected with the PJM Regkm; and 

(I) Coordinate the curtailment or shedding of load. or other measures appropriate to 
alleviate an 12mcrgency, to preserve reliability in accordance with FERC. N[-RC or Applicable Regional 
Reliability Council principles, guidelines, standards and requirements and the PJM Manuals. and to 
ensure the operatkm of the PJM Region in aecordancc ~ith Go~xt Utility Practice. 
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1.4A Authorized Commission. 

"'Authorized Commission" shall mean (i) a State public utility commission within the 
geographic limits of" the PJM Region that regulates the distribution or supply of electricity to retail 
customers and is legally charged with monitoring the operation of wholesale or retail markets serving 
retail suppliers or customers within its State or (ii) an association or organization comprised 
exclusively of  State public utility commissions described in the immediately preceding clause (i). 

1.4B Authorized Person. 

"Authorized Person" shall mean a person who has executed a Non-Disclosure Agreement. 
and is authorized in writing by an Authorized Commission to receive and discuss confidential 
information. Authorized Persons may include attorneys representing an Authorized Commission, 
consultants and/or contractors directly employed by an Authorized Commission, provided however 
that consultants or contractors may not initiate requests tbr confidential information ti'om the Office 
of the lnterconnection or the PJM Market Monitor. 

1.5 Board Member. 

"Board Member" shall mean a member of the PJM Board. 

1.5A Applicable Regional ReliabiliD' Council. 

"'Applicable Regional Reliability Council" shall mean the reliability council Ibr the region in 
which a Member operates. 

1.5B Behind The Meter Generation. 

"Behind The Meter Generation" retbrs to a generating unit that delivers energy to load without 
using the Transmission System or any distribution facilities (unless the entity that owns or leases the 
distribution facilities has consented to such use of the distribution facilities and such consent has been 
demonstrated to the satisfaction of the Office of the Interconnection); 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 any hour. any portion of the output of 
such 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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1.6 Capaci~' Resource. 

"Capacity Resource" ~ . . . . .  t. . . . . . . . . .  :,., e-.. . . . . . . .  , , . .~  . . . . . . . .  ... . . . , . - . . , ~  ,v," . . . . . . . . . .  : - ' "  

the meaning provided in the Reliability Assurance Agreement, or F u ~ . : ~ . . - . :  : c ,  ,t.~.,. r , , ~ - - - ' ~ ' ~  . . . . . .  ~ ,  ,-,-."'"" ,,.:- 

1.6A Consolidated Transmission Owners Agreement. 

"Consolidated Transmission Owners Agreement" dated as of December 15, 2005. by and among 
the Transmission Owners and by and between the Transmi~,;ion Owners and PJM Intercormection, 
L.L.C. 

1.7 Control Area. 

"Control Area" shall mean an electric power system or combination of electric power systems 
bounded by interconnection metering and telemetry to which a common automatic generation control 
scheme is applied in order to: 

(a) match the power output of the generators within the electric power system(s) and energy 
purchased from entities outside the electric power system(s), with the load within the electric ix)wer 
system(s); 

(b) maintain scheduled interchange with other Control Areas, within the limits of Good 
Utility l'ractice; 

(c) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice and the criteria of NERC and the applicable regional reliability 
council of NERC" 

(d) maintain power flows on transmission facilities within appropriate limits to pre~rve 
reliability; and 

(e) provide sufficient generating capacity to maintain operating reserves in accordance with 
Good Utility Practice. 

1.7.01 Control Zone. 

"Control Zone" shall mean any of the ECAR Control Zone(s), MAAC Control Zone, or MAIN 
Control Zone(s), or the VACAR Control Zone. 

!.7.02 Default Allocation Assessment. 

"Default Allocation Assessment" shall mean the assessment determined pursuant to ,section 
15.2.2 of  this Agreement. 

1.7.03 Demand Resource. 

"Demand Resource" shall have the meaning provided in the Reliability Assurance Agreement. 

1.7A [Reservedl. 

1.7B IReservedl. 

1.7C ECAR. 

"ECAR'" shall mean the reliability council under section 202 of the Federal Power Act. 
established pursuant to the ECAR Coordination Agreement dated June 1, 1968, or any successor thereto 
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1.9 Effective Date. 
"Effective Date" shall mean August h ltD7, or such later date that FERC permits this 

Agreement to go into effect. 

1.10 Emergency. 
"'Emergency" shall mean: (i) an abnormal system condition requiring manual or automatic 

action to maintain system frequency, or to prevent loss of firm load, equipment damage, or tripping of 
system elements that could adversely affect the reliability of an electric system or the safety of persons 
or property: or (ii) a fuel shortage requiring departure from normal operating procedures in order m 
minimize the use of such scarce fuel: or (iii) a condition that requires implementation of emergency 

procedures as defined in the PJM Manuals. 

I.I I End-Use Customer. 
"End-Use Customer" shall mean a Member that is a retail end-user of electricity within the PJM 

Region. 

1.12 FERC. 
"'FERC'" shall mean the Federal Energy Regulatory Commission or any successor federal 

agency, commission or department exercising jurisdiction over this Agreement. 

1.13 Finance Committee. 
"'Finance Committee" shall mean the body formed pursuant to Section 7.5.1 of this Agreement. 

1.14 Generation Owner. 

"Generation Owner" shall mean a Member that owns or leases with rights equivalent to 
ownership facilities fur the generation of electric energy that are located within the PJM Region. 
Purchasing all or a portion of the output of a generation facility shall not be sufficient to qualify a 

Member as a Generation Owner. 

1.14A Generation Capacity Resource. 

"'Generation Capacity Resource" shall have the meamng provided in the Reliability Assurance 

_A~-eement. 

1.15 Good Utility Practice. 

"'Good Utility Practice" shall mean any of the practices, methods and acts engaged in or 
approved by a significant portion of the electric utility industry during the relevant time period, or any of 
the practices, methods and acts which, in the exercise of reasonable judgment in light of the facts known 
at the time the decision was made, could have been expected to accomplish the desired result at a 
reasonable cost consistent with good business practices, reliability, safety and expedition. Good Utility 
Practice is not intended to be limited to the optimum practice, method, or act to the exclusion of all 
others, but rather is intended to include acceptable practices, methods, or acts generally accepted in the 

region. 

1.16 Information Request. 
"Information Request" shall mean a written request, in accordance with the terms of this 

Agreement for disclosure of confidential information pursuant to Section 18.17.4 of this Agreement. 
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I.IbA lnterruptible Load for Reliability. 

"lnterruptiblc Load lbr Reliability" or "'ILR'" shall have the meaning4 specified in the 
Reliability_ Assurance Agreement. 

!.17 I,LC, 

"I.LC'" shall mean PJM Interconnection, L.LC.. a Delaware limited liability company. 
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1.18 Load Serving Entity. 

"Load Serving Entity" shall mean an entity, including a load aggregator or power marketer, ( 1 ) 
serving end-users within the PJM Region, and (2) that has been granted thc authority or has an 
obligation pursuant to slate or local law, regulation or franchise to sell electric energy to end-users 
located within the PJM Region, or the duly designated agent of such an entity. 

1.19 Locational Marginal Price. 

"'Locational Marginal Price" shall mean the hourly integrated market clearing marginal price tbr 
energy at the location the energy is delivered or received, calculated as specified in Section 2 of 
Schedule 1 of this Agreement. 

1.20 MAAC. 

"'MAAC" shall mean the Mid-Atlantic Area Council, a reliability council under § 202 of the 
Federal Power Act established pursuam to the MAAC Agreement dated Au6mst 1, 1994 or any 
s u c c e ~ r  thereto. 

1.20A MAAC Control Zone. 

"MAAC Control Zone" shall mean the agga-egate of the Transmission Facilities of Atlantic City 
Electric Company, Baltimore Gas and Electric Company, Delmarva Power and Light Company, Jersey 
Central Power and Light Company, Metropolitan Edi~n Company, PECO Energy Company, 
Pennsylvania Electric Company, PPL Electric Utilities Corporation, Potomac Electric Power Company, 
Public Service Electric and Gas Company, and Rockland Electric Company. 

1.20B MAIN. 

"MAIN" shall mean the Mid-America Interconnected Network, a reliability council under § 202 
of the Federal Power Act established pursuant to the Amended and Restated Bylaws of MAIN, dated 
January 8, 1998, or any succes~)r thereo£ 

1.20C MAIN Control/'.one. 
"'MAIN Control/.one" shall mean any one of the one or more Control Zones comprised of the 

Transmission Facilities of one or more of the Transmission Owners for which MAIN is the Applicable 
Regional Reliability Council, as designated in the PJM Manuals. 

1.21 Market Buyer. 

"Market Buyer" shall mean a Member that has met reasonable creditworthine~ standards 
established by the Office of the Interconnection and that is otherwise able to make purchases in the PJM 

I Interchange Energy M a r k e t ~ , ~  ' ~ i t .  
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1.22 Market Participant. 

"Market Participant" shall mean a Market Buyer, a Market Seller, an Economic I,oad Response 
Participant, or all three. 

1.23 Market Seller. 

"'Market Seller" shall mean a Member that has met reasonable creditworthiness standards 
established by the Office of the IntercDnnectiDn and that is otherwise able to make sales in the PJM 

I Interchange Energy Market D,,A C" . . . . .  :.,, t ' , ~ : .  ~A..~,~ 

1.24 Member. 

"'Member" shall mean an entity that ~tisfies the recluirements nf Section 11.6 of this Agreement 
and that (i) is a member of the LLC immediately prior to the Effective Date, or (ii) has executed an 
Additional Member Agreement in the form set lbrth in Schedule 4 hereo£ 

1.25 Members Commi.ee .  

"Members Committee" shall mean the committee specitied in Section 8 of this Agreement 
composed of representatives of all the Members. 

1.26 NERC. 

"NERC" shall mean the North American Electric Reliability Council, or any successor thereto. 
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1.35 PJM Manuals. 
"PJM Manuals" shall mean the instructions, rules, procedures and guidelines established by the 

Office of the Interconnection for the operation, planning, and accounting requirements of the PJM 
Region and the PJM Interchange Energy Market. 

1.35.01 PJM Market Monitor. 

"'PJM Market Monitor" shall mean the Market Monitoring Unit established under 

Attachment M to the PJM Tariff" 

1.35A PJM Region. 
"PJM Region'" shall mean the aggregate of the MAAC Control Zone, the PJM West Region. and 

VACAR Control Zone. 

i.35B PJM South Region. 

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

1.36 PJM Tariff. 
"PJM Tariff" shall mean the PJM ()pen Access Transmission Tariff providing transmission 

service within the PJM Region, including any ~bedules, appendices, or exhibits attached thereto, as in 

effect from time to time. 

1.36A IReserved.I 

1.36B PJM West Region. 

"PJM West Region" shall mean the aggregate of the ECAR Control Zone(s) and MAIN Control 

Zone(s). 

1.37 Planning Period. 

"Planning Period" shall initially mean the 12 months beginning June 1 and extending through 
May 31 of the following year, or such other period c~tablished under the procedures o f , - ~ ,  
the Reliability Assurance Agreement or ~c  D~,:.t.:,:.,, A . . . . . . . . .  , .~ . . . . . . . . . . . . . . .  or . . . . . . . . . . . . . . .  j 

1.38 President. 

"'President" shall have the meaning specified in Section 9.2. 

1.38A Regulation Zone. 

Regulatmn Zone shal mean any of those one or more geographic areas, each consisting of a 
combination of one or more Control Zone(s) as desiguated by the Office of the Interconnection in the 
PJM Manuals, relevant to provision of, and requirements for, regulation service. 

1.39 Related Parties. 
"Related Parties" shall mean, solely for purposes of the governance provisions of  this 

Agreement: (i) any generation and transmission cooperative and one of its distribution cooperative 
members; and (ii) any joint municipal agency and one of its members. For purposes of  this Agreement, 
representatives of state or federal government agencies shall not be deemed Related Parties with respect 
to each other, and a public b<xty's regulatory authority, if any, over a Member shall not be deemed to 

make it a Related Party with respect to that Member. 
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1.40 Reliability. Assurance Agreement. 

"Reliability Assurance Agreement" shall mean that certain Rcliabilib Assurance Agrcemem 
A[t3ol~ I.gad-~cr~,ing Entities in t__h_e PJ_M .R_egio_n, ~_n file ~\jth [!_ER(_" a._s PJM !terconnc_ction. L..I_..C, 
Rate Schedule FER('. N~-~. 42 Icorreet number  refereneel---agreement~ dated June 2. 19'47 and as 
amended #rom t i ~  to time. establishing obligations, standards and procedures tbr maintaining the 

reliable operation of the M,a.A~PJ~N_4 ¢,:~:~ntr~l Rcgipn 44em~. 

1.40A LRe~rvedI.R ..... . . . . .  . . . . . . . . . . . . . . .  ~, . . . . . . . . .  

¢. . . . .  ; . . . . . . .  : . . . . . . . . .  ~.l:~t.; . . . . . .  ~ . , ; , , ^ , :  ............. '^-.~. ~ p d :J . . . . . .  e, . . . . . . . . . . . . . . . . . . .  r t ; cc  u rc : ;  ~.r 

~ ; . t . ; ~ : . . . .  t k . . . ~ l ; , * l . - I  . . . . . . .  l ' t k ~  0 1  ~,4 %11.-, ' t  D . , . ; . . ~  

A . . . . u F  . . . . . . .  c ,  . . . . . . . . . . . . .  t =  . . . . . . . . . . .  " ' ~  ................................ e ,  . . . . . .  ' . . . . . . . . .  

t o - t i m c  . . . . . . . . . . . . . . . . .  ~ .  t.. : ~ , . . ;  . . . . .  e -  . . . . . .  t . t ; . . , . , : e .  . . . . . . . . . . . . . . . .  . . . . . . .  . , , , . . I . . . A , .  a ; ' ; ~  ~ 7 ; ; . ' e a . . : . I ; C . , ~ F  r o l l  . . . . . . .  ~ . . . . . . . . . . . . . . . . . . . . . . . . .  

1.40C SERC. 

"'SERC'" or "'Southeastern Electric Reliability Council" shall mean the rcliabilit~ council under 
section 202 of the Federal Power Act established pursuant to the SERC Agreement dated Janua~' 14. 

1970. or any successor thereto. 
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1.47A VACAR. 

"'VACAR" shall mean the group of t ire companies, consisting of Duke Energy, Carolina Pov, er 
and Light, South Carolina Public Service Authority. South Carolina Electric and Gas. and Virginia 
Electric and Power Company. 

1.47B VACAR Control Zone. 

"'VACAR Control Zone" shall mean the Transmission Facilities of Virginia Electric and Power 

Company. 

1.48 Voting Member. 

"'Voting Member" shall mean (i) a Member as to which no other Member is an Affiliate or 
Related Party. or (ii) a Member together with any other Members as to which it is an Affiliate or Related 
Party. 

1.49 Weighted Interest. 

"'Weighted Interest" shall be equal to (0.1(I/."4) + 0.5(B/C) + 0.2(D/I-) + 0.2(F/G)). where: 

N = the total number of Members excluding ex officio Members and 
State Consumer Advocates (which, for purposes of Section 15.2 of this 
agreement, shall be calculated as of five o'clock p.m. Eastern Time on the date 
PJM declares a Member in default) 

B = the Member's internal peak demand for the previous calendar 
year (which. for Load Serving Entities under the Reliability Assurance 
Agreement, shall be that used to calculate Accounted t:or Obligation as 
determined by the Office of the Interconnection pursuant to Schedule 7 of the 
Reliability Assurance Agreement averaged over the previous calendar )'ear) 

C ~ the sum of factor B for all Members 

D = the Member's generating capability, from (ict)eration Capacit~ 
Resources located in the PJM Region as of January I of the current calendar 
year. determined by the Office &the  lnterconnection pursuant to Schedule 9 of 
the Reliability Assurance Agreement. Sct'ee,.h+~e q of tl~e West R~liabilit~ 

+ ~ + ~  L + I B + W + I +  i %11 + i i +  s ~ + I I ~ I I I I + ~  t t + l + l ~ l ~ ; l + b  g I ~ I + + I I I + I I %  

E = the sum of factor D for all Members 

F = the sum of the Member's circuit miles of transmission facilities 
multiplied by the respective operating voltage for facilities I00 kV and above as 
of January I of the current calendar year 

G = the sum of factor F for all Members 
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(d) The Markets and Reliability Committee shall provide advice and 
recommendations concerning studies and analyses relating to the overall efficacy of the PJM 
Interchange Energy Market and in carrying out actions as may be initiated as a result thereof. 

(e) The Markets and Reliability Committee shall provide advice and 
recommendations concerning revisions to the Operating Agreement, the Reliability Assurance 
Agreement 4he l ) ~ l : ~ k : l : • . ,  A . . . . . . . . . .  A . . . . . . . .  • 1 1 / ~ , - •  • k a  D a l l n k i l l ~ . ,  A . . . . . . . . .  A . . . . . . . .  t ¢ , 2 . . , , t 1 ~  

and the PJM Tariff" that pertain to its areas of responsibility. 

(f) The Markets and Reliability Committee shall make annual and timely 
recommendations concerning the generating capacity reserve requirement and related demand-side 
valuation factors for consideration by the Members Committee, in order to assist the Members 
Committee in making recommendations to the PJM Board of Managers. 

(g) The Markets and Reliability Committee shall provide direction to the Market 
Implementation Committee, which committee shall report to the Markets and Reliability Committee. 
The Market Implementation Committee shall provide advice and recommendations to the Markets 
and Reliability Committee directed to the advancement and promotion of competitive whole~le 
electricity markets in the PJM Region, and perlbrm such other functions as the Markets and 
Reliabilit) Committee may direct from time to time. 

(h) The Markets and Reliability Committee shall provide direction to the 
Operating Committee and Planning Committee, which committees shall report to the Markets and 
Reliability Committee. The Operating Committee shall advise the Markets and Reliability 
Committee and PJM on matters pertaining to the reliable and secure operation of the I'JM Region 
and the PJM Interchange Energy Market, as appropriate, and other matters as the Markets and 
Reliability Committee may request. The Planning Committee shall advise the Markets and Reliability 
Committee and PJM on mailers pertaining to system reliability, security, economy of service, and 
planning strategies and policies and other matters as the Markets and Reliability Committee may 
request. The Markets and Reliability Committee shall review technical recommendations and 
changes initiated b,', the Operating Committee and Planning Committees and provide comments as 
needed. 

(i) The Markets and Reliability Committee shall pertbrm such other functions, 
directly or through delegation to a Standing Committee, subcommittee, working group or task force 
reporting to the Markets and Reliability Committee, as the Members Committee may direct. 

(,j) The Markets and Reliability Committee shall create subcommittees, working 
groups or task forces when needed to assist in carrying out the duties and responsibilities of the 
Markets and Reliability Committee. 

8.6.2 [Reserved.I 
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iii) Prepare. maintain, update and disseminate the PJM Manuals; 

iv) Comply with NERC, and Applicable Regional ReliabiliW 
Council operation and planning standards, principles and guidelines: 

v) Maintain an appropriately trained worktbrce, and such 
equipment and facilities, including computer hardware and software and backup 
power supplies, as necessary or appropriate to implement or administer this 
Agreement; 

vi) Direct the operation and coordinate the maintenance of the 
thcilities of the PJM Region used for both load and reactive supply, so as to 
maintain reliability of service and obtain the benefits of pooling and interchange 
consistent with this Agreement, and the Reliability Assurance Agreement. the 
Reliability Assura4eee Agreement-~esl, " ' " • - ~  

vii) Direct the operation and coordinate the maintenance of the bulk 
power supply facilities of the PJM Region with such facilities and systems of 
others not parb' to this Agreement in accordance with agreements between the 
I.LC and such other systems to secure reliability and continuit) of ser¢ice and 
other advantages of p~l ing on a regional basis; 

viii) Perform interchange accounting and maintain records pertaining 
to the operation of the PJM Interchange Energy. Market and the PJM Region: 

ix) Notify the Members of the receipt of any application to become 
a Member, and of the action of the Office of the lnterconnection on such 
application, including but not limited to the completion of integration of a new 
Member's system into the PJM Regkm, as specified in Section I 1.6(f); 

x) Calculate the Weighted Interest and Default Allocation 
Assessment of each Member: 

xi) Maintain accurate records of the sectors in which each Voting 
Member is entitled to vote. and calculate the results of any w~te taken in the 
Members Committee; 

xii) Furnish appropriate information and rer~)rts as are required to 
keep the Members regularly informed of the outlook for, the functioning of. and 
results achieved by the PJM Region; 

xiii) File with FERC on behalf of the Members any amendments to 
this Agreement or the Schedules hereto, any new Schedules hereto, and make 
any other regulatory filings on behalf of the Members or the I.LC necessary' to 
implement this Agreement; 

xiv) At the direction of the PJM Board. submit comments to 
regulatory authorities on matters pertinent to the PJM Region; 
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xv) Consult with the standing or other committees established pursuant tD 
Section 8.6(a) on matters within the responsibility of the commim:e: 

xvi) Perform operating studies of the bulk power supply, facilities of the PJM Region 
and make such recommendations and initiate such actions as may be necessary 
to maintain reliable operation of the PJM Region: 

xvii) Accept, on behalf of the Members, notices served under this Agreement; 

xviii) Pertbrm those functions and undertake those responsibilities transferred to it 
under the Consolidated Transmission Owners Agreement including (A) direct 
the operation of the transmission facilities of the parties to the East Transmission 
Owners Agreement (By direct the operation of the transmission facilities of the 
Parties to the West Transmission Owners Agreement. ((') direct the operation of 
the transmission facilities of the Parties to the South Transmisskm Owner 
Agreement. (I)) administer the PJM Tariff, and (E) administer the Regional 
Transmission Expansion Planning Protocol .set forth as Schedule 6 to this 
Agreement: 

xix) Perform those functions and undertake those responsibilities transferred to it 
under the Reliability Assurance Agreement. as specified in Schedule 8 of this 

eemen e.:;e . . . . . . . . . . . . . . . . .  v-. . . . . . . . . . . . . . . .  ~ . . . . . . . . . . . .  .. . . . . . . .  

Agr ...................................... ~. .................................... 

xx) Monitor the operation of the PJM Region, ensure that appropriate Emergency' 
plans are in place and appropriate Emergency drills are conducted, declare the 
existence of an Emergency. and direct the operations of the Members as 
necessary to manage, alleviate or end an Emergency'; 

xxi) Incorporate the grid reliability' requirements applicable to nuclear generating 
units in the PJM Region planning and operating principles and practices; and 

xxii) Initiate such legal or regulator3 proceedings as directed by' the PJM Board to 
enforce the obligations of'this Agreement. 

II.  MEMBERS 

1 I.I Management Rights. 

The Members or any of them shall not take part in the management of the business of, and shall 
not transact any business for, the LLC in their capacity as Members, nor shall they have power to sign 

for or to bind the LLC. 

I 1.2 Other Activities. 

Except as otherwise expressly provided herein, any Member may engage in or possess any 
intere~ in another business or venture of any nature and description, independently or with others, even 
if such activities compete directly with the business of the LLC, and neither the LI.C nor any Member 
hereof shall have any rights in or to any such independent ventures or the income or profits derived 

therefrom. 
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I 1.3 Member Responsibilities. 

11.3.1 General. 

To facilitate and provide for the work of the Office of the lnterconnection and of the 
several committees appointed by the Members Committee, each Member shall, to the extent applicable: 

(a) Maintain adequate records and, subject to the provisions of this Agreement for 
the protection of the confidentiality of proprietary or commercially sensitive information, provide data 
required for (i) coordination of operations, (ii) accounting for all interchange tran~ctions, (iii) 
preparation of required reports. (iv) coordination of planning, including those data required fbr capacity 
accounting under the Reliability, Assurance Agreement -".rid o~,:,k:.;.., ^ . . . . . . . . .  ^ . . . . . . . . .  u~ . . . . .  A 
. . . . . . . . . . . .  . ,  . . . . . . . . . . . . . .  e, . . . . . . . . . . . . . . . .  (v) preparation of maintenance schedules, (vi) analysis of 
system disturbances, and (vii) such other purposes, including those set forth in Schedule 2, as will 
contribute to the reliable and economic operation of the PJM Region: 

(b) Provide such recording, telemetering, revenue quail b' metering, communication 
and control facilities as are required for the coordination of its operations with the Office of the 
Interconnection and those Dfthe other Members and to enable the Office of the Interconnection to 
operate the PJM Region and otherwise implement and administer this Agreement, including equipment 
required in normal and Emergency operations and for the recording and analysis of system disturbances; 

(c) Provide adequate and properly trained personnel to (i) permit participation in the 
coordinated operation of the PJM Region (ii) meet its obligation on a timely basis for supply of records 
and data. (iii) serve on committees and participate in their investigations, and (iv) share in the 
representation of the lnterconnection in inter-regional and national reliability activities. Minimum 
training for Members that operate Market Operations Centers and local control centers shall include 
compliance with the applicable training standards and requirements in P.IM Manual 01, Control Center 
Requirements. including the PJM System Operator Training Requirements in Attachment C; 

(d) Share in the costs of committee activities and investigations (including costs of 
consultants, computer time and other appropriate items), communication facilities used by all the 
Members (in addition to those provided in the Office of the Interconnection), and such other expends as 
are approved for payment by the PJM Board. such costs to be recovered as provided in Schedule 3; 

(c) Comply with the requirements of the PJM Manuals and all directives of the 
Office of the Intereonncction to take any action for the purpose of managing, alleviating or ending an 
Emergency, and authorize the Office of the lnterconnection to direct the transfer or interruption of the 
deliver)' of energy on their behalf to meet an Emergency and to implement agreements with other 
Control Areas interconnected with the PJM Region for the mutual provision of service to meet an 
Emergency, and be subject to the emergency procedure charges specified in Schedule 9 of this 
Agreement for any failure to follow the Emergency instructions of the Office of the Interconnection. In 
addressing any Emergency, the Office of the lnterconncction shall comply with the terms of any reserve 
sharing agreements in effect for any part of the PJM Region. 

11.3.2 Facilities Planning and Operation. 

Consistent with and subject to the requirements of  this Agreement, the PJM 
Tariff: the governing agreements of  the Applicable Regional Reliability Councils, the Reliability 
Assurance Agreement, . . . . . . . . . . . . . .  : . . . . . . . . . .  ~. . . . . . . . . . . . .  +, . . . . . . . . . . . . .  : . . . . . . . . .  
A~"ccmen: S,~uLk, the Consolidated Transmission Owners Agreement. and the PJM Manuals, each 
Member shall 
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c~×~perate v, ith the other Members in the coordinated planning and operation of the facilities of its 
Svstem within the PJM Region so as to obtain the greatest practicable degree of reliability, compatible 
economy and other advantages from such coordinated planning and operation. In furtherance of such 
cooperation each Member shall, as applicable: 

(a) Consult with the other Members and the Office of the Interconnection. and 
coordinate the installation of its electric generation and Transmission Facilities with those of such other 
Members so as to maintain reliable service in the PJM Region; 

(b) Coordinate with the other Members, the Office of the lnterconnection and with 
others in the planning and operation of the regional facilities to secure a high level of reliability and 

continuity of service and other advantages; 
(c) Cooperate with the other Members and the Office of the lnterconnection in the 

implementation of all policies and procedures established pursuant to this Agreement for dealing w'ith 
Emergencies, including but not limited to policies and procedures for maintaining or arranging for a 

I portion of a Member's (_ienerati_gn Capacity Resources, at least equal to the applicable levels established 
from time to time b~, the Office of the lnterconnection, to have the ability to go ti'om a shutdown 
condition to an operating condition and start delivering pow'er without assistance from the power system: 

(d) Cooperate with the members of the Applicable Regional Reliability Councils to 
augment the reliability of the bulk power supply facilities of the region and comply with Applicable 
P, egional Reliability Councils and NERC operating and planning standards, principles and guidelines 
and the PJM Manuals implementing such standards, principles and guidelines; 

(e) Obtain or arrange for transmission service as appropriate to carD' out this 

Agreement; 
(|') Cooperate with the Office of the lnterconnection's cc×)rdination of the operating 

and maintenance schedules of the Member's generating and Transmission Facilities with the facilities of 
other Members to maintain reliable service to its own customers and those of the other Members and to 
obtain economic efficiencies consistent therewith; 

(g) Cooperate with the other Members and the Office of the lntereonnection in the 
analysis, formulation and implementation of plans to prevent or eliminate conditions that impair the 

reliability of the PJM Region; and 
(h) Adopt and apply standards adopted pursuant to this Agreement and conforming 

to NERC, and Applicable Regional Reliability Council standards, principles and guidelines and the PJM 
Manuals, for system design, equipment ratings, operating practices and maintenance practices. 

I 1.3.3 Electric Distributors. 

In addition to any of the foregoing responsibilities that may be applicable, each Member 
that is an Electric Distributor, whether or not that Member votes in the Members Committee in the 
Electric Distributor sector or meets the eligibility requirements for any other sector of the Members 

Committee. shall: 
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(a) Accept, comply with or be compatible with all standards applicable v, ithin the 
PJM Region with respect to system design, equipment ratings, operating practices and maintenance 
practices as set forth in the PJM Manuals, or be subject to an interconnected Member's requirements 
relating to the foregoing, so that sufficient electrical equipment, control capability, information and 
communication are available to the Office of'the Interconncction for planning and operation of the PJM 

Region; 

(by Assure the continued compatibility of its local system energy' management 
svstem monitoring and telecommunications systems to satisf3' the technical requirements of interacting 
automatically or manually with the Office of the lnterconnection as it directs the operation of the PJM 

Region: 

(c) Maintain or an'ange for a portion of its connected load to be subject to control 
by automatic underfrequency, under-voltage, or other load-shedding devices at least equal to the levels 
established pursuant to the Reliability Assurance Agreement. D.,:.~.:m., A . . . . . . . . .  Agrcemer:', u, .... 
ar.d o~,:.t.;,:,., ^ . . . . . . . .  A . . . . . . . .  c^..,~. . . . . .  t : ~ ^ ~ . t ~  bj ............ .7 . . . . . . . . . . . . . .  ~ ,  . . . . . . . . . . . . . . . . . . . . . .  v v  . . . . . . . . .  or be su ect to another Member's control 

for these purposes; 

(d) Provide or arrange for sufficient reactive capability and voltage control thcilities 
to contbrm to Good Utility Practice and (i) to meet the reactive requirements of its system and customers 
and (ii) to maintain adequate w~ltage levels and the stability required by the bulk power supply' facilities 

of the PJM Region; 

(e) Shed connected load, share Generation Capacity Resources. initiate aet4ve4o,ad 
~ l n t e r r u p t i b l e  l.oad tbr Reliability programs, and take such other coordination actions as 
may be necessary in accordance with the directions of the Office ofthe lnterconnection in Emergencies; 

(t) Maintain or arrange tbr a portion of its Generation Capacity Resources at least 
equal to the level established pursuant to the Reliability Assurance Agreement to have the ability' to go 
from a shutdov.n condition to an operating condition and start delivering power without assistance from 

the power system; 

(g) Provide or arrange through another Member for the services of a 24-hour local 
control center to coordinate with the Office of the Interconnection, each such control center to be 
furnished with appropriate telemetD' equipment as specified in the PJM Manuals, and to be staffed by 
system operators trained and delegated sufficient authority to take any action necessary to assure that the 
system for which the operator is responsible is operated in a stable and reliable manner. In addition to 
meeting any training standards and requirements specified in this Agreement, local control center staff 
shall be required to meet applicable training standards and requirements in PJM Manual 01, Control 
Center Requirements, including the PJM System Operator Training Requirements in Attachment C; 

(h) Provide to the Office of the lnterconnection all System, accounting, customer 
tracking, load forecasting (including all load to be served from its System) and other data necessary or 
appropriate to implement or administer this Agreement. and the Reliability Assurance Agreement,-4he 
D~l:.k;l:~.~. A . . . . . . . .  A . . . . .  , ,,,~...._a ,t._ D.,:^k:,:*., A ~.,,-.-.^~ ', . . . . . .  ' e^'.::h" and 

(i) Comply with the underfrequency relay obligations and charges specified in 

Schedule 7 of this Agreement. 
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11.3.4 Reports to the Office of the lnterconnection. 

t-ach Member shall report as promptly as possible to the Office of the Interconnection 
an)' changes in its operating practices and procedures relating to the reliability of the bulk power supply 
thcilities of the PJM Region. The Office of the lnterconnection shall review such rel:x)rts, and if an) 
change in an operating practice or procedure of the Member is not in accord with the established 
operating principles, practices and procedures for the PJM Region and such change adversely affects 
such region and regional reliability, it shall so inform such Member. and the other Members through 
their representative on the Operating Commitlee. and shall direct that such change be modified to 
conform to the established operating principles, practices and procedures. 

11.4 Regional Transmission Expansion Planning Protocol. 

The Members shall participate in regional transmission expansion planning in accordance with 
the Regional Transmission Expansion Planning Protocol set tbrth in Schedule 6 to this Agreement. 

I 1.5 Member Right to Petition. 

(a) Nothing herein shall deprive an)' Member of the right to petition FERC to modit~,, an)' 
provision of this Agreement or any Schedule or practice hereunder that the petitioning Member believes 
to be unjust, unreasonable, or unduly discriminator) under section 206 of the Federal Power Act, subject 
to the right of any other Member (a) to oppose said prolx)sal, or (b) to withdraw from the IJ,C pursuant 
to Section 4.1. 

(b) Nothing herein shall be construed as atlbcting in any way the right of the Members, 
acting pursuant to a vote of the Members Commitlee as specified in Section 8.4, unilaterally to make an 
applicatkm to I-'ERC fi)r a change in an)' rate. charge, classification, tariff" or service, or any' rule or 
regulation related thereto, under section 205 of the Federal Power Act and pursuant to the rules and 
regulations promulgated by FER(" thereunder, subject to the right of an)' Member that w)ted against 
such change in any' rate, charge, classification, tariff or ,service, or an)' rule or regulation related thereto, 
in intervene in opposition to any such application. 

11.6 Membership Requirements. 

(a) To quality,' as a Member, an entity shall: 

i) Be a Transmission Owner a Generation Owner, an Other Supplier. an 
Electric Distributor. or an End-Use Customer; and 

ii) Accept the obligations set forth in this Agreement. 

(b) Certain Members that are Load Serving Entities are parties to the Reliability Assurance 
A.,~mFm~.e~@reement--Wes~ D , d : , t , : i : . . ,  A . . . . . . . . .  ^ . . . . . . . .  c ~ . . . ~ ,  Upon Agreement, R-tq~bilit-y . or . . . . . . . . . . . .  ~ . . . . . . . . . . . . .  ~,  . . . . . . . . . . . . . . . . . .  

becoming a Member, any entity that is a l,oad Serving Entity in the MA,M~PJM (.'omrol Reg~n 
and that wishes to become a Market Buyer shall also simultaneously execute the Reliability' Assurance 
Agreement.--Any-'emity thin is a 
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l,oad Serving |~t i ty  in the PJM ~,'es! Regi*m and that wiske~ to bec~m~e a Marke! Buyer shall al~a~ 
s i ~ r , , ~ ' ~ u s | v  e~.ec-~te t|~' ~ i l i t ~ -  Asstw-a+~e Agreen~nt-We.st ^ . . . . . . .  :.., .t,,,. : .... i . . . . .  a ~ , ~ , : . , .  

| n l n t i ~ ,  v, 1 ~  , I . ~  D I ~ , A  ¢ d . . , . , I .  U ~ , , ;  . . . . . . .  4 , R , , *  , ,  ; , . k . . . ,  , , .  k . . . . . . . . .  N , ¢ , , d . ~ *  I )  . . . . . .  R . I I  ,- ,-* 

(c) An entity that wishes to become a party to this Agreement shall apply', in writing, to the 
President setting forth its request, its qualifications for membership, its agreement to supply, data as 
specified in this Agreement, its agreement to pay all costs and expenses in accordance with Schedule 3, 
and providing all information specified pursuant to the Schedules to this Agreement for entities that wish 
to become Market Participants. Any' such application that meets all applicable requirements shall be 
approved by the President within sixty' (60) days. 

(d) Nothing in this Section 11 is intended to remove, in an',' respect, the choice of 
participation by' other utility' companies or organizations in the operation of the PJM Region through 
inclusion in the System of a Member. 

(e) An entity' whose application is accepted by' the President pursuant to Section 
I 1.6(c) shall execute a supplement to this Agreement in substantially the form prescribed in Schedule 4. 
which supplement shall be countersigned by the President. "lhe entity, shall become a Member effective 
on the date the supplement is countersigned by the President. 

(f) Entities whose applications contemplate expansion or rearrangement of the PJM Region 
may' become Members promptly as described in Sections I 1.6(c) and I 1.6(e) above, but the integration 
of the applicant's system into all of the operation and accounting proviskms of this Agreement and the 
Reliability Assurance Agreement -or-r, - a s - ~ ;  .L,~ D~*:.~,:.:.-* A . . . . . . . . .  ^ . . . . . . .  u ~ .  or ",% 

^ . . . . . . . .  e^...t, ly pl t,~,:^~:.:.,, ^ . . . . . . . . .  ,-e, . . . . . . . . . . . . . . . .  , shall occur on after corn etion of all required installations 
and modifications of metering, communications, computer programming, and other necessary and 
appropriate facilities and procedures, as determined by the Office of the lnterconnection. The Office of 
the Interconnection shall notit~¢ the other Members when such integration has occurred. 

(g) Entities that become Members will be listed in Schedule 12 of this Agreement. 

(h) In accordance with the MAAC Agreement, a Member serving load in the MAAC 
Control Zone shall be a member of MAAC and any' other Member may be a member of MAAC. 

12. TRANSFERS OF MEMBERSHIP INTEREST 

The rights and obligations created by this Agreement shall inure to and bind the successors and 
assigns of such Member; provided, however, that the rights and obligations of any Member hereunder 
shall not be assigned without the approval of the Members Committee except as to a successor in 
operation of a Member's electric operating properties by reason of a merger, consolidation. 
reorganization, ,sale, spin-off, or foreclosure, as a result of which substantially all such electric operating 
properties are acquired by such a successor, and such successor becomes a Member. 

13. INTERCHANGE 

13.1 Interchange Arrangements with Non-Members. 

Any Member may enter into interchange arrangements with others that are not Members with 
respect to the delivery or receipt of capacity and energy to fulfill its obligations hereunder or for an), 
other purpose, subject to the standards and requirements established in or pursuant to this Agreement. 
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1.3.13 Maximum Generation Emergent'. 

"'Maximum Generation Emergency" shall mean an Emergency declared by the Ollicc of 
the Intcrconnection in which the Office of the lnterconnection anticipates requesting one or more 
Gcnerat  on Capac l t )  Resources . . . . . . . . . . .  ~ , ,  . . . . . . . . . . .  to operate at its m a x i m u m  net or  gross 

electrical power output, sul2iect to the equipment stress limits tbr such Generation Capacity Resource. in 
order to manage, alleviate• or end the ['mergcncy. 

!.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 lntcrconnection anticipates requesting one or more 
generating resources to operate at or bek)w 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 interlaces, from 
energy transactions. 

1.3.15 Network Resource. 

"Network Resource" shall have the meaning specified in the PJM Tariff. 

i.3.16 Network Service User. 

"'Network Service User" shall mean an entity using Network Transmission Service. 

1.3.17 Network Transmission Service. 

"Network I'ransmission Service" shall mean transmission service provided pursuant to 
the rates, terms and conditions set forth in Part Ill of the PJM "l ariff, or transmission service comparable 
to such service that is provided to a Load Serving Entity that is also a Transmission Owner. 

1.3.18 Normal Maximum Generation. 

"Normal Maximum Generation'" shall mean the highest output level of a generating 
resource under normal operating conditions. 

i.3.19 Normal Minimum Generation. 

"'Normal Minimum Generation" shall mean the lowest output level of a generating 
resource under normal operating conditions. 

1.3.20 Offer Data. 

"Offer Data" shall mean the scheduling, operations planning, dispatch, new resource, 
and information necessary to schedule and dispatch generation resources and Demand and other data 

Resource(s) 
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(b) An applicant that is a l,oad Serving Entity or that will purchase on behalf of or 
for ultimate deliver2,,' to a l,oad 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, arc located electrically within the PJM Region, or will be brDught 
within the PJM Region prior to any purchases from the PJM Interchange Enero  Markct. Such 
applicant shall further demonstrate that: 

i) The I,oad Serving Fintity for the end users is obligated to meet the 
requirements of the Reliability Assurance Agreement;. Reliabilit.~ 
A.~6urat~e Agreen'~q! We.';*, " "  D ~ l ; , k : t : * , ,  t t  . . . . . . . . . . .  , ' .  . . . . . . . . . . .  . 

~ab,=as applicable, and 

ii) The l,oad Serving Entity fi)r 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 Entit)' shall demonstrate that: 

i) The applicant has obtained or will obtain Network Transmission Service 
or Point-to-Point Transmission Service tbr 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 required to obtain transmission service for purchases 
from the PJM Interchange Energy Market to cover quantib' deviations from its ,sales in the l)ay-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 tbr the operation of the PJM 
Region and the PJM Interchange Energy Market; 

ii) The applicant meets the creditworthiness standards established by the 
Office of the lnterconnection, or has provided a letter of credit or other 
form of security acceptable to the Office of the Interconnection; and 

iii) The applicant has paid all applicable fees and reimbursed the Office of 
the Interconnection for all unusual or extraordinary costs of processing 
and evaluating its application to become a Market Buyer, and has 
agreed in its application to subject any disputes arising from its 
application to the PJM Dispute Resolution Procedures. 

(t) The applicant shall become a Market Buyer upon a final favorable 
determination on its application by the Office of the lnterconnection as specified below, and execution 
by the applicant of counterparts of this Agreement. 
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1.4.2 Submission of Information. 

The applicant shall furnish all information reasonably requested by  the Office o f  the 
• . * • . ) 

lnterconncction in order to determine the apphcant s quahficatJt n to be a Market Buyer. The Office o f  
the Interconnection may waive the submission of  information relating to any o f  the foregoing criteria, to 
the extent the information in the Office of  the lnterconnection's possession is sufficient to evaluate the 

application against such criteria• 

1.4.3 Fees and  Costs. 

The Office o f  the lntcrconnection shall require all applicants to become a Market Buyer 
to pay a uniform application fee, initially in the amount o f  $1,500, to defiay the ordinar)' costs of" 
processing such applications. The application fee shall be revised from time to time as the Office o f  the 
Interconnection shall determine to be necessa~, to recover its ordinary costs o f  processing applications• 
An)' unusual or extraordinary' costs incurred by the Office of  the lnterconnection in processing an 
application shall be reimbursed by the applicant• 

1.4.4 Office of the lntereonneetion Determination. 

Upon submission of  the information specified above, and such other information as shall 
reasonably be requested by the Office o f  the lnterconnection, the Office o f  the lnterconnection shall 
undertake an evaluation and investigation to determine whether the applicant meets the criteria specified 
al:xwe. As soon as practicable, but in any event not later than 60 days after submission o f  the foregoing 
information, or such later date as may be necessary to satisfy the requirements o f  the Reliability 

I R . . . . . . . . . .  .r n . . . . . . . . . . . .  Assurance Agreement, ~..t .: ,: . . ,  ^ . . . . .  . utah. o~. : .k . : . . ,  ^ . . . . . . . . .  ^ . . . . .  • 
the Office o f  the lnterconnection shall notify the applicant and the members o f  the Members 

Committee of  its determination, along with a written summary o f  the basis for the determination. The 
Office o f  the lnterconnection shall respond promptly to any reasonable and timely request by a Member 
tbr additional information regarding the basis lbr the Office o f  the Interconnect on s determination, and 
shall take such action as it shall deem appropriate in response to an)' request for reconsideration or other 
action submitted to the Office o f  the Interconnection not later than 30 days from the initial notification to 
the Members Committee. 

!.4.5 Existing Participants. 

An t, entity that was qualified to participate as a Market 13uyer in the PJM Interchange 
Energy Market under the Operating Agreement of  PJM Interconnection I..L.C. in effect immediatel> 
prior to the Effective Date shall continue to be qualified to participate as a Market Buyer in the PJM 
Interchange Fnergy Market under this Agreement. 

i.4.6 Withdrawal. 

(a) An Internal Market Buyer that is a Load Serving Entity ma t' withdraw from this 
Agreement by giving written notice to the Office o f  the lnterconnection specifying an effi:ctive date of  
withdrawal not earlier than the effective date o f  (i) its withdrawal from the Reliability Assurance 

o~ . . t . : . . . ,  ,, . . . . .  .m . . . .  Agreeme~: c^...t, or (ii) Agreement, Reliability A ~  ~ t - W e s t ;  or . . . . . . . . . . .  .r . . . . . . . . . . . . . . . . . . .  
the assumption o f  its obligations under the Reliability Assurance Agreement.--Rel~Mti.ty A.~,s~ma~ 
A-greeme~.t ul  . . . . .  o~l:^k.:. . ,  ^ . . . . . . . .  ^ . . . . . . . .  c . . . . . ,  by . . . . . . . . . . . . . . . . . . . .  , . . . . . . . . . . . .  ~, . . . . . . . . . . . . . .  an agent that is a Market Buyer• 

Issued B y :  

Issued On: 

Craig Glazer 
Vice President. Federal Government Policy 
September 29, 2006 

Effective: June I, 2007 



Jnofflclal FERC-Generated PDF of 20061004-0159 Received by FERC OSEC 09/29/2006 in Docket#: ER05-1410-000 

PJM Interconnection, I..I,.C. 
Third Revised Rate Schedule FERC No. 24 

Seventh Revised Sheet No. 75 
Superseding Sixth Revised Sheet No. 75 

1.6 O f f i c e  o f  the  l n t e r c o n n e c t i o n .  

! .6.1 O p e r a t i o n  o f  the  I 'JM I n t e r c h a n g e  E n e r g y  M a r k e t .  

The Office of the Interconnection shall operate the PJM Interchange Energ2,' Market in 
accordance with this Agreement. 

1.6.2 S c o p e  o f  ,'~e~,iees. 

The Office of the lnterconncction shall, on behalf of the Market Participants. perform 
the services pertaining to the PJM Interchange Energy Market specified in this Agreement. including but 
not limited to the following: 

i) Administer the P.IM Interchange Energy Market as part of'the PJM 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. Market 
Sellers. or Economic Load Response Participants under applicable provisions of 
this Agreement; 

iii) Coordinate, in accordance with applicable provisions of this Agreement. the 
li bilit:~ Ag th o~l:o~,:l:.., ^ . . . . . . . . . .  ^ . . . . . . . .  u ,  .... Re a ' Assurance reement, e . . . . . . . . . . .  ; . . . . . . . . . . .  , : ,  . . . . . . . . . . . . . . . . .  

• ' ' " . . . . . . . .  ^ . . . . . . .  ~ . . . . . .  and the Consolidated Transmission 
Owners Agreement, maintenance schedules tbr generation and transmission 
resources operated as part of the PJM Region; 

iv) Provide or coordinate the provision of ancillary services necessa~' 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 an:,' part of the PJM Region. or in another directly or 
indirectly' interconnected Control Area and serve as a pr imal '  l'x)int of contact 
lbr 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 
b:¢ Members from resources that are not Capacity Resources in conditions 
constituting an Emergency in the PJM Region; 
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1.7.9 Deliver)' to an External Market  Buyer. 

A purchase of SIx~t Market Energy by an External Market Buyer shall be delivered to a 
bus or buses at the electrical I'x~undaries of the PJM Region specified by the Office of the 
Interconnection. or to load in such area that is not served by Network Transmission Service, using 
Point-to-Point Transmission Service paid for by the External Market Buyer. Further delivery.' of such 
energy shall be the responsibility of the External Market Buyer. 

1.7.10 Other Transactions. 

(a) Market Participants ma) 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 fur dispatch by the Office of the lnterconnection. 
Bilateral ar'rangements that contemplate the physical transti:r 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 w.ithin the PJM Region). 

(c) "fo 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 of 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 PJM Interchange Imports, and shall be 
deemed a seller to the PJM Interchange Energy Market to the extent of its PJM Interchange Exports. 

(d) A Market Seller may self-supply Station Power for its generation facility in 

accordance v, ith the following provisions: 

(i) A Market Seller ma) self-supply Station Power for its generation 
facility during an~r month (1) xshen 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 thcilities 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 energn,' 
sold or consumed by the Market Seller at any bus during any hour 
during the month. For 
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(b) The Office of the lnterconnection shall obtain and maintain for each 
Synchronized Reserve Zone an amount of Synchronized Reserve equal to the Synchronized Reserve 
objective tbr such Synchronized Reserve Zone, as specified in the PJM Manuals. 

(c) The Synchronized Reserve capability of a generation resourcc and Demand 
Resource shall be the increase in energy output or load reduction achievable by the generation 
resource and Demand Resource within a continuous 10-minute period. 

(d) A generation unit capable of automatic energy dispatch that also is providing 
Synchronized Reserve shall have its energy dispatch range reduced by the amount of the 
Synchronized Reserve provided. The amount of Synchronized Reserve provided by a generation unit 
shall serve to redefine the Normal Maximum Generation energy limit of that generation unit in that 
the amount of Synchronized Reserve provided shall bc subtracted from its Normal Maximum 
Generation energy limit. 

!.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 generation resources and/or Demand Resources 
within the PJM Region shall: report to the Office of the Interconnection sources of energy and Demand 
Resources available for operation; supply to the Office of the lnterconnection all applicable Offer Data: 
report to the Office of the Interconnection generation resources and Demand Resources that are 
self-scheduled; with respect to generation resources, report to the Office of the lnterconnection bilateral 
sales transactions to buyers not within the PJM Region: confirm to the Office of the lnterconnection 
bilateral sales to Market Buyers within the PJM Region; respond to the Office of the lnterconnection's 
directives to start, shutdown or change output levels of" generation units, or change scheduled voltages or 
reactive output levels of generation units, or reduce load from Demand Resources: continuously 
maintain all Offer Data concurrent with on-line c, perating information; and ensure that. where so 
equipped, generating equipment and Demand Resources are operated with control equipment 
functioning as specified in the PJM Manuals. 

(c) Market Sellers selling from generation resources outside the PJM Region shall: 
provide to the Office of the Interconnection all applicable Offi.'r Data, including offers specifying 
amounts of energy available, hours of availability and prices of energy and other .services; respond to 
Office of the lnterconnection directives to schedule deliver)' or change delivery, schedules; and 
communicate deliver)' 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 lnterconnection directives for load management 
steps; report to the Office of the lnterconnection Generation .Capacity Resources to satisfy capacity 
obligations that are available for pool operation; report to the Office of the Interconnection all bilateral 
purchase transactions; respond to other Office of the Interconnection directives such as those required 
during Emergency operation. 
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adequately resolved, or discloses a need fDr changes in standards or policies established in or pursuant to 
the Operating Agreement, any of the foregoing parties may make a written request for review of the 
matler by the Members Committee, and shall include with the request the tbrwarding party's 
recommendation and such data or information (subject to confidentiality or other non.disclosure 
requirements) as would enable the Members Committee to assess the matter and the recommendation. 
The Members Committee shall take such action on the recommendation as it shall deem appropriate. 

(d) Subject to the right of a Market Participant to obtain correction of accounting or 
billing errors, the I.hC or a Market Participant shall not be entitled to actual, compensatory, 
consequential or punitive damages, opportunity' costs, or other form of reimbursement from the I.I.C or 
any' other Market Participant for any loss. liability' or claim, including any' claim for lost protits, incurred 
as a result of a mistake, error or other thult by' the Office of the lnterconnection in the selection, 
scheduling or dispatch of resources. 

1.9 Prescheduling. 

The tbllowing procedures and principles shall govern the prescheduling activities necessary to 
plan for the reliable operation of the PJM Region and for the efficient operation of the PJM Interchange 
Energy Market. 

1.9.1 Outage Scheduling. 

The Office of the lnterconnection shall be responsible for coordinating and approving 
requests tbr outages of generation and transmission facilities as necessary ~ r  the reliable operation of 
the PJM Region. in accordance with the PJM Manuals. The Office of the lnterconnection shall maintain 
records of outages and outage requests of these facilities. 

i.9.2 Planned Outages. 

(a) A Generator Planned Outage shall be included in Generator Planned Outage 
schedules established prior to the seheduled start date tbr the outage, in accordance with standards and 
procedures specified in the PJM Manuals. 

(b) The Office of the lnterconnection shall conduct Generator Planned Outage 
scheduling tbr Generatio_n Capacity Resources in accordance with the Reliability Assurance Agreement, 

A g r e e m e  ,,, . . . . . . . . . . .  ~:...,,L. and the PJM the R e - - I v  A.ss-u.~nce nt-We~;l, ,L.~ D . . I ; ~ , : l : , , ,  a . . . . . . . . .  ' ' e ,  . . . . . . . . . . . . . . . . . . .  

Manuals and in consultation with the Members owning or controlling the output of C - ~ / . . s u c l ~  
~_resources. A Market Participant shall not be expected to submit offers for the sale of energy or other 
services, or to satisfy de very obligations, from all or part of a generation resource undergoing an 
approved Generator Planned Outage. Ifthe Office ofthe Interconnection determines that approval of a 
Generator Planned Outage would significantly affect the reliable operation of the PJM Region, the 
Office of the lnterconnection 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 lnterconnection 
withholds or withdraws approval, it shall coordinate with the Market Participant owning or controlling 
the resource to reschedule the 
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I Generator Planned Outage of the Generation Capacity Resource at the earliest practical time. The Office 
of the Interconnection shall if possible prolx)se alternative schedules with the intent of minimizing the 
economic impact on the Market Participant of a Generator Planned Outage. 

(c) The Office of the lnterconnection shall conduct "1 ransmission Planned Outage 
scheduling in accordance with procedures specified in. the Consolidated Transmission Owners 
Agreement. and the PJM Manuals, and in accordance with the following prDcedures: 

(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 of all Transmission Planned 
()utages to the Office of the lnterconnection by the first day of the 
month preceding the month the outage ',,,'ill commence, with updates as 
new information becomes available. 

(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 require the Transmission Owner to implement 
an alternative outage schedule to reduce or avoid the congestion. The 
()ffice of the Interconnection shall perform this analysis and notify the 
Transmission Owner in a timely manner if it will require reschcduling 
of the outage. 

(iv) The Office of the lnterconnection 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, facilities, and equipment. The 
Transmission Owner shall not notify any other M',~ket Participant of 
such outage and shall arrange any other necessary coordination through 
the Office oftbe lnterconnection. 

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

(d) The Office of the lnterconnection shall c¢x)rdinate 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 an)' 
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 lnterconnection shall approve 
requests for 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 deliver3' 
obligations, from a generation resource undergoing an approved thll 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-~heduled, shall: (i) adv i~  the Office of the 
Intereonnection of a Generator Forced Outage suffered or anticipated to be suffered by an)' 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 ~tist~,' delivery obligations, from a generation 
resource undergoing a Generator t:orced Outage. A Generation Capacity Resource that does not deliver 
all or part of its scheduled energ) 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, " " " 
^ . . . . . . . . .  u , ~ ,  , ,~ t,~l:~.a:,., A . . . . . . . .  A . . . . . . . .  S~U~h, and the PJM Manuals. 

(b) "lhe ()ffice of the Interconnection shall receive notification of Forced 
Transmission Outages. and information on the return to service, of Transmission Facilities in the PJM 
Region in accordance with standards and pr~x:cdures specified in. as applicab e, the Conso dated 
Transmission Owners Agreement and the PJM Manuals. 

1.9.4A Transmission Outage Acceleration. 

(a) Planned Transmission Outages and Forced Transmission Outages 
otherwise scheduled pursuant to sections 1.9.2 and 1.9.4 respectively of  this Schedule may bc 
accelerated or rcscheduled at the request of  a Gcncration Owner or other Market Participant in 
accordance with the terms and conditions of  this section 1.9.4A and the PJM Manuals. 
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shall provide detailed data justi~'ing such transmission facility ratings when directed by the Office of 
the Interconnection. 

(b) In addition to the seasonal verification of all ratings, each Transmission 
Owner shall submit to the Operations Planning Department (or successor Department) oftbe Office 
of the lnterconnection updates to its transmission l~cility ratings as soon as such Transmission 
Owner is aware of any changes. Such Transmission Owner shall provide the Office of the 
Interconnection v, ith detailed data justifying 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 lnterconnection 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 pertbrm seasonal operating studies to 
assess the forecasted adequacy, of generating reserves and of the transmission system, in accordance with 
the procedures specified in the I'JM Manuals. 

(b) "lhe OMce 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 Reliabili~' Assurance Agreement,-4~liabilily As~,ur,m~:e Agreement--We~t . . . . . . . . . . . . . . . . .  .. ^ .............. 

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

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

(e) The Office of the lnterconncction shall maintain an historical database of all 
transmission facility ratings, and shall review, and may modify or reject, an)' submitted change or 
an)' submitted procedure for pre-establishcd transmission facility rating changes. An)" 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 
lnterconnection shall govern and be effective during the pendency of any such dispute. 

(f) The Office of the lnterconnection shall coordinate with other interconnected 
Control 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 processes to 
implement a Day-ahead Energy Market and a Real-time Energy market. 
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each such se l f  scheduled resource will disconnect or reduce output, or confirmation of the Market 
Buyer's intent not to reduce output. 

(c) All Market Participants shall submit to the Office of the Interconnection 
sehedulcs for an)' bilateral transactions involving use of generation or Transmission t:acilities as 
specified below, and shall inform the Office of the Interconnection whether the transaction is to be 
included in the l)ay-ahead Energy Market. An)' Market Participant that elects to include a bilateral 
transaction in the Day-ahead Energy Market may specit~¢ the price (such price not to exceed the 
maximum price that may be specified in the PJM Manuals), if any. at which it will be wholly or partially 
curtailed rather than pay Transmission Congestion Charges. "Fbe foregoing price specification shall 
apply to the price difference betw,een the specified bilateral transaction source and sink points in the day- 
ahead scheduling process only. An)' Market Participant that elects not to include its bilateral transaction 
in the Day-ahead Energy Market shall inform the Office of the Interconnection if the parties to the 
transaction are not willing to incur Transmission Congestion Charges in the Real-time Energy Market in 
order to complete an)' such scheduled bilateral transaction. Scheduling of bilateral transactions shall be 
conducted in accordance with the specitications in the PJM Manuals and the following requirements: 

i) Internal Market Buyers shall submit schedules tor all bilateral purchases 
tbr deliver3' within the PJM Region, v, bether from generation resources 
inside or outside the PJM Region; 

ii) Market Sellers shall submit schedules tbr bilateral sales to entities 
outside the PJM Region ti'om 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 part)' to the transaction in addition to the 
part)' submitting the schedule, or the adjacent Control Area. 

(d) Market Sellers wishing to sell into the Day-abead Energ)' Market shall submit 
offers for the supply of energy (including energy from hydropower units), demand reductions, 
Regulation. Operating Reserves or other services for the following Operating l)ay. Offers shall be 
submitted to the Office of the lnterconnection in the form specified by the Office of the lnterconnection 
and shall contain the information specified in the ()ffice of the Interconnection's Offer Data 
specification, as applicable. Market Sellers owning or controlling the output of a Generation .Capacity 
Resource that was committed in an FRR Capaciw Plan, self-supplied or offered and t~not -c lcared  in a 
Base Residual Auction or Incremental Auction as specified in Attachment DD 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 
m,,:,.:-^ .t. . . . . . . . . . .  , - , ~ ; , ,  r, . . . . . . .  The submission of offi:rs for resource increments that 
. . . .  e---.-: . . . . . . . . .  have not cleared in a Base Residual Auction or an Incremental Auction, or were 
not committed in an FRR Capacity Plan shall be optional, but an t' such offers must contain the 
information specified in the Office of the lnterconnection's Offer Data specification, as applicable. 
Energy offered from generation resources that ~m~'~t--have not cleared a Base Residual Auction or an 
Incremental Auction, or were not committed in an FRR Capacity Plan, ~ , ~ s h a l l  not be 
supplied from resources that are included in or otherwise committed 
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to supply the Operating Reserves of a Control Area outside the PJM Region. The foregoing of tiers: 

i) Shall specify the gGeneration Ca a ~ F R e s o u r c e  or Demand Resource and 
energy for each hour in the offer period; 

ii) Shall specil~,' the amounts and prices for the entire Operating Day tbr each 
resource comlxment offered by the Market Seller to the Office of the 
Interconnection; 

iii) If based on energy from a specitic generating unit. may specie, start-up and no- 
load thes equal to the specification of such fees for such unit on file with the 
Office of the lnterconncction, if based on reductions in demand from a Demand 
Resource may specifi,' shutdov, n costs: 

iv) Shall set forth any special conditions upon which the Market Seller proposes to 
supply a resource increment, including any curtailment rate specitied 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 a~er the foregoing deadline: 

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

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

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

(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 lnterconnection as may be 
necessary to evaluate the offer and the resource's opportunity costs. The price ofthe oiler shall 
not exceed $100 per MWh in the case of regulation offered for all Regulation/,ones, except that 
offers for Regulation by American Electric Power Company and Virginia Electric Power 
Company and/or their respective affiliates for the Regulation Zone comprised of the ECAR 
Control Zone(s), MAIN Control Zone(s), or the VACAR Control Zone shall be cost-based 
consisting of the following components: 

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

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government Policy 
September 29, 2006 

l'~ffective: June I. 2007 



Jnofflclal FERC-Generated PDF of 20061004-0159 Received by FERC OSEC 09/29/2006 in Docket#: ER05-1410-000 

PJM lnterconnection. I,.I,.C. 
Third Revised Rate Schedule FERC No. 24 

Second Revised Sheet No. 94A 
Superseding Original Sheet No. 94A 

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

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

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

(t) Each Market Seller owning or controlling the output of a Generation .Capacity 
Resource shall submit a tbrecast 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 lnterconnection over the next seven days. 
and (ii) shall submit a binding offer for ener~', 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 
efl~ct for subsequent Operating Days until superseded or canceled. 
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(h) The Office of the lntereonnection shall post on the PJM ()pen Access 
Same-time Information System the total hourly loads scheduled in the Day-ahead Enerb~' 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) Except for Economic Load Response Participants, 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 must specify amount, location 
and price, if any, at which the Market Participant desires to purchase or sell energy in the Day-ahead 
Energy Market. The Office of the Interconnection may require that a market participant shall not 
submit in excess of 3000 bid/offer segments in the Day-ahead Energy Market, when the Office of the 
Intereonnection determines that such limit is required to aw~id or mitigate significant system 
performance problems related to bid/offer volume. Notice of the need to impose such limit shall be 
provided prior to I0:00 a.m. EPT on the day that the Day-ahead Energy Market will clear. For 
purposes of this provision, a bid/offer segment is each pairing of price and megawatt quantity 
submitted as part of an Increment Bid or Decrement Bid. 

(j) A Market Seller that wishes to make a generation resource or Demand 
Resource available to sell Synchronized Reserve shall submit an offer for Synchronized Reserve that 
shall specify, the megawatts of Synchronized Reserve being offered, the price of the ofl~zr in dollars 
per megawatt hour, and such other information specified by the Office of the lnterconnection as may 
be necessa~, to evaluate the offer and the energy used by the generation resource to provide the 
Synchronized Reserve and the generation resource's unit specific opportunity costs. The price of the 
offer shall not exceed the variable operating and maintenance costs for providing Synchronized 
Reserve plus seven dollars and fifty cents. 

(k) An Economic l,oad Response Participant that wishes to participate in the 
Day-ahead Energy Market by reducing demand shall submit an offer to reduce demand to the Office 
of the lnterconnection. The offer shall specil3: (i) the amount of thc offered curtailment in 
minimum increments of.1 megawatts: (ii) the Day-ahead l.ocational Marginal Price above which the 
end-use customer will reduce load; and (iii) at the Economic l.oad Response Participant's option. 
start-up costs associated with reducing load. including direct labor and equipment costs, opportunity 
costs, and/or a minimum of number of contiguous hours for which the load reduction must be 
committed. 

(I) Market Sellers owning or controlling thc output of a Demand Resource that 
was committed in an FRR Capacity Plan, self-supplied or offered and cleared in the Flase Residual 
Auction or one of the Incremental Auctions, or owning or controlling the output of an II.R resource 
which was certified as specified in Attachment DD of the PJM Tariff, may submit demand reduction 
bids tbr the available load reduction capability of  the Demand Resource or ILR resource. The 
submission of demand reduction bids for resource increments that have not cleared in the Base 
Residual Auction or in one of  the Incremental Auctions, or for ILR resources that were not certified, 
or were not committed in an FRR Capacity Plan, shall be optional, but any such bids must contain 
the information specified in the PJM Economic l,oad Response Program to be included in such bids. 
A Demand Resource that was committed in an FRR Capacity Plan, self-supplied or offered and 
cleared in a Base Residual Auction or an Incremental Auction may submit a demand reduction bid in 
the Day-ahead Energy Market as specified in the Economic l,oad Response Program, provided 
hov~ever, that in the event of an Emergency, PJM shall require Demand Resources and II.R resources 
to reduce load notwithstanding that the Zonal LMP at the time such l'mergenc~;' is dcclared is below 
the price identified in the demand reduction bid 
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1.111.2 Pool-scheduled Resources. 

Pool-scheduled re~urccs are those resources for which Market Participants submitted 
offers to sell energy in the Day-ahead Energy Market and offers to reduce demand in the Day-ahead 
Energy Market, which the Office of the lnterconnection scheduled in the Day-ahead Energy Market as 
well as generators committed by the Office of the Interconnection subsequent to the Day-ahead Energy 
Market. Such resources shall be committed to provide energy in the real-time dispatch unless the 
schedules for such units are revised pursuant to Sections 1.10.9 or I.I 1. Pc×~l-scheduled resourees shall 
be governed by the following principles and procedures. 

(a) I'ool-seheduled resources shall be selected by the Office of the lnterconnection 
on the basis of the prices offered for energy and demand reductions and related services, start-up. 
no-load and cancellation fees, and the specified operating characteristics, offered by Market Sellers to 
the Office of the lnterconnection by the offer deadline specified in Section I. I 0. I A. 

(b) A resource that is scheduled by a Market Participant to support a bilateral sale, 
or that is self-scheduled by a Generating Market Buyer, shall not be selected by the Office of the 
Interconnection as a pool-scheduled resouree except in an Emergency. 

(c) Market Sellers ofli:ring energy from hydropower or other thcilities with tuel or 
environmental limitations may submit data to the Office of the Interconnection that is sufficient to 
enable the Office of the lnterconnection to determine the available operating hours of such facilities. 

(d) The Market Seller of a resource selected as a pool-scheduled re.,:x~urce shall 
receive payments or credits for energy, demand reductions or related services, or for start-up and no-load 
fees, from the Office of the Interconnection on behalf of the Market Buyers in accordance with Section 3 
of this Schedule I. Alternatively, the Market Seller shall receive, in lieu of start-up and no-load fees, its 
actual costs incurred, if any, up to a cap of the resource's start-up cost, if the Office of the 
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Interconnection cancels its selection of the resource as a pool-scheduled resx.~urce and so notifies the 
Market Seller before the resource is synchronized. 

(e) Market Participants shall make available their ~ol-schcduled resources to the 
Office of the Interconnection for coordinated operation to supply the Operating Reserves needs of the 
applicable Control Zone. 

1.10.3 Self-scheduled Resources. 

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

(a) l-ach Generating Market Buyer shall use all reasonable efforts, consistent with 
Good Utility Practice. not to self-schedule resources in excess of its I-k:luivalent Load. 

(b) The offered prices of resources that arc self-scheduled, or otherwise not 
following the dispatch orders of the Office of the I nterconnection, shall not be considered by the Ottice 
of the lnterconnection in determining l.ocational Marginal Prices. 

(c) Market Participants shall make available their self-scheduled resources to the 
Office of the lnterconnection for c~',rdinated operation to supply the Operating Reser,,.es needs of the 
applicable Control Zone. by submitting an ofler 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 Capacily Resources. 

(a) A (Jcne!'L~t_k~n Capacity Resource.tljat.is selected as a Ix~ol-scheduled resource 
shall be made available lbr scheduling and dispatch at the direction of the Office of the Interconnection. 
Such_ _aA 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 dcli',,ered v¢ith energy from the Real-time Energy Market and shall pay tbr such energy at 
the applicable Real-time Price. 

(b) Energy from a (.ieneratictn_ 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.a Generation Capacity Resource that has not been scheduled in the Day-ahead 
Energy Market and that has been sold on a bilateral basis must be made available upon request to the 
Office of the lnterconnection for scheduling and dispatch during the Operating Day if  the Office of the 
lnterconneetion declares a Maximum Generation Emergency. Any such resource so scheduled and 
dispatched shall receive the applicable Real-time Price for energy delivered. 
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(c) A (ieneration Capacity Resource that has been seltZscheduled shall not receive 
payments or credits for start-up or no-load fees. 

1,10.5 External Resources. 

(a) External Resources mat 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 pax)l-scheduled resource shall be made available for scheduling and dispatch at 
the direction ofthc Office ofthe lnterconnection, and except as specified below shall be compensated on 
the same basis as other pool-scheduled resources. I-xtemal Resources that are not capable of dynamic 
dispatch shall, if selected by the Office of the lnterconnection on the basis of the Market Seller's Offer 
Data, be block loaded on an hourly scheduled basis. Market Sellers shall offer lx temal  Resources to the 
PJM Interchange Energy, Market on either a resDurce-spccific 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 Energ) 
Market with energy from the PJM Real-time Energy Market and shall pay for such energy at the 
applicable Real-time Price. 

(b) Ofl'ers for External Resources from an aggregation of two or more generating 
units shall so indicate, and shall specify, in accordance with the Ot'li:r Data requirements specified by the 
Office of the lnterconnection: (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 ()ffice of the lnterconnection to model the flow into the PJM Region of any 
energy from the External Resources scheduled in accordance with the Offer Data. I r 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 oM:rs lbr the same period. 

(c) Offers lbr External Resources on a resource-specific basis shall specify the 
resource being offered, along with the information specified in the Ofti:r Data as applicable. 

1.10.6 External Market Buyers. 

(a) Deliveries to an External Market Buyer not subject to dynamic dispatch b~ the 
Office of the Interconnection shall be delivered on a block loaded basis to the load bus or buses at the 
electrical boundaries of the PJM Region, or in such area with respect to an External Market Buyer's load 
within such area not served by Network Service, at which the energy is delivered to or for the External 
Market Buyer. External Market Buyers shall be charged or credited at either the Day-ahead Prices or 
Real-time Prices, whichever is applicable, for energy at the foregoing load bus or buses. 

(b) An External Market Buyer's hourly schedules for energy purchased from the 
PJM Interchange Energy Market shall conform to the ramping and other applicable requirements of the 
interconnection agreement between the PJM Region and the Control Area to which, whether as an 
intermediate or final point of delivery', the purchased energy will initially be delivered. 
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output of pool-scheduled resource increments as necessary: (a) to maintain reliability, and subject to that 
constraint, to minimize the cost of supplying the energy, reserves, and other services required by the 
Market Buyers and the operation of the PJM Region; (b) to balance load and generation, maintain 
scheduled tie flows, and provide frequency support within the PJM Region: and (c)to minimize 
unscheduled interchange not tiequency related between the PJM Region and other Control Areas. 

1.11.2 Operating Basis. 

In carrying out the foregoing objectives, the Office of the Interconnection shall conduct 
the operation of the PJM Region in accordance with the PJM Manuals, and shall: (i) utilize available 
generating reserves and obtain required replacements; and (it) monitor the availability of adequate 
re .c~rve~ .  

1.11.3 Pool-dispatched Resources. 

(a) The Office of the lnterconnection shall implement the dispatch of cncrgy from 
Ix×)l-scheduled resources with limited energy b} direct request. In implementing mandatory or 
economic use of limited energy resources, the Office of the Interconnection shall use its best efforts to 
select the most economic hours of operation for limited energy resources, in order to make optimal use 
of such resources consistent with the dynamic load-following requirements of the PJM Region and the 
availability of other resources to the Office of the lnterconnection. 

(b) The Office of the lnterconnection shall implement the dispatch of energy from 
other pool-dispatched resource increments, including generation increments from Capacity Resources 
the remaining increments of which are self-scheduled, by sending appropriate signals and instructions to 
the entity controlling such resources, in accordance v, ith the PJM Manuals. Each Market Seller shall 
ensure that the entity, controlling a l'x)ol-dispatched resource offered or made available by that Market 
Seller complies with the energy dispatch signals and instructions transmitted by the Office of the 
lnterconnection. 

I.II.3A Maximum Generation Emergency. 

If the Office of the Interconnection declares a Maximum Generation Emergency. all 
deliveries to load that is ~rved by Point-to-Point Transmission Service outside the PJM Regkm from 

I Generation Capacity Resources may be interrupted in Drder to serve load in the PJM Region. 

1.11.4 Regulation. 

(a) A Market Buyer may satisfy its Regulation Obligation from its own generation 
resources and/or Demand 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 lnterconnection shall obtain Regulation service from the 
least-cost alternatives available from either pool-scheduled or self-scheduled generation resources and/or 
Demand Resources as needed to meet Regulation Zone requirements not otherwi~ satisfied by the 
Market Buyers. Generation resources or Demand Resources offering to sell Regulation shall be 
selected to provide Regulation on the 
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4. RATE TABLE 

4.1 Offered Price Rates. 

Spot Market Energy. Regulation, Operating Reserve. and Transmission Congestion are based on 
ofl;ers to the Office ofthe Interconnection specified in this Agreement. 

4.2 Transmission Los~,~s. 

Average loss thctors shall be as specified in the PJM Tariff. 

4.3 Emergency Energy Purchases. 

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

5. CALCULATION OF TRANSMISSION CONGESTION CHARGES AND CREDITS 

5.1 Transmission Congestion Charge Calculation. 

5.1.1 Calculation by Officeofthe interconnection. 

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

5.1.2 General. 

l'he basis tbr the Transmission Congestion Charges shall be the difti~rences in the 
l.ocational Marginal Prices between points of deliveu' and points of receipt, as determined in 
accordance with Section 2 of this Schedule. 

5.1.3 Network Service U~r  Calculation. 

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

A target allocation of Auction Revenue Right Credits for each entity holding an 
Auction Revenue Right shall be determined lbr each Auction Revenue Right. After each round of 
the annual Financial Transmission Right Auction, each Auction Revenue Right shall be divided by 
four and multiplied by the price differences for the receipt and deliver':, points associated with the 
Auction Revenue Right, calculated as the I,ocational Marginal Price at the deliver), points(s) minus 
the l,ocational Marginal Price at the receipt point(sL where the price tbr the receipt and deliver) 
point is determined by the clearing prices of each round of the annual Financial Transmission Right 
auction. The daily total target allocation lbr an entity holding the Auction Revenue Rights shall be 
the sum of the daily target allocations associated with all of the entity's Auction Revenue Rights. 

7.4.4 Calculation of Auction Revenue Right Credits. 

(a) Each day. the total of all the daily target allc, cations determined as specified 
above in Section 7.4.3 plus any additional Auction Revenue Rights target allocations applicable for 
that day shall be compared to the total revenues of all applicable monthly Financial "rransmission 
Rights auction(s) (divided by the number of days in the month) plus the total revenues of the annual 
Financial Transmission Rights auction (divided b~ the number of days in the Planning Period). If the 
total of the target allocations is less than the total auction revenues, the Auction Revenue Right 
Credit tbr each entity holding an Auction Revenue Right shall be equal to its target allocation. All 
remaining funds shall be distributed as Excess Congestion Charges pursuant to Section 5.2.5. 

(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 Interconnection 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 
determmaUon of the dehverabdlty of Generation (_ apaclty Resources under the Rehabdtty Assurance 
Agreement, Rehahd+ty A . ~ a + ~  A ~ i - W  . . . . . . . . . . . . . . . . . .  ~ . . . . . . . . . . . . .  ~ . . . . . . . . . . . . . . . . . . .  The 
goal of the simultaneous feasibility determination shall be to ensure that there are sufficient revenues 
from Transmission Congestion Charges to satisfy all Financial Transmission Rights obligations for 
the auction period under expected conditions and to ensure that there are sufficient revenues from the 
annual Financial Transmission Right Auction to satisfy all Auction Revenue Rights obligations. 
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REGISTRATION 

Participants must complete the PJM Emergency Load Response Program 
Registration Form ("Emergency Registration Form") that  is posted on the PJM 
web site (www.pjm.com). The folh)wing general steps will be followed: 
I. rhe participant completes the Emergency Registration Form located on the PJM web site. 

PJM reviews the application and ensures that the qualifications are met, including 
verifying that the appropriate metering exists. PJM also confirms with the appropriate 
I.SE and EDC whether the load reduction is under other contractual obligations. 
Other such obligations ma', not preclude participation in the program, but may 
require special consideration by PJM such that appropriate settlements are made 
within the confines of such existing contracts. The EDC and LSE have ten (10) 
business days to respond or PJM assumes acceptance. 

2. PJM intbrms the requesting participant of acceptance into the program and notifies the 
appropriate LSE and EDC of the participant's acceptance into the program. 
An)' end-use customer intending to run distributed generating units in sup~',rt 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 an: 
emissions, run-time limit or other constraint on plant operations that may be imposed by 

such permits. 

EMERGENCY OPERATIONS 

PJM ,.~,ill initiate the request tbr load reduction following the declaration of Maximum 
t-mergency Generation and prior to the implementation of I L R _ _ ~ .  Steps I and 2. 
(Implementation of the Emergency I.oad Response Program can be used tbr 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. 

Following PJM's request to reduce load. (i) participants in the Energy Only Option voluntarily may 
reduce load; and (ii) participants in the Full Program Option are required to reduce load unless they 
already have reduced load pursuant to the Economic Load Response Program. PJM will dispatch the 
resources of all Emergency Load Response Program participants (not already dispatched under the 
Economic l.oad Response Program) based on the Minimum Dispatch Prices specified in the 
participants' Emergency Registration Forms. 
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Full Program Option participants that, prior to June I, 2002, entered into contracts with LSEs 
or CSPs that enable participation in the Full Program Option. may participate in the 
Emergency l.oad Response program during Interruptible Load for R_eliabilitv (lh_R) A4::,M 
events as long as the customer's ILR A-L-M-contract explicitly excludes payment or credit tbr 
energy not consumed during II,R ~ e v e n t s .  If the I.SE that submitted the Full Program 
Option participant for ILR ~ c r e d i t  indicates that such participant is not eligible lbr 
simultaneous credit under the Emergency I.oad Response program and ILR At.-M-is called 
for concurrent with the Emergency l.oad Response program, then payments ,.*,'ill be made to 
the participant according to the Emergency l.oad Response program only |br the time during 
which II,R ~ b l i g a t i o n s  were not in effect. Any response in excess of the contracted 
II.R A.~M-amount will be 
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SCHEDULE 5 

PJM DISPUTE RESOLUTION PROCEDURES 

I. DEFINITIONS 

1.1 Alternate Dispute Resolution Committee. 

"'Ahematc Dispute Resolution Committee'" shall mean the Committee established pursuant to 
Section 5 of this Schedule. 

1.2 MAAC Dispute Resolution Committee. 

"'MAAC Dispute Resolution Committee" shall mean the committee established by the Mid- 
Atlantic Area ('ouncil to administer its industry-specific mechanism for resolving certain types of 
wholesale electricity disputes. 

1.3 Related PJM Agreements. 

"Related PJM Agreements" shall mean this Agreement, the Con~lidated Transmission Owners 
Agreement; and the Reliability' Assurance Agreement. "~-~ t,^,:^~.a:,.. ^ . . . . . . . .  ^ . . . . . .  u: . . . . .  .~ 

2. PURPOSES AND OBJECTIVES 

2.1 Common and Uniform Procedures. 

The PJM I)isputc Resolution Procedures are intended to establish common and uniform 
procedures for resolving disputes arising under the Related PJM Agreements. To the extent any of the 
tbregoing agreements or the PJM Tariff contain dispute resolution provisions expressly applicable to 
disputes arising thereunder, however, this Agreement shall not supplant such provisions, which shall 
apply according to their terms. 

2.2 Interpretation. 

"1o the extent permitted by applicable law. the PJM Dispute Resolution Procedures are to be 
interpreted to effectuate the objectives set forth in Section 2.1. To the extent permitted by these PJM 
Dispute Resolution Procedures, the Alternate Dispute Resolution Committee shall coordinate with the 
established dispute resolution committee of an Applicable Regional Reliability Council. where 
appropriate, in order to conserve administrative resources and to avoid duplication of dispute resolution 
staffing. 
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DELEGATION OF PJM REGION(?ONTROL AREA RELIABILITY RESPONSIBII,ITIES 

I. DELEGATION 

The following responsibilities shall be delegated to the Office of the Interconnection by the 
parties to the Reliability Assurance Agreement. 

2. N E W  PARTIES 

With regard to the additkm, withdrawal or removal of a part), to the Reliability Assurance 
Agreement. the Office of the lnterconnection shall: 

(a) Receive and evaluate the information submitted by entities that plan to serve loads 
within the PJM ('~,ttrol AreaRcgion, including entities whose participation in the Agreement will 
expand the boundaries of the PJM ('omr.d AreaRcgk~n. such evaluation to be conducted in accordance 
v, ith the requirements of the Reliability Assurance Agreement; and 

(b) Evaluate the effects of the withdrawal or removal of a party from the Reliability 
Assurance Agreement. 

3. IMPLEMENTATION OF RELIABILITY ASSURANCE AGREEMENT 

With regard to the implementation of the provisions of the Reliability Assurance Agreement, the 
Office ofthe Interconnection shall: 

(a) Receive all required data and fi~rccasts from the panics to the Reliability Assurance 
Agreement and other o~,mers or pro'rljdcrs of Capacity Resources; 

(b) Perform all calculations and analyses necessm3' to determine the Forecast Pool 
Requirement and the capacity obligations imposed under the Reliability Assurance Agreement. 
including peritxtic reviews of the capacity benefit margin for consistency v,,ith the Reliability Principles 
and Standards. as the foregoing terms are defined in the Reliability Assurance Agreement; 

(c) Monitor the compliance of each party to the Reliability Assurance Agreement with its 
obligations under the Reliability Assurance Agreement; 

(d) Keep cost records, and bill and collect any costs or charges due from the parties to the 
Reliability Assurance Agreement and distribute those charges in accordance with the terms of the 
Reliability Assurance Agreement; 

(e) Assist with the development of rules and procedures for determining and demonstrating 
the capability of Capacity Resources; 

(f) Establish the capability and deliverability of Capacity Resources consistent with the 
requirements of the Reliability Assurance Agreement; 

(g) Collect and maintain generator availability data; 
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(h) Pertbrm any other forecasts, studies or analyses required to administer the Reliability 
Assurance Agreement; 

(i) Coordinate maintenance schedules tbr generation resources operated as part of the PJM 
('ontr~d AreaRcgion; 

(j) Determine and declare that an Emergency exists or has ceased to exist in all or any part 
of the PJM C~t ro l  Areal~eei~?9 or announce that an Emergency exists or ceases to exist in a Control 
Area interconnected with the PJM ('~mtrol AfeaRegion; 

(k) Enter into agreements for (i) the transfer of energy in Emergencies in the PJM ( ' o m ~  
Area Rcgit~n or in a Control Area interconnected with the PJM (-'~trol Area Region and (ii) mutual 
suplx~rt in such Emergencies with other Control Areas interconnected with the PJM ('antra] 
AreaRcginn; and 

(I) Coordinate the curtailment or shedding of load, or other measures appropriate to 
alleviate an Emergency, to preserve reliability in accordance with FERC. NERC or MAAC Applicab!c 
Regional Rcliabilit 3 Council principles, guidelines, standards and requirements and the PJM Manuals. 
and to ensure the operation of the PJM ~_'~mt~l A~-'~.Region in accordance with Good Utility Practice. 
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[Sheet Nns. 193 - 196 Reserved fi)r Future | ;se I 
SGH EI)ULE 8A 

I)EIA, X ;ATION OF I)JM WEST REGION R E I , I A B I L r r v  R~k~;I;()NSIHI[,ITIES 

I. I )EI , I ,X;ATI()N 

Ihe ~lhw,.it:~g respo~-hilities shall he deleg'~.t-~ t,a ,the ()lt]ce of  the Intercom~:tion hv the 
parties to !I~ Reliability Ass~r-anee Ag.reemera-West. 

2-, N E W  I'AI~'I'I ~ 

With re~a~ to the.-addition, v,,i~l'n.h'awal or re~w~val of a party to the Reliability Assurance 
Agreemen!-West. !he ()flice of'the lnterc,m~ec~ion shall: 

(a~ Receive and evaluate the inlbnrmtion suNni~ed by entities that plan to ser~e loads 
~ithm the PJM ~,'es! Regd*m. indtRling e~ifies v ~ ,  part~*'4pation m the Agreemen! ~,ill e~pand the 
I~)urdaries of  !he PJM Region. stEh evahJathm to he condu~qed in accordm~ce v~i!h !he requirements of  
the ~)~eliahil~t* A~snrarv~,e Agreen~e~t-Wesl- and 

~h) t-valuate the effects of ll~e wid~drav, al ~w removal of  a party l?om the Reliability 
Assurance Agreemem-Wesa. 

3. I.MI'tA,;MEN'i 'ATION O1," R E I A A B I I , r r v  ASSI;RAN( 'F A(;REEMEN't-~,~E~T 

~'ith regard to fl~e implemen~atkm of the pr<~,'isio,s of  tim Rel~-ahilhy Assurm~c~e Agreement- 
~est.  the 4 )ffice e,f d~e lote~c-~nnect ~,~ .,+hall: 

~a,~ Rec-eive all required data and ti~recasls fi'om the parties to tl~e ReliaNlity Assurance 
A~Feement-Wes~ al~| ~ber  c , ~ s  of('-afl.~it y Resources: 

{h) Perlb.~n all c-ateulati, ms and a~a .lyses .eeessary to determine the eapacit 2 oNigati,.,,s 
imD)sed under the Keliabili~ Assurmace Agreement-West: 

(~')  Monitor the om'q~iance ,~t" each paft.~ to the Reliability Assurance Agreemem-~es! 
~ith its obligafi~,s umler the.14eliabil~. Assure~ce Agreen~-ea-We.,,t: 

+d) Keep cost-¢~e~rds,4md bill ~ l l e e , , - a n y  cos~s-~ charges due 4~-~n the~aarties ~ h e  
R-eflability A-s~wm~c-e Agreemen~Wes~ ~ di~rib~e tlRW,* "~harges in--ae,c-ordanee ~,ith fl~e terms ~" the 
R-el ia bifiEy' -A ss~mnee Agreement-Wes~ 

. . . .  -~) ~ i s t  with4he de~l~,m~em-ogn~s ~av, h~oc~,~- .s  for-~ermini~g and &-.m~msmmng 

-~q E:::'ah!!sh :he c a f u ~ 4 1 i t y - ~ i v e ~ b i l i ~ ,  o f - ( ~ i t y  R~sourees--eemsi-s4e~ ~,i-ff~he 
ree~uireme~s o f t he -R-~ ia biliay-A ssura~-e~ greevaem- West4, 

(~--9-- ( 'olk-~and n'minmin genc-.,~wr a,,,eik@+ility@~,t~; 

fl~) ~ m~y-~t4~er f~.~.~s ,  s t~%s OF~n~ly~s - r ~ r e d  ~-~mi,'@s~er the Reliabi4ity 
Asswe,~e Agreement.~es~ 
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{i} ( '~rdi r ta te  n'mirtt~rawce sched~des tbr gel*erati.a~ resa*orees operated as flt,a tfflhe P.IM 
West R.egion: 

t i) l)etennifte and declare ~ an l'~mergency e-x4~s or has ceased to exist in all or ~ [~fft 
o|" the PJM %esl Region or anm~d~e that an F;mergen~ e.~isls or ceases to exist in a ('o~'.trol Area 
i~te.rc~n,ected v.ith rite PJM West Region: 

t k ~ limer int*~ agreements t~*r (i ~ the tra,s~er oFe~g.;v  iD t~n~erge,cies in the PJM Kegi~n or 
i ,  a Conrail Area interc~t*et'-ted with the PJM Reg4~m a~t  {ii) mutual stq~0*w~ in st~ch t-merg~*cies ~.ith 
other (:zontnvl Areas interc.~mnecAed-~*ith the PJM Regio~ m ~  

~1~ (A~-dinate the curtailmeea- en" shedding o f  load. ~r other measures appn~r~.ate to 
alk-°*iate an l imerge,cy,  to preserve reliability in at~c-t~rdm~e ~.ith. l;.t~q( ", N t ' R (  ~r ECAR princ.iples. 
~fideline~.. standards a*~ .retlt~ire~vvents and the PJM Mammb.. a t~  t*~ eDsure tl~ operation o f  the PJM 
West Region in ~ "~muda~e with G ~ t  LJfility Practice. 
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['4( 711 r-~qq, q-.,~, 811 

I)I,:I,F,(;A'I'tON ()~-P~M ['~OUTII KIz, GIO-N RF 'L IABtL IT¥ t4~/~PONNIBIt,il ' iKS 

.. . . . .  4-)F~ ,.F.,GA T ION 

The t~41o~,ing r e ~ e ~  ~all be ~ -  a~ the Office -~" the lnterc~vaee!ion by !he 
parties to the Reliability A.'~-~-e-Agreement-~,~t~h~ 

2. NIg~,~I:ARI"I ES 

%Vith regard 1o ~he -additkm, withdrawul ~,r rem,~vnl <,f a p~wty [o the Reliability Assurm~e 
Agreen~enl-Soulh. the Office of'the Intercon~e,;'~k-m shalh 

(a) Receive and ewal~e the intormafion suha~it!ed hy entities !hat plan to serve i~ds 
within [he P.,IM ~uth  Region. inc4ndi~ entities wl~se peFIkgpation in the Agreement will e-x~md the 
hout~aries of  the ~zJ~%l .~mlh R e ~ ,  . .~h evahm6on !o he c,ntOoc[ed b~ accordance v~ilh tile 
requirements of the relmls41i-~y Assnrmvce Agreement-South: and 

(b) l,valua~ t|~e efl;~cts of the ~,4!heh'aw:al or removal of a parly lh~ the Reliah4lhy 
A ~,nurance Agreen~ent-,%outh. 

3. I M P I & ) M I ~ T A T I O N  OF" RKt, IARI | . I I "Y A~ , I IRANCE AGREEMKNT-~4OI;I"H 

With regard to the implen~'-'m~4+~ of  the Provisions of  the Reliability A.,,~rance Agr~-~,e~t- 
,%~uth. the Office of  the Interc(~mecfion s~4h 

(~O Receive ell required dma and fi~recasls th,'n fl~ p~r~les 1o the Reliability Assurance 
A ~ r e ~ n t - ~ i h  and c~l~ owners of('apacity Re~+~H~-~; 

(h) I'edbrm all ~al~ulations and m m l ~  ~,ecessary [o ~letePmine the Forec--a~ P*~I 
Reqniremem and the c~h~m,=ity obligations imt~,.~d under the Relial~i~ Assurance Agreemenl-~uth. 
inclnding perh~l~ ~eviews oftt~e capa¢4~' ~,e~efi! margin Ibr c ~ s i ~ v e y  with the I~ha141hy Principles 
and Stm~tard.... as !he I~-wegoing terms are det~aed in !he Reliability A.'~su~unce A g r e e ~ o t h ;  

Monitor @ ::;mp!i;mcc of et~c~ t, varty ~ the-R-t4iabilily AsstH'-a,a,c-e Affeemenl-.~l,h 
with its ~¢~igations under 4 h e ~ y  Assurance Agreeme~t--go~h: 

(d) K c - - , e f ~ , - a ~  hill and "~lee~my~-ests or charges-due from the p~.ies-~-the 
R e l i ~ m . c e  Agr ." d i ~ , t r i ~ g e s  in ~ with the lerm~ ~" 
the Reliebilhy-A ,,~,umnc.e 

(e}-----Assi~ with the d e v ~  end proc-educes4br-determinh~ dem~ms~rmh~g 
t ~ y  o I ' ( " a ~  

(4) . . . . .  " ~smb]k,h-~4~e e ~ , ~ , i l ~ . ~ y  ot" Capaci:y Re::~:rces e ~  the 
re.~firemems of the g e l i a b i l 4 ~ y - ~ g r e e m e r ~ - S o u t h ~  
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ch) Pe~'/brn} ~n}y ,qhet t;c,'ecasts, sti*dies ~r a~mly~,es required t~ admlnister the Rellabilit? 
Assura~'e Agreen~ent-~u0~: 

(i) ('*.~rdint~te maintenance schedules li." generati*.~ re~t~rces opera,ted as part of the I ' JM 

0 ) l)elermine and de~4a~ that an timergency e~i-sts or has ceased a~ exist in all t~ a~y part 
of ~he I~M ~ u t h  Region e~" a + m e ~ : e  that an limer-ge~cy exists (~ ~ t~ e~is! in a (:onln~t Area 
inte~'c~,u~ected with Ihe PJM ~ u t h  Regitm: 

tk) t:~nter into a,~eements tbr {i) the t r a ~  of  energy in ~mergencies i~t the I)JM ~'.ut-h 
Region ,~r in a t.'ontrol Area interc-em~,~c-ted with the }).|M ~,,.~ut4t Regk~n and ~ii) ~attua| supp~a in sta:h 
hmergenc4es with other Control Area~ irdercon.ected with the P.IM ~ u t h  Regi~,: and 

O) ('~.~rdinate the curlailn~nt or 4~edd*ng of load., or ether meast~res appropriate te 
alleviate an |~ft~ergeac.v. to preser~,,e reliabilit~ ia ~c~rda.*:e v*itt~ FtiR('. NI"R(" or SER(' prh~'iples. 
guidelines, standards and requirements a ,~  the I)-JM Maf'*tmls. ~ d  ~ ensure the ,-v/vera6of~ ~I" ~he I~JM 
~ u t h  Kegk.t in accordance with (k~M I !tility Prm:tice. 
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,~-.-I It,;I ) I ;  i ,E--9 

_PJM (20NTROI-,-AREA-EMERGI,TII('y t 'RO( 'E t IURE (:44-ARGEg 

I. E M  ER4'4,ENC V -P R(  X?F,L~ J R E ( :~! A R(~i," 

I . t  t~olh~,~,ing an li+l:tergewe~, lbe c~mphance o-fLetxh l~t r tbef  with the iusii't~tio.s o f  the 
()tllt:e o f  the lnterconne,etiott shall be evalattled hy the Otl]ee o f  the Interc-oncl~clion. If: based oft such 
evaittatiott, it is deterffiilved ~ a Member 17tiled- Io t '~ t t~y  with t l~  iustri+c-iious o f  the ( ) I c e  o f  the 
h~ter~:~t~t~ection to infftlemeDt P-JM ente~gency l'wo~edures< that lldember shall detneltstrate .t~tat it 
eMp~-i-~'~l its best-ellbtas to eomply with such 4t~ttatctiol-i~. ht ~ evenl-a l~|elt-tber i{tited to en~4-~y it~ 
be~ ellbrls k~ e ~ p l y  with the .mstructio~ of  the ()fiiee of the lntereonneciio~, that Member shall f~. 
{Rnless ~therwise paid ~ the Member tiitder the Keliabili W Assurance Agr-eettvent an emergert~. 
I'n'~'edure t:llitrge as ~l tows: 

(a) For e~'h n~gttw-ait o f  v~ltage reducti~.t thai was t ~  imple+~nted a~ direc4ed, despite 
beit~ +.'.al~hle ~+t" impletneulatiot~: the Member sha41 pay 365 times live daily delk'ienc,. ~ ie per 
ttiegawatl set |~trth iu ,%ecti~-A c,f ~.~l:21vedule I I ~.l'the Reliability A.~uraty,:~ ATreet~.teui: 

{hi l 'or eac'h 'megawaH of k'ead ~ i  was t ~  eh'~ffff,,ed as direc-ted, the M~t~be~: shall pay 730 
time~, the daily deliciency rate per r,t%.,,-awat! set lbrth in get'tion A of ScJ~edule I I of the Reliability 
A.,,~uratv~e Agree~¥~PA: at~d 

(c) I-,~- each megawa, of :AIM (as delifved iu the l<eliahility Assurance Agreen~-~H that 
was ,~',t imIden~enled -as directed, arid fi-w-each tr~u6--:a,.~.alt o f  a ('apaeity Re-~lurce 0~at was ~.~t ,wade 
available as directed despite being capable of  pr~duc'iug e~ve~'-gy at-.the time:~vd that h, deliverable to ',4te 
PJM ('*mtrc,| Area in the case o|'a.CoFac'~-y Rem~,uree l,,,,cated-o~Jtside o.fthe PJ~M ('ontr~t Area=the Po.rtv 
shall pay M,5 time~ tha daiiy-deficiency rate per uvegawatt ~et |L',r~d~ in Seetion A ~f Scheehde I l o/'tbe 
Re4iahilit.v Assurance Agreement. 

2. I)I~;TRIBU'I:ION OF EMER(44r~NCY P4#,OCEI~I;RE CIIARGES 

t I  (:~walflying.P~rtie~. 

Iqixh Member thai h~s c~,nplied with the emergency pr~v, cedures in~pt-,sed I"9. this Agreement 
dteing ae.i4mergeneyr;,-withotehnt~rv~ proc-edure c-haege, shaig-share-4n any emergenc-v 
Woeedure ehm'ges paid-by any~lhef Member that4ms failed to .satisfy ~id-~ligat-ion during such 
Emer-geney in a~eq~table~nannef.~be-delerminedby O~-PJIM P, oafd. 

. . . .  2 , ~ -  A I ~ .  

--. 4aqhe e-~em el! o f 4 h e A 4 e ~ ~  ~-m~,gene-y-.pr~eedme~:harges-with ~-spec~-to-an 
~ , v e r g e ~ ,  the-~-edet:,e~rges-feleled-Ioqhat d:~a~ergenc-y-.',;hal|-be 4 i s t ~  m-an 
et~mbte manner as~eeted  byahe4~Mq~,ard. 
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~'~;H Et)UI~E 9A 

I ' , IM WEg,'t: REG4ON.EMERGENCY PROGEi)I /RE (. ' t lARGEg 

I .  E M E R G E N ( ' Y  I ' R ( X : I , ~ U R E  C t t A R G E  

I ~I l:olh~winL.~ an li,~rg:er~-y, 4Jae ~ m p l i a ~ ¢  ~.t" e,a.~ Member with the i ~ l ~  el" ~e  
()ll]¢e o f  the lnle~c,mnection shall be evaluated by the ()ll~¢e o f  the Inlerc-~.~neclion. If. based ~.i such 
e~ahmlion, it is detecn~ir~l t l~l a Member tailed Io comply ~i-lh the instr~tions o f  lbe @ e l ' @  
l+~lecc(m~-~lion to imp]emellt P~IMI emerge~:y l~Oeedur-es; that IVlemh~ .~a~ 4 ~ a ~ - ~ - l ~ I t  it 
emph~yed its best eflbrls to c-~'~ly with stech i~istr~li~Is, h~-lhe event a Memher failed t o - ~ y - i l s  
best eflbrls to ¢ ~ p l y  with tbe inslnff:lions o f  ti~e 4 ~;,t:e o f  the Inter~onne~tk~. ',hal N~mber M~all l~y 
iunless ~ r ~ i s e  paid by the Member under the R-eliahi~hy Assuram.'e A~-eeme~-West~ an emerge~'y 
i'w~ "*~-,~e c4~rge as IbIlows: 

{al F~w eacq] megw,~.all ,it" voltage redt~-~m thal was n~l 4~r~l.emente4 as directed, despite 
being capable of  implementation, the ..N.lem%~ sI~li pay 365 times the daily deficief~y rate per 
l'negawatl ~ . ~  il~ ~4i~-~ A el" ~,¢l~lule l I oft-he Reliabilily Ass~-m~-e A~.Feemef~l-~,'est: 

(h,~ For each megawm~ o f  h-,ad d~t was l ~ ' l  d l ' o [ ~ ]  i~i ~ '~Fe~. lh~ N|ember shall Pay 7.~O 
times the daily ,Jel~ien¢-y tale per megawall sel ~q~  ht ~ecti~.~ A el" . - ~ e ~ l e  l I el" the Reliability 
Assoral~-e A,~reel~enl-West: and 

(e) ~ "  each n~gav.att o f  A I .M {as deI~ed in the Relk~il~l-y Assurance Agreemenl-West) 
that was n,~ i~-r-r~h~ed as directed and fi~r e~h  t~.-~a,,~-all n f  a Cal~-ity Ke,,z~r~-e thal was m~t made 
available as directed d e . h e  bein~ C-al~hle o f  pr,~.h~m~a ~ergy  at the lin~e, al~ II~4 i~-d~livemhle (o the 
PJM West Re, ion in the case o fa  ('apac41y Resource hKated outside el'lhe PJM West Regi(.~, the Party 
shall Pay 365 limes the ~aiiy deficiency rate r~er n'le~..~'a',valt set Ibr~b in ,~ '6on A o-f Nchedule I I o f  the 
Relial'41ity Assurm~e Agreement-West, 

2. I ) I S T R I B U T I O N  OF K M K R G g N ( ' Y  PRO( 'KI I I ;RI ; .  ( ' i l A R G I ~  

2.1 (~mplyi~l~ P~r|ies. 

I',i~:h Meml~r tbe ~, ~ ~ ,~p l ied with the en~er~et~.'y procedures-4ml~d hy this Agreen~t! 
during an t~m:trge::~.';.', ;:id;~t:', h,,curring a n . @  .pfoc.edure ehaege¢..M'e4I share in any ~-hcgee:-y/ 
pr~edu~-eher~es-f~aid by any ~her MembeF 4hm-4~as failed u~ ~ said ohl iga6~ d ~ l  
Emergenc-y -in a n - ~  ~o be determined4w~JM Board. 

..... ~- ~ -P-a~ies. 

,h~ @~eet all of the Members ~ emergen¢~,.~oeedum charges wi~-~ 40 an 
~ m ~ - ~ c - ~ - e m e r ~ y  pc .- ~o ~ , ~ - ~ m e ~ n c y  . ".- " in an 
equitable.manner as d i r e ~ ~ M  8oard. 
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SCHEDUI,E I I 

P,IM (;AP-AGITY CREI)I I '  MARKETS IN P~M REGION 

I. gURI ' ( )SES AN I) OP,,I I,XTt'tVf-~ 

I . t  PJM ('ulmeity Credi6M.rkets  in PJM Region. 

This Schedule sc4s-.G~,'tb the pr~veeda~es applicable to the operatio~ o f  the PJM (.:apaeity 
('redit Markets in tile P.IM Region. The P.4-M Capacity 4q-edi.l Markets ',',411 alloy, Mark~t-garticipants 
t,t) buy and sell C~pa¢ity Credits.m-market clearing f~ices that ace e~tahlisbed by- the PJM ('upacity 
,kq'edit Markets o ~  made public ~ 4he Office **l" the Interconne~etb..m. "I he PJM (:opacity ("redi! 
Markets shall be administered by the Office of Inler¢onnection in accordance v, ith the prb~iples aml 
pr~v~edures spe,c~.tied h~ tbis ~I~edule: 

i.2 {Reserved,| 

1.3 Use of (:~almeity Credits. 

An entity may ~ ('opacity (_:redits to mee! nil or part of  its capacity obliguli~m-s .,intr~.,~d 
under ~be Reliability As-~n'ance Agreement: or Re ab ty Assurance A ~ , a e n t - W e s t .  or Reliability 
Assnrane¢ Agreement-~'+uth~- . ~ b  Capacity (_'cede.Is may be ~ e d  by them~lve-s~ or along ,,vith any 
o~her of~ions lbr ~r~-~ting cupaci~-~,h~*ations imposed under the geliability A . '~u r~e  Agreeme~t. 
Rel iaNl i~  Assurance Agrcc.n~nt-West or Reliability Asmt+aca:e Agreemetvt--~tth. 

~; • I)EFtNFT4ONS 

1 ;nle.'.s the context otberw/s¢ specilie~, or requires, capitalized terms nsed in this Schedule 
shall have the respective meani-ngs assigned l~.-weln or in the Agreement li+r..-a4l purl~*ses of  tbi~ 
g.ebedule (such definitions to be equalt~ applicable to l~,th the singular and the plural Ibrms of the 
terms de lh~ l ) .  

2. I Buy Bid. 

"'Buy Bid" shall mean a bid to ~ Capacily ('redits in a PJM Gapacity ('rcdi-t Market. 

M Capae i l  V (:;redil. 

. . . .  " ' C a p a c - i l - y ~ "  shall mean-an-emitlementa* o - s p e c ~ m b e r  ~,nl,~,~t-wfltls Of [ Jnl~g-~'~d 
(:opacity from a (q~ac-i~y-geta~urce for-4he-p~T~*se of-sal4sfying eapac~y obligations4mpo~d under 
the Reliability .Assurance Agr~eme~, Reliabilit~Assurenc-e. Agreement--We~, or RdioNlity 

Agrc,:,,"qc,q: Sc'-th, s'.~-h e n l i t 4 t ~ n t - ~ t  8~ ~ any-cntil4ement ~ p u t  ~/-4he 
('opacity Re-so~a~. ~-,tely tbr-f,m:poses of  the-P4M Installed Capacity Gredil- Markets. the-term 
Gapac4ty ( ' rcdi:  "ah::; ...... r-efer-4-~-er~qts .fo~ ~ ( 'apaeib'-d~ing the4nter-im Peried-~,~r-~ 
( 'omEd Zone. 
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~..~A ('oral,hi Z~me. 

"'('oml(d Zone" shall have lhe .leaning specified in ,%chedule 17 of the |,~.eliability Assurance 
Agreement- ~'est. 

2.3 Capacity. Resourees. 

"'tC-apac.ity Resources" shall have ~he meani~,~g specitied h~ the ReliabiliLv Assuraf~ce 
Agreement Reliability Assu~'a~c-e Agreen~en~-We~4. or44eliabili~y Assurmrc-e Agreentent-.qo~tfl~. 

2.4 blo|hlay. 

"l|oliday'" shall ~ean  a federal or s~ate holiday des4gnated by the Office of Ihe 
lntere~mection fi~r recogniti~ m the conduc! ,~ PJM I)aily (:apaeit~ ('redil Markets. 

2.4A Inst~led Catmeily. '. 

"installed ('apacity'" shall have the meanin,g specitied in ~hedule 17 of the Reliahil;,ty 
Assurance A~.reeme~-~Ce~. 

2.4B lnler4m P~.-~riod. 

"lnterin~ Peri~nt" shall- have the .'tea.ing speeitied h't b;ehedu~ 17 o1" the R ~ i a b ~ .  
Assura.ce Agreement -We~. 

2.5 J~M~aflaei ty  Credit Market. 

"'l~M-~Lapa~-ity ('red~t Market:' shal4 mean the PJM l)aily ('apa~'iL-y-(:red|! Market add - ~  
PJM M,~nfi~ t.'apacity Credit Market:. 
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] ,6  P J M  Dally C a p ~ i t y  C=r-edi; Mar -kS ,  

"'P.IM l)ail? ( 'apaci ty  Credit Market" :.,halt mean a competitive market, administered by the 
(N'6c.e a t ' the  Intero..meeliem m-e~z~r-~a~ee with tile provisions of.this Schedule. fbr the f~rel-mse and 
sale o f (  apacity ,£'redit~ li*r the business day fidlowing the day on which the marke! is c-~mducted or 
IbF ~ imer,.ening weekend day or I loliday: 

~2.6A P J M  tnsl~lled Cui~e iCy '~red i l  M~rkel ,  

"'P.IM Installed C~pae-ily C-redit Market" shall mea~ a c~mpetitive market.  ~dministered h~ 
the Office o f  the Inter-eo~m-eetion in accordance with the provisions-otz~-:Sehed~le,  tbr the purchase 
and ~ o f  t~redils tbr Installed ( ' a ~ . '  ~ the Interim Period, or 0ny month thereof: in t l~  ~ .ml~d  
Zone. 

2.7 P,IM Month ly  Calmei ly  ( : r ad i i  Marke t .  

"'PJM Monthly Capaeh-y .t~,edit Marker '  ~,hall mean a c~.npetitive market, administ~-~l 
the ()Itice o f  the lnterconneclion in a..:~n~l-~-e with the provisions o f  this ,'¢,chedule. lbr the purchase 
and ~ l e  ~*f ("apea:ity Credits Ibr e~4~ ~*r~ar~. ~"  the t,,,,.el,~,e m~mt4as-foH~-~,,,.hvg the nRmth during which 
the ~r~r~et i~ ~'onducted. ~ l e l y  Ibr purposes ~I" the Coml~J ~,-me4u~i~g.lhe Interim Period. PJM 
Merahly ( 'apaci ty  ( 'redi! Markets a l ~  ...~hall ret;~r to separate monthly PJM Installed ( 'apaci ty  ( 'redit  
Marke~s. 

2.8 Sell Offer .  

"'Sell OffeF:" ~hall mean an oflbr to sell ( ~ y  (-:r~,Mi~4waqagM ~ .  ' Gr~dit Market. 

2.9 I;nforeed Calmei ty .  

"'i;nK,-~-ed (~l'eacity'" shall have t l ~ e - ~ - ~  m . - 4 - h e - - ~ - . . - , % s . ' i ' c H ~ e , ¢  
Agreemen t  Relial~ity' Assurance Agreement-West.  and Reliabililty Assurance Agreemen t -~u th .  

JAil  Up--To Bloek. 

"'[ Jp'-'l'o Block" shall mean a ,sell Oflbr ~:,r Bay  Bid t i~ a - ~ i t y  o f  Cal:mei~y &:redhs t-~lnat to 
or l e~  t~,~an ~ . ~ i 6 e d  quantity. 

• , 1 1 [ ,  I ~  I ~ / 1 1  / ~  I I ~  I I 1 " ~ 1 " 1 " I ~  / ~ t l D I k ,  l % l ,  • ~ ,  • 3 .  P A R T | C - I P - A : I ' I O N  IN :I- . . . . . . . . . . . . . . . . . . . . . . . . . . .  t . M A R K E  i 

A M e ~ r g ~ . ~ - ~ b l e 4 - o  i~rtieil~le in any o f  the PJM ( 'arn~ily Credit Markets b~ 
l ~ a  M ~ k e t  l ~ - ~ r - a -  . . -as-m~y ~e . . . . . . .  :^'~ : . . . . . . . . . .  ~ . . . . . .  with the 
provisions o f  Sc.hed~te-4-of-rt~Agfeement. In order to p~rti~ipate in any o f  the PJM Capacity ( ' redit  
M ~ k ~ e , a r , ~ M ~ - e t - ~  also eitheF must be-. " " will. l~c-ome ~ - ~  
I~ntily in the PJM R ~ - f e a p ,  y',~,, the Reliability Assurance Agreement.  Reliability Assurance 
A ' ~ - W  O ~ l ; . k ; l ; * . ,  a . . . . . . . . . . . . .  A . . . . . . . . .  c . . . . , I .  . . . . . . . . .  : . . ~ 1  . . . . .  / I . . i  k . . . . .  # ~ O ' 1 ~ ' ~ 1 t l t ~ ]  

obligation te ~ - ( i ~ : l ~ x l i n g  sales for resale) which will be used in the PJM ~%-,km: -A 
." '~ participate i PJM-C . . . . .  :,., , - , .d : ,  ~,,..L . . . . .  : . . . . .  t. . . . . . . . . .  s.,,, ,it h 

( q ~ e i t y  Credits available to  se41.-in . . . . . . . . .  :.-f i:.,~ ......... : . . . . .  ~ " • ' " ' : " -  : . . . . . . .  "4 under the Reliebilit,. 
• ,~, . . . . . . . . . . . . . . . . . . . . . . .  ; A.~urancc- l-West,--ur - at- 

South a n d - ~ m , c t u a l  obligations to sell . . . .  :,., ,:.•.h,,~: . . . . .  :.~ ¢ . . . . . .  ,~, c.~ ...... : , . . . . . . . . . .  ~. . . . . . . . . . . . . . . . . . . . .  :::; determined in 
accordan,ce with ,seetio~ 6;t  :~. 
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3.2 Effect of ~ t h d r a w a l .  

Wilhdrawul ~'rom the Agreemen! shall not relieve a Mark.el Parlic-ipant of any obligattort to 
l:urffi.~ or pay tbr Gapacil-). ('redils if~cu~'ed in c-~mee6e~ ~ilh parlicipalion in a PJM (Capaci',~ 
('redi! Market prior to st~'~ will'~l.rav,.a|. Io pay ils share of  any lees and cktarges incurred or asses~'d 
by ~ Of'lice of  the Inlerconnecli~ prior Io the dale of  such wilhdrawal, or Io l'uIl]]l at~y ol~ligal~m 
U~ p~vide i~lemni41c-ali~m for the ~nseffuences of  acts~ emissiot~ or evenls occurring ~ie~r-a~ such 
v.ilhdr-awa|: and prov~Jed, furl-her, l l~l will~Irawal lh.n this 
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Agreement shall not relieve any Mariner I'aFticil~nt of a ,y  ~.bligations it may have under, o~ 
¢~nstit~.tle witl~lraw01 fromr any R-eh~led P J M . A g r ~ e n t .  

4. RI`:~,p()NSll]III,ITIES Ol`" Till,:- OFbqCE OF TIlE INTEbI( ' ( )NNECTION 

4.1 ()per~tkm of the PdM (~paei ty  Credit Market. 

l'he O|'fic-e of the htterco~mecli~ shall (~ ra t e - the  PJM ('apa~ity ~'-redit Markets in 
ac-c-orda~e wk-h the provisions (d" thi~i Sekedule trod applie~ble l~'ovi-sions o-f the Agreeme~m the 
Reliabilit',, Assurm~ce Agreement. and fhe Relial~ility Assurm~ce Agreement-~'est. O ~ t i o n  of the 
P.IM ('api~eity Credit Market, rshall include, but m~t be limited to,5~ovision of the4bllowing services~ 

i) [-)etermining the q~mlilicati(*n ofenlille~, Io become Market l).a-rtiCil~f'~t~.: 

ii) Administering t-t~ PJ..%I (aI'n~it~ (:redil Markets: 

iib Ac-~unting |bF PJM (:apa~ky ('redi! Mm'ket trar~ste~-tiof~s, i.nchMing .~m~t f~ol- limited to 
rendering bills to, receivi~g payments from. and di~ursing payments to, p0rticipants 
in -hhe PJM C~.acity&'redit Markets: 

i~.) Mai,t0k-ring such ~c~rds of  ~ l l  Ot'l~rs and Bt~ Bids. cle.~H'ing price determinatively. 
a~.d other t~st",e~ts of  P.IM ('al~eeity ("redit Market-.transa.cti~m.~. as m0y be apfva~pria~' 
to the admit~i~ratk~'~ ,~l" the PJM ('apaciFy.Credit Market~-a~d 

~, I Moni-loring ~mpl ia ,ce  of  particiDmts in the PJM Capaeity Credit Markets with ~I~e 
provisi~D,', oI'~d~is ,'4ehedule and Ihe :\ereenlenl. 

4 t  l,leeord~ sml Reflorls. 

"l'ke of.17H:e o I ' ~  Interc,,m~ectien shah l',er~re and maietain such ~cor-d~ as .are re~(~ired tbr 
the administration of the PJM Cap~ity Credit ~larkels. [.:or e ~ h  day of  oper~ion t~t" It~ PJM 
Caf'n~qty ('re'dit Market~ the ()l'|~,c--e of  the Inter~o~mection .~all p u ~ s h ,  a~ specified beh~v,: ~ i) the 
price, if determined, a! whieh the PJM ('al'eacit) Credit Ma@et cleared: (ii) the t~tal volume of 
~-~pac4t~, ('redits purchased: and (iii) ~-wh other PJM (~almeity (.:~-~lit Market d-a-ta a~ may be 
af~ropr4ate t~ the el1~cie.nt and e~npelit,~v¢ operation of the PJM Cap,~ily~Tredk Ma~kets..con,',i~tent 
with l~n'e~ervation (*t" lhe c~.~.nfideo~k.dity el" c.~m'.ner+.:ially sensiti~,e-or I '~pridary inlbrmafion. 
Publi~tttion of  the-.Ibregok~g it~forn~tion ,.~all be by I'~stirtg.~m tke PJ&4 web sit~ Suc-h i.t:~'matio~ 
~al l  ~ e m ~  avuilable-on t-he PJM. web site 4br twelve momhs l ' r ~  the date of  f,,~sting. Tl~ ()l'i~ce 
of  the In-~.rcormectio~ shall~R~t disclose cormnerckdly ,sc-nsiti~,e oF~ropr4etary-infe ~r-mati'~ in any 
rel~rt or web ske l'~.,~ing. 

.K. - . .  ( ~ - I ~ , R : A - I ,  P I ~ ( ) V - I , ~ ( ) ~ ' J  

5 . 1 - -  Mm4cet4,~ler~.. 

Onl-y M ~ e t  ,~ le r s  "-skallk~e eligible t-~-~uhmit S~-ql-Offers. Market--Sellers ska41 comply, with 
the-~Fm-s-aa~ cvn-Ji:ien~ of ~ q l - O f t ~ , , r ~ ,  as -e ,~Mished-~ ~ - ~ a h e A m e r ,  eonm, et.~H-m 
ac-eorda~-e wi~  tMs4C, ched~e~c l  tl~-Agr~emem~. 

.-(-)nly-Mar4~, I~+ye~ rs-shellA~e e ~ b l e A o  sut~i t  ~ Bids. M ~ r ~ u y e r s  stva~.c~maply v~th 
tke terms and -e~ndi~ms *ff all -guy ~qids.--as established by-th~-Oflrlee of-t~e 4+lter~m~c-tion in 
ae~-ordareee wit~ this ,~hedt+le and the Agreemem. 
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5.3 Agents. 

A Market Participant may t~rlieipeHe in the PJM ('apaei~y Credit Markets tt*r...-~gh an agent. 
provided thai the Market Participant inlbrms the Of lice of the lnterconneelion in advance iD writing 
Of the ap~ i~men t  of  sut~ egtmt. A Mar~et P~,etieipant t~rti~if~mg in the PJM ( : ~  ('redi! 
Markets through an agent shall be b,.~und hy all ~d" the acts or r-epresentations of such agent ~ith 
respect In ~ra.sactions in the PJM ('opacity ('~'edit Markets. ar~ shall ensure that any m~ch agent 
ex,mplies ,,,,.id~ ~ r-equirements of this %chedtde end the Agreeme~. 

5.4 .  • ( ; e n e r u l ( ) l d i g e l i e n s o f M n * ' 4 e ~  l 'or l ie i lmnts.  

liach M~rket Parti,:i~nt shell comply ~itb all la~s and r-eg~lmions applicable 0o tbe 
operatie~n ~|'the P.IM Capa*zity Credit Market~ arid the use of(_'apac~. Credits, m~  shall ~ l d y  v.ith 
all appli.c-able provisi~s of-d~is Schedule, ~ Agrt-ement. a~d-d~ R-tqi0bility Assurance A~e~ment. 
~ Reliability Assurance Agree~,.ltt-West. and all pr~xedures and requirements fi.',r the operati~m of 
the PJM Capacity ('redh Markets ond ~.be P.IM Region e~l-aMisbed by the (),ffi,t:~ of the 
lnlerconnection in accordance with the Ibregoirtg, 

5.5 R-t4al4onship ,ff (-zafmeity Credits to (~;upoeity ()hligatio~s Iml.~sed under the 
Reliability" ~ssuranee Agreement, Reliubilit:y ,Assurance Agreemtmt-Wes| . .r  
Reli~biti~ Assur-anee Agreement-,~uth. 

A m e g a ~ t  ef( 'apaciw (=r~ii! shall sati.,d~ a megav,.alt of copaeity ,t~.bligati,u~ im!m~ed under 
the Relia~lit~ Assurance Agreement or Reliebi|i*y Assurance Agreement-West L'epacity Credits 
p u ~ e d  fi'om a PJM (:opacity ('r~:lit Market shall nc~-he 0diusted Ibr t~-,z-ed outages or **thor 
rea.,,a~s. Because ('aI~city Credits ~e  based on Capacity Resources. r~, further capability ~" 
deliverabili~k.-'R-,~mstrations bey~.~ tho~ lbr tbe related ("al~city Pee~,-~e shall be required. 

~.6 I)efieient, y ( : h a r ~ .  

If the Of lice *~" the Interconrc-e~i~.~ determines that tl~ first Market ~.e[~,er in a PJM ('apaeity 
('redit Mnrke! of a Capacity Credit did tR~ ha~,e suflicient l!nft~e-eed Capacity (,t~" Installed ('apacit,,. 
in the case ~d" the ('oml'.'d ~ during the haerim Period) to s ~  the Capacity (~'edit transaction 
o! the time for which the (Tapaei.r.y' .Gredit was a ~  any such d tq- i .~-y  shall he satisfied 
thn~ugl~-paynwnt at" de-licqet~cy char-ges b~ such tirol Ma~'ket ,~eller ea "lc-.ukaed as specqtk-~'d in the 
Reliability Ass~r~nc,e Agree**~nt. Reliability Assurance Agreement-We-st: a ~  Reliability Assurance 
Agreenmnt-Sot*th. Ar~y a m o u n t s - " ~ t e d  from such def~iency charges *~holl he distri~*ted in 
aec~r-danc~e with the R-dia~ility Asstw.a~c--e-Agreement. R-t,q, ia l~ ,y  As~r0.c-e-Agr-et~nent-~,:e~t. add 
Reliability A ssura wee A greement-.~msh. 

$,7 - . ~ t  Trza.';m'~,:~c = 

.--Acquisition of-~(-:af'~-ity (~edit--sl:mll m~,l ent4tleq4~J*older to a Fi,neneial "t'ransmis-.~i~m 
Rh  t. 

Cc~.fide~.tla!'.'y, 

"Ikhc f~zlk~wing inti~ma6on-?,ubmined4o41~ OIIiee ~ n e e t "  " - t i ~  
PJM Capaeity~:redit-A4ar4~"'t ~'A'mll ~ f i d e n ~ a t i o n  f o r - ~  of  . ~ 6 o n  

1~lT-~'-Gt4"*e Agr~-,~ment+-." .(i) ~ and ~ of  all ~ / 4 u y  Bids: and {i.i4 4he 
t~vn~-and exmditions~ any4~ila~e~ tr.".n:ac:i~m.~ fe, r capaciw, or-C-ap~t-y.q-tedits. 
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6. OPERATION OF T I lE  PJM CAPACITY CREi) | ' |  MARKFT~, 

6. I ('oRtent o f  ,~ql Offers.  

6. I. I ~ , p e e i f ' ~ m s .  

~eH Of  lets ~ 4  s~cify~ 

i-) l h e  q u ~ l y  of'Caftan:try 6'redits ol'~:ed, in ineremeat~ ol'O. 1 megawatt: 

it) | h e  m i t ~ m . ~  price, in dollar,, and c ~ t s  I ~  " megawatt per  day. that will be 
wet, epled by-. the seller: 

iii) t;*~r a PJM Daily t:apa,city ('radii Market c(w~d~4,~ted o£t fl Friday ~ the day 
batiste-a l loliday, the dale.', on whieh the offered ('at'n~cily ( 'redils ma.~ be 
used: end 

h,) For a PJM Momhly ( 'apacily Credit Market. the month or months for whk'h 
the oflered ( 'apacity ( ' r~li ts  may be used. 

6.1.2 M a r k ~ , ~ - ' d  Offers.  

A Market .~,eller that is aud~rized b,, FER(" to sell electric getteruting eal~cit ' ,  at 
market-based pr-i~-es, or t-hat is m-~ required to ha~,e such atfflmrizati,¢~-, may -~t~'rmit ~ell ()l'l:ers to 
P.IM (~:al-ntcil~- (::radii Markets rhea specily market-based pric-e~ 

6, | .3  Avai|a|~lity' of ( 'afmeily Credi ts  fo r -~ le .  

i ) l'he Office of  the Intert, om~ecli~m .~tall ~ i n e  the maximtmt m e g a ~ { t s  of 
Cape,~ity (.'redh~ each Market .~ller may.oftbr in .a P.IM ('apacity Credit 
N|arket. through veril'~:-mion ~d" the availability el: m e g a ~ t t s  of t~a|3"acit) 
from: (a) (:opacity Resources, owned by or u~der contract to the Market 
Seller: ~b) rJgh~ *~btained in bilateral tr-em~ctiow,.~:-: ~,~) the r-esuh~, of l'~'ior PJ.M 
('apacit~ Credit Markets; and ~d) such othe~.inf'ormal-ion as m~y be available 
to the Ot'fice of  the lnter~:-~mne',c.tien. The ~ e  ol:~4~e lnter-~mne,eti~ may 
re eel Y,~II ()flers (~r portions of  Sell Offers li~ Capacity Credits determined 
by it m~! to be available |i-~- ~ale. 

it) t h e  Ofl.k-~ of five tmert'onne,.'tion steall determine tlre maximum altt~ttlfl! o |  
('-affacity ~q:edits e~,~-ilahle l ~ - ~ l e  i~-a PJM-(-capwcity -~edi t  Market as of  the 
beginni~,,g of the flerk~t dtH'i~g, whieh-l.~,uy Bids and ~ Offer-s are accepled 
tier-each market. ICe.enable ~ ()f",,qc-e-~f the 4 m e r c o * ~ a i o n  to make this 
detenminatiom, no bilateral mmsacti,m~s-for ~ i t y  -oF (.'alyaei0,. Credits 
afffflieW~e--~ the ~ k ~ l  ¢ < ~ J  by-e-PJM ~afmc-hy C~edit .,'v~d.~ will be 
processed-from t~ebegim~w~ff" the period ~,~--subm" "~sion of .~,P,I ( )lt:er~, and 
B u y - l ~ s  -for~l~t med,~ ~ oF:he ~.,,....~'-"-:-- ~ . . . . . .  : ' " ' "  

that ~a~ket. P-r~essi~g-of su~h~4aterat 4r-~sac~o~s will ~c-~m~mer~-e once 
all sales- |br~hel~mrk~,~e~e deemed-fimffes-speeif~ed belew~. 
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iiiJ In order t~,~ a bilateral transaction Ibr the purchase and sale or" a ('apttcit,, 
('redi! t~ he i:,~r~v,,'~;.s;ed by the ()l'tice of the ln~ercom~,,,lior< b~h  imtaie~ t~  the 
IrflltS~l~t~:~:l milS! no~il~ the ()flqce of the lnterconnectio, of the trflns|'~'t" 
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of Ibe ('apacily Credi! from the r, eller to tile buyer in accordance with 
pr~,4m'es establi-s-had by the () fl'~e ol'fl~e Inte~eon~ction, 

6.2 Content of Huy B4ds. 

Buy Bids shal! specify: 

i) l he  quantity of('apa.~y Credits d~ire, d. m incremems of O. I m~awau: 

it) The nv,~imum price, in &~llars awJ cams per megawaU per day. thal wi l l  be fmid b~ 
the buyer: 

i i i) }:or a l 'JM Daily ( ' ~ k y  Credi l  ~,4~irke! condtwled On a Friday *~r t l~ diiy l~&~re a 
I h~liday, lhe da~es Ibr which (:apacity Credits are c~esireg-and 

iv} For a P.IM l~a-mthly ( 'aff inity ('redi! Market. the nR'*nth ~.~ H1onths l~r which ('apa¢ily 
(.'redits tlre ~esired. 

6.3 Submissio. of Sell Offers and Buy Bids. 

l b e  SU~6SSiOD ~ff ,-~-4I t )t't:ers and Buy Bids shall be subject ~ ~ e  t b l l o w i ~  requirements: 

i) A yell Oi ler or B~-y. 4~,id thal fails Io specify f~'i~e or quanlil-y-, or file d~e (*r months 
6.," which Capacity ('redils are h~ he t l ~ l  i f  applicable, shall be rejecled by the Ol'l]~e 
o f  the Inlerc(~e~l ion. 

ii~ Al l  yell ()l'Ibrs m~l Buy Bids are Ibr an I ip-To l?,h~zk. 

ii i) Al l  Yell Offers and Btty li',ids l~.~ a PJM l)aily (~'-apacity Mar4~t must I~ r~ceived by 
the Ot'I~ce of the h~erconnecti~m durin8 a .,~-=cified r~ri,a~, us delemvined by lhe 
Ol'|]ce o f  th.e IDtercol11~--~'-c-tk~n. A Yell Oil;er or B~*y Bid may be withdrav~n by a 
notil]e~l~.~n o f  w i l l ~ w a l  received by the ()| 't~e o f  the h~tert:*mnettion al rely time 
during lhe lbregoin~ l~eri~l, bill may not be wil4vJrawn after lhnl peri,~l. 

i~) ,',:,ell Offers or Buy Bids fi.~r a PJM Daily Capacity Cr~l i t  Marke! conducted on a 
Mol~]ay. "l't~es~y. Wednesday. ,~r "I l~ir~lay that is ~-~. lhe day ~ r e  a Holiday shall 
be tbr ¢-apacity' cregils applicable to the lb|lov, m~ day. 

v} Yell ()|'l:~rs or ~uy Bids | ~  a I).IM I)ei]y ('apacily- ,.c~e'Jit Mnr4~t omdtwled on a 
f r iday orahe-day betbee-a-I loliday ~ designat~--t4%-,~ate, to a~l  ira:furling the next 
bu~es-~-day, t~--wkieh the ( - : e f l a~  Credit-s~re apflti-~e~. A separate PJ~A Daily 
(_'~lYaeity Credk-.Market ~ ¢-onduc4c~-c~q sutk4;r-id~y or da3-before a 14oliday 
fi:w Capacity ("red'Is-applicable ~o-ea~-h Ibitowi~g day, ~-and i iwh~-k~ the ne~! 
busi~ss day= 

, ,4+ ,~H-Offers a~ l -~uy  Bids--gt~ a PJM .~lem~ly (_'apa¢4~. Credit 4Vtac-ket must be 

by xq~ ()|'rice og-hhe Intereonne~ien for.4he--c--onduct otz-a-4aJM MomMy Capac4,'-y 
(%-~Ii~ Ma~-kel. A - g e g - 4 : ) ~  ma;' 5e :;'ffh'J:'.~;;':: .by. a . .~v~q~ ion  ~d" 
~ a ~ e i v e d - b y - 4 h e  ~ ~ . t i ~ m - a . t - - a n y  time--dur4ng the 
I b r ~ i o ~ o ~ - . ~ y ~ - ~  wi~Irewn-a,~ tha~ per4*~. 
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vii) ,~11 Ot'I:ers and I~.uy I~ids shall he s.bmitted or wkhdrawn ~,ia Ibe h+temet site 
decd~',-a..~c,d by. the Office of  the Intert~-~mee4i*~" [~'ovided. hov, ever. thu! if tha! 
Internet site cannot be aece,,+sed at ~my time dr+ring tbe l~'ri~l specified in the 
t~eb~i+~g pitragraph, a ~%ell Offer or Ih~y ~qid may be submitted or '.~khdra~++ by ~ 
facsimile transmitted to the number specified ~ +he Ott]ce of  the lnterc.,,n'~ection. 

6.-4 Gonduc! o f  P,IM Capaeif f  ('redi! MarKets. 

6.4. I P,IM I)aily C-epaeily Credi!  Markets. 

£ach b e s i ~ s s  day, l~lh~w'ing the st*hmission .of  .-~eN ()ll:ers and I~,tty t~,ids in 
act~)r4.a.nc~ wilh .lhe speciI'~,xl deadline Ibr P,IM l)ai|.v Capacity Credit Marke~s. a PJM Dai ly 
( "apacity ( "redil Mark~{~ s) 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Federal Government Policy 
September 29, 2006 

I.~ffective: June I. 2007 



Jnofficial FERC-Generated PDF of 20061004-0159 Received by FERC OSEC 09/29/2006 in Docket#: ER05-1410-000 

PJM lnterconnection. I_I..C. 
Third Revised Rate Schedule I:ERC No. 24 

Fourth Revised Sheet No. 204 
Superseding Second Revised Sheet No. 204 

will be c<,tducted. A PJM t~tily ('apac-ity ('redi! Market v, ill dear  .'-;ell Offers and Buy l~ids tbr 
Cu~e4t-y ("redits l~.~r use the nex4 husi ,ess day. and on Fr4dey{s or the day before a t IoNde, y. a separate 
Daily C-apaci!y ('redit Market(s) fi)r each in!ervening weekend day or l tolida.~ shell clear Sell Offers 
and Buy Bid~ ~- ( - : a f~4 ty  Credits Ibr su "eh d a~; .  

6.4.2 I',IM Monthly Calm¢il  ) Credit Markets .  

Following the m*l~,~ission of Sell Offers and P, uy t}ids in accordance with the 
specified dead4h~ Ibr tUM M*mthb (:'~n~it,, Credit Marke~.-.e..PJM Monthly ('apa~i.w (.q~edi! 
Market wiPr%e conducted, tit~.'h st-~-h. PJ-k4 M*~nthly Capacity L-'~ced4t Market v, ill clear Sell Ofl:e~: 
and Buy [4id~ liar ("opacity Credits l~r-u~e iB each of the Ibllowing twdvemondts .  

6,.5 Market  Clear ing  -Procedures. 

i} For p u r / ~ e s  ~" the rank orderi~tg and market clearing pr~vc-edt-w~ 4e~c-rihed hehw,. 
the ()flice of  the lnterconnection will: (a} evaluate all Sell Of'lets Ibr an l Ip-'l'o Bl~vck 
at the same pri~e a~ one ~:~ell Offer tbr an l~p--to P,l~ck. with the q tnm~y e~p.~al t~ 14~ 
Iota| quantity of  the eq~mlly-priced Sell t)fter+;;- a+K]. (b) evaluate all l}u~ Bids Ibr an 
l;p-To Bh~ck at tire ~ m e  price as one t}uy L~I liar an  l!p.-to l~,l~-k, v,4lh the quantity 
eqaal to the t~tal ~lua~ity of  the equal ly-p ly ,4  Buy I~.ids. 

ii-Y ' lhe Office of  the Inter~,~nection wilt rank order all .~,ell Offers a~t  P, uy Bids by 
price. Sell ()l'l~rs wi44. he ranked by lowes! price 4:w~ and then ranked in a.~endi,~ 
price order. Buy-PAds. will be ranked l ~  h ig l~ t -  price first and tbe~ ranked i÷~ 
de~cending price (~r4er. I~ t-he event that a Market Pa~'~ipant enters one or m*~re l~uy 
Rids wit4~ a price higher than the l(,v,e,~t offer price of  that Mar4~! Particil~nt'~, ~ell 
Offers. then all of  the Market Participant's t}uy Bids priced higher than its lay, as! 
priced Sell ()fl;er- she41 he re.~cted. 

iii) The (-)ffic-e *~l" the Inter~.:~-c-4h.~ will determine ~ s t  quantity of  Sell OP,~'~ 
and P,t*y Bids tbr which the price of  Ihe marginal &ell ()lt:er is equal !o or less !ha*~ 
the price of  the marginal I}uy Bid. The mark-el w~.ll clear at price specified in the 
marginal Sell ()fl;er. 

iv) If a marginal Sell ()4~L~" of l~,uy Bid is a ~mhina t ion  of Sell ()fl~:~ ~- l}uy P, id~ 
deemed to he a single ~¢~eg-after or Buy Bid fbr m~. l.;p-l"o P,I*,.'E as specified ab~we. 
fire quantity p u r s u e d  will he alloeated~er~)ng the combined -~14 -(.)l'ler~ or 
Buy{ B ids  in prof~,~-maeqhe quantities ~ each of  the comhi.ned4:,eJ, l Offers 
or-Buy l~.ids. 

~ ) - - P ; e t |  ~ell ~ ,the rerA erder-are~-pr-ic-es h ~ h e s ~  pric-e 
of  any Buy Bid ~m~ai~g. in the rank or.de~.4he market will he "ek~red with no 
t"e, mseet-io~s~, and a n~,rk~Lel~4wgf~-iee will not h~m~l. 

• .. Upem deteemimaiomof the m e d ~  es s ~ v e :  (a} e l ~ ~  a 
price equal ~e~eAe,>,>d~e the m e e k e ~ ~ - a n d  ~ - f r e m  the reek-eedeei~and lot 

sul]Mem-B~ej-Bi4~and e ~ ~  m a r ~ ~ v i l l  he deemed 
at the market ~ i c e ,  and.ell-Buy-PAds-at a p r i e e ~ t e r  than t 4 ~ e - ~ i ~ g  
price ~md-not-~em,)ved from the ~ i n g  and-.-for-whieh 4here is s ~ O f f e r  supply at or 
below the market clearing pr4ee will he deemed setisfied.~ the market ~ f f i ~ - e .  v, ith any [ lp--4~ 
Blocks split and pr,~rated as may he appropriate: aM t b ~ h e  
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accoums of Marke~ Sellers and Marke! Buyers will he credited or debded accordingly, l he  
t~,~eg~g de~ermina~ie~, .,~ha|| be made..and all .-sales and purchases shall be deemed final, as of 
specified times, as designated by tile Offic~e of O~e huerconnecfion, on the de~ on which each PJ.M 
Cap~'ity Mark,.-q is ~oe, dte,:4ed. 

6.7 141111~, 

The Oil]ca o f  the Inlerconnectiort shall prepare a hil l ing staten~'g tbr ea,.'4~ Market 
Par6~ipa~ in ~ wi-~h (he ~ha~L~s arid e-r~li-ts-spe~$ i~ ~-his ~4~edule, and sl~w~ing ~he ae~ 
am,~4m4 to be paid or received by each Marke! Pattieiffant: l~dJding statements Ibr PJM I-)aiN 
( _ - ' - a ~  Mo~k~-s ~d~all be r ~ r ~  ~ m g  ~ ¢ ~  et'~-,e~t me~th Pot C-~p~:ity Credits h<,ugh! and 
sok| in llv~ n~mh  just ended. Bil l ing sta~nems Ibr PJM M ~ t h l y  Capacity Credit Markets shall be 
rendered Ib||o~,hlg the end el" the m~mlh lot which the ('apacity ('re:lit applies. Bil l i~ ~&atements 
shall provide sult]ciem detail, as specified in the PJM Manoals~ to al low verific-alit~n o f  tl~e hil l ing 
amounts and completitm o f  ll~e Market Parl ici l~nl 's internal ac,~ounting. Payme~t o f  ,,,talemenls 
shall he made in accordal~e with the Agreemenl. 

6.8 T ime ~l~ndard.  

• Al l  0eadlines Ibr lhe s~bmis~i~m or ~,itl~Ir~v, al ~*I" ,Sell (-~'l:e~s ~ B u y  Bids. or lot  other 
~t rp~es  specified in lhis ,~chedule, shall be delermined by the time observed in lhe l-astern time 
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PROPOSED LETTER ORDER 

FEDERAL ENERGY REGULATORY COMMISSION 
WASHINGTON, D.C. 20426 

In Reply Refer To: 
Docket Nos. ER05-1410-000 and -001 

and EL05-148-000 and -001 

V 

Barry S. Spcctor 
Paul M. Flynn 
Wright & Talisman, P.C. 
1200 G Street, N.W. 
Suite 600 
Washington, D.C. 20005 

Dear Mr. Spector and Mr. Flynn: 

1. On September 29, 2006, on behalf of  the Settling Parties in Docket Nos. ER05- 
1410-000 and -001, and EL05-148-000 and -001, you filed a settlement agreement, which 
included revisions to the PJM Open Access Transmission Tarift" ("PJM Tariff"), 
Operating Agreement, and Reliability Assurance Agreement ("RAA"), which resolves all 
of  the issues in such dockets. Comments in this proceeding were filed by _ _  _ _  on 
October 19, 2006. Reply comments were filed by _ on November 20. 2006. 

2. The settlement agreement is in the public interest and is hereby accepted. The 
Commission's  acceptance of the settlement agreement does not constitute approval ot: or 
precedent regarding, any principle Dr issue in this proceeding. The Commission rctains 
the right to investigate the rates, terms and conditions under the just and reasonable and 
not unduly discriminatoD' or preferential standard of Section 206 of the Fedcral Power 
Act, 16 U.S.C. § 824e. 

3. The rate schedule designations are in compliance with Designation of Electric 
Rate Schedule Sheets, Order No. 614 (FERC Statutes and Regulations, Regulations 
Preambles July 1996-December 2000 ¶ 31,096 (2000)) and are accepted for filing as 
designated and made effective on June 1, 2007. The Commission grants waiver of  
section 35.3(a) of its regulations to permit such effective date. 

By direction of the Commission. 

Secretary 

Enclosure 

co: To All Parties 

v 
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CERTIFICATE OF SERVICE 

[ hereby certify' that pursu~mt to Rules 602(d) and 2010 (18 C.F.R. §§ 385.602(d) 

& 2010), I have served, either by paper or electronic sern'ice, the fDregoing d,,.)cun'lenls on 

all the parties listed on the official service list compiled by the Secretary in this 

proceeding, all PJM members, and all state commissions in the I'JM RegiDn. 

Dated at Washington, I).C., this 29 ~' day of September 2006. 

Paul M. Flynn 


