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January 9, 2018

The Honorable Kimberly D. Bose
Secretary

Federal Energy Regulatory Commission
888 First Street, N.E. Room 1A
Washington, D.C. 20426

Re: PJM Interconnection L.L.C., Docket No. ERI13-535-005
Compliance Filing concerning PJM’s Minimum Olffer Price Rule

Dear Secretary Bose:

In compliance with the December 8, 2017 Order of the Federal Energy Regulatory
Commission (“Commission”) in the above referenced proceeding,’ PYM Interconnection, L.L.C.
(“PJM”) submits modifications to the PIM Open Access Transmission Tariff (“Tariff”). These
changes will be effective December 8, 2017.

I BACKGROUND

The Commission included a detailed history of this proceeding in its December 8 Order?
which PJM will not repeat here. In summary, PJM proposed modifications to its Minimum Offer
Price Rule (“MOPR”) in December, 2012.° The changes were accepted subject to a compliance
filing and became effective on February 5, 2013.* After the Commission denied rehearing in

October, 2015,> the Commission orders were appealed. The court found the Commission had

' PJM Interconnection, L.L.C., 161 FERC 9 61,252 (2017) (“Remand Order”). Due to an administrative oversight,
PJM is submitting this compliance filing one day out of time.

2 Remand Order at PP 3-37.

3 PJM Interconnection, L.L.C., Docket No. ER13-535-000 (Dec. 7, 2012), as corrected on Dec. 13,2012 (December
2012 Filing”).

* PJM Interconnection, L.L.C., 143 FERC 961,090 (2013) (“May 2013 Order”).
5 PJM Interconnection, L.L.C., 153 FERC 961,066 (“October 2015 Order™).
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exceeded its authority under section 205 of the Federal Power Act (“FPA”) in its compliance
directive for PJM to make, what the court found to be, non-minor changes to PJM’s December
2012 Filing.® The Court vacated portions of the Commission’s order and remanded the case to
the Commission.

In its Remand Order, the Commission determined that without the modifications it
ordered in its May 2013 Order, PJM’s December 2012 Filing cannot be found to be just and
reasonable and therefore it rejected the filing. The Commission ordered PJM to submit a
compliance filing with revised tariff sheets reflecting its rejection of PJIM’s December 2012
Filing.” Importantly, the Commission required no changes to the Reliability Pricing Model
(“RPM”) Auctions or auction results during the intervening time period, finding “rerunning
PJM’s markets under the preexisting tariff would cause significant disruptions and burdens and

thus doing so is not warranted in this case.”® The effective date of these revisions is the date of

the order, December 8, 2017.°

8 NRG Power Marketing, LLC v. FERC, 862 F.3d 108 (D.C. Cir. 2017) (“NRG”).
7" See Remand Order at P 2.
8 Remand Order at P 52. See also Remand Order at PP 53-61.

’ As a result of this ruling, transition provisions related to the applicability of the MOPR and/or need to obtain
exceptions have been implemented and will not be revisited. Also note, on December 20, 2017, PJM filed a petition
for waiver of certain timelines as they relate to the Third Incremental Auction for the 2018/2019 Delivery Year.
PJM Interconnection, L.L.C., Docket No. ER18-489-000 (Dec. 20, 2017). PJIM explained that the deadlines
contained in the Unit-Specific Exception request and approval timeline had either already passed or were about
unattainable given the effectiveness of the compliance directive in the Remand Order. PJM requested a Commission
order on the Waiver Request by January 10, 2018.
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IL. SATISFACTION OF THE COMPLIANCE REQUIREMENTS OF THE
JANUARY 31 ORDER
To comply with the Remand Order, PIM is revising Tariff, section 1 (Definitions), Tariff,
Attachment M-Appendix (regarding the Independent Market Monitor for PIM (“IMM’s™)
MOPR review provisions), Tariff, Attachment DD, section 5.11 (regarding certain posting
requirements that PJM) and Tariff, Attachment DD, section 5.14(h) (containing the core MOPR
provisions). Specifically, in compliance with the Remand Order, PJM is:

e Removing the definition of Repowering from Tariff, section 1, as that term is no
longer needed. "

e Removing provisions regarding the categorical exemption for self supply in Tariff,
Attachment M-Appendix, section II.D, and Tariff, Attachment DD, sections
5.14(h)(1), (5), (6), (8), and (9).

¢ Removing provisions regarding the competitive entry exemption in Tariff,
Attachment M-Appendix, section I1.D, and Tariff, Attachment DD, sections

5.14(h)(1), (5), (7), (8), and (9).
e Removing the provision regarding suspected fraud, misrepresentation or omission
concerning exemption requests in Tariff, Attachment M-Appendix, section II.D and

Tariff, Attachment DD, section 5.14(h)(9).

e Retaining the unit-specific review exception process which was Tariff, Attachment
DD, section 5.14(h)(8) and is now in Tariff, Attachment DD, section 5.14(h)(5)."!

e Retaining the one year mitigation period in Tariff, Attachment DD, section
5.14(h)(4).

e Modifying the applicability provisions in Tariff, Attachment DD, sections 5.14(h)(2):

1% At the time of the December 2012 Filing, the definitions for RPM were contained in Tariff, Attachment DD. All
definitions were moved to Tariff, section 1, subsequent to that time in Docket No. ER16-1737-000.

1 Although a heading for the Unit-Specific Exception did not exist in the Tariff prior to the December 2012 Filing,
PJM is adding a heading in this compliance filing for ease of reference.
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o Modifying the applicability so MOPR applies to all new units, but, the floor price
(Net Asset Class Cost of New Entry) is zero for nuclear, coal, integrated
gasification combined cycle (“IGCC”), hydroelectric, wind, or solar facilities.

o Removing the exclusion from MOPR for (i) any unit primarily fueled with landfill
gas; and (i1) cogeneration/Qualifying Facilities, where the seller owns the facility
or has contracted for its Unforced Capacity and where all the Unforced Capacity
is used to meet host load.

o Removing the exemption from MOPR for uprates resulting in capacity increases
of less than 20 MWs.

o Removing language treating repowering projects as new resources for the
capability of the repowering equipment.

o Modifying the applicability provision about geographic scope so MOPR will now
be applicable only in those Locational Deliverability Areas where PJM has
established a separate Variable Resource Requirement Curve.

o Removing language which (1) clarified the MOPR would only apply to resources
that had not cleared as of February 1, 2013; and (2) provided a transition that an
uprate to a unit that already cleared in an auction will receive a unit-specific offer
floor from PJM before the May 2013 capacity auction and can bid that capacity
into that auction at the PJM-determined offer floor.

Modifying the MOPR benchmark calculation in Tariff Attachment DD, section
5.14(h)(3) to return it to 90% of the Cost of New Entry rather than 100%.

Removing the posting requirements included in Tariff, Attachment DD, section 5.11.

Carrying forward language accepted by the Commission after the December 2012
Filing which was unrelated to this proceeding or the directives in the Commission’s
Remand Order. Specifically, the Commission accepted changes to the CONE values
and the reference index for updating the CONE values in its December 8, 2014 Order
in Docket No. ER15-68.'% PIM refrained from reinstating language concerning
posting requirements that was in Tariff, Attachment DD, section 5.11(a)(x) as that
language was removed in a subsequent filing accepted by the Commission in Docket
No. ER13-1166."

'2 PJM Interconnection, L.L.C., 149 FERC 761,213 (2014).
13 PJM Interconnection, L.L.C., Letter Order, Docket No. ER13-1166-000 (Apr. 26, 2013).
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III. EFFECTIVE DATE
The effective date of the changes herein is December 8, 2017 to coincide with the date of
the Remand Order.
IV.  DOCUMENTS ENCLOSED
PJM encloses:
1. This transmittal letter;
2. Attachment A — Revised section of the Tariff (redlined version); and
3. Attachment B — Revised section of the Tariff (clean version).
V. COMMUNICATIONS

Correspondence and communications regarding this filing should be sent to these

persons:
Craig Glazer Jennifer Tribulski

Vice President — Federal Government Policy Associate General Counsel
PJM Interconnection, L.L.C. PJM Interconnection, L.L.C.
1200 G Street, N.W. 2750 Monroe Boulevard
Suite 600 Audubon, PA 19403
Washington, D.C. 20005 (610) 666-4323

(202) 202-423-4743 Jennifer. Tribulski@pjm.com

Craig.Glazer@pjm.com

VI. SERVICE
PJM has served a copy of this filing on all PIM Members and on all state utility
regulatory commissions in the PJM Region by posting this filing electronically. In accordance

with the Commission’s regulations,'* PYM will post a copy of this filing to the FERC filings

1 See 18 C.F.R §§ 35.2(e) and 385.2010(H)(3).
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section of its internet site, located at the following link: http://www.pjm.com/documents/ferc-

manuals.aspx with a specific link to the newly-filed document, and will send an e-mail on the
same date as this filing to all PIM Members and all state utility regulatory commissions in the
PJM Region" alerting them that this filing has been made by PJM today and is available by

following such link.

VII. CONCLUSION
PJM respectfully requests that the Commission accept this compliance filing effective
December 8, 2017 as discussed herein.

Respectfully submitted,

AL~

Craig Glazer Jennifer Tribulski

Vice President — Federal Government Policy Associate General Counsel
PJM Interconnection, L.L.C. PJM Interconnection, L.L.C.
1200 G Street, N.W. 2750 Monroe Boulevard
Suite 600 Audubon, PA 19403
Washington, D.C. 20005 (610) 666-4323

(202) 202-423-4743 Jennifer. Tribulski@pjm.com

Craig.Glazer@pjm.com

On behalf of
PJM Interconnection, L.L.C.

'3 PJM already maintains, updates, and regularly uses e-mail lists for all PJM members and affected commissions.
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Definitions —R - S
Ramping Capability:

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts
per minute.

Real-time Congestion Price:

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Real-time Loss Price:

“Real-time Loss Price” shall mean the Loss Price resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Real-time Energy Market:

“Real-time Energy Market” shall mean the purchase or sale of energy and payment of
Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in
the Operating Day.

Real-time Offer:

“Real-time Offer” shall mean a new offer or an update to a Market Seller’s existing cost-based or
market-based offer for a clock hour, submitted after the close of the Day-ahead Energy Market.

Real-time Prices:

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Real-time Settlement Interval:

“Real-time Settlement Interval” shall mean the interval used by settlements, which shall be every
five minutes.

Real-time System Energy Price:

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
of the Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Reasonable Efforts:

Page 1
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“Reasonable Efforts” shall mean, with respect to any action required to be made, attempted, or
taken by an Interconnection Party or by a Construction Party under Tariff, Part [V or Part VI, an
Interconnection Service Agreement, or a Construction Service Agreement, such efforts as are
timely and consistent with Good Ultility Practice and with efforts that such party would undertake
for the protection of its own interests.

Receiving Party:

“Receiving Party” shall mean the entity receiving the capacity and energy transmitted by the
Transmission Provider to Point(s) of Delivery.

Referral:

“Referral” shall mean a formal report of the Market Monitoring Unit to the Commission for
investigation of behavior of a Market Participant, of behavior of PJM, or of a market design
flaw, pursuant to Tariff, Attachment M, section IV.1.

Reference Resource:

“Reference Resource” shall mean a combustion turbine generating station, configured with two
General Electric Frame 7FA turbines with inlet air cooling to 50 degrees, Selective Catalytic
Reduction technology all CONE Areas, dual fuel capability, and a heat rate of 10.096 Mmbtu/
MWh.

Regional Entity:

“Regional Entity” shall have the same meaning specified in the Operating Agreement.
Regional Transmission Expansion Plan:

“Regional Transmission Expansion Plan” shall mean the plan prepared by the Office of the
Interconnection pursuant to Schedule 6 of the Operating Agreement for the enhancement and
expansion of the Transmission System in order to meet the demands for firm transmission
service in the PJM Region.

Regional Transmission Group (RTG):

“Regional Transmission Group” or “RTG” shall mean a voluntary organization of transmission
owners, transmission users and other entities approved by the Commission to efficiently
coordinate transmission planning (and expansion), operation and use on a regional (and
interregional) basis.

Regulation:

“Regulation” shall mean the capability of a specific generation resource or Demand Resource
with appropriate telecommunications, control and response capability to seperately increase and

Page 2
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decrease its output or adjust load in response to a regulating control signal, in accordance with
the specifications in the PJM Manuals.

Regulation Effective Megawatts:

“Regulation Effective Megawatts” shall equal the product of 1) the amount of Regulation that a
resource is providing in a given hour, 2) the resource’s historic performance score, and 3) the
resource’s Regulation Rate of Technical Substitution.

Regulation Marginal Rate of Technical Substitution:

“Regulation Marginal Rate of Technical Substitution” shall mean the Regulation Rate of
Technical Substitution assigned to the last dynamic Regulation resource committed to provide
Regulation service in a given hour.

Regulation Rate of Technical Substitution:

“Regulation Rate of Technical Substitution” shall mean a value along the Regulation Rate of
Technical Substitution Curve that translates a dynamic Regulation resource into a traditional
Regulation resource. Regulation Rate of Technical Substitution is calculated in accordance with
the PJM Manuals.

Regulation Rate of Technical Substitution Curve:

“Regulation Rate of Technical Substitution Curve” shall mean a function that defines the
operational relationship between traditional and dynamic Regulation resources utilized to meet
the Regulation Requirement. Regulation Rate of Technical Substitution Curve is calculated in
accordance with the PJM

Manuals.

Regulation Requirement:

“Regulation Requirement” shall mean the calculated Regulation Effective Megawatts required
to be maintained in a Regulation Zone, absent any increase to account for additional Regulation
scheduled to address operational uncertainty. Regulation Requirement is defined in accordance
with the PJM Manuals.

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.

Relevant Electric Retail Regulatory Authority:

Page 3
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“Relevant Electric Retail Regulatory Authority” shall mean an entity that has jurisdiction over
and establishes prices and policies for competition for providers of retail electric service to end-
customers, such as the city council for a municipal utility, the governing board of a cooperative
utility, the state public utility commission or any other such entity.

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, and as amended from time to time thereafter.

Reliability Pricing Model Auction:

“Reliability Pricing Model Auction” or “RPM Auction” shall mean the Base Residual Auction or

any Incremental Auction, or, for the 2016/2017 and 2017/2018 Delivery Years, any Capacity
Performance Transition Incremental Auction.

Required Transmission Enhancements:

“Regional Transmission Enhancements” shall mean enhancements and expansions of the
Transmission System that (1) a Regional Transmission Expansion Plan developed pursuant to
Schedule 6 of the Operating Agreement or (2) any joint planning or coordination agreement
between PJM and another region or transmission planning authority set forth in Tariff, Schedule
12-Appendix B (“Appendix B Agreement’) designates one or more of the Transmission
Owner(s) to construct and own or finance. Required Transmission Enhancements shall also
include enhancements and expansions of facilities in another region or planning authority that
meet the definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or
have been classified as transmission facilities in a ruling by FERC addressing such facilities
constructed pursuant to an Appendix B Agreement cost responsibility for which has been
assigned at least in part to PJM pursuant to such Appendix B Agreement.

Reserved Capacity:
“Reserved Capacity” shall mean the maximum amount of capacity and energy that the

Transmission Provider agrees to transmit for the Transmission Customer over the Transmission
Provider’s Transmission System between the Point(s) of Receipt and the Point(s) of Delivery

Page 4
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under Tariff, Part II. Reserved Capacity shall be expressed in terms of whole megawatts on a
sixty (60) minute interval (commencing on the clock hour) basis.

Reserve Penalty Factor:

“Reserve Penalty Factor” shall mean the cost, in $/MWh, associated with being unable to meet a
specific reserve requirement in a Reserve Zone or Reserve Sub-zone. A Reserve Penalty Factor
will be defined for each reserve requirement in a Reserve Zone or Reserve Sub-zone.

Reserve Sub-zone:

“Reserve Sub-zone” shall mean any of those geographic areas wholly contained within a Reserve
Zone, consisting of a combination of a portion 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, reserve service.

Reserve Zone:

“Reserve Zone” shall mean any of those geographic areas 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, reserve service.

Residual Auction Revenue Rights:

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability, including the
return to service of existing transmission capability, that was not modeled pursuant to Operating
Agreement, Schedule 1, section 7.5 and the parallel provisions of Tariff, Attachment K-
Appendix in compliance with Operating Agreement, Schedule 1, section 7.4.2 (h) and the
parallel provisions of Tariff, Attachment K-Appendix, and, if modeled, would have increased the
amount of stage 1 Auction Revenue Rights allocated pursuant to Operating Agreement, Schedule
1, section 7.4.2 and the parallel provisions of Tariff, Attachment K-Appendix; provided that, the
foregoing notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental
Auction Revenue Rights allocated pursuant to Tariff, Part VI; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Operating Agreement,
Schedule 6 for transmission upgrades that create such rights.

Residual Metered Load:
“Residual Metered Load” shall mean all load remaining in an electric distribution company’s
fully metered franchise area(s) or service territory(ies) after all nodally priced load of entities

serving load in such area(s) or territory(ies) has been carved out.

Resource Substitution Charge:

Page 5
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“Resource Substitution Charge” shall mean a charge assessed on Capacity Market Buyers in an
Incremental Auction to recover the cost of replacement Capacity Resources.

Revenue Data for Settlements:

“Revenue Data for Settlements” shall mean energy quantities used in accounting and billing as
determined pursuant to Tariff, Attachment K-Appendix and the corresponding provisions of
Operating Agreement, Schedule 1.

RPM Seller Credit:

“RPM Seller Credit” shall mean an additional form of Unsecured Credit defined in Tariff,
Attachment Q, section IV.

Scheduled Incremental Auctions:
“Scheduled Incremental Auctions” shall refer to the First, Second, or Third Incremental Auction.
Schedule of Work:

“Schedule of Work” shall mean that schedule attached to the Interconnection Construction
Service Agreement setting forth the timing of work to be performed by the Constructing Entity
pursuant to the Interconnection Construction Service Agreement, based upon the Facilities Study
and subject to modification, as required, in accordance with Transmission Provider’s scope
change process for interconnection projects set forth in the PIM Manuals.

Scope of Work:

“Scope of Work” shall mean that scope of the work attached as a schedule to the Interconnection
Construction Service Agreement and to be performed by the Constructing Entity(ies) pursuant to
the Interconnection Construction Service Agreement, provided that such Scope of Work may be
modified, as required, in accordance with Transmission Provider’s scope change process for
interconnection projects set forth in the PJM Manuals.

Seasonal Capacity Performance Resource:

“Seasonal Capacity Performance Resource” shall have the same meaning specified in Tariff,
Attachment DD, section 5.5A.

Secondary Systems:
“Secondary Systems” shall mean control or power circuits that operate below 600 volts, AC or
DC, including, but not limited to, any hardware, control or protective devices, cables,

conductors, electric raceways, secondary equipment panels, transducers, batteries, chargers, and
voltage and current transformers.

Page 6
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Second Incremental Auction:

“Second Incremental Auction” shall mean an Incremental Auction conducted ten months before
the Delivery Year to which it relates.

Security:

“Security” shall mean the security provided by the New Service Customer pursuant to Section
212.4 or Section 213.4 of the Tariff to secure the New Service Customer’s responsibility for
Costs under the Interconnection Service Agreement or Upgrade Construction Service Agreement
and Section 217 of the Tariff.

Segment:
“Segment” shall have the same meaning as described in section 3.2.3(e) of Schedule 1 of this
Agreement.

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 or an Incremental Auction of a Sell Offer indicating such Market Seller’s intent that
such Capacity Resource be Self-Supply. Self-Supply may be either committed regardless of
clearing price or submitted as a Sell Offer with a price bid. A Load Serving Entity's Sell Offer
with a price bid for an owned or contracted Capacity Resource shall not be deemed “Self-
Supply,” unless it is designated as Self-Supply and used by the LSE to meet obligations under
this Attachment or the Reliability Assurance Agreement.

Sell Offer:

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

Service Agreement:

“Service Agreement” shall mean the initial agreement and any amendments or supplements
thereto entered into by the Transmission Customer and the Transmission Provider for service
under the Tariff.

Service Commencement Date:

“Service Commencement Date” shall mean the date the Transmission Provider begins to provide
service pursuant to the terms of an executed Service Agreement, or the date the Transmission

Provider begins to provide service in accordance with Section 15.3 or Section 29.1 under the
Tariff.

Page 7
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Short-Term Firm Point-To-Point Transmission Service:

“Short-Term Firm Point-To-Point Transmission Service” shall mean Firm Point-To-Point
Transmission Service under Tariff, Part II with a term of less than one year.

Short-term Project:
“Short-term Project” shall have the same meaning provided in the Operating Agreement.
Short-Term Resource Procurement Target:

“Short-Term Resource Procurement Target” shall mean, for Delivery Years through May 31,
2018, as to the PJM Region, for purposes of the Base Residual Auction, 2.5% of the PJM Region
Reliability Requirement determined for such Base Residual Auction, for purposes of the First
Incremental Auction, 2% of the of the PJM Region Reliability Requirement as calculated at the
time of the Base Residual Auction; and, for purposes of the Second Incremental Auction, 1.5%
of the of the PJM Region Reliability Requirement as calculated at the time of the Base Residual
Auction; and, as to any Zone, an allocation of the PJM Region Short-Term Resource
Procurement Target based on the Preliminary Zonal Forecast Peak Load, reduced by the amount
of load served under the FRR Alternative. For any LDA, the LDA Short-Term Resource
Procurement Target shall be the sum of the Short-Term Resource Procurement Targets of all
Zones in the LDA.

Short-Term Resource Procurement Target Applicable Share:

“Short-Term Resource Procurement Target Applicable Share” shall mean, for Delivery Years
through May 31, 2018: (i) for the PJM Region, as to the First and Second Incremental Auctions,
0.2 times the Short-Term Resource Procurement Target used in the Base Residual Auction and,
as to the Third Incremental Auction for the PJM Region, 0.6 times such target; and (ii) for an
LDA, as to the First and Second Incremental Auctions, 0.2 times the Short-Term Resource
Procurement Target used in the Base Residual Auction for such LDA and, as to the Third
Incremental Auction, 0.6 times such target.

Site:
“Site” shall mean all of the real property, including but not limited to any leased real property

and easements, on which the Customer Facility is situated and/or on which the Customer
Interconnection Facilities are to be located.

Small Commercial Customer:
“Small Commercial Customer,” as used in RAA, Schedule 6 and Tariff, Attachment DD-1, shall
mean a commercial retail electric end-use customer of an electric distribution company that

participates in a mass market demand response program under the jurisdiction of a RERRA and
satisfies the definition of a “small commercial customer” under the terms of the applicable
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RERRA’s program, provided that the customer has an annual peak demand no greater than
100kW.

Small Generation Resource:

“Small Generation Resource” shall mean an Interconnection Customer’s device of 20 MW or
less for the production and/or storage for later injection of electricity identified in an
Interconnection Request, but shall not include the Interconnection Customer’s Interconnection
Facilities. This term shall include Energy Storage Resources and/or other devices for storage for
later injection of energy.

Small Inverter Facility:

“Small Inverter Facility” shall mean an Energy Resource that is a certified small inverter-based
facility no larger than 10 kW.

Small Inverter ISA:

“Small Inverter ISA” shall mean an agreement among Transmission Provider, Interconnection
Customer, and Interconnected Transmission Owner regarding interconnection of a Small Inverter
Facility under Tariff, Part IV, section 112B.

Special Member:

“Special Member” shall mean an entity that satisfies the requirements of Operating Agreement,
Schedule 1, section 1.5A.02, and the parallel provisions of Tariff, Attachment K-Appendix, or
the special membership provisions established under the Emergency Load Response and Pre-
Emergency Load Response Programs.

Spot Market Backup:

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the
PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason.

Spot Market Energy:

“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PJIM
Interchange Energy Market at System Energy Prices determined as specified in Operating
Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix.
Start Additional Labor Costs:

“Start Additional Labor Costs” shall mean additional labor costs for startup required above
normal station manning levels.

Page 9
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Start-Up Costs:

“Start-Up Costs” shall mean the unit costs to bring the boiler, turbine and generator from
shutdown conditions to the point after breaker closure which is typically indicated by
telemetered or aggregated state estimator megawatts greater than zero and is determined based
on the cost of start fuel, total fuel-related cost, performance factor, electrical costs (station
service), start maintenance adder, and additional labor cost if required above normal station
manning. Start-Up Costs can vary with the unit offline time being categorized in three unit
temperature conditions: hot, intermediate and cold.

State:

“State” shall mean the District of Columbia and any State or Commonwealth of the United
States.

State Commission:

“State Commission” shall mean any state regulatory agency having jurisdiction over retail
electricity sales in any State in the PJM Region.

State Estimator:

“State Estimator” shall mean the computer model of power flows specified in Operating
Agreement, Schedule 1, section 2.3 and the parallel provisions of Tariff, Attachment K-
Appendix.

Station Power:

“Station Power” shall mean energy used for operating the electric equipment on the site of a
generation facility located in the PJM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for compressors at a compressed air energy storage facility; (iv) used for charging an
Energy Storage Resource or a Capacity Storage Resource; or (v) used in association with
restoration or black start service.

Sub-Annual Resource Constraint:

“Sub-Annual Resource Constraint” shall mean, for the 2017/2018 Delivery Year and for FRR
Capacity Plans the 2017/2018 and 2018/2019 Delivery Years, for the PIM Region or for each
LDA for which the Office of the Interconnection is required under section 5.10(a) of Tariff
Attachment DD to establish a separate VRR Curve for a Delivery Year, a limit on the total
amount of Unforced Capacity that can be committed as Limited Demand Resources and
Extended Summer Demand Resources for the 2017/2018 Delivery Year in the PJM Region or in
such LDA, calculated as the Sub-Annual Resource Reliability Target for the PIM Region or for
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such LDA, respectively, minus the Short-Term Resource Procurement Target for the PJM
Region or for such LDA, respectively.

Sub-Annual Resource Price Decrement:

“Sub-Annual Resource Price Decrement” shall mean, for the 2017/2018 Delivery Year, a
difference between the clearing price for Extended Summer Demand Resources and the clearing
price for Annual Resources, representing the cost to procure additional Annual Resources out of
merit order when the Sub-Annual Resource Constraint is binding.

Sub-Annual Resource Reliability Target:

“Sub-Annual Reliability Target” for the PIM Region or an LDA, shall mean the maximum
amount of the combination of Extended Summer Demand Resources and Limited Demand
Resources in Unforced Capacity determined by PJM to be consistent with the maintenance of
reliability, stated in Unforced Capacity, that shall be used to calculate the Minimum Annual
Resource Requirement for Delivery Years through May 31, 2017 and the Sub-Annual Resource
Constraint for the 2017/2018 and 2018/2019 Delivery Years. As more fully set forth in the PJIM
Manuals, PJM calculates the Sub-Annual Resource Reliability Target, by first determining a
reference annual loss of load expectation (“LOLE”) assuming no Demand Resources. The
calculation for the unconstrained portion of the PJM Region uses a daily distribution of loads
under a range of weather scenarios (based on the most recent load forecast and iteratively
shifting the load distributions to result in the Installed Reserve Margin established for the
Delivery Year in question) and a weekly capacity distribution (based on the cumulative capacity
availability distributions developed for the Installed Reserve Margin study for the Delivery Year
in question). The calculation for each relevant LDA uses a daily distribution of loads under a
range of weather scenarios (based on the most recent load forecast for the Delivery Year in
question) and a weekly capacity distribution (based on the cumulative capacity availability
distributions developed for the Capacity Emergency Transfer Objective study for the Delivery
Year in question). For the relevant LDA calculation, the weekly capacity distributions are
adjusted to reflect the Capacity Emergency Transfer Limit for the Delivery Year in question.

For both the PJM Region and LDA analyses, PJM then models the commitment of varying
amounts of DR (displacing otherwise committed generation) as interruptible from May 1 through
October 31 and unavailable from November 1 through April 30 and calculates the LOLE at each
DR level. The Extended Summer DR Reliability Target is the DR amount, stated as a percentage
of the unrestricted peak load, that produces no more than a ten percent increase in the LOLE,
compared to the reference value. The Sub-Annual Resource Reliability Target shall be
expressed as a percentage of the forecasted peak load of the PJM Region or such LDA and is
converted to Unforced Capacity by multiplying [the reliability target percentage] times [the
Forecast Pool Requirement] times [the DR Factor] times [the forecasted peak load of the PIM
Region or such LDA, reduced by the amount of load served under the FRR Alternative].

Sub-meter:
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“Sub-meter” shall mean a metering point for electricity consumption that does not include all
electricity consumption for the end-use customer as defined by the electric distribution company
account number. PJM shall only accept sub-meter load data from end-use customers for
measurement and verification of Regulation service as set forth in the Economic Load Response
rules and PJM Manuals.

Summer-Period Capacity Performance Resource:

“Summer-Period Capacity Performance Resource” shall have the same meaning specified in
Tariff, Attachment DD, section 5.5A.

Switching and Tagging Rules:

“Switching and Tagging Rules” shall mean the switching and tagging procedures of
Interconnected Transmission Owners and Interconnection Customer as they may be amended
from time to time.

Synchronized Reserve:

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

Synchronized Reserve Event:

“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled to provide
Synchronized Reserve in one or more specified Reserve Zones or Reserve Sub-zones, within ten
minutes, to increase the energy output or reduce load by the amount of assigned or self-
scheduled Synchronized Reserve capability.

Synchronized Reserve Requirement:

“Synchronized Reserve Requirement” shall mean the megawatts required to be maintained in a
Reserve Zone or Reserve Sub-zone as Synchronized Reserve, absent any increase to account for
additional reserves scheduled to address operational uncertainty. The Synchronized Reserve
Requirement is calculated in accordance with the PJM Manuals.

System Condition:

“System Condition” shall mean a specified condition on the Transmission Provider’s system or
on a neighboring system, such as a constrained transmission element or flowgate, that may
trigger Curtailment of Long-Term Firm Point-to-Point Transmission Service using the
curtailment priority pursuant to Tariff, Part II, section 13.6. Such conditions must be identified
in the Transmission Customer’s Service Agreement.
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System Energy Price:

“System Energy Price” shall mean the energy component of the Locational Marginal Price,
which is the price at which the Market Seller has offered to supply an additional increment of
energy from a resource, calculated as specified in Operating Agreement, Schedule 1, section 2
and the parallel provisions of Tariff, Attachment K-Appendix.

System Impact Study:

“System Impact Study” shall mean an assessment by the Transmission Provider of (i) the
adequacy of the Transmission System to accommodate a Completed Application, an
Interconnection Request or an Upgrade Request, (ii) whether any additional costs may be
incurred in order to provide such transmission service or to accommodate an Interconnection
Request, and (iii) with respect to an Interconnection Request, an estimated date that an
Interconnection Customer’s Customer Facility can be interconnected with the Transmission
System and an estimate of the Interconnection Customer’s cost responsibility for the
interconnection; and (iv) with respect to an Upgrade Request, the estimated cost of the requested
system upgrades or expansion, or of the cost of the system upgrades or expansion, necessary to
provide the requested incremental rights.

System Protection Facilities:

“System Protection Facilities” shall refer to the equipment required to protect (i) the
Transmission System, other delivery systems and/or other generating systems connected to the
Transmission System from faults or other electrical disturbance occurring at or on the Customer
Facility, and (ii) the Customer Facility from faults or other electrical system disturbance
occurring on the Transmission System or on other delivery systems and/or other generating
systems to which the Transmission System is directly or indirectly connected. System Protection
Facilities shall include such protective and regulating devices as are identified in the Applicable
Technical Requirements and Standards or that are required by Applicable Laws and Regulations
or other Applicable Standards, or as are otherwise necessary to protect personnel and equipment
and to minimize deleterious effects to the Transmission System arising from the Customer
Facility.
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ATTACHMENT M - APPENDIX

I CONFIDENTIALITY OF DATA AND INFORMATION

A. Party Access:

1. No Member shall have a right hereunder to receive or review any documents, data or
other information of another Member, including documents, data or other information provided
to the Market Monitoring Unit, to the extent such documents, data or information have been
designated as confidential pursuant to the procedures adopted by the Market Monitoring Unit or
to the extent that they have been designated as confidential by such other Member; provided,
however, a Member may receive and review any composite documents, data and other
information that may be developed based on such confidential documents, data or information if
the composite does not disclose any individual Member’s confidential data or information.

2. Except as may be provided in this Appendix, the Plan, the PJIM Operating Agreement or
in the PJM Tariff, the Market Monitoring Unit shall not disclose to PJM Members or to third
parties, any documents, data, or other information of a Member or entity applying for
Membership, to the extent such documents, data, or other information has been designated
confidential pursuant to the procedures adopted by the Market Monitoring Unit or by such
Member or entity applying for membership; provided that nothing contained herein shall prohibit
the Market Monitoring Unit from providing any such confidential information to its agents,
representatives, or contractors to the extent that such person or entity is bound by an obligation
to maintain such confidentiality.

The Market Monitoring Unit, its designated agents, representatives, and contractors shall
maintain as confidential the electronic tag (“e-Tag”) data of an e-Tag Author or Balancing
Authority (defined as those terms are used in FERC Order No. 771) to the same extent as
Member data under this Section I. Nothing contained herein shall prohibit the Market
Monitoring Unit from sharing with the market monitor of another Regional Transmission
Organization (“RTQO”), Independent System Operator (“ISO”), upon their request, the e-Tags of
an e-Tag Author or Balancing Authority for intra-PJM Region transactions and interchange
transactions scheduled to flow into, out of or through the PJM Region, to the extent such market
monitor has requested such information as part of its investigation of possible market violations
or market design flaws, and to the extent that such market monitor is bound by a tariff provision
requiring that the e-Tag data be maintained as confidential, or in the absence of a tariff
requirement governing confidentiality, a written agreement with the Market Monitoring Unit
consistent with FERC Order No. 771, and any clarifying orders and implementing regulations.

The Market Monitoring Unit shall collect and use confidential information only in connection
with its authority under this Appendix, the Plan, the PJM Operating Agreement or in the PJM
Tariff and the retention of such information shall be in accordance with the Office of the
Interconnection’s data retention policies.

3. Nothing contained herein shall prevent the Market Monitoring Unit from releasing a
Member’s confidential data or information to a third party provided that the Member has
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delivered to the Market Monitoring Unit specific, written authorization for such release setting
forth the data or information to be released, to whom such release is authorized, and the period of
time for which such release shall be authorized. The Market Monitoring Unit shall limit the
release of a Member’s confidential data or information to that specific authorization received
from the Member. Nothing herein shall prohibit a Member from withdrawing such authorization
upon written notice to the Market Monitoring Unit, who shall cease such release as soon as
practicable after receipt of such withdrawal notice.

4. Reciprocal provisions to this Section [ hereof, delineating the -confidentiality
requirements of the Office of the Interconnection and PJM members, are set forth in Section
18.17 of the PIM Operating Agreement.

B. Required Disclosure:

1. Notwithstanding anything in the foregoing section to the contrary, and subject to the
provisions of Section 1.C below, if the Market Monitoring Unit is required by applicable law,
order, or in the course of administrative or judicial proceedings, to disclose to third parties,
information that is otherwise required to be maintained in confidence pursuant to the PJM Tariff,
PJM Operating Agreement, Attachment M or this Appendix, the Market Monitoring Unit may
make disclosure of such information; provided, however, that as soon as the Market Monitoring
Unit learns of the disclosure requirement and prior to making disclosure, the Market Monitoring
Unit shall notify the affected Member or Members of the requirement and the terms thereof and
the affected Member or Members may direct, at their sole discretion and cost, any challenge to or
defense against the disclosure requirement. The Market Monitoring Unit shall cooperate with
such affected Members to the maximum extent practicable to minimize the disclosure of the
information consistent with applicable law. The Market Monitoring Unit shall cooperate with the
affected Members to obtain proprietary or confidential treatment of such information by the
person to whom such information is disclosed prior to any such disclosure.

2. Nothing in this Section I shall prohibit or otherwise limit the Market Monitoring Unit’s
use of information covered herein if such information was: (i) previously known to the Market
Monitoring Unit without an obligation of confidentiality; (ii) independently developed by or for
the Office of the Interconnection and/or the PJM Market Monitor using non-confidential
information; (ii1) acquired by the Office of the Interconnection and/or the PJM Market Monitor
from a third party which is not, to the Office of the Market Monitoring Unit’s knowledge, under
an obligation of confidence with respect to such information; (iv) which is or becomes publicly
available other than through a manner inconsistent with this Section I.

3. The Market Monitoring Unit shall impose on any contractors retained to provide
technical support or otherwise to assist with the implementation of the Plan or this Appendix a
contractual duty of confidentiality consistent with the Plan or this Appendix. A Member shall not
be obligated to provide confidential or proprietary information to any contractor that does not
assume such a duty of confidentiality, and the Market Monitoring Unit shall not provide any
such information to any such contractor without the express written permission of the Member
providing the information.
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C. Disclosure to FERC and CFTC:

1. Notwithstanding anything in this Section I to the contrary, if the FERC, the Commodity
Futures Trading Commission (“CFTC”) or the staff of those commissions, during the course of
an investigation or otherwise, requests information from the Market Monitoring Unit that is
otherwise required to be maintained in confidence pursuant to the PJM Tariff, the PJM Operating
Agreement, the Plan or this Appendix, the Market Monitoring Unit shall provide the requested
information to the FERC, CFTC or their staff, within the time provided for in the request for
information. In providing the information to the FERC or its staff, the Market Monitoring Unit
may request, consistent with 18 C.F.R. §§ 1b.20 and 388.112, or to the CFTC or its staff, the
Market Monitoring Unit may request, consistent with 17 C.F.R. §§ 11.3 and 145.9, that the
information be treated as confidential and non-public by the respective commission and its staff
and that the information be withheld from public disclosure. The Market Monitoring Unit shall
promptly notify any affected Member(s) if the Market Monitoring Unit receives from the FERC,
CFTC or their staff, written notice that the commission has decided to release publicly or has
asked for comment on whether such commission should release publicly, confidential
information previously provided to a commission Market Monitoring Unit.

2. The foregoing Section I.C.1 shall not apply to requests for production of information
under Subpart D of the FERC’s Rules of Practice and Procedure (18 CFR Part 385) in
proceedings before FERC and its administrative law judges. In all such proceedings, the Office
of the Interconnection and/or the Market Monitoring Unit shall follow the procedures in Section

L.B.
D. Disclosure to Authorized Commissions:
1. Notwithstanding anything in this Section I to the contrary, the Market Monitoring Unit

shall disclose confidential information, otherwise required to be maintained in confidence
pursuant to the PJM Tariff, the PIM Operating Agreement, the Plan or this Appendix, to an
Authorized Commission under the following conditions:

(1) The Authorized Commission has provided the FERC with a properly executed
Certification in the form attached to the PJM Operating Agreement as Schedule 10A. Upon
receipt of the Authorized Commission’s Certification, the FERC shall provide public notice of
the Authorized Commission’s filing pursuant to 18 C.F.R. § 385.2009. If any interested party
disputes the accuracy and adequacy of the representations contained in the Authorized
Commission’s Certification, that party may file a protest with the FERC within 14 days of the
date of such notice, pursuant to 18 C.F.R. § 385.211. The Authorized Commission may file a
response to any such protest within seven days. Each party shall bear its own costs in connection
with such a protest proceeding. If there are material changes in law that affect the accuracy and
adequacy of the representations in the Certification filed with the FERC, the Authorized
Commission shall, within thirty (30) days, submit an amended Certification identifying such
changes. Any such amended Certification shall be subject to the same procedures for comment
and review by the FERC as set forth above in this paragraph.
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(i1))  Neither the Office of the Interconnection nor the Market Monitoring Unit may
disclose data to an Authorized Commission during the FERC’s consideration of the Certification
and any filed protests. If the FERC does not act upon an Authorized Commission’s Certification
within 90 days of the date of filing, the Certification shall be deemed approved and the
Authorized Commission shall be permitted to receive confidential information pursuant to this
Section I. In the event that an interested party protests the Authorized Commission’s
Certification and the FERC approves the Certification, that party may not challenge any
Information Request made by the Authorized Commission on the grounds that the Authorized
Commission is unable to protect the confidentiality of the information requested, in the absence
of a showing of changed circumstances.

(ii1))  Any confidential information provided to an Authorized Commission pursuant to
this Section I shall not be further disclosed by the recipient Authorized Commission except by
order of the FERC.

(iv)  The Market Monitoring Unit shall be expressly entitled to rely upon such
Authorized Commission Certifications in providing confidential information to the Authorized
Commission, and shall in no event be liable, or subject to damages or claims of any kind or
nature hereunder, due to the ineffectiveness or inaccuracy of such Authorized Commission
Certifications.

(v) The Authorized Commission may provide confidential information obtained from
the Market Monitoring Unit to such of its employees, attorneys and contractors as needed to
examine or handle that information in the course and scope of their work on behalf of the
Authorized Commission, provided that (a) the Authorized Commission has internal procedures
in place, pursuant to the Certification, to ensure that each person receiving such information
agrees to protect the confidentiality of such information (such employees, attorneys or
contractors to be defined hereinafter as “Authorized Persons”); (b) the Authorized Commission
provides, pursuant to the Certification, a list of such Authorized Persons to the Office of the
Interconnection and the Market Monitoring Unit and updates such list, as necessary, every ninety
(90) days; and (c) any third-party contractors provided access to confidential information sign a
nondisclosure agreement in the form attached to the PJM Operating Agreement as Schedule 10
before being provided access to any such confidential information.

2. The Market Monitoring Unit may, in the course of discussions with an Authorized
Person, orally disclose information otherwise required to be maintained in confidence, without
the need for a prior Information Request. Such oral disclosures shall provide enough information
to enable the Authorized Person or the Authorized Commission with which that Authorized
Person is associated to determine whether additional Information Requests are appropriate. The
Market Monitoring Unit will not make any written or electronic disclosures of confidential
information to the Authorized Person pursuant to this Section 1.D.2. In any such discussions, the
Market Monitoring Unit shall ensure that the individual or individuals receiving such
confidential information are Authorized Persons as defined herein, orally designate confidential
information that is disclosed, and refrain from identifying any specific Affected Member whose
information is disclosed. The Market Monitoring Unit shall also be authorized to assist
Authorized Persons in interpreting confidential information that is disclosed. The Market
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Monitoring Unit shall provide any Affected Member with oral notice of any oral disclosure
immediately, but not later than one (1) Business Day after the oral disclosure. Such oral notice to
the Affected Member shall include the substance of the oral disclosure, but shall not reveal any
confidential information of any other Member and must be received by the Affected Member
before the name of the Affected Member is released to the Authorized Person; provided
however, disclosure of the identity of the Affected Party must be made to the Authorized
Commission with which the Authorized Person is associated within two (2) Business Days of the
initial oral disclosure.

3. As regards Information Requests:

(1) Information Requests to the Office of the Interconnection and/or Market
Monitoring Unit by an Authorized Commission shall be in writing, which shall include
electronic communications, addressed to the Market Monitoring Unit, and shall: (a) describe the
information sought in sufficient detail to allow a response to the Information Request; (b)
provide a general description of the purpose of the Information Request; (c) state the time period
for which confidential information is requested; and (d) re-affirm that only Authorized Persons
shall have access to the confidential information requested. The Market Monitoring Unit shall
provide an Affected Member with written notice, which shall include electronic communication,
of an Information Request by an Authorized Commission as soon as possible, but not later than
two (2) Business Days after the receipt of the Information Request.

(i)  Subject to the provisions of Section 1.D.3(iii) below, the Market Monitoring Unit
shall supply confidential information to the Authorized Commission in response to any
Information Request within five (5) Business Days of the receipt of the Information Request, to
the extent that the requested confidential information can be made available within such period;
provided however, that in no event shall confidential information be released prior to the end of
the fourth (4th) Business Day without the express consent of the Affected Member. To the extent
that the Market Monitoring Unit cannot reasonably prepare and deliver the requested confidential
information within such five (5) day period, it shall, within such period, provide the Authorized
Commission with a written schedule for the provision of such remaining confidential
information. Upon providing confidential information to the Authorized Commission, the Market
Monitoring Unit shall either provide a copy of the confidential information to the Affected
Member(s), or provide a listing of the confidential information disclosed; provided, however,
that the Market Monitoring Unit shall not reveal any Member’s confidential information to any
other Member.

(ii1))  Notwithstanding Section 1.D.3(ii), above, should the Office of the
Interconnection, the Market Monitoring Unit or an Affected Member object to an Information
Request or any portion thereof, any of them may, within four (4) Business Days following the
Market Monitoring Unit’s receipt of the Information Request, request, in writing, a conference
with the Authorized Commission to resolve differences concerning the scope or timing of the
Information Request; provided, however, nothing herein shall require the Authorized
Commission to participate in any conference. Any party to the conference may seek assistance
from FERC staff in resolution of the dispute or terminate the conference process at any time.
Should such conference be refused or terminated by any participant or should such conference
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not resolve the dispute, then the Office of the Interconnection, Market Monitoring Unit, or the
Affected Member may file a complaint with the FERC pursuant to Rule 206 objecting to the
Information Request within ten (10) Business Days following receipt of written notice from any
conference participant terminating such conference. Any complaints filed at the FERC objecting
to a particular Information Request shall be designated by the party as a “fast track” complaint
and each party shall bear its own costs in connection with such FERC proceeding. The grounds
for such a complaint shall be limited to the following: (a) the Authorized Commission is no
longer able to preserve the confidentiality of the requested information due to changed
circumstances relating to the Authorized Commission’s ability to protect confidential
information arising since the filing of or rejection of a protest directed to the Authorized
Commission’s Certification; (b) complying with the Information Request would be unduly
burdensome to the complainant, and the complainant has made a good faith effort to negotiate
limitations in the scope of the requested information; or (c) other exceptional circumstances exist
such that complying with the Information Request would result in harm to the complainant.
There shall be a presumption that “exceptional circumstances,” as used in the prior sentence,
does not include circumstances in which an Authorized Commission has requested wholesale
market data (or Market Monitoring Unit workpapers that support or explain conclusions or
analyses) generated in the ordinary course and scope of the operations of the Market Monitoring
Unit. There shall be a presumption that circumstances in which an Authorized Commission has
requested personnel files, internal emails and internal company memos, analyses and related
work product constitute “exceptional circumstances” as used in the prior sentence. If no
complaint challenging the Information Request is filed within the ten (10) day period defined
above, the Office of the Interconnection and/or Market Monitoring Unit shall utilize its best
efforts to respond to the Information Request promptly. If a complaint is filed, and the
Commission does not act on that complaint within ninety (90) days, the complaint shall be
deemed denied and the Market Monitoring Unit shall use its best efforts to respond to the
Information Request promptly.

(iv)  Any Authorized Commission may initiate appropriate legal action at the FERC
within ten (10) Business Days following receipt of information designated as “Confidential,”
challenging such designation. Any complaints filed at FERC objecting to the designation of
information as “Confidential” shall be designated by the party as a “fast track” complaint and
each party shall bear its own costs in connection with such FERC proceeding. The party filing
such a complaint shall be required to prove that the material disclosed does not merit
“Confidential” status because it is publicly available from other sources or contains no trade
secret or other sensitive commercial information (with “publicly available” not being deemed to
include unauthorized disclosures of otherwise confidential data).

4. In the event of any breach of confidentiality of information disclosed pursuant to an
Information Request by an Authorized Commission or Authorized Person:

(1) The Authorized Commission or Authorized Person shall promptly notify the
Market Monitoring Unit, who shall, in turn, promptly notify any Affected Member of any
inadvertent or intentional release, or possible release, of confidential information provided
pursuant to this Section I.
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(i)  The Office Market Monitoring Unit shall terminate the right of such Authorized
Commission to receive confidential information under this Section I upon written notice to such
Authorized Commission unless: (i) there was no harm or damage suffered by the Affected
Member; or (ii) similar good cause is shown. Any appeal of the Market Monitoring Unit’s
actions under this Section I shall be to Commission. An Authorized Commission shall be entitled
to reestablish its certification as set forth in Section 1.D.1 by submitting a filing with the
Commission showing that it has taken appropriate corrective action. If the Commission does not
act upon an Authorized Commission's recertification filing with sixty (60) days of the date of the
filing, the recertification shall be deemed approved and the Authorized Commission shall be
permitted to receive confidential information pursuant to this section.

(ii1))  The Office of the Interconnection, the Market Monitoring Unit, and/or the
Affected Member shall have the right to seek and obtain at least the following types of relief: (a)
an order from the FERC requiring any breach to cease and preventing any future breaches; (b)
temporary, preliminary, and/or permanent injunctive relief with respect to any breach; and (c) the
immediate return of all confidential information to the Market Monitoring Unit.

(iv)  No Authorized Person or Authorized Commission shall have responsibility or
liability whatsoever under this section for any and all liabilities, losses, damages, demands, fines,
monetary judgments, penalties, costs and expenses caused by, resulting from, or arising out of or
in connection with the release of confidential information to persons not authorized to receive it,
provided that such Authorized Person is an agent, servant, employee or member of an
Authorized Commission at the time of such unauthorized release. Nothing in this Section
[.D.4(iv) is intended to limit the liability of any person who is not an agent, servant, employee or
member of an Authorized Commission at the time of such unauthorized release for any and all
economic losses, damages, demands, fines, monetary judgments, penalties, costs and expenses
caused by, resulting from, or arising out of or in connection with such unauthorized release.

(v) Any dispute or conflict requesting the relief in Section 1.D.4(ii) or 1.D.4(iii)(a)
above, shall be submitted to the FERC for hearing and resolution. Any dispute or conflict
requesting the relief in Section 1.D.4(iii)(c) above may be submitted to FERC or any court of
competent jurisdiction for hearing and resolution.

E. Market Monitoring:

1. Subject to the requirements of Section E.2, the Market Monitoring Unit may release
confidential information of Public Service Electric & Gas Company (“PSE&G”), Consolidated
Edison Company of New York (“ConEd”), and their affiliates, and the confidential information
of any Member regarding generation and/or transmission facilities located within the PSE&G
Zone to the New York Independent System Operator, Inc. (“New York ISO”), the market
monitoring unit of New York ISO and the New York ISO Market Advisor to the limited extent
that the Office of the Interconnection or the Market Monitoring Unit determines necessary to
carry out the responsibilities of PJIM, New York ISO or the market monitoring units of the Office
of the Interconnection and the New York ISO under FERC Opinion No. 476 (see Consolidated
Edison Company v. Public Service Electric and Gas Company, et al., 108 FERC q 61,120, at P
215 (2004)) to conduct joint investigations to ensure that gaming, abuse of market power, or
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similar activities do not take place with regard to power transfers under the contracts that are the
subject of FERC Opinion No. 476.

2. The Market Monitoring Unit may release a Member’s confidential information pursuant
to Section LE.1 to the New York ISO, the market monitoring unit of the New York ISO and the
New York ISO Market Advisor only if the New York ISO, the market monitoring unit of the
New York ISO and the New York ISO Market Advisor are subject to obligations limiting the
disclosure of such information that are equivalent to or greater than the limitations on disclosure
specified in this Section LE. Information received from the New York ISO, the market
monitoring unit of the New York ISO, or the New York ISO Market Advisor under Section L.E.1
that is designated as confidential shall be protected from disclosure in accordance with this
Section LE.

II. DEVELOPMENT OF INPUTS FOR PROSPECTIVE MITIGATION

A. Offer Price Caps:

1. The Market Monitor or his designee shall advise the Office of the Interconnection
whether it believes that the cost references, methods and rules included in the Cost Development
Guidelines are accurate and appropriate, as specified in the PJM Manuals.

2. The Market Monitoring Unit shall review the incremental costs (defined in Section 6.4.2
of Schedule 1of the Operating Agreement) included in the Offer Price Cap of a generating unit in
order to ensure that the Market Seller has correctly applied the Cost Development Guidelines,
including its PJM-approved Fuel Cost Policy, and that the level of the Offer Price Cap is
otherwise acceptable. The Market Monitoring Unit shall inform PJM if it believes a Market
Seller has submitted a cost-based offer that is not compliant with these criteria and whether it
recommends that PJM assess the applicable penalty therefor, pursuant to Schedule 2 of the
Operating Agreement.

3. On or before the 21st day of each month, the Market Monitoring Unit shall calculate in
accordance with the applicable criteria whether each generating unit with an offer cap calculated
under Section 6.4.2 of Schedule 1 of the Operating Agreement is eligible to include an adder
based on Frequently Mitigated Unit or Associated Unit status, and shall issue a written notice of
the applicable adder, with a copy to the Office of the Interconnection, to the Market Seller for
each unit that meets the criteria for Frequently Mitigated Unit or Associated Unit status.

4. Notwithstanding the number of jointly pivotal suppliers in any hour, if the Market
Monitoring Unit determines that a reasonable level of competition will not exist based on an
evaluation of all facts and circumstances, it may propose to the Commission the removal of
offer-capping suspensions otherwise authorized by Section 6.4 of Schedule 1 of the Operating
Agreement. Such proposals shall take effect upon Commission acceptance of the Market
Monitoring Unit’s filing.

5. The Market Monitoring Unit shall review all Fuel Cost Policies submitted by Market
Sellers for market power concerns. The Market Monitoring Unit shall communicate its
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determination regarding these criteria to PJM and the Market Seller pursuant to the process
further described in PJM Manual 15.

B. Minimum Generator Operating Parameters:

1. For the 2014/2015 through 2017/2018 Delivery Years, the Market Monitoring Unit shall
provide to the Office of the Interconnection a table of default unit class specific parameter limits
to be known as the “Parameter Limited Schedule Matrix” to be included in Section 6.6(c) of
Schedule 1 of the Operating Agreement. The Parameter Limited Schedule Matrix shall include
default values on a unit-type basis as specified in Section 6.6(c). The Market Monitoring Unit
shall review the Parameter Limited Schedule Matrix annually, and, in the event it determines that
revision is appropriate, shall provide a revised matrix to the Office of the Interconnection by no
later than December 31 prior to the annual enrollment period.

2. The Market Monitoring Unit shall notify Market Sellers of generating units and the
Office of the Interconnection no later than April 1 of its determination of market power concerns
raised regarding each request for a period exception or persistent exception to a value specified
in the Parameter Limited Schedule Matrix or the parameters defined in Section 6.6 of Schedule 1
of the Operating Agreement and the PJM Manuals, provided that the Market Monitoring Unit
receives such request by no later than February 28.

If, prior to the scheduled termination date, a Market Seller submits a request to modify a
temporary exception, the Market Monitoring Unit shall review such request using the same
standard utilized to evaluate period exception and persistent exception requests, and shall
provide its determination of whether the request raises market power concerns, and, if so, any
modifications that would alleviate those concerns, to the Market Seller, with a copy to Office of
the Interconnection, by no later than 15 Business Days from the date of the modification request.

3. When a Market Seller notifies the Market Monitoring Unit of a material change to the
facts relied upon by the Market Monitoring Unit and/or the Office of the Interconnection to
support a parameter limited schedule period or persistent exception, the Market Monitoring Unit
shall make a determination, and provide written notification to the Office of the Interconnection
and the Market Seller, of any change to its determination regarding the exemption request, based
on the material change in facts, by no later than 15 Business Days after receipt of such notice.

4. The Market Monitoring Unit shall notify the Office of the Interconnection of any risk
premium to which it and a Market Seller owning or operating nuclear generation resource agree
or its determination if agreement is not obtained. If a Market Seller submits a risk premium for
its nuclear generation resource that is inconsistent with its agreement or inconsistent with the
Market Monitoring Unit’s determination regarding such risk premium, the Market Monitoring

Unit may exercise its powers to inform Commission staff of its concerns pursuant to Attachment
M.

C. RPM Must-Offer Requirement:
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1. The Market Monitoring Unit shall maintain, post on its website and provide to the Office
of the Interconnection prior to each RPM Auction (updated, as necessary, on at least a quarterly
basis), a list of Existing Generation Capacity Resources located in the PJM Region that are
subject to the RPM must-offer requirement set forth in Section 6.6 of Attachment DD.

2. The Market Monitoring Unit shall evaluate requests submitted by Capacity Market
Sellers for a determination that a Generation Capacity Resource, or any portion thereof, be
removed from Capacity Resource status or exempted from status as a Generation Capacity
Resource subject to Section II.C.1 above and inform both the Capacity Market Seller and the
Office of the Interconnection of such determination in writing by no later ninety (90) days prior
to the commencement of the offer period for the applicable RPM Auction. A Generation
Capacity Resource located in the PJM Region shall not be removed from Capacity Resource
status to the extent the resource is committed to service of PJM loads as a result of an RPM
Auction, FRR Capacity Plan, Locational UCAP transaction and/or by designation as a
replacement resource under this Attachment DD.

3. The Market Monitoring Unit shall evaluate the data and documentation provided to it by
a potential Capacity Market Seller to establish the EFORd to be included in a Sell Offer
applicable to each resource pursuant to Section 6.6(b) of Attachment DD. If a Capacity Market
Seller timely submits a request for an alternative maximum level of EFORd that may be used in
a Sell Offer for RPM Auctions held prior to the date on which the final EFORds used for a
Delivery Year are posted, the Market Monitoring Unit shall attempt to reach agreement with the
Capacity Market Seller on the alternate maximum level of the EFORd by no later than ninety
(90) days prior to the commencement of the offer period for the Base Residual Auction for the
applicable Delivery Year. By no later than ninety (90) days prior to the commencement of the
offer period for the Base Residual Auction for the applicable Delivery Year, the Market
Monitoring Unit shall notify the Office of the Interconnection in writing, notifying the Capacity
Market Seller by copy of the same, of any alternative maximum EFORd to which it and the
Capacity Market Seller agree or its determination of the alternative maximum EFORJ if
agreement is not obtained.

4. The Market Monitoring Unit shall consider the documentation provided to it by a
potential Capacity Market Seller pursuant to Section 6.6 of Attachment DD, and determine
whether a resource owned or controlled by such Capacity Market Seller meets the criteria to
qualify for an exception to the RPM must-offer requirement because the resource (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. The Market Monitoring Unit shall notify the Capacity Market
Seller and the Office of the Interconnection of its determination by no later than ninety (90) days
prior to the commencement of the offer period for the applicable RPM Auction.

In order to establish that a resource is reasonably expected to be physically unable to participate

in the relevant auction as set forth in (i) above, the Capacity Market Seller must demonstrate
that:
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A. It has a documented plan in place to retire the resource prior to or during the
Delivery Year, and has submitted a notice of Deactivation to the Office of the Interconnection
consistent with Section 113.1 of the PJM Tariff, without regard to whether the Office of the
Interconnection has requested the Capacity Market Seller to continue to operate the resource
beyond its desired deactivation date in accordance with Section 113.2 of the PJM Tariff for the
purpose of maintaining the reliability of the PJM Transmission System and the Capacity Market
Seller has agreed to do so;

B. Significant physical operational restrictions cause long term or permanent
changes to the installed capacity value of the resource, or the resource is under major repair that
will extend into the applicable Delivery Year, that will result in the imposition of RPM
performance penalties pursuant to Attachment DD of the PJM Tariff;

C. The Capacity Market Seller is involved in an ongoing regulatory proceeding (e.g.
— regarding potential environmental restrictions) specific to the resource and has received an
order, decision, final rule, opinion or other final directive from the regulatory authority that will
result in the retirement of the resource; or,

D. A resource considered an Existing Generating Capacity Resource because it
cleared an RPM Auction for a Delivery Year prior to the Delivery Year of the relevant auction,
but which is not yet in service, is unable to achieve full commercial operation prior to the
Delivery Year of the relevant auction. The Capacity Market Seller must submit to the Office of
the Interconnection and the Market Monitoring Unit a written sworn, notarized statement of a
corporate officer certifying that the resource will not be in full commercial operation prior to the
referenced Delivery Year.

5. If a Capacity Market Seller submits for the portion of a Generation Capacity Resource
that it owns or controls, and the Office of Interconnection accepts, a Sell Offer (i) at a level of
installed capacity that the Market Monitoring Unit believes is inconsistent with the level
established under Section 5.6.6 of Attachment DD of the PJM Tariff, (ii) at a level of installed
capacity inconsistent with its determination of eligibility for an exception listed in Section II.C.4
above, or (ii1) a maximum EFORJ that the Market Monitoring Unit believes is inconsistent with
the maximum level determined under Section II.C.3 of this Appendix, the Market Monitoring
Unit may exercise its powers to inform Commission staff of its concerns and/or request a
determination from the Commission that would require the Generation Capacity Resource to
submit a new or revised Sell Offer, notwithstanding any determination to the contrary made
under Section 6.6 of Attachment DD.

The Market Monitoring Unit shall also consider the documentation provided by the
Capacity Market Seller pursuant to Section 6.6 of Attachment DD, for generation resources for
which the Office of the Interconnection has not approved an exception to the RPM must-offer
requirement as set forth in Section 6.6(g) of Attachment DD, to determine whether the Capacity
Market Seller’s failure to offer part or all of one or more generation resources into an RPM
Auction would result in an increase of greater than five percent in any Zonal Capacity Price
determined through such auction as required by Section 6.6(i) of Attachment DD, and shall
inform both the Capacity Market Seller and the Office of the Interconnection of its determination
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by no later than two (2) Business Days after the close of the offer period for the applicable RPM
Auction.

D. Unit Specific Minimum Sell Offers:

I. If a Capacity Market Seller timely submits an exception exemption-or-exeeption-request
under Section 5.14(h) of Attachment DD, with all of the required supporting documentation as

speeified—in—seetion—S5-Hh)ef Attachment DD, the Market Monitoring Unit shall review the
request and documentation and shall provide in writing to the Capacity Market Seller and the
Office of the Interconnection by no later than ninety (90) days prior the commencement of the
offer period for the RPM Auction in which it seeks to submit its Sell Offer (a) its determination
whether the level of the proposed Sell Offer raises market power concerns, and (b) if so it shall
calculate and provide to such Capacity Market Seller a minimum Sell offer Based on the data

and documentatlon recelvedw%%%}ﬁ%%e%eﬁﬂ%%ﬂﬁm—eﬁﬁeeﬁm

| 2. All datainfermatien submitted to the Office of the Interconnection or the Market
Monitoring Unit by a Market Participant is subject to verification by the Market Monitoring
Unit.

E. Market Seller Offer Caps:

1. Based on the data and calculations submitted by the Capacity Market Sellers for each
Existing Generation Capacity Resource and the formulas specified in Section 6.7(d) of
Attachment DD, the Market Monitoring Unit shall calculate the Market Seller Offer Cap for each
such resource and provide it to the Capacity Market Seller and the Office of the Interconnection
by no later than ninety (90) days before the commencement of the offer period for the applicable
RPM Auction.

2. The Market Monitoring Unit must attempt to reach agreement with the Capacity Market
Seller on the appropriate level of the Market Seller Offer Cap by no later than ninety (90) days
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prior to the commencement of the offer period for the applicable RPM Auction. If such
agreement cannot be reached, then the Market Monitoring Unit shall inform the Capacity Market
Seller and the Office of the Interconnection of its determination of the appropriate level of the
Market Seller Offer Cap by no later than ninety (90) days prior to the commencement of the
offer period for the applicable RPM Auction, and the Market Monitoring Unit may pursue any
action available to it under Attachment M.

3. 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 Commission for its approval. This provision is duplicated in Section 6.4(a) of Attachment
DD.

F. Mitigation of Offers from Planned Generation Capacity Resources:

Pursuant to Section 6.5 of Attachment DD, the Market Monitoring Unit shall evaluate Sell Offers
for Planned Generation Capacity Resources to determine whether market power mitigation
should be applied and notify in writing each Capacity Market Seller whose Sell Offer has been
determined to be non-competitive and subject to mitigation, with a copy to the Office of the
Interconnection, by no later than one (1) Business Day after the close of the offer period for the
applicable RPM Auction.

G. Data Submission:

Pursuant to Section 6.7 of Attachment DD, the Market Monitoring Unit may request additional
information 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. All data submitted to the
Office of the Interconnection or the Market Monitoring Unit by a Market Participant is subject to
verification by the Market Monitoring Unit.

H. Determination of Default Avoidable Cost Rates:

1. The Market Monitoring Unit shall conduct an annual review of the table of default
Avoidable Cost Rates included in Section 6.7(c) of Attachment DD and calculated on the bases
set forth therein, and determine whether the values included therein need to be updated. If the
Market Monitoring Unit determines that the Avoidable Cost Rates need to be updated, it shall
provide to the Office of the Interconnection updated values or notice of its determination that
updated values are not needed by no later than September 30™ of each year.

2. The Market Monitoring Unit shall indicate in its posted reports on RPM performance the
number of Generation Capacity Resources and megawatts per LDA that use the retirement
default Avoidable Cost Rates.

3. If a Capacity Market Seller does not elect to use a default Avoidable Cost Rate and has
timely provided to the Market Monitoring Unit its request to apply a unit-specific Avoidable
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Cost Rate, along with the data described in Section 6.7 of Attachment DD, the Market
Monitoring Unit shall calculate the Avoidable Cost Rate and provide a unit-specific value to the
Capacity Market Seller for each such resource, and notify the Capacity Market Seller and the
Office of the Interconnection in writing by no later than ninety (90) days prior to the
commencement of the offer period for the applicable RPM Auction whether it agrees that the
unit-specific Avoidable Cost Rate is acceptable. The Capacity Market Seller and Office of the
Interconnection’s deadlines relating to the submittal and acceptance of a request for a unit-
specific Avoidable Cost Rate are delineated in section 6.7(d) of Attachment DD.

1. Determination of PJM Market Revenues:

The Market Monitoring Unit shall calculate the Projected PJIM Market Revenues for any
Generation Capacity Resource to which the Avoidable Cost Rate is applied pursuant to Section
6.8(d) of Attachment DD, and notify the Capacity Market Seller and the Office of the
Interconnection of its determination in writing by no later than ninety (90) days prior to the
commencement of the offer period for the applicable RPM Auction.

J. Determination of Opportunity Costs:

The Market Monitoring Unit shall review and verify the documentation of prices available to
Existing Generation Capacity Resources in markets external to PJM and proposed for inclusion
in Opportunity Costs pursuant to Section 6.7(d)(ii) of Attachment DD. The Market Monitoring
Unit shall notify, in writing, such Generation Capacity Resource and the Office of the
Interconnection if it is dissatisfied with the documentation provided and whether it objects to the
inclusion of such Opportunity Costs in a Market Seller Offer by no later than ninety (90) days
prior to the commencement of the offer period for the applicable RPM Auction. If such
Generation Capacity Resource submits a Market Seller Offer that includes Opportunity Costs
that have not been documented and verified to the Market Monitoring Unit’s satisfaction, then
the Market Monitoring Unit may exercise its powers to inform Commission staff of its concerns
and request a determination that would require the Generation Capacity Resource to remove
them.

III. BLACKSTART SERVICE

A. Upon the submission by a Black Start Unit owner of a request for Black Start Service
revenue requirements and changes to the Black Start Service revenue requirements for the Black
Start Unit, the Black Start Unit owner and the Market Monitoring Unit shall attempt to agree to
values on the level of each component included in the Black Start Service revenue requirements
by no later than May 14 of each year. The Market Monitoring Unit shall calculate the revenue
requirement for each Black Start Unit and provide its calculation to the Office of the
Interconnection by no later than May 14 of each year.

B. Pursuant to the terms of Schedule 6A of the PJM Tariff and the PJM Manuals, the Market
Monitoring Unit will analyze any requested generator black start cost changes on an annual basis
and shall notify the Office of the Interconnection of any costs to which it and the Black Start
Unit owner have agreed or the Market Monitoring Unit’s determination regarding any cost
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components to which agreement has not been obtained. If a Black Start Unit owner includes a
cost component inconsistent with its agreement or inconsistent with the Market Monitoring
Unit’s determination regarding such cost component, and the Office of the Interconnection
accepts the Black Start Service revenue requirements submitted by the Black Start Unit owner,
the Market Monitoring Unit may exercise its powers to inform Commission staff of its concerns
and request a determination that would require the Black Start Service generator to utilize the
values determined by the Market Monitoring Unit or the Office of the Interconnection or such
other values as determined by the Commission.

IV. DEACTIVATION RATES

1. Upon receipt of a notice to deactivate a generating unit under Part V of the PJM Tariff
from the Office of the Interconnection forwarded pursuant to Section 113.1 of the PJM Tariff,
the Market Monitoring Unit shall analyze the effects of the proposed deactivation with regard to
potential market power issues and shall notify the Office of the Interconnection and the generator
owner (of, if applicable, its designated agent) within 30 days of the deactivation request if a
market power issue has been identified. Such notice shall include the specific market power
impact resulting from the proposed deactivation of the generating unit, as well as an initial
assessment of any steps that could be taken to mitigate the market power impact.

2. The Market Monitoring Unit and the generating unit owner shall attempt to come to
agreement on the level of each component included in the Deactivation Avoidable Cost Credit.
In the case of cost of service filing submitted to the Commission in alternative to the
Deactivation Cost Credit, the Market Monitoring Unit shall indicate to the generating unit owner
in advance of filing its views regarding the proposed method or cost components of recovery.
The Market Monitoring Unit shall notify the Office of the Interconnection of any costs to which
it and the generating unit owner have agreed or the Market Monitoring Unit’s determination
regarding any cost components to which agreement has not been obtained. If a generating unit
owner includes a cost component inconsistent with its agreement or inconsistent with the Market
Monitoring Unit’s determination regarding such cost components, the Market Monitoring Unit
may exercise its powers to inform Commission staff of its concerns and seek a determination that
would require the Generating unit to include an appropriate cost component. This provision is
duplicated in Sections 114 and 119 of Part V of the PJM Tariff.

V. OPPORTUNITY COST CALCULATION

The Market Monitoring Unit shall review requests for opportunity cost compensation under
Sections 3.2.3(f-3) and 3.2.3B(h) of Schedule 1 of the Operating Agreement, discuss with the
Office of the Interconnection and individual Market Sellers the amount of compensation, and file
exercise its powers to inform Commission staff of its concerns and request a determination of
compensation as provided by such sections. These requirements are duplicated in Sections
3.2.3(f-3) and 3.2.3B(h) of Schedule 1 of the Operating Agreement.

VI. FTR FORFEITURE RULE
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The Market Monitoring Unit shall calculate Transmission Congestion Credits as required under
Section 5.2.1(b) of Schedule 1 of the Operating Agreement, including the determination of the
identity of the Effective FTR Holder and an evaluation of the overall benefits accrued by an
entity or affiliated entities trading in FTRs and Virtual Transactions in the Day-ahead Energy
Market, and provide such calculations to the Office of the Interconnection. Nothing in this
section shall preclude the Market Monitoring Unit from action to recover inappropriate benefits
from the subject activity if the amount forfeited is less than the benefit derived by the Effective
FTR Holder. If the Office of the Interconnection imposes a forfeiture of the Transmission
Congestion Credit in an amount that the Market Monitoring Unit disagrees with, then it may
exercise its powers to inform Commission staff of its concerns and request an adjustment.

VII. FORCED OUTAGE RULE

1. The Market Monitoring Unit shall observe offers submitted in the Day-ahead Energy
Market to determine whether all or part of a generating unit’s capacity (MW) is designated as
Maximum Emergency and (i) such offer in the Real-time Energy Market designates a smaller
amount of capacity from that unit as Maximum Emergency for the same time period, and (ii)
there is no physical reason to designate a larger amount of capacity as Maximum Emergency in
the offer in the Day-ahead Energy Market than in the Real-time Energy Market, the Market
Monitoring Unit shall notify the Office of Interconnection.

2. If the Market Monitoring Unit observes that (i) an offer submitted in the Day-ahead
Energy market designates all or part of capacity (MW) of a Generating unit as economic
maximum that is less than the economic maximum designated in the offer in the Real-time
Energy Market, and (ii) there is no physical reason to designate a lower economic maximum in
the offer in the Day-ahead Energy Market than in the offer in the Real-time Energy Market, the
Market Monitoring Unit shall notify the Office of Interconnection.

VIII. DATA COLLECTION AND VERIFICATION

The Market Monitoring Unit shall gather and keep confidential detailed data on the procurement
and usage of fuel to produce electric power transmitted in the PJM Region in order to assist the
performance of its duties under Attachment M. To achieve this objective, the Market Monitoring
Unit shall maintain on its website a mechanism that allows Members to conveniently and
confidentially submit such data and develop a manual in consultation with stakeholders that
describes the nature of and procedure for collecting data. Members of PJIM owning a Generating
unit that is located in the PJM Region (including Dynamic Transfer units), or is included in a
PJM Black Start Service plan, committed as a Generation Capacity Resource for the current or
future Delivery Year, or otherwise subject to a commitment to provide service to PJM, shall
provide data to the Market Monitoring Unit.
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5.11 Posting of Information Relevant to the RPM Auctions

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

1) The Preliminary PJM Region Peak Load Forecast (for the PJM Region,
and allocated to each Zone);

i) The PJM Region Installed Reserve Margin, the Pool-wide average
EFORJ, the Forecast Pool Requirement, and all applicable Capacity Import Limits;

ii1))  For the Delivery Years through May 31, 2018, the Demand Resource
Factor;

v) The PJM Region Reliability Requirement, and the Variable Resource
Requirement Curve for the PJIM Region, including the details of any adjustments to account for
Price Responsive Demand and any associated PRD Reservation Prices;

V) The Locational Deliverability Area Reliability Requirement and the
Variable Resource Requirement Curve for each Locational Deliverability Area for which a
separate Variable Resource Requirement Curve has been established for such Base Residual
Auction, including the details of any adjustments to account for Price Responsive Demand and
any associated PRD Reservation Prices, and the CETO and CETL values for all Locational
Deliverability Areas;

Vi) For the Delivery Years starting June 1, 2014 and ending May 31, 2017, the
Minimum Annual Resource Requirement and the Minimum Extended Summer Resource
Requirement for the PJM Region and for each Locational Deliverability Area for which PJM is
required under section 5.10(a) of this Attachment DD to establish a separate VRR Curve for such
Delivery Year; and for the 2017/2018 Delivery Year , the Limited Resource Constraints and the
Sub-Annual Resource Constraints for the PJM Region and for each Locational Deliverability
Area for which PJM is required under section 5.10(a) of this Attachment DD to establish a
separate VRR Curve for such Delivery Year. For the 2018/2019 and 2019/2020 Delivery Years,
the Office of the Interconnection shall establish the Base Capacity Demand Resource Constraints
and the Base Capacity Resource Constraints for the PJM Region and for each Locational
Deliverability Area for which the Office of the Interconnection is required under section 5.10(a)
of this Attachment DD to establish a separate VRR Curve for such Delivery Year;

vii)  Any Transmission Upgrades that are expected to be in service for such
Delivery Year, provided that a Transmission Upgrade that is Backbone Transmission satisfies

the project development milestones set forth in section 5.11A;

viii)  The bidding window time schedule for each auction to be conducted for
such Delivery Year; and
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ix) 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
Locational Deliverability Area for which a separate Variable Resource Requirement Curve has
been established for such Base Residual Auction.

——=b)  The information listed in (a) will be posted and applicable for the First, Second,
Third, and Conditional Incremental Auctions for such Delivery Year, except to the extent
updated or adjusted as required by other provisions of this Tariff.

dc)  Inaccordance 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 obligation resulting
from such final forecast, following the completion of the final Incremental Auction (including
any Conditional Incremental Auction) conducted for such Delivery Year;

ed)  Inaccordance 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 Incremental Auction for such Delivery
Year.

fe) After conducting the Reliability Pricing Model Auctions, PJM will post the results
of each auction as soon thereafter as possible, including any adjustments to PJM Region or LDA
Reliability Requirements to reflect Price Responsive Demand with a PRD Reservation Price
equal to or less than the applicable Base Residual Auction clearing price. The posted results
shall include graphical supply curves that are (a) provided for the entire PJM Region, (b)
provided for any Locational Deliverability Area for which there are four (4) or more suppliers,
and (c) developed using a formulaic approach to smooth the curves using a statistical technique
that fits a smooth curve to the underlying supply curve data while ensuring that the point of
intersection between supply and demand curves 1s at the market clearmg prlce At—saeh—&me
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If PJIM discovers an error in the initial posting of auction results for a particular Reliability
Pricing Model Auction, it shall notify Market Participants of the error as soon as possible after it
is found, but in no event later than 5:00 p.m. of the fifth Business Day following the initial
publication of the results of the auction. After this initial notification, if PJIM determines it is
necessary to post modified results, it shall provide notification of its intent to do so, together with
all available supporting documentation, by no later than 5:00 p.m. of the seventh Business Day
following the initial publication of the results of the auction. Thereafter, PIM must post on its
Web site any corrected auction results by no later than 5:00 p.m. of the tenth Business Day
following the initial publication of the results of the auction. Should any of the above deadlines
pass without the associated action on the part of the Office of the Interconnection, the originally
posted results will be considered final. Notwithstanding the foregoing, the deadlines set forth
above shall not apply if the referenced auction results are under publicly noticed review by the
FERC.
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5.14 Clearing Prices and Charges
a) Capacity Resource Clearing Prices

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall
calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in
such auction. The Capacity Resource Clearing Price for each LDA will be the marginal value of
system capacity for the PJM Region, without considering locational constraints, adjusted as
necessary by any applicable Locational Price Adders, Annual Resource Price Adders, Extended
Summer Resource Price Adders, Limited Resource Price Decrements, Sub-Annual Resource
Price Decrements, Base Capacity Demand Resource Price Decrements, and Base Capacity
Resource Price Decrements, all as determined by the Office of the Interconnection based on the
optimization algorithm. If a Capacity Resource is located in more than one Locational
Deliverability Area, it shall be paid the highest Locational Price Adder in any applicable LDA in
which the Sell Offer for such Capacity Resource cleared. The Annual Resource Price Adder is
applicable for Annual Resources only. The Extended Summer Resource Price Adder is
applicable for Annual Resources and Extended Summer Demand Resources.

The Locational Price Adder applicable to each cleared Seasonal Capacity Performance Resource
is determined during the post-processing of the RPM Auction results consistent with the manner
in which the auction clearing algorithm recognizes the contribution of Seasonal Capacity
Performance Resource Sell Offers in satisfying an LDA’s reliability requirement. For each LDA
with a positive Locational Price Adder with respect to the immediate higher level LDA, starting
with the lowest level constrained LDAs and moving up, PJM determines the quantity of equally
matched Summer-Period Capacity Performance Resources and Winter-Period Capacity
Performance Resources located and cleared within that LDA. Up to this quantity, the cleared
Summer-Period Capacity Performance Resources and Winter-Period Capacity Performance
Resources with the lowest Sell Offer prices will be compensated using the highest Locational
Price Adder applicable to such LDA; and any remaining Seasonal Capacity Performance
Resources cleared within the LDA are effectively moved to the next higher level constrained
LDA, where they are considered in a similar manner for compensation.

b) Resource Make-Whole Payments

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear 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 Offer shall set the marginal value of system capacity.
In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to
the Capacity Resource Clearing Price in such auction times the difference between the Sell
Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity. If the Sell Offer
price of a cleared Seasonal Capacity Performance Resource exceeds the applicable Capacity
Resource Clearing Price, the Capacity Market Seller shall receive a Resource Make-Whole
Payment equal to the difference between the Sell Offer price and Capacity Resource Clearing
Price in such RPM Auction. The cost for any such Resource Make-Whole Payments required in
a Base Residual Auction or Incremental Auction for adjustment of prior capacity commitments
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
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Payments required in an Incremental Auction for capacity replacement shall be collected from all
Capacity Market Buyers in the LDA in which such payments were made, on a pro-rata basis
based on the MWs purchased in such auction.

c) New Entry Price Adjustment

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity
Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with

a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years
if:

1. Such Capacity Market Seller 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 eligible to be considered a Planned Generation Capacity Resource. When the
Capacity Market Seller provides notice of such election, it must specify whether its Sell Offer is
contingent upon qualifying for the New Entry Price Adjustment. The Office of the
Interconnection shall not clear such contingent Sell Offer if it does not qualify for the New Entry
Price Adjustment.

2. All or any part of a Sell Offer from the Planned Generation Capacity
Resource submitted in accordance with section 5.14(c)(1) is the marginal Sell Offer that sets the
Capacity Resource Clearing Price for the LDA.

3. Acceptance of all or any part of a Sell Offer that meets the conditions in
section 5.14(c)(1)-(2) in the BRA increases the total Unforced Capacity committed in the BRA
(including any minimum block quantity) for the LDA in which such Resource will be located
from a megawatt quantity below the LDA Reliability Requirement, minus the Short Term
Resource Procurement Target, to a megawatt quantity at or above a megawatt quantity at the
price-quantity point on the VRR Curve at which the price is 0.40 times the applicable Net CONE
divided by (one minus the pool-wide average EFORA).

4. 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 committed in the first BRA under section 5.14(c)(1)-(2) equal to the lesser of:
A) the price in such seller’s Sell Offer for the BRA in which such resource qualified as a Planned
Generation Capacity Resource that satisfies the conditions in section 5.14(c)(1)-(3); or B) 0.90
times the Net CONE applicable in the first BRA in which such Planned Generation Capacity
Resource meeting the conditions in section 5.14(c)(1)-(3) cleared, on an Unforced Capacity
basis, for such LDA.

5. If the Sell Offer is submitted consistent with section 5.14(c)(1)-(4) the
foregoing conditions, then:

(1) in the first Delivery Year, the Resource sets the Capacity Resource
Clearing Price for the LDA and all cleared resources in the LDA receive
the Capacity Resource Clearing Price set by the Sell Offer as the marginal
offer, in accordance with sections 5.12(a) and 5.14(a).
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(i1) in either of the subsequent two BRAs, if any part of the Sell Offer from
the Resource clears, it shall receive the Capacity Resource Clearing Price
for such LDA for its cleared capacity and for any additional minimum
block quantity pursuant to section 5.14(b); or

(i)  if the Resource does not clear, it shall be deemed resubmitted at the
highest price per MW-day at which the megawatt quantity of Unforced
Capacity of such Resource that cleared the first-year BRA will clear the
subsequent-year BRA pursuant to the optimization algorithm described in
section 5.12(a) of this Attachment, and

(iv)  the resource with its Sell Offer submitted shall clear and shall be
committed to the PJM Region in the amount cleared, plus any additional
minimum-block quantity from its Sell Offer for such Delivery Year, but
such additional amount shall be no greater than the portion of a minimum-
block quantity, if any, from its first-year Sell Offer satisfying section
5.14(c)(1)-(3) that is entitled to compensation pursuant to section 5.14(b)
of this Attachment; and

(V) the Capacity Resource Clearing Price, and the resources cleared, shall be
re-determined to reflect the resubmitted Sell Offer. In such case, the
Resource for which the Sell Offer is submitted pursuant to section
5.14(c)(1)-(4) shall be paid for the entire committed quantity at the Sell
Offer price that it initially submitted in such subsequent BRA. The
difference between such Sell Offer price and the Capacity Resource
Clearing Price (as well as any difference between the cleared quantity and
the committed quantity), will be treated as a Resource Make-Whole
Payment in accordance with Section 5.14(b). Other capacity resources
that clear the BRA in such LDA receive the Capacity Resource Clearing
Price as determined in Section 5.14(a).

6. The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in
the BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price Adjustment for
Delivery Year 2. However, the failure to submit a Sell Offer consistent with section 5.14(c)(4)
in the BRA for Delivery Year 2 shall make the resource ineligible for the New Entry Pricing
Adjustment for Delivery Years 2 and 3.

7. 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 LDA a
separate VRR Curve, notwithstanding the outcome of the test referenced in Section 5.10(a)(ii) of
this Attachment.

8. On or before August 1, 2012, PJM shall file with FERC under FPA

section 205, as determined necessary by PJM following a stakeholder process, tariff changes to
establish a long-term auction process as a not unduly discriminatory means to provide adequate
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long-term revenue assurances to support new entry, as a supplement to or replacement of this
New Entry Price Adjustment.

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 payment equal to the Capacity
Resource Clearing Price, including any Locational Price Adder, of the LDA into which the
Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the
Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from
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 reflected in the
Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone
associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer
Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.
PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell
Offer based on a Qualifying Transmission Upgrade.

e) Locational Reliability Charge

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational
Reliability Charge (subject to certain offsets and other adjustments as described in sections
5.14B, 5.14C, 5.14D, 5.14E and 5.15) equal to such LSE’s Daily Unforced Capacity Obligation
in a Zone during such Delivery Year multiplied by the applicable Final Zonal Capacity Price in
such Zone. PJMSettlement shall be the Counterparty to the LSEs’ obligations to pay, and
payments of, Locational Reliability Charges.

f) The Office of the Interconnection shall determine Zonal Capacity Prices in
accordance with the following, based on the optimization algorithm:

1) The Office of the Interconnection shall calculate and post the Preliminary
Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such
Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the
marginal value of system capacity for the PJM Region, without considering locational
constraints; 2) the Locational Price Adder, if any, for the LDA 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 Capacity Resource
Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources
cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual
Resources and Extended Summer Demand Resources in the LDA for which the zone is located;
4) an adjustment, if required, to account for Resource Make-Whole Payments; and (5) an
adjustment, if required to provide sufficient revenue for payment of any PRD Credits, all as
determined in accordance with the optimization algorithm.

i1) The Office of the Interconnection shall calculate and post the Adjusted

Zonal Capacity Price following each Incremental Auction. The Adjusted Zonal Capacity Price
for each Zone shall equal the sum of: (1) the average marginal value of system capacity
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weighted by the Unforced Capacity cleared in all auctions previously conducted for such
Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the
average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions
previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as
replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual
Resources and Extended Summer Demand Resources for all auctions previously conducted for
such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (4) an
adjustment, if required, to account for Resource Make-Whole Payments for all actions previously
conducted (excluding any Resource Make-Whole Payments to be charged to the buyers of
replacement capacity); and (5) an adjustment, if required to provide sufficient revenue for
payment of any PRD Credits. The Adjusted Zonal Capacity Price may decrease if Unforced
Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.

1i1) The Office of the Interconnection shall calculate and post the Final Zonal
Capacity Price for each Delivery Year after the final auction is held for such Delivery Year, as
set forth above. The Final Zonal Capacity Price for each Zone shall equal the Adjusted Zonal
Capacity Price, as further adjusted to reflect any decreases in the Nominated Demand Resource
Value of any existing Demand Resource cleared in the Base Residual Auction and Second
Incremental Auction.

g) Resource Substitution Charge

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

h) Minimum Offer Price Rule for Certain Generation Capacity Resources

section, the Net Asset Class Costs of New Entry shall be asset-class estimates of competitive,
cost-based nominal levelized Cost of New Entry, net of energy and ancillary service revenues.
Determination of the gross 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(a)(iv)(A) of this Attachment.
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detamme@aereunder—The gross Cost of New Entry component of theNet Asset Class Cost of
New Entry shall be, for purposes of the 2018/2019 Delivery Year and subsequent Delivery
Years, the values indicated in the table below for each CONE Area for a combustion turbine
generator (“CT”),.and a combined cycle generator (“CC”);-and-an-integrated-gasification
combined-eyelegenerator (1GCC™); respectively, and shall be adjusted for subsequent Delivery
Years in accordance with subsection (h)(2)3)+#) below. For purposes of Incremental Auctions for
the 2015/2016, 2016/2017 and 2017/2018 Delivery Years, the MOPR Floor Offer Price shall be
the same as that used in the Base Residual Auction for such Delivery Year. The estimated
energy and ancillary service revenues for each type of plant shall be determined as described in
subsection (h)(3)GH below. Notwithstanding the foregoing, the Net Asset Class Cost of New
Entry shall be zero for: (i) Sell Offers based on nuclear, coal or Integrated Gasification
Combined Cycle facilities; or (ii) Sell Offers based on hydroelectric, wind, or solar facilities.

CONE Areal | CONE Area 2 | CONE Area 3 | CONE Area 4
CT $/MW-yr 132,200 130,300 128,900 130,300
CC $/MW-yr 185,700 176,000 172,600 179,400
el I Sote e e
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| #2)  BeginningCemmeneing with the Delivery Year that begins on June
1, 2019, the gross Cost of New Entry component of the Net Asset Class Cost of New Entry shall

be adjusted to reflect changes in generating plant construction costs in the same manner as set
forth for the cost of new entry in section 5.10(a)(iv)(B), provided, however, that the Applicable
BLS Composite Index used for CC plants shall be calculated from the three indices referenced in
that section but weighted 25% for the wages index, 60% for the construction materials index, and
15% for the turbines index, and provided further that nothing herein shall preclude the Office of
the Interconnection from filing to change the Net Asset Class Cost of New Entry for any
Delivery Year pursuant to appropriate filings with FERC under the Federal Power Act.

| #(3)  For purposes of this provision, the net energy and ancillary
services revenue estimate for a combustion turbine generator shall be that determined by section
5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE
Area shall be based on the Zone within such CONE Area that has the highest energy revenue
estimate calculated under the methodology in that subsection. The net energy and ancillary
services revenue estimate for a combined cycle generator shall be determined in the same
manner as that prescribed for a combustion turbine generator in the previous sentence, except
that the heat rate assumed for the combined cycle resource shall be 6.722 MMbtu/Mwh, the
variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the
Peak-Hour Dispatch scenario for both the Day-Ahead and Real-Time Energy Markets shall be

| modified to dispatch the CC resource continuously during the full peak-hour period, as described

in section 2.46, for each such period that the resource is economic (using the test set forth in such

section), rather than only during the four-hour blocks within such period that such resource is

economic, and the ancillary service revenues shall be $3198 per MW-year.
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€) a Generation Capacity Resource located in the PJM Region that is submitted in an
RPM Auction for a Delivery Year unless a Sell Offer based on that resource has cleared
an RPM Auction for that or any prior Delivery Year, or until a Sell Offer based on that
resource clears an RPM auction for that or any subsequent Delivery Year; or

i) a Generation Capacity Resource located outside the PJM Region
(where such Sell Offer is based solely on such resource) that requires sufficient
transmission investment for delivery to the PJM Region to indicate a long-term
commitment to providing capacity to the PJM Region, unless a Sell Offer based on that
resource has cleared an RPM Auction for that or any prior Delivery Year, or until a Sell
offer based on that resource clears an RPM Auction for that or any subsequent Delivery
Year, in any LDA for which a separate VRR Curve is established for use in the Base
Residual Auction for the Delivery Year relevant to the RPM Auction in which such offer
is submitted, and that is less than 90 percent of the applicable 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 a combustion turbine generator as
provided in subsection (h)(1) above shall be set to equal 90 percent of the applicable Net
Asset Class Cost of New Entry (or set equal to 70 percent of such cost for a combustion
turbine, where there is no otherwise applicable net asset class figure), unless the Capacity
Market Seller obtains the prior determination from the Office of the Interconnection
described in subsection (5) hereof. This provision applies to Sell Offers submitted in
Incremental Auctions conducted after December 19, 2011, provided that the Net Asset
Class Cost of New Entry values for any such Incremental Auctions for the 2012-13 or
2013-14 Delivery Years shall be the Net Asset Class Cost of New Entry values posted by
the Office of the Interconnection for the Base Residual Auction for the 2014-15 Delivery

Year.

ot he o I~ NMOPR Eloo
oto Ho SEemasaw 00

execeptasprovidedin-subseetton-H0hereef—A Sell Offer meeting the criteria in subsection
(4) shall be permitted and shall not be re-set to the price level specified in that subsection if the
Capacity Market Seller obtains a determination from the Office of the Interconnection or the
Commission, prior to the RPM Auction in which it seeks to submit the Sell Offer, that such Sell
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Offer is permissible because it is consistent with the competitive, cost-based, fixed, net cost of
new entry were the resource to rely solely on revenues from PJM-administered markets . The
following process and requirements shall apply to requests for such determinations:
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Irnfeefeeﬂﬂee&eﬁ by no later than one hundred t—h—l—Ft—yLﬁJ&e—H%é) Wenty 1 1201 days prior to the
commencement of the offer period for the RPM Auction in which itsueh-seHer seeks to submit its
Sell Offer, by submitting simultaneously to the Office of the Interconnection and the Market
Monitoring Unit a written request with all of the required documentation as described below
and in the PJM Manuals. For such purpose, the Office of the Interconnection shall post, by no
later than one hundred fifty (150) days prior to the commencement of the offer period for the
relevant RPM Auction, a preliminary estimate for the relevant Delivery Year of the minimum
offer level expected to be established under subsection- (4). If the minimum offer level
subsequently established for the relevant Delivery Year is less than the Sell Offer, the Sell Offer

shaII be permltted and no exceptlon shaII be reqwred —'Phe—@aﬁaert-y—Maf-ket—SeHeH-haH

eertifieation{s)-speeifiedin-this-subseetionh—{ii) As more fully set forth in the PJM Manuals,
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the Capacity Market Seller must include in its request for an exception under this subsection
documentation to support the fixed development, construction, operation, and maintenance costs
of the planned generation resource, as well as estimates of offsetting net revenues. Estimates of
costs or revenues shall be supported at a level of detail comparable to the cost and revenue
estimates used to support the Net Asset Class Cost of New Entry established under this section
5.14(h). As more fully set forth in the PJM Manuals, supporting documentation for project costs
may include, as applicable and available, a complete project description; environmental permits;
vendor quotes for plant or equipment; evidence of actual costs of recent comparable projects;
bases for electric and gas interconnection costs and any cost contingencies; bases and support for
property taxes, insurance, operations and maintenance (“O&M™) contractor costs, and other fixed
O&M and administrative or general costs; financing documents for construction—period and
permanent financing or evidence of recent debt costs of the seller for comparable investments;
and the bases and support for the claimed capitalization ratio, rate of return, cost-recovery
period, inflation rate, or other parameters used in financial modeling. Such documentation also
shall identify and support any sunk costs that the Capacity Market Seller has reflected as a
reduction to its Sell Offer The request shall include a certification, signed by an officer of the
Capacity Market Seller, that the claimed costs accurately reflect, in all material respects, the
seller’s reasonably expected costs of new entry and that the request satisfies all standards for an
exception hereunder. The request also shall identify all revenue sources relied upon in the Sell
Offer to offset the claimed fixed costs, including, without limitation, long-term power supply
contracts, tolling agreements, or tariffs on file with state regulatory agencies, and shall
demonstrate that such offsetting revenues are consistent, over a reasonable time period identified
by the Capacity Market Seller, with the standard prescribed above. In making such
demonstration, the Capacity Market Seller may rely upon forecasts of competitive electricity
prices in the PJM Region based on well defined models that include fully documented estimates
of future fuel prices, variable operation and maintenance expenses, energy demand, emissions
allowance prices, and expected environmental or energy policies that affect the seller’s forecast
of electricity prices in such region, employing input data from sources readily available to the
public. Documentation for net revenues also may include, as available and applicable, plant
performance and capability information, including heat rate, start-up times and costs, forced
outage rates, planned outage schedules, maintenance cycle, fuel costs and other variable
operations and maintenance expenses, and ancillary service capabilities. In addition to the
documentation identified herein and in the PJM Manuals, the Capacity Market Seller shall
provide any additional supporting information reasonably requested by the Office of the
Interconnection or the Market Monitoring Unit to evaluate the Sell Offer. Requests for
additional documentation will not extend the deadline by which the Office of the Interconnection
or the Market Monitoring Unit must provide their determinations of the Minimum Offer Price
Rule exception request. Fhe-Capacity-MarketSelershall have-an-onsoineoblisation-throush

@ii) A Sell Offer evaluated hereunder shall be permitted if the

information provided reasonably demonstrates that the Sell Offer’s competitive, cost-based,
fixed, net cost of new entry is below the minimum offer level prescribed by subsection (4), based
on competitive cost advantages relative to the costs estimated for subsection (4), including,
without limitation, competitive cost advantages resulting from the Capacity Market Seller’s
business model, financial condition, tax status, access to capital or other similar conditions
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affecting the applicant’s costs, or based on net revenues that are reasonably demonstrated
hereunder to be higher than estimated for subsection (4). Capacity Market Sellers shall be asked
to demonstrate that claimed cost advantages or sources of net revenue that are irregular or
anomalous, that do not reflect arm’s-length transactions, or that are not in the ordinary course of
the Capacity Market Seller’s business are consistent with the standards of this subsection.
Failure to adequately support such costs or revenues so as to enable the Office of the
Interconnection to make the determination required in this section will result in denial of an
exception hereunder by the Office of the Interconnection.

e T T S
Appendix—to—this—Tariff—the Market Monitoring Unit shall review the informationrequest and
supperting documentation_in support of the request and shall provide its findings whether the
proposed Sell Offer is acceptable, in accordance with the standards and criteria hereunder, in
writing, to the Capacity Market Seller and the Office of the Interconnectiondetermination by no
later than ninety (90)ferty—five<45) days prior to the commencementafterreeeipt of the offer
period for such auctionexemption-or-execeptionreguest. The Office of the Interconnection shall
also review all exemption-and-exception requests -to-determine-whether-the requestis-aceceptable

n-accordance—with-thestandards-and-eriteriaunder-this—seetion514h)-and documentation and
shall provide-its—determination in writing to the Capacity Market Seller, andwith-a—<epy—te the

Market Monitoring Unit, its determination whether the requested Sell Offer is acceptable and if
not it shall calculate and provide to such Capacity Market Seller, a minimum Sell Offer based on
the data and documentation received, by no later than sixty-five (65) days prior to the

commencement of the offer perrod for the relevant RPM Auctron&&er—reeer—pt—ef—t—he@eempﬁeﬂ—er

exemption—or—exeception—request. If the Office of the Interconnection determines that the
requested Sell Offer is acceptable the Capac1tv Market Seller Shall notlfv the Market
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1) +#-and the Office of the Interconnection, in writing, of the
minimum level of Sell Offer to which it agrees to commit by-prevides-writtennotice-of

revoeation-to-the-Capaeity Market-SeHer no later than sixty (60)thirty36) days prior to the
commencement of the offer perlod for the relevant RPM Auctlon fer—thfeh—ﬂ&e—seHer—sabﬂmted—a

1) Capacity Export Charges and Credits

(D) Charge

Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a
Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission
Service used for such export (“Export Reserved Capacity’”) multiplied by (the Final Zonal
Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control
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Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery
Year for the Zone in which the resources designated for export are located, but not less than
zero). If more than one Zone forms the interface with such Control Area, then the amount of
Reserved Capacity described above shall be apportioned among such Zones for purposes of the
above calculation in proportion to the flows from such resource through each such Zone directly
to such interface under CETO/CETL analysis conditions, as determined by the Office of the
Interconnection using procedures set forth in the PIM Manuals. The amount of the Reserved
Capacity that is associated with a fully controllable facility that crosses such interface shall be
completely apportioned to the Zone within which such facility terminates.

(2) Credit

To recognize the value of firm Transmission Service held by any such Capacity Export
Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall
receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities
under section 5.15. Such credit shall be equal to the locational capacity price difference
specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as
follows:

Export Customer’s Allocated Share equals

(Export Path Import * Export Reserved Capacity) /

(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone).
Where:

“Export Path Import” means the megawatts of Unforced Capacity imported into the export
interface Zone from the Zone in which the resource designated for export is located.

If more than one Zone forms the interface with such Control Area, then the amount of Export
Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation
in the same manner as set forth in subsection (i)(1) above.

3) Distribution of Revenues

Any revenues collected from the Capacity Export Charge with respect to any capacity export for
a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be
distributed to the Load Serving Entities in the export-interface Zone that were assessed a

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced
Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If
more than one Zone forms the interface with such Control Area, then the revenues shall be
apportioned among such Zones for purposes of the above calculation in the same manner as set
forth in subsection (i)(1) above.

5.14A [Reserved.]

Page 52



Document Accession #: 20180109-5201 Filed Date: 01/09/2018

5.14B Generating Unit Capability Verification Test Requirements Transition Provision for
RPM Delivery Years 2014/2015, 2015/2016, and 2016/2017

A. This transition provision applies only with respect to Generation Capacity Resources with
existing capacity commitments for the 2014/2015, 2015/2016, or 2016/2017 Delivery Years that
experience reductions in verified installed capacity available for sale as a direct result of revised
generating unit capability verification test procedures effective with the summer 2014 capability
tests, as set forth in the PJM Manuals. A Generation Capacity Resource meeting the description
of the preceding sentence, and the Capacity Market Seller of such a resource, are hereafter in this
section 5.14B referred to as an “Affected Resource” and an “Affected Resource Owner,”
respectively.

B. For each of its Affected Resources, an Affected Resource Owner is required to provide
documentation to the Office of the Interconnection sufficient to show a reduction in installed
capacity value as a direct result of the revised capability test procedures. Upon acceptance by
the Office of the Interconnection, the Affected Resource’s installed capacity value will be
updated in the eRPM system to reflect the reduction, and the Affected Resource’s Capacity
Interconnection Rights value will be updated to reflect the reduction, effective June 1, 2014. The
reduction’s impact on the Affected Resource’s existing capacity commitments for the 2014/2015
Delivery Year will be determined in Unforced Capacity terms, using the final EFORd value
established by the Office of the Interconnection for the 2014/2015 Delivery Year as applied to
the Third Incremental Auction for the 2014/2015 Delivery Year, to convert installed capacity to
Unforced Capacity. The reduction’s impact on the Affected Resource’s existing capacity
commitments for each of the 2015/2016 and 2016/2017 Delivery Years will be determined in
Unforced Capacity terms, using the EFORd value from each Sell Offer in each applicable RPM
Auction, applied on a pro-rata basis, to convert installed capacity to Unforced Capacity. The
Unforced Capacity impact for each Delivery Year represents the Affected Resource’s capacity
commitment shortfall, resulting wholly and directly from the revised capability test procedures,
for which the Affected Resource Owner is subject to a Capacity Resource Deficiency Charge for
the Delivery Year, as described in section 8 of this Attachment DD, unless the Affected
Resource Owner (i) provides replacement Unforced Capacity, as described in section 8.1 of this
Attachment DD, prior to the start of the Delivery Year to resolve the Affected Resource’s total
capacity commitment shortfall; or (ii) requests relief from Capacity Resource Deficiency
Charges that result wholly and directly from the revised capability test procedures by electing the
transition mechanism described in this section 5.14B (“Transition Mechanism”).

C. Under the Transition Mechanism, an Affected Resource Owner may elect to have the
Unforced Capacity commitments for all of its Affected Resources reduced for the 2014/2015,
2015/2016, or 2016/2017 Delivery Years to eliminate the capacity commitment shortfalls, across
all of its Affected Resources, that result wholly and directly from the revised capability test
procedures, and for which the Affected Resource Owner otherwise would be subject to Capacity
Resource Deficiency Charges for the Delivery Year. In electing this option, the Affected
Resource Owner relinquishes RPM Auction Credits associated with the reductions in Unforced
Capacity commitments for all of its Affected Resources for the Delivery Year, and Locational
Reliability Charges as described in section 5.14(e) of this Attachment DD are adjusted
accordingly. Affected Resource Owners wishing to elect the Transition Mechanism for the
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2015/2016 Delivery Year must notify the Office of the Interconnection by May 30, 2014.
Affected Resource Owners wishing to elect the Transition Mechanism for the 2016/2017
Delivery Year must notify the Office of the Interconnection by July 25, 2014.

D. The Office of the Interconnection will offset the total reduction (across all Affected
Resources and Affected Resource Owners) in Unforced Capacity commitments associated with
the Transition Mechanism for the 2015/2016 and 2016/2017 Delivery Years by applying
corresponding adjustments to the quantity of Buy Bid or Sell Offer activity in the upcoming
Incremental Auctions for each of those Delivery Years, as described in sections 5.12(b)(ii) and
5.12(b)(ii1) of this Attachment DD.

E. By electing the Transition Mechanism, an Affected Resource Owner may receive relief
from applicable Capacity Resource Deficiency Charges for the 2014/2015, 2015/2016, or
2016/2017 Delivery Years, and a Locational UCAP Seller that sells Locational UCAP based on
an Affected Resource owned by the Affected Resource Owner may receive relief from
applicable Capacity Resource Deficiency Charges for the 2014/2015 Delivery Year, to the extent
that the Affected Resource Owner demonstrates, to the satisfaction of the Office of the
Interconnection, that an inability to deliver the amount of Unforced Capacity previously
committed for the 2014/2015, 2015/2016, or 2016/2017 Delivery Years is due to a reduction in
verified installed capacity available for sale as a direct result of revised generating unit capability
verification test procedures effective with the summer 2014 capability tests, as set forth in the
PJM Manuals; provided, however, that the Affected Resource Owner must provide the Office of
the Interconnection with all information deemed necessary by the Office of the Interconnection
to assess the merits of the request for relief.

5.14C Demand Response Operational Resource Flexibility Transition Provision for RPM
Delivery Years 2015/2016 and 2016/2017

A. This transition provision applies only to Demand Resources for which a Curtailment
Service Provider has existing RPM commitments for the 2015/2016 or 2016/2017 Delivery
Years (alternatively referred to in this section 5.14C as “Applicable Delivery Years” and each an
“Applicable Delivery Year”) that (i) cannot satisfy the 30-minute notification requirement as
described in Section A.2 of Attachment DD-1 of the Tariff and the parallel provision of Schedule
6 of the RAA; (ii) are not excepted from the 30-minute notification requirement as described in
Section A.2 of Attachment DD-1 of the Tariff and the parallel provision of Schedule 6 of the
RAA; and (iii) cleared in the Base Residual Auction or First Incremental Auction for the
2015/2016 Delivery Year, or cleared in the Base Residual Auction for the 2016/2017 Delivery
Year. A Demand Resource meeting these criteria and the Curtailment Service Provider of such a
resource are hereafter in this section 5.14C referred to as an “Affected Demand Resource” and an
“Affected Curtailment Service Provider,” respectively.

B. For this section 5.14C to apply to an Affected Demand Resource, the Affected
Curtailment Service Provider must notify the Office of the Interconnection in writing, with

regard to the following information by the applicable deadline:

1) For each applicable Affected Demand Resource: the number of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year by end-use customer site
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that the Affected Curtailment Service Provider cannot deliver, calculated based on
the most current information available to the Affected Curtailment Service
Provider; the end-use customer name; electric distribution company’s account
number for the end-use customer; address of end-use customer; type of Demand
Resource (i.e., Limited DR, Annual DR, Extended Summer DR); the Zone or sub-
Zone in which the end-use customer is located; and, a detailed description of why
the end-use customer cannot comply with the 30-minute notification requirement
or qualify for one of the exceptions to the 30-minute notification requirement
provided in Section A.2 of Attachment DD-1 of the Tariff and the parallel
provision of Schedule 6 of the RAA.

1) If applicable, a detailed analysis that quantifies the amount of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year for prospective customer sales
that could not be contracted by the Affected Curtailment Service Provider because of the
30-minute notification requirement provided in Section A.2 of Attachment DD-1 of the
Tariff and the parallel provision of Schedule 6 of the RAA that the Affected Curtailment
Service Provider cannot deliver, by type of Demand Resource (i.e. Limited DR, Annual
DR, Extended Summer DR) and by Zone and sub-Zone, as applicable. The analysis
should include the amount of Unforced Capacity expected from prospective customer
sales for each Applicable Delivery Year and must include supporting detail to
substantiate the difference in reduced sales expectations. The Affected Curtailment
Service Provider should maintain records to support its analysis.

1. For the 2015/2016 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Third Incremental Auction for the 2015/2016 Delivery Year. Such Affected Curtailment
Service Provider that utilizes this transition provision may not sell or offer to sell megawatts in
the modeled LDA or sub-LDA where an Affected Demand Resource is located in the Third
Incremental Auction for the 2015/2016 Delivery Year.

2. For the 2016/2017 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Second Incremental Auction for the 2016/2017 Delivery Year. Such Affected
Curtailment Service Provider that utilizes this transition provision may not sell or offer to sell
megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located in
the Second or Third Incremental Auctions for the 2016/2017 Delivery Year.

3. For the 2016/2017 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Third Incremental Auction for the 2016/2017 Delivery Year. Such Affected Curtailment
Service Provider that utilizes this transition provision must not have sold or offered to sell
megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located in
the Second Incremental Auction for the 2016/2017 Delivery Year, and may not sell or offer to
sell megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located
in the Third Incremental Auction for the 2016/2017 Delivery Year.

C. For the Third Incremental Auction for the 2015/2016 Delivery Year and the First,
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Second, and Third Incremental Auctions for the 2016/2017 Delivery Year, the Office of the
Interconnection shall publish aggregate information on the undeliverable megawatts declared
under this transition provision (hereafter, “non-viable megawatts”), by type of Demand Resource
and by Zone or sub-Zone, concurrently with its posting of planning parameters for the applicable
Scheduled Incremental Auction. Non-viable megawatts for a Scheduled Incremental Auction for
an Applicable Delivery Year represent those megawatts meeting the criteria of subsection A
above and declared in accordance with subsection B above. Prior to each Third Incremental
Auction for an Applicable Delivery Year, the Office of the Interconnection shall apply
adjustments equal to the declared non-viable megawatt quantity to the quantity of Buy Bid or
Sell Offer activity in the upcoming Scheduled Incremental Auctions for the Applicable Delivery
Year, as described in sections 5.12(b)(i1) and 5.12(b)(iii) of this Attachment DD. Prior to the
Second Incremental Auction for the 2016/2017 Delivery Year, the Office of the Interconnection
shall adjust the recalculated PJM Region Reliability Requirement and recalculated LDA
Reliability Requirements, as described in section 5.4(c) of this Attachment DD, by the applicable
quantity of declared non-viable megawatts, and shall update the PJM Region Reliability
Requirement and each LDA Reliability Requirement for such Second Incremental Auction only
if the combined change of the applicable adjustment and applicable recalculation is greater than
or equal to the lessor of (i) 500 megawatts or (i1) one percent of the prior PIM Region Reliability
Requirement or one percent of the prior LDA Reliability Requirement, as applicable.

D. Prior to the start of each Applicable Delivery Year, the Office of the Interconnection shall
reduce, by type of Demand Resource and by Zone or sub-Zone, the capacity commitment of each
Affected Curtailment Service Provider that utilizes this transition provision for the Applicable
Delivery Year based on the non-viable megawatts declared by the Affected Curtailment Service
Provider under this transition provision. If the Affected Curtailment Service Provider cleared
megawatts from multiple Affected Demand Resources of the same type and Zone or sub-Zone,
or cleared megawatts in multiple RPM Auctions for the Applicable Delivery Year, the Office of
the Interconnection shall allocate the reduction in capacity commitment by type of Demand
Resource and by Zone or sub-Zone across the applicable Affected Demand Resources and
relevant RPM Auctions. Such allocation shall be performed on a pro-rata basis, based on
megawatts cleared by the Affected Demand Resources in the relevant RPM Auctions.

E. For each Applicable Delivery Year, an Affected Curtailment Service Provider that
utilizes this transition provision for the Applicable Delivery Year relinquishes an Affected
Demand Resource’s RPM Auction Credits for the amount of capacity commitment reduction as
determined under subsection D above. Locational Reliability Charges as described in section
5.14(e) of this Attachment DD are also adjusted accordingly.

5.14D Capacity Performance and Base Capacity Transition Provision for RPM Delivery
Years 2016/2017 and 2017/2018

A. This transition provision applies only for procuring Capacity Performance Resources for
the 2016/2017 and 2017/2018 Delivery Years.

B. For both the 2016/2017 and 2017/2018 Delivery Years, PJM will hold a Capacity
Performance Transition Incremental Auction to procure Capacity Performance Resources.
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1. For each Capacity Performance Transition Incremental Auction, the optimization
algorithm shall consider:

. the target quantities of Capacity Performance Resources specified below;
o the Sell Offers submitted in such auction.

The Office of the Interconnection shall submit a Buy Bid based on the quantity of Capacity
Performance Resources specified for that Delivery Year. For the 2016/2017 Delivery Year, the
Office of the Interconnection shall submit a Buy Bid, at a price no higher than 0.5 times the Net
CONE value for the PJM Region determined for the Base Residual Auction for that Delivery
Year, for a quantity of Capacity Performance Resources equal to 60 percent of the updated
Reliability Requirement for the PJM Region. For the 2017/2018 Delivery Year, the Office of
the Interconnection shall submit a Buy Bid, at a price no higher than 0.6 times the Net CONE
value for the PJM Region determined for the Base Residual Auction for that Delivery Year, for a
quantity of Capacity Performance Resources equal to 70 percent of the updated Reliability
Requirement for the PJM Region.

2. For each Capacity Performance Transition Incremental Auction, the Office of the
Interconnection shall calculate a clearing price to be paid for each megawatt-day of Unforced
Capacity that clears in such auction. For the 2016/2017 Delivery Year, the Capacity Resource
Clearing Price for any Capacity Performance Transition Incremental Auction shall not exceed
0.5 times the Net CONE value for the PJM Region determined for the Base Residual Auction for
that Delivery Year. For the 2017/2018 Delivery Year, the Capacity Resource Clearing Price for
any Capacity Performance Transition Incremental Auction shall not exceed 0.6 times the Net
CONE value for the PJM Region determined for the Base Residual Auction for that Delivery
Year.

3. A Capacity Market Seller may offer any Capacity Resource that has not been
committed in an FRR Capacity Plan, that qualifies as a Capacity Performance Resource under
section 5.5A(a) and that (i) has not cleared an RPM Auction for that Delivery Year; or (ii) has
cleared in an RPM Auction for that Delivery Year. A Capacity Market Seller may offer an
external Generation Capacity Resource to the extent that such resource: (i) is reasonably
expected, by the relevant Delivery Year, to meet all applicable requirements to be treated as
equivalent to PJM Region internal generation that is not subject to NERC tagging as an
interchange transaction; (ii) has long-term firm transmission service confirmed on the complete
transmission path from such resource into PJM; and (iii) is, by written commitment of the
Capacity Market Seller, subject to the same obligations imposed on Generation Capacity
Resources located in the PJM Region by section 6.6 of Attachment DD of the PJM Tariff to offer
their capacity into RPM Auctions.

4. Capacity Resources that already cleared an RPM Auction for a Delivery Year,
retain the capacity obligations for that Delivery Year, and clear in a Capacity Performance
Transition Incremental Auction for the same Delivery Year shall: (i) receive a payment equal to
the Capacity Resource Clearing Price as established in that Capacity Performance Transition
Incremental Auction; and (ii) not be eligible to receive a payment for clearing in any prior RPM
Auction for that Delivery Year.
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D. All Capacity Performance Resources that clear in a Capacity Performance Transition
Incremental Auction will be subject to the Non-Performance Charge set forth in section 10A.

5.14E Demand Response Legacy Direct Load Control Transition Provision for RPM
Delivery Years 2016/2017, 2017/2018, and 2018/2019

A. This transition provision applies only to Demand Resources for which a Curtailment
Service Provider has existing RPM commitments for the 2016/2017, 2017/2018, or 2018/2019
Delivery Years (alternatively referred to in this section 5.14E as “Applicable Delivery Years”
and each an “Applicable Delivery Year”) that (i) qualified as Legacy Direct Load Control before
June 1, 2016 as described in Section G of Attachment DD-1 of the Tariff and the parallel
provision of Schedule 6 of the RAA; (ii) cannot meet the requirements for using statistical
sampling for residential non-interval metered customers as described in Section K of Attachment
DD-1 of the Tariff and the parallel provision of Schedule 6 of the RAA; and (iii) cleared in the
Base Residual Auction or First Incremental Auction for the 2016/2017 Delivery Year, cleared in
the Base Residual Auction for the 2017/2018 Delivery Year, or cleared in the Base Residual
Auction for the 2018/2019 Delivery Year. A Demand Resource meeting these criteria and the
Curtailment Service Provider of such a resource are hereafter in this section 5.14E referred to as
an “Affected Demand Resource” and an “Affected Curtailment Service Provider,” respectively.

B. For this section 5.14E to apply to an Affected Demand Resource, the Affected
Curtailment Service Provider must notify the Office of the Interconnection in writing, with
regard to the following information, by the applicable deadline:

1) For each applicable Affected Demand Resource: the number of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year by end-use customer site
that the Affected Curtailment Service Provider cannot deliver, calculated based on
the most current information available to the Affected Curtailment Service
Provider; electric distribution company’s account number for the end-use
customer; address of end-use customer; type of Demand Resource (i.e., Limited
DR, Annual DR, Extended Summer DR); the Zone or sub-Zone in which the end-
use customer is located; and, a detailed description of why the endues customer
cannot comply with statistical sampling for residential non-interval metered
customers requirement as described in Section K of Attachment DD-1 of the
Tariff and the parallel provision of Schedule 6 of the RAA.

1) If applicable, a detailed analysis that quantifies the amount of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year for prospective customer
sales that could not be contracted by the Affected Curtailment Service Provider
because of the statistical sampling for residential non-interval metered customers
requirement as described in Section K of Attachment DD-1 of the Tariff and the
parallel provision of Schedule 6 of the RAA that the Affected Curtailment Service
Provider cannot deliver, by type of Demand Resource (i.e. Limited DR, Annual
DR, Extended Summer DR) and by Zone and sub-Zone, as applicable. The
analysis should include the amount of Unforced Capacity expected from
prospective customer sales for each Applicable Delivery Year and must include
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supporting detail to substantiate the difference in reduced sales expectations. The
Affected Curtailment Service Provider should maintain records to support its
analysis.

1. For the 2016/2017 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Second and/or Third Incremental Auction for the 2016/2017 Delivery Year. Such
Affected Curtailment Service Provider that utilizes this transition provision may not sell or offer
to sell megawatts in the matching LDA or sub-LDA where an Affected Demand Resource is
located in the Second or Third Incremental Auction for the 2016/2017 Delivery Year.

2. For the 2017/2018 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the First, Second and/or Third Incremental Auction for the 2017/2018 Delivery Year. Such
Affected Curtailment Service Provider that utilizes this transition provision may not sell or offer
to sell megawatts in the matching LDA or sub-LDA where an Affected Demand Resource is
located in the First, Second or Third Incremental Auctions for the 2017/2018 Delivery Year.

3. For the 2018/2019 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the First, Second and/or Third Incremental Auction for the 2018/2019 Delivery Year. Such
Affected Curtailment Service Provider that utilizes this transition provision may not sell or offer
to sell megawatts in the matching LDA or sub-LDA where an Affected Demand Resource is
located in the First, Second or Third Incremental Auctions for the 2018/2019 Delivery Year.

C. For the Second and Third Incremental Auction for the 2016/2017 Delivery Year, the
First, Second, and Third Incremental Auctions for the 2017/2018 Delivery Year, and the First,
Second, and Third Incremental Auctions for the 2018/2019 Delivery Year, the Office of the
Interconnection shall publish aggregate information on the undeliverable megawatts declared
under this transition provision (hereafter, “non-viable megawatts”), by type of Demand Resource
and by Zone or sub-Zone, concurrently with its posting of planning parameters for the applicable
Scheduled Incremental Auction. Non-viable megawatts for a Scheduled Incremental Auction for
an Applicable Delivery Year represent those megawatts meeting the criteria of subsection A
above and declared in accordance with subsection B above. Prior to each Scheduled Incremental
Auction for an Applicable Delivery Year, the Office of the Interconnection shall apply
adjustments equal to the declared non-viable megawatt quantity to the quantity of Buy Bid or
Sell Offer activity in the upcoming Scheduled Incremental Auctions for the Applicable Delivery
Year, as described in sections 5.12(b)(ii) and 5.12(b)(iii) of this Attachment DD. Prior to the
Second Incremental Auction for the 2016/2017 Delivery Year, the First and Second Incremental
Auction for the 2017/2018 Delivery Year, and the First and Second Incremental Auction for the
2018/2019 Delivery Year, the Office of the Interconnection shall adjust the recalculated PIM
Region Reliability Requirement and recalculated LDA Reliability Requirements, as described in
section 5.4(c) of this Attachment DD, by the applicable quantity of declared non-viable
megawatts, and shall update the PJM Region Reliability Requirement and each LDA Reliability
Requirement for such Incremental Auction only if the combined change of the applicable
adjustment and applicable recalculation is greater than or equal to the lessor of (i) 500 megawatts
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or (ii) one percent of the prior PJM Region Reliability Requirement or one percent of the prior
LDA Reliability Requirement, as applicable.

D. Prior to the start of each Applicable Delivery Year, the Office of the Interconnection shall
reduce, by type of Demand Resource and by Zone or sub-Zone, the capacity commitment of each
Affected Curtailment Service Provider that utilizes this transition provision for the Applicable
Delivery Year based on the non-viable megawatts declared by the Affected Curtailment Service
Provider under this transition provision. If the Affected Curtailment Service Provider cleared
megawatts from multiple Affected Demand Resources of the same type and Zone or sub-Zone,
or cleared MWs in multiple RPM Auctions for the Applicable Delivery Year, the Office of the
Interconnection shall allocate the reduction in capacity commitment by type of Demand
Resource and by Zone or sub-Zone across the applicable Affected Demand Resources and
relevant RPM Auctions. Such allocation shall be performed on a pro-rata basis, based on
megawatts cleared by the Affected Demand Resources in the relevant RPM Auctions.

E. For each Applicable Delivery Year, an Affected Curtailment Service Provider that
utilizes this transition provision for the Applicable Delivery Year relinquishes an Affected
Demand Resource’s RPM Auction credits for the amount of capacity commitment reduction as
determined under subsection D above. Locational Reliability Charges as described in section
5.14(e) of this Attachment DD are also adjusted accordingly.
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Definitions —R - S
Ramping Capability:

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts
per minute.

Real-time Congestion Price:

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Real-time Loss Price:

“Real-time Loss Price” shall mean the Loss Price resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Real-time Energy Market:

“Real-time Energy Market” shall mean the purchase or sale of energy and payment of
Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in
the Operating Day.

Real-time Offer:

“Real-time Offer” shall mean a new offer or an update to a Market Seller’s existing cost-based or
market-based offer for a clock hour, submitted after the close of the Day-ahead Energy Market.

Real-time Prices:

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Real-time Settlement Interval:

“Real-time Settlement Interval” shall mean the interval used by settlements, which shall be every
five minutes.

Real-time System Energy Price:

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
of the Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Reasonable Efforts:
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“Reasonable Efforts” shall mean, with respect to any action required to be made, attempted, or
taken by an Interconnection Party or by a Construction Party under Tariff, Part [V or Part VI, an
Interconnection Service Agreement, or a Construction Service Agreement, such efforts as are
timely and consistent with Good Ultility Practice and with efforts that such party would undertake
for the protection of its own interests.

Receiving Party:

“Receiving Party” shall mean the entity receiving the capacity and energy transmitted by the
Transmission Provider to Point(s) of Delivery.

Referral:

“Referral” shall mean a formal report of the Market Monitoring Unit to the Commission for
investigation of behavior of a Market Participant, of behavior of PJM, or of a market design
flaw, pursuant to Tariff, Attachment M, section IV.1.

Reference Resource:

“Reference Resource” shall mean a combustion turbine generating station, configured with two
General Electric Frame 7FA turbines with inlet air cooling to 50 degrees, Selective Catalytic
Reduction technology all CONE Areas, dual fuel capability, and a heat rate of 10.096 Mmbtu/
MWh.

Regional Entity:

“Regional Entity” shall have the same meaning specified in the Operating Agreement.
Regional Transmission Expansion Plan:

“Regional Transmission Expansion Plan” shall mean the plan prepared by the Office of the
Interconnection pursuant to Schedule 6 of the Operating Agreement for the enhancement and
expansion of the Transmission System in order to meet the demands for firm transmission
service in the PJM Region.

Regional Transmission Group (RTG):

“Regional Transmission Group” or “RTG” shall mean a voluntary organization of transmission
owners, transmission users and other entities approved by the Commission to efficiently
coordinate transmission planning (and expansion), operation and use on a regional (and
interregional) basis.

Regulation:

“Regulation” shall mean the capability of a specific generation resource or Demand Resource
with appropriate telecommunications, control and response capability to seperately increase and
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decrease its output or adjust load in response to a regulating control signal, in accordance with
the specifications in the PJM Manuals.

Regulation Effective Megawatts:

“Regulation Effective Megawatts” shall equal the product of 1) the amount of Regulation that a
resource is providing in a given hour, 2) the resource’s historic performance score, and 3) the
resource’s Regulation Rate of Technical Substitution.

Regulation Marginal Rate of Technical Substitution:

“Regulation Marginal Rate of Technical Substitution” shall mean the Regulation Rate of
Technical Substitution assigned to the last dynamic Regulation resource committed to provide
Regulation service in a given hour.

Regulation Rate of Technical Substitution:

“Regulation Rate of Technical Substitution” shall mean a value along the Regulation Rate of
Technical Substitution Curve that translates a dynamic Regulation resource into a traditional
Regulation resource. Regulation Rate of Technical Substitution is calculated in accordance with
the PJM Manuals.

Regulation Rate of Technical Substitution Curve:

“Regulation Rate of Technical Substitution Curve” shall mean a function that defines the
operational relationship between traditional and dynamic Regulation resources utilized to meet
the Regulation Requirement. Regulation Rate of Technical Substitution Curve is calculated in
accordance with the PJM

Manuals.

Regulation Requirement:

“Regulation Requirement” shall mean the calculated Regulation Effective Megawatts required
to be maintained in a Regulation Zone, absent any increase to account for additional Regulation
scheduled to address operational uncertainty. Regulation Requirement is defined in accordance
with the PJM Manuals.

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.

Relevant Electric Retail Regulatory Authority:
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“Relevant Electric Retail Regulatory Authority” shall mean an entity that has jurisdiction over
and establishes prices and policies for competition for providers of retail electric service to end-
customers, such as the city council for a municipal utility, the governing board of a cooperative
utility, the state public utility commission or any other such entity.

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, and as amended from time to time thereafter.

Reliability Pricing Model Auction:

“Reliability Pricing Model Auction” or “RPM Auction” shall mean the Base Residual Auction or
any Incremental Auction, or, for the 2016/2017 and 2017/2018 Delivery Years, any Capacity
Performance Transition Incremental Auction.

Required Transmission Enhancements:

“Regional Transmission Enhancements” shall mean enhancements and expansions of the
Transmission System that (1) a Regional Transmission Expansion Plan developed pursuant to
Schedule 6 of the Operating Agreement or (2) any joint planning or coordination agreement
between PJM and another region or transmission planning authority set forth in Tariff, Schedule
12-Appendix B (“Appendix B Agreement’) designates one or more of the Transmission
Owner(s) to construct and own or finance. Required Transmission Enhancements shall also
include enhancements and expansions of facilities in another region or planning authority that
meet the definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or
have been classified as transmission facilities in a ruling by FERC addressing such facilities
constructed pursuant to an Appendix B Agreement cost responsibility for which has been
assigned at least in part to PJM pursuant to such Appendix B Agreement.

Reserved Capacity:

“Reserved Capacity” shall mean the maximum amount of capacity and energy that the
Transmission Provider agrees to transmit for the Transmission Customer over the Transmission
Provider’s Transmission System between the Point(s) of Receipt and the Point(s) of Delivery
under Tariff, Part II. Reserved Capacity shall be expressed in terms of whole megawatts on a
sixty (60) minute interval (commencing on the clock hour) basis.

Reserve Penalty Factor:

“Reserve Penalty Factor” shall mean the cost, in $/MWh, associated with being unable to meet a
specific reserve requirement in a Reserve Zone or Reserve Sub-zone. A Reserve Penalty Factor

will be defined for each reserve requirement in a Reserve Zone or Reserve Sub-zone.

Reserve Sub-zone:
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“Reserve Sub-zone” shall mean any of those geographic areas wholly contained within a Reserve
Zone, consisting of a combination of a portion 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, reserve service.

Reserve Zone:

“Reserve Zone” shall mean any of those geographic areas 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, reserve service.

Residual Auction Revenue Rights:

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability, including the
return to service of existing transmission capability, that was not modeled pursuant to Operating
Agreement, Schedule 1, section 7.5 and the parallel provisions of Tariff, Attachment K-
Appendix in compliance with Operating Agreement, Schedule 1, section 7.4.2 (h) and the
parallel provisions of Tariff, Attachment K-Appendix, and, if modeled, would have increased the
amount of stage 1 Auction Revenue Rights allocated pursuant to Operating Agreement, Schedule
1, section 7.4.2 and the parallel provisions of Tariff, Attachment K-Appendix; provided that, the
foregoing notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental
Auction Revenue Rights allocated pursuant to Tariff, Part VI; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Operating Agreement,
Schedule 6 for transmission upgrades that create such rights.

Residual Metered Load:

“Residual Metered Load” shall mean all load remaining in an electric distribution company’s
fully metered franchise area(s) or service territory(ies) after all nodally priced load of entities
serving load in such area(s) or territory(ies) has been carved out.

Resource Substitution Charge:

“Resource Substitution Charge” shall mean a charge assessed on Capacity Market Buyers in an
Incremental Auction to recover the cost of replacement Capacity Resources.

Revenue Data for Settlements:
“Revenue Data for Settlements” shall mean energy quantities used in accounting and billing as
determined pursuant to Tariff, Attachment K-Appendix and the corresponding provisions of

Operating Agreement, Schedule 1.

RPM Seller Credit:
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“RPM Seller Credit” shall mean an additional form of Unsecured Credit defined in Tariff,
Attachment Q, section IV.

Scheduled Incremental Auctions:
“Scheduled Incremental Auctions” shall refer to the First, Second, or Third Incremental Auction.
Schedule of Work:

“Schedule of Work” shall mean that schedule attached to the Interconnection Construction
Service Agreement setting forth the timing of work to be performed by the Constructing Entity
pursuant to the Interconnection Construction Service Agreement, based upon the Facilities Study
and subject to modification, as required, in accordance with Transmission Provider’s scope
change process for interconnection projects set forth in the PJM Manuals.

Scope of Work:

“Scope of Work™ shall mean that scope of the work attached as a schedule to the Interconnection
Construction Service Agreement and to be performed by the Constructing Entity(ies) pursuant to
the Interconnection Construction Service Agreement, provided that such Scope of Work may be
modified, as required, in accordance with Transmission Provider’s scope change process for
interconnection projects set forth in the PJM Manuals.

Seasonal Capacity Performance Resource:

“Seasonal Capacity Performance Resource” shall have the same meaning specified in Tariff,
Attachment DD, section 5.5A.

Secondary Systems:

“Secondary Systems” shall mean control or power circuits that operate below 600 volts, AC or
DC, including, but not limited to, any hardware, control or protective devices, cables,
conductors, electric raceways, secondary equipment panels, transducers, batteries, chargers, and
voltage and current transformers.

Second Incremental Auction:

“Second Incremental Auction” shall mean an Incremental Auction conducted ten months before
the Delivery Year to which it relates.

Security:
“Security” shall mean the security provided by the New Service Customer pursuant to Section
212.4 or Section 213.4 of the Tariff to secure the New Service Customer’s responsibility for

Costs under the Interconnection Service Agreement or Upgrade Construction Service Agreement
and Section 217 of the Tariff.
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Segment:
“Segment” shall have the same meaning as described in section 3.2.3(e) of Schedule 1 of this
Agreement.

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 or an Incremental Auction of a Sell Offer indicating such Market Seller’s intent that
such Capacity Resource be Self-Supply. Self-Supply may be either committed regardless of
clearing price or submitted as a Sell Offer with a price bid. A Load Serving Entity's Sell Offer
with a price bid for an owned or contracted Capacity Resource shall not be deemed “Self-
Supply,” unless it is designated as Self-Supply and used by the LSE to meet obligations under
this Attachment or the Reliability Assurance Agreement.

Sell Offer:

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

Service Agreement:

“Service Agreement” shall mean the initial agreement and any amendments or supplements
thereto entered into by the Transmission Customer and the Transmission Provider for service
under the Tariff.

Service Commencement Date:

“Service Commencement Date” shall mean the date the Transmission Provider begins to provide
service pursuant to the terms of an executed Service Agreement, or the date the Transmission
Provider begins to provide service in accordance with Section 15.3 or Section 29.1 under the
Tariff.

Short-Term Firm Point-To-Point Transmission Service:

“Short-Term Firm Point-To-Point Transmission Service” shall mean Firm Point-To-Point
Transmission Service under Tariff, Part II with a term of less than one year.

Short-term Project:
“Short-term Project” shall have the same meaning provided in the Operating Agreement.

Short-Term Resource Procurement Target:
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“Short-Term Resource Procurement Target” shall mean, for Delivery Years through May 31,
2018, as to the PJM Region, for purposes of the Base Residual Auction, 2.5% of the PJM Region
Reliability Requirement determined for such Base Residual Auction, for purposes of the First
Incremental Auction, 2% of the of the PJM Region Reliability Requirement as calculated at the
time of the Base Residual Auction; and, for purposes of the Second Incremental Auction, 1.5%
of the of the PJM Region Reliability Requirement as calculated at the time of the Base Residual
Auction; and, as to any Zone, an allocation of the PJM Region Short-Term Resource
Procurement Target based on the Preliminary Zonal Forecast Peak Load, reduced by the amount
of load served under the FRR Alternative. For any LDA, the LDA Short-Term Resource
Procurement Target shall be the sum of the Short-Term Resource Procurement Targets of all
Zones in the LDA.

Short-Term Resource Procurement Target Applicable Share:

“Short-Term Resource Procurement Target Applicable Share” shall mean, for Delivery Years
through May 31, 2018: (i) for the PJM Region, as to the First and Second Incremental Auctions,
0.2 times the Short-Term Resource Procurement Target used in the Base Residual Auction and,
as to the Third Incremental Auction for the PJM Region, 0.6 times such target; and (i1) for an
LDA, as to the First and Second Incremental Auctions, 0.2 times the Short-Term Resource
Procurement Target used in the Base Residual Auction for such LDA and, as to the Third
Incremental Auction, 0.6 times such target.

Site:

“Site” shall mean all of the real property, including but not limited to any leased real property
and easements, on which the Customer Facility is situated and/or on which the Customer
Interconnection Facilities are to be located.

Small Commercial Customer:

“Small Commercial Customer,” as used in RAA, Schedule 6 and Tariff, Attachment DD-1, shall
mean a commercial retail electric end-use customer of an electric distribution company that
participates in a mass market demand response program under the jurisdiction of a RERRA and
satisfies the definition of a “small commercial customer” under the terms of the applicable

RERRA’s program, provided that the customer has an annual peak demand no greater than
100kW.

Small Generation Resource:

“Small Generation Resource” shall mean an Interconnection Customer’s device of 20 MW or
less for the production and/or storage for later injection of electricity identified in an
Interconnection Request, but shall not include the Interconnection Customer’s Interconnection
Facilities. This term shall include Energy Storage Resources and/or other devices for storage for

later injection of energy.

Small Inverter Facility:
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“Small Inverter Facility” shall mean an Energy Resource that is a certified small inverter-based
facility no larger than 10 kW.

Small Inverter ISA:

“Small Inverter ISA” shall mean an agreement among Transmission Provider, Interconnection
Customer, and Interconnected Transmission Owner regarding interconnection of a Small Inverter
Facility under Tariff, Part IV, section 112B.

Special Member:

“Special Member” shall mean an entity that satisfies the requirements of Operating Agreement,
Schedule 1, section 1.5A.02, and the parallel provisions of Tariff, Attachment K-Appendix, or
the special membership provisions established under the Emergency Load Response and Pre-
Emergency Load Response Programs.

Spot Market Backup:

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the
PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason.

Spot Market Energy:

“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PIM
Interchange Energy Market at System Energy Prices determined as specified in Operating
Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix.

Start Additional Labor Costs:

“Start Additional Labor Costs” shall mean additional labor costs for startup required above
normal station manning levels.

Start-Up Costs:

“Start-Up Costs” shall mean the unit costs to bring the boiler, turbine and generator from
shutdown conditions to the point after breaker closure which is typically indicated by
telemetered or aggregated state estimator megawatts greater than zero and is determined based
on the cost of start fuel, total fuel-related cost, performance factor, electrical costs (station
service), start maintenance adder, and additional labor cost if required above normal station
manning. Start-Up Costs can vary with the unit offline time being categorized in three unit
temperature conditions: hot, intermediate and cold.

State:
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“State” shall mean the District of Columbia and any State or Commonwealth of the United
States.

State Commission:

“State Commission” shall mean any state regulatory agency having jurisdiction over retail
electricity sales in any State in the PJM Region.

State Estimator:

“State Estimator” shall mean the computer model of power flows specified in Operating
Agreement, Schedule 1, section 2.3 and the parallel provisions of Tariff, Attachment K-
Appendix.

Station Power:

“Station Power” shall mean energy used for operating the electric equipment on the site of a
generation facility located in the PJM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for compressors at a compressed air energy storage facility; (iv) used for charging an
Energy Storage Resource or a Capacity Storage Resource; or (v) used in association with
restoration or black start service.

Sub-Annual Resource Constraint:

“Sub-Annual Resource Constraint” shall mean, for the 2017/2018 Delivery Year and for FRR
Capacity Plans the 2017/2018 and 2018/2019 Delivery Years, for the PIM Region or for each
LDA for which the Office of the Interconnection is required under section 5.10(a) of Tariff
Attachment DD to establish a separate VRR Curve for a Delivery Year, a limit on the total
amount of Unforced Capacity that can be committed as Limited Demand Resources and
Extended Summer Demand Resources for the 2017/2018 Delivery Year in the PJM Region or in
such LDA, calculated as the Sub-Annual Resource Reliability Target for the PJIM Region or for
such LDA, respectively, minus the Short-Term Resource Procurement Target for the PJM
Region or for such LDA, respectively.

Sub-Annual Resource Price Decrement:

“Sub-Annual Resource Price Decrement” shall mean, for the 2017/2018 Delivery Year, a
difference between the clearing price for Extended Summer Demand Resources and the clearing
price for Annual Resources, representing the cost to procure additional Annual Resources out of

merit order when the Sub-Annual Resource Constraint is binding.

Sub-Annual Resource Reliability Target:
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“Sub-Annual Reliability Target” for the PIM Region or an LDA, shall mean the maximum
amount of the combination of Extended Summer Demand Resources and Limited Demand
Resources in Unforced Capacity determined by PJM to be consistent with the maintenance of
reliability, stated in Unforced Capacity, that shall be used to calculate the Minimum Annual
Resource Requirement for Delivery Years through May 31, 2017 and the Sub-Annual Resource
Constraint for the 2017/2018 and 2018/2019 Delivery Years. As more fully set forth in the PJIM
Manuals, PJM calculates the Sub-Annual Resource Reliability Target, by first determining a
reference annual loss of load expectation (“LOLE”) assuming no Demand Resources. The
calculation for the unconstrained portion of the PJM Region uses a daily distribution of loads
under a range of weather scenarios (based on the most recent load forecast and iteratively
shifting the load distributions to result in the Installed Reserve Margin established for the
Delivery Year in question) and a weekly capacity distribution (based on the cumulative capacity
availability distributions developed for the Installed Reserve Margin study for the Delivery Year
in question). The calculation for each relevant LDA uses a daily distribution of loads under a
range of weather scenarios (based on the most recent load forecast for the Delivery Year in
question) and a weekly capacity distribution (based on the cumulative capacity availability
distributions developed for the Capacity Emergency Transfer Objective study for the Delivery
Year in question). For the relevant LDA calculation, the weekly capacity distributions are
adjusted to reflect the Capacity Emergency Transfer Limit for the Delivery Year in question.

For both the PJM Region and LDA analyses, PJM then models the commitment of varying
amounts of DR (displacing otherwise committed generation) as interruptible from May 1 through
October 31 and unavailable from November 1 through April 30 and calculates the LOLE at each
DR level. The Extended Summer DR Reliability Target is the DR amount, stated as a percentage
of the unrestricted peak load, that produces no more than a ten percent increase in the LOLE,
compared to the reference value. The Sub-Annual Resource Reliability Target shall be
expressed as a percentage of the forecasted peak load of the PJM Region or such LDA and is
converted to Unforced Capacity by multiplying [the reliability target percentage] times [the
Forecast Pool Requirement] times [the DR Factor] times [the forecasted peak load of the PIM
Region or such LDA, reduced by the amount of load served under the FRR Alternative].

Sub-meter:

“Sub-meter” shall mean a metering point for electricity consumption that does not include all
electricity consumption for the end-use customer as defined by the electric distribution company
account number. PJM shall only accept sub-meter load data from end-use customers for
measurement and verification of Regulation service as set forth in the Economic Load Response
rules and PJM Manuals.

Summer-Period Capacity Performance Resource:

“Summer-Period Capacity Performance Resource” shall have the same meaning specified in
Tariff, Attachment DD, section 5.5A.

Switching and Tagging Rules:
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“Switching and Tagging Rules” shall mean the switching and tagging procedures of
Interconnected Transmission Owners and Interconnection Customer as they may be amended
from time to time.

Synchronized Reserve:

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

Synchronized Reserve Event:

“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled to provide
Synchronized Reserve in one or more specified Reserve Zones or Reserve Sub-zones, within ten
minutes, to increase the energy output or reduce load by the amount of assigned or self-
scheduled Synchronized Reserve capability.

Synchronized Reserve Requirement:

“Synchronized Reserve Requirement” shall mean the megawatts required to be maintained in a
Reserve Zone or Reserve Sub-zone as Synchronized Reserve, absent any increase to account for
additional reserves scheduled to address operational uncertainty. The Synchronized Reserve
Requirement is calculated in accordance with the PJM Manuals.

System Condition:

“System Condition” shall mean a specified condition on the Transmission Provider’s system or
on a neighboring system, such as a constrained transmission element or flowgate, that may
trigger Curtailment of Long-Term Firm Point-to-Point Transmission Service using the
curtailment priority pursuant to Tariff, Part II, section 13.6. Such conditions must be identified
in the Transmission Customer’s Service Agreement.

System Energy Price:

“System Energy Price” shall mean the energy component of the Locational Marginal Price,
which is the price at which the Market Seller has offered to supply an additional increment of
energy from a resource, calculated as specified in Operating Agreement, Schedule 1, section 2
and the parallel provisions of Tariff, Attachment K-Appendix.

System Impact Study:

“System Impact Study” shall mean an assessment by the Transmission Provider of (i) the

adequacy of the Transmission System to accommodate a Completed Application, an
Interconnection Request or an Upgrade Request, (ii) whether any additional costs may be
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incurred in order to provide such transmission service or to accommodate an Interconnection
Request, and (iii) with respect to an Interconnection Request, an estimated date that an
Interconnection Customer’s Customer Facility can be interconnected with the Transmission
System and an estimate of the Interconnection Customer’s cost responsibility for the
interconnection; and (iv) with respect to an Upgrade Request, the estimated cost of the requested
system upgrades or expansion, or of the cost of the system upgrades or expansion, necessary to
provide the requested incremental rights.

System Protection Facilities:

“System Protection Facilities” shall refer to the equipment required to protect (i) the
Transmission System, other delivery systems and/or other generating systems connected to the
Transmission System from faults or other electrical disturbance occurring at or on the Customer
Facility, and (ii) the Customer Facility from faults or other electrical system disturbance
occurring on the Transmission System or on other delivery systems and/or other generating
systems to which the Transmission System is directly or indirectly connected. System Protection
Facilities shall include such protective and regulating devices as are identified in the Applicable
Technical Requirements and Standards or that are required by Applicable Laws and Regulations
or other Applicable Standards, or as are otherwise necessary to protect personnel and equipment
and to minimize deleterious effects to the Transmission System arising from the Customer
Facility.
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ATTACHMENT M - APPENDIX

I CONFIDENTIALITY OF DATA AND INFORMATION

A. Party Access:

1. No Member shall have a right hereunder to receive or review any documents, data or
other information of another Member, including documents, data or other information provided
to the Market Monitoring Unit, to the extent such documents, data or information have been
designated as confidential pursuant to the procedures adopted by the Market Monitoring Unit or
to the extent that they have been designated as confidential by such other Member; provided,
however, a Member may receive and review any composite documents, data and other
information that may be developed based on such confidential documents, data or information if
the composite does not disclose any individual Member’s confidential data or information.

2. Except as may be provided in this Appendix, the Plan, the PJIM Operating Agreement or
in the PJM Tariff, the Market Monitoring Unit shall not disclose to PJM Members or to third
parties, any documents, data, or other information of a Member or entity applying for
Membership, to the extent such documents, data, or other information has been designated
confidential pursuant to the procedures adopted by the Market Monitoring Unit or by such
Member or entity applying for membership; provided that nothing contained herein shall prohibit
the Market Monitoring Unit from providing any such confidential information to its agents,
representatives, or contractors to the extent that such person or entity is bound by an obligation
to maintain such confidentiality.

The Market Monitoring Unit, its designated agents, representatives, and contractors shall
maintain as confidential the electronic tag (“e-Tag”) data of an e-Tag Author or Balancing
Authority (defined as those terms are used in FERC Order No. 771) to the same extent as
Member data under this Section I. Nothing contained herein shall prohibit the Market
Monitoring Unit from sharing with the market monitor of another Regional Transmission
Organization (“RTQO”), Independent System Operator (“ISO”), upon their request, the e-Tags of
an e-Tag Author or Balancing Authority for intra-PJM Region transactions and interchange
transactions scheduled to flow into, out of or through the PJM Region, to the extent such market
monitor has requested such information as part of its investigation of possible market violations
or market design flaws, and to the extent that such market monitor is bound by a tariff provision
requiring that the e-Tag data be maintained as confidential, or in the absence of a tariff
requirement governing confidentiality, a written agreement with the Market Monitoring Unit
consistent with FERC Order No. 771, and any clarifying orders and implementing regulations.

The Market Monitoring Unit shall collect and use confidential information only in connection
with its authority under this Appendix, the Plan, the PJM Operating Agreement or in the PJM
Tariff and the retention of such information shall be in accordance with the Office of the
Interconnection’s data retention policies.

3. Nothing contained herein shall prevent the Market Monitoring Unit from releasing a
Member’s confidential data or information to a third party provided that the Member has
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delivered to the Market Monitoring Unit specific, written authorization for such release setting
forth the data or information to be released, to whom such release is authorized, and the period of
time for which such release shall be authorized. The Market Monitoring Unit shall limit the
release of a Member’s confidential data or information to that specific authorization received
from the Member. Nothing herein shall prohibit a Member from withdrawing such authorization
upon written notice to the Market Monitoring Unit, who shall cease such release as soon as
practicable after receipt of such withdrawal notice.

4. Reciprocal provisions to this Section [ hereof, delineating the -confidentiality
requirements of the Office of the Interconnection and PJM members, are set forth in Section
18.17 of the PIM Operating Agreement.

B. Required Disclosure:

1. Notwithstanding anything in the foregoing section to the contrary, and subject to the
provisions of Section I.C below, if the Market Monitoring Unit is required by applicable law,
order, or in the course of administrative or judicial proceedings, to disclose to third parties,
information that is otherwise required to be maintained in confidence pursuant to the PJM Tariff,
PJM Operating Agreement, Attachment M or this Appendix, the Market Monitoring Unit may
make disclosure of such information; provided, however, that as soon as the Market Monitoring
Unit learns of the disclosure requirement and prior to making disclosure, the Market Monitoring
Unit shall notify the affected Member or Members of the requirement and the terms thereof and
the affected Member or Members may direct, at their sole discretion and cost, any challenge to or
defense against the disclosure requirement. The Market Monitoring Unit shall cooperate with
such affected Members to the maximum extent practicable to minimize the disclosure of the
information consistent with applicable law. The Market Monitoring Unit shall cooperate with the
affected Members to obtain proprietary or confidential treatment of such information by the
person to whom such information is disclosed prior to any such disclosure.

2. Nothing in this Section I shall prohibit or otherwise limit the Market Monitoring Unit’s
use of information covered herein if such information was: (i) previously known to the Market
Monitoring Unit without an obligation of confidentiality; (ii) independently developed by or for
the Office of the Interconnection and/or the PJM Market Monitor using non-confidential
information; (ii1) acquired by the Office of the Interconnection and/or the PJM Market Monitor
from a third party which is not, to the Office of the Market Monitoring Unit’s knowledge, under
an obligation of confidence with respect to such information; (iv) which is or becomes publicly
available other than through a manner inconsistent with this Section I.

3. The Market Monitoring Unit shall impose on any contractors retained to provide
technical support or otherwise to assist with the implementation of the Plan or this Appendix a
contractual duty of confidentiality consistent with the Plan or this Appendix. A Member shall not
be obligated to provide confidential or proprietary information to any contractor that does not
assume such a duty of confidentiality, and the Market Monitoring Unit shall not provide any
such information to any such contractor without the express written permission of the Member
providing the information.
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C. Disclosure to FERC and CFTC:

1. Notwithstanding anything in this Section I to the contrary, if the FERC, the Commodity
Futures Trading Commission (“CFTC”) or the staff of those commissions, during the course of
an investigation or otherwise, requests information from the Market Monitoring Unit that is
otherwise required to be maintained in confidence pursuant to the PJM Tariff, the PJM Operating
Agreement, the Plan or this Appendix, the Market Monitoring Unit shall provide the requested
information to the FERC, CFTC or their staff, within the time provided for in the request for
information. In providing the information to the FERC or its staff, the Market Monitoring Unit
may request, consistent with 18 C.F.R. §§ 1b.20 and 388.112, or to the CFTC or its staff, the
Market Monitoring Unit may request, consistent with 17 C.F.R. §§ 11.3 and 145.9, that the
information be treated as confidential and non-public by the respective commission and its staff
and that the information be withheld from public disclosure. The Market Monitoring Unit shall
promptly notify any affected Member(s) if the Market Monitoring Unit receives from the FERC,
CFTC or their staff, written notice that the commission has decided to release publicly or has
asked for comment on whether such commission should release publicly, confidential
information previously provided to a commission Market Monitoring Unit.

2. The foregoing Section I.C.1 shall not apply to requests for production of information
under Subpart D of the FERC’s Rules of Practice and Procedure (18 CFR Part 385) in
proceedings before FERC and its administrative law judges. In all such proceedings, the Office
of the Interconnection and/or the Market Monitoring Unit shall follow the procedures in Section

L.B.
D. Disclosure to Authorized Commissions:
1. Notwithstanding anything in this Section I to the contrary, the Market Monitoring Unit

shall disclose confidential information, otherwise required to be maintained in confidence
pursuant to the PJM Tariff, the PIM Operating Agreement, the Plan or this Appendix, to an
Authorized Commission under the following conditions:

(1) The Authorized Commission has provided the FERC with a properly executed
Certification in the form attached to the PJM Operating Agreement as Schedule 10A. Upon
receipt of the Authorized Commission’s Certification, the FERC shall provide public notice of
the Authorized Commission’s filing pursuant to 18 C.F.R. § 385.2009. If any interested party
disputes the accuracy and adequacy of the representations contained in the Authorized
Commission’s Certification, that party may file a protest with the FERC within 14 days of the
date of such notice, pursuant to 18 C.F.R. § 385.211. The Authorized Commission may file a
response to any such protest within seven days. Each party shall bear its own costs in connection
with such a protest proceeding. If there are material changes in law that affect the accuracy and
adequacy of the representations in the Certification filed with the FERC, the Authorized
Commission shall, within thirty (30) days, submit an amended Certification identifying such
changes. Any such amended Certification shall be subject to the same procedures for comment
and review by the FERC as set forth above in this paragraph.
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(i1))  Neither the Office of the Interconnection nor the Market Monitoring Unit may
disclose data to an Authorized Commission during the FERC’s consideration of the Certification
and any filed protests. If the FERC does not act upon an Authorized Commission’s Certification
within 90 days of the date of filing, the Certification shall be deemed approved and the
Authorized Commission shall be permitted to receive confidential information pursuant to this
Section I. In the event that an interested party protests the Authorized Commission’s
Certification and the FERC approves the Certification, that party may not challenge any
Information Request made by the Authorized Commission on the grounds that the Authorized
Commission is unable to protect the confidentiality of the information requested, in the absence
of a showing of changed circumstances.

(ii1))  Any confidential information provided to an Authorized Commission pursuant to
this Section I shall not be further disclosed by the recipient Authorized Commission except by
order of the FERC.

(iv)  The Market Monitoring Unit shall be expressly entitled to rely upon such
Authorized Commission Certifications in providing confidential information to the Authorized
Commission, and shall in no event be liable, or subject to damages or claims of any kind or
nature hereunder, due to the ineffectiveness or inaccuracy of such Authorized Commission
Certifications.

(v) The Authorized Commission may provide confidential information obtained from
the Market Monitoring Unit to such of its employees, attorneys and contractors as needed to
examine or handle that information in the course and scope of their work on behalf of the
Authorized Commission, provided that (a) the Authorized Commission has internal procedures
in place, pursuant to the Certification, to ensure that each person receiving such information
agrees to protect the confidentiality of such information (such employees, attorneys or
contractors to be defined hereinafter as “Authorized Persons”); (b) the Authorized Commission
provides, pursuant to the Certification, a list of such Authorized Persons to the Office of the
Interconnection and the Market Monitoring Unit and updates such list, as necessary, every ninety
(90) days; and (c) any third-party contractors provided access to confidential information sign a
nondisclosure agreement in the form attached to the PJM Operating Agreement as Schedule 10
before being provided access to any such confidential information.

2. The Market Monitoring Unit may, in the course of discussions with an Authorized
Person, orally disclose information otherwise required to be maintained in confidence, without
the need for a prior Information Request. Such oral disclosures shall provide enough information
to enable the Authorized Person or the Authorized Commission with which that Authorized
Person is associated to determine whether additional Information Requests are appropriate. The
Market Monitoring Unit will not make any written or electronic disclosures of confidential
information to the Authorized Person pursuant to this Section 1.D.2. In any such discussions, the
Market Monitoring Unit shall ensure that the individual or individuals receiving such
confidential information are Authorized Persons as defined herein, orally designate confidential
information that is disclosed, and refrain from identifying any specific Affected Member whose
information is disclosed. The Market Monitoring Unit shall also be authorized to assist
Authorized Persons in interpreting confidential information that is disclosed. The Market
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Monitoring Unit shall provide any Affected Member with oral notice of any oral disclosure
immediately, but not later than one (1) Business Day after the oral disclosure. Such oral notice to
the Affected Member shall include the substance of the oral disclosure, but shall not reveal any
confidential information of any other Member and must be received by the Affected Member
before the name of the Affected Member is released to the Authorized Person; provided
however, disclosure of the identity of the Affected Party must be made to the Authorized
Commission with which the Authorized Person is associated within two (2) Business Days of the
initial oral disclosure.

3. As regards Information Requests:

(1) Information Requests to the Office of the Interconnection and/or Market
Monitoring Unit by an Authorized Commission shall be in writing, which shall include
electronic communications, addressed to the Market Monitoring Unit, and shall: (a) describe the
information sought in sufficient detail to allow a response to the Information Request; (b)
provide a general description of the purpose of the Information Request; (c) state the time period
for which confidential information is requested; and (d) re-affirm that only Authorized Persons
shall have access to the confidential information requested. The Market Monitoring Unit shall
provide an Affected Member with written notice, which shall include electronic communication,
of an Information Request by an Authorized Commission as soon as possible, but not later than
two (2) Business Days after the receipt of the Information Request.

(i)  Subject to the provisions of Section 1.D.3(iii) below, the Market Monitoring Unit
shall supply confidential information to the Authorized Commission in response to any
Information Request within five (5) Business Days of the receipt of the Information Request, to
the extent that the requested confidential information can be made available within such period;
provided however, that in no event shall confidential information be released prior to the end of
the fourth (4th) Business Day without the express consent of the Affected Member. To the extent
that the Market Monitoring Unit cannot reasonably prepare and deliver the requested confidential
information within such five (5) day period, it shall, within such period, provide the Authorized
Commission with a written schedule for the provision of such remaining confidential
information. Upon providing confidential information to the Authorized Commission, the Market
Monitoring Unit shall either provide a copy of the confidential information to the Affected
Member(s), or provide a listing of the confidential information disclosed; provided, however,
that the Market Monitoring Unit shall not reveal any Member’s confidential information to any
other Member.

(ii1))  Notwithstanding Section 1.D.3(ii1), above, should the Office of the
Interconnection, the Market Monitoring Unit or an Affected Member object to an Information
Request or any portion thereof, any of them may, within four (4) Business Days following the
Market Monitoring Unit’s receipt of the Information Request, request, in writing, a conference
with the Authorized Commission to resolve differences concerning the scope or timing of the
Information Request; provided, however, nothing herein shall require the Authorized
Commission to participate in any conference. Any party to the conference may seek assistance
from FERC staff in resolution of the dispute or terminate the conference process at any time.
Should such conference be refused or terminated by any participant or should such conference
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not resolve the dispute, then the Office of the Interconnection, Market Monitoring Unit, or the
Affected Member may file a complaint with the FERC pursuant to Rule 206 objecting to the
Information Request within ten (10) Business Days following receipt of written notice from any
conference participant terminating such conference. Any complaints filed at the FERC objecting
to a particular Information Request shall be designated by the party as a “fast track” complaint
and each party shall bear its own costs in connection with such FERC proceeding. The grounds
for such a complaint shall be limited to the following: (a) the Authorized Commission is no
longer able to preserve the confidentiality of the requested information due to changed
circumstances relating to the Authorized Commission’s ability to protect confidential
information arising since the filing of or rejection of a protest directed to the Authorized
Commission’s Certification; (b) complying with the Information Request would be unduly
burdensome to the complainant, and the complainant has made a good faith effort to negotiate
limitations in the scope of the requested information; or (c) other exceptional circumstances exist
such that complying with the Information Request would result in harm to the complainant.
There shall be a presumption that “exceptional circumstances,” as used in the prior sentence,
does not include circumstances in which an Authorized Commission has requested wholesale
market data (or Market Monitoring Unit workpapers that support or explain conclusions or
analyses) generated in the ordinary course and scope of the operations of the Market Monitoring
Unit. There shall be a presumption that circumstances in which an Authorized Commission has
requested personnel files, internal emails and internal company memos, analyses and related
work product constitute “exceptional circumstances” as used in the prior sentence. If no
complaint challenging the Information Request is filed within the ten (10) day period defined
above, the Office of the Interconnection and/or Market Monitoring Unit shall utilize its best
efforts to respond to the Information Request promptly. If a complaint is filed, and the
Commission does not act on that complaint within ninety (90) days, the complaint shall be
deemed denied and the Market Monitoring Unit shall use its best efforts to respond to the
Information Request promptly.

(iv)  Any Authorized Commission may initiate appropriate legal action at the FERC
within ten (10) Business Days following receipt of information designated as “Confidential,”
challenging such designation. Any complaints filed at FERC objecting to the designation of
information as “Confidential” shall be designated by the party as a “fast track” complaint and
each party shall bear its own costs in connection with such FERC proceeding. The party filing
such a complaint shall be required to prove that the material disclosed does not merit
“Confidential” status because it is publicly available from other sources or contains no trade
secret or other sensitive commercial information (with “publicly available” not being deemed to
include unauthorized disclosures of otherwise confidential data).

4. In the event of any breach of confidentiality of information disclosed pursuant to an
Information Request by an Authorized Commission or Authorized Person:

(1) The Authorized Commission or Authorized Person shall promptly notify the
Market Monitoring Unit, who shall, in turn, promptly notify any Affected Member of any
inadvertent or intentional release, or possible release, of confidential information provided
pursuant to this Section I.
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(i)  The Office Market Monitoring Unit shall terminate the right of such Authorized
Commission to receive confidential information under this Section I upon written notice to such
Authorized Commission unless: (i) there was no harm or damage suffered by the Affected
Member; or (ii) similar good cause is shown. Any appeal of the Market Monitoring Unit’s
actions under this Section I shall be to Commission. An Authorized Commission shall be entitled
to reestablish its certification as set forth in Section 1.D.1 by submitting a filing with the
Commission showing that it has taken appropriate corrective action. If the Commission does not
act upon an Authorized Commission's recertification filing with sixty (60) days of the date of the
filing, the recertification shall be deemed approved and the Authorized Commission shall be
permitted to receive confidential information pursuant to this section.

(ii1))  The Office of the Interconnection, the Market Monitoring Unit, and/or the
Affected Member shall have the right to seek and obtain at least the following types of relief: (a)
an order from the FERC requiring any breach to cease and preventing any future breaches; (b)
temporary, preliminary, and/or permanent injunctive relief with respect to any breach; and (c) the
immediate return of all confidential information to the Market Monitoring Unit.

(iv)  No Authorized Person or Authorized Commission shall have responsibility or
liability whatsoever under this section for any and all liabilities, losses, damages, demands, fines,
monetary judgments, penalties, costs and expenses caused by, resulting from, or arising out of or
in connection with the release of confidential information to persons not authorized to receive it,
provided that such Authorized Person is an agent, servant, employee or member of an
Authorized Commission at the time of such unauthorized release. Nothing in this Section
[.D.4(iv) is intended to limit the liability of any person who is not an agent, servant, employee or
member of an Authorized Commission at the time of such unauthorized release for any and all
economic losses, damages, demands, fines, monetary judgments, penalties, costs and expenses
caused by, resulting from, or arising out of or in connection with such unauthorized release.

(v) Any dispute or conflict requesting the relief in Section 1.D.4(ii) or 1.D.4(iii)(a)
above, shall be submitted to the FERC for hearing and resolution. Any dispute or conflict
requesting the relief in Section 1.D.4(iii)(c) above may be submitted to FERC or any court of
competent jurisdiction for hearing and resolution.

E. Market Monitoring:

1. Subject to the requirements of Section E.2, the Market Monitoring Unit may release
confidential information of Public Service Electric & Gas Company (“PSE&G”), Consolidated
Edison Company of New York (“ConEd”), and their affiliates, and the confidential information
of any Member regarding generation and/or transmission facilities located within the PSE&G
Zone to the New York Independent System Operator, Inc. (“New York ISO”), the market
monitoring unit of New York ISO and the New York ISO Market Advisor to the limited extent
that the Office of the Interconnection or the Market Monitoring Unit determines necessary to
carry out the responsibilities of PJIM, New York ISO or the market monitoring units of the Office
of the Interconnection and the New York ISO under FERC Opinion No. 476 (see Consolidated
Edison Company v. Public Service Electric and Gas Company, et al., 108 FERC q 61,120, at P
215 (2004)) to conduct joint investigations to ensure that gaming, abuse of market power, or
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similar activities do not take place with regard to power transfers under the contracts that are the
subject of FERC Opinion No. 476.

2. The Market Monitoring Unit may release a Member’s confidential information pursuant
to Section LE.1 to the New York ISO, the market monitoring unit of the New York ISO and the
New York ISO Market Advisor only if the New York ISO, the market monitoring unit of the
New York ISO and the New York ISO Market Advisor are subject to obligations limiting the
disclosure of such information that are equivalent to or greater than the limitations on disclosure
specified in this Section LE. Information received from the New York ISO, the market
monitoring unit of the New York ISO, or the New York ISO Market Advisor under Section L.E.1
that is designated as confidential shall be protected from disclosure in accordance with this
Section LE.

II. DEVELOPMENT OF INPUTS FOR PROSPECTIVE MITIGATION

A. Offer Price Caps:

1. The Market Monitor or his designee shall advise the Office of the Interconnection
whether it believes that the cost references, methods and rules included in the Cost Development
Guidelines are accurate and appropriate, as specified in the PJM Manuals.

2. The Market Monitoring Unit shall review the incremental costs (defined in Section 6.4.2
of Schedule 1of the Operating Agreement) included in the Offer Price Cap of a generating unit in
order to ensure that the Market Seller has correctly applied the Cost Development Guidelines,
including its PJM-approved Fuel Cost Policy, and that the level of the Offer Price Cap is
otherwise acceptable. The Market Monitoring Unit shall inform PJM if it believes a Market
Seller has submitted a cost-based offer that is not compliant with these criteria and whether it
recommends that PJM assess the applicable penalty therefor, pursuant to Schedule 2 of the
Operating Agreement.

3. On or before the 21st day of each month, the Market Monitoring Unit shall calculate in
accordance with the applicable criteria whether each generating unit with an offer cap calculated
under Section 6.4.2 of Schedule 1 of the Operating Agreement is eligible to include an adder
based on Frequently Mitigated Unit or Associated Unit status, and shall issue a written notice of
the applicable adder, with a copy to the Office of the Interconnection, to the Market Seller for
each unit that meets the criteria for Frequently Mitigated Unit or Associated Unit status.

4. Notwithstanding the number of jointly pivotal suppliers in any hour, if the Market
Monitoring Unit determines that a reasonable level of competition will not exist based on an
evaluation of all facts and circumstances, it may propose to the Commission the removal of
offer-capping suspensions otherwise authorized by Section 6.4 of Schedule 1 of the Operating
Agreement. Such proposals shall take effect upon Commission acceptance of the Market
Monitoring Unit’s filing.

5. The Market Monitoring Unit shall review all Fuel Cost Policies submitted by Market
Sellers for market power concerns. The Market Monitoring Unit shall communicate its
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determination regarding these criteria to PJM and the Market Seller pursuant to the process
further described in PJM Manual 15.

B. Minimum Generator Operating Parameters:

1. For the 2014/2015 through 2017/2018 Delivery Years, the Market Monitoring Unit shall
provide to the Office of the Interconnection a table of default unit class specific parameter limits
to be known as the “Parameter Limited Schedule Matrix” to be included in Section 6.6(c) of
Schedule 1 of the Operating Agreement. The Parameter Limited Schedule Matrix shall include
default values on a unit-type basis as specified in Section 6.6(c). The Market Monitoring Unit
shall review the Parameter Limited Schedule Matrix annually, and, in the event it determines that
revision is appropriate, shall provide a revised matrix to the Office of the Interconnection by no
later than December 31 prior to the annual enrollment period.

2. The Market Monitoring Unit shall notify Market Sellers of generating units and the
Office of the Interconnection no later than April 1 of its determination of market power concerns
raised regarding each request for a period exception or persistent exception to a value specified
in the Parameter Limited Schedule Matrix or the parameters defined in Section 6.6 of Schedule 1
of the Operating Agreement and the PJM Manuals, provided that the Market Monitoring Unit
receives such request by no later than February 28.

If, prior to the scheduled termination date, a Market Seller submits a request to modify a
temporary exception, the Market Monitoring Unit shall review such request using the same
standard utilized to evaluate period exception and persistent exception requests, and shall
provide its determination of whether the request raises market power concerns, and, if so, any
modifications that would alleviate those concerns, to the Market Seller, with a copy to Office of
the Interconnection, by no later than 15 Business Days from the date of the modification request.

3. When a Market Seller notifies the Market Monitoring Unit of a material change to the
facts relied upon by the Market Monitoring Unit and/or the Office of the Interconnection to
support a parameter limited schedule period or persistent exception, the Market Monitoring Unit
shall make a determination, and provide written notification to the Office of the Interconnection
and the Market Seller, of any change to its determination regarding the exemption request, based
on the material change in facts, by no later than 15 Business Days after receipt of such notice.

4. The Market Monitoring Unit shall notify the Office of the Interconnection of any risk
premium to which it and a Market Seller owning or operating nuclear generation resource agree
or its determination if agreement is not obtained. If a Market Seller submits a risk premium for
its nuclear generation resource that is inconsistent with its agreement or inconsistent with the
Market Monitoring Unit’s determination regarding such risk premium, the Market Monitoring

Unit may exercise its powers to inform Commission staff of its concerns pursuant to Attachment
M.

C. RPM Must-Offer Requirement:
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1. The Market Monitoring Unit shall maintain, post on its website and provide to the Office
of the Interconnection prior to each RPM Auction (updated, as necessary, on at least a quarterly
basis), a list of Existing Generation Capacity Resources located in the PJM Region that are
subject to the RPM must-offer requirement set forth in Section 6.6 of Attachment DD.

2. The Market Monitoring Unit shall evaluate requests submitted by Capacity Market
Sellers for a determination that a Generation Capacity Resource, or any portion thereof, be
removed from Capacity Resource status or exempted from status as a Generation Capacity
Resource subject to Section II.C.1 above and inform both the Capacity Market Seller and the
Office of the Interconnection of such determination in writing by no later ninety (90) days prior
to the commencement of the offer period for the applicable RPM Auction. A Generation
Capacity Resource located in the PJM Region shall not be removed from Capacity Resource
status to the extent the resource is committed to service of PJM loads as a result of an RPM
Auction, FRR Capacity Plan, Locational UCAP transaction and/or by designation as a
replacement resource under this Attachment DD.

3. The Market Monitoring Unit shall evaluate the data and documentation provided to it by
a potential Capacity Market Seller to establish the EFORd to be included in a Sell Offer
applicable to each resource pursuant to Section 6.6(b) of Attachment DD. If a Capacity Market
Seller timely submits a request for an alternative maximum level of EFORd that may be used in
a Sell Offer for RPM Auctions held prior to the date on which the final EFORds used for a
Delivery Year are posted, the Market Monitoring Unit shall attempt to reach agreement with the
Capacity Market Seller on the alternate maximum level of the EFORd by no later than ninety
(90) days prior to the commencement of the offer period for the Base Residual Auction for the
applicable Delivery Year. By no later than ninety (90) days prior to the commencement of the
offer period for the Base Residual Auction for the applicable Delivery Year, the Market
Monitoring Unit shall notify the Office of the Interconnection in writing, notifying the Capacity
Market Seller by copy of the same, of any alternative maximum EFORd to which it and the
Capacity Market Seller agree or its determination of the alternative maximum EFORJ if
agreement is not obtained.

4. The Market Monitoring Unit shall consider the documentation provided to it by a
potential Capacity Market Seller pursuant to Section 6.6 of Attachment DD, and determine
whether a resource owned or controlled by such Capacity Market Seller meets the criteria to
qualify for an exception to the RPM must-offer requirement because the resource (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. The Market Monitoring Unit shall notify the Capacity Market
Seller and the Office of the Interconnection of its determination by no later than ninety (90) days
prior to the commencement of the offer period for the applicable RPM Auction.

In order to establish that a resource is reasonably expected to be physically unable to participate

in the relevant auction as set forth in (i) above, the Capacity Market Seller must demonstrate
that:
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A. It has a documented plan in place to retire the resource prior to or during the
Delivery Year, and has submitted a notice of Deactivation to the Office of the Interconnection
consistent with Section 113.1 of the PJM Tariff, without regard to whether the Office of the
Interconnection has requested the Capacity Market Seller to continue to operate the resource
beyond its desired deactivation date in accordance with Section 113.2 of the PJM Tariff for the
purpose of maintaining the reliability of the PJM Transmission System and the Capacity Market
Seller has agreed to do so;

B. Significant physical operational restrictions cause long term or permanent
changes to the installed capacity value of the resource, or the resource is under major repair that
will extend into the applicable Delivery Year, that will result in the imposition of RPM
performance penalties pursuant to Attachment DD of the PJM Tariff;

C. The Capacity Market Seller is involved in an ongoing regulatory proceeding (e.g.
— regarding potential environmental restrictions) specific to the resource and has received an
order, decision, final rule, opinion or other final directive from the regulatory authority that will
result in the retirement of the resource; or,

D. A resource considered an Existing Generating Capacity Resource because it
cleared an RPM Auction for a Delivery Year prior to the Delivery Year of the relevant auction,
but which is not yet in service, is unable to achieve full commercial operation prior to the
Delivery Year of the relevant auction. The Capacity Market Seller must submit to the Office of
the Interconnection and the Market Monitoring Unit a written sworn, notarized statement of a
corporate officer certifying that the resource will not be in full commercial operation prior to the
referenced Delivery Year.

5. If a Capacity Market Seller submits for the portion of a Generation Capacity Resource
that it owns or controls, and the Office of Interconnection accepts, a Sell Offer (i) at a level of
installed capacity that the Market Monitoring Unit believes is inconsistent with the level
established under Section 5.6.6 of Attachment DD of the PJM Tariff, (ii) at a level of installed
capacity inconsistent with its determination of eligibility for an exception listed in Section II.C.4
above, or (ii1) a maximum EFORJ that the Market Monitoring Unit believes is inconsistent with
the maximum level determined under Section II.C.3 of this Appendix, the Market Monitoring
Unit may exercise its powers to inform Commission staff of its concerns and/or request a
determination from the Commission that would require the Generation Capacity Resource to
submit a new or revised Sell Offer, notwithstanding any determination to the contrary made
under Section 6.6 of Attachment DD.

The Market Monitoring Unit shall also consider the documentation provided by the
Capacity Market Seller pursuant to Section 6.6 of Attachment DD, for generation resources for
which the Office of the Interconnection has not approved an exception to the RPM must-offer
requirement as set forth in Section 6.6(g) of Attachment DD, to determine whether the Capacity
Market Seller’s failure to offer part or all of one or more generation resources into an RPM
Auction would result in an increase of greater than five percent in any Zonal Capacity Price
determined through such auction as required by Section 6.6(i) of Attachment DD, and shall
inform both the Capacity Market Seller and the Office of the Interconnection of its determination
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by no later than two (2) Business Days after the close of the offer period for the applicable RPM
Auction.

D. Unit Specific Minimum Sell Offers:

1. If a Capacity Market Seller timely submits an exception request under Section 5.14(h) of
Attachment DD, with all of the required supporting documentation as, the Market Monitoring
Unit shall review the request and documentation and shall provide in writing to the Capacity
Market Seller and the Office of the Interconnection by no later than ninety (90) days prior the
commencement of the offer period for the RPM Auction in which it seeks to submit its Sell Offer
(a) its determination whether the level of the proposed Sell Offer raises market power concerns,
and (b) if so it shall calculate and provide to such Capacity Market Seller a minimum Sell offer
Based on the data and documentation received.

2. All data submitted to the Office of the Interconnection or the Market Monitoring Unit by
a Market Participant is subject to verification by the Market Monitoring Unit.

E. Market Seller Offer Caps:

1. Based on the data and calculations submitted by the Capacity Market Sellers for each
Existing Generation Capacity Resource and the formulas specified in Section 6.7(d) of
Attachment DD, the Market Monitoring Unit shall calculate the Market Seller Offer Cap for each
such resource and provide it to the Capacity Market Seller and the Office of the Interconnection
by no later than ninety (90) days before the commencement of the offer period for the applicable
RPM Auction.

2. The Market Monitoring Unit must attempt to reach agreement with the Capacity Market
Seller on the appropriate level of the Market Seller Offer Cap by no later than ninety (90) days
prior to the commencement of the offer period for the applicable RPM Auction. If such
agreement cannot be reached, then the Market Monitoring Unit shall inform the Capacity Market
Seller and the Office of the Interconnection of its determination of the appropriate level of the
Market Seller Offer Cap by no later than ninety (90) days prior to the commencement of the
offer period for the applicable RPM Auction, and the Market Monitoring Unit may pursue any
action available to it under Attachment M.

3. 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 Commission for its approval. This provision is duplicated in Section 6.4(a) of Attachment
DD.

F. Mitigation of Offers from Planned Generation Capacity Resources:

Pursuant to Section 6.5 of Attachment DD, the Market Monitoring Unit shall evaluate Sell Offers
for Planned Generation Capacity Resources to determine whether market power mitigation
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should be applied and notify in writing each Capacity Market Seller whose Sell Offer has been
determined to be non-competitive and subject to mitigation, with a copy to the Office of the
Interconnection, by no later than one (1) Business Day after the close of the offer period for the
applicable RPM Auction.

G. Data Submission:

Pursuant to Section 6.7 of Attachment DD, the Market Monitoring Unit may request additional
information 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. All data submitted to the
Office of the Interconnection or the Market Monitoring Unit by a Market Participant is subject to
verification by the Market Monitoring Unit.

H. Determination of Default Avoidable Cost Rates:

1. The Market Monitoring Unit shall conduct an annual review of the table of default
Avoidable Cost Rates included in Section 6.7(c) of Attachment DD and calculated on the bases
set forth therein, and determine whether the values included therein need to be updated. If the
Market Monitoring Unit determines that the Avoidable Cost Rates need to be updated, it shall
provide to the Office of the Interconnection updated values or notice of its determination that
updated values are not needed by no later than September 30™ of each year.

2. The Market Monitoring Unit shall indicate in its posted reports on RPM performance the
number of Generation Capacity Resources and megawatts per LDA that use the retirement
default Avoidable Cost Rates.

3. If a Capacity Market Seller does not elect to use a default Avoidable Cost Rate and has
timely provided to the Market Monitoring Unit its request to apply a unit-specific Avoidable
Cost Rate, along with the data described in Section 6.7 of Attachment DD, the Market
Monitoring Unit shall calculate the Avoidable Cost Rate and provide a unit-specific value to the
Capacity Market Seller for each such resource, and notify the Capacity Market Seller and the
Office of the Interconnection in writing by no later than ninety (90) days prior to the
commencement of the offer period for the applicable RPM Auction whether it agrees that the
unit-specific Avoidable Cost Rate is acceptable. The Capacity Market Seller and Office of the
Interconnection’s deadlines relating to the submittal and acceptance of a request for a unit-
specific Avoidable Cost Rate are delineated in section 6.7(d) of Attachment DD.

1. Determination of PJM Market Revenues:

The Market Monitoring Unit shall calculate the Projected PJM Market Revenues for any
Generation Capacity Resource to which the Avoidable Cost Rate is applied pursuant to Section
6.8(d) of Attachment DD, and notify the Capacity Market Seller and the Office of the
Interconnection of its determination in writing by no later than ninety (90) days prior to the
commencement of the offer period for the applicable RPM Auction.
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J. Determination of Opportunity Costs:

The Market Monitoring Unit shall review and verify the documentation of prices available to
Existing Generation Capacity Resources in markets external to PJM and proposed for inclusion
in Opportunity Costs pursuant to Section 6.7(d)(ii) of Attachment DD. The Market Monitoring
Unit shall notify, in writing, such Generation Capacity Resource and the Office of the
Interconnection if it is dissatisfied with the documentation provided and whether it objects to the
inclusion of such Opportunity Costs in a Market Seller Offer by no later than ninety (90) days
prior to the commencement of the offer period for the applicable RPM Auction. If such
Generation Capacity Resource submits a Market Seller Offer that includes Opportunity Costs
that have not been documented and verified to the Market Monitoring Unit’s satisfaction, then
the Market Monitoring Unit may exercise its powers to inform Commission staff of its concerns
and request a determination that would require the Generation Capacity Resource to remove
them.

III. BLACKSTART SERVICE

A. Upon the submission by a Black Start Unit owner of a request for Black Start Service
revenue requirements and changes to the Black Start Service revenue requirements for the Black
Start Unit, the Black Start Unit owner and the Market Monitoring Unit shall attempt to agree to
values on the level of each component included in the Black Start Service revenue requirements
by no later than May 14 of each year. The Market Monitoring Unit shall calculate the revenue
requirement for each Black Start Unit and provide its calculation to the Office of the
Interconnection by no later than May 14 of each year.

B. Pursuant to the terms of Schedule 6A of the PJM Tariff and the PJM Manuals, the Market
Monitoring Unit will analyze any requested generator black start cost changes on an annual basis
and shall notify the Office of the Interconnection of any costs to which it and the Black Start
Unit owner have agreed or the Market Monitoring Unit’s determination regarding any cost
components to which agreement has not been obtained. If a Black Start Unit owner includes a
cost component inconsistent with its agreement or inconsistent with the Market Monitoring
Unit’s determination regarding such cost component, and the Office of the Interconnection
accepts the Black Start Service revenue requirements submitted by the Black Start Unit owner,
the Market Monitoring Unit may exercise its powers to inform Commission staff of its concerns
and request a determination that would require the Black Start Service generator to utilize the
values determined by the Market Monitoring Unit or the Office of the Interconnection or such
other values as determined by the Commission.

IV. DEACTIVATION RATES

1. Upon receipt of a notice to deactivate a generating unit under Part V of the PJM Tariff
from the Office of the Interconnection forwarded pursuant to Section 113.1 of the PJM Tariff,
the Market Monitoring Unit shall analyze the effects of the proposed deactivation with regard to
potential market power issues and shall notify the Office of the Interconnection and the generator
owner (of, if applicable, its designated agent) within 30 days of the deactivation request if a
market power issue has been identified. Such notice shall include the specific market power
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impact resulting from the proposed deactivation of the generating unit, as well as an initial
assessment of any steps that could be taken to mitigate the market power impact.

2. The Market Monitoring Unit and the generating unit owner shall attempt to come to
agreement on the level of each component included in the Deactivation Avoidable Cost Credit.
In the case of cost of service filing submitted to the Commission in alternative to the
Deactivation Cost Credit, the Market Monitoring Unit shall indicate to the generating unit owner
in advance of filing its views regarding the proposed method or cost components of recovery.
The Market Monitoring Unit shall notify the Office of the Interconnection of any costs to which
it and the generating unit owner have agreed or the Market Monitoring Unit’s determination
regarding any cost components to which agreement has not been obtained. If a generating unit
owner includes a cost component inconsistent with its agreement or inconsistent with the Market
Monitoring Unit’s determination regarding such cost components, the Market Monitoring Unit
may exercise its powers to inform Commission staff of its concerns and seek a determination that
would require the Generating unit to include an appropriate cost component. This provision is
duplicated in Sections 114 and 119 of Part V of the PJM Tariff.

V. OPPORTUNITY COST CALCULATION

The Market Monitoring Unit shall review requests for opportunity cost compensation under
Sections 3.2.3(f-3) and 3.2.3B(h) of Schedule 1 of the Operating Agreement, discuss with the
Office of the Interconnection and individual Market Sellers the amount of compensation, and file
exercise its powers to inform Commission staff of its concerns and request a determination of
compensation as provided by such sections. These requirements are duplicated in Sections
3.2.3(f-3) and 3.2.3B(h) of Schedule 1 of the Operating Agreement.

VI. FTR FORFEITURE RULE

The Market Monitoring Unit shall calculate Transmission Congestion Credits as required under
Section 5.2.1(b) of Schedule 1 of the Operating Agreement, including the determination of the
identity of the Effective FTR Holder and an evaluation of the overall benefits accrued by an
entity or affiliated entities trading in FTRs and Virtual Transactions in the Day-ahead Energy
Market, and provide such calculations to the Office of the Interconnection. Nothing in this
section shall preclude the Market Monitoring Unit from action to recover inappropriate benefits
from the subject activity if the amount forfeited is less than the benefit derived by the Effective
FTR Holder. If the Office of the Interconnection imposes a forfeiture of the Transmission
Congestion Credit in an amount that the Market Monitoring Unit disagrees with, then it may
exercise its powers to inform Commission staff of its concerns and request an adjustment.

VII. FORCED OUTAGE RULE

1. The Market Monitoring Unit shall observe offers submitted in the Day-ahead Energy
Market to determine whether all or part of a generating unit’s capacity (MW) is designated as
Maximum Emergency and (i) such offer in the Real-time Energy Market designates a smaller
amount of capacity from that unit as Maximum Emergency for the same time period, and (ii)
there is no physical reason to designate a larger amount of capacity as Maximum Emergency in
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the offer in the Day-ahead Energy Market than in the Real-time Energy Market, the Market
Monitoring Unit shall notify the Office of Interconnection.

2. If the Market Monitoring Unit observes that (i) an offer submitted in the Day-ahead
Energy market designates all or part of capacity (MW) of a Generating unit as economic
maximum that is less than the economic maximum designated in the offer in the Real-time
Energy Market, and (ii) there is no physical reason to designate a lower economic maximum in
the offer in the Day-ahead Energy Market than in the offer in the Real-time Energy Market, the
Market Monitoring Unit shall notify the Office of Interconnection.

VIII. DATA COLLECTION AND VERIFICATION

The Market Monitoring Unit shall gather and keep confidential detailed data on the procurement
and usage of fuel to produce electric power transmitted in the PJM Region in order to assist the
performance of its duties under Attachment M. To achieve this objective, the Market Monitoring
Unit shall maintain on its website a mechanism that allows Members to conveniently and
confidentially submit such data and develop a manual in consultation with stakeholders that
describes the nature of and procedure for collecting data. Members of PJM owning a Generating
unit that is located in the PJM Region (including Dynamic Transfer units), or is included in a
PJM Black Start Service plan, committed as a Generation Capacity Resource for the current or
future Delivery Year, or otherwise subject to a commitment to provide service to PJM, shall
provide data to the Market Monitoring Unit.
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5.11 Posting of Information Relevant to the RPM Auctions

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

1) The Preliminary PJM Region Peak Load Forecast (for the PJM Region,
and allocated to each Zone);

i) The PJM Region Installed Reserve Margin, the Pool-wide average
EFORJ, the Forecast Pool Requirement, and all applicable Capacity Import Limits;

ii1))  For the Delivery Years through May 31, 2018, the Demand Resource
Factor;

v) The PJM Region Reliability Requirement, and the Variable Resource
Requirement Curve for the PJIM Region, including the details of any adjustments to account for
Price Responsive Demand and any associated PRD Reservation Prices;

V) The Locational Deliverability Area Reliability Requirement and the
Variable Resource Requirement Curve for each Locational Deliverability Area for which a
separate Variable Resource Requirement Curve has been established for such Base Residual
Auction, including the details of any adjustments to account for Price Responsive Demand and
any associated PRD Reservation Prices, and the CETO and CETL values for all Locational
Deliverability Areas;

Vi) For the Delivery Years starting June 1, 2014 and ending May 31, 2017, the
Minimum Annual Resource Requirement and the Minimum Extended Summer Resource
Requirement for the PJM Region and for each Locational Deliverability Area for which PJM is
required under section 5.10(a) of this Attachment DD to establish a separate VRR Curve for such
Delivery Year; and for the 2017/2018 Delivery Year , the Limited Resource Constraints and the
Sub-Annual Resource Constraints for the PJM Region and for each Locational Deliverability
Area for which PJM is required under section 5.10(a) of this Attachment DD to establish a
separate VRR Curve for such Delivery Year. For the 2018/2019 and 2019/2020 Delivery Years,
the Office of the Interconnection shall establish the Base Capacity Demand Resource Constraints
and the Base Capacity Resource Constraints for the PJM Region and for each Locational
Deliverability Area for which the Office of the Interconnection is required under section 5.10(a)
of this Attachment DD to establish a separate VRR Curve for such Delivery Year;

vii)  Any Transmission Upgrades that are expected to be in service for such
Delivery Year, provided that a Transmission Upgrade that is Backbone Transmission satisfies

the project development milestones set forth in section 5.11A;

viii)  The bidding window time schedule for each auction to be conducted for
such Delivery Year; and
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ix) 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
Locational Deliverability Area for which a separate Variable Resource Requirement Curve has
been established for such Base Residual Auction.

b) The information listed in (a) will be posted and applicable for the First, Second,
Third, and Conditional Incremental Auctions for such Delivery Year, except to the extent
updated or adjusted as required by other provisions of this Tariff.

C) In accordance with the schedule provided in the PJM Manuals, PIM will post the
Final PJM Region Peak Load Forecast and the allocation to each zone of the obligation resulting
from such final forecast, following the completion of the final Incremental Auction (including
any Conditional Incremental Auction) conducted for such Delivery Year;

d) In accordance with the schedule provided in the PJIM 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 Incremental Auction for such Delivery
Year.

e) After conducting the Reliability Pricing Model Auctions, PJM will post the results
of each auction as soon thereafter as possible, including any adjustments to PJM Region or LDA
Reliability Requirements to reflect Price Responsive Demand with a PRD Reservation Price
equal to or less than the applicable Base Residual Auction clearing price. The posted results
shall include graphical supply curves that are (a) provided for the entire PJM Region, (b)
provided for any Locational Deliverability Area for which there are four (4) or more suppliers,
and (c) developed using a formulaic approach to smooth the curves using a statistical technique
that fits a smooth curve to the underlying supply curve data while ensuring that the point of
intersection between supply and demand curves is at the market clearing price.

If PJM discovers an error in the initial posting of auction results for a particular Reliability
Pricing Model Auction, it shall notify Market Participants of the error as soon as possible after it
is found, but in no event later than 5:00 p.m. of the fifth Business Day following the initial
publication of the results of the auction. After this initial notification, if PJM determines it is
necessary to post modified results, it shall provide notification of its intent to do so, together with
all available supporting documentation, by no later than 5:00 p.m. of the seventh Business Day
following the initial publication of the results of the auction. Thereafter, PJM must post on its
Web site any corrected auction results by no later than 5:00 p.m. of the tenth Business Day
following the initial publication of the results of the auction. Should any of the above deadlines
pass without the associated action on the part of the Office of the Interconnection, the originally
posted results will be considered final. Notwithstanding the foregoing, the deadlines set forth
above shall not apply if the referenced auction results are under publicly noticed review by the
FERC.
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5.14 Clearing Prices and Charges
a) Capacity Resource Clearing Prices

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall
calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in
such auction. The Capacity Resource Clearing Price for each LDA will be the marginal value of
system capacity for the PJM Region, without considering locational constraints, adjusted as
necessary by any applicable Locational Price Adders, Annual Resource Price Adders, Extended
Summer Resource Price Adders, Limited Resource Price Decrements, Sub-Annual Resource
Price Decrements, Base Capacity Demand Resource Price Decrements, and Base Capacity
Resource Price Decrements, all as determined by the Office of the Interconnection based on the
optimization algorithm. If a Capacity Resource is located in more than one Locational
Deliverability Area, it shall be paid the highest Locational Price Adder in any applicable LDA in
which the Sell Offer for such Capacity Resource cleared. The Annual Resource Price Adder is
applicable for Annual Resources only. The Extended Summer Resource Price Adder is
applicable for Annual Resources and Extended Summer Demand Resources.

The Locational Price Adder applicable to each cleared Seasonal Capacity Performance Resource
is determined during the post-processing of the RPM Auction results consistent with the manner
in which the auction clearing algorithm recognizes the contribution of Seasonal Capacity
Performance Resource Sell Offers in satisfying an LDA’s reliability requirement. For each LDA
with a positive Locational Price Adder with respect to the immediate higher level LDA, starting
with the lowest level constrained LDAs and moving up, PJM determines the quantity of equally
matched Summer-Period Capacity Performance Resources and Winter-Period Capacity
Performance Resources located and cleared within that LDA. Up to this quantity, the cleared
Summer-Period Capacity Performance Resources and Winter-Period Capacity Performance
Resources with the lowest Sell Offer prices will be compensated using the highest Locational
Price Adder applicable to such LDA; and any remaining Seasonal Capacity Performance
Resources cleared within the LDA are effectively moved to the next higher level constrained
LDA, where they are considered in a similar manner for compensation.

b) Resource Make-Whole Payments

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear 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 Offer shall set the marginal value of system capacity.
In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to
the Capacity Resource Clearing Price in such auction times the difference between the Sell
Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity. If the Sell Offer
price of a cleared Seasonal Capacity Performance Resource exceeds the applicable Capacity
Resource Clearing Price, the Capacity Market Seller shall receive a Resource Make-Whole
Payment equal to the difference between the Sell Offer price and Capacity Resource Clearing
Price in such RPM Auction. The cost for any such Resource Make-Whole Payments required in
a Base Residual Auction or Incremental Auction for adjustment of prior capacity commitments
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
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Payments required in an Incremental Auction for capacity replacement shall be collected from all
Capacity Market Buyers in the LDA in which such payments were made, on a pro-rata basis
based on the MWs purchased in such auction.

c) New Entry Price Adjustment

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity
Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with

a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years
if:

1. Such Capacity Market Seller 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 eligible to be considered a Planned Generation Capacity Resource. When the
Capacity Market Seller provides notice of such election, it must specify whether its Sell Offer is
contingent upon qualifying for the New Entry Price Adjustment. The Office of the
Interconnection shall not clear such contingent Sell Offer if it does not qualify for the New Entry
Price Adjustment.

2. All or any part of a Sell Offer from the Planned Generation Capacity
Resource submitted in accordance with section 5.14(c)(1) is the marginal Sell Offer that sets the
Capacity Resource Clearing Price for the LDA.

3. Acceptance of all or any part of a Sell Offer that meets the conditions in
section 5.14(c)(1)-(2) in the BRA increases the total Unforced Capacity committed in the BRA
(including any minimum block quantity) for the LDA in which such Resource will be located
from a megawatt quantity below the LDA Reliability Requirement, minus the Short Term
Resource Procurement Target, to a megawatt quantity at or above a megawatt quantity at the
price-quantity point on the VRR Curve at which the price is 0.40 times the applicable Net CONE
divided by (one minus the pool-wide average EFORA).

4. 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 committed in the first BRA under section 5.14(c)(1)-(2) equal to the lesser of:
A) the price in such seller’s Sell Offer for the BRA in which such resource qualified as a Planned
Generation Capacity Resource that satisfies the conditions in section 5.14(c)(1)-(3); or B) 0.90
times the Net CONE applicable in the first BRA in which such Planned Generation Capacity
Resource meeting the conditions in section 5.14(c)(1)-(3) cleared, on an Unforced Capacity
basis, for such LDA.

5. If the Sell Offer is submitted consistent with section 5.14(c)(1)-(4) the
foregoing conditions, then:

(1) in the first Delivery Year, the Resource sets the Capacity Resource
Clearing Price for the LDA and all cleared resources in the LDA receive
the Capacity Resource Clearing Price set by the Sell Offer as the marginal
offer, in accordance with sections 5.12(a) and 5.14(a).
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(i1) in either of the subsequent two BRAs, if any part of the Sell Offer from
the Resource clears, it shall receive the Capacity Resource Clearing Price
for such LDA for its cleared capacity and for any additional minimum
block quantity pursuant to section 5.14(b); or

(i)  if the Resource does not clear, it shall be deemed resubmitted at the
highest price per MW-day at which the megawatt quantity of Unforced
Capacity of such Resource that cleared the first-year BRA will clear the
subsequent-year BRA pursuant to the optimization algorithm described in
section 5.12(a) of this Attachment, and

(iv)  the resource with its Sell Offer submitted shall clear and shall be
committed to the PJM Region in the amount cleared, plus any additional
minimum-block quantity from its Sell Offer for such Delivery Year, but
such additional amount shall be no greater than the portion of a minimum-
block quantity, if any, from its first-year Sell Offer satisfying section
5.14(c)(1)-(3) that is entitled to compensation pursuant to section 5.14(b)
of this Attachment; and

(V) the Capacity Resource Clearing Price, and the resources cleared, shall be
re-determined to reflect the resubmitted Sell Offer. In such case, the
Resource for which the Sell Offer is submitted pursuant to section
5.14(c)(1)-(4) shall be paid for the entire committed quantity at the Sell
Offer price that it initially submitted in such subsequent BRA. The
difference between such Sell Offer price and the Capacity Resource
Clearing Price (as well as any difference between the cleared quantity and
the committed quantity), will be treated as a Resource Make-Whole
Payment in accordance with Section 5.14(b). Other capacity resources
that clear the BRA in such LDA receive the Capacity Resource Clearing
Price as determined in Section 5.14(a).

6. The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in
the BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price Adjustment for
Delivery Year 2. However, the failure to submit a Sell Offer consistent with section 5.14(c)(4)
in the BRA for Delivery Year 2 shall make the resource ineligible for the New Entry Pricing
Adjustment for Delivery Years 2 and 3.

7. 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 LDA a
separate VRR Curve, notwithstanding the outcome of the test referenced in Section 5.10(a)(ii) of
this Attachment.

8. On or before August 1, 2012, PJM shall file with FERC under FPA

section 205, as determined necessary by PJM following a stakeholder process, tariff changes to
establish a long-term auction process as a not unduly discriminatory means to provide adequate
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long-term revenue assurances to support new entry, as a supplement to or replacement of this
New Entry Price Adjustment.

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 payment equal to the Capacity
Resource Clearing Price, including any Locational Price Adder, of the LDA into which the
Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the
Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from
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 reflected in the
Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone
associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer
Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.
PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell
Offer based on a Qualifying Transmission Upgrade.

e) Locational Reliability Charge

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational
Reliability Charge (subject to certain offsets and other adjustments as described in sections
5.14B, 5.14C, 5.14D, 5.14E and 5.15) equal to such LSE’s Daily Unforced Capacity Obligation
in a Zone during such Delivery Year multiplied by the applicable Final Zonal Capacity Price in
such Zone. PJMSettlement shall be the Counterparty to the LSEs’ obligations to pay, and
payments of, Locational Reliability Charges.

f) The Office of the Interconnection shall determine Zonal Capacity Prices in
accordance with the following, based on the optimization algorithm:

1) The Office of the Interconnection shall calculate and post the Preliminary
Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such
Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the
marginal value of system capacity for the PJM Region, without considering locational
constraints; 2) the Locational Price Adder, if any, for the LDA 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 Capacity Resource
Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources
cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual
Resources and Extended Summer Demand Resources in the LDA for which the zone is located;
4) an adjustment, if required, to account for Resource Make-Whole Payments; and (5) an
adjustment, if required to provide sufficient revenue for payment of any PRD Credits, all as
determined in accordance with the optimization algorithm.

i1) The Office of the Interconnection shall calculate and post the Adjusted

Zonal Capacity Price following each Incremental Auction. The Adjusted Zonal Capacity Price
for each Zone shall equal the sum of: (1) the average marginal value of system capacity
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weighted by the Unforced Capacity cleared in all auctions previously conducted for such
Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the
average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions
previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as
replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual
Resources and Extended Summer Demand Resources for all auctions previously conducted for
such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (4) an
adjustment, if required, to account for Resource Make-Whole Payments for all actions previously
conducted (excluding any Resource Make-Whole Payments to be charged to the buyers of
replacement capacity); and (5) an adjustment, if required to provide sufficient revenue for
payment of any PRD Credits. The Adjusted Zonal Capacity Price may decrease if Unforced
Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.

1i1) The Office of the Interconnection shall calculate and post the Final Zonal
Capacity Price for each Delivery Year after the final auction is held for such Delivery Year, as
set forth above. The Final Zonal Capacity Price for each Zone shall equal the Adjusted Zonal
Capacity Price, as further adjusted to reflect any decreases in the Nominated Demand Resource
Value of any existing Demand Resource cleared in the Base Residual Auction and Second
Incremental Auction.

g) Resource Substitution Charge

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

h) Minimum Offer Price Rule for Certain Generation Capacity Resources

(1) For purposes of this section, the Net Asset Class Costs of New Entry shall
be asset-class estimates of competitive, cost-based nominal levelized Cost of New Entry, net of
energy and ancillary service revenues. Determination of the gross 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(a)(iv)(A) of this Attachment.

The gross Cost of New Entry component of Net Asset Class Cost of New Entry
shall be, for purposes of the 2018/2019 Delivery Year and subsequent Delivery Years, the values
indicated in the table below for each CONE Area for a combustion turbine generator (“CT”), and
a combined cycle generator (“CC”) respectively, and shall be adjusted for subsequent Delivery
Years in accordance with subsection (h)(2) below. For purposes of Incremental Auctions for the
2015/2016, 2016/2017 and 2017/2018 Delivery Years, the MOPR Floor Offer Price shall be the
same as that used in the Base Residual Auction for such Delivery Year. The estimated energy
and ancillary service revenues for each type of plant shall be determined as described in
subsection (h)(3) below. Notwithstanding the foregoing, the Net Asset Class Cost of New Entry
shall be zero for: (i) Sell Offers based on nuclear, coal or Integrated Gasification Combined
Cycle facilities; or (i) Sell Offers based on hydroelectric, wind, or solar facilities.
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CONE Areal | CONE Area2 | CONE Area3 | CONE Areca 4
CT $/MW-yr 132,200 130,300 128,900 130,300
CC $/MW-yr 185,700 176,000 172,600 179,400

(2) Beginning with the Delivery Year that begins on June 1, 2019, the
gross Cost of New Entry component of the Net Asset Class Cost of New Entry shall be adjusted
to reflect changes in generating plant construction costs in the same manner as set forth for the
cost of new entry in section 5.10(a)(iv)(B), provided, however, that the Applicable BLS
Composite Index used for CC plants shall be calculated from the three indices referenced in that
section but weighted 25% for the wages index, 60% for the construction materials index, and
15% for the turbines index, and provided further that nothing herein shall preclude the Office of
the Interconnection from filing to change the Net Asset Class Cost of New Entry for any
Delivery Year pursuant to appropriate filings with FERC under the Federal Power Act.

3) For purposes of this provision, the net energy and ancillary
services revenue estimate for a combustion turbine generator shall be that determined by section
5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE
Area shall be based on the Zone within such CONE Area that has the highest energy revenue
estimate calculated under the methodology in that subsection. The net energy and ancillary
services revenue estimate for a combined cycle generator shall be determined in the same
manner as that prescribed for a combustion turbine generator in the previous sentence, except
that the heat rate assumed for the combined cycle resource shall be 6.722 MMbtu/Mwh, the
variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the
Peak-Hour Dispatch scenario for both the Day-Ahead and Real-Time Energy Markets shall be
modified to dispatch the CC resource continuously during the full peak-hour period, as described
in section 2.46, for each such period that the resource is economic (using the test set forth in such
section), rather than only during the four-hour blocks within such period that such resource is
economic, and the ancillary service revenues shall be $3198 per MW-year.

4) Any Sell Offer that is based on:

1) a Generation Capacity Resource located in the PJM Region that is
submitted in an RPM Auction for a Delivery Year unless a Sell Offer based on that
resource has cleared an RPM Auction for that or any prior Delivery Year, or until a Sell
Offer based on that resource clears an RPM auction for that or any subsequent Delivery
Year; or

1) a Generation Capacity Resource located outside the PJM Region
(where such Sell Offer is based solely on such resource) that requires sufficient
transmission investment for delivery to the PJM Region to indicate a long-term
commitment to providing capacity to the PIM Region, unless a Sell Offer based on that
resource has cleared an RPM Auction for that or any prior Delivery Year, or until a Sell
offer based on that resource clears an RPM Auction for that or any subsequent Delivery
Year, in any LDA for which a separate VRR Curve is established for use in the Base
Residual Auction for the Delivery Year relevant to the RPM Auction in which such offer
is submitted, and that is less than 90 percent of the applicable Net Asset Class Cost of
New Entry or, if there is no applicable Net Asset Class Cost of New Entry, less than 70
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percent of the Net Asset Class Cost of New Entry for a combustion turbine generator as
provided in subsection (h)(1) above shall be set to equal 90 percent of the applicable Net
Asset Class Cost of New Entry (or set equal to 70 percent of such cost for a combustion
turbine, where there is no otherwise applicable net asset class figure), unless the Capacity
Market Seller obtains the prior determination from the Office of the Interconnection
described in subsection (5) hereof. This provision applies to Sell Offers submitted in
Incremental Auctions conducted after December 19, 2011, provided that the Net Asset
Class Cost of New Entry values for any such Incremental Auctions for the 2012-13 or
2013-14 Delivery Years shall be the Net Asset Class Cost of New Entry values posted by
the Office of the Interconnection for the Base Residual Auction for the 2014-15 Delivery
Year.

(5) Unit-Specific Exception. A Sell Offer meeting the criteria in subsection
(4) shall be permitted and shall not be re-set to the price level specified in that subsection if the
Capacity Market Seller obtains a determination from the Office of the Interconnection or the
Commission, prior to the RPM Auction in which it seeks to submit the Sell Offer, that such Sell
Offer is permissible because it is consistent with the competitive, cost-based, fixed, net cost of
new entry were the resource to rely solely on revenues from PJM-administered markets . The
following process and requirements shall apply to requests for such determinations:

1) The Capacity Market Seller may request such a determination by
no later than one hundred twenty (120) days prior to the commencement of the offer period for
the RPM Auction in which it seeks to submit its Sell Offer, by submitting simultaneously to the
Office of the Interconnection and the Market Monitoring Unit a written request with all of the
required documentation as described below and in the PJM Manuals. For such purpose, the
Office of the Interconnection shall post, by no later than one hundred fifty (150) days prior to the
commencement of the offer period for the relevant RPM Auction, a preliminary estimate for the
relevant Delivery Year of the minimum offer level expected to be established under subsection
(4). If the minimum offer level subsequently established for the relevant Delivery Year is less
than the Sell Offer, the Sell Offer shall be permitted and no exception shall be required.

1) As more fully set forth in the PJM Manuals, the Capacity Market
Seller must include in its request for an exception under this subsection documentation to support
the fixed development, construction, operation, and maintenance costs of the planned generation
resource, as well as estimates of offsetting net revenues. Estimates of costs or revenues shall be
supported at a level of detail comparable to the cost and revenue estimates used to support the
Net Asset Class Cost of New Entry established under this section 5.14(h). As more fully set
forth in the PJM Manuals, supporting documentation for project costs may include, as applicable
and available, a complete project description; environmental permits; vendor quotes for plant or
equipment; evidence of actual costs of recent comparable projects; bases for electric and gas
interconnection costs and any cost contingencies; bases and support for property taxes,
insurance, operations and maintenance (“O&M”) contractor costs, and other fixed O&M and
administrative or general costs; financing documents for construction—period and permanent
financing or evidence of recent debt costs of the seller for comparable investments; and the bases
and support for the claimed capitalization ratio, rate of return, cost-recovery period, inflation
rate, or other parameters used in financial modeling. Such documentation also shall identify and
support any sunk costs that the Capacity Market Seller has reflected as a reduction to its Sell
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Offer The request shall include a certification, signed by an officer of the Capacity Market
Seller, that the claimed costs accurately reflect, in all material respects, the seller’s reasonably
expected costs of new entry and that the request satisfies all standards for an exception
hereunder. The request also shall identify all revenue sources relied upon in the Sell Offer to
offset the claimed fixed costs, including, without limitation, long-term power supply contracts,
tolling agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that
such offsetting revenues are consistent, over a reasonable time period identified by the Capacity
Market Seller, with the standard prescribed above. In making such demonstration, the Capacity
Market Seller may rely upon forecasts of competitive electricity prices in the PJM Region based
on well defined models that include fully documented estimates of future fuel prices, variable
operation and maintenance expenses, energy demand, emissions allowance prices, and expected
environmental or energy policies that affect the seller’s forecast of electricity prices in such
region, employing input data from sources readily available to the public. Documentation for net
revenues also may include, as available and applicable, plant performance and capability
information, including heat rate, start-up times and costs, forced outage rates, planned outage
schedules, maintenance cycle, fuel costs and other variable operations and maintenance
expenses, and ancillary service capabilities. In addition to the documentation identified herein
and in the PJM Manuals, the Capacity Market Seller shall provide any additional supporting
information reasonably requested by the Office of the Interconnection or the Market Monitoring
Unit to evaluate the Sell Offer. Requests for additional documentation will not extend the
deadline by which the Office of the Interconnection or the Market Monitoring Unit must provide
their determinations of the Minimum Offer Price Rule exception request.

1i1) A Sell Offer evaluated hereunder shall be permitted if the
information provided reasonably demonstrates that the Sell Offer’s competitive, cost-based,
fixed, net cost of new entry is below the minimum offer level prescribed by subsection (4), based
on competitive cost advantages relative to the costs estimated for subsection (4), including,
without limitation, competitive cost advantages resulting from the Capacity Market Seller’s
business model, financial condition, tax status, access to capital or other similar conditions
affecting the applicant’s costs, or based on net revenues that are reasonably demonstrated
hereunder to be higher than estimated for subsection (4). Capacity Market Sellers shall be asked
to demonstrate that claimed cost advantages or sources of net revenue that are irregular or
anomalous, that do not reflect arm’s-length transactions, or that are not in the ordinary course of
the Capacity Market Seller’s business are consistent with the standards of this subsection.
Failure to adequately support such costs or revenues so as to enable the Office of the
Interconnection to make the determination required in this section will result in denial of an
exception hereunder by the Office of the Interconnection.

iv) The Market Monitoring Unit shall review the information and
documentation in support of the request and shall provide its findings whether the proposed
Sell Offer is acceptable, in accordance with the standards and criteria hereunder, in writing, to
the Capacity Market Seller and the Office of the Interconnection by no later than ninety (90)
days prior to the commencement of the offer period for such auction. The Office of the
Interconnection shall also review all exception requests and documentation and shall provide in
writing to the Capacity Market Seller, and the Market Monitoring Unit, its determination
whether the requested Sell Offer is acceptable and if not it shall calculate and provide to such
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Capacity Market Seller, a minimum Sell Offer based on the data and documentation received,
by no later than sixty-five (65) days prior to the commencement of the offer period for the
relevant RPM Auction. If the Office of the Interconnection determines that the requested Sell
Offer is acceptable, the Capacity Market Seller Shall notify the Market Monitoring Unit and the
Office of the Interconnection, in writing, of the minimum level of Sell Offer to which it agrees to
commit by no later than sixty (60) days prior to the commencement of the offer period for the
relevant RPM Auction

1) Capacity Export Charges and Credits
(1) Charge

Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a
Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission
Service used for such export (“Export Reserved Capacity’’) multiplied by (the Final Zonal
Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control
Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery
Year for the Zone in which the resources designated for export are located, but not less than
zero). If more than one Zone forms the interface with such Control Area, then the amount of
Reserved Capacity described above shall be apportioned among such Zones for purposes of the
above calculation in proportion to the flows from such resource through each such Zone directly
to such interface under CETO/CETL analysis conditions, as determined by the Office of the
Interconnection using procedures set forth in the PJM Manuals. The amount of the Reserved
Capacity that is associated with a fully controllable facility that crosses such interface shall be
completely apportioned to the Zone within which such facility terminates.

(2) Credit

To recognize the value of firm Transmission Service held by any such Capacity Export
Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall
receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities
under section 5.15. Such credit shall be equal to the locational capacity price difference
specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as
follows:
Export Customer’s Allocated Share equals
(Export Path Import * Export Reserved Capacity) /
(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone).

Where:

“Export Path Import” means the megawatts of Unforced Capacity imported into the export
interface Zone from the Zone in which the resource designated for export is located.
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If more than one Zone forms the interface with such Control Area, then the amount of Export
Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation
in the same manner as set forth in subsection (i)(1) above.

3) Distribution of Revenues

Any revenues collected from the Capacity Export Charge with respect to any capacity export for
a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be
distributed to the Load Serving Entities in the export-interface Zone that were assessed a

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced
Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If
more than one Zone forms the interface with such Control Area, then the revenues shall be
apportioned among such Zones for purposes of the above calculation in the same manner as set
forth in subsection (i)(1) above.

5.14A [Reserved.]

5.14B Generating Unit Capability Verification Test Requirements Transition Provision for
RPM Delivery Years 2014/2015, 2015/2016, and 2016/2017

A. This transition provision applies only with respect to Generation Capacity Resources with
existing capacity commitments for the 2014/2015, 2015/2016, or 2016/2017 Delivery Years that
experience reductions in verified installed capacity available for sale as a direct result of revised
generating unit capability verification test procedures effective with the summer 2014 capability
tests, as set forth in the PJM Manuals. A Generation Capacity Resource meeting the description
of the preceding sentence, and the Capacity Market Seller of such a resource, are hereafter in this
section 5.14B referred to as an “Affected Resource” and an “Affected Resource Owner,”
respectively.

B. For each of its Affected Resources, an Affected Resource Owner is required to provide
documentation to the Office of the Interconnection sufficient to show a reduction in installed
capacity value as a direct result of the revised capability test procedures. Upon acceptance by
the Office of the Interconnection, the Affected Resource’s installed capacity value will be
updated in the eRPM system to reflect the reduction, and the Affected Resource’s Capacity
Interconnection Rights value will be updated to reflect the reduction, effective June 1, 2014. The
reduction’s impact on the Affected Resource’s existing capacity commitments for the 2014/2015
Delivery Year will be determined in Unforced Capacity terms, using the final EFORd value
established by the Office of the Interconnection for the 2014/2015 Delivery Year as applied to
the Third Incremental Auction for the 2014/2015 Delivery Year, to convert installed capacity to
Unforced Capacity. The reduction’s impact on the Affected Resource’s existing capacity
commitments for each of the 2015/2016 and 2016/2017 Delivery Years will be determined in
Unforced Capacity terms, using the EFORd value from each Sell Offer in each applicable RPM
Auction, applied on a pro-rata basis, to convert installed capacity to Unforced Capacity. The
Unforced Capacity impact for each Delivery Year represents the Affected Resource’s capacity
commitment shortfall, resulting wholly and directly from the revised capability test procedures,
for which the Affected Resource Owner is subject to a Capacity Resource Deficiency Charge for

Page 41



Document Accession #: 20180109-5201 Filed Date: 01/09/2018

the Delivery Year, as described in section 8 of this Attachment DD, unless the Affected
Resource Owner (i) provides replacement Unforced Capacity, as described in section 8.1 of this
Attachment DD, prior to the start of the Delivery Year to resolve the Affected Resource’s total
capacity commitment shortfall; or (ii) requests relief from Capacity Resource Deficiency
Charges that result wholly and directly from the revised capability test procedures by electing the
transition mechanism described in this section 5.14B (“Transition Mechanism”).

C. Under the Transition Mechanism, an Affected Resource Owner may elect to have the
Unforced Capacity commitments for all of its Affected Resources reduced for the 2014/2015,
2015/2016, or 2016/2017 Delivery Years to eliminate the capacity commitment shortfalls, across
all of its Affected Resources, that result wholly and directly from the revised capability test
procedures, and for which the Affected Resource Owner otherwise would be subject to Capacity
Resource Deficiency Charges for the Delivery Year. In electing this option, the Affected
Resource Owner relinquishes RPM Auction Credits associated with the reductions in Unforced
Capacity commitments for all of its Affected Resources for the Delivery Year, and Locational
Reliability Charges as described in section 5.14(e) of this Attachment DD are adjusted
accordingly. Affected Resource Owners wishing to elect the Transition Mechanism for the
2015/2016 Delivery Year must notify the Office of the Interconnection by May 30, 2014.
Affected Resource Owners wishing to elect the Transition Mechanism for the 2016/2017
Delivery Year must notify the Office of the Interconnection by July 25, 2014.

D. The Office of the Interconnection will offset the total reduction (across all Affected
Resources and Affected Resource Owners) in Unforced Capacity commitments associated with
the Transition Mechanism for the 2015/2016 and 2016/2017 Delivery Years by applying
corresponding adjustments to the quantity of Buy Bid or Sell Offer activity in the upcoming
Incremental Auctions for each of those Delivery Years, as described in sections 5.12(b)(ii) and
5.12(b)(ii1) of this Attachment DD.

E. By electing the Transition Mechanism, an Affected Resource Owner may receive relief
from applicable Capacity Resource Deficiency Charges for the 2014/2015, 2015/2016, or
2016/2017 Delivery Years, and a Locational UCAP Seller that sells Locational UCAP based on
an Affected Resource owned by the Affected Resource Owner may receive relief from
applicable Capacity Resource Deficiency Charges for the 2014/2015 Delivery Year, to the extent
that the Affected Resource Owner demonstrates, to the satisfaction of the Office of the
Interconnection, that an inability to deliver the amount of Unforced Capacity previously
committed for the 2014/2015, 2015/2016, or 2016/2017 Delivery Years is due to a reduction in
verified installed capacity available for sale as a direct result of revised generating unit capability
verification test procedures effective with the summer 2014 capability tests, as set forth in the
PJM Manuals; provided, however, that the Affected Resource Owner must provide the Office of
the Interconnection with all information deemed necessary by the Office of the Interconnection
to assess the merits of the request for relief.

5.14C Demand Response Operational Resource Flexibility Transition Provision for RPM
Delivery Years 2015/2016 and 2016/2017

A. This transition provision applies only to Demand Resources for which a Curtailment
Service Provider has existing RPM commitments for the 2015/2016 or 2016/2017 Delivery
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Years (alternatively referred to in this section 5.14C as “Applicable Delivery Years” and each an
“Applicable Delivery Year”) that (i) cannot satisfy the 30-minute notification requirement as
described in Section A.2 of Attachment DD-1 of the Tariff and the parallel provision of Schedule
6 of the RAA; (i1) are not excepted from the 30-minute notification requirement as described in
Section A.2 of Attachment DD-1 of the Tariff and the parallel provision of Schedule 6 of the
RAA; and (iii) cleared in the Base Residual Auction or First Incremental Auction for the
2015/2016 Delivery Year, or cleared in the Base Residual Auction for the 2016/2017 Delivery
Year. A Demand Resource meeting these criteria and the Curtailment Service Provider of such a
resource are hereafter in this section 5.14C referred to as an “Affected Demand Resource” and an
“Affected Curtailment Service Provider,” respectively.

B. For this section 5.14C to apply to an Affected Demand Resource, the Affected
Curtailment Service Provider must notify the Office of the Interconnection in writing, with
regard to the following information by the applicable deadline:

1) For each applicable Affected Demand Resource: the number of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year by end-use customer site
that the Affected Curtailment Service Provider cannot deliver, calculated based on
the most current information available to the Affected Curtailment Service
Provider; the end-use customer name; electric distribution company’s account
number for the end-use customer; address of end-use customer; type of Demand
Resource (i.e., Limited DR, Annual DR, Extended Summer DR); the Zone or sub-
Zone in which the end-use customer is located; and, a detailed description of why
the end-use customer cannot comply with the 30-minute notification requirement
or qualify for one of the exceptions to the 30-minute notification requirement
provided in Section A.2 of Attachment DD-1 of the Tariff and the parallel
provision of Schedule 6 of the RAA.

i) If applicable, a detailed analysis that quantifies the amount of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year for prospective customer sales
that could not be contracted by the Affected Curtailment Service Provider because of the
30-minute notification requirement provided in Section A.2 of Attachment DD-1 of the
Tariff and the parallel provision of Schedule 6 of the RAA that the Affected Curtailment
Service Provider cannot deliver, by type of Demand Resource (i.e. Limited DR, Annual
DR, Extended Summer DR) and by Zone and sub-Zone, as applicable. The analysis
should include the amount of Unforced Capacity expected from prospective customer
sales for each Applicable Delivery Year and must include supporting detail to
substantiate the difference in reduced sales expectations. The Affected Curtailment
Service Provider should maintain records to support its analysis.

1. For the 2015/2016 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Third Incremental Auction for the 2015/2016 Delivery Year. Such Affected Curtailment
Service Provider that utilizes this transition provision may not sell or offer to sell megawatts in
the modeled LDA or sub-LDA where an Affected Demand Resource is located in the Third
Incremental Auction for the 2015/2016 Delivery Year.
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2. For the 2016/2017 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Second Incremental Auction for the 2016/2017 Delivery Year. Such Affected
Curtailment Service Provider that utilizes this transition provision may not sell or offer to sell
megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located in
the Second or Third Incremental Auctions for the 2016/2017 Delivery Year.

3. For the 2016/2017 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Third Incremental Auction for the 2016/2017 Delivery Year. Such Affected Curtailment
Service Provider that utilizes this transition provision must not have sold or offered to sell
megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located in
the Second Incremental Auction for the 2016/2017 Delivery Year, and may not sell or offer to
sell megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located
in the Third Incremental Auction for the 2016/2017 Delivery Year.

C. For the Third Incremental Auction for the 2015/2016 Delivery Year and the First,
Second, and Third Incremental Auctions for the 2016/2017 Delivery Year, the Office of the
Interconnection shall publish aggregate information on the undeliverable megawatts declared
under this transition provision (hereafter, “non-viable megawatts”), by type of Demand Resource
and by Zone or sub-Zone, concurrently with its posting of planning parameters for the applicable
Scheduled Incremental Auction. Non-viable megawatts for a Scheduled Incremental Auction for
an Applicable Delivery Year represent those megawatts meeting the criteria of subsection A
above and declared in accordance with subsection B above. Prior to each Third Incremental
Auction for an Applicable Delivery Year, the Office of the Interconnection shall apply
adjustments equal to the declared non-viable megawatt quantity to the quantity of Buy Bid or
Sell Offer activity in the upcoming Scheduled Incremental Auctions for the Applicable Delivery
Year, as described in sections 5.12(b)(ii) and 5.12(b)(iii) of this Attachment DD. Prior to the
Second Incremental Auction for the 2016/2017 Delivery Year, the Office of the Interconnection
shall adjust the recalculated PJM Region Reliability Requirement and recalculated LDA
Reliability Requirements, as described in section 5.4(c) of this Attachment DD, by the applicable
quantity of declared non-viable megawatts, and shall update the PJM Region Reliability
Requirement and each LDA Reliability Requirement for such Second Incremental Auction only
if the combined change of the applicable adjustment and applicable recalculation is greater than
or equal to the lessor of (i) 500 megawatts or (ii) one percent of the prior PJM Region Reliability
Requirement or one percent of the prior LDA Reliability Requirement, as applicable.

D. Prior to the start of each Applicable Delivery Year, the Office of the Interconnection shall
reduce, by type of Demand Resource and by Zone or sub-Zone, the capacity commitment of each
Affected Curtailment Service Provider that utilizes this transition provision for the Applicable
Delivery Year based on the non-viable megawatts declared by the Affected Curtailment Service
Provider under this transition provision. If the Affected Curtailment Service Provider cleared
megawatts from multiple Affected Demand Resources of the same type and Zone or sub-Zone,
or cleared megawatts in multiple RPM Auctions for the Applicable Delivery Year, the Office of
the Interconnection shall allocate the reduction in capacity commitment by type of Demand
Resource and by Zone or sub-Zone across the applicable Affected Demand Resources and
relevant RPM Auctions. Such allocation shall be performed on a pro-rata basis, based on
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megawatts cleared by the Affected Demand Resources in the relevant RPM Auctions.

E. For each Applicable Delivery Year, an Affected Curtailment Service Provider that
utilizes this transition provision for the Applicable Delivery Year relinquishes an Affected
Demand Resource’s RPM Auction Credits for the amount of capacity commitment reduction as
determined under subsection D above. Locational Reliability Charges as described in section
5.14(e) of this Attachment DD are also adjusted accordingly.

5.14D Capacity Performance and Base Capacity Transition Provision for RPM Delivery
Years 2016/2017 and 2017/2018

A. This transition provision applies only for procuring Capacity Performance Resources for
the 2016/2017 and 2017/2018 Delivery Years.

B. For both the 2016/2017 and 2017/2018 Delivery Years, PJM will hold a Capacity
Performance Transition Incremental Auction to procure Capacity Performance Resources.

1. For each Capacity Performance Transition Incremental Auction, the optimization
algorithm shall consider:

o the target quantities of Capacity Performance Resources specified below;
o the Sell Offers submitted in such auction.

The Office of the Interconnection shall submit a Buy Bid based on the quantity of Capacity
Performance Resources specified for that Delivery Year. For the 2016/2017 Delivery Year, the
Office of the Interconnection shall submit a Buy Bid, at a price no higher than 0.5 times the Net
CONE value for the PJM Region determined for the Base Residual Auction for that Delivery
Year, for a quantity of Capacity Performance Resources equal to 60 percent of the updated
Reliability Requirement for the PJM Region. For the 2017/2018 Delivery Year, the Office of
the Interconnection shall submit a Buy Bid, at a price no higher than 0.6 times the Net CONE
value for the PJM Region determined for the Base Residual Auction for that Delivery Year, for a
quantity of Capacity Performance Resources equal to 70 percent of the updated Reliability
Requirement for the PJM Region.

2. For each Capacity Performance Transition Incremental Auction, the Office of the
Interconnection shall calculate a clearing price to be paid for each megawatt-day of Unforced
Capacity that clears in such auction. For the 2016/2017 Delivery Year, the Capacity Resource
Clearing Price for any Capacity Performance Transition Incremental Auction shall not exceed
0.5 times the Net CONE value for the PJM Region determined for the Base Residual Auction for
that Delivery Year. For the 2017/2018 Delivery Year, the Capacity Resource Clearing Price for
any Capacity Performance Transition Incremental Auction shall not exceed 0.6 times the Net
CONE value for the PJM Region determined for the Base Residual Auction for that Delivery
Year.

3. A Capacity Market Seller may offer any Capacity Resource that has not been
committed in an FRR Capacity Plan, that qualifies as a Capacity Performance Resource under
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section 5.5A(a) and that (i) has not cleared an RPM Auction for that Delivery Year; or (ii) has
cleared in an RPM Auction for that Delivery Year. A Capacity Market Seller may offer an
external Generation Capacity Resource to the extent that such resource: (i) is reasonably
expected, by the relevant Delivery Year, to meet all applicable requirements to be treated as
equivalent to PJM Region internal generation that is not subject to NERC tagging as an
interchange transaction; (ii) has long-term firm transmission service confirmed on the complete
transmission path from such resource into PJM; and (iii) is, by written commitment of the
Capacity Market Seller, subject to the same obligations imposed on Generation Capacity
Resources located in the PJM Region by section 6.6 of Attachment DD of the PJM Tariff to offer
their capacity into RPM Auctions.

4. Capacity Resources that already cleared an RPM Auction for a Delivery Year,
retain the capacity obligations for that Delivery Year, and clear in a Capacity Performance
Transition Incremental Auction for the same Delivery Year shall: (i) receive a payment equal to
the Capacity Resource Clearing Price as established in that Capacity Performance Transition
Incremental Auction; and (ii) not be eligible to receive a payment for clearing in any prior RPM
Auction for that Delivery Year.

D. All Capacity Performance Resources that clear in a Capacity Performance Transition
Incremental Auction will be subject to the Non-Performance Charge set forth in section 10A.

5.14E Demand Response Legacy Direct Load Control Transition Provision for RPM
Delivery Years 2016/2017, 2017/2018, and 2018/2019

A. This transition provision applies only to Demand Resources for which a Curtailment
Service Provider has existing RPM commitments for the 2016/2017, 2017/2018, or 2018/2019
Delivery Years (alternatively referred to in this section 5.14E as “Applicable Delivery Years”
and each an “Applicable Delivery Year”) that (i) qualified as Legacy Direct Load Control before
June 1, 2016 as described in Section G of Attachment DD-1 of the Tariff and the parallel
provision of Schedule 6 of the RAA; (ii) cannot meet the requirements for using statistical
sampling for residential non-interval metered customers as described in Section K of Attachment
DD-1 of the Tariff and the parallel provision of Schedule 6 of the RAA; and (iii) cleared in the
Base Residual Auction or First Incremental Auction for the 2016/2017 Delivery Year, cleared in
the Base Residual Auction for the 2017/2018 Delivery Year, or cleared in the Base Residual
Auction for the 2018/2019 Delivery Year. A Demand Resource meeting these criteria and the
Curtailment Service Provider of such a resource are hereafter in this section 5.14E referred to as
an “Affected Demand Resource” and an “Affected Curtailment Service Provider,” respectively.

B. For this section 5.14E to apply to an Affected Demand Resource, the Affected
Curtailment Service Provider must notify the Office of the Interconnection in writing, with
regard to the following information, by the applicable deadline:

1) For each applicable Affected Demand Resource: the number of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year by end-use customer site
that the Affected Curtailment Service Provider cannot deliver, calculated based on
the most current information available to the Affected Curtailment Service
Provider; electric distribution company’s account number for the end-use
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customer; address of end-use customer; type of Demand Resource (i.e., Limited
DR, Annual DR, Extended Summer DR); the Zone or sub-Zone in which the end-
use customer is located; and, a detailed description of why the endues customer
cannot comply with statistical sampling for residential non-interval metered
customers requirement as described in Section K of Attachment DD-1 of the
Tariff and the parallel provision of Schedule 6 of the RAA.

1) If applicable, a detailed analysis that quantifies the amount of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year for prospective customer
sales that could not be contracted by the Affected Curtailment Service Provider
because of the statistical sampling for residential non-interval metered customers
requirement as described in Section K of Attachment DD-1 of the Tariff and the
parallel provision of Schedule 6 of the RAA that the Affected Curtailment Service
Provider cannot deliver, by type of Demand Resource (i.e. Limited DR, Annual
DR, Extended Summer DR) and by Zone and sub-Zone, as applicable. The
analysis should include the amount of Unforced Capacity expected from
prospective customer sales for each Applicable Delivery Year and must include
supporting detail to substantiate the difference in reduced sales expectations. The
Affected Curtailment Service Provider should maintain records to support its
analysis.

1. For the 2016/2017 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Second and/or Third Incremental Auction for the 2016/2017 Delivery Year. Such
Affected Curtailment Service Provider that utilizes this transition provision may not sell or offer
to sell megawatts in the matching LDA or sub-LDA where an Affected Demand Resource is
located in the Second or Third Incremental Auction for the 2016/2017 Delivery Year.

2. For the 2017/2018 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the First, Second and/or Third Incremental Auction for the 2017/2018 Delivery Year. Such
Affected Curtailment Service Provider that utilizes this transition provision may not sell or offer
to sell megawatts in the matching LDA or sub-LDA where an Affected Demand Resource is
located in the First, Second or Third Incremental Auctions for the 2017/2018 Delivery Year.

3. For the 2018/2019 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the First, Second and/or Third Incremental Auction for the 2018/2019 Delivery Year. Such
Affected Curtailment Service Provider that utilizes this transition provision may not sell or offer
to sell megawatts in the matching LDA or sub-LDA where an Affected Demand Resource is
located in the First, Second or Third Incremental Auctions for the 2018/2019 Delivery Year.

C. For the Second and Third Incremental Auction for the 2016/2017 Delivery Year, the
First, Second, and Third Incremental Auctions for the 2017/2018 Delivery Year, and the First,
Second, and Third Incremental Auctions for the 2018/2019 Delivery Year, the Office of the
Interconnection shall publish aggregate information on the undeliverable megawatts declared
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under this transition provision (hereafter, “non-viable megawatts”), by type of Demand Resource
and by Zone or sub-Zone, concurrently with its posting of planning parameters for the applicable
Scheduled Incremental Auction. Non-viable megawatts for a Scheduled Incremental Auction for
an Applicable Delivery Year represent those megawatts meeting the criteria of subsection A
above and declared in accordance with subsection B above. Prior to each Scheduled Incremental
Auction for an Applicable Delivery Year, the Office of the Interconnection shall apply
adjustments equal to the declared non-viable megawatt quantity to the quantity of Buy Bid or
Sell Offer activity in the upcoming Scheduled Incremental Auctions for the Applicable Delivery
Year, as described in sections 5.12(b)(i1) and 5.12(b)(iii) of this Attachment DD. Prior to the
Second Incremental Auction for the 2016/2017 Delivery Year, the First and Second Incremental
Auction for the 2017/2018 Delivery Year, and the First and Second Incremental Auction for the
2018/2019 Delivery Year, the Office of the Interconnection shall adjust the recalculated PIM
Region Reliability Requirement and recalculated LDA Reliability Requirements, as described in
section 5.4(c) of this Attachment DD, by the applicable quantity of declared non-viable
megawatts, and shall update the PJM Region Reliability Requirement and each LDA Reliability
Requirement for such Incremental Auction only if the combined change of the applicable
adjustment and applicable recalculation is greater than or equal to the lessor of (i) 500 megawatts
or (i1) one percent of the prior PIM Region Reliability Requirement or one percent of the prior
LDA Reliability Requirement, as applicable.

D. Prior to the start of each Applicable Delivery Year, the Office of the Interconnection shall
reduce, by type of Demand Resource and by Zone or sub-Zone, the capacity commitment of each
Affected Curtailment Service Provider that utilizes this transition provision for the Applicable
Delivery Year based on the non-viable megawatts declared by the Affected Curtailment Service
Provider under this transition provision. If the Affected Curtailment Service Provider cleared
megawatts from multiple Affected Demand Resources of the same type and Zone or sub-Zone,
or cleared MWs in multiple RPM Auctions for the Applicable Delivery Year, the Office of the
Interconnection shall allocate the reduction in capacity commitment by type of Demand
Resource and by Zone or sub-Zone across the applicable Affected Demand Resources and
relevant RPM Auctions. Such allocation shall be performed on a pro-rata basis, based on
megawatts cleared by the Affected Demand Resources in the relevant RPM Auctions.

E. For each Applicable Delivery Year, an Affected Curtailment Service Provider that
utilizes this transition provision for the Applicable Delivery Year relinquishes an Affected
Demand Resource’s RPM Auction credits for the amount of capacity commitment reduction as
determined under subsection D above. Locational Reliability Charges as described in section
5.14(e) of this Attachment DD are also adjusted accordingly.

Page 48



Document Accession #: 20180109-5201 Filed Date: 01/09/2018

FERC rendition of the electronically filed tariff records in Docket No. ER13-00535-006
Filing Data:

CID: C000030

Filing Title: Compliance Filing Pursuant to the Commission's Dec 8, 2017 Order on Rehearing
Company Filing Identifier: 3783

Type of Filing Code: 80

Associated Filing Identifier: 845

Tariff Title: Intra-PJM Tariffs

Tariff ID: 23

Payment Confirmation:

Suspension Motion:

Tariff Record Data:

Record Content Description, Tariff Record Title, Record Version Number, Option Code:
OATT Definitions - R - S, OATT Definitions-R - S, 13.0.0, A

Record Narative Name: OATT Definitions-R - S

Tariff Record ID: 11

Tariff Record Collation Value: 8151030 Tariff Record Parent Identifier: 3
Proposed Date: 2017-12-08

Priority Order: 500

Record Change Type: CHANGE

Record Content Type: 1

Associated Filing Identifier:

Definitions — R - S
Ramping Capability:

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts
per minute.

Real-time Congestion Price:

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Real-time Loss Price:

“Real-time Loss Price” shall mean the Loss Price resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Real-time Energy Market:

“Real-time Energy Market” shall mean the purchase or sale of energy and payment of
Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in
the Operating Day.

Real-time Offer:

“Real-time Offer” shall mean a new offer or an update to a Market Seller’s existing cost-based or
market-based offer for a clock hour, submitted after the close of the Day-ahead Energy Market.

Real-time Prices:
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“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Real-time Settlement Interval:

“Real-time Settlement Interval” shall mean the interval used by settlements, which shall be every
five minutes.

Real-time System Energy Price:

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
of the Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

Reasonable Efforts:

“Reasonable Efforts” shall mean, with respect to any action required to be made, attempted, or
taken by an Interconnection Party or by a Construction Party under Tariff, Part IV or Part VI, an
Interconnection Service Agreement, or a Construction Service Agreement, such efforts as are
timely and consistent with Good Utility Practice and with efforts that such party would undertake
for the protection of its own interests.

Receiving Party:

“Receiving Party” shall mean the entity receiving the capacity and energy transmitted by the
Transmission Provider to Point(s) of Delivery.

Referral:

“Referral” shall mean a formal report of the Market Monitoring Unit to the Commission for
investigation of behavior of a Market Participant, of behavior of PJM, or of a market design
flaw, pursuant to Tariff, Attachment M, section IV.I.

Reference Resource:

“Reference Resource” shall mean a combustion turbine generating station, configured with two
General Electric Frame 7FA turbines with inlet air cooling to 50 degrees, Selective Catalytic
Reduction technology all CONE Areas, dual fuel capability, and a heat rate of 10.096 Mmbtu/
MWh.

Regional Entity:

“Regional Entity” shall have the same meaning specified in the Operating Agreement.

Regional Transmission Expansion Plan:
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“Regional Transmission Expansion Plan” shall mean the plan prepared by the Office of the
Interconnection pursuant to Schedule 6 of the Operating Agreement for the enhancement and
expansion of the Transmission System in order to meet the demands for firm transmission
service in the PJM Region.

Regional Transmission Group (RTG):

“Regional Transmission Group” or “RTG” shall mean a voluntary organization of transmission
owners, transmission users and other entities approved by the Commission to efficiently
coordinate transmission planning (and expansion), operation and use on a regional (and
interregional) basis.

Regulation:

“Regulation” shall mean the capability of a specific generation resource or Demand Resource
with appropriate telecommunications, control and response capability to seperately increase and
decrease its output or adjust load in response to a regulating control signal, in accordance with
the specifications in the PJM Manuals.

Regulation Effective Megawatts:

“Regulation Effective Megawatts” shall equal the product of 1) the amount of Regulation that a
resource is providing in a given hour, 2) the resource’s historic performance score, and 3) the
resource’s Regulation Rate of Technical Substitution.

Regulation Marginal Rate of Technical Substitution:

“Regulation Marginal Rate of Technical Substitution” shall mean the Regulation Rate of
Technical Substitution assigned to the last dynamic Regulation resource committed to provide
Regulation service in a given hour.

Regulation Rate of Technical Substitution:

“Regulation Rate of Technical Substitution” shall mean a value along the Regulation Rate of
Technical Substitution Curve that translates a dynamic Regulation resource into a traditional
Regulation resource. Regulation Rate of Technical Substitution is calculated in accordance
with the PJM Manuals.

Regulation Rate of Technical Substitution Curve:

“Regulation Rate of Technical Substitution Curve” shall mean a function that defines the
operational relationship between traditional and dynamic Regulation resources utilized to meet
the Regulation Requirement. Regulation Rate of Technical Substitution Curve is calculated in
accordance with the PJM

Manuals.
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Regulation Requirement:

“Regulation Requirement” shall mean the calculated Regulation Effective Megawatts required
to be maintained in a Regulation Zone, absent any increase to account for additional Regulation
scheduled to address operational uncertainty. Regulation Requirement is defined in accordance
with the PJM Manuals.

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.

Relevant Electric Retail Regulatory Authority:

“Relevant Electric Retail Regulatory Authority” shall mean an entity that has jurisdiction over
and establishes prices and policies for competition for providers of retail electric service to
end-customers, such as the city council for a municipal utility, the governing board of a
cooperative utility, the state public utility commission or any other such entity.

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, and as amended from time to time thereafter.

Reliability Pricing Model Auction:

“Reliability Pricing Model Auction” or “RPM Auction” shall mean the Base Residual Auction or
any Incremental Auction, or, for the 2016/2017 and 2017/2018 Delivery Years, any Capacity
Performance Transition Incremental Auction.

Required Transmission Enhancements:

“Regional Transmission Enhancements” shall mean enhancements and expansions of the
Transmission System that (1) a Regional Transmission Expansion Plan developed pursuant to
Schedule 6 of the Operating Agreement or (2) any joint planning or coordination agreement
between PJM and another region or transmission planning authority set forth in Tariff, Schedule
12-Appendix B (“Appendix B Agreement’) designates one or more of the Transmission
Owner(s) to construct and own or finance. Required Transmission Enhancements shall also
include enhancements and expansions of facilities in another region or planning authority that
meet the definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or
have been classified as transmission facilities in a ruling by FERC addressing such facilities
constructed pursuant to an Appendix B Agreement cost responsibility for which has been
assigned at least in part to PJM pursuant to such Appendix B Agreement.
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Reserved Capacity:

“Reserved Capacity” shall mean the maximum amount of capacity and energy that the
Transmission Provider agrees to transmit for the Transmission Customer over the Transmission
Provider’s Transmission System between the Point(s) of Receipt and the Point(s) of Delivery
under Tariff, Part II. Reserved Capacity shall be expressed in terms of whole megawatts on a
sixty (60) minute interval (commencing on the clock hour) basis.

Reserve Penalty Factor:

“Reserve Penalty Factor” shall mean the cost, in $/MWh, associated with being unable to meet a
specific reserve requirement in a Reserve Zone or Reserve Sub-zone. A Reserve Penalty Factor
will be defined for each reserve requirement in a Reserve Zone or Reserve Sub-zone.

Reserve Sub-zone:

“Reserve Sub-zone” shall mean any of those geographic areas wholly contained within a Reserve
Zone, consisting of a combination of a portion of one or more Control Zone(s) as designated by
the Office of the Interconnection in the PIM Manuals, relevant to provision of, and requirements
for, reserve service.

Reserve Zone:

“Reserve Zone” shall mean any of those geographic areas 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, reserve service.

Residual Auction Revenue Rights:

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability, including the
return to service of existing transmission capability, that was not modeled pursuant to Operating
Agreement, Schedule 1, section 7.5 and the parallel provisions of Tariff, Attachment
K-Appendix in compliance with Operating Agreement, Schedule 1, section 7.4.2 (h) and the
parallel provisions of Tariff, Attachment K-Appendix, and, if modeled, would have increased the
amount of stage 1 Auction Revenue Rights allocated pursuant to Operating Agreement, Schedule
1, section 7.4.2 and the parallel provisions of Tariff, Attachment K-Appendix; provided that, the
foregoing notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental
Auction Revenue Rights allocated pursuant to Tariff, Part VI; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Operating Agreement,
Schedule 6 for transmission upgrades that create such rights.

Residual Metered Load:

“Residual Metered Load” shall mean all load remaining in an electric distribution company’s
fully metered franchise area(s) or service territory(ies) after all nodally priced load of entities
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serving load in such area(s) or territory(ies) has been carved out.
Resource Substitution Charge:

“Resource Substitution Charge” shall mean a charge assessed on Capacity Market Buyers in an
Incremental Auction to recover the cost of replacement Capacity Resources.

Revenue Data for Settlements:

“Revenue Data for Settlements” shall mean energy quantities used in accounting and billing as
determined pursuant to Tariff, Attachment K-Appendix and the corresponding provisions of
Operating Agreement, Schedule 1.

RPM Seller Credit:

“RPM Seller Credit” shall mean an additional form of Unsecured Credit defined in Tariff,
Attachment Q, section IV.

Scheduled Incremental Auctions:

“Scheduled Incremental Auctions” shall refer to the First, Second, or Third Incremental Auction.
Schedule of Work:

“Schedule of Work™ shall mean that schedule attached to the Interconnection Construction
Service Agreement setting forth the timing of work to be performed by the Constructing Entity
pursuant to the Interconnection Construction Service Agreement, based upon the Facilities Study
and subject to modification, as required, in accordance with Transmission Provider’s scope
change process for interconnection projects set forth in the PJM Manuals.

Scope of Work:

“Scope of Work” shall mean that scope of the work attached as a schedule to the Interconnection
Construction Service Agreement and to be performed by the Constructing Entity(ies) pursuant to
the Interconnection Construction Service Agreement, provided that such Scope of Work may be
modified, as required, in accordance with Transmission Provider’s scope change process for
interconnection projects set forth in the PJM Manuals.

Seasonal Capacity Performance Resource:

“Seasonal Capacity Performance Resource” shall have the same meaning specified in Tariff,
Attachment DD, section 5.5A.

Secondary Systems:

“Secondary Systems” shall mean control or power circuits that operate below 600 volts, AC or
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DC, including, but not limited to, any hardware, control or protective devices, cables,
conductors, electric raceways, secondary equipment panels, transducers, batteries, chargers, and
voltage and current transformers.

Second Incremental Auction:

“Second Incremental Auction” shall mean an Incremental Auction conducted ten months before
the Delivery Year to which it relates.

Security:

“Security” shall mean the security provided by the New Service Customer pursuant to Section
212.4 or Section 213.4 of the Tariff to secure the New Service Customer’s responsibility for
Costs under the Interconnection Service Agreement or Upgrade Construction Service Agreement
and Section 217 of the Tariff.

Segment:
“Segment” shall have the same meaning as described in section 3.2.3(e) of Schedule 1 of this
Agreement.

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 or an Incremental Auction of a Sell Offer indicating such Market Seller’s intent that
such Capacity Resource be Self-Supply. Self-Supply may be either committed regardless of
clearing price or submitted as a Sell Offer with a price bid. A Load Serving Entity's Sell Offer
with a price bid for an owned or contracted Capacity Resource shall not be deemed
“Self-Supply,” unless it is designated as Self-Supply and used by the LSE to meet obligations
under this Attachment or the Reliability Assurance Agreement.

Sell Offer:

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

Service Agreement:

“Service Agreement” shall mean the initial agreement and any amendments or supplements
thereto entered into by the Transmission Customer and the Transmission Provider for service
under the Tariff.

Service Commencement Date:

“Service Commencement Date” shall mean the date the Transmission Provider begins to provide
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service pursuant to the terms of an executed Service Agreement, or the date the Transmission
Provider begins to provide service in accordance with Section 15.3 or Section 29.1 under the
Tariff.

Short-Term Firm Point-To-Point Transmission Service:

“Short-Term Firm Point-To-Point Transmission Service” shall mean Firm Point-To-Point
Transmission Service under Tariff, Part II with a term of less than one year.

Short-term Project:
“Short-term Project” shall have the same meaning provided in the Operating Agreement.
Short-Term Resource Procurement Target:

“Short-Term Resource Procurement Target” shall mean, for Delivery Years through May 31,
2018, as to the PJM Region, for purposes of the Base Residual Auction, 2.5% of the PIM Region
Reliability Requirement determined for such Base Residual Auction, for purposes of the First
Incremental Auction, 2% of the of the PJM Region Reliability Requirement as calculated at the
time of the Base Residual Auction; and, for purposes of the Second Incremental Auction, 1.5%
of the of the PJM Region Reliability Requirement as calculated at the time of the Base Residual
Auction; and, as to any Zone, an allocation of the PJM Region Short-Term Resource
Procurement Target based on the Preliminary Zonal Forecast Peak Load, reduced by the amount
of load served under the FRR Alternative. For any LDA, the LDA Short-Term Resource
Procurement Target shall be the sum of the Short-Term Resource Procurement Targets of all
Zones in the LDA.

Short-Term Resource Procurement Target Applicable Share:

“Short-Term Resource Procurement Target Applicable Share” shall mean, for Delivery Years
through May 31, 2018: (i) for the PJM Region, as to the First and Second Incremental Auctions,
0.2 times the Short-Term Resource Procurement Target used in the Base Residual Auction and,
as to the Third Incremental Auction for the PJM Region, 0.6 times such target; and (ii) for an
LDA, as to the First and Second Incremental Auctions, 0.2 times the Short-Term Resource
Procurement Target used in the Base Residual Auction for such LDA and, as to the Third
Incremental Auction, 0.6 times such target.

Site:

“Site” shall mean all of the real property, including but not limited to any leased real property
and easements, on which the Customer Facility is situated and/or on which the Customer
Interconnection Facilities are to be located.

Small Commercial Customer:

“Small Commercial Customer,” as used in RAA, Schedule 6 and Tariff, Attachment DD-1, shall
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mean a commercial retail electric end-use customer of an electric distribution company that
participates in a mass market demand response program under the jurisdiction of a RERRA and
satisfies the definition of a “small commercial customer” under the terms of the applicable
RERRA’s program, provided that the customer has an annual peak demand no greater than
100kW.

Small Generation Resource:

“Small Generation Resource” shall mean an Interconnection Customer’s device of 20 MW or
less for the production and/or storage for later injection of electricity identified in an
Interconnection Request, but shall not include the Interconnection Customer’s Interconnection
Facilities. This term shall include Energy Storage Resources and/or other devices for storage
for later injection of energy.

Small Inverter Facility:

“Small Inverter Facility” shall mean an Energy Resource that is a certified small inverter-based
facility no larger than 10 kW.

Small Inverter ISA:

“Small Inverter ISA” shall mean an agreement among Transmission Provider, Interconnection
Customer, and Interconnected Transmission Owner regarding interconnection of a Small Inverter
Facility under Tariff, Part IV, section 112B.

Special Member:

“Special Member” shall mean an entity that satisfies the requirements of Operating Agreement,
Schedule 1, section 1.5A.02, and the parallel provisions of Tariff, Attachment K-Appendix, or
the special membership provisions established under the Emergency Load Response and
Pre-Emergency Load Response Programs.

Spot Market Backup:

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the
PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason.

Spot Market Energy:

“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PJIM
Interchange Energy Market at System Energy Prices determined as specified in Operating

Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix.

Start Additional Labor Costs:
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“Start Additional Labor Costs” shall mean additional labor costs for startup required above
normal station manning levels.

Start-Up Costs:

“Start-Up Costs” shall mean the unit costs to bring the boiler, turbine and generator from
shutdown conditions to the point after breaker closure which is typically indicated by
telemetered or aggregated state estimator megawatts greater than zero and is determined based
on the cost of start fuel, total fuel-related cost, performance factor, electrical costs (station
service), start maintenance adder, and additional labor cost if required above normal station
manning. Start-Up Costs can vary with the unit offline time being categorized in three unit
temperature conditions: hot, intermediate and cold.

State:

“State” shall mean the District of Columbia and any State or Commonwealth of the United
States.

State Commission:

“State Commission” shall mean any state regulatory agency having jurisdiction over retail
electricity sales in any State in the PJM Region.

State Estimator:

“State Estimator” shall mean the computer model of power flows specified in Operating
Agreement, Schedule 1, section 2.3 and the parallel provisions of Tariff, Attachment
K-Appendix.

Station Power:

“Station Power” shall mean energy used for operating the electric equipment on the site of a
generation facility located in the PJM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for compressors at a compressed air energy storage facility; (iv) used for charging an
Energy Storage Resource or a Capacity Storage Resource; or (v) used in association with
restoration or black start service.

Sub-Annual Resource Constraint:

“Sub-Annual Resource Constraint” shall mean, for the 2017/2018 Delivery Year and for FRR
Capacity Plans the 2017/2018 and 2018/2019 Delivery Years, for the PJM Region or for each
LDA for which the Office of the Interconnection is required under section 5.10(a) of Tariff
Attachment DD to establish a separate VRR Curve for a Delivery Year, a limit on the total
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amount of Unforced Capacity that can be committed as Limited Demand Resources and
Extended Summer Demand Resources for the 2017/2018 Delivery Year in the PJM Region or in
such LDA, calculated as the Sub-Annual Resource Reliability Target for the PIM Region or for
such LDA, respectively, minus the Short-Term Resource Procurement Target for the PJIM
Region or for such LDA, respectively.

Sub-Annual Resource Price Decrement:

“Sub-Annual Resource Price Decrement” shall mean, for the 2017/2018 Delivery Year, a
difference between the clearing price for Extended Summer Demand Resources and the clearing
price for Annual Resources, representing the cost to procure additional Annual Resources out of
merit order when the Sub-Annual Resource Constraint is binding.

Sub-Annual Resource Reliability Target:

“Sub-Annual Reliability Target” for the PIM Region or an LDA, shall mean the maximum
amount of the combination of Extended Summer Demand Resources and Limited Demand
Resources in Unforced Capacity determined by PJM to be consistent with the maintenance of
reliability, stated in Unforced Capacity, that shall be used to calculate the Minimum Annual
Resource Requirement for Delivery Years through May 31, 2017 and the Sub-Annual Resource
Constraint for the 2017/2018 and 2018/2019 Delivery Years. As more fully set forth in the PJM
Manuals, PIM calculates the Sub-Annual Resource Reliability Target, by first determining a
reference annual loss of load expectation (“LOLE”) assuming no Demand Resources. The
calculation for the unconstrained portion of the PJM Region uses a daily distribution of loads
under a range of weather scenarios (based on the most recent load forecast and iteratively
shifting the load distributions to result in the Installed Reserve Margin established for the
Delivery Year in question) and a weekly capacity distribution (based on the cumulative capacity
availability distributions developed for the Installed Reserve Margin study for the Delivery Year
in question). The calculation for each relevant LDA uses a daily distribution of loads under a
range of weather scenarios (based on the most recent load forecast for the Delivery Year in
question) and a weekly capacity distribution (based on the cumulative capacity availability
distributions developed for the Capacity Emergency Transfer Objective study for the Delivery
Year in question). For the relevant LDA calculation, the weekly capacity distributions are
adjusted to reflect the Capacity Emergency Transfer Limit for the Delivery Year in question.

For both the PJM Region and LDA analyses, PJM then models the commitment of varying
amounts of DR (displacing otherwise committed generation) as interruptible from May 1 through
October 31 and unavailable from November 1 through April 30 and calculates the LOLE at each
DR level. The Extended Summer DR Reliability Target is the DR amount, stated as a
percentage of the unrestricted peak load, that produces no more than a ten percent increase in the
LOLE, compared to the reference value. The Sub-Annual Resource Reliability Target shall be
expressed as a percentage of the forecasted peak load of the PJM Region or such LDA and is
converted to Unforced Capacity by multiplying [the reliability target percentage] times [the
Forecast Pool Requirement] times [the DR Factor] times [the forecasted peak load of the PJIM
Region or such LDA, reduced by the amount of load served under the FRR Alternative].
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Sub-meter:

“Sub-meter” shall mean a metering point for electricity consumption that does not include all
electricity consumption for the end-use customer as defined by the electric distribution company
account number. PJM shall only accept sub-meter load data from end-use customers for
measurement and verification of Regulation service as set forth in the Economic Load Response
rules and PJM Manuals.

Summer-Period Capacity Performance Resource:

“Summer-Period Capacity Performance Resource” shall have the same meaning specified in
Tariff, Attachment DD, section 5.5A.

Switching and Tagging Rules:

“Switching and Tagging Rules” shall mean the switching and tagging procedures of
Interconnected Transmission Owners and Interconnection Customer as they may be amended
from time to time.

Synchronized Reserve:

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

Synchronized Reserve Event:

“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled to provide
Synchronized Reserve in one or more specified Reserve Zones or Reserve Sub-zones, within ten
minutes, to increase the energy output or reduce load by the amount of assigned or
self-scheduled Synchronized Reserve capability.

Synchronized Reserve Requirement:

“Synchronized Reserve Requirement” shall mean the megawatts required to be maintained in a
Reserve Zone or Reserve Sub-zone as Synchronized Reserve, absent any increase to account for
additional reserves scheduled to address operational uncertainty. The Synchronized Reserve
Requirement is calculated in accordance with the PJM Manuals.

System Condition:
“System Condition” shall mean a specified condition on the Transmission Provider’s system or

on a neighboring system, such as a constrained transmission element or flowgate, that may
trigger Curtailment of Long-Term Firm Point-to-Point Transmission Service using the
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curtailment priority pursuant to Tariff, Part II, section 13.6. Such conditions must be identified
in the Transmission Customer’s Service Agreement.

System Energy Price:

“System Energy Price” shall mean the energy component of the Locational Marginal Price,
which is the price at which the Market Seller has offered to supply an additional increment of
energy from a resource, calculated as specified in Operating Agreement, Schedule 1, section 2
and the parallel provisions of Tariff, Attachment K-Appendix.

System Impact Study:

“System Impact Study” shall mean an assessment by the Transmission Provider of (i) the
adequacy of the Transmission System to accommodate a Completed Application, an
Interconnection Request or an Upgrade Request, (ii) whether any additional costs may be
incurred in order to provide such transmission service or to accommodate an Interconnection
Request, and (iii) with respect to an Interconnection Request, an estimated date that an
Interconnection Customer’s Customer Facility can be interconnected with the Transmission
System and an estimate of the Interconnection Customer’s cost responsibility for the
interconnection; and (iv) with respect to an Upgrade Request, the estimated cost of the requested
system upgrades or expansion, or of the cost of the system upgrades or expansion, necessary to
provide the requested incremental rights.

System Protection Facilities:

“System Protection Facilities” shall refer to the equipment required to protect (i) the
Transmission System, other delivery systems and/or other generating systems connected to the
Transmission System from faults or other electrical disturbance occurring at or on the Customer
Facility, and (ii) the Customer Facility from faults or other electrical system disturbance
occurring on the Transmission System or on other delivery systems and/or other generating
systems to which the Transmission System is directly or indirectly connected. System
Protection Facilities shall include such protective and regulating devices as are identified in the
Applicable Technical Requirements and Standards or that are required by Applicable Laws and
Regulations or other Applicable Standards, or as are otherwise necessary to protect personnel
and equipment and to minimize deleterious effects to the Transmission System arising from the

Customer Facility.
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A. Party Access:

1. No Member shall have a right hereunder to receive or review any documents, data or
other information of another Member, including documents, data or other information provided
to the Market Monitoring Unit, to the extent such documents, data or information have been
designated as confidential pursuant to the procedures adopted by the Market Monitoring Unit or
to the extent that they have been designated as confidential by such other Member; provided,
however, a Member may receive and review any composite documents, data and other
information that may be developed based on such confidential documents, data or information if
the composite does not disclose any individual Member’s confidential data or information.

2. Except as may be provided in this Appendix, the Plan, the PJM Operating Agreement or
in the PJM Tariff, the Market Monitoring Unit shall not disclose to PJM Members or to third
parties, any documents, data, or other information of a Member or entity applying for
Membership, to the extent such documents, data, or other information has been designated
confidential pursuant to the procedures adopted by the Market Monitoring Unit or by such
Member or entity applying for membership; provided that nothing contained herein shall prohibit
the Market Monitoring Unit from providing any such confidential information to its agents,
representatives, or contractors to the extent that such person or entity is bound by an obligation
to maintain such confidentiality.

The Market Monitoring Unit, its designated agents, representatives, and contractors shall
maintain as confidential the electronic tag (“‘e-Tag”) data of an e-Tag Author or Balancing
Authority (defined as those terms are used in FERC Order No. 771) to the same extent as
Member data under this Section I. Nothing contained herein shall prohibit the Market
Monitoring Unit from sharing with the market monitor of another Regional Transmission
Organization (“RTO”), Independent System Operator (“ISO”), upon their request, the e-Tags of
an e-Tag Author or Balancing Authority for intra-PJM Region transactions and interchange
transactions scheduled to flow into, out of or through the PJM Region, to the extent such market
monitor has requested such information as part of its investigation of possible market violations
or market design flaws, and to the extent that such market monitor is bound by a tariff provision
requiring that the e-Tag data be maintained as confidential, or in the absence of a tariff
requirement governing confidentiality, a written agreement with the Market Monitoring Unit
consistent with FERC Order No. 771, and any clarifying orders and implementing regulations.

The Market Monitoring Unit shall collect and use confidential information only in connection
with its authority under this Appendix, the Plan, the PJM Operating Agreement or in the PJM
Tariff and the retention of such information shall be in accordance with the Office of the
Interconnection’s data retention policies.

3. Nothing contained herein shall prevent the Market Monitoring Unit from releasing a
Member’s confidential data or information to a third party provided that the Member has
delivered to the Market Monitoring Unit specific, written authorization for such release setting
forth the data or information to be released, to whom such release is authorized, and the period of
time for which such release shall be authorized. The Market Monitoring Unit shall limit the
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release of a Member’s confidential data or information to that specific authorization received
from the Member. Nothing herein shall prohibit a Member from withdrawing such authorization
upon written notice to the Market Monitoring Unit, who shall cease such release as soon as
practicable after receipt of such withdrawal notice.

4. Reciprocal provisions to this Section I hereof, delineating the confidentiality
requirements of the Office of the Interconnection and PJM members, are set forth in Section
18.17 of the PJM Operating Agreement.

B. Required Disclosure:

1. Notwithstanding anything in the foregoing section to the contrary, and subject to the
provisions of Section 1.C below, if the Market Monitoring Unit is required by applicable law,
order, or in the course of administrative or judicial proceedings, to disclose to third parties,
information that is otherwise required to be maintained in confidence pursuant to the PJM Tariff,
PJM Operating Agreement, Attachment M or this Appendix, the Market Monitoring Unit may
make disclosure of such information; provided, however, that as soon as the Market Monitoring
Unit learns of the disclosure requirement and prior to making disclosure, the Market Monitoring
Unit shall notify the affected Member or Members of the requirement and the terms thereof and
the affected Member or Members may direct, at their sole discretion and cost, any challenge to or
defense against the disclosure requirement. The Market Monitoring Unit shall cooperate with
such affected Members to the maximum extent practicable to minimize the disclosure of the
information consistent with applicable law. The Market Monitoring Unit shall cooperate with the
affected Members to obtain proprietary or confidential treatment of such information by the
person to whom such information is disclosed prior to any such disclosure.

2. Nothing in this Section I shall prohibit or otherwise limit the Market Monitoring Unit’s
use of information covered herein if such information was: (i) previously known to the Market
Monitoring Unit without an obligation of confidentiality; (ii) independently developed by or for
the Office of the Interconnection and/or the PJIM Market Monitor using non-confidential
information; (iii) acquired by the Office of the Interconnection and/or the PJM Market Monitor
from a third party which is not, to the Office of the Market Monitoring Unit’s knowledge, under
an obligation of confidence with respect to such information; (iv) which is or becomes publicly
available other than through a manner inconsistent with this Section I.

3. The Market Monitoring Unit shall impose on any contractors retained to provide
technical support or otherwise to assist with the implementation of the Plan or this Appendix a
contractual duty of confidentiality consistent with the Plan or this Appendix. A Member shall not
be obligated to provide confidential or proprietary information to any contractor that does not
assume such a duty of confidentiality, and the Market Monitoring Unit shall not provide any
such information to any such contractor without the express written permission of the Member
providing the information.

C. Disclosure to FERC and CFTC:

1. Notwithstanding anything in this Section I to the contrary, if the FERC, the Commodity



Document Accession #: 20180109-5201 Filed Date: 01/09/2018

Futures Trading Commission (“CFTC”) or the staff of those commissions, during the course of
an investigation or otherwise, requests information from the Market Monitoring Unit that is
otherwise required to be maintained in confidence pursuant to the PJM Tariff, the PJM Operating
Agreement, the Plan or this Appendix, the Market Monitoring Unit shall provide the requested
information to the FERC, CFTC or their staff, within the time provided for in the request for
information. In providing the information to the FERC or its staff, the Market Monitoring Unit
may request, consistent with 18 C.F.R. §§ 1b.20 and 388.112, or to the CFTC or its staff, the
Market Monitoring Unit may request, consistent with 17 C.F.R. §§ 11.3 and 145.9, that the
information be treated as confidential and non-public by the respective commission and its staff
and that the information be withheld from public disclosure. The Market Monitoring Unit shall
promptly notify any affected Member(s) if the Market Monitoring Unit receives from the FERC,
CFTC or their staff, written notice that the commission has decided to release publicly or has
asked for comment on whether such commission should release publicly, confidential
information previously provided to a commission Market Monitoring Unit.

2. The foregoing Section 1.C.1 shall not apply to requests for production of information
under Subpart D of the FERC’s Rules of Practice and Procedure (18 CFR Part 385) in
proceedings before FERC and its administrative law judges. In all such proceedings, the Office
of the Interconnection and/or the Market Monitoring Unit shall follow the procedures in Section
I.B.

D. Disclosure to Authorized Commissions:

1. Notwithstanding anything in this Section I to the contrary, the Market Monitoring Unit
shall disclose confidential information, otherwise required to be maintained in confidence
pursuant to the PJM Tariff, the PJIM Operating Agreement, the Plan or this Appendix, to an
Authorized Commission under the following conditions:

(1) The Authorized Commission has provided the FERC with a properly executed
Certification in the form attached to the PJM Operating Agreement as Schedule 10A. Upon
receipt of the Authorized Commission’s Certification, the FERC shall provide public notice of
the Authorized Commission’s filing pursuant to 18 C.F.R. § 385.2009. If any interested party
disputes the accuracy and adequacy of the representations contained in the Authorized
Commission’s Certification, that party may file a protest with the FERC within 14 days of the
date of such notice, pursuant to 18 C.F.R. § 385.211. The Authorized Commission may file a
response to any such protest within seven days. Each party shall bear its own costs in connection
with such a protest proceeding. If there are material changes in law that affect the accuracy and
adequacy of the representations in the Certification filed with the FERC, the Authorized
Commission shall, within thirty (30) days, submit an amended Certification identifying such
changes. Any such amended Certification shall be subject to the same procedures for comment
and review by the FERC as set forth above in this paragraph.

(i)  Neither the Office of the Interconnection nor the Market Monitoring Unit may
disclose data to an Authorized Commission during the FERC’s consideration of the Certification
and any filed protests. If the FERC does not act upon an Authorized Commission’s Certification
within 90 days of the date of filing, the Certification shall be deemed approved and the
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Authorized Commission shall be permitted to receive confidential information pursuant to this
Section I. In the event that an interested party protests the Authorized Commission’s
Certification and the FERC approves the Certification, that party may not challenge any
Information Request made by the Authorized Commission on the grounds that the Authorized
Commission is unable to protect the confidentiality of the information requested, in the absence
of'a showing of changed circumstances.

(i)  Any confidential information provided to an Authorized Commission pursuant to

this Section I shall not be further disclosed by the recipient Authorized Commission except by
order of the FERC.

(iv)  The Market Monitoring Unit shall be expressly entitled to rely upon such
Authorized Commission Certifications in providing confidential information to the Authorized
Commission, and shall in no event be liable, or subject to damages or claims of any kind or
nature hereunder, due to the ineffectiveness or inaccuracy of such Authorized Commission
Certifications.

(v) The Authorized Commission may provide confidential information obtained from
the Market Monitoring Unit to such of its employees, attorneys and contractors as needed to
examine or handle that information in the course and scope of their work on behalf of the
Authorized Commission, provided that (a) the Authorized Commission has internal procedures
in place, pursuant to the Certification, to ensure that each person receiving such information
agrees to protect the confidentiality of such information (such employees, attorneys or
contractors to be defined hereinafter as “Authorized Persons”); (b) the Authorized Commission
provides, pursuant to the Certification, a list of such Authorized Persons to the Office of the
Interconnection and the Market Monitoring Unit and updates such list, as necessary, every ninety
(90) days; and (c) any third-party contractors provided access to confidential information sign a
nondisclosure agreement in the form attached to the PJM Operating Agreement as Schedule 10
before being provided access to any such confidential information.

2. The Market Monitoring Unit may, in the course of discussions with an Authorized
Person, orally disclose information otherwise required to be maintained in confidence, without
the need for a prior Information Request. Such oral disclosures shall provide enough information
to enable the Authorized Person or the Authorized Commission with which that Authorized
Person is associated to determine whether additional Information Requests are appropriate. The
Market Monitoring Unit will not make any written or electronic disclosures of confidential
information to the Authorized Person pursuant to this Section [.D.2. In any such discussions, the
Market Monitoring Unit shall ensure that the individual or individuals receiving such
confidential information are Authorized Persons as defined herein, orally designate confidential
information that is disclosed, and refrain from identifying any specific Affected Member whose
information is disclosed. The Market Monitoring Unit shall also be authorized to assist
Authorized Persons in interpreting confidential information that is disclosed. The Market
Monitoring Unit shall provide any Affected Member with oral notice of any oral disclosure
immediately, but not later than one (1) Business Day after the oral disclosure. Such oral notice to
the Affected Member shall include the substance of the oral disclosure, but shall not reveal any
confidential information of any other Member and must be received by the Affected Member



Document Accession #: 20180109-5201 Filed Date: 01/09/2018

before the name of the Affected Member is released to the Authorized Person; provided
however, disclosure of the identity of the Affected Party must be made to the Authorized
Commission with which the Authorized Person is associated within two (2) Business Days of the
initial oral disclosure.

3. As regards Information Requests:

(1) Information Requests to the Office of the Interconnection and/or Market
Monitoring Unit by an Authorized Commission shall be in writing, which shall include
electronic communications, addressed to the Market Monitoring Unit, and shall: (a) describe the
information sought in sufficient detail to allow a response to the Information Request; (b)
provide a general description of the purpose of the Information Request; (c) state the time period
for which confidential information is requested; and (d) re-affirm that only Authorized Persons
shall have access to the confidential information requested. The Market Monitoring Unit shall
provide an Affected Member with written notice, which shall include electronic communication,
of an Information Request by an Authorized Commission as soon as possible, but not later than
two (2) Business Days after the receipt of the Information Request.

(i) Subject to the provisions of Section 1.D.3(iii) below, the Market Monitoring Unit
shall supply confidential information to the Authorized Commission in response to any
Information Request within five (5) Business Days of the receipt of the Information Request, to
the extent that the requested confidential information can be made available within such period;
provided however, that in no event shall confidential information be released prior to the end of
the fourth (4th) Business Day without the express consent of the Affected Member. To the extent
that the Market Monitoring Unit cannot reasonably prepare and deliver the requested confidential
information within such five (5) day period, it shall, within such period, provide the Authorized
Commission with a written schedule for the provision of such remaining confidential
information. Upon providing confidential information to the Authorized Commission, the Market
Monitoring Unit shall either provide a copy of the confidential information to the Affected
Member(s), or provide a listing of the confidential information disclosed; provided, however,
that the Market Monitoring Unit shall not reveal any Member’s confidential information to any
other Member.

(i)  Notwithstanding Section 1.D.3(ii), above, should the Office of the
Interconnection, the Market Monitoring Unit or an Affected Member object to an Information
Request or any portion thereof, any of them may, within four (4) Business Days following the
Market Monitoring Unit’s receipt of the Information Request, request, in writing, a conference
with the Authorized Commission to resolve differences concerning the scope or timing of the
Information Request; provided, however, nothing herein shall require the Authorized
Commission to participate in any conference. Any party to the conference may seek assistance
from FERC staff in resolution of the dispute or terminate the conference process at any time.
Should such conference be refused or terminated by any participant or should such conference
not resolve the dispute, then the Office of the Interconnection, Market Monitoring Unit, or the
Affected Member may file a complaint with the FERC pursuant to Rule 206 objecting to the
Information Request within ten (10) Business Days following receipt of written notice from any
conference participant terminating such conference. Any complaints filed at the FERC objecting
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to a particular Information Request shall be designated by the party as a “fast track” complaint
and each party shall bear its own costs in connection with such FERC proceeding. The grounds
for such a complaint shall be limited to the following: (a) the Authorized Commission is no
longer able to preserve the confidentiality of the requested information due to changed
circumstances relating to the Authorized Commission’s ability to protect confidential
information arising since the filing of or rejection of a protest directed to the Authorized
Commission’s Certification; (b) complying with the Information Request would be unduly
burdensome to the complainant, and the complainant has made a good faith effort to negotiate
limitations in the scope of the requested information; or (c) other exceptional circumstances exist
such that complying with the Information Request would result in harm to the complainant.
There shall be a presumption that “exceptional circumstances,” as used in the prior sentence,
does not include circumstances in which an Authorized Commission has requested wholesale
market data (or Market Monitoring Unit workpapers that support or explain conclusions or
analyses) generated in the ordinary course and scope of the operations of the Market Monitoring
Unit. There shall be a presumption that circumstances in which an Authorized Commission has
requested personnel files, internal emails and internal company memos, analyses and related
work product constitute “exceptional circumstances” as used in the prior sentence. If no
complaint challenging the Information Request is filed within the ten (10) day period defined
above, the Office of the Interconnection and/or Market Monitoring Unit shall utilize its best
efforts to respond to the Information Request promptly. If a complaint is filed, and the
Commission does not act on that complaint within ninety (90) days, the complaint shall be
deemed denied and the Market Monitoring Unit shall use its best efforts to respond to the
Information Request promptly.

(iv)  Any Authorized Commission may initiate appropriate legal action at the FERC
within ten (10) Business Days following receipt of information designated as “Confidential,”
challenging such designation. Any complaints filed at FERC objecting to the designation of
information as “Confidential” shall be designated by the party as a “fast track” complaint and
each party shall bear its own costs in connection with such FERC proceeding. The party filing
such a complaint shall be required to prove that the material disclosed does not merit
“Confidential” status because it is publicly available from other sources or contains no trade
secret or other sensitive commercial information (with “publicly available” not being deemed to
include unauthorized disclosures of otherwise confidential data).

4. In the event of any breach of confidentiality of information disclosed pursuant to an
Information Request by an Authorized Commission or Authorized Person:

(1) The Authorized Commission or Authorized Person shall promptly notify the
Market Monitoring Unit, who shall, in turn, promptly notify any Affected Member of any
inadvertent or intentional release, or possible release, of confidential information provided
pursuant to this Section I.

(i1) The Office Market Monitoring Unit shall terminate the right of such Authorized
Commission to receive confidential information under this Section I upon written notice to such
Authorized Commission unless: (i) there was no harm or damage suffered by the Affected
Member; or (ii) similar good cause is shown. Any appeal of the Market Monitoring Unit’s
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actions under this Section I shall be to Commission. An Authorized Commission shall be entitled
to reestablish its certification as set forth in Section [.D.1 by submitting a filing with the
Commission showing that it has taken appropriate corrective action. If the Commission does not
act upon an Authorized Commission's recertification filing with sixty (60) days of the date of the
filing, the recertification shall be deemed approved and the Authorized Commission shall be
permitted to receive confidential information pursuant to this section.

(i) The Office of the Interconnection, the Market Monitoring Unit, and/or the
Affected Member shall have the right to seek and obtain at least the following types of relief: (a)
an order from the FERC requiring any breach to cease and preventing any future breaches; (b)
temporary, preliminary, and/or permanent injunctive relief with respect to any breach; and (c) the
immediate return of all confidential information to the Market Monitoring Unit.

(iv)  No Authorized Person or Authorized Commission shall have responsibility or
liability whatsoever under this section for any and all liabilities, losses, damages, demands, fines,
monetary judgments, penalties, costs and expenses caused by, resulting from, or arising out of or
in connection with the release of confidential information to persons not authorized to receive it,
provided that such Authorized Person is an agent, servant, employee or member of an
Authorized Commission at the time of such unauthorized release. Nothing in this Section
[.D.4(iv) is intended to limit the liability of any person who is not an agent, servant, employee or
member of an Authorized Commission at the time of such unauthorized release for any and all
economic losses, damages, demands, fines, monetary judgments, penalties, costs and expenses
caused by, resulting from, or arising out of or in connection with such unauthorized release.

(v) Any dispute or conflict requesting the relief in Section 1.D.4(ii) or [.D.4(iii)(a)
above, shall be submitted to the FERC for hearing and resolution. Any dispute or conflict
requesting the relief in Section [.D.4(iii)(c) above may be submitted to FERC or any court of
competent jurisdiction for hearing and resolution.

E. Market Monitoring:

1. Subject to the requirements of Section E.2, the Market Monitoring Unit may release
confidential information of Public Service Electric & Gas Company (“PSE&G”), Consolidated
Edison Company of New York (“ConEd”), and their affiliates, and the confidential information
of any Member regarding generation and/or transmission facilities located within the PSE&G
Zone to the New York Independent System Operator, Inc. (“New York ISO”), the market
monitoring unit of New York ISO and the New York ISO Market Advisor to the limited extent
that the Office of the Interconnection or the Market Monitoring Unit determines necessary to
carry out the responsibilities of PJIM, New York ISO or the market monitoring units of the Office
of the Interconnection and the New York ISO under FERC Opinion No. 476 (see Consolidated
Edison Company v. Public Service Electric and Gas Company, et al., 108 FERC q 61,120, at P
215 (2004)) to conduct joint investigations to ensure that gaming, abuse of market power, or
similar activities do not take place with regard to power transfers under the contracts that are the
subject of FERC Opinion No. 476.

2. The Market Monitoring Unit may release a Member’s confidential information pursuant
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to Section I.E.1 to the New York ISO, the market monitoring unit of the New York ISO and the
New York ISO Market Advisor only if the New York ISO, the market monitoring unit of the
New York ISO and the New York ISO Market Advisor are subject to obligations limiting the
disclosure of such information that are equivalent to or greater than the limitations on disclosure
specified in this Section L.E. Information received from the New York ISO, the market
monitoring unit of the New York ISO, or the New York ISO Market Advisor under Section I.E.1
that is designated as confidential shall be protected from disclosure in accordance with this
Section L.E.

II. DEVELOPMENT OF INPUTS FOR PROSPECTIVE MITIGATION

A. Offer Price Caps:

1. The Market Monitor or his designee shall advise the Office of the Interconnection
whether it believes that the cost references, methods and rules included in the Cost Development
Guidelines are accurate and appropriate, as specified in the PJIM Manuals.

2. The Market Monitoring Unit shall review the incremental costs (defined in Section 6.4.2
of Schedule 1of the Operating Agreement) included in the Offer Price Cap of a generating unit in
order to ensure that the Market Seller has correctly applied the Cost Development Guidelines,
including its PJM-approved Fuel Cost Policy, and that the level of the Offer Price Cap is
otherwise acceptable. The Market Monitoring Unit shall inform PJM if it believes a Market
Seller has submitted a cost-based offer that is not compliant with these criteria and whether it
recommends that PJM assess the applicable penalty therefor, pursuant to Schedule 2 of the
Operating Agreement.

3. On or before the 21st day of each month, the Market Monitoring Unit shall calculate in
accordance with the applicable criteria whether each generating unit with an offer cap calculated
under Section 6.4.2 of Schedule 1 of the Operating Agreement is eligible to include an adder
based on Frequently Mitigated Unit or Associated Unit status, and shall issue a written notice of
the applicable adder, with a copy to the Office of the Interconnection, to the Market Seller for
each unit that meets the criteria for Frequently Mitigated Unit or Associated Unit status.

4. Notwithstanding the number of jointly pivotal suppliers in any hour, if the Market
Monitoring Unit determines that a reasonable level of competition will not exist based on an
evaluation of all facts and circumstances, it may propose to the Commission the removal of
offer-capping suspensions otherwise authorized by Section 6.4 of Schedule 1 of the Operating
Agreement. Such proposals shall take effect upon Commission acceptance of the Market
Monitoring Unit’s filing.

5. The Market Monitoring Unit shall review all Fuel Cost Policies submitted by Market
Sellers for market power concerns. The Market Monitoring Unit shall communicate its

determination regarding these criteria to PJM and the Market Seller pursuant to the process
further described in PJM Manual 15.

B. Minimum Generator Operating Parameters:
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1. For the 2014/2015 through 2017/2018 Delivery Years, the Market Monitoring Unit shall
provide to the Office of the Interconnection a table of default unit class specific parameter limits
to be known as the “Parameter Limited Schedule Matrix” to be included in Section 6.6(c) of
Schedule 1 of the Operating Agreement. The Parameter Limited Schedule Matrix shall include
default values on a unit-type basis as specified in Section 6.6(c). The Market Monitoring Unit
shall review the Parameter Limited Schedule Matrix annually, and, in the event it determines that
revision is appropriate, shall provide a revised matrix to the Office of the Interconnection by no
later than December 31 prior to the annual enrollment period.

2. The Market Monitoring Unit shall notify Market Sellers of generating units and the
Office of the Interconnection no later than April 1 of its determination of market power concerns
raised regarding each request for a period exception or persistent exception to a value specified
in the Parameter Limited Schedule Matrix or the parameters defined in Section 6.6 of Schedule 1
of the Operating Agreement and the PJM Manuals, provided that the Market Monitoring Unit
receives such request by no later than February 28.

If, prior to the scheduled termination date, a Market Seller submits a request to modify a
temporary exception, the Market Monitoring Unit shall review such request using the same
standard utilized to evaluate period exception and persistent exception requests, and shall
provide its determination of whether the request raises market power concerns, and, if so, any
modifications that would alleviate those concerns, to the Market Seller, with a copy to Office of
the Interconnection, by no later than 15 Business Days from the date of the modification request.

3. When a Market Seller notifies the Market Monitoring Unit of a material change to the
facts relied upon by the Market Monitoring Unit and/or the Office of the Interconnection to
support a parameter limited schedule period or persistent exception, the Market Monitoring Unit
shall make a determination, and provide written notification to the Office of the Interconnection
and the Market Seller, of any change to its determination regarding the exemption request, based
on the material change in facts, by no later than 15 Business Days after receipt of such notice.

4. The Market Monitoring Unit shall notify the Office of the Interconnection of any risk
premium to which it and a Market Seller owning or operating nuclear generation resource agree
or its determination if agreement is not obtained. If a Market Seller submits a risk premium for
its nuclear generation resource that is inconsistent with its agreement or inconsistent with the
Market Monitoring Unit’s determination regarding such risk premium, the Market Monitoring
Unit may exercise its powers to inform Commission staff of its concerns pursuant to Attachment
M.

C. RPM Must-Offer Requirement:

1. The Market Monitoring Unit shall maintain, post on its website and provide to the Office
of the Interconnection prior to each RPM Auction (updated, as necessary, on at least a quarterly
basis), a list of Existing Generation Capacity Resources located in the PJM Region that are
subject to the RPM must-offer requirement set forth in Section 6.6 of Attachment DD.
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2. The Market Monitoring Unit shall evaluate requests submitted by Capacity Market
Sellers for a determination that a Generation Capacity Resource, or any portion thereof, be
removed from Capacity Resource status or exempted from status as a Generation Capacity
Resource subject to Section II.C.1 above and inform both the Capacity Market Seller and the
Office of the Interconnection of such determination in writing by no later ninety (90) days prior
to the commencement of the offer period for the applicable RPM Auction. A Generation
Capacity Resource located in the PJM Region shall not be removed from Capacity Resource
status to the extent the resource is committed to service of PJM loads as a result of an RPM
Auction, FRR Capacity Plan, Locational UCAP transaction and/or by designation as a
replacement resource under this Attachment DD.

3. The Market Monitoring Unit shall evaluate the data and documentation provided to it by
a potential Capacity Market Seller to establish the EFORd to be included in a Sell Offer
applicable to each resource pursuant to Section 6.6(b) of Attachment DD. If a Capacity Market
Seller timely submits a request for an alternative maximum level of EFORd that may be used in
a Sell Offer for RPM Auctions held prior to the date on which the final EFORds used for a
Delivery Year are posted, the Market Monitoring Unit shall attempt to reach agreement with the
Capacity Market Seller on the alternate maximum level of the EFORd by no later than ninety
(90) days prior to the commencement of the offer period for the Base Residual Auction for the
applicable Delivery Year. By no later than ninety (90) days prior to the commencement of the
offer period for the Base Residual Auction for the applicable Delivery Year, the Market
Monitoring Unit shall notify the Office of the Interconnection in writing, notifying the Capacity
Market Seller by copy of the same, of any alternative maximum EFORJ to which it and the
Capacity Market Seller agree or its determination of the alternative maximum EFORAJ if
agreement is not obtained.

4. The Market Monitoring Unit shall consider the documentation provided to it by a
potential Capacity Market Seller pursuant to Section 6.6 of Attachment DD, and determine
whether a resource owned or controlled by such Capacity Market Seller meets the criteria to
qualify for an exception to the RPM must-offer requirement because the resource (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. The Market Monitoring Unit shall notify the Capacity
Market Seller and the Office of the Interconnection of its determination by no later than ninety
(90) days prior to the commencement of the offer period for the applicable RPM Auction.

In order to establish that a resource is reasonably expected to be physically unable to participate
in the relevant auction as set forth in (i) above, the Capacity Market Seller must demonstrate
that:

A. It has a documented plan in place to retire the resource prior to or during the
Delivery Year, and has submitted a notice of Deactivation to the Office of the Interconnection
consistent with Section 113.1 of the PJM Tariff, without regard to whether the Office of the
Interconnection has requested the Capacity Market Seller to continue to operate the resource
beyond its desired deactivation date in accordance with Section 113.2 of the PJM Tariff for the
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purpose of maintaining the reliability of the PJIM Transmission System and the Capacity Market
Seller has agreed to do so;

B. Significant physical operational restrictions cause long term or permanent
changes to the installed capacity value of the resource, or the resource is under major repair that
will extend into the applicable Delivery Year, that will result in the imposition of RPM
performance penalties pursuant to Attachment DD of the PJM Tariff;

C. The Capacity Market Seller is involved in an ongoing regulatory proceeding (e.g.
— regarding potential environmental restrictions) specific to the resource and has received an
order, decision, final rule, opinion or other final directive from the regulatory authority that will
result in the retirement of the resource; or,

D. A resource considered an Existing Generating Capacity Resource because it
cleared an RPM Auction for a Delivery Year prior to the Delivery Year of the relevant auction,
but which is not yet in service, is unable to achieve full commercial operation prior to the
Delivery Year of the relevant auction. The Capacity Market Seller must submit to the Office of
the Interconnection and the Market Monitoring Unit a written sworn, notarized statement of a
corporate officer certifying that the resource will not be in full commercial operation prior to the
referenced Delivery Year.

5. If a Capacity Market Seller submits for the portion of a Generation Capacity Resource
that it owns or controls, and the Office of Interconnection accepts, a Sell Offer (i) at a level of
installed capacity that the Market Monitoring Unit believes is inconsistent with the level
established under Section 5.6.6 of Attachment DD of the PJM Tariff, (ii) at a level of installed
capacity inconsistent with its determination of eligibility for an exception listed in Section I1.C.4
above, or (iil) a maximum EFORJ that the Market Monitoring Unit believes is inconsistent with
the maximum level determined under Section II.C.3 of this Appendix, the Market Monitoring
Unit may exercise its powers to inform Commission staff of its concerns and/or request a
determination from the Commission that would require the Generation Capacity Resource to
submit a new or revised Sell Offer, notwithstanding any determination to the contrary made
under Section 6.6 of Attachment DD.

The Market Monitoring Unit shall also consider the documentation provided by the
Capacity Market Seller pursuant to Section 6.6 of Attachment DD, for generation resources for
which the Office of the Interconnection has not approved an exception to the RPM must-offer
requirement as set forth in Section 6.6(g) of Attachment DD, to determine whether the Capacity
Market Seller’s failure to offer part or all of one or more generation resources into an RPM
Auction would result in an increase of greater than five percent in any Zonal Capacity Price
determined through such auction as required by Section 6.6(i) of Attachment DD, and shall
inform both the Capacity Market Seller and the Office of the Interconnection of its determination
by no later than two (2) Business Days after the close of the offer period for the applicable RPM
Auction.

D. Unit Specific Minimum Sell Offers:
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1. If a Capacity Market Seller timely submits an exception request under Section 5.14(h) of
Attachment DD, with all of the required supporting documentation as, the Market Monitoring
Unit shall review the request and documentation and shall provide in writing to the Capacity
Market Seller and the Office of the Interconnection by no later than ninety (90) days prior the
commencement of the offer period for the RPM Auction in which it seeks to submit its Sell Offer
(a) its determination whether the level of the proposed Sell Offer raises market power concerns,
and (b) if so it shall calculate and provide to such Capacity Market Seller a minimum Sell offer
Based on the data and documentation received.

2. All data submitted to the Office of the Interconnection or the Market Monitoring Unit by
a Market Participant is subject to verification by the Market Monitoring Unit.

E. Market Seller Offer Caps:

1. Based on the data and calculations submitted by the Capacity Market Sellers for each
Existing Generation Capacity Resource and the formulas specified in Section 6.7(d) of
Attachment DD, the Market Monitoring Unit shall calculate the Market Seller Offer Cap for each
such resource and provide it to the Capacity Market Seller and the Office of the Interconnection
by no later than ninety (90) days before the commencement of the offer period for the applicable
RPM Auction.

2. The Market Monitoring Unit must attempt to reach agreement with the Capacity Market
Seller on the appropriate level of the Market Seller Offer Cap by no later than ninety (90) days
prior to the commencement of the offer period for the applicable RPM Auction. If such
agreement cannot be reached, then the Market Monitoring Unit shall inform the Capacity Market
Seller and the Office of the Interconnection of its determination of the appropriate level of the
Market Seller Offer Cap by no later than ninety (90) days prior to the commencement of the
offer period for the applicable RPM Auction, and the Market Monitoring Unit may pursue any
action available to it under Attachment M.

3. 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 Commission for its approval. This provision is duplicated in Section 6.4(a) of Attachment
DD.

F. Mitigation of Offers from Planned Generation Capacity Resources:

Pursuant to Section 6.5 of Attachment DD, the Market Monitoring Unit shall evaluate Sell Offers
for Planned Generation Capacity Resources to determine whether market power mitigation
should be applied and notify in writing each Capacity Market Seller whose Sell Offer has been
determined to be non-competitive and subject to mitigation, with a copy to the Office of the
Interconnection, by no later than one (1) Business Day after the close of the offer period for the
applicable RPM Auction.
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G. Data Submission:

Pursuant to Section 6.7 of Attachment DD, the Market Monitoring Unit may request additional
information 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. All data submitted to the
Office of the Interconnection or the Market Monitoring Unit by a Market Participant is subject to
verification by the Market Monitoring Unit.

H. Determination of Default Avoidable Cost Rates:

1. The Market Monitoring Unit shall conduct an annual review of the table of default
Avoidable Cost Rates included in Section 6.7(c) of Attachment DD and calculated on the bases
set forth therein, and determine whether the values included therein need to be updated. If the
Market Monitoring Unit determines that the Avoidable Cost Rates need to be updated, it shall
provide to the Office of the Interconnection updated values or notice of its determination that
updated values are not needed by no later than September 30" of each year.

2. The Market Monitoring Unit shall indicate in its posted reports on RPM performance the
number of Generation Capacity Resources and megawatts per LDA that use the retirement
default Avoidable Cost Rates.

3. If a Capacity Market Seller does not elect to use a default Avoidable Cost Rate and has
timely provided to the Market Monitoring Unit its request to apply a unit-specific Avoidable
Cost Rate, along with the data described in Section 6.7 of Attachment DD, the Market
Monitoring Unit shall calculate the Avoidable Cost Rate and provide a unit-specific value to the
Capacity Market Seller for each such resource, and notify the Capacity Market Seller and the
Office of the Interconnection in writing by no later than ninety (90) days prior to the
commencement of the offer period for the applicable RPM Auction whether it agrees that the
unit-specific Avoidable Cost Rate is acceptable. The Capacity Market Seller and Office of the
Interconnection’s deadlines relating to the submittal and acceptance of a request for a
unit-specific Avoidable Cost Rate are delineated in section 6.7(d) of Attachment DD.

| Determination of PJM Market Revenues:

The Market Monitoring Unit shall calculate the Projected PJIM Market Revenues for any
Generation Capacity Resource to which the Avoidable Cost Rate is applied pursuant to Section
6.8(d) of Attachment DD, and notify the Capacity Market Seller and the Office of the
Interconnection of its determination in writing by no later than ninety (90) days prior to the
commencement of the offer period for the applicable RPM Auction.

J. Determination of Opportunity Costs:

The Market Monitoring Unit shall review and verify the documentation of prices available to
Existing Generation Capacity Resources in markets external to PJM and proposed for inclusion
in Opportunity Costs pursuant to Section 6.7(d)(ii) of Attachment DD. The Market Monitoring
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Unit shall notify, in writing, such Generation Capacity Resource and the Office of the
Interconnection if it is dissatisfied with the documentation provided and whether it objects to the
inclusion of such Opportunity Costs in a Market Seller Offer by no later than ninety (90) days
prior to the commencement of the offer period for the applicable RPM Auction. If such
Generation Capacity Resource submits a Market Seller Offer that includes Opportunity Costs
that have not been documented and verified to the Market Monitoring Unit’s satisfaction, then
the Market Monitoring Unit may exercise its powers to inform Commission staff of its concerns
and request a determination that would require the Generation Capacity Resource to remove
them.

III. BLACKSTART SERVICE

A. Upon the submission by a Black Start Unit owner of a request for Black Start Service
revenue requirements and changes to the Black Start Service revenue requirements for the Black
Start Unit, the Black Start Unit owner and the Market Monitoring Unit shall attempt to agree to
values on the level of each component included in the Black Start Service revenue requirements
by no later than May 14 of each year. The Market Monitoring Unit shall calculate the revenue
requirement for each Black Start Unit and provide its calculation to the Office of the
Interconnection by no later than May 14 of each year.

B. Pursuant to the terms of Schedule 6A of the PJM Tariff and the PJM Manuals, the Market
Monitoring Unit will analyze any requested generator black start cost changes on an annual basis
and shall notify the Office of the Interconnection of any costs to which it and the Black Start
Unit owner have agreed or the Market Monitoring Unit’s determination regarding any cost
components to which agreement has not been obtained. If a Black Start Unit owner includes a
cost component inconsistent with its agreement or inconsistent with the Market Monitoring
Unit’s determination regarding such cost component, and the Office of the Interconnection
accepts the Black Start Service revenue requirements submitted by the Black Start Unit owner,
the Market Monitoring Unit may exercise its powers to inform Commission staff of its concerns
and request a determination that would require the Black Start Service generator to utilize the
values determined by the Market Monitoring Unit or the Office of the Interconnection or such
other values as determined by the Commission.

IV. DEACTIVATION RATES

1. Upon receipt of a notice to deactivate a generating unit under Part V of the PJM Tariff
from the Office of the Interconnection forwarded pursuant to Section 113.1 of the PJM Tariff,
the Market Monitoring Unit shall analyze the effects of the proposed deactivation with regard to
potential market power issues and shall notify the Office of the Interconnection and the generator
owner (of, if applicable, its designated agent) within 30 days of the deactivation request if a
market power issue has been identified. Such notice shall include the specific market power
impact resulting from the proposed deactivation of the generating unit, as well as an initial
assessment of any steps that could be taken to mitigate the market power impact.

2. The Market Monitoring Unit and the generating unit owner shall attempt to come to
agreement on the level of each component included in the Deactivation Avoidable Cost Credit.
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In the case of cost of service filing submitted to the Commission in alternative to the
Deactivation Cost Credit, the Market Monitoring Unit shall indicate to the generating unit owner
in advance of filing its views regarding the proposed method or cost components of recovery.
The Market Monitoring Unit shall notify the Office of the Interconnection of any costs to which
it and the generating unit owner have agreed or the Market Monitoring Unit’s determination
regarding any cost components to which agreement has not been obtained. If a generating unit
owner includes a cost component inconsistent with its agreement or inconsistent with the Market
Monitoring Unit’s determination regarding such cost components, the Market Monitoring Unit
may exercise its powers to inform Commission staff of its concerns and seek a determination that
would require the Generating unit to include an appropriate cost component. This provision is
duplicated in Sections 114 and 119 of Part V of the PJM Tariff.

V. OPPORTUNITY COST CALCULATION

The Market Monitoring Unit shall review requests for opportunity cost compensation under
Sections 3.2.3(f-3) and 3.2.3B(h) of Schedule 1 of the Operating Agreement, discuss with the
Office of the Interconnection and individual Market Sellers the amount of compensation, and file
exercise its powers to inform Commission staff of its concerns and request a determination of
compensation as provided by such sections. These requirements are duplicated in Sections
3.2.3(f-3) and 3.2.3B(h) of Schedule 1 of the Operating Agreement.

VI. FTR FORFEITURE RULE

The Market Monitoring Unit shall calculate Transmission Congestion Credits as required under
Section 5.2.1(b) of Schedule 1 of the Operating Agreement, including the determination of the
identity of the Effective FTR Holder and an evaluation of the overall benefits accrued by an
entity or affiliated entities trading in FTRs and Virtual Transactions in the Day-ahead Energy
Market, and provide such calculations to the Office of the Interconnection. Nothing in this
section shall preclude the Market Monitoring Unit from action to recover inappropriate benefits
from the subject activity if the amount forfeited is less than the benefit derived by the Effective
FTR Holder. If the Office of the Interconnection imposes a forfeiture of the Transmission
Congestion Credit in an amount that the Market Monitoring Unit disagrees with, then it may
exercise its powers to inform Commission staff of its concerns and request an adjustment.

VII. FORCED OUTAGE RULE

1. The Market Monitoring Unit shall observe offers submitted in the Day-ahead Energy
Market to determine whether all or part of a generating unit’s capacity (MW) is designated as
Maximum Emergency and (i) such offer in the Real-time Energy Market designates a smaller
amount of capacity from that unit as Maximum Emergency for the same time period, and (ii)
there is no physical reason to designate a larger amount of capacity as Maximum Emergency in
the offer in the Day-ahead Energy Market than in the Real-time Energy Market, the Market
Monitoring Unit shall notify the Office of Interconnection.

2. If the Market Monitoring Unit observes that (i) an offer submitted in the Day-ahead
Energy market designates all or part of capacity (MW) of a Generating unit as economic
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maximum that is less than the economic maximum designated in the offer in the Real-time
Energy Market, and (ii) there is no physical reason to designate a lower economic maximum in
the offer in the Day-ahead Energy Market than in the offer in the Real-time Energy Market, the
Market Monitoring Unit shall notify the Office of Interconnection.

VIII. DATA COLLECTION AND VERIFICATION

The Market Monitoring Unit shall gather and keep confidential detailed data on the procurement
and usage of fuel to produce electric power transmitted in the PJM Region in order to assist the
performance of its duties under Attachment M. To achieve this objective, the Market Monitoring
Unit shall maintain on its website a mechanism that allows Members to conveniently and
confidentially submit such data and develop a manual in consultation with stakeholders that
describes the nature of and procedure for collecting data. Members of PJM owning a Generating
unit that is located in the PJM Region (including Dynamic Transfer units), or is included in a
PJM Black Start Service plan, committed as a Generation Capacity Resource for the current or
future Delivery Year, or otherwise subject to a commitment to provide service to PJM, shall

provide data to the Market Monitoring Unit.
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5.11 Posting of Information Relevant to the RPM Auctions

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

1) The Preliminary PJM Region Peak Load Forecast (for the PJM Region,
and allocated to each Zone);

i) The PJM Region Installed Reserve Margin, the Pool-wide average
EFORJ, the Forecast Pool Requirement, and all applicable Capacity Import Limits;

iii) For the Delivery Years through May 31, 2018, the Demand Resource
Factor;

v) The PJM Region Reliability Requirement, and the Variable Resource
Requirement Curve for the PJM Region, including the details of any adjustments to account for
Price Responsive Demand and any associated PRD Reservation Prices;

V) The Locational Deliverability Area Reliability Requirement and the
Variable Resource Requirement Curve for each Locational Deliverability Area for which a
separate Variable Resource Requirement Curve has been established for such Base Residual
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Auction, including the details of any adjustments to account for Price Responsive Demand and
any associated PRD Reservation Prices, and the CETO and CETL values for all Locational
Deliverability Areas;

vi) For the Delivery Years starting June 1, 2014 and ending May 31, 2017, the
Minimum Annual Resource Requirement and the Minimum Extended Summer Resource
Requirement for the PIM Region and for each Locational Deliverability Area for which PJM is
required under section 5.10(a) of this Attachment DD to establish a separate VRR Curve for such
Delivery Year; and for the 2017/2018 Delivery Year , the Limited Resource Constraints and the
Sub-Annual Resource Constraints for the PJM Region and for each Locational Deliverability
Area for which PJM is required under section 5.10(a) of this Attachment DD to establish a
separate VRR Curve for such Delivery Year. For the 2018/2019 and 2019/2020 Delivery Years,
the Office of the Interconnection shall establish the Base Capacity Demand Resource Constraints
and the Base Capacity Resource Constraints for the PJM Region and for each Locational
Deliverability Area for which the Office of the Interconnection is required under section 5.10(a)
of this Attachment DD to establish a separate VRR Curve for such Delivery Year;

vii)  Any Transmission Upgrades that are expected to be in service for such
Delivery Year, provided that a Transmission Upgrade that is Backbone Transmission satisfies
the project development milestones set forth in section 5.11A;

viii)  The bidding window time schedule for each auction to be conducted for
such Delivery Year; and

ix) 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
Locational Deliverability Area for which a separate Variable Resource Requirement Curve has
been established for such Base Residual Auction.

b) The information listed in (a) will be posted and applicable for the First, Second,
Third, and Conditional Incremental Auctions for such Delivery Year, except to the extent
updated or adjusted as required by other provisions of this Tariff.

C) In accordance with the schedule provided in the PIM Manuals, PJM will post the
Final PJM Region Peak Load Forecast and the allocation to each zone of the obligation resulting
from such final forecast, following the completion of the final Incremental Auction (including
any Conditional Incremental Auction) conducted 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 Incremental Auction for such Delivery
Year.

e) After conducting the Reliability Pricing Model Auctions, PJM will post the results
of each auction as soon thereafter as possible, including any adjustments to PJM Region or LDA
Reliability Requirements to reflect Price Responsive Demand with a PRD Reservation Price
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equal to or less than the applicable Base Residual Auction clearing price. The posted results
shall include graphical supply curves that are (a) provided for the entire PJM Region, (b)
provided for any Locational Deliverability Area for which there are four (4) or more suppliers,
and (c) developed using a formulaic approach to smooth the curves using a statistical technique
that fits a smooth curve to the underlying supply curve data while ensuring that the point of
intersection between supply and demand curves is at the market clearing price.

If PIM discovers an error in the initial posting of auction results for a particular Reliability
Pricing Model Auction, it shall notify Market Participants of the error as soon as possible after it
is found, but in no event later than 5:00 p.m. of the fifth Business Day following the initial
publication of the results of the auction. After this initial notification, if PJM determines it is
necessary to post modified results, it shall provide notification of its intent to do so, together with
all available supporting documentation, by no later than 5:00 p.m. of the seventh Business Day
following the initial publication of the results of the auction. Thereafter, PJM must post on its
Web site any corrected auction results by no later than 5:00 p.m. of the tenth Business Day
following the initial publication of the results of the auction. Should any of the above deadlines
pass without the associated action on the part of the Office of the Interconnection, the originally
posted results will be considered final. Notwithstanding the foregoing, the deadlines set forth
above shall not apply if the referenced auction results are under publicly noticed review by the
FERC.

Record Content Description, Tariff Record Title, Record Version Number, Option Code:
OATT ATT DD.5.14, OATT ATTACHMENT DD.5.14 Clearing Prices and Charges, 24.0.0, A
Record Narative Name: OATT ATTACHMENT DD.5.14 Clearing Prices and Charges

Tariff Record ID: 1158

Tariff Record Collation Value: 668906202 Tariff Record Parent Identifier: 1142

Proposed Date: 2017-12-08

Priority Order: 500

Record Change Type: CHANGE

Record Content Type: 1

Associated Filing Identifier:

5.14 Clearing Prices and Charges
a) Capacity Resource Clearing Prices

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall
calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in
such auction. The Capacity Resource Clearing Price for each LDA will be the marginal value of
system capacity for the PIM Region, without considering locational constraints, adjusted as
necessary by any applicable Locational Price Adders, Annual Resource Price Adders, Extended
Summer Resource Price Adders, Limited Resource Price Decrements, Sub-Annual Resource
Price Decrements, Base Capacity Demand Resource Price Decrements, and Base Capacity
Resource Price Decrements, all as determined by the Office of the Interconnection based on the
optimization algorithm. If a Capacity Resource is located in more than one Locational
Deliverability Area, it shall be paid the highest Locational Price Adder in any applicable LDA in
which the Sell Offer for such Capacity Resource cleared. The Annual Resource Price Adder is
applicable for Annual Resources only. The Extended Summer Resource Price Adder is
applicable for Annual Resources and Extended Summer Demand Resources.
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The Locational Price Adder applicable to each cleared Seasonal Capacity Performance Resource
is determined during the post-processing of the RPM Auction results consistent with the manner
in which the auction clearing algorithm recognizes the contribution of Seasonal Capacity
Performance Resource Sell Offers in satisfying an LDA’s reliability requirement. For each
LDA with a positive Locational Price Adder with respect to the immediate higher level LDA,
starting with the lowest level constrained LDAs and moving up, PJM determines the quantity of
equally matched Summer-Period Capacity Performance Resources and Winter-Period Capacity
Performance Resources located and cleared within that LDA. Up to this quantity, the cleared
Summer-Period Capacity Performance Resources and Winter-Period Capacity Performance
Resources with the lowest Sell Offer prices will be compensated using the highest Locational
Price Adder applicable to such LDA; and any remaining Seasonal Capacity Performance
Resources cleared within the LDA are effectively moved to the next higher level constrained
LDA, where they are considered in a similar manner for compensation.

b) Resource Make-Whole Payments

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear 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 Offer shall set the marginal value of system capacity.
In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to
the Capacity Resource Clearing Price in such auction times the difference between the Sell
Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity. Ifthe Sell
Offer price of a cleared Seasonal Capacity Performance Resource exceeds the applicable
Capacity Resource Clearing Price, the Capacity Market Seller shall receive a Resource
Make-Whole Payment equal to the difference between the Sell Offer price and Capacity
Resource Clearing Price in such RPM Auction. The cost for any such Resource Make-Whole
Payments required in a Base Residual Auction or Incremental Auction for adjustment of prior
capacity commitments 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 an Incremental Auction for capacity replacement
shall be collected from all Capacity Market Buyers in the LDA in which such payments were
made, on a pro-rata basis based on the MWs purchased in such auction.

C) New Entry Price Adjustment

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

1. Such Capacity Market Seller 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 eligible to be considered a Planned Generation Capacity Resource. When the
Capacity Market Seller provides notice of such election, it must specify whether its Sell Offer is
contingent upon qualifying for the New Entry Price Adjustment. The Office of the
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Interconnection shall not clear such contingent Sell Offer if it does not qualify for the New Entry
Price Adjustment.

2. All or any part of a Sell Offer from the Planned Generation Capacity
Resource submitted in accordance with section 5.14(c)(1) is the marginal Sell Offer that sets the
Capacity Resource Clearing Price for the LDA.

3. Acceptance of all or any part of a Sell Offer that meets the conditions in
section 5.14(c)(1)-(2) in the BRA increases the total Unforced Capacity committed in the BRA
(including any minimum block quantity) for the LDA in which such Resource will be located
from a megawatt quantity below the LDA Reliability Requirement, minus the Short Term
Resource Procurement Target, to a megawatt quantity at or above a megawatt quantity at the
price-quantity point on the VRR Curve at which the price is 0.40 times the applicable Net CONE
divided by (one minus the pool-wide average EFORA).

4. 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 committed in the first BRA under section 5.14(c)(1)-(2) equal to the lesser of:
A) the price in such seller’s Sell Offer for the BRA in which such resource qualified as a Planned
Generation Capacity Resource that satisfies the conditions in section 5.14(c)(1)-(3); or B) 0.90
times the Net CONE applicable in the first BRA in which such Planned Generation Capacity
Resource meeting the conditions in section 5.14(c)(1)-(3) cleared, on an Unforced Capacity
basis, for such LDA.

5. If the Sell Offer is submitted consistent with section 5.14(c)(1)-(4) the
foregoing conditions, then:

(1) in the first Delivery Year, the Resource sets the Capacity Resource
Clearing Price for the LDA and all cleared resources in the LDA receive
the Capacity Resource Clearing Price set by the Sell Offer as the marginal
offer, in accordance with sections 5.12(a) and 5.14(a).

(i) in either of the subsequent two BRAs, if any part of the Sell Offer from
the Resource clears, it shall receive the Capacity Resource Clearing Price
for such LDA for its cleared capacity and for any additional minimum
block quantity pursuant to section 5.14(b); or

(i)  if the Resource does not clear, it shall be deemed resubmitted at the
highest price per MW-day at which the megawatt quantity of Unforced
Capacity of such Resource that cleared the first-year BRA will clear the
subsequent-year BRA pursuant to the optimization algorithm described in
section 5.12(a) of this Attachment, and

(iv)  the resource with its Sell Offer submitted shall clear and shall be
committed to the PJM Region in the amount cleared, plus any additional
minimum-block quantity from its Sell Offer for such Delivery Year, but
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such additional amount shall be no greater than the portion of a
minimum-block quantity, if any, from its first-year Sell Offer satisfying
section 5.14(c)(1)-(3) that is entitled to compensation pursuant to section
5.14(b) of this Attachment; and

(v) the Capacity Resource Clearing Price, and the resources cleared, shall be
re-determined to reflect the resubmitted Sell Offer. In such case, the
Resource for which the Sell Offer is submitted pursuant to section
5.14(c)(1)-(4) shall be paid for the entire committed quantity at the Sell
Offer price that it initially submitted in such subsequent BRA. The
difference between such Sell Offer price and the Capacity Resource
Clearing Price (as well as any difference between the cleared quantity and
the committed quantity), will be treated as a Resource Make-Whole
Payment in accordance with Section 5.14(b). Other capacity resources
that clear the BRA in such LDA receive the Capacity Resource Clearing
Price as determined in Section 5.14(a).

6. The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in
the BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price Adjustment for
Delivery Year 2. However, the failure to submit a Sell Offer consistent with section 5.14(c)(4)
in the BRA for Delivery Year 2 shall make the resource ineligible for the New Entry Pricing
Adjustment for Delivery Years 2 and 3.

7. 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 LDA a
separate VRR Curve, notwithstanding the outcome of the test referenced in Section 5.10(a)(ii) of
this Attachment.

8. On or before August 1, 2012, PJM shall file with FERC under FPA
section 205, as determined necessary by PJM following a stakeholder process, tariff changes to
establish a long-term auction process as a not unduly discriminatory means to provide adequate
long-term revenue assurances to support new entry, as a supplement to or replacement of this
New Entry Price Adjustment.

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 payment equal to the Capacity
Resource Clearing Price, including any Locational Price Adder, of the LDA into which the
Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the
Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from
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 reflected in the
Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone
associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer
Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.
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PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell
Offer based on a Qualifying Transmission Upgrade.

e) Locational Reliability Charge

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational
Reliability Charge (subject to certain offsets and other adjustments as described in sections
5.14B, 5.14C, 5.14D, 5.14E and 5.15) equal to such LSE’s Daily Unforced Capacity Obligation
in a Zone during such Delivery Year multiplied by the applicable Final Zonal Capacity Price in
such Zone. PJMSettlement shall be the Counterparty to the LSEs’ obligations to pay, and
payments of, Locational Reliability Charges.

f) The Office of the Interconnection shall determine Zonal Capacity Prices in
accordance with the following, based on the optimization algorithm:

1) The Office of the Interconnection shall calculate and post the Preliminary
Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such
Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the
marginal value of system capacity for the PIM Region, without considering locational
constraints; 2) the Locational Price Adder, if any, for the LDA 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 Capacity Resource
Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources
cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual
Resources and Extended Summer Demand Resources in the LDA for which the zone is located;
4) an adjustment, if required, to account for Resource Make-Whole Payments; and (5) an
adjustment, if required to provide sufficient revenue for payment of any PRD Credits, all as
determined in accordance with the optimization algorithm.

i) The Office of the Interconnection shall calculate and post the Adjusted
Zonal Capacity Price following each Incremental Auction. The Adjusted Zonal Capacity Price
for each Zone shall equal the sum of: (1) the average marginal value of system capacity
weighted by the Unforced Capacity cleared in all auctions previously conducted for such
Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the
average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions
previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as
replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual
Resources and Extended Summer Demand Resources for all auctions previously conducted for
such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (4) an
adjustment, if required, to account for Resource Make-Whole Payments for all actions previously
conducted (excluding any Resource Make-Whole Payments to be charged to the buyers of
replacement capacity); and (5) an adjustment, if required to provide sufficient revenue for
payment of any PRD Credits. The Adjusted Zonal Capacity Price may decrease if Unforced
Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.

iii) The Office of the Interconnection shall calculate and post the Final Zonal
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Capacity Price for each Delivery Year after the final auction is held for such Delivery Year, as
set forth above. The Final Zonal Capacity Price for each Zone shall equal the Adjusted Zonal
Capacity Price, as further adjusted to reflect any decreases in the Nominated Demand Resource
Value of any existing Demand Resource cleared in the Base Residual Auction and Second
Incremental Auction.

g) Resource Substitution Charge

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

h) Minimum Offer Price Rule for Certain Generation Capacity Resources

(1) For purposes of this section, the Net Asset Class Costs of New Entry shall
be asset-class estimates of competitive, cost-based nominal levelized Cost of New Entry, net of
energy and ancillary service revenues. Determination of the gross 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(a)(iv)(A) of this Attachment.

The gross Cost of New Entry component of Net Asset Class Cost of New Entry
shall be, for purposes of the 2018/2019 Delivery Year and subsequent Delivery Years, the values
indicated in the table below for each CONE Area for a combustion turbine generator (“CT”), and
a combined cycle generator (“CC”) respectively, and shall be adjusted for subsequent Delivery
Years in accordance with subsection (h)(2) below. For purposes of Incremental Auctions for the
2015/2016, 2016/2017 and 2017/2018 Delivery Years, the MOPR Floor Offer Price shall be the
same as that used in the Base Residual Auction for such Delivery Year. The estimated energy
and ancillary service revenues for each type of plant shall be determined as described in
subsection (h)(3) below. Notwithstanding the foregoing, the Net Asset Class Cost of New
Entry shall be zero for: (i) Sell Offers based on nuclear, coal or Integrated Gasification
Combined Cycle facilities; or (ii) Sell Offers based on hydroelectric, wind, or solar facilities.

CONE Areal | CONE Area2 | CONE Area 3 | CONE Area 4
CT $/MW-yr 132,200 130,300 128,900 130,300
CC $/MW-yr 185,700 176,000 172,600 179,400

(2) Beginning with the Delivery Year that begins on June 1, 2019, the
gross Cost of New Entry component of the Net Asset Class Cost of New Entry shall be adjusted
to reflect changes in generating plant construction costs in the same manner as set forth for the
cost of new entry in section 5.10(a)(iv)(B), provided, however, that the Applicable BLS
Composite Index used for CC plants shall be calculated from the three indices referenced in that
section but weighted 25% for the wages index, 60% for the construction materials index, and
15% for the turbines index, and provided further that nothing herein shall preclude the Office of
the Interconnection from filing to change the Net Asset Class Cost of New Entry for any
Delivery Year pursuant to appropriate filings with FERC under the Federal Power Act.
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(3)  For purposes of this provision, the net energy and ancillary
services revenue estimate for a combustion turbine generator shall be that determined by section
5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE
Area shall be based on the Zone within such CONE Area that has the highest energy revenue
estimate calculated under the methodology in that subsection. The net energy and ancillary
services revenue estimate for a combined cycle generator shall be determined in the same
manner as that prescribed for a combustion turbine generator in the previous sentence, except
that the heat rate assumed for the combined cycle resource shall be 6.722 MMbtu/Mwh, the
variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the
Peak-Hour Dispatch scenario for both the Day-Ahead and Real-Time Energy Markets shall be
modified to dispatch the CC resource continuously during the full peak-hour period, as described
in section 2.46, for each such period that the resource is economic (using the test set forth in such
section), rather than only during the four-hour blocks within such period that such resource is
economic, and the ancillary service revenues shall be $3198 per MW-year.

4) Any Sell Offer that is based on:

1) a Generation Capacity Resource located in the PJM Region that is
submitted in an RPM Auction for a Delivery Year unless a Sell Offer based on that
resource has cleared an RPM Auction for that or any prior Delivery Year, or until a Sell
Offer based on that resource clears an RPM auction for that or any subsequent Delivery
Year; or

i) a Generation Capacity Resource located outside the PJM Region
(where such Sell Offer is based solely on such resource) that requires sufficient
transmission investment for delivery to the PJM Region to indicate a long-term
commitment to providing capacity to the PJM Region, unless a Sell Offer based on that
resource has cleared an RPM Auction for that or any prior Delivery Year, or until a Sell
offer based on that resource clears an RPM Auction for that or any subsequent Delivery
Year, in any LDA for which a separate VRR Curve is established for use in the Base
Residual Auction for the Delivery Year relevant to the RPM Auction in which such offer
is submitted, and that is less than 90 percent of the applicable 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 a combustion turbine generator as
provided in subsection (h)(1) above shall be set to equal 90 percent of the applicable
Net Asset Class Cost of New Entry (or set equal to 70 percent of such cost for a
combustion turbine, where there is no otherwise applicable net asset class figure), unless
the Capacity Market Seller obtains the prior determination from the Office of the
Interconnection described in subsection (5) hereof. This provision applies to Sell Offers
submitted in Incremental Auctions conducted after December 19, 2011, provided that the
Net Asset Class Cost of New Entry values for any such Incremental Auctions for the
2012-13 or 2013-14 Delivery Years shall be the Net Asset Class Cost of New Entry
values posted by the Office of the Interconnection for the Base Residual Auction for the
2014-15 Delivery Year.
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&) Unit-Specific Exception. A Sell Offer meeting the criteria in subsection
(4) shall be permitted and shall not be re-set to the price level specified in that subsection if the
Capacity Market Seller obtains a determination from the Office of the Interconnection or the
Commission, prior to the RPM Auction in which it seeks to submit the Sell Offer, that such Sell
Offer is permissible because it is consistent with the competitive, cost-based, fixed, net cost of
new entry were the resource to rely solely on revenues from PJM-administered markets . The
following process and requirements shall apply to requests for such determinations:

1) The Capacity Market Seller may request such a determination by
no later than one hundred twenty (120) days prior to the commencement of the offer period for
the RPM Auction in which it seeks to submit its Sell Offer, by submitting simultaneously to the
Office of the Interconnection and the Market Monitoring Unit a written request with all of the
required documentation as described below and in the PJM Manuals. For such purpose, the
Office of the Interconnection shall post, by no later than one hundred fifty (150) days prior to the
commencement of the offer period for the relevant RPM Auction, a preliminary estimate for the
relevant Delivery Year of the minimum offer level expected to be established under subsection
(4). If the minimum offer level subsequently established for the relevant Delivery Year is less
than the Sell Offer, the Sell Offer shall be permitted and no exception shall be required.

i) As more fully set forth in the PIM Manuals, the Capacity Market
Seller must include in its request for an exception under this subsection documentation to support
the fixed development, construction, operation, and maintenance costs of the planned generation
resource, as well as estimates of offsetting net revenues. Estimates of costs or revenues shall be
supported at a level of detail comparable to the cost and revenue estimates used to support the
Net Asset Class Cost of New Entry established under this section 5.14(h). As more fully set
forth in the PJM Manuals, supporting documentation for project costs may include, as applicable
and available, a complete project description; environmental permits; vendor quotes for plant or
equipment; evidence of actual costs of recent comparable projects; bases for electric and gas
interconnection costs and any cost contingencies; bases and support for property taxes,
insurance, operations and maintenance (“O&M?”) contractor costs, and other fixed O&M and
administrative or general costs; financing documents for construction—period and permanent
financing or evidence of recent debt costs of the seller for comparable investments; and the bases
and support for the claimed capitalization ratio, rate of return, cost-recovery period, inflation
rate, or other parameters used in financial modeling. Such documentation also shall identify and
support any sunk costs that the Capacity Market Seller has reflected as a reduction to its Sell
Offer The request shall include a certification, signed by an officer of the Capacity Market
Seller, that the claimed costs accurately reflect, in all material respects, the seller’s reasonably
expected costs of new entry and that the request satisfies all standards for an exception
hereunder. The request also shall identify all revenue sources relied upon in the Sell Offer to
offset the claimed fixed costs, including, without limitation, long-term power supply contracts,
tolling agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that
such offsetting revenues are consistent, over a reasonable time period identified by the Capacity
Market Seller, with the standard prescribed above. In making such demonstration, the Capacity
Market Seller may rely upon forecasts of competitive electricity prices in the PJM Region based
on well defined models that include fully documented estimates of future fuel prices, variable
operation and maintenance expenses, energy demand, emissions allowance prices, and expected
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environmental or energy policies that affect the seller’s forecast of electricity prices in such
region, employing input data from sources readily available to the public. Documentation for
net revenues also may include, as available and applicable, plant performance and capability
information, including heat rate, start-up times and costs, forced outage rates, planned outage
schedules, maintenance cycle, fuel costs and other variable operations and maintenance
expenses, and ancillary service capabilities. In addition to the documentation identified herein
and in the PJM Manuals, the Capacity Market Seller shall provide any additional supporting
information reasonably requested by the Office of the Interconnection or the Market Monitoring
Unit to evaluate the Sell Offer. Requests for additional documentation will not extend the
deadline by which the Office of the Interconnection or the Market Monitoring Unit must provide
their determinations of the Minimum Offer Price Rule exception request.

iii) A Sell Offer evaluated hereunder shall be permitted if the
information provided reasonably demonstrates that the Sell Offer’s competitive, cost-based,
fixed, net cost of new entry is below the minimum offer level prescribed by subsection (4), based
on competitive cost advantages relative to the costs estimated for subsection (4), including,
without limitation, competitive cost advantages resulting from the Capacity Market Seller’s
business model, financial condition, tax status, access to capital or other similar conditions
affecting the applicant’s costs, or based on net revenues that are reasonably demonstrated
hereunder to be higher than estimated for subsection (4). Capacity Market Sellers shall be asked
to demonstrate that claimed cost advantages or sources of net revenue that are irregular or
anomalous, that do not reflect arm’s-length transactions, or that are not in the ordinary course of
the Capacity Market Seller’s business are consistent with the standards of this subsection.
Failure to adequately support such costs or revenues so as to enable the Office of the
Interconnection to make the determination required in this section will result in denial of an
exception hereunder by the Office of the Interconnection.

iv) The Market Monitoring Unit shall review the information and
documentation in support of the request and shall provide its findings whether the proposed
Sell Offer is acceptable, in accordance with the standards and criteria hereunder, in writing, to
the Capacity Market Seller and the Office of the Interconnection by no later than ninety (90)
days prior to the commencement of the offer period for such auction. The Office of the
Interconnection shall also review all exception requests and documentation and shall provide in
writing to the Capacity Market Seller, and the Market Monitoring Unit, its determination
whether the requested Sell Offer is acceptable and if not it shall calculate and provide to such
Capacity Market Seller, a minimum Sell Offer based on the data and documentation received,
by no later than sixty-five (65) days prior to the commencement of the offer period for the
relevant RPM Auction. If the Office of the Interconnection determines that the requested Sell
Offer is acceptable, the Capacity Market Seller Shall notify the Market Monitoring Unit and the
Office of the Interconnection, in writing, of the minimum level of Sell Offer to which it agrees to
commit by no later than sixty (60) days prior to the commencement of the offer period for the
relevant RPM Auction

1) Capacity Export Charges and Credits
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(1) Charge

Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a
Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission
Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal
Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control
Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery
Year for the Zone in which the resources designated for export are located, but not less than
zero). If more than one Zone forms the interface with such Control Area, then the amount of
Reserved Capacity described above shall be apportioned among such Zones for purposes of the
above calculation in proportion to the flows from such resource through each such Zone directly
to such interface under CETO/CETL analysis conditions, as determined by the Office of the
Interconnection using procedures set forth in the PIM Manuals. The amount of the Reserved
Capacity that is associated with a fully controllable facility that crosses such interface shall be
completely apportioned to the Zone within which such facility terminates.

(2) Credit

To recognize the value of firm Transmission Service held by any such Capacity Export
Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall
receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities
under section 5.15. Such credit shall be equal to the locational capacity price difference
specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as
follows:

Export Customer’s Allocated Share equals
(Export Path Import * Export Reserved Capacity) /
(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone).

Where:

“Export Path Import” means the megawatts of Unforced Capacity imported into the export
interface Zone from the Zone in which the resource designated for export is located.

If more than one Zone forms the interface with such Control Area, then the amount of Export
Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation
in the same manner as set forth in subsection (i)(1) above.

3) Distribution of Revenues
Any revenues collected from the Capacity Export Charge with respect to any capacity export for

a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be
distributed to the Load Serving Entities in the export-interface Zone that were assessed a
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Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced
Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If
more than one Zone forms the interface with such Control Area, then the revenues shall be
apportioned among such Zones for purposes of the above calculation in the same manner as set
forth in subsection (i)(1) above.

5.14A [Reserved.]

5.14B Generating Unit Capability Verification Test Requirements Transition Provision for
RPM Delivery Years 2014/2015, 2015/2016, and 2016/2017

A. This transition provision applies only with respect to Generation Capacity Resources with
existing capacity commitments for the 2014/2015, 2015/2016, or 2016/2017 Delivery Years that
experience reductions in verified installed capacity available for sale as a direct result of revised
generating unit capability verification test procedures effective with the summer 2014 capability
tests, as set forth in the PJM Manuals. A Generation Capacity Resource meeting the description
of the preceding sentence, and the Capacity Market Seller of such a resource, are hereafter in this
section 5.14B referred to as an “Affected Resource” and an “Affected Resource Owner,”
respectively.

B. For each of its Affected Resources, an Affected Resource Owner is required to provide
documentation to the Office of the Interconnection sufficient to show a reduction in installed
capacity value as a direct result of the revised capability test procedures. Upon acceptance by
the Office of the Interconnection, the Affected Resource’s installed capacity value will be
updated in the eRPM system to reflect the reduction, and the Affected Resource’s Capacity
Interconnection Rights value will be updated to reflect the reduction, effective June 1, 2014.
The reduction’s impact on the Affected Resource’s existing capacity commitments for the
2014/2015 Delivery Year will be determined in Unforced Capacity terms, using the final EFORd
value established by the Office of the Interconnection for the 2014/2015 Delivery Year as
applied to the Third Incremental Auction for the 2014/2015 Delivery Year, to convert installed
capacity to Unforced Capacity. The reduction’s impact on the Affected Resource’s existing
capacity commitments for each of the 2015/2016 and 2016/2017 Delivery Years will be
determined in Unforced Capacity terms, using the EFORd value from each Sell Offer in each
applicable RPM Auction, applied on a pro-rata basis, to convert installed capacity to Unforced
Capacity. The Unforced Capacity impact for each Delivery Year represents the Affected
Resource’s capacity commitment shortfall, resulting wholly and directly from the revised
capability test procedures, for which the Affected Resource Owner is subject to a Capacity
Resource Deficiency Charge for the Delivery Year, as described in section 8 of this Attachment
DD, unless the Affected Resource Owner (i) provides replacement Unforced Capacity, as
described in section 8.1 of this Attachment DD, prior to the start of the Delivery Year to resolve
the Affected Resource’s total capacity commitment shortfall; or (ii) requests relief from Capacity
Resource Deficiency Charges that result wholly and directly from the revised capability test
procedures by electing the transition mechanism described in this section 5.14B (“Transition
Mechanism™).

C. Under the Transition Mechanism, an Affected Resource Owner may elect to have the
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Unforced Capacity commitments for all of its Affected Resources reduced for the 2014/2015,
2015/2016, or 2016/2017 Delivery Years to eliminate the capacity commitment shortfalls, across
all of its Affected Resources, that result wholly and directly from the revised capability test
procedures, and for which the Affected Resource Owner otherwise would be subject to Capacity
Resource Deficiency Charges for the Delivery Year. In electing this option, the Affected
Resource Owner relinquishes RPM Auction Credits associated with the reductions in Unforced
Capacity commitments for all of its Affected Resources for the Delivery Year, and Locational
Reliability Charges as described in section 5.14(e) of this Attachment DD are adjusted
accordingly. Affected Resource Owners wishing to elect the Transition Mechanism for the
2015/2016 Delivery Year must notify the Office of the Interconnection by May 30, 2014.
Affected Resource Owners wishing to elect the Transition Mechanism for the 2016/2017
Delivery Year must notify the Office of the Interconnection by July 25, 2014.

D. The Office of the Interconnection will offset the total reduction (across all Affected
Resources and Affected Resource Owners) in Unforced Capacity commitments associated with
the Transition Mechanism for the 2015/2016 and 2016/2017 Delivery Years by applying
corresponding adjustments to the quantity of Buy Bid or Sell Offer activity in the upcoming
Incremental Auctions for each of those Delivery Years, as described in sections 5.12(b)(ii) and
5.12(b)(ii1) of this Attachment DD.

E. By electing the Transition Mechanism, an Affected Resource Owner may receive relief
from applicable Capacity Resource Deficiency Charges for the 2014/2015, 2015/2016, or
2016/2017 Delivery Years, and a Locational UCAP Seller that sells Locational UCAP based on
an Affected Resource owned by the Affected Resource Owner may receive relief from
applicable Capacity Resource Deficiency Charges for the 2014/2015 Delivery Year, to the extent
that the Affected Resource Owner demonstrates, to the satisfaction of the Office of the
Interconnection, that an inability to deliver the amount of Unforced Capacity previously
committed for the 2014/2015, 2015/2016, or 2016/2017 Delivery Years is due to a reduction in
verified installed capacity available for sale as a direct result of revised generating unit capability
verification test procedures effective with the summer 2014 capability tests, as set forth in the
PJM Manuals; provided, however, that the Affected Resource Owner must provide the Office of
the Interconnection with all information deemed necessary by the Office of the Interconnection
to assess the merits of the request for relief.

5.14C Demand Response Operational Resource Flexibility Transition Provision for RPM
Delivery Years 2015/2016 and 2016/2017

A. This transition provision applies only to Demand Resources for which a Curtailment
Service Provider has existing RPM commitments for the 2015/2016 or 2016/2017 Delivery
Years (alternatively referred to in this section 5.14C as “Applicable Delivery Years” and each an
“Applicable Delivery Year”) that (i) cannot satisfy the 30-minute notification requirement as
described in Section A.2 of Attachment DD-1 of the Tariff and the parallel provision of Schedule
6 of the RAA; (ii) are not excepted from the 30-minute notification requirement as described in
Section A.2 of Attachment DD-1 of the Tariff and the parallel provision of Schedule 6 of the
RAA; and (iii) cleared in the Base Residual Auction or First Incremental Auction for the
2015/2016 Delivery Year, or cleared in the Base Residual Auction for the 2016/2017 Delivery
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Year. A Demand Resource meeting these criteria and the Curtailment Service Provider of such
a resource are hereafter in this section 5.14C referred to as an “Affected Demand Resource” and
an “Affected Curtailment Service Provider,” respectively.

B. For this section 5.14C to apply to an Affected Demand Resource, the Affected
Curtailment Service Provider must notify the Office of the Interconnection in writing, with
regard to the following information by the applicable deadline:

1) For each applicable Affected Demand Resource: the number of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year by end-use customer site
that the Affected Curtailment Service Provider cannot deliver, calculated based on
the most current information available to the Affected Curtailment Service
Provider; the end-use customer name; electric distribution company’s account
number for the end-use customer; address of end-use customer; type of Demand
Resource (i.e., Limited DR, Annual DR, Extended Summer DR); the Zone or
sub-Zone in which the end-use customer is located; and, a detailed description of
why the end-use customer cannot comply with the 30-minute notification
requirement or qualify for one of the exceptions to the 30-minute notification
requirement provided in Section A.2 of Attachment DD-1 of the Tariff and the
parallel provision of Schedule 6 of the RAA.

i) If applicable, a detailed analysis that quantifies the amount of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year for prospective customer sales
that could not be contracted by the Affected Curtailment Service Provider because of the
30-minute notification requirement provided in Section A.2 of Attachment DD-1 of the
Tariff and the parallel provision of Schedule 6 of the RAA that the Affected Curtailment
Service Provider cannot deliver, by type of Demand Resource (i.e. Limited DR, Annual
DR, Extended Summer DR) and by Zone and sub-Zone, as applicable. The analysis
should include the amount of Unforced Capacity expected from prospective customer
sales for each Applicable Delivery Year and must include supporting detail to
substantiate the difference in reduced sales expectations. The Affected Curtailment
Service Provider should maintain records to support its analysis.

1. For the 2015/2016 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Third Incremental Auction for the 2015/2016 Delivery Year. Such Affected Curtailment
Service Provider that utilizes this transition provision may not sell or offer to sell megawatts in
the modeled LDA or sub-LDA where an Affected Demand Resource is located in the Third
Incremental Auction for the 2015/2016 Delivery Year.

2. For the 2016/2017 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Second Incremental Auction for the 2016/2017 Delivery Year. Such Affected
Curtailment Service Provider that utilizes this transition provision may not sell or offer to sell
megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located in
the Second or Third Incremental Auctions for the 2016/2017 Delivery Year.
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3. For the 2016/2017 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Third Incremental Auction for the 2016/2017 Delivery Year. Such Affected Curtailment
Service Provider that utilizes this transition provision must not have sold or offered to sell
megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located in
the Second Incremental Auction for the 2016/2017 Delivery Year, and may not sell or offer to
sell megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located
in the Third Incremental Auction for the 2016/2017 Delivery Year.

C. For the Third Incremental Auction for the 2015/2016 Delivery Year and the First,
Second, and Third Incremental Auctions for the 2016/2017 Delivery Year, the Office of the
Interconnection shall publish aggregate information on the undeliverable megawatts declared
under this transition provision (hereafter, “non-viable megawatts”), by type of Demand Resource
and by Zone or sub-Zone, concurrently with its posting of planning parameters for the applicable
Scheduled Incremental Auction. Non-viable megawatts for a Scheduled Incremental Auction
for an Applicable Delivery Year represent those megawatts meeting the criteria of subsection A
above and declared in accordance with subsection B above. Prior to each Third Incremental
Auction for an Applicable Delivery Year, the Office of the Interconnection shall apply
adjustments equal to the declared non-viable megawatt quantity to the quantity of Buy Bid or
Sell Offer activity in the upcoming Scheduled Incremental Auctions for the Applicable Delivery
Year, as described in sections 5.12(b)(i1) and 5.12(b)(iii) of this Attachment DD. Prior to the
Second Incremental Auction for the 2016/2017 Delivery Year, the Office of the Interconnection
shall adjust the recalculated PJM Region Reliability Requirement and recalculated LDA
Reliability Requirements, as described in section 5.4(c) of this Attachment DD, by the applicable
quantity of declared non-viable megawatts, and shall update the PJM Region Reliability
Requirement and each LDA Reliability Requirement for such Second Incremental Auction only
if the combined change of the applicable adjustment and applicable recalculation is greater than
or equal to the lessor of (i) 500 megawatts or (ii) one percent of the prior PJM Region Reliability
Requirement or one percent of the prior LDA Reliability Requirement, as applicable.

D. Prior to the start of each Applicable Delivery Year, the Office of the Interconnection shall
reduce, by type of Demand Resource and by Zone or sub-Zone, the capacity commitment of each
Affected Curtailment Service Provider that utilizes this transition provision for the Applicable
Delivery Year based on the non-viable megawatts declared by the Affected Curtailment Service
Provider under this transition provision. If the Affected Curtailment Service Provider cleared
megawatts from multiple Affected Demand Resources of the same type and Zone or sub-Zone,
or cleared megawatts in multiple RPM Auctions for the Applicable Delivery Year, the Office of
the Interconnection shall allocate the reduction in capacity commitment by type of Demand
Resource and by Zone or sub-Zone across the applicable Affected Demand Resources and
relevant RPM Auctions. Such allocation shall be performed on a pro-rata basis, based on
megawatts cleared by the Affected Demand Resources in the relevant RPM Auctions.

E. For each Applicable Delivery Year, an Affected Curtailment Service Provider that
utilizes this transition provision for the Applicable Delivery Year relinquishes an Affected
Demand Resource’s RPM Auction Credits for the amount of capacity commitment reduction as
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determined under subsection D above. Locational Reliability Charges as described in section
5.14(e) of this Attachment DD are also adjusted accordingly.

5.14D Capacity Performance and Base Capacity Transition Provision for RPM Delivery
Years 2016/2017 and 2017/2018

A. This transition provision applies only for procuring Capacity Performance Resources for
the 2016/2017 and 2017/2018 Delivery Years.

B. For both the 2016/2017 and 2017/2018 Delivery Years, PJM will hold a Capacity
Performance Transition Incremental Auction to procure Capacity Performance Resources.

1. For each Capacity Performance Transition Incremental Auction, the optimization
algorithm shall consider:

J the target quantities of Capacity Performance Resources specified below;
J the Sell Offers submitted in such auction.

The Office of the Interconnection shall submit a Buy Bid based on the quantity of Capacity
Performance Resources specified for that Delivery Year. For the 2016/2017 Delivery Year, the
Office of the Interconnection shall submit a Buy Bid, at a price no higher than 0.5 times the Net
CONE value for the PJM Region determined for the Base Residual Auction for that Delivery
Year, for a quantity of Capacity Performance Resources equal to 60 percent of the updated
Reliability Requirement for the PJM Region. For the 2017/2018 Delivery Year, the Office of
the Interconnection shall submit a Buy Bid, at a price no higher than 0.6 times the Net CONE
value for the PJIM Region determined for the Base Residual Auction for that Delivery Year, for a
quantity of Capacity Performance Resources equal to 70 percent of the updated Reliability
Requirement for the PJIM Region.

2. For each Capacity Performance Transition Incremental Auction, the Office of the
Interconnection shall calculate a clearing price to be paid for each megawatt-day of Unforced
Capacity that clears in such auction. For the 2016/2017 Delivery Year, the Capacity Resource
Clearing Price for any Capacity Performance Transition Incremental Auction shall not exceed
0.5 times the Net CONE value for the PJM Region determined for the Base Residual Auction for
that Delivery Year. For the 2017/2018 Delivery Year, the Capacity Resource Clearing Price for
any Capacity Performance Transition Incremental Auction shall not exceed 0.6 times the Net
CONE value for the PJM Region determined for the Base Residual Auction for that Delivery
Year.

3. A Capacity Market Seller may offer any Capacity Resource that has not been
committed in an FRR Capacity Plan, that qualifies as a Capacity Performance Resource under
section 5.5A(a) and that (i) has not cleared an RPM Auction for that Delivery Year; or (ii) has
cleared in an RPM Auction for that Delivery Year. A Capacity Market Seller may offer an
external Generation Capacity Resource to the extent that such resource: (i) is reasonably
expected, by the relevant Delivery Year, to meet all applicable requirements to be treated as
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equivalent to PJM Region internal generation that is not subject to NERC tagging as an
interchange transaction; (ii) has long-term firm transmission service confirmed on the complete
transmission path from such resource into PJM; and (iii) is, by written commitment of the
Capacity Market Seller, subject to the same obligations imposed on Generation Capacity
Resources located in the PJM Region by section 6.6 of Attachment DD of the PJM Tariff to offer
their capacity into RPM Auctions.

4. Capacity Resources that already cleared an RPM Auction for a Delivery Year,
retain the capacity obligations for that Delivery Year, and clear in a Capacity Performance
Transition Incremental Auction for the same Delivery Year shall: (i) receive a payment equal to
the Capacity Resource Clearing Price as established in that Capacity Performance Transition
Incremental Auction; and (ii) not be eligible to receive a payment for clearing in any prior RPM
Auction for that Delivery Year.

D. All Capacity Performance Resources that clear in a Capacity Performance Transition
Incremental Auction will be subject to the Non-Performance Charge set forth in section 10A.

5.14E Demand Response Legacy Direct Load Control Transition Provision for RPM
Delivery Years 2016/2017,2017/2018, and 2018/2019

A. This transition provision applies only to Demand Resources for which a Curtailment
Service Provider has existing RPM commitments for the 2016/2017, 2017/2018, or 2018/2019
Delivery Years (alternatively referred to in this section 5.14E as “Applicable Delivery Years”
and each an “Applicable Delivery Year”) that (i) qualified as Legacy Direct Load Control before
June 1, 2016 as described in Section G of Attachment DD-1 of the Tariff and the parallel
provision of Schedule 6 of the RAA; (ii) cannot meet the requirements for using statistical
sampling for residential non-interval metered customers as described in Section K of Attachment
DD-1 of the Tariff and the parallel provision of Schedule 6 of the RAA; and (iii) cleared in the
Base Residual Auction or First Incremental Auction for the 2016/2017 Delivery Year, cleared in
the Base Residual Auction for the 2017/2018 Delivery Year, or cleared in the Base Residual
Auction for the 2018/2019 Delivery Year. A Demand Resource meeting these criteria and the
Curtailment Service Provider of such a resource are hereafter in this section 5.14E referred to as
an “Affected Demand Resource” and an “Affected Curtailment Service Provider,” respectively.

B. For this section 5.14E to apply to an Affected Demand Resource, the Affected
Curtailment Service Provider must notify the Office of the Interconnection in writing, with
regard to the following information, by the applicable deadline:

1) For each applicable Affected Demand Resource: the number of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year by end-use customer site
that the Affected Curtailment Service Provider cannot deliver, calculated based on
the most current information available to the Affected Curtailment Service
Provider; electric distribution company’s account number for the end-use
customer; address of end-use customer; type of Demand Resource (i.e., Limited
DR, Annual DR, Extended Summer DR); the Zone or sub-Zone in which the
end-use customer is located; and, a detailed description of why the endues
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customer cannot comply with statistical sampling for residential non-interval
metered customers requirement as described in Section K of Attachment DD-1 of
the Tariff and the parallel provision of Schedule 6 of the RAA.

i) If applicable, a detailed analysis that quantifies the amount of cleared megawatts
of Unforced Capacity for the Applicable Delivery Year for prospective customer
sales that could not be contracted by the Affected Curtailment Service Provider
because of the statistical sampling for residential non-interval metered customers
requirement as described in Section K of Attachment DD-1 of the Tariff and the
parallel provision of Schedule 6 of the RAA that the Affected Curtailment Service
Provider cannot deliver, by type of Demand Resource (i.e. Limited DR, Annual
DR, Extended Summer DR) and by Zone and sub-Zone, as applicable. The
analysis should include the amount of Unforced Capacity expected from
prospective customer sales for each Applicable Delivery Year and must include
supporting detail to substantiate the difference in reduced sales expectations. The
Affected Curtailment Service Provider should maintain records to support its
analysis.

1. For the 2016/2017 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the Second and/or Third Incremental Auction for the 2016/2017 Delivery Year. Such
Affected Curtailment Service Provider that utilizes this transition provision may not sell or offer
to sell megawatts in the matching LDA or sub-LDA where an Affected Demand Resource is
located in the Second or Third Incremental Auction for the 2016/2017 Delivery Year.

2. For the 2017/2018 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the First, Second and/or Third Incremental Auction for the 2017/2018 Delivery Year. Such
Affected Curtailment Service Provider that utilizes this transition provision may not sell or offer
to sell megawatts in the matching LDA or sub-LDA where an Affected Demand Resource is
located in the First, Second or Third Incremental Auctions for the 2017/2018 Delivery Year.

3. For the 2018/2019 Delivery Year, the notice shall be provided by no later than
seven (7) days prior to the posting by the Office of the Interconnection of planning parameters
for the First, Second and/or Third Incremental Auction for the 2018/2019 Delivery Year. Such
Affected Curtailment Service Provider that utilizes this transition provision may not sell or offer
to sell megawatts in the matching LDA or sub-LDA where an Affected Demand Resource is
located in the First, Second or Third Incremental Auctions for the 2018/2019 Delivery Year.

C. For the Second and Third Incremental Auction for the 2016/2017 Delivery Year, the
First, Second, and Third Incremental Auctions for the 2017/2018 Delivery Year, and the First,
Second, and Third Incremental Auctions for the 2018/2019 Delivery Year, the Office of the
Interconnection shall publish aggregate information on the undeliverable megawatts declared
under this transition provision (hereafter, “non-viable megawatts”), by type of Demand Resource
and by Zone or sub-Zone, concurrently with its posting of planning parameters for the applicable
Scheduled Incremental Auction. Non-viable megawatts for a Scheduled Incremental Auction for
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an Applicable Delivery Year represent those megawatts meeting the criteria of subsection A
above and declared in accordance with subsection B above. Prior to each Scheduled Incremental
Auction for an Applicable Delivery Year, the Office of the Interconnection shall apply
adjustments equal to the declared non-viable megawatt quantity to the quantity of Buy Bid or
Sell Offer activity in the upcoming Scheduled Incremental Auctions for the Applicable Delivery
Year, as described in sections 5.12(b)(i1) and 5.12(b)(iii) of this Attachment DD. Prior to the
Second Incremental Auction for the 2016/2017 Delivery Year, the First and Second Incremental
Auction for the 2017/2018 Delivery Year, and the First and Second Incremental Auction for the
2018/2019 Delivery Year, the Office of the Interconnection shall adjust the recalculated PJIM
Region Reliability Requirement and recalculated LDA Reliability Requirements, as described in
section 5.4(c) of this Attachment DD, by the applicable quantity of declared non-viable
megawatts, and shall update the PJM Region Reliability Requirement and each LDA Reliability
Requirement for such Incremental Auction only if the combined change of the applicable
adjustment and applicable recalculation is greater than or equal to the lessor of (i) 500 megawatts
or (ii) one percent of the prior PJM Region Reliability Requirement or one percent of the prior
LDA Reliability Requirement, as applicable.

D. Prior to the start of each Applicable Delivery Year, the Office of the Interconnection shall
reduce, by type of Demand Resource and by Zone or sub-Zone, the capacity commitment of each
Affected Curtailment Service Provider that utilizes this transition provision for the Applicable
Delivery Year based on the non-viable megawatts declared by the Affected Curtailment Service
Provider under this transition provision. If the Affected Curtailment Service Provider cleared
megawatts from multiple Affected Demand Resources of the same type and Zone or sub-Zone,
or cleared MWs in multiple RPM Auctions for the Applicable Delivery Year, the Office of the
Interconnection shall allocate the reduction in capacity commitment by type of Demand
Resource and by Zone or sub-Zone across the applicable Affected Demand Resources and
relevant RPM Auctions. Such allocation shall be performed on a pro-rata basis, based on
megawatts cleared by the Affected Demand Resources in the relevant RPM Auctions.

E. For each Applicable Delivery Year, an Affected Curtailment Service Provider that
utilizes this transition provision for the Applicable Delivery Year relinquishes an Affected
Demand Resource’s RPM Auction credits for the amount of capacity commitment reduction as
determined under subsection D above. Locational Reliability Charges as described in section
5.14(e) of this Attachment DD are also adjusted accordingly.
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