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 )  (Consolidated) 

 

COMPLIANCE FILING CONCERNING THE MINIMUM OFFER PRICE RULE 

AND MOTION TO REINSTATE THE DEADLINE FOR A CERTAIN RPM PRE-

AUCTION ACTIVITY 

 

In compliance with the October 15, 2020 order on compliance, granting waiver 

request, and addressing arguments raised on rehearing of the Federal Energy Regulatory 

Commission (“Commission” or “FERC”) in the above referenced proceedings,1 PJM 

Interconnection, L.L.C. (“PJM”) hereby submits revisions to the PJM Open Access 

Transmission Tariff (“Tariff”).  The modifications contained in this filing further amends 

the application of the Minimum Offer Price Rule (“MOPR”) as applied to Capacity 

                                                 
1 Calpine Corp. v. PJM Interconnection, L.L.C., 173 FERC ¶ 61,061 (2020) (“October 15 Order”). 
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Resources with State Subsidy in compliance with the October 15 Order.2 As further 

explained in the accompanying motion below, PJM also moves to reinstate the Tariff-stated 

pre-auction deadline for Demand Resource Sell Offer Plans which the Commission, in the 

October 15 Order, allowed to be shortened as PJM had originally requested.3  PJM 

respectfully requests the Commission to act expeditiously in reviewing this compliance 

filing so that these remaining revisions will be in place before the conduct of the next BRA. 

In the meantime, PJM intends to move forward with the pre-auction activities in 

accordance with the associated deadlines that the Commission granted in the October 15 

Order.  Pursuant to the Commission’s October 15 Order, PJM is also including minor 

revisions to the pre-auction schedule as Attachment A of this filing.4  Consistent with the 

October 15 Order, PJM did not set the next Base Residual Auction (“BRA”) date as it 

awaited the Commission’s order on the revised methodology for calculating the energy and 

ancillary services offset.5  Now that the Commission has recently accepted PJM’s 

compliance filing on the energy and ancillary services revenue offset,6 in the coming days, 

PJM will be establishing the dates for the upcoming RPM Auctions, as well as the deadlines 

                                                 
2 For the purpose of this filing, capitalized terms not defined herein shall have the meaning as contained in 

the Tariff, Amended and Restated Operating Agreement of PJM Interconnection, L.L.C. (“Operating 

Agreement”), or the Reliability Assurance Agreement Among Load Serving Entities in the PJM Region 

(“RAA”). 

3 As explained below, PJM is including in this filing a motion to reinstate the deadline for Demand Resource 

Sell Offer Plans back to 30 days prior to the relevant Reliability Pricing Model (“RPM”) Auction. 

4 See October 15 Order at P 358 n.600. In Attachment A, PJM is removing the resource carve-out deadlines, 

as well as correcting the “actionable subsidy” reference to “Capacity Resource with State Subsidy.” In 

addition, PJM is reverting the Demand Resource Sell Offer Plan deadline back to 30 days, consistent with 

the motion described herein. All other deadlines impacted by the waiver, including Incremental Auction 

schedules, as previously described in PJM’s March 18 Compliance Filing, will remain as requested. See 

Compliance Filing Concerning the Minimum Offer Price Rule, Request for Waiver of RPM Auction 

Deadlines, and Request for an Extended Comment Period of at Least 35 Days, Docket No. ER18-1314-003 

(Mar. 18, 2020) (“March 18 Compliance Filing”). 

5 October 15 Order at P 360. 

6 See PJM Interconnection, L.L.C., 173 FERC ¶ 61,134 (2020). 
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for the associated pre-auction activities.  Moving forward with PJM’s accepted schedule at 

this time is reasonable.  The October 15 Order largely determined all outstanding matters, 

by both accepting PJM’s compliance filings and providing detailed, prescriptive Tariff 

changes to implement the enclosed compliance changes.  Thus, the October 15 Order 

generally placed Capacity Market Sellers on notice of the rules for the next BRA.  The one 

outstanding issue—the energy and ancillary services revenue offset—has now been 

accepted, so all of the RPM Auction parameters and the MOPR Floor Offer Price can now 

be determined.  

I. SATISFACTION OF THE COMPLIANCE REQUIREMENTS OF THE 

OCTOBER 15 ORDER 

In compliance with the Commission’s October 15 Order, PJM submits the 

following revisions to the capacity market rules as they relate to Capacity Resources with 

State Subsidy in the Tariff. 

A. In Compliance with the October 15 Order, PJM Is Extending the 
Competitive Exemption to Capacity Market Sellers Involved in 
Bilateral Transactions in Certain Circumstances. 

1. Commission directive 

The October 15 Order directed PJM to extend the Competitive Exemption to 

Capacity Market Sellers involved in bilateral transactions.  Specifically, certain Capacity 

Market Sellers should be allowed to elect the Competitive Exemption where the rights and 

obligations among multiple off-takers of a Capacity Resource are in equal shares and where 

the Capacity Resource is only entitled to the State Subsidies that are assignable.7  This 

approach is similar to the ability for Capacity Market Sellers who are joint owners of a 

                                                 
7 October 15 Order at P 30. 
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Capacity Resource with State Subsidy to elect the competitive exemption where the rights 

and obligations are in pari passu.8 

2. PJM compliance language  

PJM is complying with this directive by revising Tariff, Attachment DD, section 

5.14(h-1)(4)(A) to allow Capacity Market Sellers of multi-party bilateral transactions to 

elect the competitive exemption where the seller’s rights and obligations with respect to a 

given facility are proportional and the State Subsidy associated with such facility is 

assignable.  For example, if a bilateral off-taker has 20 percent of the resource’s capacity 

rights, it must also have rights to 20 percent of the energy rights along with 20 percent of 

the renewable energy credits or certificates (“RECs”) generated by that resource.  In such 

circumstances, the Capacity Market Seller may elect to forgo its share of the State Subsidy 

and elect the competitive exemption so that the underlying Capacity Resource is not subject 

to the expanded MOPR.9   

To effectuate this approach, the Capacity Market Seller that is a party to a bilateral 

transaction would need to certify and be able to demonstrate, if requested by PJM and/or 

the Market Monitor, that the Capacity Market Seller’s share of the rights to energy, 

capacity, and State Subsidy of the underlying resources are allocated pro rata and akin to 

joint owners of Capacity Resources where the rights and obligations are in pari passu.  In 

addition, the Capacity Market Seller must also certify and demonstrate, if requested by 

PJM and/or the Market Monitor, that the underlying Capacity Resource did not receive, is 

                                                 
8 October 15 Order at P 30. 

9 As previously noted in PJM’s June 3, 2020 answer, the only form of State Subsidy that is assignable among 

joint bilateral off-takers, to PJM’s knowledge, are RECs. See PJM Interconnection, L.L.C., Motion for Leave 

to Answer and Answer of PJM Interconnection, L.L.C., Docket Nos. ER18-1314-003, -004 (June 3, 2020) 

(“June 3 Answer”). 
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not receiving, and will not be entitled to receive a State Subsidy that is used to support its 

construction, development, or operation—other than the State Subsidy that is assigned out 

to the off-takers (i.e., RECs).  In these circumstances, individual Capacity Market Sellers 

of a multiparty bilateral transaction will be allowed to independently elect the competitive 

exemption where the RECs are to be retired solely for voluntary purposes. 

To effectuate this approach, PJM is adding the following language to Tariff, 

Attachment DD, section 5.14(h-1)(4)(A), as shown in blackline below:10 

A Capacity Resource with State Subsidy may be exempt from the Minimum 

Offer Price Rule in any RPM Auction if the Capacity Market Seller certifies 

to the Office of Interconnection, in accordance with the PJM Manuals, that 

the Capacity Market Seller of such Capacity Resource elects to forego 

receiving any State Subsidy for the applicable Delivery Year no later than 

thirty (30) days prior to the commencement of the offer period for the 

relevant RPM Auction. Notwithstanding the foregoing, the competitive 

exemption is not available to Capacity Resources with State Subsidy that 

. . . . (C) are Jointly Owned Cross-Subsidized Capacity Resources or is the 

subject of a bilateral transaction and not all Capacity Market Sellers of the 

supporting facility unanimously elect the competitive exemption and certify 

that no State Subsidy will be received associated with supporting the 

resource (unless the underlying Capacity Resource that is the subject of a 

bilateral transaction has not received, is not receiving, and is not entitled to 

receive any State Subsidy except those that are assigned (i.e., renewable 

energy credits) to the off-takers of a bilateral transaction and the Capacity 

Market Seller of such Capacity Resource can demonstrate and certify that 

the Capacity Market Seller’s rights and obligations of its share of the 

capacity, energy, and assignable State Subsidy associated with the 

underlying Capacity Resource are in pro rata shares). 

 

                                                 
10 The blacklines for this revision are the same as those suggested in the June 3 Answer and referenced in the 

October 15 Order. See June 3 Answer at 21; October 15 Order at P 30. 
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B. In Compliance with the October 15 Order, Capacity Market Sellers 
Must Submit a Resource-Specific Offer Where the Default MOPR 
Floor Price is Greater than the Market Seller Offer Cap.  

1. Commission directive 

In the October 15 Order, the Commission found PJM’s proposal to modify the 

provisions pertaining to the Market Seller Offer Cap with respect to when the MOPR Floor 

Offer Price exceeds the offer cap to be outside the scope of this proceeding.  Nevertheless, 

the Commission acknowledged that certain Capacity Market Sellers may be left without a 

valid offer under potentially conflicting Tariff provisions in circumstances where the 

default or resource-specific MOPR Floor Offer Price for a particular resource may be 

higher than the Market Seller Offer Cap for such resource.11  In such a circumstances, the 

Commission explained that the Capacity Market Seller would be required to submit an 

offer based on a resource-specific MOPR Floor Offer Price.12 

2. PJM compliance language 

As directed by the October 15 Order, PJM is submitting revisions to Tariff, 

Attachment DD, section 5.14(h-1)(2) to make clear that when the default MOPR Floor 

Price for a particular Capacity Resource exceeds the Market Seller Offer Cap of that 

resource, then the Capacity Market Seller is required to submit an offer based on a resource-

specific MOPR Floor Offer Price.  Although the Commission suggests that this 

requirement will always result in the resource-specific MOPR Floor Offer Price to be lower 

than the applicable Market Seller Offer Cap because of the pending changes to the energy 

and ancillary services offset methodology,13 there can still be instances where the floor 

                                                 
11 October 15 Order at P 105. 

12 October 15 Order at PP 104, 105. 

13 October 15 Order at P 105 n.192. 
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price exceeds the offer cap.  For instance, a generation resource that is entitled to a State 

Subsidy and in-service today but has never previously cleared an RPM Auction would need 

to submit a Sell Offer based on the cost of new entry (“CONE”) for purposes of the MOPR 

Floor Offer Price.  However, because it is a resource that is in-service, and therefore meets 

the definition of an Existing Generation Capacity Resource,14 the unit-specific offer cap 

determination for this unit would be based on its Avoidable Cost Rate (“ACR”).15  Given 

that the Net CONE is greater than the Net ACR for most resource types, it is still possible 

for such resources’ resource-specific MOPR Floor Offer Price to be greater than the 

resource-specific offer cap.  Likewise, it is also possible that the resource-specific MOPR 

Floor Offer Price for certain resource types, such as offshore wind and solar with tracking, 

may be greater than the default Market Seller Offer Cap.  Consequently, the Commission-

directed revision to Tariff, Attachment DD, section 5.14(h-1)(2) may not fully resolve 

“PJM’s concern that sellers may be left without a valid offer under potentially conflicting 

Tariff provisions in circumstances where the . . . resource-specific offer price floor for a 

particular resource is higher than the [M]arket [S]eller [O]ffer [C]ap for such resource.”16 

To adequately address this issue, while not making any changes to the existing 

Market Seller Offer Cap provisions as directed by the Commission,17 PJM is proposing to 

add an additional sentence to the Commission-directed language to make clear that in the 

                                                 
14 The RAA defines an “Existing Generation Capacity Resource,” in relevant part, as “a Generation Capacity 

Resource that, as of the date on which bidding commences for such auction: (a) is in service; or (b) is not yet 

in service, but has cleared any RPM Auction for any prior Delivery Year.  A Generation Capacity Resource 

shall be deemed to be in service if interconnection service has ever commenced (for resources located in the 

PJM Region), or if it is physically and electrically interconnected to an external Control Area and is in full 

commercial operation (for resources not located in the PJM Region).” 

15 See Tariff, Attachment DD, section 6.4(a). 

16 October 15 Order at P 105. 

17 See October 15 Order at P 104. 
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event the resource-specific MOPR Floor Offer Price is still greater than the applicable 

Market Seller Offer Cap, the Capacity Market Seller can only submit an offer based on the 

resource-specific MOPR Floor Offer Price.18  Mitigating an offer to the resource-specific 

floor price rather than the applicable Market Seller Offer Cap in these limited scenarios is 

consistent with the October 15 Order where the Commission explained that “[i]n such a 

circumstance, we find that the resource should submit an offer using the resource-specific 

review process.”19  Furthermore, in the scenario where a Capacity Resource with State 

Subsidy is in-service, but has not yet cleared an RPM Auction,20 the Commission has made 

clear in this proceeding that the competitive offer price for a “new” resource yet to clear 

the market should be Net CONE, regardless of it being in service.21  The other scenario is 

one where a Capacity Resource with State Subsidy has previously cleared an RPM Auction 

and is therefore “existing” for purposes of both MOPR and Market Seller Offer Cap, 

requests a resource-specific MOPR Floor Offer Price, but does not provide a unit-specific 

request for the offer cap.  In this scenario, it is also appropriate to use the resource-specific 

MOPR Floor Offer Price where the Net ACR value may exceed the applicable default 

Market Seller Offer Cap, because it more accurately reflects the competitive offer for the 

resource.22 

                                                 
18 Consistent with the Commission’s October 15 Order, PJM is not making any changes in Tariff, Attachment 

DD, section 6.8 relating to the Market Seller Offer Cap. October 15 Order at P 203. PJM is also not including 

any modifications to revert the Market Seller Offer Cap revisions since the Commission rejected all changes 

to Tariff, Attachment DD, sections 6.4, 6.5 in the October 15 Order. October 15 Order at P 104. 

19 October 15 Order at P 105. 

20  This scenario can also apply in the case where a Capacity Resource with State Subsidy is in service, has 

previously cleared an RPM Auction, but is reverted back to a New Entry Capacity Resource with State 

Subsidy after not participating in the RPM Auction for a Delivery Year. 

21 See October 15 Order at P 178. 

22 See Response to Commission’s March 31, 2015 Information Request of PJM Interconnection, L.L.C., 

Docket No. ER15-623-001, at Appendix 1 (Apr. 10, 2015). 
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Based on the foregoing, PJM proposes to make the following revision to Tariff, 

Attachment DD, section 5.14(h-1)(2), as shown in blackline below: 

Minimum Offer Price Rule.  Any Sell Offer for a New Entry Capacity 

Resource with State Subsidy or a Cleared Capacity Resource with State 

Subsidy that does not qualify for any of the exemptions, as defined in Tariff, 

Attachment DD, sections 5.14(h-1)(4)(8), shall have an offer price no lower 

than the applicable MOPR Floor Offer Price, unless the applicable MOPR 

Floor Offer Price is higher than the applicable Market Seller Offer Cap, in 

which circumstance the Capacity Resource with State Subsidy must seek a 

resource-specific value determined in accordance with the resource-specific 

MOPR Floor Offer Price process to participate in an RPM Auction.  In the 

event the resource-specific MOPR Floor Offer Price is greater than the 

applicable Market Seller Offer Cap, the Capacity Market Seller of such 

Capacity Resource may only submit an offer for such resource equal to the 

resource-specific MOPR Floor Offer Price into the relevant RPM Auction 

notwithstanding the provisions in Tariff, Attachment DD, section 6.4(a) or 

Tariff, Attachment DD, section 6.5(a). 

C. Eligibility for the Renewable Portfolio Standard, Capacity Storage 
Resource, and Self-Supply Exemptions Includes Execution of the 
Applicable Service Agreement by the Interconnection Customer Prior 
to December 19, 2019. 

1. Commission directive 

In the October 15 Order, the Commission directed PJM to modify the Tariff 

language relating to eligibility for the Renewable Portfolio Standard, Capacity Storage 

Resource, and Self-Supply MOPR exemptions to state that a Capacity Resource may 

qualify for the relevant exemption if it is the subject of an interconnection service 

agreement that is executed by the interconnection customer on or before December 19, 

2019.23 

2. PJM compliance language 

Consistent with the October 15 Order, PJM will categorically exempt certain 

Capacity Resources from the MOPR if they meet the relevant requirements for each 

                                                 
23 October 15 Order at P 123. 
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categorical exemption and at least one of the following three criteria for the underlying 

Capacity Resource are met: (a) has successfully cleared an RPM Auction prior to 

December 19, 2019; (b) is the subject of an interconnection construction service agreement, 

interim interconnection service agreement, interconnection service agreement, or 

wholesale market participation agreement executed by the interconnection customer on or 

before December 19, 2019; or (c) is the subject of an unexecuted interconnection service 

agreement or wholesale market participation agreement filed by PJM with the Commission 

on or before December 19, 2019.24  More particularly, consistent with the Commission’s 

October 15 Order, PJM is inserting the phrase “by the interconnection customer” at the end 

of subsections (B) to the proposed Tariff language in each of the relevant categorical 

exemptions to clarify that the term “execution” is sufficiently met if the interconnection 

customer signs the relevant agreement prior to December 19, 2019, for purposes of these 

three exemptions.25 

D. In Compliance with the October 15 Order, PJM Will Require All End-
Use Customer Registrations to be Tracked Individually to Qualify for 
the Demand Resource and Energy Efficiency MOPR Exemption. 

1. Commission directive 

In the October 15 Order, the Commission directed PJM to require all Demand 

Resource end-use customers, including utility-based residential locations, to be 

individually tracked with respect to the Demand Resource and Energy Efficiency MOPR 

exemption.26  In particular, the Commission stated that Demand Resources can be 

                                                 
24 See proposed Tariff, Attachment DD, sections 5.14(h-1)(5)(B); 5.14(h-1)(6)(B); 5.14(h-1)(8)(B) (emphasis 

added). 

25 October 15 Order at P 123. 

26 October 15 Order at PP 128-29. 
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considered to have been previously cleared for purposes of the Demand Resource 

exemption only if the individual locations within the offer are tracked and supported 

Demand Resources that cleared prior to December 19, 2019 either on their own (i.e., 

individually) or as part of an offer from an aggregator or Curtailment Service Provider.27  

In explaining this, the Commission rejected PJM’s proposed approach that utility-based 

residential load curtailment programs be tracked based on the total number of participating 

customers prior to December 19, 2019.28  

2. PJM compliance language 

Consistent with the October 15 Order, PJM is removing the parenthetical statement 

“(or for utility-based residential load curtailment program, based on the total number of 

participating customers)” from Tariff, Attachment DD, section 5.14(h-1)(7)(A)(i) so that 

utility-based residential end-use customers would qualify for the categorical Demand 

Resource and Energy Efficiency exemption only if the individual end-use location was 

represented in a registration and linked to a Demand Resource prior to December 19, 

2019.29  In other words, similar to commercial and industrial locations, only individual 

residential customer locations that participated as a Demand Resource and cleared in an 

RPM Auction prior to December 19, 2019 (or submitted to PJM no later than 45 days prior 

to the BRA for the 2022/2023 Delivery Year), would be deemed to comprise a resource 

that is eligible for the Demand Resource and Energy Efficiency Resource Exemption.30   

                                                 
27 October 15 Order at P 143. 

28 October 15 Order at P 144. 

29 There are approximately 1.1 million utility-based residential demand response locations and 14,000 

commercial and industrial locations that currently participate as Demand Resources. PJM will modify the 

existing utility-based residential location aggregation procedures to ensure that individual locations are 

tracked consistent with the MOPR rules.  

30 Given that the October 15 Order rejected PJM’s proposed modifications relating to residential utility-based 

Demand Resources in Tariff, Attachment K – Appendix, sections 8.4 and 8.11, and the parallel provisions in 
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E. Consistent with the October 15 Order, PJM Will Allow Self-Supply 
Entities to Elect the Competitive Exemption Where the Underlying 
Capacity Resource Does Not Receive a Financial Benefit as a Result of 
Being Owned by a Regulated Utility. 

1. Commission directive 

In the October 15 Order, the Commission found that there may be instances where 

a Self-Supply Entity could own a Capacity Resource that may be sufficiently isolated from 

that Self-Supply Entity’s rate-based cost recovery, such that the resource could be 

considered to not receive a State Subsidy, regardless of whether it is owned or controlled 

by a Self-Supply Entity.31  In such circumstances, the Commission stated that it would be 

appropriate for a Self-Supply Entity that owns or controls a Capacity Resource with State 

Subsidy to elect to forgo such subsidy and elect the competitive exemption.32     

2. PJM compliance language 

In compliance with the October 15 Order, PJM will allow a Self-Supply Entity that 

owns or controls a Capacity Resource with State Subsidy that is sufficiently isolated from 

that Self-Supply Entity’s rate-based cost recovery to elect the competitive exemption.  An 

example of this scenario is a solar facility that is ring-fenced and not supported by a 

vertically integrated utility.  In such circumstances, a Self-Supply Entity that owns or 

controls a sufficiently isolated Capacity Resource with State Subsidy may elect to forgo all 

State Subsidies that the underlying resource is entitled to receive and not be subject to the 

MOPR Floor Offer Price.  In order for a Self-Supply Entity to avail itself to the competitive 

                                                 
Operating Agreement, Schedule 1, sections 8.4 and 8.11, PJM is not enclosing tariff sheets that revert these 

sections back to the original language since revised versions were rejected. See October 15 Order at P 143 

n.258. 

31 October 15 Order at P 166. 

32 October 15 Order at P 166. 
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exemption, however, the Self-Supply Entity must certify that the Capacity Resource will 

not accept any form of State Subsidy, and that the underlying resource will also not receive 

any financial benefit as a result of being owned by a regulated utility.  Ultimately, the retail 

ratepayers of the Self-Supply Entity must be held harmless for any costs associated with 

the isolated Capacity Resource.  

Consistent with the Commission’s directive and the aforementioned approach, PJM 

is revising Tariff, Attachment DD section 5.14(h-1)(4)(A), as shown in blackline below: 

A Capacity Resource with State Subsidy may be exempt from the Minimum 

Offer Price Rule under this subsection 5.14(h-1) in any RPM Auction if the 

Capacity Market Seller certifies to the Office of Interconnection, in 

accordance with the PJM Manuals, that the Capacity Market Seller of such 

Capacity Resource elects to forego receiving any State Subsidy for the 

applicable Delivery Year no later than thirty (30) days prior to the 

commencement of the offer period for the relevant RPM Auction. 

Notwithstanding the foregoing, the competitive exemption is not available 

to Capacity Resources with State Subsidy that (A) are owned or offered by 

Self-Supply Entities, unless the Self-Supply Entity certifies, subject to PJM 

and Market Monitor review, that the Capacity Resource will not accept a 

State Subsidy, including any financial benefit that is the result of being 

owned by a regulated utility, such that retail ratepayers are held 

harmless . . . . 

F. PJM Will Apply the Asset Life Ban to a Capacity Resource that Clears 
an RPM Auction Without Being Subject to a MOPR Floor Offer Price 
but Subsequently Accepts a State Subsidy. 

1. Commission directive 

In the October 15 Order, the Commission directed PJM to modify the application 

of the asset life ban provision.33  Specifically, the Commission rejected PJM’s approach to 

apply the asset life ban to only new resources that elected the competitive exemption but 

subsequently accepts a State Subsidy between the period it clears the auction and its first 

delivery year.  Instead, the Commission stated that a Capacity Resource that clears the 

                                                 
33 October 15 Order at PP 168-69. 
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capacity market in its first year and is not subject to a MOPR Floor Offer Price (either 

under the Competitive Exemption or because it certifies that it is not State Subsidized), but 

subsequently accepts a State Subsidy at any point during its applicable asset life, will be 

banned from participating in the RPM Auctions from that point forward for a period of 

years equal to the remaining applicable asset life for that resource.34   

2. PJM compliance language 

Consistent with the October 15 Order, PJM is revising the asset life ban provision 

so that any new Capacity Resource that clears an RPM Auction without first being subject 

to a MOPR Floor Offer Price, but subsequently accepts a State Subsidy at any point within 

the default asset life of such resource type, will be banned from participating in any RPM 

Auction from that point forward for the remaining applicable default asset life.  Under this 

revised rule, a New Entry Capacity Resource with State Subsidy that elected the 

competitive exemption, but subsequently accepts a State Subsidy, would be prohibited 

from participating in the RPM Auctions for the remaining life of the asset.  In addition, this 

modified approach would also prohibit a Capacity Resource from participating in RPM 

Auctions if it was not entitled to a State Subsidy when it first cleared an RPM Auction (and 

thus was not subject to the MOPR), but later becomes a Capacity Resource with State 

Subsidy, and does not promise to forgo all State Subsidies to which it is entitled at any 

point during the resource’s remaining asset life.  

PJM provides the following scenarios to better illustrate this revised rule.  A 

Capacity Resource that is not entitled to a State Subsidy and clears the RPM Auction for 

the first time starting with the 2022/2023 Delivery Year would be banned from 

                                                 
34 October 15 Order at P 168.  
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participating in RPM Auctions if it accepts a State Subsidy at any point during the 

applicable asset life of the resource—even if such resource is later offered and clears above 

Net CONE.  Similarly, the same prohibition for accepting a State Subsidy during the 

applicable asset life applies to a Capacity Resource with State Subsidy that elects the 

competitive exemption and clears an RPM Auction in its first year.  In contrast, a Capacity 

Resource that was not entitled to a State Subsidy that cleared an RPM Auction prior to the 

2022/2023 Delivery Year and subsequently becomes entitled to a State Subsidy would fall 

under the definition of Cleared Capacity Resource with State Subsidy.  Thus, in this 

scenario, if such resource later becomes entitled to a State Subsidy, it would be required to 

offer at a MOPR Floor Offer Price at or above the applicable Net ACR.  Further, the asset 

life ban would not apply in this particular scenario since the ban does not apply to a Cleared 

Capacity Resource with State Subsidy.   

As clarified by the Commission, the applicable asset life for such resource will be 

based on the number of years that is used to set the default MOPR Floor Offer Price when 

the resource first cleared an RPM Auction.35  Further, consistent with the Commission’s 

clarification, the clock for the asset life begins when the resource first clears an RPM 

Auction.  Lastly, the asset life ban provision will not apply beyond the applicable asset life 

of the resource—even if the resource subsequently accepts a State Subsidy after electing 

the competitive exemption.   

To effectuate this revision, PJM is amending Tariff, Attachment DD, section 

5.14(h-1)(4)(B)(i) in accordance with the October 15 Order, as shown in blackline below: 

The Capacity Market Seller shall not receive a State Subsidy for any 

part of the relevant Delivery Year in which it elects a competitive 

                                                 
35 October 15 Order at P 169. 
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exemption or certifies that it is not a Capacity Resource with State 

Subsidy.  In furtherance of this prohibition, if a Capacity Resource 

that (1) is a New Entry Capacity Resource with State Subsidy that 

elects the competitive exemption in subsection (4)(A) above and 

clears an RPM Auction for a given Delivery Year, but prior to the 

end of that Delivery Year  the asset life that PJM used to set the 

applicable default New Entry MOPR Floor Price in the RPM 

Auction that the New Entry Capacity Resource with State Subsidy 

first cleared, elects to accept a State Subsidy for the associated 

Delivery Year or an earlier Delivery Year or (2) is not a Capacity 

Resource with State Subsidy at the time of the RPM Auction for the 

Delivery Year for which it first cleared an RPM Auction but prior 

to the end of that Delivery Year   the asset life that PJM used to set 

the applicable default New Entry MOPR Floor Price in the RPM 

Auction that the Capacity Resource first cleared, receives a State 

Subsidy for the associated Delivery Year or an earlier Delivery 

Year, or (3) in the case of Demand Resource, is an end-use customer 

location MW that receives a State Subsidy and is included in a 

Demand Resource Registration pursuant to RAA, Schedule 6 to 

satisfy a Demand Resource commitment that was not designated as 

a Capacity Resource with State Subsidy at the time it cleared the 

relevant RPM Auction, then the Capacity Market Seller of that 

Capacity Resource or end-use customer location MW shall not 

receive RPM revenues for such resource or end-use customer 

location MW for any part of that Delivery Year and may not 

participate in any RPM Auction with such resource or end-use 

customer location MW, or be eligible to use such resource or end-

use customer location MW as replacement capacity starting June 1 

of the Delivery Year after the Capacity Market Seller or end-use 

customer location MW first receives the State Subsidy and 

continuing for the remainder of the asset life that PJM used to set 

the applicable default New Entry MOPR Floor Price in the RPM 

Auction that the Capacity Resource first cleared (a period of 20 

years, except for battery energy storage, for which such participation 

restriction shall apply for a period of 15 years).  

G. Consistent with the October 15 Order, Capacity Resources that Clear 
an RPM Auction Before Receiving or Becoming Entitled to Receive a 
State Subsidy Shall Be Deemed New Entry Capacity Resources with 
State Subsidy Once They Become Entitled to a Receive a State Subsidy.   

1. Commission directive 

In the October 15 Order, the Commission explained that any Capacity Resource 

that clears an RPM Auction but subsequently receives or becomes entitled to receive a 
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State Subsidy should be deemed a New Entry Capacity Resource with State Subsidy once 

they become entitled to receive a State Subsidy.36  The Commission reasoned that this is 

necessary to close a loophole where a resource may not be eligible for a State Subsidy at 

the time of the capacity market qualification process, but later becomes eligible for such a 

subsidy before or during the relevant Delivery Year.37 

2. PJM compliance language 

In accordance with the October 15 Order, PJM is amending the definitions of 

“Cleared Capacity Resource with State Subsidy” and “New Entry Capacity Resource with 

State Subsidy,” so that starting with the upcoming BRA (i.e., the 2022/2023 Delivery 

Year), a Capacity Resource that clears an RPM Auction but subsequently receives or 

becomes entitled to receive a State Subsidy would continue to be deemed a New Entry 

Capacity Resource with State Subsidy.  With this revision, a Capacity Resource with State 

Subsidy effectively must first clear an RPM Auction based on the MOPR Floor Offer Price 

for a new resource (i.e., Net CONE) before it can ever qualify as a Cleared Capacity 

Resource with State Subsidy.  In this way, the provision that bans a New Entry Capacity 

Resource with State Subsidy from participating in the RPM Auctions for the applicable 

asset life will be also applicable if a Capacity Market Seller elects the competitive 

exemption for the New Entry Capacity Resource with State Subsidy and subsequently 

accepts a subsidy. 

To effectuate this modification, PJM is removing from the definition of “Cleared 

Capacity Resource with State Subsidy” language that a previously cleared Capacity 

                                                 
36 October 15 Order at P 171. 

37 October 15 Order at P 171.  
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Resource before it received or became entitled to receive a State Subsidy would be deemed 

a Cleared Capacity Resource with State Subsidy.38  Similarly, PJM is also removing 

language from the definition of “New Entry Capacity Resource with State Subsidy,” 

indicating that a previously cleared Capacity Resource before it received or became entitled 

to receive a State Subsidy would not be deemed a New Entry Capacity Resource with State 

Subsidy.39  With these changes, a Capacity Resource that clears an RPM Auction but 

subsequently receives or becomes entitled to receive a State Subsidy would continue to be 

deemed a New Entry Capacity Resource with State Subsidy consistent with the 

Commission’s directive.   

H. Consistent with the October 15 Order, Capacity Market Sellers’ 
Forfeited Capacity Revenues Will be Allocated Across All PJM Load. 

1. Commission directive 

In the October 15 Order, the Commission directed PJM to revise the Tariff language 

to provide that capacity revenues that are forfeited from resources that accept a State 

Subsidy in a Delivery Year after clearing the RPM Auction should be allocated across all 

loads that are not part of a Fixed Resource Requirement plan in PJM.40   In doing so, the 

Commission explained that under PJM’s initial proposal, allocating forfeited capacity 

revenues to the subsidizing load could create a perverse incentive because it does not ensure 

that states bear the costs of their action.41    

                                                 
38 See proposed Tariff – Definitions (Cleared Capacity Resource with State Subsidy). 

39 See proposed Tariff – Definitions (New Entry Capacity Resource with State Subsidy). 

40 October 15 Order at P 174. 

41 October 15 Order at P 173. 
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2. PJM compliance language 

In accordance with the October 15 Order, PJM is revising the Tariff to allow for 

the allocation of any forfeited capacity revenues across all loads that are not part of an 

Fixed Resource Requirement plan.  To clarify, this forfeited capacity revenue is a result of 

a Capacity Market Seller that elected the competitive exemption but subsequently accepts 

a State Subsidy for that Delivery Year.  Under this approach, PJM will not be required to 

determine the load that subsidized a particular Capacity Resource that violates the 

Competitive Exemption.  Instead, all forfeited capacity revenues will be allocated across 

all loads irrespective of the load that paid for the underlying State Subsidy.  

To effectuate this provision, PJM is revising Tariff, Attachment DD, 

section 5.14(h-1)(4)(B)(iii), as shown in blackline below: 

Any revenues returned to the Office of the Interconnection pursuant to the 

preceding subsections (i) and (ii) shall be allocated to the relevant load that 

paid for the State Subsidy (to the extent possible). If the Office of 

Interconnection cannot identify the relevant load responsible for the State 

Subsidy, then the returned revenues would be allocated across all load in 

the RTO that has not selected the FRR Alternative.  Such revenues shall be 

distributed on a pro-rata basis to such LSEs that were charged a Locational 

Reliability Charge based on their Daily Unforced Capacity Obligations. 

 

I. In Compliance with the October 15 Order, the Default MOPR Floor 
Offer Price for Generation-Backed Demand Resources Will Be Based 
on the Corresponding Generator Technology Type. 

1. Commission directive 

In the October 15 Order, the Commission accepted PJM’s proposed gross CONE 

and ACR values for diesel-backed demand response reflected in the generation-backed 

Demand Resource values.42  However, the Commission rejected PJM’s proposal to use 

                                                 
42 October 15 Order at P 229. 
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these same values for other types of behind-the-meter generation.43  Instead, the 

Commission explained that to the extent a behind-the-meter resource is of a technology 

type for which a default floor values of a front-of-the-meter resource is enumerated in the 

Tariff, that default offer price floor will apply.44  Any generation-backed Demand Resource 

that is not diesel powered or of a technology type that does not have default floor values 

would be required to seek the Resource-Specific Exception.45 

2. PJM compliance language 

In accordance with the October 15 Order, PJM is revising the rules to clarify that 

only generation-backed Demand Resources with a diesel generator may use the default 

diesel-backed Demand Resource MOPR Floor Offer Price.46  The default MOPR Floor 

Offer Price for non-diesel behind-the-meter resource types will be the same default MOPR 

Floor Offer Price applicable to their technology type (i.e., same MOPR Floor Offer Price 

as front-of-the-meter resources of the same technology).  If the behind-the-meter resource 

is of a technology type that does not have a default CONE or ACR value, then the Capacity 

Market Seller of such generation-backed Demand Resource that is a Capacity Resource 

with State Subsidy would be required to seek a resource-specific MOPR Floor Offer 

Price47. 

                                                 
43 October 15 Order at P 229. 

44 October 15 Order at P 231. 

45 October 15 Order at P 231. 

46 Given that this value can only be used by diesel-backed Demand Resources, PJM is also replacing 

generation-backed Demand Resource with diesel-backed Demand Resource in the default values section of 

the Tariff. See proposed Tariff, Attachment DD, sections (h-1)(2)(A) & (B). 

47 There were approximately 340 natural gas reciprocating engines that were registered as generation-backed 

Demand Resources in the 2019/2020 Delivery Year. Since this technology does not have a default MOPR 

Floor Offer Price, such behind-the-meter generation would be required to use the resource-specific exception 

process, if appropriate.  
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To effectuate this revised approach, PJM is modifying Tariff, Attachment DD, 

section (h-1)(2)(A) to add the following language for generation-backed Demand 

Resources with respect to the new entry MOPR Floor Offer Price: 

For generation-backed Demand Resources that are not powered by 

diesel generators, the default New Entry MOPR Floor Offer Price 

shall be the default New Entry MOPR Floor Offer Price applicable 

to their technology type.  Generation-backed Demand Resources 

using a technology type for which there is no default MOPR Floor 

Offer Price provided in accordance with this section must seek a 

resource-specific value determined in accordance with the resource-

specific MOPR Floor Offer Price process in Tariff, Attachment DD, 

section 5.14(h-1)(3) below to participate in an RPM Auction. 

 

Likewise, PJM is also modifying Tariff, Attachment DD, section (h-1)(2)(B) to add 

the following language regarding generation-backed Demand Resources with respect to 

the cleared MOPR Floor Offer Price: 

For generation-backed Demand Resources that are not powered by 

diesel generators, the default Cleared MOPR Floor Offer Price shall 

be the default Cleared MOPR Floor Offer Price applicable to their 

technology type.  Generation-backed Demand Resources using a 

technology type for which there is no default MOPR Floor Offer 

Price provided in accordance with this section must seek a resource-

specific value determined in accordance with the resource-specific 

MOPR Floor Offer Price process in Tariff, Attachment DD, section 

5.14(h-1)(3) below to participate in an RPM Auction. 

J. In Compliance with the October 15 Order, the Resource-Specific 
MOPR Floor Offer Price for Generation-Backed Demand Resources 
Must Be Based on All Costs Associated with the Generation Unit that 
Supports the Demand Resource.  

1. Commission directive 

The October 15 Order rejected PJM’s proposal that Capacity Market Sellers of 

generation-backed Demand Resources seeking a resource-specific MOPR Floor Offer 

Price may use either (1) an offer that considers only costs related to participating in the 

capacity market and meeting a capacity commitment or (2) an offer that considers all costs 
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and permissible revenues.48  Specifically, the Commission rejected the proposed first 

option because behind-the-meter resources should not be treated differently from front-of-

the-meter resources.  Accordingly, the Commission directed PJM to remove this first 

method for calculating a resource-specific offer price floor for generation-backed demand 

response, for both New Entry and Cleared Capacity Resources with State Subsidy.49 

2. PJM compliance language 

As directed by the October 15 Order, PJM is removing the ability for Capacity 

Market Sellers of generation-backed Demand Resources to seek a resource-specific MOPR 

Floor Offer Price based on all costs associated with participation in the capacity market 

and meeting a capacity commitment.  Instead, Capacity Market Sellers of generation-

backed Demand Resources may seek a resource-specific MOPR Floor Offer Price based 

on all costs associated with the actual generation unit supporting the Demand Resource and 

offset by demand charge management benefits or other avoided retail level charges.  

Given that a Capacity Market Seller seeking a resource-specific MOPR Floor Offer 

Price will not be allowed to use the cost of participation in the capacity market, supporting 

documentation that provides a business case or regulatory requirement to support the 

installation of the behind-the-meter generator is no longer relevant.  This is because such 

documentation is not related to the actual cost of installing the behind-the-meter generator 

and is inconsistent with the resource-specific determination for front-of-the-meter 

generation.  Instead, Capacity Market Sellers of generation-backed Demand Resources 

would need to provide supporting documentation for the actual cost of the generating unit 

                                                 
48 October 15 Order at P 282. 

49 October 15 Order at P 282. 
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and offset such costs that identifies the annual retail avoided cost from the operation of 

such generation unit.  Thus, consistent with this rationale and the Commission’s intent, 

PJM is also removing the phrase “or the business case to support installation of the 

generator or regulatory requirements where the generator would be required absent 

participation in the Reliability Pricing Model” from Tariff, Attachment DD, section 5.14(h-

1)(3)(B), with respect to relevant supporting documentation to avoid potential confusion, 

since this provision was only intended to support the costs of participation in the capacity 

market.  

Based on the foregoing, PJM is modifying Tariff, Attachment DD, section 5.14(h-

1)(3)(B) as it relates to generation-backed Demand Resource for a New Entry Capacity 

Resource with State Subsidy, as shown in blackline below: 

For generation-backed Demand Resources, the determination of a resource-

specific MOPR Floor Offer Price shall only consider the resource’s costs 

related to participation in the Reliability Pricing Model and meeting a 

capacity commitment. The Capacity Market Seller must provide supporting 

documentation (at the end-use customer level) of the cost associated with 

participation as a   Demand Resource and an attestation from the Demand 

Resource that all other costs are not related to participation as a Demand 

Resource, such as the costs associated with installation and operation of the 

generation unit, and will be accrued and paid regardless of participation in 

the Reliability Pricing Model. To the extent the Capacity Market Seller 

includes all costs associated with the generation unit supporting the Demand 

Resource, and then demand charge management benefits at the retail level 

(as supported by documentation at the end-use customer level) may also be 

considered as an additional offset to such costs. Supporting documentation 

(at the end-use customer level) may include, but is not limited to, historic 

end-use customer bills and associated analysis that identifies the annual 

retail avoided cost from the operation of such generation unit or the business 

case to support installation of the generator or regulatory requirements 

where the generator would be required absent participation in the Reliability 

Pricing Model. 
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Similarly, PJM is modifying Tariff, Attachment DD, section 5.14(h-1)(3)(C) as it 

relates to generation-backed Demand Resource for a Cleared Capacity Resource with State 

Subsidy, as shown in blackline below: 

The resource-specific MOPR Floor Offer Price for a Cleared Capacity 

Resource with State Subsidy that is a generation-backed Demand Resource 

will be determined based on only costs associated with the resource 

participating in the Reliability Pricing Model and satisfying a capacity 

commitment or, to the extent the Capacity Market Seller includes all costs 

associated with the generation unit supporting the Demand Resource, then 

and demand charge management benefits at the retail level (as supported by 

documentation at the end-use customer level) may also be considered as an 

additional offset to such costs.  Supporting documentation (at the end-use 

customer level) may include but is not limited to, historic end-use customer 

bills and associated analysis that identifies the annual retail avoided cost 

from the operation of such generation unit or the business case to support 

installation of the generator or regulatory requirements where the generator 

would be required absent participation in the Reliability Pricing Model. 

 

K. PJM Is Modifying the Deadline for Capacity Market Sellers to Notify 
PJM of a Change in State Subsidy Status. 

1. Commission directive 

In the October 15 Order, the Commission directed PJM to extend the proposed five 

day deadline for Capacity Market Sellers to notify PJM of any changes in State Subsidy 

status.50  More particularly, the Commission found it appropriate and reasonable to extend 

the timeframe for this notification to be within 30 days of a change in State Subsidy status.51  

In the event a material change in State Subsidy status occurs within 30 days of an RPM 

Auction, the timeframe for notifying PJM of such change must be no less than five days 

prior to the applicable RPM Auction. 

                                                 
50 October 15 Order at P 327. 

51 October 15 Order at P 327. 

Document Accession #: 20201113-5138      Filed Date: 11/13/2020



25 

2. PJM compliance language 

In compliance with the October 15 Order, PJM is changing the deadline, from five 

days to 30 days, for Capacity Market Sellers to notify PJM of any material changes in a 

Capacity Resource’s State Subsidy Status.  To reiterate, the requirement to notify PJM of 

a material change in State Subsidy status outside of the pre-auction requirements applies 

only when such material change results in an unsubsidized Capacity Resource becoming a 

Capacity Resource with State Subsidy or vice versa.  For instance, if a Capacity Resource 

is entitled to more than one State Subsidy, the Capacity Market Seller would not be required 

to certify to PJM of a change in status if it later becomes entitled to another State Subsidy 

(or is no longer entitled to a State Subsidy).  This approach is reasonable because a Capacity 

Resource that is already entitled to one State Subsidy would still be deemed a Capacity 

Resource with State Subsidy irrespective of whether it later becomes entitled to another 

State Subsidy.  In contrast, where a Capacity Resource was not previously entitled to a 

State Subsidy but later becomes entitled to one, the Capacity Market Seller of such resource 

must notify PJM of the change in status within 30 days of such change.   

In the event the change in State Subsidy status occurs within 30 days of an RPM 

Auction, the Capacity Market Seller will be required to notify PJM of such change no later 

than five days prior to the conduct of the applicable RPM Auction.  To be clear, the 

existence of this provision does not negate the requirement for Capacity Market Sellers to 

certify to PJM any change in State Subsidy no later than 120 days prior to the following 

RPM Auction, as detailed in Tariff, Attachment DD, section 5.14(h-1)(1)(C)(i). 
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Based on the foregoing, PJM is revising Tariff, Attachment DD, section 5.14(h-

1)(1)(C)(iii), as follows:52 

Once a Capacity Market Seller has certified a Capacity Resource as a 

Capacity Resource with a State Subsidy, the status of such Capacity 

Resource will remain unchanged unless and until the Capacity Market 

Seller (or a subsequent Capacity Market Seller) that owns or controls such 

Capacity Resource provides a certification of a change in such status, the 

Office of the Interconnection removes such status, or by FERC order.  All 

Capacity Market Sellers shall have an ongoing obligation to certify to the 

Office of Interconnection and the Market Monitoring Unit a Capacity 

Resource’s material change in status as a Capacity Resource with State 

Subsidy within 530 days of such material change, unless such material 

change occurs within 30 days of the commencement of the offer period of 

any RPM Auction for the 2022/2023 Delivery Year and all subsequent 

Delivery Years, in which case the Market Seller must notify PJM no later 

than 5 days prior to the commencement of the offer period of any RPM 

Auction for the 2022/2023 Delivery Year and all subsequent Delivery 

Years.  Nothing in this provision shall supersede the requirement for all 

Capacity Market Sellers to certify to the Office of Interconnection whether 

its resource meets the criteria of a Capacity Resource with State Subsidy 

pursuant to Tariff, Attachment DD, section 5.14(h-1)(1)(C)(i). 

L. PJM Clarifies that a Capacity Market Seller May Utilize a Timely 

Submitted Resource-Specific MOPR Floor Offer Price Even When No 

Certification of State Subsidy Is Timely Made. 

1. Commission directive 

The October 15 Order directs PJM to clarify that if a Capacity Market Seller fails 

to timely certify whether or not a particular Capacity Resource is entitled to or receives a 

State Subsidy, the Capacity Market Seller may still utilize a resource-specific MOPR Floor 

Offer Price for such resource if it timely submitted a resource-specific exception for the 

relevant Delivery Year.53 

                                                 
52 The following language is identical to the proposed revision shown in PJM’s June 3 Answer, which is 

referenced in the October 15 Order at P 327 n.549. See June 3 Answer at 5. 

53 October 15 Order at P 328. 

Document Accession #: 20201113-5138      Filed Date: 11/13/2020



27 

2. PJM compliance language 

Consistent with the Commission’s order, PJM is maintaining the rule that a 

Capacity Resource would be deemed a Capacity Resource with State Subsidy if the 

Capacity Market Seller fails to certify whether or not such resource is entitled to or receives 

a State Subsidy.  The only exception to this general rule is if a Capacity Market Seller 

obtains a waiver from the Commission for missing the deadline to certify.  In compliance 

with the October 15 Order, PJM is clarifying that a Capacity Market Seller that seeks a 

resource-specific exception for a particular Capacity Resource for the relevant Delivery 

Year may utilize such resource-specific MOPR Floor Offer Price even if the seller 

neglected to timely certify that the resource is or is not a Capacity Resource with State 

Subsidy.  Notably, the fact that a Capacity Market Seller may have submitted a resource-

specific exception request does not negate the classification of the resource as a Capacity 

Resource with State Subsidy if the Capacity Market Seller did not provide a timely 

certification.  To make this distinction clear, PJM is proposing a slight modification to the 

Commission-directed language so that the tariff language cannot be read to mean that a 

Capacity Market Seller that fails to certify whether or not a resource is a Capacity Resource 

with State Subsidy could simply escape the MOPR by timely submitting a resource-

specific exception request, and that resource would no longer be deemed a Capacity 

Resource with State Subsidy.54  

                                                 
54 Without the proposed modification to the Commission-directed language in paragraph 329 of the October 

15 Order, the relevant sentence would state the following: “A Capacity Resource shall be deemed a Capacity 

Resource with State Subsidy if the Capacity Market Seller fails to timely certify whether or not a Capacity 

Resource is entitled to a State Subsidy, unless . . . the Capacity Resource sought for the relevant Delivery 

Year a resource-specific exception pursuant to Tariff, Attachment DD, section 5.14(h-1)(3).” 
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Based on the foregoing, and consistent with the Commission’s intent, PJM is 

proposing to make the following modifications to Tariff, Attachment DD, section 5.14(h-

1)(1)(C)(i), as shown in relevant part below: 

A Capacity Resource shall be deemed a Capacity Resource with State 

Subsidy if the Capacity Market Seller fails to timely certify whether or not 

a Capacity Resource is entitled to a State Subsidy, unless the Capacity 

Market Seller receives a waiver from the Commission.  Notwithstanding, if 

a Capacity Market Seller submits a timely or the Capacity Resource 

previously received a resource-specific exception pursuant to Tariff, 

Attachment DD, section 5.14(h-1)(3) for the relevant Delivery Year, and 

PJM approves the resource-specific MOPR Floor Offer Price, then the 

Capacity Market Seller may use such floor price regardless of whether it 

timely certified whether or not the resource is a Capacity Resource with 

State Subsidy.   

 

M. In Compliance with the October 15 Order, Capacity Market Sellers May 

Not Replace an Unsubsidized Capacity Resource’s Commitment with that 

of a Capacity Resource with State Subsidy. 

1. Commission directive 

In the October 15 Order, the Commission rejected PJM’s proposal to allow 

Capacity Market Sellers to enter into short-term bilateral transactions that would allow 

replacement of an unsubsidized Capacity Resource’s commitment with that of a Capacity 

Resource with State Subsidy.55  Instead, the Commission directed PJM to give no effect to 

any bilateral transaction that attempts to replace an unsubsidized Capacity Resource’s 

commitment with that of a Capacity Resource with State Subsidy, regardless of the term 

of that transaction.  Similarly, the Commission explained that Capacity Market Sellers 

should not be allowed to replace an unsubsidized resource with a Capacity Resource with 

State Subsidy within a Capacity Market Seller’s portfolio because a seller may “game the 

                                                 
55 October 15 Order at P 373. 
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expanded MOPR by switching the capacity obligations within its portfolio to alternative 

resources.”56 

2. PJM compliance language 

In compliance with the Commission’s October 15 Order, PJM will give no effect 

to bilateral transactions that attempt to satisfy a Capacity Market Seller’s commitments of 

unsubsidized Capacity Resources with that of Capacity Resources with State Subsidies, 

regardless of whether such transaction is short or long term.  This will ensure that no 

Capacity Resource with State Subsidy (that does not otherwise qualify for a categorical 

exemption or did not elect the competitive exemption) can be used to replace a Capacity 

Market Seller’s capacity commitments of unsubsidized resources.    

More particularly, a Capacity Market Seller may not enter into bilateral transactions 

or submit replacement transactions that attempts to utilize available capacity of a Capacity 

Resource with State Subsidy for which the Capacity Market Seller has not elected to forego 

receipt of any State Subsidy for the relevant Delivery Year, and does not qualify for one of 

the categorical exemptions to replace the commitment of a Capacity Resource: (1) is not a 

Capacity Resource with State Subsidy; (2) is a Capacity Resource with State Subsidy for 

which the Capacity Market Seller elected the competitive exemption or reported that it will 

forego receipt of any State Subsidy for the relevant Delivery Year; or (3) a Capacity 

Resource with State Subsidy that qualifies for one of the categorical exemptions.  On the 

other hand, a commitment for a Capacity Resource with State Subsidy may be replaced by 

(1) any other Capacity Resource with State Subsidy57 or (2) an available Capacity Resource 

                                                 
56 October 15 Order at P 373. 

57 In the event a Capacity Market Seller seeks to replace the commitment of a Capacity Resource with State 

Subsidy that was subject to the MOPR Floor Offer Price with another Capacity Resource with State Subsidy, 
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that is not entitled to or receives a State Subsidy.  This is appropriate as it ensures that no 

Capacity Resource that receives a capacity commitment without being subject to the 

MOPR Floor Offer Price could be replaced by a Capacity Resource with State Subsidy that 

accepts such subsidy.  

To effectuate the forgoing, PJM is revising Tariff, Attachment DD, section 4.6(e), 

as shown in blackline below: 

Effective with the 2022/2023 Delivery Year, any short-term 

bilateral transaction (one year or less) provided for in this section 

4.6 for replacement capacity shall be given no effect in satisfying 

the buyer’s obligations under this Attachment DD to the extent that 

the resource that is the subject of the transaction is a Capacity 

Resource with State Subsidy for which the Capacity Market Seller 

has not elected to forego receipt of any State Subsidy for the relevant 

Delivery Year and does not qualify for one of the categorical 

exemptions described in Tariff, Attachment DD, sections 5.14(h-

1)(5) through 5.14(h-1)(8) and the purchased capacity is then used 

to replace capacity from a Capacity Resource that (1) is not a 

Capacity Resource with State Subsidy or (2) is a Capacity Resource 

with State Subsidy for which the Capacity Market Seller elected the 

competitive exemption pursuant Tariff, Attachment DD, section 

5.14(h-1)(4) or reported that it will forego receipt of any State 

Subsidy for the relevant Delivery Year, all as in accordance with the 

PJM Manuals. 

In addition to these Tariff revisions, PJM will make conforming changes to the PJM 

manual to clarify that the same prohibition applies to a Capacity Resource with State 

Subsidy used to substitute the commitment of an unsubsidized Capacity Resource through 

replacement transactions within a Capacity Market Seller’s portfolio (outside of any 

                                                 
no restrictions would be placed on such transaction irrespective of the resource type, which may have 

different MOPR Floor Offer Prices. 
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bilateral transaction).58  This modification is consistent with the October 15 Order,59 and 

will be reflected in the governing documents.60 

N. In Compliance with the October 15 Order, PJM Is Removing Updated 

CONE Values from the Existing MOPR Section that Applies to Certain 

New Generation Capacity Resources that Are Not Capacity Resources 

with State Subsidy. 

1. Commission directive 

In the October 15 Order, the Commission did not accept changes to Tariff, 

Attachment DD, section 5.14(h) to the extent those substantive changes were unrelated to 

the replacement rate.61  Specifically, the Commission explained that it was outside the 

scope of the MOPR compliance filing to update, among other things, the gross CONE 

values pertaining to new resources that are not Capacity Resources with State Subsidy 

based on the values from the most recent quadrennial review of the Variable Resource 

Requirement Curve.62  Instead, the Commission accepted only the changes to existing 

Tariff, Attachment DD, section 5.14(h) that are limited to the clarifications between this 

                                                 
58 Specifically, the clarification that this prohibition includes replacement transactions within a Capacity 

Market Seller’s own portfolio will be made in PJM Manual 18, which contains guidance on replacement 

transactions. See PJM Manual 18: PJM Capacity Market, PJM Interconnection, L.L.C., section 8.8 (rev. 41, 

Jan. 1, 2019), http://www.pjm.com/-/media/documents/manuals/m18.ashx (“PJM Manual 18”). 

59 October 15 Order at P 373. 

60 PJM confirms, in response to the Market Monitor’s Request for Clarification, that revisions relating to 

replacement transactions within a Capacity Market Seller’s portfolio will be made in PJM Manual 18. See 

Request for Clarification of the Independent Market Monitor for PJM, Docket Nos. EL16-49-004, et al., at 3 

(Oct. 30, 2020). 

61 October 15 Order at P 377. 

62 October 15 Order at PP 375, 377. 
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existing section and the MOPR as applied to Capacity Resources with State Subsidy in 

Tariff, Attachment DD, section 5.14(h-1). 

2. PJM compliance language 

In compliance with the October 15 Order, PJM is removing all substantive updates 

made in Tariff, Attachment DD, section 5.14(h) related to the recent quadrennial review 

and reverting the language as it had existed prior to the MOPR compliance filings.  

Consistent with the Commission’s directive, PJM will retain the revision for the title of 

Tariff, Attachment DD, section 5.14(h) to “Minimum Offer Price Rule for Certain New 

Generation Capacity Resources that are not Capacity Resources with State Subsidy,” as 

well as the addition to Tariff, Attachment DD, section 5.14(h)(1), clarifying that such 

provisions do not apply to Capacity Resources with State Subsidy.  All other substantive 

revisions in this section 5.14(h) are reverted back to the relevant values that had existed 

prior to PJM’s compliance filings in these proceedings. 

II. MOTION TO REINSTATE DEADLINE FOR DEMAND RESOURCE SELL 

OFFER PLANS 

 

PJM respectfully moves, pursuant to Rule 212 of the Commission’s rules, 18 C.F.R. 

§ 385.212, to reinstate the pre-auction deadline for the submission of Demand Resource 

Sell Offer Plans.  PJM sought waiver of this deadline in its March 18 Compliance Filing, 

but inadvertently listed the deadline for this pre-auction activity as 21 days prior to the start 

of the RPM Auction.63  Since the Commission granted PJM’s requested waiver, the 

deadline for this particular pre-auction activity is currently 21 days prior to the RPM 

Auctions through the 2025/2026 Delivery Year.  The deadline for the submission of 

                                                 
63 March 18 Compliance Filing at Attachment A. 
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Demand Resource Sell Offer Plans, however, should remain 30 days prior to the auction 

for each RPM Auction consistent with the rules provided in Tariff, Attachment DD-1, 

section A.5 and the parallel provisions of the RAA, Schedule 6, section A.5.  In essence, 

PJM seeks in this motion to correct an inadvertent error for the Demand Sell Offer Plan 

deadline submitted in the March 18 Compliance Filing and restore the deadline for this 

pre-auction activity to 30 days prior to the RPM Auction for Demand Response Offer plans 

for the reasons stated below.64  

The retention of the deadline as 30 days prior to the RPM Auction for Demand 

Resource Sell Offer Plans would align with the deadline for when Capacity Market Sellers 

of Demand Resources and Energy Efficiency are required to certify whether or not they 

intend to offer into the RPM Auction a Capacity Resource with State Subsidy, as well as 

the deadline for submission of Energy Efficiency measurement and verification plans.65  

Given that the Demand Resource Sell Offer Plans must include information that supports 

the Demand Resource Provider’s intended Demand Resource Sell Offers, including 

whether the resource is a Capacity Resource with State Subsidy and, if so, whether it 

qualifies for a categorical exemption, leaving the deadline for Demand Resource Sell Offer 

Plans as 21 days prior to the RPM Auction would be counterintuitive.  That is, in Demand 

Resource Sell Offer Plans, Capacity Market Sellers are required to specify the type of end-

                                                 
64 This correction is reflected in the updated auction schedule included in this filing as Attachment A. Along 

with the aforementioned correction, PJM is also correcting the “Actionable Subsidy” reference with 

“Capacity Resource with State Subsidy” and the reference to election of the resource carve out with 

Competitive Exemption” in the updated auction schedule contained in Attachment A. Since there is no longer 

an “actionable subsidy” under the rules accepted by the Commission in the October 15 Order, PJM is 

replacing this reference with “Capacity Resource with State Subsidy” and updating the deadline for Capacity 

Market Sellers to certify whether or not a resource is a Capacity Resource with State Subsidy to 120 days 

prior to an RPM Auction, consistent with the Commission-accepted Tariff deadline in Tariff, Attachment 

DD, section 5.14(h-1). 

65 See RAA, Schedule 6, section L(2); Tariff, Attachment DD-1, section L(2). 
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use customer locations, which ultimately determine whether the Demand Resource is a 

Capacity Resource with State Subsidy, in the Demand Resource Sell Offer Plans.  

Requiring the Capacity Market Sellers to first certify whether the resource will consist of 

locations that would be deemed a Capacity Resource with State Subsidy prior to 

submission of the Demand Resource Sell Offer Plan could create inadvertent 

inconsistencies with the seller’s certification. 

Based on the foregoing, PJM is requesting that the Commission reinstate the 

deadline with respect to the Demand Resource sell offer plan from 21 days, as granted in 

the waiver, back to 30 days prior to the relevant RPM Auction.  

III. EFFECTIVE DATE 

 Consistent with the Commission’s October 15 Order, PJM requests that the 

revisions contained herein are effective as of October 15, 2020.  As noted above, PJM will 

be announcing the auction schedule for the next RPM Auctions, along with deadlines 

associated with the pre-auction activities, in the coming days.  

IV. DOCUMENTS ENCLOSED 

 PJM encloses the following: 

1. This transmittal letter; 

2. Attachment A: Updated RPM Pre-Auction Deadlines; 

3. Attachment B:  Revised sections of the Tariff (redlined version); and 

4. Attachment C: Revised sections of the Tariff (clean version). 
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V. COMMUNICATIONS 

Correspondence and communications with respect to this filing should be sent to 

the following persons: 

Craig Glazer 

Vice President – Federal Government Policy 

PJM Interconnection, L.L.C. 

1200 G Street, N.W., Suite 600 

Washington, D.C.  20005 

(202) 423-4743 

Craig.Glazer@pjm.com 

 

 

Chenchao Lu 

Counsel 

PJM Interconnection, L.L.C. 

2750 Monroe Boulevard 

Audubon, PA  19403 

(610) 666-2255 

Chenchao.Lu@pjm.com 
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VI. SERVICE 

PJM has served a copy of this filing on all PJM Members and on the affected state 

utility regulatory commissions in the PJM Region by posting this filing electronically.  In 

accordance with the Commission’s regulations,66 
 

PJM will post a copy of this filing to the 

FERC filings section of its internet site, located at the following link: 

http://www.pjm.com/documents/ferc-manuals/ferc-filings.aspx  with a specific link to the 

newly-filed document, and will send an email on the same date as this filing to all PJM 

Members and all state utility regulatory commissions in the PJM Region67 alerting them 

that this filing has been made by PJM and is available by following such link.  If the 

document is not immediately available by using the referenced link, the document will be 

available through the referenced link within 24 hours of the filing.   

Also, a copy of this filing will be available on the Commission’s eLibrary website 

located at the following link: http:/www.ferc.gov/docs-filing/elibrary.aspx in accordance 

with the Commission’s regulations and Order No. 714.68  

                                                 
66 See 18 C.F.R. §§ 35.2(e) & 385.2010(f)(3). 

67 PJM already maintains, updates, and regularly uses email lists for all PJM Members and affected state 

commissions. 

68 Electronic Tariff Filings, Order No. 714, 124 FERC ¶ 61,270 (2008), final rule, Order No. 714-A, 147 

FERC ¶ 61,115 (2014). 
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VII. CONCLUSION 

PJM respectfully requests that the Commission accept this compliance filing.  

      Respectfully submitted, 

         /s/Chenchao Lu  

Craig Glazer  

Vice President – Federal Government Policy  

PJM Interconnection, L.L.C. 

1200 G Street, N.W., Suite 600 

Washington, D.C. 20005 

(202) 423-4743 

craig.glazer@pjm.com 

 

Chenchao Lu 

Senior Counsel 

PJM Interconnection, L.L.C. 

2750 Monroe Boulevard 

Audubon, PA  19403 

(610) 666-2255 

Chenchao.Lu@pjm.com 

 

  

 Counsel for 

November 13, 2020 PJM Interconnection, L.L.C.
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CERTIFICATE OF SERVICE 

 

 I hereby certify that I have this day served the foregoing document upon each 

person designated on the official service list compiled by the Secretary in this proceeding. 

 Dated at Audubon, PA, this 13th day of November 2020. 

/s/ Chenchao Lu  

Chenchao Lu 
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Updated RPM Pre-Auction Deadlines  
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“Adjusted Days Prior” refer to PJM’s requested modified deadline for the corresponding activity prior to the relevant BRA. 
“Deadline” refers to the current Tariff imposed deadlines for the corresponding activity.  
 

 
Base Residual 

Auctions 
 

2022/2023 
Delivery 

Year 

2023/2024, 
2024/2025, and 

2025/2026 
Delivery Years 

Actor Pre-Auction Task or Activity Deadline, with Tariff Source 
Adjusted 

Days Prior 
Adjusted Days 

Prior 

PJM PJM solicits requests for Winter CIRs 
Aug. 31 of each calendar year (OATT IV 
Preamble) 170 145 

Seller 
Seller Final Must-Offer exception 
request (Deactivation) Dec. 1 prior to BRA (OATT DD 6.6) 162 135 

PJM PJM posts DR Zones of Concern Dec. 1 prior to BRA (OATT DD-1) 162 135 

Seller 
Seller Preliminary Must-Offer 
exception request (Deactivation) Sept. 1 prior to BRA (OATT DD 6.6) waived waived 

Seller 
Seller Peak-Shaving Adjustment 
Plans 

10 business days prior to Sept. 30 for next 
LF (OATT DD-2) 135 135 

Seller Seller request for Winter CIRs 
Oct. 31 prior to BRA (OATT IV 
Preamble) 135 135 

Seller Seller State Subsidy Certification 120 days prior to BRA (OATT DD 5.14)  120 120 

PJM 
Post Preliminary MOPR Screen 
Prices 

150 days prior to auction (OATT DD 
5.14) 150 150 

FRR 
Entity FRR first-time election 

4 months prior to BRA (RAA Schedule 
8.1.C) 121 121 
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Base Residual 

Auctions 
 

2022/2023 
Delivery 

Year 

2023/2024, 
2024/2025, and 

2025/2026 
Delivery Years 

Actor Pre-Auction Task or Activity Deadline, with Tariff Source 
Adjusted 

Days Prior 
Adjusted Days 

Prior 

Seller 
Seller unit-specific MOPR request & 
Self-Supply Exemption 120 days prior to BRA (OATT DD 5.14)  120 120 

Seller 
Seller unit-specific request (Must-
Offer, Offer Cap, EFORd) 120 days prior to auction (OATT 6.6) 120 120 

Seller Seller PRD Plan Jan. 15 prior to BRA (RAA Schedule 6.1) 117 117 
PJM PJM posts Planning Parameters Feb. 1 prior to BRA (M18; OATT DD 15) 100 100 
Market 
Monitor 

Market Monitor Determination 
(MOPR) 

90 days prior to auction (OATT M – 
Appendix) 90 90 

Market 
Monitor 

Market Monitor Determination 
(Must-Offer, Offer Cap, EFORd) 

90 days prior to auction (OATT M – 
Appendix) 90 90 

Seller 
Seller Notification to PJM (Must-
Offer, Offer Cap, EFORd) 

80 days prior to auction (OATT DD 5.14 
& 6.6) 80 80 

PJM 
PJM Determination (MOPR & Self-
Supply Exemption) 65 days prior to auction (OATT DD 5.14) 65 65 

PJM 
PJM Determination (Must-Offer, 
Offer Cap, EFORd) 

65 days prior to auction (OATT DD 5.14 
& 6.6) 65 65 

Seller 
Seller Notification of intent to 
exclude Must-Offer Exception MW 65 days prior to auction (OATT DD 6.6) 65 65 

FRR FRR termination of election 2 months prior to BRA (RAA Schedule 61 61 
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Base Residual 

Auctions 
 

2022/2023 
Delivery 

Year 

2023/2024, 
2024/2025, and 

2025/2026 
Delivery Years 

Actor Pre-Auction Task or Activity Deadline, with Tariff Source 
Adjusted 

Days Prior 
Adjusted Days 

Prior 

Entity 8.1.C) 
Seller Seller Confirmation of MOPR price 60 days prior to auction (OATT DD 5.14) 60 60 
FRR 
Entity FRR DR Plan 

15 business days prior to FRR Plan 
(OATT DD-1) 49 49 

Seller 
Seller needs ICTR/QTU certification 
of CETL increase 45 days prior to BRA (OATT DD 5.6.4) 45 45 

Seller 
Seller election to forgo State Subsidy 
(Competitive Exemption) 30 days prior to auction (OATT DD 5.14) 30 30 

FRR 
Entity FRR Capacity Plan 

1 month prior to BRA (RAA Schedule 
8.1.C) 30 30 

Seller Seller Energy Efficiency Plan 30 days prior to auction (OATT DD-1) 30 30 

Seller Seller DR Plan 
15 business days prior to auction (OATT 
DD-1) 30 30 
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Definitions – C-D 

 

Canadian Guaranty: 

 

“Canadian Guaranty” shall mean a Corporate Guaranty provided by an Affiliate of a Participant 

that is domiciled in Canada, and meets all of the provisions of Tariff, Attachment Q. 

 

Cancellation Costs: 

 

“Cancellation Costs” shall mean costs and liabilities incurred in connection with: (a) cancellation 

of supplier and contractor written orders and agreements entered into to design, construct and 

install Attachment Facilities, Direct Assignment Facilities and/or Customer-Funded Upgrades, 

and/or (b) completion of some or all of the required Attachment Facilities, Direct Assignment 

Facilities and/or Customer-Funded Upgrades, or specific unfinished portions and/or removal of 

any or all of such facilities which have been installed, to the extent required for the Transmission 

Provider and/or Transmission Owner(s) to perform their respective obligations under Tariff, Part 

IV and/or Tariff, Part VI. 

 

Capacity: 

 

“Capacity” shall mean the installed capacity requirement of the Reliability Assurance Agreement 

or similar such requirements as may be established. 

 

Capacity Emergency Transfer Limit: 

 

“Capacity Emergency Transfer Limit” or “CETL” shall have the meaning provided in the 

Reliability Assurance Agreement. 

 

Capacity Emergency Transfer Objective: 

 

“Capacity Emergency Transfer Objective” or “CETO” shall have the meaning provided in the 

Reliability Assurance Agreement. 

 

Capacity Export Transmission Customer: 

 

“Capacity Export Transmission Customer” shall mean a customer taking point to point 

transmission service under Tariff, Part II to export capacity from a generation resource located in 

the PJM Region that has qualified for an exception to the RPM must-offer requirement as 

described in Tariff, Attachment DD, section 6.6(g). 

 

Capacity Import Limit: 
 

“Capacity Import Limit” shall have the meaning provided in the Reliability Assurance 

Agreement. 

 

Capacity Interconnection Rights: 
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“Capacity Interconnection Rights” shall mean the rights to input generation as a Generation 

Capacity Resource into the Transmission System at the Point of Interconnection where the 

generating facilities connect to the Transmission System. 

 

Capacity Market Buyer: 

 

“Capacity Market Buyer” shall mean a Member that submits bids to buy Capacity Resources in 

any Incremental Auction.   

 

Capacity Market Seller: 

 

“Capacity Market Seller” shall mean a Member that owns, or has the contractual authority to 

control the output or load reduction capability of, a Capacity Resource, that has not transferred 

such authority to another entity, and that offers such resource in the Base Residual Auction or an 

Incremental Auction. 

 

Capacity Performance Resource: 

 

“Capacity Performance Resource” shall mean a Capacity Resource as described in Tariff, 

Attachment DD, section 5.5A(a). 

 

Capacity Performance Transition Incremental Auction: 

 

“Capacity Performance Transition Incremental Auction” shall have the meaning specified in 

Tariff, Attachment DD, section 5.14D. 

 

Capacity Resource: 

 

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

 

Capacity Resource with State Subsidy:  

 

“Capacity Resource with State Subsidy” shall mean (1) a Capacity Resource that is offered into 

an RPM Auction or otherwise assumes an RPM commitment for which the Capacity Market 

Seller receives or is entitled to receive one or more State Subsidies for the applicable Delivery 

Year; (2) a Capacity Resource that has not cleared an RPM Auction for the Delivery Year for 

which the Capacity Market Seller last received a State Subsidy (or any subsequent Delivery 

Year) shall still be considered a Capacity Resource with State Subsidy upon the expiration of 

such State Subsidy until the resource clears an RPM Auction; (3) a Capacity Resource that is the 

subject of a bilateral transaction (including but not limited to those reported pursuant to Tariff, 

Attachment DD, section 4.6) shall be deemed a Capacity Resource with State Subsidy to the 

extent an owner of the facility supporting the Capacity Resource is entitled to a State Subsidy 

associated with such facility even if the Capacity Market Seller is not entitled to a State Subsidy; 

and (4) any Jointly Owned Cross-Subsidized Capacity Resource.  
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Capacity Resource Clearing Price: 

 

“Capacity Resource Clearing Price” shall mean the price calculated for a Capacity Resource that 

offered and cleared in a Base Residual Auction or Incremental Auction, in accordance with 

Tariff, Attachment DD, section 5.  

 

Capacity Storage Resource: 

 

“Capacity Storage Resource” shall mean any Energy Storage Resource that participates in the 

Reliability Pricing Model or is otherwise treated as capacity in PJM’s markets such as through a 

Fixed Resource Requirement Capacity Plan. 
 

Capacity Transfer Right: 

 

“Capacity Transfer Right” shall mean a right, allocated to LSEs serving load in a Locational 

Deliverability Area, to receive payments, based on the transmission import capability into such 

Locational Deliverability Area, that offset, in whole or in part, the charges attributable to the 

Locational Price Adder, if any, included in the Zonal Capacity Price calculated for a Locational 

Delivery Area. 

 

Capacity Transmission Injection Rights: 

 

“Capacity Transmission Injection Rights” shall mean the rights to schedule energy and capacity 

deliveries at a Point of Interconnection of a Merchant Transmission Facility with the 

Transmission System. Capacity Transmission Injection Rights may be awarded only to a 

Merchant D.C. Transmission Facility and/or Controllable A.C. Merchant Transmission Facilities 

that connects the Transmission System to another control area. Deliveries scheduled using 

Capacity Transmission Injection Rights have rights similar to those under Firm Point-to-Point 

Transmission Service or, if coupled with a generating unit external to the PJM Region that 

satisfies all applicable criteria specified in the PJM Manuals, similar to Capacity Interconnection 

Rights. 

 

Charge Economic Maximum Megawatts: 

 

“Charge Economic Maximum Megawatts” shall mean the greatest magnitude of megawatt power 

consumption available for charging in economic dispatch by an Energy Storage Resource Model 

Participant in Continuous Mode or in Charge Mode.  Charge Economic Maximum Megawatts 

shall be the Economic Minimum for an Energy Storage Resource in Charge Mode or in 

Continuous Mode. 

 

Charge Economic Minimum Megawatts: 

 

“Charge Economic Minimum Megawatts” shall mean the smallest magnitude of megawatt power 

consumption available for charging in economic dispatch by an Energy Storage Resource Model 

Participant in Charge Mode.  Charge Economic Minimum Megawatts shall be the Economic 

Maximum for an Energy Storage Resource in Charge Mode. 
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Charge Mode: 

 

“Charge Mode” shall mean the mode of operation of an Energy Storage Resource Model 

Participant that only includes negative megawatt quantities (i.e., the Energy Storage Resource 

Model Participant is only withdrawing megawatts from the grid).   

 

Charge Ramp Rate: 

 

“Charge Ramp Rate” shall mean the Ramping Capability of an Energy Storage Resource Model 

Participant in Charge Mode. 

 

Cleared Capacity Resource with State Subsidy: 

 

“Cleared Capacity Resource with State Subsidy” shall mean a Capacity Resource with State 

Subsidy that has cleared in an RPM Auction for a Delivery Year that is prior to the 2022/2023 

Delivery Year or, starting with 2022/2023 Delivery Year, the MWs (in installed capacity) 

comprising a Capacity Resource with State Subsidy that have cleared an RPM Auction pursuant 

to its Sell Offer at or above its resource-specific MOPR Floor Offer Price or the applicable 

default New Entry MOPR Floor Offer Price and since then, any of those MWs (in installed 

capacity) comprising a Capacity Resource with State Subsidy have been, the subject of a Sell 

Offer into the Base Residual Auction or included in an FRR Capacity Plan at the time of the 

Base Residual Auction for the relevant Delivery Year.  Notwithstanding the foregoing, any 

Capacity Resource that previously cleared an RPM Auction before it received or became entitled 

to receive a State Subsidy shall also be deemed a Cleared Capacity Resource with State Subsidy, 

unless, starting with the Base Residual Auction for the 2022/2023 Delivery Year, the Capacity 

Resource with State Subsidy was not the subject of a Sell Offer in the Base Residual Auction or 

included in an FRR Capacity Plan at the time of the Base Residual Auction for a Delivery Year 

after it last cleared an RPM Auction. 

 

Cold/Warm/Hot Notification Time: 

 

“Cold/Warm/Hot Notification Time” shall mean the time interval between PJM notification and 

the beginning of the start sequence for a generating unit that is currently in its cold/warm/hot 

temperature state. The start sequence may include steps such as any valve operation, starting feed 

water pumps, startup of auxiliary equipment, etc. 

 

Cold/Warm/Hot Start-up Time: 

 

For all generating units that are not combined cycle units, “Cold/Warm/Hot Start-up Time” shall 

mean the time interval, measured in hours, from the beginning of the start sequence to the point 

after generator breaker closure, which is typically indicated by telemetered or aggregated State 

Estimator megawatts greater than zero for a generating unit in its cold/warm/hot temperature 

state. For combined cycle units, “Cold/Warm/Hot Start-up Time” shall mean the time interval 

from the beginning of the start sequence to the point after first combustion turbine generator 

breaker closure in its cold/warm/hot temperature state, which is typically indicated by 
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telemetered or aggregated State Estimator megawatts greater than zero. For all generating units, 

the start sequence may include steps such as any valve operation, starting feed water pumps, 

startup of auxiliary equipment, etc. Other more detailed actions that could signal the beginning of 

the start sequence could include, but are not limited to, the operation of pumps, condensers, fans, 

water chemistry evaluations, checklists, valves, fuel systems, combustion turbines, starting 

engines or systems, maintaining stable fuel/air ratios, and other auxiliary equipment necessary 

for startup. 

 

Cold Weather Alert: 

 

“Cold Weather Alert” shall mean the notice that PJM provides to PJM Members, Transmission 

Owners, resource owners and operators, customers, and regulators to prepare personnel and 

facilities for expected extreme cold weather conditions. 

 

Collateral: 

 

“Collateral” shall be a cash deposit, including any interest, or letter of credit in an amount and 

form determined by and acceptable to PJMSettlement, provided by a Participant to 

PJMSettlement as security in order to participate in the PJM Markets or take Transmission 

Service. 

 

Collateral Call: 

 

“Collateral Call” shall mean a notice to a Participant that additional Collateral, or possibly early 

payment, is required in order to remain in, or to regain, compliance with Tariff, Attachment Q. 

 

Commencement Date: 

 

“Commencement Date” shall mean the date on which Interconnection Service commences in 

accordance with an Interconnection Service Agreement. 

 

Committed Offer: 

 

The “Committed Offer” shall mean 1) for pool-scheduled resources, an offer on which a resource 

was scheduled by the Office of the Interconnection for a particular clock hour for an Operating 

Day, and 2) for self-scheduled resources, either the offer on which the Market Seller has elected 

to schedule the resource or the applicable offer for the resource determined pursuant to Operating 

Agreement, Schedule 1, section 6.4, or Operating Agreement, Schedule 1, section 6.6 for a 

particular clock hour for an Operating Day.  

 

Completed Application: 

 

“Completed Application” shall mean an application that satisfies all of the information and other 

requirements of the Tariff, including any required deposit. 

 

Compliance Aggregation Area (CAA): 
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“Compliance Aggregation Area” or “CAA” shall mean a geographic area of Zones or sub-Zones 

that are electrically-contiguous and experience for the relevant Delivery Year, based on Resource 

Clearing Prices of, for Delivery Years through May 31, 2018, Annual Resources and for the 

2018/2019 Delivery Year and subsequent Delivery Years, Capacity Performance Resources, the 

same locational price separation in the Base Residual Auction, the same locational price 

separation in the First Incremental Auction, the same locational price separation in the Second 

Incremental Auction, the same locational price separation in the Third Incremental Auction. 

 

Conditional Incremental Auction: 

 

“Conditional Incremental Auction” shall mean an Incremental Auction conducted for a Delivery 

Year if and when necessary to secure commitments of additional capacity to address reliability 

criteria violations arising from the delay in a Backbone Transmission upgrade that was modeled 

in the Base Residual Auction for such Delivery Year. 

 

CONE Area: 

 

“CONE Area” shall mean the areas listed in Tariff, Attachment DD, section 5.10(a)(iv)(A) and 

any LDAs established as CONE Areas pursuant to Tariff, Attachment DD, section 

5.10(a)(iv)(B).  

 

Confidential Information: 

 

“Confidential Information” shall mean any confidential, proprietary, or trade secret information 

of a plan, specification, pattern, procedure, design, device, list, concept, policy, or compilation 

relating to the present or planned business of a New Service Customer, Transmission Owner, or 

other Interconnection Party or Construction Party, which is designated as confidential by the 

party supplying the information, whether conveyed verbally, electronically, in writing, through 

inspection, or otherwise, and shall include, without limitation, all information relating to the 

producing party’s technology, research and development, business affairs and pricing, and any 

information supplied by any New Service Customer, Transmission Owner, or other 

Interconnection Party or Construction Party to another such party prior to the execution of an 

Interconnection Service Agreement or a Construction Service Agreement. 

 

Congestion Price: 

 

“Congestion Price” shall mean the congestion component of the Locational Marginal Price, 

which is the effect on transmission congestion costs (whether positive or negative) associated 

with increasing the output of a generation resource or decreasing the consumption by a Demand 

Resource, based on the effect of increased generation from or consumption by the resource on 

transmission line loadings, calculated as specified in Operating Agreement, Schedule 1, section 

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

 

Consolidated Transmission Owners Agreement, PJM Transmission Owners Agreement or 

Transmission Owners Agreement: 
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“Consolidated Transmission Owners Agreement,” “PJM Transmission Owners Agreement” or 

“Transmission Owners Agreement” shall mean the certain Consolidated Transmission Owners 

Agreement dated as of December 15, 2005, by and among the Transmission Owners and by and 

between the Transmission Owners and PJM Interconnection, L.L.C. on file with the 

Commission, as amended from time to time. 

 

Constraint Relaxation Logic:  
 

“Constraint Relaxation Logic” shall mean the logic applied in the market clearing software 

where the transmission limit is increased to prevent the Transmission Constraint Penalty Factor 

from setting the Marginal Value of a transmission constraint.  

 

Constructing Entity: 

 

“Constructing Entity” shall mean either the Transmission Owner or the New Services Customer, 

depending on which entity has the construction responsibility pursuant to Tariff, Part VI and the 

applicable Construction Service Agreement; this term shall also be used to refer to an 

Interconnection Customer with respect to the construction of the Customer Interconnection 

Facilities. 

 

Construction Party: 

 

“Construction Party” shall mean a party to a Construction Service Agreement.  “Construction 

Parties” shall mean all of the Parties to a Construction Service Agreement. 

 

Construction Service Agreement: 

 

“Construction Service Agreement” shall mean either an Interconnection Construction Service 

Agreement or an Upgrade Construction Service Agreement. 

 

Contingent Facilities: 

 

“Contingent Facilities” shall mean those unbuilt Interconnection Facilities and Network 

Upgrades upon which the Interconnection Request’s costs, timing, and study findings are 

dependent and, if delayed or not built, could cause a need for restudies of the Interconnection 

Request or a reassessment of the Interconnection Facilities and/or Network Upgrades and/or 

costs and timing. 

 

Continuous Mode: 

 

“Continuous Mode” shall mean the mode of operation of an Energy Storage Resource Model 

Participant that includes both negative and positive megawatt quantities (i.e., the Energy Storage 

Resource Model Participant is capable of continually and immediately transitioning from 

withdrawing megawatt quantities from the grid to injecting megawatt quantities onto the grid or 

injecting megawatts to withdrawing megawatts).  Energy Storage Resource Model Participants 
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operating in Continuous Mode are considered to have an unlimited ramp rate.  Continuous Mode 

requires Discharge Economic Maximum Megawatts to be zero or correspond to an injection, and 

Charge Economic Maximum Megawatts to be zero or correspond to a withdrawal. 

 

Control Area: 

 

“Control Area” shall mean an electric power system or combination of electric power systems 

bounded by interconnection metering and telemetry to which a common automatic generation 

control scheme is applied in order to: 

 

 (1) match the power output of the generators within the electric power system(s) and 

energy purchased from entities outside the electric power system(s), with the load within the 

electric power system(s); 

 

 (2) maintain scheduled interchange with other Control Areas, within the limits of 

Good Utility Practice; 

 

 (3) maintain the frequency of the electric power system(s) within reasonable limits in 

accordance with Good Utility Practice; and 

 

 (4) provide sufficient generating capacity to maintain operating reserves in 

accordance with Good Utility Practice. 

 

Control Zone: 

 

“Control Zone” shall have the meaning given in the Operating Agreement. 

 

Controllable A.C. Merchant Transmission Facilities: 

 

“Controllable A.C. Merchant Transmission Facilities” shall mean transmission facilities that (1) 

employ technology which Transmission Provider reviews and verifies will permit control of 

the amount and/or direction of power flow on such facilities to such extent as to effectively 

enable the controllable facilities to be operated as if they were direct current transmission 

facilities, and (2) that are interconnected with the Transmission System pursuant to Tariff, Part 

IV and Tariff, Part VI. 

 

Coordinated External Transaction: 

 

“Coordinated External Transaction” shall mean a transaction to simultaneously purchase and sell 

energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 

Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-

Appendix, section 1.13. 

 

Coordinated Transaction Scheduling: 
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“Coordinated Transaction Scheduling” or “CTS” shall mean the scheduling of Coordinated 

External Transactions at a CTS Enabled Interface in accordance with the procedures of 

Operating Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 

K-Appendix, section 1.13. 

 

Corporate Guaranty: 

 

“Corporate Guaranty” shall mean a legal document used by an entity to guaranty the obligations 

of another entity. 

 

Cost of New Entry: 

 

“Cost of New Entry” or “CONE” shall mean the nominal levelized cost of a Reference Resource, 

as determined in accordance with Tariff, Attachment DD, section 5. 

 

Costs: 

 

As used in Tariff, Part IV, Tariff, Part VI and related attachments, “Costs” shall mean costs and 

expenses, as estimated or calculated, as applicable, including, but not limited to, capital 

expenditures, if applicable, and overhead, return, and the costs of financing and taxes and any 

Incidental Expenses. 

 

Counterparty:  
 

“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right 

and not as an agent, to an agreement or transaction with a Market Participant or other entities, 

including the agreements and transactions with customers regarding transmission service and 

other transactions under the PJM Tariff and the Operating Agreement.  PJMSettlement shall not 

be a counterparty to (i) any bilateral transactions between Members, or (ii) any Member’s self-

supply of energy to serve its load, or (iii) any Member’s self-schedule of energy reported to the 

Office of the Interconnection to the extent that energy serves that Member’s own load . 

 

Credit Available for Export Transactions: 

 

“Credit Available for Export Transactions” shall mean a designation of credit to be used for 

Export Transactions that is allocated by each Market Participant from its Credit Available for 

Virtual Transactions, and which reduces the Market Participant's Credit Available for Virtual 

Transactions accordingly. 

 

Credit Available for Virtual Transactions: 

 

“Credit Available for Virtual Transactions” shall mean the Market Participant’s Working Credit 

Limit for Virtual Transactions calculated on its credit provided in compliance with its Peak 

Market Activity requirement plus available credit submitted above that amount, less any unpaid 

billed and unbilled amounts owed to PJMSettlement, plus any unpaid unbilled amounts owed by 

PJMSettlement to the Market Participant, less any applicable credit required for Minimum 
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Participation Requirements, FTRs, RPM activity,  or other credit requirement determinants as 

defined in Tariff, Attachment Q. 

 

Credit Breach: 

 

“Credit Breach” shall mean the status of a Participant that does not currently meet the 

requirements of Tariff, Attachment Q or other provisions of the Agreements. 

 

Credit-Limited Offer: 

 

“Credit-Limited Offer” shall mean a Sell Offer that is submitted by a Market Participant in an 

RPM Auction subject to a maximum credit requirement specified by such Market Participant. 

 

Credit Score: 

  

“Credit Score” shall mean a composite numerical score scaled from 0-100 as calculated by 

PJMSettlement that incorporates various predictors of creditworthiness. 

 

CTS Enabled Interface: 

 

“CTS Enabled Interface” shall mean an interface between the PJM Control Area and an adjacent 

Control Area at which the Office of the Interconnection has authorized the use of Coordinated 

Transaction Scheduling (“CTS”). The CTS Enabled Interfaces between the PJM Control Area 

and the New York Independent System Operator, Inc. Control Area shall be designated in the 

Joint Operating Agreement Among and Between New York Independent System Operator Inc. 

and PJM Interconnection, L.L.C., Schedule A (PJM Rate Schedule FERC No. 45).  The CTS 

Enabled Interfaces between the PJM Control Area and the Midcontinent Independent System 

Operator, Inc. shall be designated consistent with Attachment 3, section 2 of the Joint Operating 

Agreement between Midcontinent Independent System Operator, Inc. and PJM Interconnection, 

L.L.C. 

 

 

CTS Interface Bid: 

 

“CTS Interface Bid” shall mean a unified real-time bid to simultaneously purchase and sell 

energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 

Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-

Appendix, section 1.13. 

 

Curtailment: 

 

“Curtailment” shall mean a reduction in firm or non-firm transmission service in response to a 

transfer capability shortage as a result of system reliability conditions. 

 

Curtailment Service Provider: 
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“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which 

action on behalf of itself or one or more other Members or non-Members, participates in the PJM 

Interchange Energy Market, Ancillary Services markets, and/or Reliability Pricing Model by 

causing a reduction in demand. 

 

Customer Facility: 

 

“Customer Facility” shall mean Generation Facilities or Merchant Transmission Facilities 

interconnected with or added to the Transmission System pursuant to an Interconnection Request 

under Tariff, Part IV. 

 

Customer-Funded Upgrade: 

 

“Customer-Funded Upgrade” shall mean any Network Upgrade, Local Upgrade, or Merchant 

Network Upgrade for which cost responsibility (i) is imposed on an Interconnection Customer or 

an Eligible Customer pursuant to Tariff, Part VI, section 217, or (ii) is voluntarily undertaken by 

a New Service Customer in fulfillment of an Upgrade Request.  No Network Upgrade, Local 

Upgrade or Merchant Network Upgrade or other transmission expansion or enhancement shall be 

a Customer-Funded Upgrade if and to the extent that the costs thereof are included in the rate 

base of a public utility on which a regulated return is earned. 

 

Customer Interconnection Facilities: 

 

“Customer Interconnection Facilities” shall mean all facilities and equipment owned and/or 

controlled, operated and maintained by Interconnection Customer on Interconnection Customer’s 

side of the Point of Interconnection identified in the appropriate appendices to the 

Interconnection Service Agreement and to the Interconnection Construction Service Agreement, 

including any modifications, additions, or upgrades made to such facilities and equipment, that 

are necessary to physically and electrically interconnect the Customer Facility with the 

Transmission System. 

 

Daily Deficiency Rate: 

 

“Daily Deficiency Rate” shall mean the rate employed to assess certain deficiency charges under 

Tariff, Attachment DD, section 7, Tariff, Attachment DD, section 8, Tariff, Attachment DD, 

section 9, or Tariff, Attachment DD, section 13. 

 

Daily Unforced Capacity Obligation: 

 

“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving 

Entity during the Delivery Year, determined in accordance with  Reliability Assurance 

Agreement, Schedule 8, or, as to an FRR entity, in Reliability Assurance Agreement, Schedule 

8.1. 

 

Day-ahead Congestion Price: 
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“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead 

Energy Market. 

 

Day-ahead Energy Market: 

 

“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of 

energy and payment of Transmission Congestion Charges developed by the Office of the 

Interconnection as a result of the offers and specifications submitted in accordance with 

Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 

K-Appendix, section 1.10. 

 

Day-ahead Energy Market Injection Congestion Credits: 

 

“Day-ahead Energy Market Injection Congestion Credits” shall mean those congestion credits 

paid to Market Participants for supply transactions in the Day-ahead Energy Market including 

generation schedules, Increment Offers, Up-to Congestion Transactions, import transactions, and 

Day-Ahead Pseudo-Tie Transactions. 

 

Day-ahead Energy Market Transmission Congestion Charges: 
 

“Day-ahead Energy Market Transmission Congestion Charges” shall be equal to the sum of Day-

ahead Energy Market Withdrawal Congestion Charges minus [the sum of Day-ahead Energy 

Market Injection Congestion Credits plus any congestion charges calculated pursuant to the Joint 

Operating Agreement between the Midcontinent Independent Transmission System Operator, 

Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), plus any congestion 

charges calculated pursuant to the Joint Operating Agreement Among and Between New York 

Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC 

No. 45), plus any congestion charges calculated pursuant to agreements between the Office of 

the Interconnection and other entities, as applicable)]. 

 

Day-ahead Energy Market Withdrawal Congestion Charges: 

 

“Day-ahead Energy Market Withdrawal Congestion Charges” shall mean those congestion 

charges collected from Market Participants for withdrawal transactions in the Day-ahead Energy 

Market from transactions including Demand Bids, Decrement Bids, Up-to Congestion 

Transactions, Export Transactions, and Day-Ahead Pseudo-Tie Transactions. 

 

Day-ahead Loss Price: 

 

“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market. 

 

Day-ahead Prices: 

 

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead 

Energy Market. 

 

Document Accession #: 20201113-5138      Filed Date: 11/13/2020



 

 

Day-Ahead Pseudo-Tie Transaction:  

 

“Day-Ahead Pseudo-Tie Transaction” shall mean a transaction scheduled in the Day-ahead 

Energy Market to the PJM-MISO interface from a generator within the PJM balancing authority 

area that Pseudo-Ties into the MISO balancing authority area. 

 

Day-ahead Scheduling Reserves: 

 

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the 

ReliabilityFirst Corporation and SERC. 

 

Day-ahead Scheduling Reserves Market: 

 

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the 

purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the 

Interconnection as a result of the offers and specifications submitted in accordance with 

Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 

K-Appendix, section 1.10. 

 

Day-ahead Scheduling Reserves Requirement: 

 

“Day-ahead Scheduling Reserves Requirement” shall mean the sum of Base Day-ahead 

Scheduling Reserves Requirement and Additional Day-ahead Scheduling Reserves Requirement. 

 

Day-ahead Scheduling Reserves Resources: 

 

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized 

generation resources and Demand Resources electrically located within the PJM Region that are 

capable of providing Day-ahead Scheduling Reserves. 

 

Day-ahead Settlement Interval:  

 

“Day-ahead Settlement Interval” shall mean the interval used by settlements, which shall be 

every one clock hour.  

 

Day-ahead System Energy Price: 

 

“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the Day-

ahead Energy Market. 

 

Deactivation: 

 

“Deactivation” shall mean the retirement or mothballing of a generating unit governed by Tariff, 

Part V. 

 

Deactivation Avoidable Cost Credit: 
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“Deactivation Avoidable Cost Credit” shall mean the credit paid to Generation Owners pursuant 

to Tariff, Part V, section 114. 

 

Deactivation Avoidable Cost Rate: 

 

“Deactivation Avoidable Cost Rate” shall mean the formula rate established pursuant to Tariff, 

Part V, section 115 . 

 

Deactivation Date: 

 

“Deactivation Date” shall mean the date a generating unit within the PJM Region is either retired 

or mothballed and ceases to operate. 

 

Decrement Bid: 

 

“Decrement Bid” shall mean a type of Virtual Transaction that is a bid to purchase energy at a 

specified location in the Day-ahead Energy Market.  A cleared Decrement Bid results in 

scheduled load at the specified location in the Day-ahead Energy Market. 

 

Default: 

 

As used in the Interconnection Service Agreement and Construction Service Agreement, 

“Default” shall mean the failure of a Breaching Party to cure its Breach in accordance with the 

applicable provisions of an Interconnection Service Agreement or Construction Service 

Agreement. 

 

Delivering Party: 

 

“Delivering Party” shall mean the entity supplying capacity and energy to be transmitted at 

Point(s) of Receipt. 

 

Delivery Year: 

 

“Delivery Year”  shall mean the Planning Period for which a Capacity Resource is committed 

pursuant to the auction procedures specified in Tariff, Attachment DD, or pursuant to an FRR 

Capacity Plan under Reliability Assurance Agreement, Schedule 8.1. 

 

Demand Bid: 

 

“Demand Bid” shall mean a bid, submitted by a Load Serving Entity in the Day-ahead Energy 

Market, to purchase energy at its contracted load location, for a specified timeframe and 

megawatt quantity, that if cleared will result in energy being scheduled at the specified location 

in the Day-ahead Energy Market and in the physical transfer of energy during the relevant 

Operating Day.   
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Demand Bid Limit: 

 

“Demand Bid Limit” shall mean the largest MW volume of Demand Bids that may be submitted 

by a Load Serving Entity for any hour of an Operating Day, as determined pursuant to Operating 

Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of Tariff, Attachment K-

Appendix, section 1.10.1B. 

 

Demand Bid Screening: 

 

“Demand Bid Screening” shall mean the process by which Demand Bids are reviewed against 

the applicable Demand Bid Limit, and rejected if they would exceed that limit, as determined 

pursuant to Operating Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of 

Tariff, Attachment K-Appendix, section 1.10.1B. 

 

Demand Resource: 

 

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand. 

 

Demand Resource Factor or DR Factor: 

 

“Demand Resource Factor” or (“DR Factor”) shall have the meaning specified in the Reliability 

Assurance Agreement. 

 

Designated Agent: 

 

“Designated Agent” shall mean any entity that performs actions or functions on behalf of the 

Transmission Provider, a Transmission Owner, an Eligible Customer, or the Transmission 

Customer required under the Tariff. 

 

Designated Entity: 

 

“Designated Entity” shall have the same meaning provided in the Operating Agreement. 

 

Direct Assignment Facilities: 

 

“Direct Assignment Facilities” shall mean facilities or portions of facilities that are constructed 

for the sole use/benefit of a particular Transmission Customer requesting service under the 

Tariff.  Direct Assignment Facilities shall be specified in the Service Agreement that governs 

service to the Transmission Customer and shall be subject to Commission approval. 

 

Direct Charging Energy: 
 

“Direct Charging Energy” shall mean the energy that an Energy Storage Resource purchases 

from the PJM Interchange Energy Market and (i) later resells to the PJM Interchange Energy 

Market; or (ii) is lost to conversion inefficiencies, provided that such inefficiencies are an 
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unavoidable component of the conversion, storage, and discharge process that is used to resell 

energy back to the PJM Interchange Energy Market. 

 

Direct Load Control: 
 

“Direct Load Control” shall mean load reduction that is controlled directly by the Curtailment 

Service Provider’s market operations center or its agent, in response to PJM instructions. 

 

Discharge Economic Maximum Megawatts: 
 

“Discharge Economic Maximum Megawatts” shall mean the maximum megawatt power output 

available for discharge in economic dispatch by an Energy Storage Resource Model Participant 

in Continuous Mode or in Discharge Mode. Discharge Economic Maximum Megawatts shall be 

the Economic Maximum for an Energy Storage Resource in Discharge Mode or in Continuous 

Mode. 

 

Discharge Economic Minimum Megawatts: 
 

“Discharge Economic Minimum Megawatts” shall mean the minimum megawatt power output 

available for discharge in economic dispatch by an Energy Storage Resource Model Participant 

in Discharge Mode.  Discharge Economic Minimum Megawatts shall be the Economic 

Minimum for an Energy Storage Resource in Discharge Mode. 

 

Discharge Mode: 

 

“Discharge Mode” shall mean the mode of operation of an Energy Storage Resource Model 

Participant that only includes positive megawatt quantities (i.e., the Energy Storage Resource 

Model Participant is only injecting megawatts onto the grid).   

 

Discharge Ramp Rate: 

 

“Discharge Ramp Rate” shall mean the Ramping Capability of an Energy Storage Resource 

Model Participant in Discharge Mode. 

 

Dispatch Rate: 

 

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour, 

calculated and transmitted continuously and dynamically to direct the output level of all 

generation resources dispatched by the Office of the Interconnection in accordance with the 

Offer Data. 

 

Dispatched Charging Energy:   

 

“Dispatched Charging Energy” shall mean Direct Charging Energy that an Energy Storage 

Resource Model Participant receives from the electric grid pursuant to PJM dispatch while 

providing one of the following services in the PJM markets: Energy Imbalance Service pursuant 
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to Tariff, Schedule 4; Regulation; Tier 2 Synchronized Reserves; or Reactive Service.  Energy 

Storage Resource Model Participants shall be considered to be providing Energy Imbalance 

Service when they are dispatchable by PJM in real-time.   

 

Dynamic Schedule: 

 

“Dynamic Schedule” shall have the same meaning provided in the Operating Agreement. 

 

Dynamic Transfer: 

 

“Dynamic Transfer” shall have the same meaning provided in the Operating Agreement. 

 

Document Accession #: 20201113-5138      Filed Date: 11/13/2020



 

 

Definitions – L – M – N 

 

Limited Demand Resource:  

 

“Limited Demand Resource” shall have the meaning specified in the Reliability Assurance 

Agreement. 

 

Limited Demand Resource Reliability Target:  

 

“Limited Demand Resource Reliability Target” for the PJM Region or an LDA, shall mean the 

maximum amount of Limited Demand Resources determined by PJM to be consistent with the 

maintenance of reliability, stated in Unforced Capacity that shall be used to calculate the 

Minimum Extended Summer Demand Resource Requirement for Delivery Years through May 

31, 2017 and the Limited Resource Constraint for the 2017/2018 and 2018/2019 Delivery Years 

for the PJM Region or such LDA.  As more fully set forth in the PJM Manuals, PJM calculates 

the Limited Demand Resource Reliability Target by first:  i) testing the effects of the ten-

interruption requirement by comparing possible loads on peak days under a range of weather 

conditions (from the daily load forecast distributions for the Delivery Year in question) against 

possible generation capacity on such days under a range of conditions (using the cumulative 

capacity distributions employed in the Installed Reserve Margin study for the PJM Region and in 

the Capacity Emergency Transfer Objective study for the relevant LDAs for such Delivery Year) 

and, by varying the assumed amounts of DR that is committed and displaces committed 

generation, determines the DR penetration level at which there is a ninety percent probability 

that DR will not be called (based on the applicable operating reserve margin for the PJM Region 

and for the relevant LDAs) more than ten times over those peak days;  ii) testing the six-hour 

duration requirement by calculating the MW difference between the highest hourly unrestricted 

peak load and seventh highest hourly unrestricted peak load on certain high peak load days (e.g., 

the annual peak, loads above the weather normalized peak, or days where load management was 

called) in recent years, then dividing those loads by the forecast peak for those years and 

averaging the result; and (iii) (for the 2016/2017 and 2017/2018 Delivery Years) testing the 

effects of the six-hour duration requirement by comparing possible hourly loads on peak days 

under a range of weather conditions (from the daily load forecast distributions for the Delivery 

Year in question) against possible generation capacity on such days under a range of conditions 

(using a Monte Carlo model of hourly capacity levels that is consistent with the capacity model 

employed in the Installed Reserve Margin study for the PJM Region and in the Capacity 

Emergency Transfer Objective study for the relevant LDAs for such Delivery Year) and, by 

varying the assumed amounts of DR that is committed and displaces committed generation, 

determines the DR penetration level at which there is a ninety percent probability that DR will 

not be called (based on the applicable operating reserve margin for the PJM Region and for the 

relevant LDAs) for more than six hours over any one or more of the tested peak days.  Second, 

PJM adopts the lowest result from these three tests as the Limited Demand Resource Reliability 

Target.  The Limited Demand 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 PJM Region or such LDA, reduced by the 

amount of load served under the FRR Alternative]. 
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Limited Resource Constraint: 
 

“Limited Resource Constraint” shall mean, for the 2017/2018 Delivery Year and for FRR 

Capacity Plans the 2017/2018 and Delivery Years, for the PJM Region or each LDA for which 

the Office of the Interconnection is required under Tariff, Attachment DD, section 5.10(a) 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 for the 2017/2018 Delivery Year 

in the PJM Region or in such LDA, calculated as the Limited Demand Resource Reliability 

Target for the PJM Region or such LDA, respectively, minus the Short Term Resource 

Procurement Target for the PJM Region or such LDA, respectively. 

 

Limited Resource Price Decrement: 
“Limited Resource Price Decrement” shall mean, for the 2017/2018 Delivery Year, a difference 

between the clearing price for Limited Demand Resources and the clearing price for Extended 

Summer Demand Resources and Annual Resources, representing the cost to procure additional 

Extended Summer Demand Resources or Annual Resources out of merit order when the Limited 

Resource Constraint is binding. 

 

List of Approved Contractors: 

 

“List of Approved Contractors” shall mean a list developed by each Transmission Owner and 

published in a PJM Manual of (a) contractors that the Transmission Owner considers to be 

qualified to install or construct new facilities and/or upgrades or modifications to existing 

facilities on the Transmission Owner’s system, provided that such contractors may include, but 

need not be limited to, contractors that, in addition to providing construction services, also 

provide design and/or other construction-related services, and (b) manufacturers or vendors of 

major transmission-related equipment (e.g., high-voltage transformers, transmission line, circuit 

breakers) whose products the Transmission Owner considers acceptable for installation and use 

on its system. 

 

Load Management: 

 

“Load Management” shall mean a Demand Resource (“DR”) as defined in the Reliability 

Assurance Agreement. 

 

Load Management Event: 

 

“Load Management Event” shall mean a) a single temporally contiguous dispatch of Demand 

Resources in a Compliance Aggregation Area during an Operating Day, or b) multiple dispatches 

of Demand Resources in a Compliance Aggregation Area during an Operating Day that are 

temporally contiguous.  

 

Load Ratio Share: 
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“Load Ratio Share” shall mean the ratio of a Transmission Customer’s Network Load to the 

Transmission Provider’s total load. 

 

Load Reduction Event: 

 

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for 

the purpose of participating in the PJM Interchange Energy Market. 

 

Load Serving Charging Energy:  

 

“Load Serving Charging Energy” shall mean energy that is purchased from the PJM Interchange 

Energy Market and stored in an Energy Storage Resource for later resale to end-use load. 

 

Load Serving Entity (LSE): 
 

“Load Serving Entity” or “LSE” shall have the meaning specified in the Reliability Assurance 

Agreement. 

 

Load Shedding: 

 

“Load Shedding” shall mean the systematic reduction of system demand by temporarily 

decreasing load in response to transmission system or area capacity shortages, system instability, 

or voltage control considerations under Tariff, Part II or Part III. 

 

Local Upgrades: 

 

“Local Upgrades” shall mean modifications or additions of facilities to abate any local thermal 

loading, voltage, short circuit, stability or similar engineering problem caused by the 

interconnection and delivery of generation to the Transmission System.  Local Upgrades shall 

include: 

 

 (i) Direct Connection Local Upgrades which are Local Upgrades that only serve the 

Customer Interconnection Facility and have no impact or potential impact on the Transmission 

System until the final tie-in is complete; and  

 

 (ii) Non-Direct Connection Local Upgrades which are parallel flow Local Upgrades that 

are not Direct Connection Local Upgrades. 

 

Location: 

 

“Location” as used in the Economic Load Response rules shall mean an end-use customer site as 

defined by the relevant electric distribution company account number. 

 

LOC Deviation:   
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“LOC Deviation,” shall mean, for units other than wind units, the LOC Deviation shall equal the 

desired megawatt amount for the resource determined according to the point on the Final Offer 

curve corresponding to the Real-time Settlement Interval real-time Locational Marginal Price at 

the resource’s bus and adjusted for any Regulation or Tier 2 Synchronized Reserve assignments 

and limited to the lesser of the unit’s Economic Maximum or the unit’s Generation Resource 

Maximum Output, minus the actual output of the unit.  For wind units, the LOC Deviation shall 

mean the deviation of the generating unit’s output equal to the lesser of the PJM forecasted 

output for the unit or the desired megawatt amount for the resource determined according to the 

point on the Final Offer curve corresponding to the Real-time Settlement Interval integrated real-

time Locational Marginal Price at the resource’s bus, and shall be limited to the lesser of the 

unit’s Economic Maximum or the unit’s Generation Resource Maximum Output, minus the 

actual output of the unit. 

 
Locational Deliverability Area (LDA): 

 

“Locational Deliverability Area” or “LDA” shall mean a geographic area within the PJM Region 

that has limited transmission capability to import capacity to satisfy such area’s reliability 

requirement, as determined by the Office of the Interconnection in connection with preparation 

of the Regional Transmission Expansion Plan, and as specified in Reliability Assurance 

Agreement, Schedule 10.1. 

 

Locational Deliverability Area Reliability Requirement: 

 

“Locational Deliverability Area Reliability Requirement” shall mean the projected internal 

capacity in the Locational Deliverability Area plus the Capacity Emergency Transfer Objective 

for the Delivery Year, as determined by the Office of the Interconnection in connection with 

preparation of the Regional Transmission Expansion Plan, less the minimum internal resources 

required for all FRR Entities in such Locational Deliverability Area. 

 

Locational Price Adder: 

 

“Locational Price Adder” shall mean an addition to the marginal value of Unforced Capacity 

within an LDA as necessary to reflect the price of Capacity Resources required to relieve 

applicable binding locational constraints.  

 

Locational Reliability Charge: 

 

“Locational Reliability Charge” shall have the meaning specified in the Reliability Assurance 

Agreement.  

 

Locational UCAP: 

 

“Locational UCAP” shall mean unforced capacity that a Member with available uncommitted 

capacity sells in a bilateral transaction to a Member that previously committed capacity through 

an RPM Auction but now requires replacement capacity to fulfill its RPM Auction commitment.  
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The Locational UCAP Seller retains responsibility for performance of the resource providing 

such replacement capacity.   

 

Locational UCAP Seller: 

 

“Locational UCAP Seller” shall mean a Member that sells Locational UCAP. 

 

Long-lead Project: 

 

“Long-lead Project” shall have the same meaning provided in the Operating Agreement. 

 

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

 

“Long-Term Firm Point-To-Point Transmission Service” shall mean firm Point-To-Point 

Transmission Service under Tariff, Part II with a term of one year or more. 

 

Loss Price: 

 

“Loss Price” shall mean the loss component of the Locational Marginal Price, which is the effect 

on transmission loss costs (whether positive or negative) associated with increasing the output of 

a generation resource or decreasing the consumption by a Demand Resource based on the effect 

of increased generation from or consumption by the resource on transmission losses, calculated 

as specified in Operating Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, 

Attachment K-Appendix, section 2. 

 

M2M Flowgate: 

 

“M2M Flowgate” shall have the meaning provided in the Joint Operating Agreement between 

the Midcontinent Independent Transmission System Operator, Inc. and PJM Interconnection, 

L.L.C. 

 

Maintenance Adder:   

 

“Maintenance Adder” shall mean an adder that may be included to account for variable operation 

and maintenance expenses in a Market Seller’s Fuel Cost Policy.  The Maintenance Adder is 

calculated in accordance with the applicable provisions of PJM Manual 15, and may only include 

expenses incurred as a result of electric production. 

 

Manual Load Dump Action: 

 

“Manual Load Dump Action” shall mean an Operating Instruction, as defined by NERC, from 

PJM to shed firm load when the PJM Region cannot provide adequate capacity to meet the PJM 

Region’s load and tie schedules, or to alleviate critically overloaded transmission lines or other 

equipment. 

 

Manual Load Dump Warning: 
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“Manual Load Dump Warning” shall mean a notification from PJM to warn Members of an 

increasingly critical condition of present operations that may require manually shedding load. 

 

Marginal Value:  

 

“Marginal Value” shall mean the incremental change in system dispatch costs, measured as a 

$/MW value incurred by providing one additional MW of relief to the transmission constraint. 

 

Market Monitor: 

 

“Market Monitor” means the head of the Market Monitoring Unit. 

 

Market Monitoring Unit or MMU: 

 

“Market Monitoring Unit” or “MMU” means the independent Market Monitoring Unit defined in 

18 CFR § 35.28(a)(7) and established under the PJM Market Monitoring Plan (Attachment M) to 

the PJM Tariff that is responsible for implementing the Market Monitoring Plan, including the 

Market Monitor.  The Market Monitoring Unit may also be referred to as the IMM or 

Independent Market Monitor for PJM 

 

Market Monitoring Unit Advisory Committee or MMU Advisory Committee: 

 

“Market Monitoring Unit Advisory Committee” or “MMU Advisory Committee” shall mean the 

committee established under Tariff, Attachment M, section III.H. 

 

Market Operations Center: 

 

“Market Operations Center” shall mean the equipment, facilities and personnel used by or on 

behalf of a Market Participant to communicate and coordinate with the Office of the 

Interconnection in connection with transactions in the PJM Interchange Energy Market or the 

operation of the PJM Region. 

 

Market Participant: 

 

“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic Load Response 

Participant, or all three, except when such term is used in Tariff, Attachment M, in which case 

Market Participant shall mean an entity that generates, transmits, distributes, purchases, or sells 

electricity, ancillary services, or any other product or service provided under the PJM Tariff or 

Operating Agreement within, into, out of, or through the PJM Region, but it shall not include an 

Authorized Government Agency that consumes energy for its own use but does not purchase or 

sell energy at wholesale. 

 

Market Participant Energy Injection: 
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“Market Participant Energy Injection” shall mean transactions in the Day-ahead Energy Market 

and Real-time Energy Market, including but not limited to Day-ahead generation schedules, real-

time generation output, Increment Offers, internal bilateral transactions and import transactions, 

as further described in the PJM Manuals.  

 

Market Participant Energy Withdrawal: 

 

“Market Participant Energy Withdrawal” shall mean transactions in the Day-ahead Energy 

Market and Real-time Energy Market, including but not limited to Demand Bids, Decrement 

Bids, real-time load (net of Behind The Meter Generation expected to be operating, but not to be 

less than zero), internal bilateral transactions and Export Transactions, as further described in the 

PJM Manuals.  

 

Market Seller Offer Cap: 

 

“Market Seller Offer Cap” shall mean a maximum offer price applicable to certain Market 

Sellers under certain conditions, as determined in accordance with Tariff, Attachment DD. 

section 6 and Tariff, Attachment M-Appendix, section II.E.    

 

Market Violation: 

 

“Market Violation” shall mean a tariff violation, violation of a Commission-approved order, rule 

or regulation, market manipulation, or inappropriate dispatch that creates substantial concerns 

regarding unnecessary market inefficiencies, as defined in 18 C.F.R. § 35.28(b)(8). 

 

Material Modification: 

 

“Material Modification” shall mean any modification to an Interconnection Request that has a 

material adverse effect on the cost or timing of Interconnection Studies related to, or any 

Network Upgrades or Local Upgrades needed to accommodate, any Interconnection Request 

with a later Queue Position. 

 

Maximum Daily Starts: 

 

“Maximum Daily Starts” shall mean the maximum number of times that a generating unit can be 

started in an Operating Day under normal operating conditions. 

 

Maximum Emergency: 

 

“Maximum Emergency” shall mean the designation of all or part of the output of a generating 

unit for which the designated output levels may require extraordinary procedures and therefore 

are available to the Office of the Interconnection only when the Office of the Interconnection 

declares a Maximum Generation Emergency and requests generation designated as Maximum 

Emergency to run.  The Office of the Interconnection shall post on the PJM website the 

aggregate amount of megawatts that are classified as Maximum Emergency. 
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Maximum Facility Output: 

 

“Maximum Facility Output” shall mean the maximum (not nominal) net electrical power output 

in megawatts, specified in the Interconnection Service Agreement, after supply of any parasitic 

or host facility loads, that a Generation Interconnection Customer’s Customer Facility is 

expected to produce, provided that the specified Maximum Facility Output shall not exceed the 

output of the proposed Customer Facility that Transmission Provider utilized in the System 

Impact Study. 

 

Maximum Generation Emergency: 

 

“Maximum Generation Emergency” shall mean an Emergency declared by the Office of the 

Interconnection to address either a generation or transmission emergency in which the Office of 

the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-

Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical 

power output, subject to the equipment stress limits for such Generation Capacity Resource or 

Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency. 

 

Maximum Generation Emergency Alert:  

 

“Maximum Generation Emergency Alert” shall mean an alert issued by the Office of the 

Interconnection to notify PJM Members, Transmission Owners, resource owners and operators, 

customers, and regulators that a Maximum Generation Emergency may be declared, for any 

Operating Day in either, as applicable, the Day-ahead Energy Market or the Real-time Energy 

Market, for all or any part of such Operating Day. 

 

Maximum Run Time: 

 

“Maximum Run Time” shall mean the maximum number of hours a generating unit can run over 

the course of an Operating Day, as measured by PJM’s State Estimator. 

 

Maximum Weekly Starts: 

 

“Maximum Weekly Starts” shall mean the maximum number of times that a generating unit can 

be started in one week, defined as the 168 hour period starting Monday 0001 hour, under normal 

operating conditions. 

 

Member: 

  

“Member” shall have the meaning provided in the Operating Agreement. 

 

Merchant A.C. Transmission Facilities: 

 

“Merchant A.C. Transmission Facility” shall mean Merchant Transmission Facilities that are 

alternating current (A.C.) transmission facilities, other than those that are Controllable A.C. 

Merchant Transmission Facilities.  
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Merchant D.C. Transmission Facilities: 

 

“Merchant D.C. Transmission Facilities” shall mean direct current (D.C.) transmission facilities 

that are interconnected with the Transmission System pursuant to Tariff, Part IV and Part VI.  

 

Merchant Network Upgrades: 

 

“Merchant Network Upgrades” shall mean additions to, or modifications or replacements of, 

physical facilities of the Interconnected Transmission Owner that, on the date of the pertinent 

Transmission Interconnection Customer’s Upgrade Request, are part of the Transmission System 

or are included in the Regional Transmission Expansion Plan. 

 

Merchant Transmission Facilities: 

 

“Merchant Transmission Facilities” shall mean A.C. or D.C. transmission facilities that are 

interconnected with or added to the Transmission System pursuant to Tariff, Part IV and Part VI 

and that are so identified in Tariff, Attachment T, provided, however, that Merchant 

Transmission Facilities shall not include (i) any Customer Interconnection Facilities, (ii) any 

physical facilities of the Transmission System that were in existence on or before March 20, 

2003 ; (iii) any expansions or enhancements of the Transmission System that are not identified as 

Merchant Transmission Facilities in the Regional Transmission Expansion Plan and Attachment 

T to the Tariff, or (iv) any transmission facilities that are included in the rate base of a public 

utility and on which a regulated return is earned. 

 

Merchant Transmission Provider: 

 

“Merchant Transmission Provider” shall mean an Interconnection Customer that (1) owns,  

controls, or controls the rights to use the transmission capability of, Merchant D.C. Transmission 

Facilities and/or Controllable A.C. Merchant Transmission Facilities that connect the 

Transmission System with another control area, (2) has elected to receive Transmission Injection 

Rights and Transmission Withdrawal Rights associated with such facility pursuant to Tariff, Part 

IV, section 36, and (3) makes (or will make) the transmission capability of such facilities 

available for use by third parties under terms and conditions approved by the Commission and 

stated in the Tariff, consistent with Tariff, section 38. 

 

Metering Equipment: 

 

“Metering Equipment” shall mean all metering equipment installed at the metering points 

designated in the appropriate appendix to an Interconnection Service Agreement. 

 

Minimum Annual Resource Requirement: 
 

“Minimum Annual Resource Requirement” shall mean, for Delivery Years through May 31, 

2017,   the minimum amount of capacity that PJM will seek to procure from Annual Resources 

for the PJM Region and for each Locational Deliverability Area for which the Office of the 
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Interconnection is required under Tariff, Attachment DD, section 5.10(a) to establish a separate 

VRR Curve for such Delivery Year.  For the PJM Region, the Minimum Annual Resource 

Requirement shall be equal to the RTO Reliability Requirement minus [the Sub-Annual 

Resource Reliability Target for the RTO in Unforced Capacity].  For an LDA, the Minimum 

Annual Resource Requirement shall be equal to the LDA Reliability Requirement minus [the 

LDA CETL] minus [the Sub-Annual Resource Reliability Target for such LDA in Unforced 

Capacity]. The LDA CETL may be adjusted pro rata for the amount of load served under the 

FRR Alternative. 

 

Minimum Down Time: 

 

For all generating units that are not combined cycle units, “Minimum Down Time” shall mean 

the minimum number of hours under normal operating conditions between unit shutdown and 

unit startup, calculated as the shortest time difference between the unit’s generator breaker 

opening and after the unit’s generator breaker closure, which is typically indicated by 

telemetered or aggregated State Estimator megawatts greater than zero. For combined cycle 

units, “Minimum Down Time” shall mean the minimum number of hours between the last 

generator breaker opening and after first combustion turbine generator breaker closure, which is 

typically indicated by telemetered or aggregated State Estimator megawatts greater than zero. 

 

Minimum Extended Summer Resource Requirement: 
 

“Minimum Extended Summer Resource Requirement” shall mean, for Delivery Years through 

May 31, 2017, the minimum amount of capacity that PJM will seek to procure from Extended 

Summer Demand Resources and Annual Resources for the PJM Region and for each Locational 

Deliverability Area for which the Office of the Interconnection is required under Tariff, 

Attachment DD, section 5.10(a) to establish a separate VRR Curve for such Delivery Year.  For 

the PJM Region, the Minimum Extended Summer Resource Requirement shall be equal to the 

RTO Reliability Requirement minus [the Limited Demand Resource Reliability Target for the 

PJM Region in Unforced Capacity].  For an LDA, the Minimum Extended Summer Resource 

Requirement shall be equal to the LDA Reliability Requirement minus [the LDA CETL] minus 

[the Limited Demand Resource Reliability Target for such LDA in Unforced Capacity].  The 

LDA CETL may be adjusted pro rata for the amount of load served under the FRR Alternative. 

 

Minimum Generation Emergency: 

 

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the 

Interconnection in which the Office of the Interconnection anticipates requesting one or more 

generating resources to operate at or below Normal Minimum Generation, in order to manage, 

alleviate, or end the Emergency. 

 

Minimum Participation Requirements: 

 

“Minimum Participation Requirements” shall mean a set of minimum training, risk management, 

communication and capital or collateral requirements required for Participants in the PJM 

Markets, as set forth herein and in the Form of Annual Certification set forth as Tariff, 
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Attachment Q, Appendix 1.  Participants transacting in FTRs in certain circumstances will be 

required to demonstrate additional risk management procedures and controls as further set forth 

in the Annual Certification found in Tariff, Attachment Q, Appendix 1. 

 

Minimum Run Time: 

 

For all generating units that are not combined cycle units, “Minimum Run Time” shall mean the 

minimum number of hours a unit must run, in real-time operations, from the time after generator 

breaker closure, which is typically indicated by telemetered or aggregated State Estimator 

megawatts greater than zero, to the time of generator breaker opening, as measured by PJM's 

State Estimator. For combined cycle units, “Minimum Run Time” shall mean the time period 

after the first combustion turbine generator breaker closure, which is typically indicated by 

telemetered or aggregated State Estimator megawatts greater than zero, and the last generator 

breaker opening as measured by PJM’s State Estimator. 

 

MISO: 

 

“MISO” shall mean the Midcontinent Independent System Operator, Inc. or any successor 

thereto. 

 

MOPR Floor Offer Price: 

 

“MOPR Floor Offer Price” shall mean a minimum offer price applicable to certain Market 

Seller’s Capacity Resources under certain conditions, as determined in accordance with Tariff, 

Attachment DD, sections 5.14(h) and 5.14(h-1). 

 

Multi-Driver Project: 

 

“Multi-Driver Project” shall have the same meaning provided in the Operating Agreement. 

 

Native Load Customers: 

 

“Native Load Customers” shall mean the wholesale and retail power customers of a 

Transmission Owner on whose behalf the Transmission Owner, by statute, franchise, regulatory 

requirement, or contract, has undertaken an obligation to construct and operate the Transmission 

Owner’s system to meet the reliable electric needs of such customers. 

 

NERC: 

 

“NERC” shall mean the North American Electric Reliability Corporation or any successor 

thereto. 

 

NERC Interchange Distribution Calculator: 
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“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect 

and being used to calculate the distribution of energy, over specific transmission interfaces, from 

energy transactions. 

 

Net Benefits Test:  
 

“Net Benefits Test” shall mean a calculation to determine whether the benefits of a reduction in 

price resulting from the dispatch of Economic Load Response exceeds the cost to other loads 

resulting from the billing unit effects of the load reduction, as specified in Operating Agreement, 

Schedule 1, section 3.3A.4 and the parallel provisions of Tariff, Attachment K-Appendix, section 

3.3A.4. 

 

Net Cost of New Entry:   

 

“Net Cost of New Entry” shall mean the Cost of New Entry minus the Net Energy and Ancillary 

Service Revenue Offset. 

 

Net Obligation: 

  

“Net Obligation” shall mean the amount owed to PJMSettlement and PJM for purchases from the 

PJM Markets, Transmission Service, (under Tariff, Parts II and III , and other services pursuant 

to the Agreements, after applying a deduction for amounts owed to a Participant by 

PJMSettlement as it pertains to monthly market activity and services.  Should other markets be 

formed such that Participants may incur future Obligations in those markets, then the aggregate 

amount of those Obligations will also be added to the Net Obligation. 

 

Net Sell Position: 

  

“Net Sell Position” shall mean the amount of Net Obligation when Net Obligation is negative. 

 

Network Customer: 

 

“Network Customer” shall mean an entity receiving transmission service pursuant to the terms of 

the Transmission Provider’s Network Integration Transmission Service under Tariff, Part III. 

 

Network External Designated Transmission Service: 

 

“Network External Designated Transmission Service” shall have the meaning set forth in 

Reliability Assurance Agreement, Article I. 

 

Network Integration Transmission Service: 

 

“Network Integration Transmission Service” shall mean the transmission service provided under 

Tariff, Part III. 

 

Network Load: 
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“Network Load” shall mean the load that a Network Customer designates for Network 

Integration Transmission Service under Tariff, Part III.  The Network Customer’s Network Load 

shall include all load (including losses, Non-Dispatched Charging Energy, and Load Serving 

Charging Energy) served by the output of any Network Resources designated by the Network 

Customer.  A Network Customer may elect to designate less than its total load as Network Load 

but may not designate only part of the load at a discrete Point of Delivery.  Where an Eligible 

Customer has elected not to designate a particular load at discrete points of delivery as Network 

Load, the Eligible Customer is responsible for making separate arrangements under Tariff, Part 

II for any Point-To-Point Transmission Service that may be necessary for such non-designated 

load.  Network Load shall not include Dispatched Charging Energy. 

 

Network Operating Agreement: 

 

“Network Operating Agreement” shall mean an executed agreement that contains the terms and 

conditions under which the Network Customer shall operate its facilities and the technical and 

operational matters associated with the implementation of Network Integration Transmission 

Service under Tariff, Part III. 

 

Network Operating Committee: 

 

“Network Operating Committee” shall mean a group made up of representatives from the 

Network Customer(s) and the Transmission Provider established to coordinate operating criteria 

and other technical considerations required for implementation of Network Integration 

Transmission Service under Tariff, Part III.  

 

Network Resource: 

 

“Network Resource” shall mean any designated generating resource owned, purchased, or leased 

by a Network Customer under the Network Integration Transmission Service Tariff.  Network 

Resources do not include any resource, or any portion thereof, that is committed for sale to third 

parties or otherwise cannot be called upon to meet the Network Customer’s Network Load on a 

non-interruptible basis, except for purposes of fulfilling obligations under a reserve sharing 

program. 

 

Network Service User: 

 

“Network Service User” shall mean an entity using Network Transmission Service. 

 

Network Transmission Service: 

 

“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 

terms and conditions set forth in Tariff, Part III, or transmission service comparable to such 

service that is provided to a Load Serving Entity that is also a Transmission Owner. 

 

Network Upgrades: 
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“Network Upgrades” shall mean modifications or additions to transmission-related facilities that 

are integrated with and support the Transmission Provider’s overall Transmission System for the 

general benefit of all users of such Transmission System. Network Upgrades shall include: 

 

 (i) Direct Connection Network Upgrades which are Network Upgrades that are not part 

of an Affected System; only serve the Customer Interconnection Facility; and have no impact or 

potential impact on the Transmission System until the final tie-in is complete.  Both 

Transmission Provider and Interconnection Customer must agree as to what constitutes Direct 

Connection Network Upgrades and identify them in the Interconnection Construction Service 

Agreement, Schedule D.  If the Transmission Provider and Interconnection Customer disagree 

about whether a particular Network Upgrade is a Direct Connection Network Upgrade, the 

Transmission Provider must provide the Interconnection Customer a written technical 

explanation outlining why the Transmission Provider does not consider the Network Upgrade to 

be a Direcct Connection Network Upgrade within 15 days of its determination. 

 

 (ii) Non-Direct Connection Network Upgrades which are parallel flow Network 

Upgrades that are not Direct Connection Network Upgrades. 

 

Neutral Party: 

 

“Neutral Party” shall have the meaning provided in Tariff, Part I, section 9.3(v). 

 

New Entry Capacity Resource with State Subsidy: 

 

“New Entry Capacity Resource with State Subsidy” shall mean (1) starting with the 2022/2023 

Delivery Year, the MWs (in installed capacity) comprising a Capacity Resource with State 

Subsidy that have not cleared in an RPM Auction pursuant to its Sell Offer at or above its 

resource-specific MOPR Floor Offer Price or the applicable default New Entry MOPR Floor 

Offer Price or (2) starting with the Base Residual Auction for the 2022/2023 Delivery Year, any 

of those MWs (in installed capacity) comprising a Capacity Resource with State Subsidy that 

was not included in an FRR Capacity Plan at the time of the Base Residual Auction or the 

subject of a Sell Offer in a Base Residual Auction occurring for a Delivery Year after it last 

cleared an RPM Auction and since then has yet to clear an RPM Auction pursuant to its Sell 

Offer at or above its resource-specific MOPR Floor Offer Price or the applicable default New 

Entry MOPR Floor Offer Price.  Notwithstanding the foregoing, any Capacity Resource that 

previously cleared an RPM Auction before it became entitled to receive a State Subsidy shall not 

be deemed a New Entry Capacity Resource, unless, starting with the Base Residual Auction for 

the 2022/2023 Delivery Year, the Capacity Resource with State Subsidy was not the subject of a 

Sell Offer in a Base Residual Auction or included in an FRR Capacity Plan at the time of the 

Base Residual Auction for a Delivery Year after it last cleared an RPM Auction. 

 

New PJM Zone(s): 

 

“New PJM Zone(s)” shall mean the Zone included in the Tariff, along with applicable Schedules 

and Attachments, for Commonwealth Edison Company, The Dayton Power and Light Company 
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and the AEP East Operating Companies (Appalachian Power Company, Columbus Southern 

Power Company, Indiana Michigan Power Company, Kentucky Power Company, Kingsport 

Power Company, Ohio Power Company and Wheeling Power Company). 

 

New Service Customers: 

 

“New Service Customers” shall mean all customers that submit an Interconnection Request, a 

Completed Application, or an Upgrade Request that is pending in the New Services Queue. 

 

New Service Request: 

 

“New Service Request” shall mean an Interconnection Request, a Completed Application, or an 

Upgrade Request. 

 

New Services Queue: 

 

“New Service Queue” shall mean all Interconnection Requests, Completed Applications, and 

Upgrade Requests that are received within each six-month period ending on April 30 and 

October 31 of each year shall collectively comprise a New Services Queue. 

 

New Services Queue Closing Date: 

 

“New Services Queue Closing Date” shall mean each April 30 and October 31 shall be the 

Queue Closing Date for the New Services Queue comprised of Interconnection Requests, 

Completed Applications, and Upgrade Requests received during the six-month period ending on 

such date. 

 

New York ISO or NYISO: 

 

“New York ISO” or “NYISO” shall mean the New York Independent System Operator, Inc. or 

any successor thereto. 

 

Nodal Reference Price: 

  

The “Nodal Reference Price” at each location shall mean the 97th percentile price differential 

between day-ahead and real-time prices experienced over the corresponding two-month 

reference period in the prior calendar year.   Reference periods will be Jan-Feb, Mar-Apr, May-

Jun, Jul-Aug, Sept-Oct, Nov-Dec.  For any given current-year month, the reference period 

months will be the set of two months in the prior calendar year that include the month 

corresponding to the current month.  For example, July and August 2003 would each use July-

August 2002 as their reference period. 

 

No-load Cost:  

 

“No-load Cost” shall mean the hourly cost required to create the starting point of a 

monotonically increasing incremental offer curve for a generating unit. 
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Nominal Rated Capability: 

 

“Nominal Rated Capability” shall mean the nominal maximum rated capability in megawatts of 

a Transmission Interconnection Customer’s Customer Facility or the nominal increase in 

transmission capability in megawatts of the Transmission System resulting from the 

interconnection or addition of a Transmission Interconnection Customer’s Customer Facility, as 

determined in accordance with pertinent Applicable Standards and specified in the 

Interconnection Service Agreement. 

 

Nominated Demand Resource Value: 

 

“Nominated Demand Resource Value” shall mean the amount of load reduction that a Demand 

Resource commits to provide either through direct load control, firm service level or guaranteed 

load drop programs.  For existing Demand Resources, the maximum Nominated Demand 

Resource Value is limited, in accordance with the PJM Manuals, to the value appropriate for the 

method by which the load reduction would be accomplished, at the time the Base Residual 

Auction or Incremental Auction is being conducted. 

 

Nominated Energy Efficiency Value:  

 

“Nominated Energy Efficiency Value” shall mean the amount of load reduction that an Energy 

Efficiency Resource commits to provide through installation of more efficient devices or 

equipment or implementation of more efficient processes or systems. 

 

Non-Dispatched Charging Energy:  

 

“Non-Dispatched Charging Energy” shall mean all Direct Charging Energy that an Energy 

Storage Resource Model Participant receives from the electric grid that is not otherwise 

Dispatched Charging Energy. 

 

Non-Firm Point-To-Point Transmission Service: 

 

“Non-Firm Point-To-Point Transmission Service” shall mean Point-To-Point Transmission 

Service under the Tariff that is reserved and scheduled on an as-available basis and is subject to 

Curtailment or Interruption as set forth in Tariff, Part II, section 14.7.  Non-Firm Point-To-Point 

Transmission Service is available on a stand-alone basis for periods ranging from one hour to 

one month. 

 

Non-Firm Sale: 

 

“Non-Firm Sale” shall mean an energy sale for which receipt or delivery may be interrupted for 

any reason or no reason, without liability on the part of either the buyer or seller. 

 

Non-Firm Transmission Withdrawal Rights: 
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“No-Firm Transmission Withdrawal Rights” shall mean the rights to schedule energy 

withdrawals from a specified point on the Transmission System. Non-Firm Transmission 

Withdrawal Rights may be awarded only to a Merchant D.C. Transmission Facility that connects 

the Transmission System to another control area. Withdrawals scheduled using Non-Firm 

Transmission Withdrawal Rights have rights similar to those under Non-Firm Point-to-Point 

Transmission Service. 

 

Non-Performance Charge: 

 

“Non-Performance Charge” shall mean the charge applicable to Capacity Performance 

Resources as defined in Tariff, Attachment DD, section 10A(e). 

 

Nonincumbent Developer: 

 

“Nonincumbent Developer” shall have the same meaning provided in the Operating Agreement. 

 

Non-Regulatory Opportunity Cost: 

 “Non-Regulatory Opportunity Cost” shall mean the difference between (a) the forecasted cost to 

operate a specific generating unit when the unit only has a limited number of starts or available 

run hours resulting from (i) the physical equipment limitations of the unit, for up to one year, due 

to original equipment manufacturer recommendations or insurance carrier restrictions, (ii) a fuel 

supply limitation, for up to one year, resulting from an event of Catastrophic Force Majeure; and,  

(b) the forecasted future Locational Marginal Price at which the generating unit could run while 

not violating such limitations.  Non-Regulatory Opportunity Cost therefore is the value 

associated with a specific generating unit’s lost opportunity to produce energy during a higher 

valued period of time occurring within the same period of time in which the unit is bound by the 

referenced restrictions, and is reflected in the rules set forth in PJM Manual 15.  Non-Regulatory 

Opportunity Costs shall be limited to those resources which are specifically delineated in 

Operating Agreement, Schedule 2.  

 

Non-Retail Behind The Meter Generation: 

 

“Non-Retail Behind The Meter Generation” shall mean Behind the Meter Generation that is used 

by municipal electric systems, electric cooperatives, or electric distribution companies to serve 

load. 

 

Non-Synchronized Reserve: 

 

“Non-Synchronized Reserve” shall mean the reserve capability of non-emergency generation 

resources that can be converted fully into energy within ten minutes of a request from the Office 

of the Interconnection dispatcher, and is provided by equipment that is not electrically 

synchronized to the Transmission System. 

 

Non-Synchronized Reserve Event: 
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“Non-Synchronized Reserve Event” shall mean a request from the Office of the Interconnection 

to generation resources able and assigned to provide Non-Synchronized Reserve in one or more 

specified Reserve Zones or Reserve Sub-zones, within ten minutes to increase the energy output 

by the amount of assigned Non-Synchronized Reserve capability. 

 

Non-Variable Loads: 

“Non-Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, 

section 1.5A.6, and the parallel provisions of Tariff, Attachment K-Appendix, section 1.5A.6. 

 

Non-Zone Network Load: 

 

“Non-Zone Network Load shall mean Network Load that is located outside of the PJM Region. 

 

Normal Maximum Generation: 

 

“Normal Maximum Generation” shall mean the highest output level of a generating resource 

under normal operating conditions. 

 

Normal Minimum Generation: 

 

“Normal Minimum Generation” shall mean the lowest output level of a generating resource 

under normal operating conditions. 
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4. GENERAL PROVISIONS 

 

4.1 Capacity Market Sellers 

 

Only Capacity Market Sellers shall be eligible to submit Sell Offers into the Base Residual 

Auction and Incremental Auctions.  Capacity Market Sellers shall comply with the terms and 

conditions of all Sell Offers, as established by the Office of the Interconnection in accordance 

with this Attachment DD, Tariff, Attachment M, Tariff, Attachment M - Appendix and the 

Operating Agreement.  

 

4.2 Capacity Market Buyers 

 

Only Capacity Market Buyers shall be eligible to submit Buy Bids into an Incremental Auction.  

Capacity Market Buyers shall comply with the terms and conditions of all Buy Bids, as 

established by the Office of the Interconnection in accordance with this Attachment DD, Tariff, 

Attachment M, Tariff, Attachment M - Appendix and the Operating Agreement.  

 

4.3 Agents 

 

A Capacity Market Seller may participate in a Base Residual Auction or Incremental Auction 

through an Agent, provided that the Capacity Market Seller informs the Office of the 

Interconnection in advance in writing of the appointment and authority of such Agent. A 

Capacity Market Buyer may participate in an Incremental Auction through an Agent, provided 

that the Capacity Market Buyer informs the Office of the Interconnection in advance in writing 

of the appointment and authority of such Agent. A Capacity Market Buyer or Capacity Market 

Seller participating in such an auction through an Agent shall be bound by all of the acts or 

representations of such Agent with respect to transactions in such auction. Any written 

instrument establishing the authority of such Agent shall provide that any such Agent shall 

comply with the requirements of this Attachment DD and the Operating Agreement. 

 

4.4 General Obligations of Capacity Market Buyers and Capacity Market Sellers 

 

Each Capacity Market Buyer and Capacity Market Seller shall comply with all laws and 

regulations applicable to the operation of the Base Residual and Incremental Auctions and the 

use of these auctions shall comply with all applicable provisions of this Attachment DD, Tariff, 

Attachment M, Tariff, Attachment M - Appendix, Tariff, Attachment Q, the Operating 

Agreement, and the Reliability Assurance Agreement, Tariff, Attachment K-Appendix, section 

1.4 and the parallel provisions of Operating Agreement, Schedule 1, section 1.4, and all 

procedures and requirements for the conduct of the Base Residual and Incremental Auctions and 

the PJM Region established by the Office of the Interconnection in accordance with the 

foregoing. 

 

4.5 Confidentiality 

 

The following information submitted to the Office of the Interconnection in connection with any 

Base Residual Auction, Incremental Auction, Reliability Backstop Auction, or Capacity 
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Performance Transition Incremental Auction shall be deemed confidential information for 

purposes of Operating Agreement, section 18.17, Tariff, Attachment M and Tariff, Attachment 

M - Appendix:  (i) the terms and conditions of the Sell Offers and Buy Bids; and (ii) the terms 

and conditions of any bilateral transactions for Capacity Resources. 

 

4.6 Bilateral Capacity Transactions 

 

 (a) Unit-Specific Internal Capacity Bilateral Transaction Transferring All Rights and 

Obligations (“Section 4.6(a) Bilateral”). 

 

(i) Market Participants may enter into unit-specific internal bilateral capacity 

contracts for the purchase and sale of title and rights to a specified amount of installed capacity 

from a specific generating unit or units.  Such bilateral capacity contracts shall be for the transfer 

of rights to capacity to and from a Market Participant and shall be reported to the Office of the 

Interconnection in accordance with this Attachment DD and the Office of the Interconnection’s 

rules related to its eRPM tools.   

 

(ii) For purposes of clarity, with respect to all Section 4.6(a) Bilateral 

transactions, the rights to, and obligations regarding, the capacity that is the subject of the 

transaction shall pass to the buyer under the contract at the location of the unit and further 

transactions and rights and obligations associated with such capacity shall be the responsibility 

of the buyer under the contract. Such obligations include any charges, including penalty charges, 

relating to the capacity under this Attachment DD.  In no event shall the purchase and sale of the 

rights to capacity pursuant to a Section 4.6(a) Bilateral constitute a transaction with the Office of 

the Interconnection or PJMSettlement or a transaction in any auction under this Attachment DD.   

 

(iii) All payments and related charges associated with a Section 4.6(a) Bilateral 

shall be arranged between the parties to the transaction and shall not be billed or settled by the 

Office of the Interconnection or PJMSettlement.  The Office of the Interconnection, 

PJMSettlement, and the Members will not assume financial responsibility for the failure of a 

party to perform obligations owed to the other party under a Section 4.6(a) Bilateral reported to 

the Office of the Interconnection under this Attachment DD.   

 

(iv) With respect to capacity that is the subject of a Section 4.6(a) Bilateral that 

has cleared an auction under this Attachment DD prior to a transfer, the buyer of the cleared 

capacity shall be considered in the Delivery Year the party to a transaction with PJMSettlement 

as Counterparty for the cleared capacity at the Capacity Resource Clearing Price published for 

the applicable auction. 

 

(v) A buyer under a Section 4.6(a) Bilateral contract shall pay any penalties or 

charges associated with the capacity transferred under the contract.  To the extent the capacity 

that is the subject of a Section 4.6(a) Bilateral contract has cleared an auction under this 

Attachment DD prior to a transfer, then the seller under the contract also shall guarantee and 

indemnify the Office of the Interconnection, PJMSettlement, and the Members for the buyer’s 

obligation to pay any penalties or charges associated with the capacity and for which payment is 

not made to PJMSettlement by the buyer as determined by the Office of the Interconnection.  All 
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claims regarding a default of a buyer to a seller under a Section 4.6(a) Bilateral contract shall be 

resolved solely between the buyer and the seller.   

 

(vi) To the extent the capacity that is the subject of the Section 4.6(a) Bilateral 

transaction already has cleared an auction under this Attachment DD, such bilateral capacity 

transactions shall be subject to the prior consent of the Office of the Interconnection and its 

determination that sufficient credit is in place for the buyer with respect to the credit exposure 

associated with such obligations. 

 

 (b) Bilateral Capacity Transaction Transferring Title to Capacity But Not 

Transferring Performance Obligations (“Section 4.6(b) Bilateral”).   

 

(i) Market Participants may enter into bilateral capacity transactions for the 

purchase and sale of a specified megawatt quantity of capacity that has cleared an auction 

pursuant to this Attachment DD.  The parties to a Section 4.6(b) Bilateral transaction shall 

identify (1) each unit from which the transferred megawatts are being sold, and (2) the auction in 

which the transferred megawatts cleared.  Such bilateral capacity transactions shall transfer title 

and all rights with respect to capacity and shall be reported to the Office of the Interconnection 

on an annual basis prior to each Delivery Year in accordance with this Attachment DD and 

pursuant to the Office of the Interconnection’s rules related to its eRPM tools. Reported 

transactions with respect to a unit will be accepted by the Office of the Interconnection only to 

the extent that the total of all bilateral sales from the reported unit (including Section 4.6(a) 

Bilaterals, Section 4.6(b) Bilaterals, and Locational UCAP bilaterals) do not exceed the unit’s 

cleared unforced capacity. 

 

(ii) For purposes of clarity, with respect to all Section 4.6(b) Bilateral 

transactions, the rights to the capacity shall pass to the buyer at the location of the unit(s) 

specified in the reported transaction.  In no event shall the purchase and sale of the rights to 

capacity pursuant to a Section 4.6(b) Bilateral constitute a transaction with PJMSettlement or the 

Office of the Interconnection or a transaction in any auction under this Attachment DD.   

 

(iii) With respect to a Section 4.6(b) Bilateral, the buyer of the cleared capacity 

shall be considered in the Delivery Year the party to a transaction with PJMSettlement as 

Coutnerparty for the cleared capacity at the Capacity Resource Clearing Price published for the 

applicable auction; provided, however, with respect to all Section 4.6(b) Bilateral transactions, 

such transactions do not effect a novation of the seller’s obligations to make RPM capacity 

available to PJM pursuant to the terms and conditions originally agreed to by the seller; provided 

further, however, the buyer shall indemnify PJMSettlement, the LLC, and the Members for any 

failure by a seller under a Section 4.6(b) Bilateral to meet any resulting obligations, including the 

obligation to pay deficiency penalties and charges owed to PJMSettlement, associated with the 

capacity.   

 

(iv) All payments and related charges associated with a Section 4.6(b) 

Bilateral shall be arranged between the parties to the contract and shall not be billed or settled by 

the Office of the Interconnection or PJMSettlement.  The Office of the Interconnection, 

PJMSettlement, and the Members will not assume financial responsibility for the failure of a 
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party to perform obligations owed to the other party under a Section 4.6(b) Bilateral capacity 

contract reported to the Office of the Interconnection under this Attachment DD.   

 

(v) All claims regarding a default of a buyer to a seller under a Section 4.6(b) 

Bilateral shall be resolved solely between the buyer and the seller.   

 

 (c) Locational UCAP Bilateral Transactions Between Capacity Sellers.  

 

(i) Market Participants may enter into Locational UCAP bilateral transactions  

which shall be reported to the Office of the Interconnection in accordance with this Attachment 

DD and the LLC’s rules related to its eRPM tools.   

 

(ii) For purposes of clarity, with respect to all Locational UCAP bilateral 

transactions, the rights to the Locational UCAP that are the subject of the Locational UCAP 

bilateral transaction shall pass to the buyer under the Locational UCAP bilateral contract subject 

to the provisions of Tariff, Attachment DD, section 5.3A.  In no event, shall the purchase and 

sale of Locational UCAP pursuant to a Locational UCAP bilateral transaction constitute a 

transaction with the Office of the Interconnection or PJMSettlement, or a transaction in any 

auction under this Attachment DD.   

 

(iii) A Locational UCAP Seller shall have the obligation to make the capacity 

available to PJM in the same manner as capacity that has cleared an auction under this 

Attachment DD and the Locational UCAP Seller shall have all obligations for charges and 

penalties associated with the capacity that is the subject of the Locational UCAP bilateral 

contract; provided, however, the buyer shall indemnify PJMSettlement, the LLC, and the 

Members for any failure by a seller to meet any resulting obligations, including the obligation to 

pay deficiency penalties and charges owed to PJMSettlement, associated with the capacity.  All 

claims regarding a default of a buyer to a seller under a Locational UCAP bilateral contract shall 

be resolved solely between the buyer and the seller.   

 

(iv) All payments and related charges for the Locational UCAP associated 

with a Locational UCAP bilateral contract shall be arranged between the parties to such bilateral 

contract and shall not be billed or settled by the Office of the Interconnection or PJMSettlement.  

The LLC, PJMSettlement, and the Members will not assume financial responsibility for the 

failure of a party to perform obligations owed to the other party under a Locational UCAP 

bilateral contract reported to the Office of the Interconnection under this Attachment DD.   

 

 (d) The bilateral transactions provided for in this section 4.6 shall be for the physical 

transfer of capacity to or from a Market Participant and shall be reported to and coordinated with 

the Office of the Interconnection in accordance with this Attachment DD and pursuant to the 

Office of the Interconnection’s rules relating to its eRPM tools.  Bilateral transactions that do not 

contemplate the physical transfer of capacity to and from a Market Participant are not subject to 

this Attachment DD and shall not be reported to and coordinated with the Office of the 

Interconnection. 
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 (e) Effective with the 2022/2023 Delivery Year, any short-term bilateral transaction 

(one year or less) provided for in this section 4.6 for replacement capacity shall be given no 

effect in satisfying the buyer’s obligations under this Attachment DD to the extent that the 

resource that is the subject of the transaction is a Capacity Resource with State Subsidy for 

which the Capacity Market Seller has not elected to forego receipt of any State Subsidy for the 

relevant Delivery Year and does not qualify for one of the categorical exemptions described in 

Tariff, Attachment DD, sections 5.14(h-1)(5) through 5.14(h-1)(8) and the purchased capacity is 

then used to replace capacity from a Capacity Resource that (1) is not a Capacity Resource with 

State Subsidy or (2) is a Capacity Resource with State Subsidy for which the Capacity Market 

Seller elected the competitive exemption pursuant Tariff, Attachment DD, section 5.14(h-1)(4) 

or reported that it will forego receipt of any State Subsidy for the relevant Delivery Year, all as 

in accordance with the PJM Manuals.  
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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 EFORd). 

 

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: 

 

(i) 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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(ii) 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 

 

(iii) 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: 

 

i) 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. 

 

ii) 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.  

 

iii) 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 New Generation Capacity Resources that 

are not Capacity Resources with State Subsidy 

 

(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.  This 

section only applies to new Generation Capacity Resources that do not receive or are not entitled 

to receive a State Subsidy, meaning that such resources are not Capacity Resources with State 

Subsidy.  To the extent a new Generation Capacity Resource is a Capacity Resource with State 

Subsidy, then the provisions in Tariff, Attachment DD, section 5.14(h-1) apply. 

 

The gross Cost of New Entry component of Net Asset Class Cost of New Entry 

shall be, for purposes of the 2018/2019 2022/2023 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 2021/2022 Delivery Years, 

the MOPR Floor Offer Price shall be the same as that used in the Base Residual Auction for such 
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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 Area 1 CONE Area 2 CONE Area 3 CONE Area 4 

CT 

$/MW-yr 

108,000132,200 109,700130,300 105,500128,990 105,500130,300 

CC 

$/MW-yr 

118,400185,700 122,000176,000 111,900172,600 114,200179,400 

 

  (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 2025% for the wages index, 5560% for the construction materials index, 

and 2515% 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 6.553 722 MMbtu/Mwh, the 

variable operations and maintenance expenses for such resource shall be $2.113.23 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 Peak-Hour Dispatch, for each such period that the resource is economic (using the 

test set forth in such definition), rather than only during the four-hour blocks within such period 

that such resource is economic, and the ancillary service revenues shall be $3350 3198 per MW-

year.   

 

(4)  Any Sell Offer that is based on either (i) or (ii), and (iii):  

 

i) 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 
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ii)  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;  

iii) 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. 

  

(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: 

    

i) 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. 

 

ii) 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 
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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.   

 

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 
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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.  

 

 h-1) Minimum Offer Price Rule for Capacity Resources with State Subsidy 

 

(1)  General Rule.  Any Sell Offer based on either a New Entry Capacity 

Resource with State Subsidy or a Cleared Capacity Resource with a State Subsidy submitted in 

any RPM Auction shall have an offer price no lower than the applicable MOPR Floor Offer 

Price, unless the Capacity Market Seller qualifies for an exemption with respect to such Capacity 

Resource with a State Subsidy prior to the submission of such offer. 

 

(A) Effect of Exemption.  To the extent a Sell Offer in any RPM 

Auction is based on a Capacity Resource with State Subsidy that qualifies for any of the 

exemptions defined in Tariff, Attachment DD, sections 5.14(h-1)(4)-(8), the Sell Offer for such 

resource shall not be limited by the MOPR Floor Offer Price, unless otherwise specified.   

 

(B) Effect of Exception. To the extent a Sell Offer in any RPM 

Auction for any Delivery Year is based on a Capacity Resource with State Subsidy for which the 

Capacity Market Seller obtains, prior to the submission of such offer, a resource-specific 

exception, such offer may include an offer price below the default MOPR Floor Offer Price 

applicable to such resource type, but no lower than the resource-specific MOPR Floor Offer 

Price determined in such exception process.   

 

(C) Process for Establishing a Capacity Resource with a State Subsidy.  

 

(i) By no later than one hundred and twenty (120) days prior 

to the commencement of the offer period of any RPM Auction conducted for the 2022/2023 

Delivery Year and all subsequent Delivery Years, each Capacity Market Seller must certify to 

the Office of Interconnection, in accordance with the PJM Manuals, whether or not each 

Capacity Resource (other than Demand Resource and Energy Efficiency Resource) that the 

Capacity Market Seller intends to offer into the RPM Auction qualifies as a Capacity Resource 
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with a State Subsidy (including by way of Jointly Owned Cross-Subsidized Capacity Resource) 

and identify (with specificity) any State Subsidy.  Capacity Market Sellers that intend to offer a 

Demand Resource or an Energy Efficiency Resource into the RPM Auction shall certify to the 

Office of Interconnection, in accordance with the PJM Manuals, whether or not such Demand 

Resource or Energy Efficiency Resource qualifies as a Capacity Resource with a State Subsidy 

no later than thirty (30) days prior to the commencement of the offer period of any RPM Auction 

conducted for the 2022/2023 Delivery Year and all subsequent Delivery Years. All Capacity 

Market Sellers shall be responsible for each certification irrespective of any guidance developed 

by the Office of the Interconnection and the Market Monitoring Unit.  A Capacity Resource shall 

be deemed a Capacity Resource with State Subsidy if the Capacity Market Seller fails to timely 

certify whether or not a Capacity Resource is entitled to a State Subsidy, unless the Capacity 

Market Seller receives a waiver from the Commission.  Notwithstanding, if a Capacity Market 

Seller submits a timelyor the Capacity Resource previously received a resource-specific 

exception pursuant to Tariff, Attachment DD, section 5.14(h-1)(3) for the relevant Delivery 

Year, and PJM approves the resource-specific MOPR Floor Offer Price, then the Capacity 

Market Seller may use such floor price regardless of whether it timely certified whether or not 

the resource is a Capacity Resource with State Subsidy.   

 

(ii) The requirements in subsection (i) above do not apply to 

Capacity Resources for which the Market Seller designated whether or not it is subject to a State 

Subsidy and the associated subsidies to which the Capacity Resource is entitled in a prior 

Delivery Year, unless there has been a change in the set of those State Subsidy(ies), or for those 

which are eligible for the Demand Resource or Energy Efficiency exemption, Capacity Storage 

Resource exemption, Self-Supply Entity exemption, or the Renewable Portfolio Standard 

exemption.   

 

(iii) Once a Capacity Market Seller has certified a Capacity 

Resource as a Capacity Resource with a State Subsidy, the status of such Capacity Resource will 

remain unchanged unless and until the Capacity Market Seller (or a subsequent Capacity Market 

Seller) that owns or controls such Capacity Resource provides a certification of a change in such 

status, the Office of the Interconnection removes such status, or by FERC order.  All Capacity 

Market Sellers shall have an ongoing obligation to certify to the Office of Interconnection and 

the Market Monitoring Unit a Capacity Resource’s material change in status as a Capacity 

Resource with State Subsidy within 5 30 days of such material change, unless such material 

change occurs within 30 days of the commencement of the offer period of any RPM Auction for 

the 2022/2023 Delivery Year and all subsequent Delivery Years, in which case the Market Seller 

must notify PJM no later than 5 days prior to the commencement of the offer period of any RPM 

Auction for the 2022/2023 Delivery Year and all subsequent Delivery Years. Nothing in this 

provision shall supersede the requirement for all Capacity Market Sellers to certify to the Office 

of Interconnection whether its resource meets the criteria of a Capacity Resource with State 

Subsidy pursuant to Tariff, Attachment DD, section 5.14(h-1)(1)(C)(i).  

 

(2) Minimum Offer Price Rule.  Any Sell Offer for a New Entry Capacity 

Resource with State Subsidy or a Cleared Capacity Resource with State Subsidy that does not 

qualify for any of the exemptions, as defined in Tariff, Attachment DD, sections 5.14(h-1)(4)-

(8), shall have an offer price no lower than the applicable MOPR Floor Offer Price, unless the 

applicable MOPR Floor Offer Price is higher than the applicable Market Seller Offer Cap, in 
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which circumstance the Capacity Resource with State Subsidy must seek a resource-specific 

value determined in accordance with the resource-specific MOPR Floor Offer Price process to 

participate in an RPM Auction.  In the event the resource-specific MOPR Floor Offer Price is 

greater than the applicable Market Seller Offer Cap, the Capacity Market Seller of such Capacity 

Resource may only submit an offer for such resource equal to the resource-specific MOPR Floor 

Offer Price into the relevant RPM Auction notwithstanding the provisions in Tariff, Attachment 

DD, section 6.4(a) or Tariff, Attachment DD, section 6.5(a). 

 

(A) New Entry MOPR Floor Offer Price. For a New Entry Capacity 

Resource with State Subsidy the applicable MOPR Floor Offer Price, based on the net cost of 

new entry for each resource type, shall be, at the election of the Capacity Market Seller, (i) the 

resource-specific value determined in accordance with the resource-specific MOPR Floor Offer 

Price process in Tariff, Attachment DD, section 5.14(h-1)(3) below or (ii) if applicable, the 

default New Entry MOPR Floor Offer Price for the applicable resource based on the gross cost 

of new entry values shown in the table below, as adjusted for Delivery Years subsequent to the 

2022/2023 Delivery Year, net of estimated net energy and ancillary service revenues for the 

resource type and Zone in which the resource is located. 

 

Resource Type Gross Cost of New Entry 

(2022/2023 $/ MW-day) 

(Nameplate) 

Nuclear $2,000 

Coal $1,068 

Combined Cycle $320 

Combustion Turbine $294 

Fixed Solar PV $271 

Tracking Solar PV $290 

Onshore Wind $420 

Offshore Wind $1,155 

Battery Energy Storage $532 

Generation Diesel 
Backed Demand 

Resource 

$254 

 

 

The gross cost of new entry values in the table above are expressed in dollars per MW-day in 

terms of nameplate megawatts.  For purposes of submitting a Sell Offer, the gross cost of new 

entry values must be converted to a net  cost of new entry by subtracting the estimated net energy 

and ancillary service revenues, as determined below, from the gross cost of new entry.  However, 

the resultant net cost of new entry of the battery energy storage resource type in the table above 

must be multiplied by 2.5.  The net cost of new entry based on nameplate capacity is then  

converted to Unforced Capacity (“UCAP”) MW-day.  To determine the applicable UCAP MW-

day value, the net cost of new entry is adjusted as follows:  for thermal generation resource types 

and battery energy storage resource types, the applicable class average EFORd; for wind and 

solar generation resource types, the applicable class average capacity value factor; or for 

Demand Resources and Energy Efficiency Resources, the Forecast Pool Requirement, as 
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applicable to the relevant RPM Auction.  The resulting default New Entry MOPR Floor Offer 

price in UCAP/MW-day terms shall be applied to each MW offered for the Capacity Resource 

regardless of the actual Sell Offer quantity and regardless of whether the Sell Offer is for a 

Seasonal Capacity Performance Resource. 

  

The default New Entry MOPR Floor Offer Price for load-backed Demand Resources (i.e., the 

MW portion of Demand Resources that is not supported by generation) shall be separately 

determined for each Locational Deliverability Area as the MW-weighted average offer price of 

load-backed Demand Resources from the most recent three Base Residual Auctions, where the 

MW weighting shall be determined based on the portion of each Sell Offer for a load-backed 

portion of the Demand Resource that is supported by end-use customer locations on the 

registrations used in the pre-registration process for such Base Residual Auctions, as described in 

the PJM Manuals.   

 

For generation-backed Demand Resources that are not powered by diesel generators, the default 

New Entry MOPR Floor Offer Price shall be the default New Entry MOPR Floor Offer Price 

applicable to their technology type.  Generation-backed Demand Resources using a technology 

type for which there is no default MOPR Floor Offer Price provided in accordance with this 

section must seek a resource-specific value determined in accordance with the resource-specific 

MOPR Floor Offer Price process in Tariff, Attachment DD, section 5.14(h-1)(3) below to 

participate in an RPM Auction. 

 

The default New Entry MOPR Floor Offer Price for Energy Efficiency Resources shall be 

$64/ICAP MW-Day (Net Cost of New Entry). 

 

Commencing with the Base Residual Auction for the 2023/2024 Delivery Year, the Office of the 

Interconnection shall adjust the default gross costs of new entry in the table above and for load-

backed Demand Resources, and post the preliminary estimates of the adjusted applicable default 

New Entry MOPR Floor Offer Prices on its website, by no later than one hundred fifty (150) 

days prior to the commencement of the offer period for each Base Residual Auction.  To 

determine the adjusted applicable default New Entry MOPR Floor Offer Prices for all resource 

types except for load-backed Demand Resources and Energy Efficiency Resources, the Office of 

the Interconnection shall adjust the gross costs of new entry utilizing, for combustion turbine and 

combined cycle resource types, the same Applicable BLS Composite Index applied for such 

Delivery Year to adjust the CONE value used to determine the Variable Resource Requirement 

Curve, in accordance with Tariff, Attachment DD, section 5.10(a)(iv), and for all other resource 

types, the “BLS Producer Price Index Turbines and Turbine Generator Sets” component of the 

Applicable BLS Composite Index used to determine the Variable Resource Requirement Curve 

shall be replaced with the “BLS Producer Price Index Final Demand, Goods Less Food & 

Energy, Private Capital Equipment” when adjusting the gross costs of new entry.  The resultant 

value shall then be then adjusted further by a factor of 1.022 for nuclear, coal, combustion 

turbine, combine cycle, and generation-backed Demand Resource types or 1.01 for solar, wind, 

and storage resource types to reflect the annual decline in bonus depreciation scheduled under 

federal corporate tax law.  Updated estimates of the net energy and ancillary service revenues for 

each default resource type and applicable Zone, which shall include, but are not limited to, 

consideration of Fuel Costs, Maintenance Adders and Operating Costs, as applicable, pursuant to 

Operating Agreement, Schedule 2 shall then be subtracted from the adjusted gross costs of new 
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entry to determine the adjusted New Entry MOPR Floor Offer Price.  The net energy and 

ancillary services revenue is equal to the average of the annual net revenues of the three most 

recent calendar years preceding the Base Residual Auction, where such annual net revenues shall 

be determined in accordance with the following and the PJM Manuals:   

(i) for nuclear resource type, the net energy and ancillary services revenue 

estimate shall be determined by the gross energy market revenue determined by the product of 

[average annual zonal day-ahead LMP times 8,760 hours times the annual average equivalent 

availability factor of all PJM nuclear resources] minus the total annual cost to produce energy 

determined by the product of [8,760 hours times the annual average equivalent availability factor 

of all PJM nuclear resources times $9.02/MWh for a single unit plant or $7.66/MWh for a multi-

unit plant] where these hourly cost rates include fuel costs and variable operation and 

maintenance expenses, inclusive of Maintenance Adder costs, plus an ancillary services revenue 

of $3,350/MW-year;  

(ii) for coal resource type, the net energy and ancillary services revenue 

estimate shall be determined by a simulated dispatch of a 650 MW coal unit (with heat rate of 

8,638 BTU/kWh and variable operations and maintenance variable operation and maintenance 

expenses, inclusive of Maintenance Adder costs, of $9.50/MWh) using applicable coal prices, as 

set forth in the PJM Manuals, and an ancillary services revenue of $3,350/MW-year. The unit is 

committed day-ahead in profitable blocks of at least eight hours, and then committed in real-time 

for profitable hours if not already committed day ahead;  

(iii) for combustion turbine resource type, the net energy and ancillary services 

revenue estimate shall be determined in a manner consistent with the methodology described in 

Tariff, Attachment DD, section 5.10(a)(v)(B) for the Reference Resource combustion turbine.   

(iv) for combined cycle resource type, the net energy and ancillary services 

revenue estimate shall be determined  in the same manner as that prescribed for a combustion 

turbine resource type, except that the heat rate assumed for the combined cycle resource shall be 

6,553 BTU/kwh, the variable operations and maintenance expenses for such resource, inclusive 

of Maintenance Adder costs, shall be $2.11/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 Peak-Hour Dispatch, 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 

services revenue shall be $3,350/MW-year.  

(v) for solar PV resource type, the net energy and ancillary services revenue 

estimate shall be determined using a solar resource model that provides the average MW output 

level, expressed as a percentage of nameplate rating, by hour of day (for each of the 24-hours of 

a day) and by calendar month (for each of the twelve months of a year). The annual net energy 

market revenues are determined by multiplying the solar output level of each hour by the real-

time zonal LMP applicable to such hour with this product summed across all of the hours of an 

annual period, plus an ancillary services revenue of $3,350/MW-year.  Two separate solar 

resource models are used, one model for a fixed panel resource and a second model for a 

tracking panel resource;  

(vi) for onshore wind resource type, the net energy and ancillary services 

revenue estimate shall be determined using a wind resource model that provides the average MW 

output level, expressed as a percentage of nameplate rating, by hour of day (for each of the 24-

hours of a day) and by calendar month (for each of the twelve months of a year). The annual 

energy market revenues are determined by multiplying the wind output level of each hour by the 
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real-time zonal LMP applicable to such hour with this product summed across all of the hours of 

an annual period, plus an ancillary services revenue of $3,350/MW-year; 

(vii) for offshore wind resource type, the net energy and ancillary services 

revenue estimate shall be the product of [the average annual zonal real-time LMP times 8,760 

hours times an assumed annual capacity factor of 45%], plus an ancillary services revenue of 

$3,350/MW-year;   

(viii) for Capacity Storage Resource, the net energy and ancillary services 

revenue estimate shall be estimated by a simulated dispatch against historical real-time zonal 

LMPs where the resource is assumed to be dispatched for the four hours of highest LMP of a 

daily twenty-four hour period if the average LMP of these four hours exceeds 120% of the 

average LMP of the four lowest LMP hours of the same twenty-four hour period.  The net energy 

market revenues will be determined by the product of [hourly output of 1 MW times the hourly 

LMP for each hour of assumed discharging] minus the product of [hourly consumption of 1.2 

MW times the hourly LMP for each hour of assumed charging] with this net value summed 

across all of the hours of an annual period, plus an ancillary services revenue of $3,350/MW-

year.  An 83.3% efficiency of the battery energy storage resource is reflected by assuming each 

1.0 MW of discharge requires 1.2 MW of charge; and 

(ix) for generation-backed Demand Resource, the net energy and ancillary 

services revenue estimate shall be zero dollars.   

 

Beginning with the Delivery Year that commences June 1, 2022, and continuing no later than for 

every fourth Delivery Year thereafter, the Office of the Interconnection shall review the default 

gross cost of new entry values.  Such review may include, without limitation, analyses of the 

fixed development, construction, operation, and maintenance costs for such resource types.  

Based on the results of such review, PJM shall propose either to modify or retain the default 

gross cost of new entry values stated in the table above and the default New Entry MOPR Floor 

Offer Price for Energy Efficiency Resources.  The Office of the Interconnection shall post 

publicly and solicit stakeholder comment regarding the proposal.  If, as a result of this process, 

changes to the default gross cost of new entry values or the default New Entry MOPR Floor 

Offer Price for Energy Efficiency are proposed, the Office of the Interconnection shall file such 

proposed modifications with the FERC by October 1, prior to the conduct of the Base Residual 

Auction for the first Delivery Year in which the new values would be applied.   

 

New Entry Capacity Resource with State Subsidy for which there is no default MOPR Floor 

Offer Price provided in accordance with this section, including hybrid resources, must seek a 

resource-specific value determined in accordance with the resource-specific MOPR Floor Offer 

Price process below to participate in an RPM Auction.  Failure to obtain a resource-specific 

MOPR Floor Offer Price will result in the Office of the Interconnection rejecting any Sell Offer 

based on such resource for the relevant RPM Auction. 

 

(B) Cleared MOPR Floor Offer Prices.  For a Cleared Capacity 

Resource with State Subsidy, the applicable Cleared MOPR Floor Offer Price shall be, at the 

election of the Capacity Market Seller, (i) based on the resource-specific MOPR Floor Offer 

Price , as determined in accordance with Tariff, Attachment DD, section 5.14(h-1)(3) below, or 

(ii) if available, the default Avoidable Cost Rate for the applicable resource type shown in the 

table below, as adjusted for Delivery Years subsequent for the 2022/2023 Delivery Year to 

reflect changes in avoidable costs, net of projected PJM market revenues equal to the resource’s 
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historical net energy and ancillary service revenues consistent with Tariff, Attachment DD, 

section 6.8(d). 

 

Existing Resource 

Type 
Default Gross ACR 

(2022/2023  
($/MW-day) 

(Nameplate) 
Nuclear - single $697 

Nuclear - dual $445 

Coal $80 

Combined Cycle $56 

Combustion Turbine $50 

Solar PV 

(fixed and tracking) 
$40 

Wind Onshore $83 

GenerationDiesel-

backed Demand 

Response 

$3 

Load-backed Demand 

Response 
$0 

Energy Efficiency $0 

 

The default gross Avoidable Cost Rate values in the table above are expressed in dollars per 

MW-day in terms of nameplate megawatts.  For purposes of submitting a Sell Offer, the default 

Avoidable Cost Rate values must be net of estimated net energy and ancillary service revenues, 

and then the difference is ultimately converted to Unforced Capacity (“UCAP”) MW-day, where 

the UCAP MW-day value will be determined based on the resource-specific EFORd for thermal 

generation resource types and battery energy storage resource types, resource-specific capacity 

value factor for solar and wind generation resource types (based on the ratio of Capacity 

Interconnection Rights to nameplate capacity, appropriately time-weighted for any winter 

Capacity Interconnection Rights), or the Forecast Pool Requirement for Demand Resources and 

Energy Efficiency Resources, as applicable to the relevant RPM Auction.  The resulting default 

Cleared MOPR Floor Offer price in UCAP/MW-day terms shall be applied to each MW offered 

for the Capacity Resource regardless of actual Sell Offer quantity and regardless of whether the 

Sell Offer is for a Seasonal Capacity Performance Resource. 

 

Commencing with the Base Residual Auction for the 2023/2024 Delivery Year, the Office of the 

Interconnection shall adjust the default Avoidable Cost Rates in the table above, and post the 

adjusted values on its website, by no later than one hundred fifty (150) days prior to the 

commencement of the offer period for each Base Residual Auction.  To determine the adjusted 

Avoidable Cost Rates, the Office of the Interconnection shall utilize the 10-year average Handy-

Whitman Index in order to adjust the Gross ACR values to account for expected inflation. 

Updated estimates of the net energy and ancillary service revenues shall be determined on a 

resource-specific basis in accordance with Tariff, Attachment DD, section 6.8(d) and the PJM 

Manuals. 
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Beginning with the Delivery Year that commences June 1, 2022, and continuing no later than for 

every fourth Delivery Year thereafter, the Office of the Interconnection shall review the default 

Avoidable Cost Rates for Capacity Resources with State Subsidies that have cleared in an RPM 

Auction for any prior Delivery Year.  Such review may include, without limitation, analyses of 

the avoidable costs of such resource types.  Based on the results of such review, PJM shall 

propose either to modify or retain the default Avoidable Cost Rate values stated in the table 

above.  The Office of the Interconnection shall post publicly and solicit stakeholder comment 

regarding the proposal.  If, as a result of this process, changes to the default Avoidable Cost Rate 

values are proposed, the Office of the Interconnection shall file such proposed modifications 

with the FERC by October 1, prior to the conduct of the Base Residual Auction for the first 

Delivery Year in which the new values would be applied.   

 

For generation-backed Demand Resources that are not powered by diesel generators, the default 

Cleared MOPR Floor Offer Price shall be the default Cleared MOPR Floor Offer Price 

applicable to their technology type.  Generation-backed Demand Resources using a technology 

type for which there is no default MOPR Floor Offer Price provided in accordance with this 

section must seek a resource-specific value determined in accordance with the resource-specific 

MOPR Floor Offer Price process in Tariff, Attachment DD, section 5.14(h-1)(3) below to 

participate in an RPM Auction. 

 

Cleared Capacity Resources with State Subsidy for which there is no default MOPR Floor Offer 

Price provided in accordance with this section, including hybrid resources, must seek a resource-

specific value determined in accordance with the resource-specific MOPR Floor Offer Price 

process below to participate in an RPM Auction.  Failure to obtain a resource-specific MOPR 

Floor Offer Price will result in the Office of the Interconnection rejecting any Sell Offer based on 

such resource. 

 

(3) Resource-Specific Exception.  A Capacity Market Seller intending to 

submit a Sell Offer in any RPM Auction for a New Entry Capacity Resource with State Subsidy 

or a Cleared Capacity Resource with State Subsidy below the applicable default MOPR Floor 

Offer Price may, at its election, submit a request for a resource-specific exception for such 

Capacity Resource.  A Sell Offer below the default MOPR Floor Offer Price, but no lower than 

the resource-specific MOPR Floor Offer Price, shall be permitted if the Capacity Market Seller 

obtains approval from the Office of the Interconnection or the Commission, prior to the RPM 

Auction in which it seeks to submit the Sell Offer. The resource-specific MOPR Floor Offer 

Price determined under this provision shall be based on the resource-specific EFORd for thermal 

generation resource types and battery energy storage resource types, resource-specific capacity 

value factor for solar and wind generation resource types (based on the ratio of Capacity 

Interconnection Rights to nameplate capacity, appropriately time-weighted for any winter 

Capacity Interconnection Rights), or the Forecast Pool Requirement for Demand Resources and 

Energy Efficiency Resources, as applicable to the relevant RPM Auction and shall be applied to 

each MW offered by the resource regardless of actual Sell Offer quantity and regardless of 

whether the Sell Offer is for a Seasonal Capacity Performance Resource.  Such Sell Offer is 

permissible because it is consistent with the competitive, cost-based, fixed, net cost were the 

resource to rely solely on revenues exclusive of any State Subsidy.  All supporting data must be 

provided for all requests.  The following requirements shall apply to requests for such 

determinations: 
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(A) The Capacity Market Seller shall submit a written request with all 

of the required documentation as described below and in the PJM Manuals.  For such purpose, 

the Capacity Market Seller shall submit the resource-specific exception request to the Office of 

the Interconnection and the Market Monitoring Unit 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.  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 default Minimum Floor 

Offer Prices, determined pursuant to Tariff, Attachment DD, sections 5.14(h-1)(2)(A) and (B).  If 

the final applicable default Minimum Floor Offer Price 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. 

 

(B) For a resource-specific exception for a New Entry Capacity 

Resource with State Subsidy, 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 Capacity Resource, as well as estimates of offsetting net 

revenues.   

 

The financial modeling assumptions for calculating Cost of New Entry for Generation Capacity 

Resources and generation-backed Demand Resources shall be: (i) nominal levelization of gross 

costs, (ii) asset life of twenty years, (iii) no residual value, (iv) all project costs included with no 

sunk costs excluded, (v) use first year revenues (which may include revenues from the sale of 

renewable energy credits for purposes other than state-mandated or state-sponsored programs), 

and (vi) weighted average cost of capital based on the actual cost of capital for the entity 

proposing to build the Capacity Resource.  Notwithstanding the foregoing, a Capacity Market 

Seller that seeks to utilize an asset life other than twenty years (but no greater than 35 years) 

shall provide evidence to support the use of a different asset life, including but not limited to, the 

asset life term for such resource as utilized in the Capacity Market Seller’s financial accounting 

(e.g., independently audited financial statements), or project financing documents for the 

resource or evidence of actual costs or financing assumptions of recent comparable projects to 

the extent the seller has not executed project financing for the resource (e.g., independent project 

engineer opinion or manufacturer’s performance guarantee), or opinions of third-party experts 

regarding the reasonableness of the financing assumptions used for the project itself or in 

comparable projects.  Capacity Market Sellers may also rely on evidence presented in federal 

filings, such as its FERC Form No. 1 or an SEC Form 10-K, to demonstrate an asset life other 

than 20 years of similar asset projects. 

 

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 
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parameters used in financial modeling.  In addition to the certification, signed by an officer of the 

Capacity Market Seller, the request must include a certification 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 a resource-specific exception hereunder.  The request also shall 

identify all revenue sources (exclusive of any State Subsidies) 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.  Any evaluation of net revenues should be consistent 

with Operating Agreement, Schedule 2, including, but not limited to, consideration of Fuel 

Costs, Maintenance Adders and Operating Costs, as applicable.   

 

The default assumptions for calculating resource-specific Cost of New Entry for Energy 

Efficiency Resources shall be based on, as supported by documentation provided by the Capacity 

Market Seller: the nominal-levelized annual cost to implement the Energy Efficiency program or 

to install the Energy Efficiency measure reflective of the useful life of the implemented Energy 

Efficiency equipment, and the offsetting savings associated with avoided wholesale energy costs 

and other claimed savings provided by implementing the Energy Efficiency program or installing 

the Energy Efficiency measure. 

 

The default assumptions for calculating resource-specific Cost of New Entry for load-backed 

Demand Resources shall be based on, as supported by documentation provided by the Capacity 

Market Seller, program costs required for the resource to meet the capacity obligations of a 

Demand Resource, including all fixed operating and maintenance cost and weighted average cost 

of capital based on the actual cost of capital for the entity proposing to develop the Demand 

Resource. 

 

For generation-backed Demand Resources, the determination of a resource-specific MOPR Floor 

Offer Price shall only consider the resource’s costs related to participation in the Reliability 

Pricing Model and meeting a capacity commitment.  The Capacity Market Seller must provide 

supporting documentation (at the end-use customer level) of the cost associated with 

participation as a Demand Resource and an attestation from the Demand Resource that all other 

costs are not related to participation as a Demand Resource, such as the costs associated with 

installation and operation of the generation unit, and will be accrued and paid regardless of 

participation in the Reliability Pricing Model.  To the extent the Capacity Market Seller includes 

all costs associated with the generation unit supporting the Demand Resource, and then demand 

charge management benefits at the retail level (as supported by documentation at the end-use 

customer level) may also be considered as an additional offset to such costs.  Supporting 
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documentation (at the end-use customer level) may include, but is not limited to, historic end-use 

customer bills and associated analysis that identifies the annual retail avoided cost from the 

operation of such generation unit or the business case to support installation of the generator or 

regulatory requirements where the generator would be required absent participation in the 

Reliability Pricing Model.   

 

(C) For a Resource-Specific Exception for a Cleared Capacity 

Resource with State Subsidy that is a generation resource, the Capacity Market Seller shall 

submit a Sell Offer consistent with the unit-specific Market Seller Offer Cap process pursuant to 

Tariff, Attachment DD, section 6.8; except that the 10% uncertainty adder may not be included 

in the “Adjustment Factor.”  In addition and notwithstanding the requirements of Tariff, 

Attachment DD, section 6.8, the Capacity Market Seller may, at its election, include in its 

request for an exception under this subsection documentation to support projected energy and 

ancillary services markets revenues.  Such a request shall identify all revenue sources (exclusive 

of any State Subsidies) 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.  Any evaluation 

of revenues should include, but would not be not limited to, consideration of Fuel Costs, 

Maintenance Adders and Operating Costs, as applicable, pursuant to Operating Agreement, 

Schedule 2. 

 

The resource-specific MOPR Floor Offer Price for a Cleared Capacity Resource with State 

Subsidy that is a generation-backed Demand Resource will be determined based on only costs 

associated with the resource participating in the Reliability Pricing Model and satisfying a 

capacity commitment or, to the extent the Capacity Market Seller includes all costs associated 

with the generation unit supporting the Demand Resource, then and demand charge management 

benefits at the retail level (as supported by documentation at the end-use customer level) may 

also be considered as an additional offset to such costs.  Supporting documentation (at the end-

use customer level) may include but is not limited to, historic end-use customer bills and 

associated analysis that identifies the annual retail avoided cost from the operation of such 

generation unit or the business case to support installation of the generator or regulatory 

requirements where the generator would be required absent participation in the Reliability 

Pricing Model. 

 

(D) A Sell Offer evaluated at the resource-specific exception 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 default MOPR Floor Offer Price, based on 
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competitive cost advantages relative to the costs estimated by the default MOPR Floor Offer 

Price, 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 those estimated by the default MOPR Floor Offer 

Price.  Capacity Market Sellers shall 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 a resource-specific exception by the Office of the Interconnection. 

 

(E)  The Capacity Market Seller must submit a sworn, notarized 

certification of a duly authorized officer, certifying that the officer has personal knowledge of the 

resource-specific exception request and that to the best of his/her knowledge and belief: (1) the 

information supplied to the Market Monitoring Unit and the Office of Interconnection to support 

its request for an exception is true and correct; (2) the Capacity Market Seller has disclosed all 

material facts relevant to the request for the exception; and (3) the request satisfies the criteria for 

the exception.  

 

  (F) The Market Monitoring Unit shall review, in an open and 

transparent manner with the Capacity Market Seller and the Office of the Interconnection, 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, in an open and transparent manner, 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.  After the Office of the 

Interconnection determines with the advice and input of Market Monitor, the acceptable 

minimum Sell Offer, 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, and in making such determination, the Capacity Market Seller may 

consider the applicable default MOPR Floor Offer Price and may select such default value if it is 

lower than the resource-specific determination.  A Capacity Market Seller that is dissatisfied 

with any determination hereunder may seek any remedies available to it from FERC; provided, 

however, that the Office of the Interconnection will proceed with administration of the Tariff and 

market rules based on the lower of the applicable default MOPR Floor Offer Price and the 

resource-specific determination unless and until ordered to do otherwise by FERC.   

 

(4) Competitive Exemption.   
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(A)  A Capacity Resource with State Subsidy may be exempt from the 

Minimum Offer Price Rule under this subsection 5.14(h-1) in any RPM Auction if the Capacity 

Market Seller certifies to the Office of Interconnection, in accordance with the PJM Manuals, 

that the Capacity Market Seller of such Capacity Resource elects to forego receiving any State 

Subsidy for the applicable Delivery Year no later than thirty (30) days prior to the 

commencement of the offer period for the relevant RPM Auction. Notwithstanding the foregoing, 

the competitive exemption is not available to Capacity Resources with State Subsidy that (A) are 

owned or offered by Self-Supply Entities unless the Self-Supply Entity certifies, subject to PJM 

and Market Monitor review, that the Capacity Resource will not accept a State Subsidy, 

including any financial benefit that is the result of being owned by a regulated utility, such that 

retail ratepayers are held harmless, (B) are no longer entitled to receive a State Subsidy but are 

still considered a Capacity Resource with State Subsidy solely because they have not cleared an 

RPM Auction since last receiving a State Subsidy, or (C) are Jointly Owned Cross-Subsidized 

Capacity Resources or is the subject of a bilateral transaction (including but not limited to those 

reported pursuant to Tariff, Attachment DD, section 4.6) and not all Capacity Market Sellers of 

the supporting facility unanimously elect the competitive exemption and certify that no State 

Subsidy will be received associated with supporting the resource (unless the underlying Capacity 

Resource that is the subject of a bilateral transaction has not received, is not receiving, and is not 

entitled to receive any State Subsidy except those that are assigned (i.e., renewable energy 

credits) to the off-takers of a bilateral transaction and the Capacity Market Seller of such 

Capacity Resource can demonstrate and certify that the Capacity Market Seller’s rights and 

obligations of its share of the capacity, energy, and assignable State Subsidy associated with the 

underlying Capacity Resource are in pro rata shares).  A new Generation Capacity Resource that 

is a Capacity Resource with State Subsidy may elect the competitive exemption; however, in 

such instance, the applicable MOPR Floor Offer Price will be determined in accordance with the 

minimum offer price rules for certain new Generation Capacity Resources as provided in Tariff, 

Attachment DD, section 5.14(h), which apply the minimum offer price rule to the new 

Generation Capacity Resources  located in an LDA where a separate VRR Curve is established 

as provided in Tariff, Attachment DD, section 5.14(h)(4). 

 

(B) (i) The Capacity Market Seller shall not receive a State 

Subsidy for any part of the relevant Delivery Year in which it elects a competitive exemption or 

certifies that it is not a Capacity Resource with State Subsidy.  In furtherance of this prohibition, 

if a Capacity Resource that (1) is a New Entry Capacity Resource with State Subsidy that elects 

the competitive exemption in subsection (4)(A) above and clears an RPM Auction for a given 

Delivery Year, but prior to the end of that Delivery Year the asset life that PJM used to set the 

applicable default New Entry MOPR Floor Price in the RPM Auction that the New Entry 

Capacity Resource with State Subsidy first cleared, elects to accept a State Subsidy for the 

associated Delivery Year or an earlier Delivery Year or (2) is not a Capacity Resource with State 

Subsidy at the time of the RPM Auction for the Delivery Year for which it first cleared an RPM 

Auction but prior to the end of that Delivery Year the asset life that PJM used to set the 

applicable default New Entry MOPR Floor Price in the RPM Auction that the Capacity Resource 

first cleared, receives a State Subsidy for the associated Delivery Year or an earlier Delivery 

Year, or (3) in the case of Demand Resource, is an end-use customer location MW that receives 

a State Subsidy and is included in a Demand Resource Registration pursuant to RAA, Schedule 6 

to satisfy a Demand Resource commitment that was not designated as a Capacity Resource with 

State Subsidy at the time it cleared the relevant RPM Auction, then the Capacity Market Seller of 
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that Capacity Resource or end-use customer location MW shall not receive RPM revenues for 

such resource or end-use customer location MW for any part of that Delivery Year and may not 

participate in any RPM Auction with such resource or end-use customer location MW, or be 

eligible to use such resource or end-use customer location MW as replacement capacity starting 

June 1 of the Delivery Year after the Capacity Market Seller or end-use customer location MW 

first receives the State Subsidy and continuing for the remainder of the asset life that PJM used 

to set the applicable default New Entry MOPR Floor Price in the RPM Auction that the Capacity 

Resource first cleared a period of (20 years, except for battery energy storage, for which such 

participation restriction shall apply for a period of 15 years).  A Jointly Owned Cross-Subsidized 

Capacity Resource that meets the requirements of either of the two preceding subsections 

(B)(i)(1) or (2), shall not receive RPM revenues for any part of that Delivery Year and may not 

participate in any RPM Auction or be eligible to be used as replacement capacity starting June 1 

of the Delivery Year and continuing for the number of years specified above, after any joint 

Capacity Market Seller of the underlying facility first receives the State Subsidy.  A Capacity 

Resource with State Subsidy that is the subject of a bilateral transaction that meets the 

requirements of either of the two preceding subsections (B)(i)(1) or (2) shall not receive RPM 

revenues for any part of that Delivery Year and may not participate in any RPM Auction or be 

eligible to be used as replacement capacity starting June 1 of the Delivery Year and continuing 

for the number of years specified above if any owner or Capacity Market Seller of the facility 

receives a State Subsidy.  The Capacity Market Seller(s) of any such Capacity Resource or 

Jointly Owned Cross-Subsidized Capacity Resource shall also return to the Office of the 

Interconnection any revenues paid to such Capacity Resource associated with their capacity 

commitment for such Delivery Year and shall retain their RPM commitment and associated 

obligations for such Delivery Year and for any future Delivery Years in which the resource has 

already secured a capacity commitment, including any Non-Performance Charges relating to the 

capacity and remain eligible to collect Performance Payments under this Tariff, Attachment DD, 

section 10A for the relevant Delivery Year and any subsequent Delivery Years for which it 

already received an RPM commitment.  Notwithstanding the foregoing, Capacity Resources that 

lose their eligibility to participate in RPM pursuant to this section remain eligible for 

commitment in an FRR Capacity Plan.  

 

(ii) If any Capacity Resource that has previously cleared an 

RPM Auction (1) is a Cleared Capacity Resource with State Subsidy that claims the competitive 

exemption pursuant to subsection (4)(A) above in an RPM Auction and clears such RPM 

Auction or (2) was not a Capacity Resource with State Subsidy at the time it cleared an RPM 

Auction for a given Delivery Year but later becomes entitled to receive a State Subsidy for that 

Delivery Year, and the Capacity Market Seller subsequently elects to accept a State Subsidy for 

any part of that Delivery Year, or (3) in the case of Demand Resource, is an end-use customer 

location that receives a State Subsidy and is included in a Demand Resource Registration 

pursuant to RAA, Schedule 6 to satisfy a Demand Resource commitment that was not designated 

as a Capacity Resource with State Subsidy at the time it cleared the relevant RPM Auction, then 

the Capacity Market Seller of that Capacity Resource or end-use customer location may not 

receive RPM revenues for such resource or end-use customer location for any part of that 

Delivery Year, unless it can demonstrate that it would have cleared in the relevant RPM Auction 

under an offer consistent with the resource-specific exception process outlined above in 

subsection 5.14(h-1)(3).  All Capacity Market Sellers of a Jointly Owned Cross-Subsidized 

Capacity Resource that meets the requirements of either of the two preceding subsections 
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(B)(ii)(1) or (2) may not receive RPM revenues for any part of that Delivery Year if any joint 

Capacity Market Seller of the underlying facility accepts a subsidy for that Delivery Year, unless 

the Capacity Market Seller can demonstrate that the facility would have cleared in the relevant 

RPM Auction under an offer consistent with the resource-specific exception process outlined 

above in subsection 5.14(h-1)(3).  A Capacity Resource with State Subsidy that is the subject of 

a bilateral transaction may not receive RPM revenues for any part of that Delivery Year if any 

owner or Capacity Market Seller of the underlying facility receives a State Subsidy for that 

Delivery Year, unless the Capacity Market Seller can demonstrate that the facility would have 

cleared in the relevant RPM Auction under an offer consistent with the resource-specific 

exception process outlined above in subsection 5.14(h-1)(3), if any owner or Capacity Market 

Seller of the facility receives a State Subsidy.  The Capacity Market Seller(s) of any such 

Capacity Resources or Jointly Owned Cross-Subsidized Capacity Resource shall return to the 

Office of the Interconnection any revenues paid to such Capacity Resource associated with their 

capacity commitment for such Delivery Year and shall retain their RPM commitment and 

associated obligations for the relevant Delivery Year and remain eligible to collect Performance 

Payments or to pay Non-Performance Charges, as applicable, pursuant to Tariff, Attachment DD, 

section 10A.   

 

(iii) Any revenues returned to the Office of the Interconnection 

pursuant to the preceding subsections (i) and (ii) shall be allocated to the relevant load that paid 

for the State Subsidy (to the extent possible).  If the Office of Interconnection cannot identify the 

relevant load responsible for the State Subsidy, then the returned revenues would be allocated 

across all load in the RTO that has not selected the FRR Alternative.  Such revenues shall be 

distributed on a pro-rata basis to such LSEs that were charged a Locational Reliability Charge 

based on their Daily Unforced Capacity Obligations.   

 

(5) Self-Supply Entity exemption.  A Capacity Resource that was owned, or 

bilaterally contracted, by a Self-Supply Entity on December 19, 2019, shall be exempt from the 

Minimum Offer Price Rule if such Capacity Resource remains owned or bilaterally contracted by 

such Self-Supply Entity and satisfies at least one of the criteria specified below: 

 

(A)  has successfully cleared an RPM Auction prior to 

December 19, 2019;  

 

(B)  is the subject of an interconnection construction service agreement, 

interim interconnection service agreement, interconnection service agreement or wholesale 

market participation agreement executed by the interconnection customer on or before December 

19, 2019; or  

 

(C)  is the subject of an unexecuted interconnection construction 

service agreement, interim interconnection service agreement, interconnection service agreement 

or wholesale market participation agreement filed by PJM with the Commission on or before 

December 19, 2019. 

 
(6) Renewable Portfolio Standard Exemption.  A Capacity Resource with 

State Subsidy  shall be exempt from the Minimum Offer Price Rule if such Capacity Resource 

(1) receives or is entitled to receive State Subsidies through renewable energy credits or 
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equivalent credits associated with a state-mandated or state-sponsored renewable portfolio 

standard (“RPS”) program or equivalent program as of December 19, 2019 and (2) satisfies at 

least one of the following criteria: 

 

(A)  has successfully cleared an RPM Auction prior to 

December 19, 2019;  

 

(B)  is the subject of an interconnection construction service agreement, 

interim interconnection service agreement, interconnection service agreement or wholesale 

market participation agreement executed by the interconnection customer on or before December 

19, 2019; or  

 

(C)  is the subject of an unexecuted interconnection construction 

service agreement, interim interconnection service agreement, interconnection service agreement 

or wholesale market participation agreement filed by PJM with the Commission on or before 

December 19, 2019. 

 

(7) Demand Resource and Energy Efficiency Resource Exemption.   

 

(A) A Capacity Resource with State Subsidy that is Demand Resource 

or an Energy Efficiency Resource shall be exempt from the Minimum Offer Price Rule if such 

Capacity Resource satisfies at least one of the following criteria: 

 

(i)  has successfully cleared an RPM Auction prior to 

December 19, 2019.  For purposes of this subsection (Aa), individual customer location 

registrations (or for utility-based residential load curtailment program, based on the total number 

of participating customers) that participated as Demand Resource and cleared in an RPM 

Auction prior to December 19, 2019, and were submitted to PJM no later than 45 days prior to 

the BRA for the 2022/2023 Delivery Year shall be deemed eligible for the Demand Resource 

and Energy Efficiency Resource Exemption; or  

 

(ii)  has completed registration on or before December 19, 

2019; or 

 

(iii) is supported by a post-installation measurement and 

verification report for Energy Efficiency Resources approved by PJM on or before December 19, 

2019 (calculated for each installation period, Zone and Sub-Zone by using the greater of the 

latest approved post-installation measurement and verification report prior to December 19, 2019 

or the maximum MW cleared for a Delivery Year across all auctions conducted prior to 

December 19, 2019). 

 

(B) All registered locations that qualify for the Demand Resource and 

Energy Efficiency Resource exemption shall continue to remain exempt even if the MW of 

nominated capacity increases between RPM Auctions unless any MW increase in the nominated 

capacity is due to an investment made for the sole purpose of increasing the curtailment 

capability of the location in the capacity market.  In such case, the MW of increased capability 

will not be qualified for the Demand Resource and Energy Efficiency Resource exemption. 
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(8)  Capacity Storage Resource Exemption.  A Capacity Resource with State 

Subsidy that is a Capacity Storage Resource shall be exempt from the Minimum Offer Price Rule 

if such Capacity Storage Resource satisfies at least one of the following criteria: 

 

(A)  has successfully cleared an RPM Auction prior to 

December 19, 2019;  

 

(B)  is the subject of an interconnection construction service agreement, 

interim interconnection service agreement, interconnection service agreement or wholesale 

market participation agreement executed by the interconnection customer on or before December 

19, 2019; or  

 

(C)  is the subject of an unexecuted interconnection construction 

service agreement, interim interconnection service agreement,  interconnection service 

agreement or wholesale market participation agreement filed by PJM with the Commission on or 

before December 19, 2019. 

 

(9)  Procedures and Remedies in Cases of Suspected Fraud or Material 

Misrepresentation or Omissions in Connection with a Capacity Resource with State Subsidy.  In 

the event the Office of the Interconnection, with advice and input from the Market Monitoring 

Unit, reasonably believes that a certification of a Capacity Resource’s status contains fraudulent 

or material misrepresentations or omissions such that the Capacity Market Seller’s Capacity 

Resource is a Capacity Resource with a State Subsidy (including whether the Capacity Resource 

is a Jointly Owned Cross-Subsidized Capacity Resource) or does not qualify for a competitive 

exemption or contains information that is inconsistent with the resource-specific exception, then: 

 

(A) A Capacity Market Seller shall, within five (5) business days upon 

receipt of the request for additional information, provide any supporting information reasonably 

requested by the Office of the Interconnection or the Market Monitoring Unit to evaluate 

whether such Capacity Resource is a Capacity Resource with State Subsidy or whether the 

Capacity Market Seller is eligible for the competitive exemption.  If the Office of the 

Interconnection determines that the Capacity Resource’s status as a Capacity Resource with State 

Subsidy is different from that specified by the Capacity Market Seller or is not eligible for a 

competitive exemption pursuant to subsection (4) above, the Office of the Interconnection shall 

notify, in writing, the Capacity Market Seller of such determination by no later than sixty-five 

(65) days prior to the commencement of the offer period for the relevant RPM Auction.  A 

Capacity Market Seller that is dissatisfied with any determination hereunder may seek any 

remedies available to it from FERC; provided, however, if the Office of Interconnection 

determines that the subject resource is a Capacity Resource with State Subsidy or is not eligible 

for a competitive exemption pursuant to subsection (4) above, such Capacity Resource shall be 

subject to the Minimum Offer Price Rule, unless and until ordered to do otherwise by FERC. 

 

(B) if the Office of the Interconnection does not provide written notice 

of suspected fraudulent or material misrepresentation or omission at least sixty-five (65) days 

before the start of the relevant RPM Auction, then the Office of the Interconnection may file the 

certification that contains any alleged fraudulent or material misrepresentation or omission with 
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FERC.  In such event, if the Office of Interconnection determines that a resource is a Capacity 

Resource with State Subsidy that is subject to the Minimum Offer Price Rule, the Office of the 

Interconnection will proceed with administration of the Tariff and market rules on that basis 

unless and until ordered to do otherwise by FERC.  The Office of the Interconnection shall 

implement any remedies ordered by FERC; and 

 

(C)  prior to applying the Minimum Offer Price Rule, the Office of the 

Interconnection, with advice and input of the Market Monitoring Unit, shall notify the affected 

Capacity Market Seller and, to the extent practicable, provide the Capacity Market Seller an 

opportunity to explain the alleged fraudulent or material misrepresentation or omission.  Any 

filing to FERC under this provision shall seek fast track treatment and neither the name nor any 

identifying characteristics of the Capacity Market Seller or the resource shall be publicly 

revealed, but otherwise the filing shall be public.  The Capacity Market Seller may submit a 

revised certification for that Capacity Resource for subsequent RPM Auctions, including RPM 

Auctions held during the pendency of the FERC proceeding.  In the event that the Capacity 

Market Seller is cleared by FERC from such allegations of fraudulent or material 

misrepresentations or omissions then the certification shall be restored to the extent and in the 

manner permitted by FERC.  The remedies required by this subsection to be requested in any 

filing to FERC shall not be exclusive of any other remedies or penalties that may be pursued 

against the Capacity Market Seller. 

 

i) 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: 
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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.] 

 

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 
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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 

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)(iii) 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 
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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: 

 

i) 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. 

 

ii) 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 
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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, 

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 
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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.  

 

1. For each Capacity Performance Transition Incremental Auction, the optimization 

algorithm shall consider: 

 

 the target quantities of Capacity Performance Resources specified below;  

 

 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.   
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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. 

 

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 
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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: 

 

i) 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. 

 

ii) 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. 
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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 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 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 
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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. 
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Definitions – C-D 

 

Canadian Guaranty: 

 

“Canadian Guaranty” shall mean a Corporate Guaranty provided by an Affiliate of a Participant 

that is domiciled in Canada, and meets all of the provisions of Tariff, Attachment Q. 

 

Cancellation Costs: 

 

“Cancellation Costs” shall mean costs and liabilities incurred in connection with: (a) cancellation 

of supplier and contractor written orders and agreements entered into to design, construct and 

install Attachment Facilities, Direct Assignment Facilities and/or Customer-Funded Upgrades, 

and/or (b) completion of some or all of the required Attachment Facilities, Direct Assignment 

Facilities and/or Customer-Funded Upgrades, or specific unfinished portions and/or removal of 

any or all of such facilities which have been installed, to the extent required for the Transmission 

Provider and/or Transmission Owner(s) to perform their respective obligations under Tariff, Part 

IV and/or Tariff, Part VI. 

 

Capacity: 

 

“Capacity” shall mean the installed capacity requirement of the Reliability Assurance Agreement 

or similar such requirements as may be established. 

 

Capacity Emergency Transfer Limit: 

 

“Capacity Emergency Transfer Limit” or “CETL” shall have the meaning provided in the 

Reliability Assurance Agreement. 

 

Capacity Emergency Transfer Objective: 

 

“Capacity Emergency Transfer Objective” or “CETO” shall have the meaning provided in the 

Reliability Assurance Agreement. 

 

Capacity Export Transmission Customer: 

 

“Capacity Export Transmission Customer” shall mean a customer taking point to point 

transmission service under Tariff, Part II to export capacity from a generation resource located in 

the PJM Region that has qualified for an exception to the RPM must-offer requirement as 

described in Tariff, Attachment DD, section 6.6(g). 

 

Capacity Import Limit: 
 

“Capacity Import Limit” shall have the meaning provided in the Reliability Assurance 

Agreement. 

 

Capacity Interconnection Rights: 
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“Capacity Interconnection Rights” shall mean the rights to input generation as a Generation 

Capacity Resource into the Transmission System at the Point of Interconnection where the 

generating facilities connect to the Transmission System. 

 

Capacity Market Buyer: 

 

“Capacity Market Buyer” shall mean a Member that submits bids to buy Capacity Resources in 

any Incremental Auction.   

 

Capacity Market Seller: 

 

“Capacity Market Seller” shall mean a Member that owns, or has the contractual authority to 

control the output or load reduction capability of, a Capacity Resource, that has not transferred 

such authority to another entity, and that offers such resource in the Base Residual Auction or an 

Incremental Auction. 

 

Capacity Performance Resource: 

 

“Capacity Performance Resource” shall mean a Capacity Resource as described in Tariff, 

Attachment DD, section 5.5A(a). 

 

Capacity Performance Transition Incremental Auction: 

 

“Capacity Performance Transition Incremental Auction” shall have the meaning specified in 

Tariff, Attachment DD, section 5.14D. 

 

Capacity Resource: 

 

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

 

Capacity Resource with State Subsidy:  

 

“Capacity Resource with State Subsidy” shall mean (1) a Capacity Resource that is offered into 

an RPM Auction or otherwise assumes an RPM commitment for which the Capacity Market 

Seller receives or is entitled to receive one or more State Subsidies for the applicable Delivery 

Year; (2) a Capacity Resource that has not cleared an RPM Auction for the Delivery Year for 

which the Capacity Market Seller last received a State Subsidy (or any subsequent Delivery 

Year) shall still be considered a Capacity Resource with State Subsidy upon the expiration of 

such State Subsidy until the resource clears an RPM Auction; (3) a Capacity Resource that is the 

subject of a bilateral transaction (including but not limited to those reported pursuant to Tariff, 

Attachment DD, section 4.6) shall be deemed a Capacity Resource with State Subsidy to the 

extent an owner of the facility supporting the Capacity Resource is entitled to a State Subsidy 

associated with such facility even if the Capacity Market Seller is not entitled to a State Subsidy; 

and (4) any Jointly Owned Cross-Subsidized Capacity Resource.  
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Capacity Resource Clearing Price: 

 

“Capacity Resource Clearing Price” shall mean the price calculated for a Capacity Resource that 

offered and cleared in a Base Residual Auction or Incremental Auction, in accordance with 

Tariff, Attachment DD, section 5.  

 

Capacity Storage Resource: 

 

“Capacity Storage Resource” shall mean any Energy Storage Resource that participates in the 

Reliability Pricing Model or is otherwise treated as capacity in PJM’s markets such as through a 

Fixed Resource Requirement Capacity Plan. 
 

Capacity Transfer Right: 

 

“Capacity Transfer Right” shall mean a right, allocated to LSEs serving load in a Locational 

Deliverability Area, to receive payments, based on the transmission import capability into such 

Locational Deliverability Area, that offset, in whole or in part, the charges attributable to the 

Locational Price Adder, if any, included in the Zonal Capacity Price calculated for a Locational 

Delivery Area. 

 

Capacity Transmission Injection Rights: 

 

“Capacity Transmission Injection Rights” shall mean the rights to schedule energy and capacity 

deliveries at a Point of Interconnection of a Merchant Transmission Facility with the 

Transmission System. Capacity Transmission Injection Rights may be awarded only to a 

Merchant D.C. Transmission Facility and/or Controllable A.C. Merchant Transmission Facilities 

that connects the Transmission System to another control area. Deliveries scheduled using 

Capacity Transmission Injection Rights have rights similar to those under Firm Point-to-Point 

Transmission Service or, if coupled with a generating unit external to the PJM Region that 

satisfies all applicable criteria specified in the PJM Manuals, similar to Capacity Interconnection 

Rights. 

 

Charge Economic Maximum Megawatts: 

 

“Charge Economic Maximum Megawatts” shall mean the greatest magnitude of megawatt power 

consumption available for charging in economic dispatch by an Energy Storage Resource Model 

Participant in Continuous Mode or in Charge Mode.  Charge Economic Maximum Megawatts 

shall be the Economic Minimum for an Energy Storage Resource in Charge Mode or in 

Continuous Mode. 

 

Charge Economic Minimum Megawatts: 

 

“Charge Economic Minimum Megawatts” shall mean the smallest magnitude of megawatt power 

consumption available for charging in economic dispatch by an Energy Storage Resource Model 

Participant in Charge Mode.  Charge Economic Minimum Megawatts shall be the Economic 

Maximum for an Energy Storage Resource in Charge Mode. 
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Charge Mode: 

 

“Charge Mode” shall mean the mode of operation of an Energy Storage Resource Model 

Participant that only includes negative megawatt quantities (i.e., the Energy Storage Resource 

Model Participant is only withdrawing megawatts from the grid).   

 

Charge Ramp Rate: 

 

“Charge Ramp Rate” shall mean the Ramping Capability of an Energy Storage Resource Model 

Participant in Charge Mode. 

 

Cleared Capacity Resource with State Subsidy: 

 

“Cleared Capacity Resource with State Subsidy” shall mean a Capacity Resource with State 

Subsidy that has cleared in an RPM Auction for a Delivery Year that is prior to the 2022/2023 

Delivery Year or, starting with 2022/2023 Delivery Year, the MWs (in installed capacity) 

comprising a Capacity Resource with State Subsidy that have cleared an RPM Auction pursuant 

to its Sell Offer at or above its resource-specific MOPR Floor Offer Price or the applicable 

default New Entry MOPR Floor Offer Price and since then, any of those MWs (in installed 

capacity) comprising a Capacity Resource with State Subsidy have been, the subject of a Sell 

Offer into the Base Residual Auction or included in an FRR Capacity Plan at the time of the 

Base Residual Auction for the relevant Delivery Year.   

 

Cold/Warm/Hot Notification Time: 

 

“Cold/Warm/Hot Notification Time” shall mean the time interval between PJM notification and 

the beginning of the start sequence for a generating unit that is currently in its cold/warm/hot 

temperature state. The start sequence may include steps such as any valve operation, starting feed 

water pumps, startup of auxiliary equipment, etc. 

 

Cold/Warm/Hot Start-up Time: 

 

For all generating units that are not combined cycle units, “Cold/Warm/Hot Start-up Time” shall 

mean the time interval, measured in hours, from the beginning of the start sequence to the point 

after generator breaker closure, which is typically indicated by telemetered or aggregated State 

Estimator megawatts greater than zero for a generating unit in its cold/warm/hot temperature 

state. For combined cycle units, “Cold/Warm/Hot Start-up Time” shall mean the time interval 

from the beginning of the start sequence to the point after first combustion turbine generator 

breaker closure in its cold/warm/hot temperature state, which is typically indicated by 

telemetered or aggregated State Estimator megawatts greater than zero. For all generating units, 

the start sequence may include steps such as any valve operation, starting feed water pumps, 

startup of auxiliary equipment, etc. Other more detailed actions that could signal the beginning of 

the start sequence could include, but are not limited to, the operation of pumps, condensers, fans, 

water chemistry evaluations, checklists, valves, fuel systems, combustion turbines, starting 
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engines or systems, maintaining stable fuel/air ratios, and other auxiliary equipment necessary 

for startup. 

 

Cold Weather Alert: 

 

“Cold Weather Alert” shall mean the notice that PJM provides to PJM Members, Transmission 

Owners, resource owners and operators, customers, and regulators to prepare personnel and 

facilities for expected extreme cold weather conditions. 

 

Collateral: 

 

“Collateral” shall be a cash deposit, including any interest, or letter of credit in an amount and 

form determined by and acceptable to PJMSettlement, provided by a Participant to 

PJMSettlement as security in order to participate in the PJM Markets or take Transmission 

Service. 

 

Collateral Call: 

 

“Collateral Call” shall mean a notice to a Participant that additional Collateral, or possibly early 

payment, is required in order to remain in, or to regain, compliance with Tariff, Attachment Q. 

 

Commencement Date: 

 

“Commencement Date” shall mean the date on which Interconnection Service commences in 

accordance with an Interconnection Service Agreement. 

 

Committed Offer: 

 

The “Committed Offer” shall mean 1) for pool-scheduled resources, an offer on which a resource 

was scheduled by the Office of the Interconnection for a particular clock hour for an Operating 

Day, and 2) for self-scheduled resources, either the offer on which the Market Seller has elected 

to schedule the resource or the applicable offer for the resource determined pursuant to Operating 

Agreement, Schedule 1, section 6.4, or Operating Agreement, Schedule 1, section 6.6 for a 

particular clock hour for an Operating Day.  

 

Completed Application: 

 

“Completed Application” shall mean an application that satisfies all of the information and other 

requirements of the Tariff, including any required deposit. 

 

Compliance Aggregation Area (CAA): 
 
“Compliance Aggregation Area” or “CAA” shall mean a geographic area of Zones or sub-Zones 

that are electrically-contiguous and experience for the relevant Delivery Year, based on Resource 

Clearing Prices of, for Delivery Years through May 31, 2018, Annual Resources and for the 

2018/2019 Delivery Year and subsequent Delivery Years, Capacity Performance Resources, the 
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same locational price separation in the Base Residual Auction, the same locational price 

separation in the First Incremental Auction, the same locational price separation in the Second 

Incremental Auction, the same locational price separation in the Third Incremental Auction. 

 

Conditional Incremental Auction: 

 

“Conditional Incremental Auction” shall mean an Incremental Auction conducted for a Delivery 

Year if and when necessary to secure commitments of additional capacity to address reliability 

criteria violations arising from the delay in a Backbone Transmission upgrade that was modeled 

in the Base Residual Auction for such Delivery Year. 

 

CONE Area: 

 

“CONE Area” shall mean the areas listed in Tariff, Attachment DD, section 5.10(a)(iv)(A) and 

any LDAs established as CONE Areas pursuant to Tariff, Attachment DD, section 

5.10(a)(iv)(B).  

 

Confidential Information: 

 

“Confidential Information” shall mean any confidential, proprietary, or trade secret information 

of a plan, specification, pattern, procedure, design, device, list, concept, policy, or compilation 

relating to the present or planned business of a New Service Customer, Transmission Owner, or 

other Interconnection Party or Construction Party, which is designated as confidential by the 

party supplying the information, whether conveyed verbally, electronically, in writing, through 

inspection, or otherwise, and shall include, without limitation, all information relating to the 

producing party’s technology, research and development, business affairs and pricing, and any 

information supplied by any New Service Customer, Transmission Owner, or other 

Interconnection Party or Construction Party to another such party prior to the execution of an 

Interconnection Service Agreement or a Construction Service Agreement. 

 

Congestion Price: 

 

“Congestion Price” shall mean the congestion component of the Locational Marginal Price, 

which is the effect on transmission congestion costs (whether positive or negative) associated 

with increasing the output of a generation resource or decreasing the consumption by a Demand 

Resource, based on the effect of increased generation from or consumption by the resource on 

transmission line loadings, calculated as specified in Operating Agreement, Schedule 1, section 

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

 

Consolidated Transmission Owners Agreement, PJM Transmission Owners Agreement or 

Transmission Owners Agreement: 

 

“Consolidated Transmission Owners Agreement,” “PJM Transmission Owners Agreement” or 

“Transmission Owners Agreement” shall mean the certain Consolidated Transmission Owners 

Agreement dated as of December 15, 2005, by and among the Transmission Owners and by and 
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between the Transmission Owners and PJM Interconnection, L.L.C. on file with the 

Commission, as amended from time to time. 

 

Constraint Relaxation Logic:  
 

“Constraint Relaxation Logic” shall mean the logic applied in the market clearing software 

where the transmission limit is increased to prevent the Transmission Constraint Penalty Factor 

from setting the Marginal Value of a transmission constraint.  

 

Constructing Entity: 

 

“Constructing Entity” shall mean either the Transmission Owner or the New Services Customer, 

depending on which entity has the construction responsibility pursuant to Tariff, Part VI and the 

applicable Construction Service Agreement; this term shall also be used to refer to an 

Interconnection Customer with respect to the construction of the Customer Interconnection 

Facilities. 

 

Construction Party: 

 

“Construction Party” shall mean a party to a Construction Service Agreement.  “Construction 

Parties” shall mean all of the Parties to a Construction Service Agreement. 

 

Construction Service Agreement: 

 

“Construction Service Agreement” shall mean either an Interconnection Construction Service 

Agreement or an Upgrade Construction Service Agreement. 

 

Contingent Facilities: 

 

“Contingent Facilities” shall mean those unbuilt Interconnection Facilities and Network 

Upgrades upon which the Interconnection Request’s costs, timing, and study findings are 

dependent and, if delayed or not built, could cause a need for restudies of the Interconnection 

Request or a reassessment of the Interconnection Facilities and/or Network Upgrades and/or 

costs and timing. 

 

Continuous Mode: 

 

“Continuous Mode” shall mean the mode of operation of an Energy Storage Resource Model 

Participant that includes both negative and positive megawatt quantities (i.e., the Energy Storage 

Resource Model Participant is capable of continually and immediately transitioning from 

withdrawing megawatt quantities from the grid to injecting megawatt quantities onto the grid or 

injecting megawatts to withdrawing megawatts).  Energy Storage Resource Model Participants 

operating in Continuous Mode are considered to have an unlimited ramp rate.  Continuous Mode 

requires Discharge Economic Maximum Megawatts to be zero or correspond to an injection, and 

Charge Economic Maximum Megawatts to be zero or correspond to a withdrawal. 
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Control Area: 

 

“Control Area” shall mean an electric power system or combination of electric power systems 

bounded by interconnection metering and telemetry to which a common automatic generation 

control scheme is applied in order to: 

 

 (1) match the power output of the generators within the electric power system(s) and 

energy purchased from entities outside the electric power system(s), with the load within the 

electric power system(s); 

 

 (2) maintain scheduled interchange with other Control Areas, within the limits of 

Good Utility Practice; 

 

 (3) maintain the frequency of the electric power system(s) within reasonable limits in 

accordance with Good Utility Practice; and 

 

 (4) provide sufficient generating capacity to maintain operating reserves in 

accordance with Good Utility Practice. 

 

Control Zone: 

 

“Control Zone” shall have the meaning given in the Operating Agreement. 

 

Controllable A.C. Merchant Transmission Facilities: 

 

“Controllable A.C. Merchant Transmission Facilities” shall mean transmission facilities that (1) 

employ technology which Transmission Provider reviews and verifies will permit control of 

the amount and/or direction of power flow on such facilities to such extent as to effectively 

enable the controllable facilities to be operated as if they were direct current transmission 

facilities, and (2) that are interconnected with the Transmission System pursuant to Tariff, Part 

IV and Tariff, Part VI. 

 

Coordinated External Transaction: 

 

“Coordinated External Transaction” shall mean a transaction to simultaneously purchase and sell 

energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 

Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-

Appendix, section 1.13. 

 

Coordinated Transaction Scheduling: 

 

“Coordinated Transaction Scheduling” or “CTS” shall mean the scheduling of Coordinated 

External Transactions at a CTS Enabled Interface in accordance with the procedures of 

Operating Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 

K-Appendix, section 1.13. 
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Corporate Guaranty: 

 

“Corporate Guaranty” shall mean a legal document used by an entity to guaranty the obligations 

of another entity. 

 

Cost of New Entry: 

 

“Cost of New Entry” or “CONE” shall mean the nominal levelized cost of a Reference Resource, 

as determined in accordance with Tariff, Attachment DD, section 5. 

 

Costs: 

 

As used in Tariff, Part IV, Tariff, Part VI and related attachments, “Costs” shall mean costs and 

expenses, as estimated or calculated, as applicable, including, but not limited to, capital 

expenditures, if applicable, and overhead, return, and the costs of financing and taxes and any 

Incidental Expenses. 

 

Counterparty:  
 

“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right 

and not as an agent, to an agreement or transaction with a Market Participant or other entities, 

including the agreements and transactions with customers regarding transmission service and 

other transactions under the PJM Tariff and the Operating Agreement.  PJMSettlement shall not 

be a counterparty to (i) any bilateral transactions between Members, or (ii) any Member’s self-

supply of energy to serve its load, or (iii) any Member’s self-schedule of energy reported to the 

Office of the Interconnection to the extent that energy serves that Member’s own load . 

 

Credit Available for Export Transactions: 

 

“Credit Available for Export Transactions” shall mean a designation of credit to be used for 

Export Transactions that is allocated by each Market Participant from its Credit Available for 

Virtual Transactions, and which reduces the Market Participant's Credit Available for Virtual 

Transactions accordingly. 

 

Credit Available for Virtual Transactions: 

 

“Credit Available for Virtual Transactions” shall mean the Market Participant’s Working Credit 

Limit for Virtual Transactions calculated on its credit provided in compliance with its Peak 

Market Activity requirement plus available credit submitted above that amount, less any unpaid 

billed and unbilled amounts owed to PJMSettlement, plus any unpaid unbilled amounts owed by 

PJMSettlement to the Market Participant, less any applicable credit required for Minimum 

Participation Requirements, FTRs, RPM activity,  or other credit requirement determinants as 

defined in Tariff, Attachment Q. 

 

Credit Breach: 
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“Credit Breach” shall mean the status of a Participant that does not currently meet the 

requirements of Tariff, Attachment Q or other provisions of the Agreements. 

 

Credit-Limited Offer: 

 

“Credit-Limited Offer” shall mean a Sell Offer that is submitted by a Market Participant in an 

RPM Auction subject to a maximum credit requirement specified by such Market Participant. 

 

Credit Score: 

  

“Credit Score” shall mean a composite numerical score scaled from 0-100 as calculated by 

PJMSettlement that incorporates various predictors of creditworthiness. 

 

CTS Enabled Interface: 

 

“CTS Enabled Interface” shall mean an interface between the PJM Control Area and an adjacent 

Control Area at which the Office of the Interconnection has authorized the use of Coordinated 

Transaction Scheduling (“CTS”). The CTS Enabled Interfaces between the PJM Control Area 

and the New York Independent System Operator, Inc. Control Area shall be designated in the 

Joint Operating Agreement Among and Between New York Independent System Operator Inc. 

and PJM Interconnection, L.L.C., Schedule A (PJM Rate Schedule FERC No. 45).  The CTS 

Enabled Interfaces between the PJM Control Area and the Midcontinent Independent System 

Operator, Inc. shall be designated consistent with Attachment 3, section 2 of the Joint Operating 

Agreement between Midcontinent Independent System Operator, Inc. and PJM Interconnection, 

L.L.C. 

 

 

CTS Interface Bid: 

 

“CTS Interface Bid” shall mean a unified real-time bid to simultaneously purchase and sell 

energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 

Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-

Appendix, section 1.13. 

 

Curtailment: 

 

“Curtailment” shall mean a reduction in firm or non-firm transmission service in response to a 

transfer capability shortage as a result of system reliability conditions. 

 

Curtailment Service Provider: 

 

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which 

action on behalf of itself or one or more other Members or non-Members, participates in the PJM 

Interchange Energy Market, Ancillary Services markets, and/or Reliability Pricing Model by 

causing a reduction in demand. 
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Customer Facility: 

 

“Customer Facility” shall mean Generation Facilities or Merchant Transmission Facilities 

interconnected with or added to the Transmission System pursuant to an Interconnection Request 

under Tariff, Part IV. 

 

Customer-Funded Upgrade: 

 

“Customer-Funded Upgrade” shall mean any Network Upgrade, Local Upgrade, or Merchant 

Network Upgrade for which cost responsibility (i) is imposed on an Interconnection Customer or 

an Eligible Customer pursuant to Tariff, Part VI, section 217, or (ii) is voluntarily undertaken by 

a New Service Customer in fulfillment of an Upgrade Request.  No Network Upgrade, Local 

Upgrade or Merchant Network Upgrade or other transmission expansion or enhancement shall be 

a Customer-Funded Upgrade if and to the extent that the costs thereof are included in the rate 

base of a public utility on which a regulated return is earned. 

 

Customer Interconnection Facilities: 

 

“Customer Interconnection Facilities” shall mean all facilities and equipment owned and/or 

controlled, operated and maintained by Interconnection Customer on Interconnection Customer’s 

side of the Point of Interconnection identified in the appropriate appendices to the 

Interconnection Service Agreement and to the Interconnection Construction Service Agreement, 

including any modifications, additions, or upgrades made to such facilities and equipment, that 

are necessary to physically and electrically interconnect the Customer Facility with the 

Transmission System. 

 

Daily Deficiency Rate: 

 

“Daily Deficiency Rate” shall mean the rate employed to assess certain deficiency charges under 

Tariff, Attachment DD, section 7, Tariff, Attachment DD, section 8, Tariff, Attachment DD, 

section 9, or Tariff, Attachment DD, section 13. 

 

Daily Unforced Capacity Obligation: 

 

“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving 

Entity during the Delivery Year, determined in accordance with  Reliability Assurance 

Agreement, Schedule 8, or, as to an FRR entity, in Reliability Assurance Agreement, Schedule 

8.1. 

 

Day-ahead Congestion Price: 

 

“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead 

Energy Market. 

 

Day-ahead Energy Market: 

 

Document Accession #: 20201113-5138      Filed Date: 11/13/2020



 

 

“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of 

energy and payment of Transmission Congestion Charges developed by the Office of the 

Interconnection as a result of the offers and specifications submitted in accordance with 

Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 

K-Appendix, section 1.10. 

 

Day-ahead Energy Market Injection Congestion Credits: 

 

“Day-ahead Energy Market Injection Congestion Credits” shall mean those congestion credits 

paid to Market Participants for supply transactions in the Day-ahead Energy Market including 

generation schedules, Increment Offers, Up-to Congestion Transactions, import transactions, and 

Day-Ahead Pseudo-Tie Transactions. 

 

Day-ahead Energy Market Transmission Congestion Charges: 
 

“Day-ahead Energy Market Transmission Congestion Charges” shall be equal to the sum of Day-

ahead Energy Market Withdrawal Congestion Charges minus [the sum of Day-ahead Energy 

Market Injection Congestion Credits plus any congestion charges calculated pursuant to the Joint 

Operating Agreement between the Midcontinent Independent Transmission System Operator, 

Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), plus any congestion 

charges calculated pursuant to the Joint Operating Agreement Among and Between New York 

Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC 

No. 45), plus any congestion charges calculated pursuant to agreements between the Office of 

the Interconnection and other entities, as applicable)]. 

 

Day-ahead Energy Market Withdrawal Congestion Charges: 

 

“Day-ahead Energy Market Withdrawal Congestion Charges” shall mean those congestion 

charges collected from Market Participants for withdrawal transactions in the Day-ahead Energy 

Market from transactions including Demand Bids, Decrement Bids, Up-to Congestion 

Transactions, Export Transactions, and Day-Ahead Pseudo-Tie Transactions. 

 

Day-ahead Loss Price: 

 

“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market. 

 

Day-ahead Prices: 

 

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead 

Energy Market. 

 

Day-Ahead Pseudo-Tie Transaction:  

 

“Day-Ahead Pseudo-Tie Transaction” shall mean a transaction scheduled in the Day-ahead 

Energy Market to the PJM-MISO interface from a generator within the PJM balancing authority 

area that Pseudo-Ties into the MISO balancing authority area. 
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Day-ahead Scheduling Reserves: 

 

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the 

ReliabilityFirst Corporation and SERC. 

 

Day-ahead Scheduling Reserves Market: 

 

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the 

purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the 

Interconnection as a result of the offers and specifications submitted in accordance with 

Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 

K-Appendix, section 1.10. 

 

Day-ahead Scheduling Reserves Requirement: 

 

“Day-ahead Scheduling Reserves Requirement” shall mean the sum of Base Day-ahead 

Scheduling Reserves Requirement and Additional Day-ahead Scheduling Reserves Requirement. 

 

Day-ahead Scheduling Reserves Resources: 

 

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized 

generation resources and Demand Resources electrically located within the PJM Region that are 

capable of providing Day-ahead Scheduling Reserves. 

 

Day-ahead Settlement Interval:  

 

“Day-ahead Settlement Interval” shall mean the interval used by settlements, which shall be 

every one clock hour.  

 

Day-ahead System Energy Price: 

 

“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the Day-

ahead Energy Market. 

 

Deactivation: 

 

“Deactivation” shall mean the retirement or mothballing of a generating unit governed by Tariff, 

Part V. 

 

Deactivation Avoidable Cost Credit: 

 

“Deactivation Avoidable Cost Credit” shall mean the credit paid to Generation Owners pursuant 

to Tariff, Part V, section 114. 

 

Deactivation Avoidable Cost Rate: 
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“Deactivation Avoidable Cost Rate” shall mean the formula rate established pursuant to Tariff, 

Part V, section 115 . 

 

Deactivation Date: 

 

“Deactivation Date” shall mean the date a generating unit within the PJM Region is either retired 

or mothballed and ceases to operate. 

 

Decrement Bid: 

 

“Decrement Bid” shall mean a type of Virtual Transaction that is a bid to purchase energy at a 

specified location in the Day-ahead Energy Market.  A cleared Decrement Bid results in 

scheduled load at the specified location in the Day-ahead Energy Market. 

 

Default: 

 

As used in the Interconnection Service Agreement and Construction Service Agreement, 

“Default” shall mean the failure of a Breaching Party to cure its Breach in accordance with the 

applicable provisions of an Interconnection Service Agreement or Construction Service 

Agreement. 

 

Delivering Party: 

 

“Delivering Party” shall mean the entity supplying capacity and energy to be transmitted at 

Point(s) of Receipt. 

 

Delivery Year: 

 

“Delivery Year”  shall mean the Planning Period for which a Capacity Resource is committed 

pursuant to the auction procedures specified in Tariff, Attachment DD, or pursuant to an FRR 

Capacity Plan under Reliability Assurance Agreement, Schedule 8.1. 

 

Demand Bid: 

 

“Demand Bid” shall mean a bid, submitted by a Load Serving Entity in the Day-ahead Energy 

Market, to purchase energy at its contracted load location, for a specified timeframe and 

megawatt quantity, that if cleared will result in energy being scheduled at the specified location 

in the Day-ahead Energy Market and in the physical transfer of energy during the relevant 

Operating Day.   

 

Demand Bid Limit: 

 

“Demand Bid Limit” shall mean the largest MW volume of Demand Bids that may be submitted 

by a Load Serving Entity for any hour of an Operating Day, as determined pursuant to Operating 
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Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of Tariff, Attachment K-

Appendix, section 1.10.1B. 

 

Demand Bid Screening: 

 

“Demand Bid Screening” shall mean the process by which Demand Bids are reviewed against 

the applicable Demand Bid Limit, and rejected if they would exceed that limit, as determined 

pursuant to Operating Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of 

Tariff, Attachment K-Appendix, section 1.10.1B. 

 

Demand Resource: 

 

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand. 

 

Demand Resource Factor or DR Factor: 

 

“Demand Resource Factor” or (“DR Factor”) shall have the meaning specified in the Reliability 

Assurance Agreement. 

 

Designated Agent: 

 

“Designated Agent” shall mean any entity that performs actions or functions on behalf of the 

Transmission Provider, a Transmission Owner, an Eligible Customer, or the Transmission 

Customer required under the Tariff. 

 

Designated Entity: 

 

“Designated Entity” shall have the same meaning provided in the Operating Agreement. 

 

Direct Assignment Facilities: 

 

“Direct Assignment Facilities” shall mean facilities or portions of facilities that are constructed 

for the sole use/benefit of a particular Transmission Customer requesting service under the 

Tariff.  Direct Assignment Facilities shall be specified in the Service Agreement that governs 

service to the Transmission Customer and shall be subject to Commission approval. 

 

Direct Charging Energy: 
 

“Direct Charging Energy” shall mean the energy that an Energy Storage Resource purchases 

from the PJM Interchange Energy Market and (i) later resells to the PJM Interchange Energy 

Market; or (ii) is lost to conversion inefficiencies, provided that such inefficiencies are an 

unavoidable component of the conversion, storage, and discharge process that is used to resell 

energy back to the PJM Interchange Energy Market. 

 

Direct Load Control: 
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“Direct Load Control” shall mean load reduction that is controlled directly by the Curtailment 

Service Provider’s market operations center or its agent, in response to PJM instructions. 

 

Discharge Economic Maximum Megawatts: 
 

“Discharge Economic Maximum Megawatts” shall mean the maximum megawatt power output 

available for discharge in economic dispatch by an Energy Storage Resource Model Participant 

in Continuous Mode or in Discharge Mode. Discharge Economic Maximum Megawatts shall be 

the Economic Maximum for an Energy Storage Resource in Discharge Mode or in Continuous 

Mode. 

 

Discharge Economic Minimum Megawatts: 
 

“Discharge Economic Minimum Megawatts” shall mean the minimum megawatt power output 

available for discharge in economic dispatch by an Energy Storage Resource Model Participant 

in Discharge Mode.  Discharge Economic Minimum Megawatts shall be the Economic 

Minimum for an Energy Storage Resource in Discharge Mode. 

 

Discharge Mode: 

 

“Discharge Mode” shall mean the mode of operation of an Energy Storage Resource Model 

Participant that only includes positive megawatt quantities (i.e., the Energy Storage Resource 

Model Participant is only injecting megawatts onto the grid).   

 

Discharge Ramp Rate: 

 

“Discharge Ramp Rate” shall mean the Ramping Capability of an Energy Storage Resource 

Model Participant in Discharge Mode. 

 

Dispatch Rate: 

 

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour, 

calculated and transmitted continuously and dynamically to direct the output level of all 

generation resources dispatched by the Office of the Interconnection in accordance with the 

Offer Data. 

 

Dispatched Charging Energy:   

 

“Dispatched Charging Energy” shall mean Direct Charging Energy that an Energy Storage 

Resource Model Participant receives from the electric grid pursuant to PJM dispatch while 

providing one of the following services in the PJM markets: Energy Imbalance Service pursuant 

to Tariff, Schedule 4; Regulation; Tier 2 Synchronized Reserves; or Reactive Service.  Energy 

Storage Resource Model Participants shall be considered to be providing Energy Imbalance 

Service when they are dispatchable by PJM in real-time.   

 

Dynamic Schedule: 

Document Accession #: 20201113-5138      Filed Date: 11/13/2020



 

 

 

“Dynamic Schedule” shall have the same meaning provided in the Operating Agreement. 

 

Dynamic Transfer: 

 

“Dynamic Transfer” shall have the same meaning provided in the Operating Agreement. 
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Definitions – L – M – N 

 

Limited Demand Resource:  

 

“Limited Demand Resource” shall have the meaning specified in the Reliability Assurance 

Agreement. 

 

Limited Demand Resource Reliability Target:  

 

“Limited Demand Resource Reliability Target” for the PJM Region or an LDA, shall mean the 

maximum amount of Limited Demand Resources determined by PJM to be consistent with the 

maintenance of reliability, stated in Unforced Capacity that shall be used to calculate the 

Minimum Extended Summer Demand Resource Requirement for Delivery Years through May 

31, 2017 and the Limited Resource Constraint for the 2017/2018 and 2018/2019 Delivery Years 

for the PJM Region or such LDA.  As more fully set forth in the PJM Manuals, PJM calculates 

the Limited Demand Resource Reliability Target by first:  i) testing the effects of the ten-

interruption requirement by comparing possible loads on peak days under a range of weather 

conditions (from the daily load forecast distributions for the Delivery Year in question) against 

possible generation capacity on such days under a range of conditions (using the cumulative 

capacity distributions employed in the Installed Reserve Margin study for the PJM Region and in 

the Capacity Emergency Transfer Objective study for the relevant LDAs for such Delivery Year) 

and, by varying the assumed amounts of DR that is committed and displaces committed 

generation, determines the DR penetration level at which there is a ninety percent probability 

that DR will not be called (based on the applicable operating reserve margin for the PJM Region 

and for the relevant LDAs) more than ten times over those peak days;  ii) testing the six-hour 

duration requirement by calculating the MW difference between the highest hourly unrestricted 

peak load and seventh highest hourly unrestricted peak load on certain high peak load days (e.g., 

the annual peak, loads above the weather normalized peak, or days where load management was 

called) in recent years, then dividing those loads by the forecast peak for those years and 

averaging the result; and (iii) (for the 2016/2017 and 2017/2018 Delivery Years) testing the 

effects of the six-hour duration requirement by comparing possible hourly loads on peak days 

under a range of weather conditions (from the daily load forecast distributions for the Delivery 

Year in question) against possible generation capacity on such days under a range of conditions 

(using a Monte Carlo model of hourly capacity levels that is consistent with the capacity model 

employed in the Installed Reserve Margin study for the PJM Region and in the Capacity 

Emergency Transfer Objective study for the relevant LDAs for such Delivery Year) and, by 

varying the assumed amounts of DR that is committed and displaces committed generation, 

determines the DR penetration level at which there is a ninety percent probability that DR will 

not be called (based on the applicable operating reserve margin for the PJM Region and for the 

relevant LDAs) for more than six hours over any one or more of the tested peak days.  Second, 

PJM adopts the lowest result from these three tests as the Limited Demand Resource Reliability 

Target.  The Limited Demand 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 PJM Region or such LDA, reduced by the 

amount of load served under the FRR Alternative]. 
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Limited Resource Constraint: 
 

“Limited Resource Constraint” shall mean, for the 2017/2018 Delivery Year and for FRR 

Capacity Plans the 2017/2018 and Delivery Years, for the PJM Region or each LDA for which 

the Office of the Interconnection is required under Tariff, Attachment DD, section 5.10(a) 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 for the 2017/2018 Delivery Year 

in the PJM Region or in such LDA, calculated as the Limited Demand Resource Reliability 

Target for the PJM Region or such LDA, respectively, minus the Short Term Resource 

Procurement Target for the PJM Region or such LDA, respectively. 

 

Limited Resource Price Decrement: 
“Limited Resource Price Decrement” shall mean, for the 2017/2018 Delivery Year, a difference 

between the clearing price for Limited Demand Resources and the clearing price for Extended 

Summer Demand Resources and Annual Resources, representing the cost to procure additional 

Extended Summer Demand Resources or Annual Resources out of merit order when the Limited 

Resource Constraint is binding. 

 

List of Approved Contractors: 

 

“List of Approved Contractors” shall mean a list developed by each Transmission Owner and 

published in a PJM Manual of (a) contractors that the Transmission Owner considers to be 

qualified to install or construct new facilities and/or upgrades or modifications to existing 

facilities on the Transmission Owner’s system, provided that such contractors may include, but 

need not be limited to, contractors that, in addition to providing construction services, also 

provide design and/or other construction-related services, and (b) manufacturers or vendors of 

major transmission-related equipment (e.g., high-voltage transformers, transmission line, circuit 

breakers) whose products the Transmission Owner considers acceptable for installation and use 

on its system. 

 

Load Management: 

 

“Load Management” shall mean a Demand Resource (“DR”) as defined in the Reliability 

Assurance Agreement. 

 

Load Management Event: 

 

“Load Management Event” shall mean a) a single temporally contiguous dispatch of Demand 

Resources in a Compliance Aggregation Area during an Operating Day, or b) multiple dispatches 

of Demand Resources in a Compliance Aggregation Area during an Operating Day that are 

temporally contiguous.  

 

Load Ratio Share: 
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“Load Ratio Share” shall mean the ratio of a Transmission Customer’s Network Load to the 

Transmission Provider’s total load. 

 

Load Reduction Event: 

 

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for 

the purpose of participating in the PJM Interchange Energy Market. 

 

Load Serving Charging Energy:  

 

“Load Serving Charging Energy” shall mean energy that is purchased from the PJM Interchange 

Energy Market and stored in an Energy Storage Resource for later resale to end-use load. 

 

Load Serving Entity (LSE): 
 

“Load Serving Entity” or “LSE” shall have the meaning specified in the Reliability Assurance 

Agreement. 

 

Load Shedding: 

 

“Load Shedding” shall mean the systematic reduction of system demand by temporarily 

decreasing load in response to transmission system or area capacity shortages, system instability, 

or voltage control considerations under Tariff, Part II or Part III. 

 

Local Upgrades: 

 

“Local Upgrades” shall mean modifications or additions of facilities to abate any local thermal 

loading, voltage, short circuit, stability or similar engineering problem caused by the 

interconnection and delivery of generation to the Transmission System.  Local Upgrades shall 

include: 

 

 (i) Direct Connection Local Upgrades which are Local Upgrades that only serve the 

Customer Interconnection Facility and have no impact or potential impact on the Transmission 

System until the final tie-in is complete; and  

 

 (ii) Non-Direct Connection Local Upgrades which are parallel flow Local Upgrades that 

are not Direct Connection Local Upgrades. 

 

Location: 

 

“Location” as used in the Economic Load Response rules shall mean an end-use customer site as 

defined by the relevant electric distribution company account number. 

 

LOC Deviation:   
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“LOC Deviation,” shall mean, for units other than wind units, the LOC Deviation shall equal the 

desired megawatt amount for the resource determined according to the point on the Final Offer 

curve corresponding to the Real-time Settlement Interval real-time Locational Marginal Price at 

the resource’s bus and adjusted for any Regulation or Tier 2 Synchronized Reserve assignments 

and limited to the lesser of the unit’s Economic Maximum or the unit’s Generation Resource 

Maximum Output, minus the actual output of the unit.  For wind units, the LOC Deviation shall 

mean the deviation of the generating unit’s output equal to the lesser of the PJM forecasted 

output for the unit or the desired megawatt amount for the resource determined according to the 

point on the Final Offer curve corresponding to the Real-time Settlement Interval integrated real-

time Locational Marginal Price at the resource’s bus, and shall be limited to the lesser of the 

unit’s Economic Maximum or the unit’s Generation Resource Maximum Output, minus the 

actual output of the unit. 

 
Locational Deliverability Area (LDA): 

 

“Locational Deliverability Area” or “LDA” shall mean a geographic area within the PJM Region 

that has limited transmission capability to import capacity to satisfy such area’s reliability 

requirement, as determined by the Office of the Interconnection in connection with preparation 

of the Regional Transmission Expansion Plan, and as specified in Reliability Assurance 

Agreement, Schedule 10.1. 

 

Locational Deliverability Area Reliability Requirement: 

 

“Locational Deliverability Area Reliability Requirement” shall mean the projected internal 

capacity in the Locational Deliverability Area plus the Capacity Emergency Transfer Objective 

for the Delivery Year, as determined by the Office of the Interconnection in connection with 

preparation of the Regional Transmission Expansion Plan, less the minimum internal resources 

required for all FRR Entities in such Locational Deliverability Area. 

 

Locational Price Adder: 

 

“Locational Price Adder” shall mean an addition to the marginal value of Unforced Capacity 

within an LDA as necessary to reflect the price of Capacity Resources required to relieve 

applicable binding locational constraints.  

 

Locational Reliability Charge: 

 

“Locational Reliability Charge” shall have the meaning specified in the Reliability Assurance 

Agreement.  

 

Locational UCAP: 

 

“Locational UCAP” shall mean unforced capacity that a Member with available uncommitted 

capacity sells in a bilateral transaction to a Member that previously committed capacity through 

an RPM Auction but now requires replacement capacity to fulfill its RPM Auction commitment.  
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The Locational UCAP Seller retains responsibility for performance of the resource providing 

such replacement capacity.   

 

Locational UCAP Seller: 

 

“Locational UCAP Seller” shall mean a Member that sells Locational UCAP. 

 

Long-lead Project: 

 

“Long-lead Project” shall have the same meaning provided in the Operating Agreement. 

 

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

 

“Long-Term Firm Point-To-Point Transmission Service” shall mean firm Point-To-Point 

Transmission Service under Tariff, Part II with a term of one year or more. 

 

Loss Price: 

 

“Loss Price” shall mean the loss component of the Locational Marginal Price, which is the effect 

on transmission loss costs (whether positive or negative) associated with increasing the output of 

a generation resource or decreasing the consumption by a Demand Resource based on the effect 

of increased generation from or consumption by the resource on transmission losses, calculated 

as specified in Operating Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, 

Attachment K-Appendix, section 2. 

 

M2M Flowgate: 

 

“M2M Flowgate” shall have the meaning provided in the Joint Operating Agreement between 

the Midcontinent Independent Transmission System Operator, Inc. and PJM Interconnection, 

L.L.C. 

 

Maintenance Adder:   

 

“Maintenance Adder” shall mean an adder that may be included to account for variable operation 

and maintenance expenses in a Market Seller’s Fuel Cost Policy.  The Maintenance Adder is 

calculated in accordance with the applicable provisions of PJM Manual 15, and may only include 

expenses incurred as a result of electric production. 

 

Manual Load Dump Action: 

 

“Manual Load Dump Action” shall mean an Operating Instruction, as defined by NERC, from 

PJM to shed firm load when the PJM Region cannot provide adequate capacity to meet the PJM 

Region’s load and tie schedules, or to alleviate critically overloaded transmission lines or other 

equipment. 

 

Manual Load Dump Warning: 
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“Manual Load Dump Warning” shall mean a notification from PJM to warn Members of an 

increasingly critical condition of present operations that may require manually shedding load. 

 

Marginal Value:  

 

“Marginal Value” shall mean the incremental change in system dispatch costs, measured as a 

$/MW value incurred by providing one additional MW of relief to the transmission constraint. 

 

Market Monitor: 

 

“Market Monitor” means the head of the Market Monitoring Unit. 

 

Market Monitoring Unit or MMU: 

 

“Market Monitoring Unit” or “MMU” means the independent Market Monitoring Unit defined in 

18 CFR § 35.28(a)(7) and established under the PJM Market Monitoring Plan (Attachment M) to 

the PJM Tariff that is responsible for implementing the Market Monitoring Plan, including the 

Market Monitor.  The Market Monitoring Unit may also be referred to as the IMM or 

Independent Market Monitor for PJM 

 

Market Monitoring Unit Advisory Committee or MMU Advisory Committee: 

 

“Market Monitoring Unit Advisory Committee” or “MMU Advisory Committee” shall mean the 

committee established under Tariff, Attachment M, section III.H. 

 

Market Operations Center: 

 

“Market Operations Center” shall mean the equipment, facilities and personnel used by or on 

behalf of a Market Participant to communicate and coordinate with the Office of the 

Interconnection in connection with transactions in the PJM Interchange Energy Market or the 

operation of the PJM Region. 

 

Market Participant: 

 

“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic Load Response 

Participant, or all three, except when such term is used in Tariff, Attachment M, in which case 

Market Participant shall mean an entity that generates, transmits, distributes, purchases, or sells 

electricity, ancillary services, or any other product or service provided under the PJM Tariff or 

Operating Agreement within, into, out of, or through the PJM Region, but it shall not include an 

Authorized Government Agency that consumes energy for its own use but does not purchase or 

sell energy at wholesale. 

 

Market Participant Energy Injection: 
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“Market Participant Energy Injection” shall mean transactions in the Day-ahead Energy Market 

and Real-time Energy Market, including but not limited to Day-ahead generation schedules, real-

time generation output, Increment Offers, internal bilateral transactions and import transactions, 

as further described in the PJM Manuals.  

 

Market Participant Energy Withdrawal: 

 

“Market Participant Energy Withdrawal” shall mean transactions in the Day-ahead Energy 

Market and Real-time Energy Market, including but not limited to Demand Bids, Decrement 

Bids, real-time load (net of Behind The Meter Generation expected to be operating, but not to be 

less than zero), internal bilateral transactions and Export Transactions, as further described in the 

PJM Manuals.  

 

Market Seller Offer Cap: 

 

“Market Seller Offer Cap” shall mean a maximum offer price applicable to certain Market 

Sellers under certain conditions, as determined in accordance with Tariff, Attachment DD. 

section 6 and Tariff, Attachment M-Appendix, section II.E.    

 

Market Violation: 

 

“Market Violation” shall mean a tariff violation, violation of a Commission-approved order, rule 

or regulation, market manipulation, or inappropriate dispatch that creates substantial concerns 

regarding unnecessary market inefficiencies, as defined in 18 C.F.R. § 35.28(b)(8). 

 

Material Modification: 

 

“Material Modification” shall mean any modification to an Interconnection Request that has a 

material adverse effect on the cost or timing of Interconnection Studies related to, or any 

Network Upgrades or Local Upgrades needed to accommodate, any Interconnection Request 

with a later Queue Position. 

 

Maximum Daily Starts: 

 

“Maximum Daily Starts” shall mean the maximum number of times that a generating unit can be 

started in an Operating Day under normal operating conditions. 

 

Maximum Emergency: 

 

“Maximum Emergency” shall mean the designation of all or part of the output of a generating 

unit for which the designated output levels may require extraordinary procedures and therefore 

are available to the Office of the Interconnection only when the Office of the Interconnection 

declares a Maximum Generation Emergency and requests generation designated as Maximum 

Emergency to run.  The Office of the Interconnection shall post on the PJM website the 

aggregate amount of megawatts that are classified as Maximum Emergency. 
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Maximum Facility Output: 

 

“Maximum Facility Output” shall mean the maximum (not nominal) net electrical power output 

in megawatts, specified in the Interconnection Service Agreement, after supply of any parasitic 

or host facility loads, that a Generation Interconnection Customer’s Customer Facility is 

expected to produce, provided that the specified Maximum Facility Output shall not exceed the 

output of the proposed Customer Facility that Transmission Provider utilized in the System 

Impact Study. 

 

Maximum Generation Emergency: 

 

“Maximum Generation Emergency” shall mean an Emergency declared by the Office of the 

Interconnection to address either a generation or transmission emergency in which the Office of 

the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-

Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical 

power output, subject to the equipment stress limits for such Generation Capacity Resource or 

Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency. 

 

Maximum Generation Emergency Alert:  

 

“Maximum Generation Emergency Alert” shall mean an alert issued by the Office of the 

Interconnection to notify PJM Members, Transmission Owners, resource owners and operators, 

customers, and regulators that a Maximum Generation Emergency may be declared, for any 

Operating Day in either, as applicable, the Day-ahead Energy Market or the Real-time Energy 

Market, for all or any part of such Operating Day. 

 

Maximum Run Time: 

 

“Maximum Run Time” shall mean the maximum number of hours a generating unit can run over 

the course of an Operating Day, as measured by PJM’s State Estimator. 

 

Maximum Weekly Starts: 

 

“Maximum Weekly Starts” shall mean the maximum number of times that a generating unit can 

be started in one week, defined as the 168 hour period starting Monday 0001 hour, under normal 

operating conditions. 

 

Member: 

  

“Member” shall have the meaning provided in the Operating Agreement. 

 

Merchant A.C. Transmission Facilities: 

 

“Merchant A.C. Transmission Facility” shall mean Merchant Transmission Facilities that are 

alternating current (A.C.) transmission facilities, other than those that are Controllable A.C. 

Merchant Transmission Facilities.  
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Merchant D.C. Transmission Facilities: 

 

“Merchant D.C. Transmission Facilities” shall mean direct current (D.C.) transmission facilities 

that are interconnected with the Transmission System pursuant to Tariff, Part IV and Part VI.  

 

Merchant Network Upgrades: 

 

“Merchant Network Upgrades” shall mean additions to, or modifications or replacements of, 

physical facilities of the Interconnected Transmission Owner that, on the date of the pertinent 

Transmission Interconnection Customer’s Upgrade Request, are part of the Transmission System 

or are included in the Regional Transmission Expansion Plan. 

 

Merchant Transmission Facilities: 

 

“Merchant Transmission Facilities” shall mean A.C. or D.C. transmission facilities that are 

interconnected with or added to the Transmission System pursuant to Tariff, Part IV and Part VI 

and that are so identified in Tariff, Attachment T, provided, however, that Merchant 

Transmission Facilities shall not include (i) any Customer Interconnection Facilities, (ii) any 

physical facilities of the Transmission System that were in existence on or before March 20, 

2003 ; (iii) any expansions or enhancements of the Transmission System that are not identified as 

Merchant Transmission Facilities in the Regional Transmission Expansion Plan and Attachment 

T to the Tariff, or (iv) any transmission facilities that are included in the rate base of a public 

utility and on which a regulated return is earned. 

 

Merchant Transmission Provider: 

 

“Merchant Transmission Provider” shall mean an Interconnection Customer that (1) owns,  

controls, or controls the rights to use the transmission capability of, Merchant D.C. Transmission 

Facilities and/or Controllable A.C. Merchant Transmission Facilities that connect the 

Transmission System with another control area, (2) has elected to receive Transmission Injection 

Rights and Transmission Withdrawal Rights associated with such facility pursuant to Tariff, Part 

IV, section 36, and (3) makes (or will make) the transmission capability of such facilities 

available for use by third parties under terms and conditions approved by the Commission and 

stated in the Tariff, consistent with Tariff, section 38. 

 

Metering Equipment: 

 

“Metering Equipment” shall mean all metering equipment installed at the metering points 

designated in the appropriate appendix to an Interconnection Service Agreement. 

 

Minimum Annual Resource Requirement: 
 

“Minimum Annual Resource Requirement” shall mean, for Delivery Years through May 31, 

2017,   the minimum amount of capacity that PJM will seek to procure from Annual Resources 

for the PJM Region and for each Locational Deliverability Area for which the Office of the 
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Interconnection is required under Tariff, Attachment DD, section 5.10(a) to establish a separate 

VRR Curve for such Delivery Year.  For the PJM Region, the Minimum Annual Resource 

Requirement shall be equal to the RTO Reliability Requirement minus [the Sub-Annual 

Resource Reliability Target for the RTO in Unforced Capacity].  For an LDA, the Minimum 

Annual Resource Requirement shall be equal to the LDA Reliability Requirement minus [the 

LDA CETL] minus [the Sub-Annual Resource Reliability Target for such LDA in Unforced 

Capacity]. The LDA CETL may be adjusted pro rata for the amount of load served under the 

FRR Alternative. 

 

Minimum Down Time: 

 

For all generating units that are not combined cycle units, “Minimum Down Time” shall mean 

the minimum number of hours under normal operating conditions between unit shutdown and 

unit startup, calculated as the shortest time difference between the unit’s generator breaker 

opening and after the unit’s generator breaker closure, which is typically indicated by 

telemetered or aggregated State Estimator megawatts greater than zero. For combined cycle 

units, “Minimum Down Time” shall mean the minimum number of hours between the last 

generator breaker opening and after first combustion turbine generator breaker closure, which is 

typically indicated by telemetered or aggregated State Estimator megawatts greater than zero. 

 

Minimum Extended Summer Resource Requirement: 
 

“Minimum Extended Summer Resource Requirement” shall mean, for Delivery Years through 

May 31, 2017, the minimum amount of capacity that PJM will seek to procure from Extended 

Summer Demand Resources and Annual Resources for the PJM Region and for each Locational 

Deliverability Area for which the Office of the Interconnection is required under Tariff, 

Attachment DD, section 5.10(a) to establish a separate VRR Curve for such Delivery Year.  For 

the PJM Region, the Minimum Extended Summer Resource Requirement shall be equal to the 

RTO Reliability Requirement minus [the Limited Demand Resource Reliability Target for the 

PJM Region in Unforced Capacity].  For an LDA, the Minimum Extended Summer Resource 

Requirement shall be equal to the LDA Reliability Requirement minus [the LDA CETL] minus 

[the Limited Demand Resource Reliability Target for such LDA in Unforced Capacity].  The 

LDA CETL may be adjusted pro rata for the amount of load served under the FRR Alternative. 

 

Minimum Generation Emergency: 

 

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the 

Interconnection in which the Office of the Interconnection anticipates requesting one or more 

generating resources to operate at or below Normal Minimum Generation, in order to manage, 

alleviate, or end the Emergency. 

 

Minimum Participation Requirements: 

 

“Minimum Participation Requirements” shall mean a set of minimum training, risk management, 

communication and capital or collateral requirements required for Participants in the PJM 

Markets, as set forth herein and in the Form of Annual Certification set forth as Tariff, 

Document Accession #: 20201113-5138      Filed Date: 11/13/2020



 

 

Attachment Q, Appendix 1.  Participants transacting in FTRs in certain circumstances will be 

required to demonstrate additional risk management procedures and controls as further set forth 

in the Annual Certification found in Tariff, Attachment Q, Appendix 1. 

 

Minimum Run Time: 

 

For all generating units that are not combined cycle units, “Minimum Run Time” shall mean the 

minimum number of hours a unit must run, in real-time operations, from the time after generator 

breaker closure, which is typically indicated by telemetered or aggregated State Estimator 

megawatts greater than zero, to the time of generator breaker opening, as measured by PJM's 

State Estimator. For combined cycle units, “Minimum Run Time” shall mean the time period 

after the first combustion turbine generator breaker closure, which is typically indicated by 

telemetered or aggregated State Estimator megawatts greater than zero, and the last generator 

breaker opening as measured by PJM’s State Estimator. 

 

MISO: 

 

“MISO” shall mean the Midcontinent Independent System Operator, Inc. or any successor 

thereto. 

 

MOPR Floor Offer Price: 

 

“MOPR Floor Offer Price” shall mean a minimum offer price applicable to certain Market 

Seller’s Capacity Resources under certain conditions, as determined in accordance with Tariff, 

Attachment DD, sections 5.14(h) and 5.14(h-1). 

 

Multi-Driver Project: 

 

“Multi-Driver Project” shall have the same meaning provided in the Operating Agreement. 

 

Native Load Customers: 

 

“Native Load Customers” shall mean the wholesale and retail power customers of a 

Transmission Owner on whose behalf the Transmission Owner, by statute, franchise, regulatory 

requirement, or contract, has undertaken an obligation to construct and operate the Transmission 

Owner’s system to meet the reliable electric needs of such customers. 

 

NERC: 

 

“NERC” shall mean the North American Electric Reliability Corporation or any successor 

thereto. 

 

NERC Interchange Distribution Calculator: 
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“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect 

and being used to calculate the distribution of energy, over specific transmission interfaces, from 

energy transactions. 

 

Net Benefits Test:  
 

“Net Benefits Test” shall mean a calculation to determine whether the benefits of a reduction in 

price resulting from the dispatch of Economic Load Response exceeds the cost to other loads 

resulting from the billing unit effects of the load reduction, as specified in Operating Agreement, 

Schedule 1, section 3.3A.4 and the parallel provisions of Tariff, Attachment K-Appendix, section 

3.3A.4. 

 

Net Cost of New Entry:   

 

“Net Cost of New Entry” shall mean the Cost of New Entry minus the Net Energy and Ancillary 

Service Revenue Offset. 

 

Net Obligation: 

  

“Net Obligation” shall mean the amount owed to PJMSettlement and PJM for purchases from the 

PJM Markets, Transmission Service, (under Tariff, Parts II and III , and other services pursuant 

to the Agreements, after applying a deduction for amounts owed to a Participant by 

PJMSettlement as it pertains to monthly market activity and services.  Should other markets be 

formed such that Participants may incur future Obligations in those markets, then the aggregate 

amount of those Obligations will also be added to the Net Obligation. 

 

Net Sell Position: 

  

“Net Sell Position” shall mean the amount of Net Obligation when Net Obligation is negative. 

 

Network Customer: 

 

“Network Customer” shall mean an entity receiving transmission service pursuant to the terms of 

the Transmission Provider’s Network Integration Transmission Service under Tariff, Part III. 

 

Network External Designated Transmission Service: 

 

“Network External Designated Transmission Service” shall have the meaning set forth in 

Reliability Assurance Agreement, Article I. 

 

Network Integration Transmission Service: 

 

“Network Integration Transmission Service” shall mean the transmission service provided under 

Tariff, Part III. 

 

Network Load: 
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“Network Load” shall mean the load that a Network Customer designates for Network 

Integration Transmission Service under Tariff, Part III.  The Network Customer’s Network Load 

shall include all load (including losses, Non-Dispatched Charging Energy, and Load Serving 

Charging Energy) served by the output of any Network Resources designated by the Network 

Customer.  A Network Customer may elect to designate less than its total load as Network Load 

but may not designate only part of the load at a discrete Point of Delivery.  Where an Eligible 

Customer has elected not to designate a particular load at discrete points of delivery as Network 

Load, the Eligible Customer is responsible for making separate arrangements under Tariff, Part 

II for any Point-To-Point Transmission Service that may be necessary for such non-designated 

load.  Network Load shall not include Dispatched Charging Energy. 

 

Network Operating Agreement: 

 

“Network Operating Agreement” shall mean an executed agreement that contains the terms and 

conditions under which the Network Customer shall operate its facilities and the technical and 

operational matters associated with the implementation of Network Integration Transmission 

Service under Tariff, Part III. 

 

Network Operating Committee: 

 

“Network Operating Committee” shall mean a group made up of representatives from the 

Network Customer(s) and the Transmission Provider established to coordinate operating criteria 

and other technical considerations required for implementation of Network Integration 

Transmission Service under Tariff, Part III.  

 

Network Resource: 

 

“Network Resource” shall mean any designated generating resource owned, purchased, or leased 

by a Network Customer under the Network Integration Transmission Service Tariff.  Network 

Resources do not include any resource, or any portion thereof, that is committed for sale to third 

parties or otherwise cannot be called upon to meet the Network Customer’s Network Load on a 

non-interruptible basis, except for purposes of fulfilling obligations under a reserve sharing 

program. 

 

Network Service User: 

 

“Network Service User” shall mean an entity using Network Transmission Service. 

 

Network Transmission Service: 

 

“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 

terms and conditions set forth in Tariff, Part III, or transmission service comparable to such 

service that is provided to a Load Serving Entity that is also a Transmission Owner. 

 

Network Upgrades: 
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“Network Upgrades” shall mean modifications or additions to transmission-related facilities that 

are integrated with and support the Transmission Provider’s overall Transmission System for the 

general benefit of all users of such Transmission System. Network Upgrades shall include: 

 

 (i) Direct Connection Network Upgrades which are Network Upgrades that are not part 

of an Affected System; only serve the Customer Interconnection Facility; and have no impact or 

potential impact on the Transmission System until the final tie-in is complete.  Both 

Transmission Provider and Interconnection Customer must agree as to what constitutes Direct 

Connection Network Upgrades and identify them in the Interconnection Construction Service 

Agreement, Schedule D.  If the Transmission Provider and Interconnection Customer disagree 

about whether a particular Network Upgrade is a Direct Connection Network Upgrade, the 

Transmission Provider must provide the Interconnection Customer a written technical 

explanation outlining why the Transmission Provider does not consider the Network Upgrade to 

be a Direcct Connection Network Upgrade within 15 days of its determination. 

 

 (ii) Non-Direct Connection Network Upgrades which are parallel flow Network 

Upgrades that are not Direct Connection Network Upgrades. 

 

Neutral Party: 

 

“Neutral Party” shall have the meaning provided in Tariff, Part I, section 9.3(v). 

 

New Entry Capacity Resource with State Subsidy: 

 

“New Entry Capacity Resource with State Subsidy” shall mean (1) starting with the 2022/2023 

Delivery Year, the MWs (in installed capacity) comprising a Capacity Resource with State 

Subsidy that have not cleared in an RPM Auction pursuant to its Sell Offer at or above its 

resource-specific MOPR Floor Offer Price or the applicable default New Entry MOPR Floor 

Offer Price or (2) starting with the Base Residual Auction for the 2022/2023 Delivery Year, any 

of those MWs (in installed capacity) comprising a Capacity Resource with State Subsidy that 

was not included in an FRR Capacity Plan at the time of the Base Residual Auction or the 

subject of a Sell Offer in a Base Residual Auction occurring for a Delivery Year after it last 

cleared an RPM Auction and since then has yet to clear an RPM Auction pursuant to its Sell 

Offer at or above its resource-specific MOPR Floor Offer Price or the applicable default New 

Entry MOPR Floor Offer Price.   

 

New PJM Zone(s): 

 

“New PJM Zone(s)” shall mean the Zone included in the Tariff, along with applicable Schedules 

and Attachments, for Commonwealth Edison Company, The Dayton Power and Light Company 

and the AEP East Operating Companies (Appalachian Power Company, Columbus Southern 

Power Company, Indiana Michigan Power Company, Kentucky Power Company, Kingsport 

Power Company, Ohio Power Company and Wheeling Power Company). 

 

New Service Customers: 
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“New Service Customers” shall mean all customers that submit an Interconnection Request, a 

Completed Application, or an Upgrade Request that is pending in the New Services Queue. 

 

New Service Request: 

 

“New Service Request” shall mean an Interconnection Request, a Completed Application, or an 

Upgrade Request. 

 

New Services Queue: 

 

“New Service Queue” shall mean all Interconnection Requests, Completed Applications, and 

Upgrade Requests that are received within each six-month period ending on April 30 and 

October 31 of each year shall collectively comprise a New Services Queue. 

 

New Services Queue Closing Date: 

 

“New Services Queue Closing Date” shall mean each April 30 and October 31 shall be the 

Queue Closing Date for the New Services Queue comprised of Interconnection Requests, 

Completed Applications, and Upgrade Requests received during the six-month period ending on 

such date. 

 

New York ISO or NYISO: 

 

“New York ISO” or “NYISO” shall mean the New York Independent System Operator, Inc. or 

any successor thereto. 

 

Nodal Reference Price: 

  

The “Nodal Reference Price” at each location shall mean the 97th percentile price differential 

between day-ahead and real-time prices experienced over the corresponding two-month 

reference period in the prior calendar year.   Reference periods will be Jan-Feb, Mar-Apr, May-

Jun, Jul-Aug, Sept-Oct, Nov-Dec.  For any given current-year month, the reference period 

months will be the set of two months in the prior calendar year that include the month 

corresponding to the current month.  For example, July and August 2003 would each use July-

August 2002 as their reference period. 

 

No-load Cost:  

 

“No-load Cost” shall mean the hourly cost required to create the starting point of a 

monotonically increasing incremental offer curve for a generating unit. 

 

Nominal Rated Capability: 

 

“Nominal Rated Capability” shall mean the nominal maximum rated capability in megawatts of 

a Transmission Interconnection Customer’s Customer Facility or the nominal increase in 
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transmission capability in megawatts of the Transmission System resulting from the 

interconnection or addition of a Transmission Interconnection Customer’s Customer Facility, as 

determined in accordance with pertinent Applicable Standards and specified in the 

Interconnection Service Agreement. 

 

Nominated Demand Resource Value: 

 

“Nominated Demand Resource Value” shall mean the amount of load reduction that a Demand 

Resource commits to provide either through direct load control, firm service level or guaranteed 

load drop programs.  For existing Demand Resources, the maximum Nominated Demand 

Resource Value is limited, in accordance with the PJM Manuals, to the value appropriate for the 

method by which the load reduction would be accomplished, at the time the Base Residual 

Auction or Incremental Auction is being conducted. 

 

Nominated Energy Efficiency Value:  

 

“Nominated Energy Efficiency Value” shall mean the amount of load reduction that an Energy 

Efficiency Resource commits to provide through installation of more efficient devices or 

equipment or implementation of more efficient processes or systems. 

 

Non-Dispatched Charging Energy:  

 

“Non-Dispatched Charging Energy” shall mean all Direct Charging Energy that an Energy 

Storage Resource Model Participant receives from the electric grid that is not otherwise 

Dispatched Charging Energy. 

 

Non-Firm Point-To-Point Transmission Service: 

 

“Non-Firm Point-To-Point Transmission Service” shall mean Point-To-Point Transmission 

Service under the Tariff that is reserved and scheduled on an as-available basis and is subject to 

Curtailment or Interruption as set forth in Tariff, Part II, section 14.7.  Non-Firm Point-To-Point 

Transmission Service is available on a stand-alone basis for periods ranging from one hour to 

one month. 

 

Non-Firm Sale: 

 

“Non-Firm Sale” shall mean an energy sale for which receipt or delivery may be interrupted for 

any reason or no reason, without liability on the part of either the buyer or seller. 

 

Non-Firm Transmission Withdrawal Rights: 

 

“No-Firm Transmission Withdrawal Rights” shall mean the rights to schedule energy 

withdrawals from a specified point on the Transmission System. Non-Firm Transmission 

Withdrawal Rights may be awarded only to a Merchant D.C. Transmission Facility that connects 

the Transmission System to another control area. Withdrawals scheduled using Non-Firm 
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Transmission Withdrawal Rights have rights similar to those under Non-Firm Point-to-Point 

Transmission Service. 

 

Non-Performance Charge: 

 

“Non-Performance Charge” shall mean the charge applicable to Capacity Performance 

Resources as defined in Tariff, Attachment DD, section 10A(e). 

 

Nonincumbent Developer: 

 

“Nonincumbent Developer” shall have the same meaning provided in the Operating Agreement. 

 

Non-Regulatory Opportunity Cost: 

 “Non-Regulatory Opportunity Cost” shall mean the difference between (a) the forecasted cost to 

operate a specific generating unit when the unit only has a limited number of starts or available 

run hours resulting from (i) the physical equipment limitations of the unit, for up to one year, due 

to original equipment manufacturer recommendations or insurance carrier restrictions, (ii) a fuel 

supply limitation, for up to one year, resulting from an event of Catastrophic Force Majeure; and,  

(b) the forecasted future Locational Marginal Price at which the generating unit could run while 

not violating such limitations.  Non-Regulatory Opportunity Cost therefore is the value 

associated with a specific generating unit’s lost opportunity to produce energy during a higher 

valued period of time occurring within the same period of time in which the unit is bound by the 

referenced restrictions, and is reflected in the rules set forth in PJM Manual 15.  Non-Regulatory 

Opportunity Costs shall be limited to those resources which are specifically delineated in 

Operating Agreement, Schedule 2.  

 

Non-Retail Behind The Meter Generation: 

 

“Non-Retail Behind The Meter Generation” shall mean Behind the Meter Generation that is used 

by municipal electric systems, electric cooperatives, or electric distribution companies to serve 

load. 

 

Non-Synchronized Reserve: 

 

“Non-Synchronized Reserve” shall mean the reserve capability of non-emergency generation 

resources that can be converted fully into energy within ten minutes of a request from the Office 

of the Interconnection dispatcher, and is provided by equipment that is not electrically 

synchronized to the Transmission System. 

 

Non-Synchronized Reserve Event: 

 

“Non-Synchronized Reserve Event” shall mean a request from the Office of the Interconnection 

to generation resources able and assigned to provide Non-Synchronized Reserve in one or more 

specified Reserve Zones or Reserve Sub-zones, within ten minutes to increase the energy output 

by the amount of assigned Non-Synchronized Reserve capability. 
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Non-Variable Loads: 

“Non-Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, 

section 1.5A.6, and the parallel provisions of Tariff, Attachment K-Appendix, section 1.5A.6. 

 

Non-Zone Network Load: 

 

“Non-Zone Network Load shall mean Network Load that is located outside of the PJM Region. 

 

Normal Maximum Generation: 

 

“Normal Maximum Generation” shall mean the highest output level of a generating resource 

under normal operating conditions. 

 

Normal Minimum Generation: 

 

“Normal Minimum Generation” shall mean the lowest output level of a generating resource 

under normal operating conditions. 
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4. GENERAL PROVISIONS 

 

4.1 Capacity Market Sellers 

 

Only Capacity Market Sellers shall be eligible to submit Sell Offers into the Base Residual 

Auction and Incremental Auctions.  Capacity Market Sellers shall comply with the terms and 

conditions of all Sell Offers, as established by the Office of the Interconnection in accordance 

with this Attachment DD, Tariff, Attachment M, Tariff, Attachment M - Appendix and the 

Operating Agreement.  

 

4.2 Capacity Market Buyers 

 

Only Capacity Market Buyers shall be eligible to submit Buy Bids into an Incremental Auction.  

Capacity Market Buyers shall comply with the terms and conditions of all Buy Bids, as 

established by the Office of the Interconnection in accordance with this Attachment DD, Tariff, 

Attachment M, Tariff, Attachment M - Appendix and the Operating Agreement.  

 

4.3 Agents 

 

A Capacity Market Seller may participate in a Base Residual Auction or Incremental Auction 

through an Agent, provided that the Capacity Market Seller informs the Office of the 

Interconnection in advance in writing of the appointment and authority of such Agent. A 

Capacity Market Buyer may participate in an Incremental Auction through an Agent, provided 

that the Capacity Market Buyer informs the Office of the Interconnection in advance in writing 

of the appointment and authority of such Agent. A Capacity Market Buyer or Capacity Market 

Seller participating in such an auction through an Agent shall be bound by all of the acts or 

representations of such Agent with respect to transactions in such auction. Any written 

instrument establishing the authority of such Agent shall provide that any such Agent shall 

comply with the requirements of this Attachment DD and the Operating Agreement. 

 

4.4 General Obligations of Capacity Market Buyers and Capacity Market Sellers 

 

Each Capacity Market Buyer and Capacity Market Seller shall comply with all laws and 

regulations applicable to the operation of the Base Residual and Incremental Auctions and the 

use of these auctions shall comply with all applicable provisions of this Attachment DD, Tariff, 

Attachment M, Tariff, Attachment M - Appendix, Tariff, Attachment Q, the Operating 

Agreement, and the Reliability Assurance Agreement, Tariff, Attachment K-Appendix, section 

1.4 and the parallel provisions of Operating Agreement, Schedule 1, section 1.4, and all 

procedures and requirements for the conduct of the Base Residual and Incremental Auctions and 

the PJM Region established by the Office of the Interconnection in accordance with the 

foregoing. 

 

4.5 Confidentiality 

 

The following information submitted to the Office of the Interconnection in connection with any 

Base Residual Auction, Incremental Auction, Reliability Backstop Auction, or Capacity 
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Performance Transition Incremental Auction shall be deemed confidential information for 

purposes of Operating Agreement, section 18.17, Tariff, Attachment M and Tariff, Attachment 

M - Appendix:  (i) the terms and conditions of the Sell Offers and Buy Bids; and (ii) the terms 

and conditions of any bilateral transactions for Capacity Resources. 

 

4.6 Bilateral Capacity Transactions 

 

 (a) Unit-Specific Internal Capacity Bilateral Transaction Transferring All Rights and 

Obligations (“Section 4.6(a) Bilateral”). 

 

(i) Market Participants may enter into unit-specific internal bilateral capacity 

contracts for the purchase and sale of title and rights to a specified amount of installed capacity 

from a specific generating unit or units.  Such bilateral capacity contracts shall be for the transfer 

of rights to capacity to and from a Market Participant and shall be reported to the Office of the 

Interconnection in accordance with this Attachment DD and the Office of the Interconnection’s 

rules related to its eRPM tools.   

 

(ii) For purposes of clarity, with respect to all Section 4.6(a) Bilateral 

transactions, the rights to, and obligations regarding, the capacity that is the subject of the 

transaction shall pass to the buyer under the contract at the location of the unit and further 

transactions and rights and obligations associated with such capacity shall be the responsibility 

of the buyer under the contract. Such obligations include any charges, including penalty charges, 

relating to the capacity under this Attachment DD.  In no event shall the purchase and sale of the 

rights to capacity pursuant to a Section 4.6(a) Bilateral constitute a transaction with the Office of 

the Interconnection or PJMSettlement or a transaction in any auction under this Attachment DD.   

 

(iii) All payments and related charges associated with a Section 4.6(a) Bilateral 

shall be arranged between the parties to the transaction and shall not be billed or settled by the 

Office of the Interconnection or PJMSettlement.  The Office of the Interconnection, 

PJMSettlement, and the Members will not assume financial responsibility for the failure of a 

party to perform obligations owed to the other party under a Section 4.6(a) Bilateral reported to 

the Office of the Interconnection under this Attachment DD.   

 

(iv) With respect to capacity that is the subject of a Section 4.6(a) Bilateral that 

has cleared an auction under this Attachment DD prior to a transfer, the buyer of the cleared 

capacity shall be considered in the Delivery Year the party to a transaction with PJMSettlement 

as Counterparty for the cleared capacity at the Capacity Resource Clearing Price published for 

the applicable auction. 

 

(v) A buyer under a Section 4.6(a) Bilateral contract shall pay any penalties or 

charges associated with the capacity transferred under the contract.  To the extent the capacity 

that is the subject of a Section 4.6(a) Bilateral contract has cleared an auction under this 

Attachment DD prior to a transfer, then the seller under the contract also shall guarantee and 

indemnify the Office of the Interconnection, PJMSettlement, and the Members for the buyer’s 

obligation to pay any penalties or charges associated with the capacity and for which payment is 

not made to PJMSettlement by the buyer as determined by the Office of the Interconnection.  All 
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claims regarding a default of a buyer to a seller under a Section 4.6(a) Bilateral contract shall be 

resolved solely between the buyer and the seller.   

 

(vi) To the extent the capacity that is the subject of the Section 4.6(a) Bilateral 

transaction already has cleared an auction under this Attachment DD, such bilateral capacity 

transactions shall be subject to the prior consent of the Office of the Interconnection and its 

determination that sufficient credit is in place for the buyer with respect to the credit exposure 

associated with such obligations. 

 

 (b) Bilateral Capacity Transaction Transferring Title to Capacity But Not 

Transferring Performance Obligations (“Section 4.6(b) Bilateral”).   

 

(i) Market Participants may enter into bilateral capacity transactions for the 

purchase and sale of a specified megawatt quantity of capacity that has cleared an auction 

pursuant to this Attachment DD.  The parties to a Section 4.6(b) Bilateral transaction shall 

identify (1) each unit from which the transferred megawatts are being sold, and (2) the auction in 

which the transferred megawatts cleared.  Such bilateral capacity transactions shall transfer title 

and all rights with respect to capacity and shall be reported to the Office of the Interconnection 

on an annual basis prior to each Delivery Year in accordance with this Attachment DD and 

pursuant to the Office of the Interconnection’s rules related to its eRPM tools. Reported 

transactions with respect to a unit will be accepted by the Office of the Interconnection only to 

the extent that the total of all bilateral sales from the reported unit (including Section 4.6(a) 

Bilaterals, Section 4.6(b) Bilaterals, and Locational UCAP bilaterals) do not exceed the unit’s 

cleared unforced capacity. 

 

(ii) For purposes of clarity, with respect to all Section 4.6(b) Bilateral 

transactions, the rights to the capacity shall pass to the buyer at the location of the unit(s) 

specified in the reported transaction.  In no event shall the purchase and sale of the rights to 

capacity pursuant to a Section 4.6(b) Bilateral constitute a transaction with PJMSettlement or the 

Office of the Interconnection or a transaction in any auction under this Attachment DD.   

 

(iii) With respect to a Section 4.6(b) Bilateral, the buyer of the cleared capacity 

shall be considered in the Delivery Year the party to a transaction with PJMSettlement as 

Coutnerparty for the cleared capacity at the Capacity Resource Clearing Price published for the 

applicable auction; provided, however, with respect to all Section 4.6(b) Bilateral transactions, 

such transactions do not effect a novation of the seller’s obligations to make RPM capacity 

available to PJM pursuant to the terms and conditions originally agreed to by the seller; provided 

further, however, the buyer shall indemnify PJMSettlement, the LLC, and the Members for any 

failure by a seller under a Section 4.6(b) Bilateral to meet any resulting obligations, including the 

obligation to pay deficiency penalties and charges owed to PJMSettlement, associated with the 

capacity.   

 

(iv) All payments and related charges associated with a Section 4.6(b) 

Bilateral shall be arranged between the parties to the contract and shall not be billed or settled by 

the Office of the Interconnection or PJMSettlement.  The Office of the Interconnection, 

PJMSettlement, and the Members will not assume financial responsibility for the failure of a 
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party to perform obligations owed to the other party under a Section 4.6(b) Bilateral capacity 

contract reported to the Office of the Interconnection under this Attachment DD.   

 

(v) All claims regarding a default of a buyer to a seller under a Section 4.6(b) 

Bilateral shall be resolved solely between the buyer and the seller.   

 

 (c) Locational UCAP Bilateral Transactions Between Capacity Sellers.  

 

(i) Market Participants may enter into Locational UCAP bilateral transactions  

which shall be reported to the Office of the Interconnection in accordance with this Attachment 

DD and the LLC’s rules related to its eRPM tools.   

 

(ii) For purposes of clarity, with respect to all Locational UCAP bilateral 

transactions, the rights to the Locational UCAP that are the subject of the Locational UCAP 

bilateral transaction shall pass to the buyer under the Locational UCAP bilateral contract subject 

to the provisions of Tariff, Attachment DD, section 5.3A.  In no event, shall the purchase and 

sale of Locational UCAP pursuant to a Locational UCAP bilateral transaction constitute a 

transaction with the Office of the Interconnection or PJMSettlement, or a transaction in any 

auction under this Attachment DD.   

 

(iii) A Locational UCAP Seller shall have the obligation to make the capacity 

available to PJM in the same manner as capacity that has cleared an auction under this 

Attachment DD and the Locational UCAP Seller shall have all obligations for charges and 

penalties associated with the capacity that is the subject of the Locational UCAP bilateral 

contract; provided, however, the buyer shall indemnify PJMSettlement, the LLC, and the 

Members for any failure by a seller to meet any resulting obligations, including the obligation to 

pay deficiency penalties and charges owed to PJMSettlement, associated with the capacity.  All 

claims regarding a default of a buyer to a seller under a Locational UCAP bilateral contract shall 

be resolved solely between the buyer and the seller.   

 

(iv) All payments and related charges for the Locational UCAP associated 

with a Locational UCAP bilateral contract shall be arranged between the parties to such bilateral 

contract and shall not be billed or settled by the Office of the Interconnection or PJMSettlement.  

The LLC, PJMSettlement, and the Members will not assume financial responsibility for the 

failure of a party to perform obligations owed to the other party under a Locational UCAP 

bilateral contract reported to the Office of the Interconnection under this Attachment DD.   

 

 (d) The bilateral transactions provided for in this section 4.6 shall be for the physical 

transfer of capacity to or from a Market Participant and shall be reported to and coordinated with 

the Office of the Interconnection in accordance with this Attachment DD and pursuant to the 

Office of the Interconnection’s rules relating to its eRPM tools.  Bilateral transactions that do not 

contemplate the physical transfer of capacity to and from a Market Participant are not subject to 

this Attachment DD and shall not be reported to and coordinated with the Office of the 

Interconnection. 
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 (e) Effective with the 2022/2023 Delivery Year, any bilateral transaction provided for 

in this section 4.6 for replacement capacity shall be given no effect in satisfying the buyer’s 

obligations under this Attachment DD to the extent that the resource that is the subject of the 

transaction is a Capacity Resource with State Subsidy for which the Capacity Market Seller has 

not elected to forego receipt of any State Subsidy for the relevant Delivery Year and does not 

qualify for one of the categorical exemptions described in Tariff, Attachment DD, sections 

5.14(h-1)(5) through 5.14(h-1)(8) and the purchased capacity is then used to replace capacity 

from a Capacity Resource that (1) is not a Capacity Resource with State Subsidy or (2) is a 

Capacity Resource with State Subsidy for which the Capacity Market Seller elected the 

competitive exemption pursuant Tariff, Attachment DD, section 5.14(h-1)(4) or reported that it 

will forego receipt of any State Subsidy for the relevant Delivery Year, all as in accordance with 

the PJM Manuals.  
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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 EFORd). 

 

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: 

 

(i) 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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(ii) 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 

 

(iii) 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: 

 

i) 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. 

 

ii) 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.  

 

iii) 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 New Generation Capacity Resources that 

are not Capacity Resources with State Subsidy 

 

(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.  This 

section only applies to new Generation Capacity Resources that do not receive or are not entitled 

to receive a State Subsidy, meaning that such resources are not Capacity Resources with State 

Subsidy.  To the extent a new Generation Capacity Resource is a Capacity Resource with State 

Subsidy, then the provisions in Tariff, Attachment DD, section 5.14(h-1) apply. 

 

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 
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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 Area 1 CONE Area 2 CONE Area 3 CONE Area 4 

CT $/MW-yr 132,200 130,300 128,990 130,300 

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 Peak-Hour Dispatch, for each such period that the resource is economic (using the test set 

forth in such definition), 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 either (i) or (ii), and (iii):  

 

i) 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 

 

ii)  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 
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offer based on that resource clears an RPM Auction for that or any subsequent Delivery 

Year;  

iii) 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. 

  

(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: 

    

i) 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. 

 

ii) 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, 
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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.   

 

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 
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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.  

 

 h-1) Minimum Offer Price Rule for Capacity Resources with State Subsidy 

 

(1)  General Rule.  Any Sell Offer based on either a New Entry Capacity 

Resource with State Subsidy or a Cleared Capacity Resource with a State Subsidy submitted in 

any RPM Auction shall have an offer price no lower than the applicable MOPR Floor Offer 

Price, unless the Capacity Market Seller qualifies for an exemption with respect to such Capacity 

Resource with a State Subsidy prior to the submission of such offer. 

 

(A) Effect of Exemption.  To the extent a Sell Offer in any RPM 

Auction is based on a Capacity Resource with State Subsidy that qualifies for any of the 

exemptions defined in Tariff, Attachment DD, sections 5.14(h-1)(4)-(8), the Sell Offer for such 

resource shall not be limited by the MOPR Floor Offer Price, unless otherwise specified.   

 

(B) Effect of Exception. To the extent a Sell Offer in any RPM 

Auction for any Delivery Year is based on a Capacity Resource with State Subsidy for which the 

Capacity Market Seller obtains, prior to the submission of such offer, a resource-specific 

exception, such offer may include an offer price below the default MOPR Floor Offer Price 

applicable to such resource type, but no lower than the resource-specific MOPR Floor Offer 

Price determined in such exception process.   

 

(C) Process for Establishing a Capacity Resource with a State Subsidy.  

 

(i) By no later than one hundred and twenty (120) days prior 

to the commencement of the offer period of any RPM Auction conducted for the 2022/2023 

Delivery Year and all subsequent Delivery Years, each Capacity Market Seller must certify to 

the Office of Interconnection, in accordance with the PJM Manuals, whether or not each 

Capacity Resource (other than Demand Resource and Energy Efficiency Resource) that the 

Capacity Market Seller intends to offer into the RPM Auction qualifies as a Capacity Resource 

with a State Subsidy (including by way of Jointly Owned Cross-Subsidized Capacity Resource) 

and identify (with specificity) any State Subsidy.  Capacity Market Sellers that intend to offer a 

Demand Resource or an Energy Efficiency Resource into the RPM Auction shall certify to the 

Office of Interconnection, in accordance with the PJM Manuals, whether or not such Demand 

Resource or Energy Efficiency Resource qualifies as a Capacity Resource with a State Subsidy 

no later than thirty (30) days prior to the commencement of the offer period of any RPM Auction 
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conducted for the 2022/2023 Delivery Year and all subsequent Delivery Years. All Capacity 

Market Sellers shall be responsible for each certification irrespective of any guidance developed 

by the Office of the Interconnection and the Market Monitoring Unit.  A Capacity Resource shall 

be deemed a Capacity Resource with State Subsidy if the Capacity Market Seller fails to timely 

certify whether or not a Capacity Resource is entitled to a State Subsidy unless the Capacity 

Market Seller receives a waiver from the Commission.  Notwithstanding, if a Capacity Market 

Seller submits a timely resource-specific exception pursuant to Tariff, Attachment DD, section 

5.14(h-1)(3) for the relevant Delivery Year, and PJM approves the resource-specific MOPR 

Floor Offer Price, then the Capacity Market Seller may use such floor price regardless of 

whether it timely certified whether or not the resource is a Capacity Resource with State Subsidy.   

 

(ii) The requirements in subsection (i) above do not apply to 

Capacity Resources for which the Market Seller designated whether or not it is subject to a State 

Subsidy and the associated subsidies to which the Capacity Resource is entitled in a prior 

Delivery Year, unless there has been a change in the set of those State Subsidy(ies), or for those 

which are eligible for the Demand Resource or Energy Efficiency exemption, Capacity Storage 

Resource exemption, Self-Supply Entity exemption, or the Renewable Portfolio Standard 

exemption.   

 

(iii) Once a Capacity Market Seller has certified a Capacity 

Resource as a Capacity Resource with a State Subsidy, the status of such Capacity Resource will 

remain unchanged unless and until the Capacity Market Seller (or a subsequent Capacity Market 

Seller) that owns or controls such Capacity Resource provides a certification of a change in such 

status, the Office of the Interconnection removes such status, or by FERC order.  All Capacity 

Market Sellers shall have an ongoing obligation to certify to the Office of Interconnection and 

the Market Monitoring Unit a Capacity Resource’s material change in status as a Capacity 

Resource with State Subsidy within 30 days of such material change, unless such material 

change occurs within 30 days of the commencement of the offer period of any RPM Auction for 

the 2022/2023 Delivery Year and all subsequent Delivery Years, in which case the Market Seller 

must notify PJM no later than 5 days prior to the commencement of the offer period of any RPM 

Auction for the 2022/2023 Delivery Year and all subsequent Delivery Years. Nothing in this 

provision shall supersede the requirement for all Capacity Market Sellers to certify to the Office 

of Interconnection whether its resource meets the criteria of a Capacity Resource with State 

Subsidy pursuant to Tariff, Attachment DD, section 5.14(h-1)(1)(C)(i).  

 

(2) Minimum Offer Price Rule.  Any Sell Offer for a New Entry Capacity 

Resource with State Subsidy or a Cleared Capacity Resource with State Subsidy that does not 

qualify for any of the exemptions, as defined in Tariff, Attachment DD, sections 5.14(h-1)(4)-

(8), shall have an offer price no lower than the applicable MOPR Floor Offer Price, unless the 

applicable MOPR Floor Offer Price is higher than the applicable Market Seller Offer Cap, in 

which circumstance the Capacity Resource with State Subsidy must seek a resource-specific 

value determined in accordance with the resource-specific MOPR Floor Offer Price process to 

participate in an RPM Auction.  In the event the resource-specific MOPR Floor Offer Price is 

greater than the applicable Market Seller Offer Cap, the Capacity Market Seller of such Capacity 

Resource may only submit an offer for such resource equal to the resource-specific MOPR Floor 

Offer Price into the relevant RPM Auction notwithstanding the provisions in Tariff, Attachment 

DD, section 6.4(a) or Tariff, Attachment DD, section 6.5(a). 
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(A) New Entry MOPR Floor Offer Price. For a New Entry Capacity 

Resource with State Subsidy the applicable MOPR Floor Offer Price, based on the net cost of 

new entry for each resource type, shall be, at the election of the Capacity Market Seller, (i) the 

resource-specific value determined in accordance with the resource-specific MOPR Floor Offer 

Price process in Tariff, Attachment DD, section 5.14(h-1)(3) below or (ii) if applicable, the 

default New Entry MOPR Floor Offer Price for the applicable resource based on the gross cost 

of new entry values shown in the table below, as adjusted for Delivery Years subsequent to the 

2022/2023 Delivery Year, net of estimated net energy and ancillary service revenues for the 

resource type and Zone in which the resource is located. 

 

Resource Type Gross Cost of New Entry 

(2022/2023 $/ MW-day) 

(Nameplate) 

Nuclear $2,000 

Coal $1,068 

Combined Cycle $320 

Combustion Turbine $294 

Fixed Solar PV $271 

Tracking Solar PV $290 

Onshore Wind $420 

Offshore Wind $1,155 

Battery Energy Storage $532 

Diesel Backed Demand 

Resource 

$254 

 

 

The gross cost of new entry values in the table above are expressed in dollars per MW-day in 

terms of nameplate megawatts.  For purposes of submitting a Sell Offer, the gross cost of new 

entry values must be converted to a net  cost of new entry by subtracting the estimated net energy 

and ancillary service revenues, as determined below, from the gross cost of new entry.  However, 

the resultant net cost of new entry of the battery energy storage resource type in the table above 

must be multiplied by 2.5.  The net cost of new entry based on nameplate capacity is then  

converted to Unforced Capacity (“UCAP”) MW-day.  To determine the applicable UCAP MW-

day value, the net cost of new entry is adjusted as follows:  for thermal generation resource types 

and battery energy storage resource types, the applicable class average EFORd; for wind and 

solar generation resource types, the applicable class average capacity value factor; or for 

Demand Resources and Energy Efficiency Resources, the Forecast Pool Requirement, as 

applicable to the relevant RPM Auction.  The resulting default New Entry MOPR Floor Offer 

price in UCAP/MW-day terms shall be applied to each MW offered for the Capacity Resource 

regardless of the actual Sell Offer quantity and regardless of whether the Sell Offer is for a 

Seasonal Capacity Performance Resource. 

  

The default New Entry MOPR Floor Offer Price for load-backed Demand Resources (i.e., the 

MW portion of Demand Resources that is not supported by generation) shall be separately 

determined for each Locational Deliverability Area as the MW-weighted average offer price of 
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load-backed Demand Resources from the most recent three Base Residual Auctions, where the 

MW weighting shall be determined based on the portion of each Sell Offer for a load-backed 

portion of the Demand Resource that is supported by end-use customer locations on the 

registrations used in the pre-registration process for such Base Residual Auctions, as described in 

the PJM Manuals.   

 

For generation-backed Demand Resources that are not powered by diesel generators, the default 

New Entry MOPR Floor Offer Price shall be the default New Entry MOPR Floor Offer Price 

applicable to their technology type.  Generation-backed Demand Resources using a technology 

type for which there is no default MOPR Floor Offer Price provided in accordance with this 

section must seek a resource-specific value determined in accordance with the resource-specific 

MOPR Floor Offer Price process in Tariff, Attachment DD, section 5.14(h-1)(3) below to 

participate in an RPM Auction. 

 

The default New Entry MOPR Floor Offer Price for Energy Efficiency Resources shall be 

$64/ICAP MW-Day (Net Cost of New Entry). 

 

Commencing with the Base Residual Auction for the 2023/2024 Delivery Year, the Office of the 

Interconnection shall adjust the default gross costs of new entry in the table above and for load-

backed Demand Resources, and post the preliminary estimates of the adjusted applicable default 

New Entry MOPR Floor Offer Prices on its website, by no later than one hundred fifty (150) 

days prior to the commencement of the offer period for each Base Residual Auction.  To 

determine the adjusted applicable default New Entry MOPR Floor Offer Prices for all resource 

types except for load-backed Demand Resources and Energy Efficiency Resources, the Office of 

the Interconnection shall adjust the gross costs of new entry utilizing, for combustion turbine and 

combined cycle resource types, the same Applicable BLS Composite Index applied for such 

Delivery Year to adjust the CONE value used to determine the Variable Resource Requirement 

Curve, in accordance with Tariff, Attachment DD, section 5.10(a)(iv), and for all other resource 

types, the “BLS Producer Price Index Turbines and Turbine Generator Sets” component of the 

Applicable BLS Composite Index used to determine the Variable Resource Requirement Curve 

shall be replaced with the “BLS Producer Price Index Final Demand, Goods Less Food & 

Energy, Private Capital Equipment” when adjusting the gross costs of new entry.  The resultant 

value shall then be then adjusted further by a factor of 1.022 for nuclear, coal, combustion 

turbine, combine cycle, and generation-backed Demand Resource types or 1.01 for solar, wind, 

and storage resource types to reflect the annual decline in bonus depreciation scheduled under 

federal corporate tax law.  Updated estimates of the net energy and ancillary service revenues for 

each default resource type and applicable Zone, which shall include, but are not limited to, 

consideration of Fuel Costs, Maintenance Adders and Operating Costs, as applicable, pursuant to 

Operating Agreement, Schedule 2 shall then be subtracted from the adjusted gross costs of new 

entry to determine the adjusted New Entry MOPR Floor Offer Price.  The net energy and 

ancillary services revenue is equal to the average of the annual net revenues of the three most 

recent calendar years preceding the Base Residual Auction, where such annual net revenues shall 

be determined in accordance with the following and the PJM Manuals:   

(i) for nuclear resource type, the net energy and ancillary services revenue 

estimate shall be determined by the gross energy market revenue determined by the product of 

[average annual zonal day-ahead LMP times 8,760 hours times the annual average equivalent 

availability factor of all PJM nuclear resources] minus the total annual cost to produce energy 
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determined by the product of [8,760 hours times the annual average equivalent availability factor 

of all PJM nuclear resources times $9.02/MWh for a single unit plant or $7.66/MWh for a multi-

unit plant] where these hourly cost rates include fuel costs and variable operation and 

maintenance expenses, inclusive of Maintenance Adder costs, plus an ancillary services revenue 

of $3,350/MW-year;  

(ii) for coal resource type, the net energy and ancillary services revenue 

estimate shall be determined by a simulated dispatch of a 650 MW coal unit (with heat rate of 

8,638 BTU/kWh and variable operations and maintenance variable operation and maintenance 

expenses, inclusive of Maintenance Adder costs, of $9.50/MWh) using applicable coal prices, as 

set forth in the PJM Manuals, and an ancillary services revenue of $3,350/MW-year. The unit is 

committed day-ahead in profitable blocks of at least eight hours, and then committed in real-time 

for profitable hours if not already committed day ahead;  

(iii) for combustion turbine resource type, the net energy and ancillary services 

revenue estimate shall be determined in a manner consistent with the methodology described in 

Tariff, Attachment DD, section 5.10(a)(v)(B) for the Reference Resource combustion turbine.   

(iv) for combined cycle resource type, the net energy and ancillary services 

revenue estimate shall be determined  in the same manner as that prescribed for a combustion 

turbine resource type, except that the heat rate assumed for the combined cycle resource shall be 

6,553 BTU/kwh, the variable operations and maintenance expenses for such resource, inclusive 

of Maintenance Adder costs, shall be $2.11/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 Peak-Hour Dispatch, 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 

services revenue shall be $3,350/MW-year.  

(v) for solar PV resource type, the net energy and ancillary services revenue 

estimate shall be determined using a solar resource model that provides the average MW output 

level, expressed as a percentage of nameplate rating, by hour of day (for each of the 24-hours of 

a day) and by calendar month (for each of the twelve months of a year). The annual net energy 

market revenues are determined by multiplying the solar output level of each hour by the real-

time zonal LMP applicable to such hour with this product summed across all of the hours of an 

annual period, plus an ancillary services revenue of $3,350/MW-year.  Two separate solar 

resource models are used, one model for a fixed panel resource and a second model for a 

tracking panel resource;  

(vi) for onshore wind resource type, the net energy and ancillary services 

revenue estimate shall be determined using a wind resource model that provides the average MW 

output level, expressed as a percentage of nameplate rating, by hour of day (for each of the 24-

hours of a day) and by calendar month (for each of the twelve months of a year). The annual 

energy market revenues are determined by multiplying the wind output level of each hour by the 

real-time zonal LMP applicable to such hour with this product summed across all of the hours of 

an annual period, plus an ancillary services revenue of $3,350/MW-year; 

(vii) for offshore wind resource type, the net energy and ancillary services 

revenue estimate shall be the product of [the average annual zonal real-time LMP times 8,760 

hours times an assumed annual capacity factor of 45%], plus an ancillary services revenue of 

$3,350/MW-year;   

(viii) for Capacity Storage Resource, the net energy and ancillary services 

revenue estimate shall be estimated by a simulated dispatch against historical real-time zonal 
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LMPs where the resource is assumed to be dispatched for the four hours of highest LMP of a 

daily twenty-four hour period if the average LMP of these four hours exceeds 120% of the 

average LMP of the four lowest LMP hours of the same twenty-four hour period.  The net energy 

market revenues will be determined by the product of [hourly output of 1 MW times the hourly 

LMP for each hour of assumed discharging] minus the product of [hourly consumption of 1.2 

MW times the hourly LMP for each hour of assumed charging] with this net value summed 

across all of the hours of an annual period, plus an ancillary services revenue of $3,350/MW-

year.  An 83.3% efficiency of the battery energy storage resource is reflected by assuming each 

1.0 MW of discharge requires 1.2 MW of charge; and 

(ix) for generation-backed Demand Resource, the net energy and ancillary 

services revenue estimate shall be zero dollars.   

 

Beginning with the Delivery Year that commences June 1, 2022, and continuing no later than for 

every fourth Delivery Year thereafter, the Office of the Interconnection shall review the default 

gross cost of new entry values.  Such review may include, without limitation, analyses of the 

fixed development, construction, operation, and maintenance costs for such resource types.  

Based on the results of such review, PJM shall propose either to modify or retain the default 

gross cost of new entry values stated in the table above and the default New Entry MOPR Floor 

Offer Price for Energy Efficiency Resources.  The Office of the Interconnection shall post 

publicly and solicit stakeholder comment regarding the proposal.  If, as a result of this process, 

changes to the default gross cost of new entry values or the default New Entry MOPR Floor 

Offer Price for Energy Efficiency are proposed, the Office of the Interconnection shall file such 

proposed modifications with the FERC by October 1, prior to the conduct of the Base Residual 

Auction for the first Delivery Year in which the new values would be applied.   

 

New Entry Capacity Resource with State Subsidy for which there is no default MOPR Floor 

Offer Price provided in accordance with this section, including hybrid resources, must seek a 

resource-specific value determined in accordance with the resource-specific MOPR Floor Offer 

Price process below to participate in an RPM Auction.  Failure to obtain a resource-specific 

MOPR Floor Offer Price will result in the Office of the Interconnection rejecting any Sell Offer 

based on such resource for the relevant RPM Auction. 

 

(B) Cleared MOPR Floor Offer Prices.  For a Cleared Capacity 

Resource with State Subsidy, the applicable Cleared MOPR Floor Offer Price shall be, at the 

election of the Capacity Market Seller, (i) based on the resource-specific MOPR Floor Offer 

Price , as determined in accordance with Tariff, Attachment DD, section 5.14(h-1)(3) below, or 

(ii) if available, the default Avoidable Cost Rate for the applicable resource type shown in the 

table below, as adjusted for Delivery Years subsequent for the 2022/2023 Delivery Year to 

reflect changes in avoidable costs, net of projected PJM market revenues equal to the resource’s 

historical net energy and ancillary service revenues consistent with Tariff, Attachment DD, 

section 6.8(d). 

 

Existing Resource 

Type 
Default Gross ACR 

(2022/2023  
($/MW-day) 

(Nameplate) 
Nuclear - single $697 
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Nuclear - dual $445 

Coal $80 

Combined Cycle $56 

Combustion Turbine $50 

Solar PV 

(fixed and tracking) 
$40 

Wind Onshore $83 

Diesel-backed Demand 

Response 
$3 

Load-backed Demand 

Response 
$0 

Energy Efficiency $0 

 

The default gross Avoidable Cost Rate values in the table above are expressed in dollars per 

MW-day in terms of nameplate megawatts.  For purposes of submitting a Sell Offer, the default 

Avoidable Cost Rate values must be net of estimated net energy and ancillary service revenues, 

and then the difference is ultimately converted to Unforced Capacity (“UCAP”) MW-day, where 

the UCAP MW-day value will be determined based on the resource-specific EFORd for thermal 

generation resource types and battery energy storage resource types, resource-specific capacity 

value factor for solar and wind generation resource types (based on the ratio of Capacity 

Interconnection Rights to nameplate capacity, appropriately time-weighted for any winter 

Capacity Interconnection Rights), or the Forecast Pool Requirement for Demand Resources and 

Energy Efficiency Resources, as applicable to the relevant RPM Auction.  The resulting default 

Cleared MOPR Floor Offer price in UCAP/MW-day terms shall be applied to each MW offered 

for the Capacity Resource regardless of actual Sell Offer quantity and regardless of whether the 

Sell Offer is for a Seasonal Capacity Performance Resource. 

 

Commencing with the Base Residual Auction for the 2023/2024 Delivery Year, the Office of the 

Interconnection shall adjust the default Avoidable Cost Rates in the table above, and post the 

adjusted values on its website, by no later than one hundred fifty (150) days prior to the 

commencement of the offer period for each Base Residual Auction.  To determine the adjusted 

Avoidable Cost Rates, the Office of the Interconnection shall utilize the 10-year average Handy-

Whitman Index in order to adjust the Gross ACR values to account for expected inflation. 

Updated estimates of the net energy and ancillary service revenues shall be determined on a 

resource-specific basis in accordance with Tariff, Attachment DD, section 6.8(d) and the PJM 

Manuals. 

 

Beginning with the Delivery Year that commences June 1, 2022, and continuing no later than for 

every fourth Delivery Year thereafter, the Office of the Interconnection shall review the default 

Avoidable Cost Rates for Capacity Resources with State Subsidies that have cleared in an RPM 

Auction for any prior Delivery Year.  Such review may include, without limitation, analyses of 

the avoidable costs of such resource types.  Based on the results of such review, PJM shall 

propose either to modify or retain the default Avoidable Cost Rate values stated in the table 

above.  The Office of the Interconnection shall post publicly and solicit stakeholder comment 

regarding the proposal.  If, as a result of this process, changes to the default Avoidable Cost Rate 

values are proposed, the Office of the Interconnection shall file such proposed modifications 
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with the FERC by October 1, prior to the conduct of the Base Residual Auction for the first 

Delivery Year in which the new values would be applied.   

 

For generation-backed Demand Resources that are not powered by diesel generators, the default 

Cleared MOPR Floor Offer Price shall be the default Cleared MOPR Floor Offer Price 

applicable to their technology type.  Generation-backed Demand Resources using a technology 

type for which there is no default MOPR Floor Offer Price provided in accordance with this 

section must seek a resource-specific value determined in accordance with the resource-specific 

MOPR Floor Offer Price process in Tariff, Attachment DD, section 5.14(h-1)(3) below to 

participate in an RPM Auction. 

 

Cleared Capacity Resources with State Subsidy for which there is no default MOPR Floor Offer 

Price provided in accordance with this section, including hybrid resources, must seek a resource-

specific value determined in accordance with the resource-specific MOPR Floor Offer Price 

process below to participate in an RPM Auction.  Failure to obtain a resource-specific MOPR 

Floor Offer Price will result in the Office of the Interconnection rejecting any Sell Offer based on 

such resource. 

 

(3) Resource-Specific Exception.  A Capacity Market Seller intending to 

submit a Sell Offer in any RPM Auction for a New Entry Capacity Resource with State Subsidy 

or a Cleared Capacity Resource with State Subsidy below the applicable default MOPR Floor 

Offer Price may, at its election, submit a request for a resource-specific exception for such 

Capacity Resource.  A Sell Offer below the default MOPR Floor Offer Price, but no lower than 

the resource-specific MOPR Floor Offer Price, shall be permitted if the Capacity Market Seller 

obtains approval from the Office of the Interconnection or the Commission, prior to the RPM 

Auction in which it seeks to submit the Sell Offer. The resource-specific MOPR Floor Offer 

Price determined under this provision shall be based on the resource-specific EFORd for thermal 

generation resource types and battery energy storage resource types, resource-specific capacity 

value factor for solar and wind generation resource types (based on the ratio of Capacity 

Interconnection Rights to nameplate capacity, appropriately time-weighted for any winter 

Capacity Interconnection Rights), or the Forecast Pool Requirement for Demand Resources and 

Energy Efficiency Resources, as applicable to the relevant RPM Auction and shall be applied to 

each MW offered by the resource regardless of actual Sell Offer quantity and regardless of 

whether the Sell Offer is for a Seasonal Capacity Performance Resource.  Such Sell Offer is 

permissible because it is consistent with the competitive, cost-based, fixed, net cost were the 

resource to rely solely on revenues exclusive of any State Subsidy.  All supporting data must be 

provided for all requests.  The following requirements shall apply to requests for such 

determinations: 

   

(A) The Capacity Market Seller shall submit a written request with all 

of the required documentation as described below and in the PJM Manuals.  For such purpose, 

the Capacity Market Seller shall submit the resource-specific exception request to the Office of 

the Interconnection and the Market Monitoring Unit 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.  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 default Minimum Floor 
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Offer Prices, determined pursuant to Tariff, Attachment DD, sections 5.14(h-1)(2)(A) and (B).  If 

the final applicable default Minimum Floor Offer Price 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. 

 

(B) For a resource-specific exception for a New Entry Capacity 

Resource with State Subsidy, 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 Capacity Resource, as well as estimates of offsetting net 

revenues.   

 

The financial modeling assumptions for calculating Cost of New Entry for Generation Capacity 

Resources and generation-backed Demand Resources shall be: (i) nominal levelization of gross 

costs, (ii) asset life of twenty years, (iii) no residual value, (iv) all project costs included with no 

sunk costs excluded, (v) use first year revenues (which may include revenues from the sale of 

renewable energy credits for purposes other than state-mandated or state-sponsored programs), 

and (vi) weighted average cost of capital based on the actual cost of capital for the entity 

proposing to build the Capacity Resource.  Notwithstanding the foregoing, a Capacity Market 

Seller that seeks to utilize an asset life other than twenty years (but no greater than 35 years) 

shall provide evidence to support the use of a different asset life, including but not limited to, the 

asset life term for such resource as utilized in the Capacity Market Seller’s financial accounting 

(e.g., independently audited financial statements), or project financing documents for the 

resource or evidence of actual costs or financing assumptions of recent comparable projects to 

the extent the seller has not executed project financing for the resource (e.g., independent project 

engineer opinion or manufacturer’s performance guarantee), or opinions of third-party experts 

regarding the reasonableness of the financing assumptions used for the project itself or in 

comparable projects.  Capacity Market Sellers may also rely on evidence presented in federal 

filings, such as its FERC Form No. 1 or an SEC Form 10-K, to demonstrate an asset life other 

than 20 years of similar asset projects. 

 

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.  In addition to the certification, signed by an officer of the 

Capacity Market Seller, the request must include a certification 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 a resource-specific exception hereunder.  The request also shall 

identify all revenue sources (exclusive of any State Subsidies) 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 
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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.  Any evaluation of net revenues should be consistent 

with Operating Agreement, Schedule 2, including, but not limited to, consideration of Fuel 

Costs, Maintenance Adders and Operating Costs, as applicable.   

 

The default assumptions for calculating resource-specific Cost of New Entry for Energy 

Efficiency Resources shall be based on, as supported by documentation provided by the Capacity 

Market Seller: the nominal-levelized annual cost to implement the Energy Efficiency program or 

to install the Energy Efficiency measure reflective of the useful life of the implemented Energy 

Efficiency equipment, and the offsetting savings associated with avoided wholesale energy costs 

and other claimed savings provided by implementing the Energy Efficiency program or installing 

the Energy Efficiency measure. 

 

The default assumptions for calculating resource-specific Cost of New Entry for load-backed 

Demand Resources shall be based on, as supported by documentation provided by the Capacity 

Market Seller, program costs required for the resource to meet the capacity obligations of a 

Demand Resource, including all fixed operating and maintenance cost and weighted average cost 

of capital based on the actual cost of capital for the entity proposing to develop the Demand 

Resource. 

 

For generation-backed Demand Resources, the determination of a resource-specific MOPR Floor 

Offer Price shall consider all costs associated with the generation unit supporting the Demand 

Resource, and demand charge management benefits at the retail level (as supported by 

documentation at the end-use customer level) may also be considered as an additional offset to 

such costs.  Supporting documentation (at the end-use customer level) may include, but is not 

limited to, historic end-use customer bills and associated analysis that identifies the annual retail 

avoided cost from the operation of such generation unit.   

 

(C) For a Resource-Specific Exception for a Cleared Capacity 

Resource with State Subsidy that is a generation resource, the Capacity Market Seller shall 

submit a Sell Offer consistent with the unit-specific Market Seller Offer Cap process pursuant to 

Tariff, Attachment DD, section 6.8; except that the 10% uncertainty adder may not be included 

in the “Adjustment Factor.”  In addition and notwithstanding the requirements of Tariff, 

Attachment DD, section 6.8, the Capacity Market Seller may, at its election, include in its 

request for an exception under this subsection documentation to support projected energy and 

ancillary services markets revenues.  Such a request shall identify all revenue sources (exclusive 

of any State Subsidies) 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 
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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.  Any evaluation 

of revenues should include, but would not be not limited to, consideration of Fuel Costs, 

Maintenance Adders and Operating Costs, as applicable, pursuant to Operating Agreement, 

Schedule 2. 

 

The resource-specific MOPR Floor Offer Price for a Cleared Capacity Resource with State 

Subsidy that is a generation-backed Demand Resource will be determined based on all costs 

associated with the generation unit supporting the Demand Resource, and demand charge 

management benefits at the retail level (as supported by documentation at the end-use customer 

level) may also be considered as an additional offset to such costs.  Supporting documentation (at 

the end-use customer level) may include but is not limited to, historic end-use customer bills and 

associated analysis that identifies the annual retail avoided cost from the operation of such 

generation unit. 

 

(D) A Sell Offer evaluated at the resource-specific exception 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 default MOPR Floor Offer Price, based on 

competitive cost advantages relative to the costs estimated by the default MOPR Floor Offer 

Price, 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 those estimated by the default MOPR Floor Offer 

Price.  Capacity Market Sellers shall 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 a resource-specific exception by the Office of the Interconnection. 

 

(E)  The Capacity Market Seller must submit a sworn, notarized 

certification of a duly authorized officer, certifying that the officer has personal knowledge of the 

resource-specific exception request and that to the best of his/her knowledge and belief: (1) the 

information supplied to the Market Monitoring Unit and the Office of Interconnection to support 

its request for an exception is true and correct; (2) the Capacity Market Seller has disclosed all 

material facts relevant to the request for the exception; and (3) the request satisfies the criteria for 

the exception.  

 

  (F) The Market Monitoring Unit shall review, in an open and 

transparent manner with the Capacity Market Seller and the Office of the Interconnection, the 
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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, in an open and transparent manner, 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.  After the Office of the 

Interconnection determines with the advice and input of Market Monitor, the acceptable 

minimum Sell Offer, 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, and in making such determination, the Capacity Market Seller may 

consider the applicable default MOPR Floor Offer Price and may select such default value if it is 

lower than the resource-specific determination.  A Capacity Market Seller that is dissatisfied 

with any determination hereunder may seek any remedies available to it from FERC; provided, 

however, that the Office of the Interconnection will proceed with administration of the Tariff and 

market rules based on the lower of the applicable default MOPR Floor Offer Price and the 

resource-specific determination unless and until ordered to do otherwise by FERC.   

 

(4) Competitive Exemption.   

 

(A)  A Capacity Resource with State Subsidy may be exempt from the 

Minimum Offer Price Rule under this subsection 5.14(h-1) in any RPM Auction if the Capacity 

Market Seller certifies to the Office of Interconnection, in accordance with the PJM Manuals, 

that the Capacity Market Seller of such Capacity Resource elects to forego receiving any State 

Subsidy for the applicable Delivery Year no later than thirty (30) days prior to the 

commencement of the offer period for the relevant RPM Auction. Notwithstanding the foregoing, 

the competitive exemption is not available to Capacity Resources with State Subsidy that (A) are 

owned or offered by Self-Supply Entities unless the Self-Supply Entity certifies, subject to PJM 

and Market Monitor review, that the Capacity Resource will not accept a State Subsidy, 

including any financial benefit that is the result of being owned by a regulated utility, such that 

retail ratepayers are held harmless, (B) are no longer entitled to receive a State Subsidy but are 

still considered a Capacity Resource with State Subsidy solely because they have not cleared an 

RPM Auction since last receiving a State Subsidy, or (C) are Jointly Owned Cross-Subsidized 

Capacity Resources or is the subject of a bilateral transaction (including but not limited to those 

reported pursuant to Tariff, Attachment DD, section 4.6) and not all Capacity Market Sellers of 

the supporting facility unanimously elect the competitive exemption and certify that no State 

Subsidy will be received associated with supporting the resource (unless the underlying Capacity 

Resource that is the subject of a bilateral transaction has not received, is not receiving, and is not 

entitled to receive any State Subsidy except those that are assigned (i.e., renewable energy 

credits) to the off-takers of a bilateral transaction and the Capacity Market Seller of such 

Capacity Resource can demonstrate and certify that the Capacity Market Seller’s rights and 

obligations of its share of the capacity, energy, and assignable State Subsidy associated with the 

underlying Capacity Resource are in pro rata shares).  A new Generation Capacity Resource that 
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is a Capacity Resource with State Subsidy may elect the competitive exemption; however, in 

such instance, the applicable MOPR Floor Offer Price will be determined in accordance with the 

minimum offer price rules for certain new Generation Capacity Resources as provided in Tariff, 

Attachment DD, section 5.14(h), which apply the minimum offer price rule to the new 

Generation Capacity Resources  located in an LDA where a separate VRR Curve is established 

as provided in Tariff, Attachment DD, section 5.14(h)(4). 

 

(B) (i) The Capacity Market Seller shall not receive a State 

Subsidy for any part of the relevant Delivery Year in which it elects a competitive exemption or 

certifies that it is not a Capacity Resource with State Subsidy.  In furtherance of this prohibition, 

if a Capacity Resource that (1) is a New Entry Capacity Resource with State Subsidy that elects 

the competitive exemption in subsection (4)(A) above and clears an RPM Auction for a given 

Delivery Year, but prior to the end of the asset life that PJM used to set the applicable default 

New Entry MOPR Floor Price in the RPM Auction that the New Entry Capacity Resource with 

State Subsidy first cleared, elects to accept a State Subsidy or (2) is not a Capacity Resource with 

State Subsidy at the time of the RPM Auction for the Delivery Year for which it first cleared an 

RPM Auction but prior to the end of the asset life that PJM used to set the applicable default 

New Entry MOPR Floor Price in the RPM Auction that the Capacity Resource first cleared, 

receives a State Subsidy, or (3) in the case of Demand Resource, is an end-use customer location 

MW that receives a State Subsidy and is included in a Demand Resource Registration pursuant 

to RAA, Schedule 6 to satisfy a Demand Resource commitment that was not designated as a 

Capacity Resource with State Subsidy at the time it cleared the relevant RPM Auction, then the 

Capacity Market Seller of that Capacity Resource or end-use customer location MW shall not 

receive RPM revenues for such resource or end-use customer location MW for any part of that 

Delivery Year and may not participate in any RPM Auction with such resource or end-use 

customer location MW, or be eligible to use such resource or end-use customer location MW as 

replacement capacity starting June 1 of the Delivery Year after the Capacity Market Seller or 

end-use customer location MW first receives the State Subsidy and continuing for the remainder 

of the asset life that PJM used to set the applicable default New Entry MOPR Floor Price in the 

RPM Auction that the Capacity Resource first cleared (20 years, except for battery energy 

storage, for which such participation restriction shall apply for a period of 15 years).  A Jointly 

Owned Cross-Subsidized Capacity Resource that meets the requirements of either of the two 

preceding subsections (B)(i)(1) or (2), shall not receive RPM revenues for any part of that 

Delivery Year and may not participate in any RPM Auction or be eligible to be used as 

replacement capacity starting June 1 of the Delivery Year and continuing for the number of years 

specified above, after any joint Capacity Market Seller of the underlying facility first receives the 

State Subsidy.  A Capacity Resource with State Subsidy that is the subject of a bilateral 

transaction that meets the requirements of either of the two preceding subsections (B)(i)(1) or (2) 

shall not receive RPM revenues for any part of that Delivery Year and may not participate in any 

RPM Auction or be eligible to be used as replacement capacity starting June 1 of the Delivery 

Year and continuing for the number of years specified above if any owner or Capacity Market 

Seller of the facility receives a State Subsidy.  The Capacity Market Seller(s) of any such 

Capacity Resource or Jointly Owned Cross-Subsidized Capacity Resource shall also return to the 

Office of the Interconnection any revenues paid to such Capacity Resource associated with their 

capacity commitment for such Delivery Year and shall retain their RPM commitment and 

associated obligations for such Delivery Year and for any future Delivery Years in which the 

resource has already secured a capacity commitment, including any Non-Performance Charges 
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relating to the capacity and remain eligible to collect Performance Payments under this Tariff, 

Attachment DD, section 10A for the relevant Delivery Year and any subsequent Delivery Years 

for which it already received an RPM commitment.  Notwithstanding the foregoing, Capacity 

Resources that lose their eligibility to participate in RPM pursuant to this section remain eligible 

for commitment in an FRR Capacity Plan.  

 

(ii) If any Capacity Resource that has previously cleared an 

RPM Auction (1) is a Cleared Capacity Resource with State Subsidy that claims the competitive 

exemption pursuant to subsection (4)(A) above in an RPM Auction and clears such RPM 

Auction or (2) was not a Capacity Resource with State Subsidy at the time it cleared an RPM 

Auction for a given Delivery Year but later becomes entitled to receive a State Subsidy for that 

Delivery Year, and the Capacity Market Seller subsequently elects to accept a State Subsidy for 

any part of that Delivery Year, or (3) in the case of Demand Resource, is an end-use customer 

location that receives a State Subsidy and is included in a Demand Resource Registration 

pursuant to RAA, Schedule 6 to satisfy a Demand Resource commitment that was not designated 

as a Capacity Resource with State Subsidy at the time it cleared the relevant RPM Auction, then 

the Capacity Market Seller of that Capacity Resource or end-use customer location may not 

receive RPM revenues for such resource or end-use customer location for any part of that 

Delivery Year, unless it can demonstrate that it would have cleared in the relevant RPM Auction 

under an offer consistent with the resource-specific exception process outlined above in 

subsection 5.14(h-1)(3).  All Capacity Market Sellers of a Jointly Owned Cross-Subsidized 

Capacity Resource that meets the requirements of either of the two preceding subsections 

(B)(ii)(1) or (2) may not receive RPM revenues for any part of that Delivery Year if any joint 

Capacity Market Seller of the underlying facility accepts a subsidy for that Delivery Year, unless 

the Capacity Market Seller can demonstrate that the facility would have cleared in the relevant 

RPM Auction under an offer consistent with the resource-specific exception process outlined 

above in subsection 5.14(h-1)(3).  A Capacity Resource with State Subsidy that is the subject of 

a bilateral transaction may not receive RPM revenues for any part of that Delivery Year if any 

owner or Capacity Market Seller of the underlying facility receives a State Subsidy for that 

Delivery Year, unless the Capacity Market Seller can demonstrate that the facility would have 

cleared in the relevant RPM Auction under an offer consistent with the resource-specific 

exception process outlined above in subsection 5.14(h-1)(3), if any owner or Capacity Market 

Seller of the facility receives a State Subsidy.  The Capacity Market Seller(s) of any such 

Capacity Resources or Jointly Owned Cross-Subsidized Capacity Resource shall return to the 

Office of the Interconnection any revenues paid to such Capacity Resource associated with their 

capacity commitment for such Delivery Year and shall retain their RPM commitment and 

associated obligations for the relevant Delivery Year and remain eligible to collect Performance 

Payments or to pay Non-Performance Charges, as applicable, pursuant to Tariff, Attachment DD, 

section 10A.   

 

(iii) Any revenues returned to the Office of the Interconnection 

pursuant to the preceding subsections (i) and (ii) shall be allocated across all load in the RTO 

that has not selected the FRR Alternative.  Such revenues shall be distributed on a pro-rata basis 

to such LSEs that were charged a Locational Reliability Charge based on their Daily Unforced 

Capacity Obligations.   
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(5) Self-Supply Entity exemption.  A Capacity Resource that was owned, or 

bilaterally contracted, by a Self-Supply Entity on December 19, 2019, shall be exempt from the 

Minimum Offer Price Rule if such Capacity Resource remains owned or bilaterally contracted by 

such Self-Supply Entity and satisfies at least one of the criteria specified below: 

 

(A)  has successfully cleared an RPM Auction prior to 

December 19, 2019;  

 

(B)  is the subject of an interconnection construction service agreement, 

interim interconnection service agreement, interconnection service agreement or wholesale 

market participation agreement executed by the interconnection customer on or before December 

19, 2019; or  

 

(C)  is the subject of an unexecuted interconnection construction 

service agreement, interim interconnection service agreement, interconnection service agreement 

or wholesale market participation agreement filed by PJM with the Commission on or before 

December 19, 2019. 

 
(6) Renewable Portfolio Standard Exemption.  A Capacity Resource with 

State Subsidy  shall be exempt from the Minimum Offer Price Rule if such Capacity Resource 

(1) receives or is entitled to receive State Subsidies through renewable energy credits or 

equivalent credits associated with a state-mandated or state-sponsored renewable portfolio 

standard (“RPS”) program or equivalent program as of December 19, 2019 and (2) satisfies at 

least one of the following criteria: 

 

(A)  has successfully cleared an RPM Auction prior to 

December 19, 2019;  

 

(B)  is the subject of an interconnection construction service agreement, 

interim interconnection service agreement, interconnection service agreement or wholesale 

market participation agreement executed by the interconnection customer on or before December 

19, 2019; or  

 

(C)  is the subject of an unexecuted interconnection construction 

service agreement, interim interconnection service agreement, interconnection service agreement 

or wholesale market participation agreement filed by PJM with the Commission on or before 

December 19, 2019. 

 

(7) Demand Resource and Energy Efficiency Resource Exemption.   

 

(A) A Capacity Resource with State Subsidy that is Demand Resource 

or an Energy Efficiency Resource shall be exempt from the Minimum Offer Price Rule if such 

Capacity Resource satisfies at least one of the following criteria: 

 

(i)  has successfully cleared an RPM Auction prior to 

December 19, 2019.  For purposes of this subsection (A), individual customer location 

registrations that participated as Demand Resource and cleared in an RPM Auction prior to 
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December 19, 2019, and were submitted to PJM no later than 45 days prior to the BRA for the 

2022/2023 Delivery Year shall be deemed eligible for the Demand Resource and Energy 

Efficiency Resource Exemption; or  

 

(ii)  has completed registration on or before December 19, 

2019; or 

 

(iii) is supported by a post-installation measurement and 

verification report for Energy Efficiency Resources approved by PJM on or before December 19, 

2019 (calculated for each installation period, Zone and Sub-Zone by using the greater of the 

latest approved post-installation measurement and verification report prior to December 19, 2019 

or the maximum MW cleared for a Delivery Year across all auctions conducted prior to 

December 19, 2019). 

 

(B) All registered locations that qualify for the Demand Resource and 

Energy Efficiency Resource exemption shall continue to remain exempt even if the MW of 

nominated capacity increases between RPM Auctions unless any MW increase in the nominated 

capacity is due to an investment made for the sole purpose of increasing the curtailment 

capability of the location in the capacity market.  In such case, the MW of increased capability 

will not be qualified for the Demand Resource and Energy Efficiency Resource exemption. 

 

(8)  Capacity Storage Resource Exemption.  A Capacity Resource with State 

Subsidy that is a Capacity Storage Resource shall be exempt from the Minimum Offer Price Rule 

if such Capacity Storage Resource satisfies at least one of the following criteria: 

 

(A)  has successfully cleared an RPM Auction prior to 

December 19, 2019;  

 

(B)  is the subject of an interconnection construction service agreement, 

interim interconnection service agreement, interconnection service agreement or wholesale 

market participation agreement executed by the interconnection customer on or before December 

19, 2019; or  

 

(C)  is the subject of an unexecuted interconnection construction 

service agreement, interim interconnection service agreement,  interconnection service 

agreement or wholesale market participation agreement filed by PJM with the Commission on or 

before December 19, 2019. 

 

(9)  Procedures and Remedies in Cases of Suspected Fraud or Material 

Misrepresentation or Omissions in Connection with a Capacity Resource with State Subsidy.  In 

the event the Office of the Interconnection, with advice and input from the Market Monitoring 

Unit, reasonably believes that a certification of a Capacity Resource’s status contains fraudulent 

or material misrepresentations or omissions such that the Capacity Market Seller’s Capacity 

Resource is a Capacity Resource with a State Subsidy (including whether the Capacity Resource 

is a Jointly Owned Cross-Subsidized Capacity Resource) or does not qualify for a competitive 

exemption or contains information that is inconsistent with the resource-specific exception, then: 
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(A) A Capacity Market Seller shall, within five (5) business days upon 

receipt of the request for additional information, provide any supporting information reasonably 

requested by the Office of the Interconnection or the Market Monitoring Unit to evaluate 

whether such Capacity Resource is a Capacity Resource with State Subsidy or whether the 

Capacity Market Seller is eligible for the competitive exemption.  If the Office of the 

Interconnection determines that the Capacity Resource’s status as a Capacity Resource with State 

Subsidy is different from that specified by the Capacity Market Seller or is not eligible for a 

competitive exemption pursuant to subsection (4) above, the Office of the Interconnection shall 

notify, in writing, the Capacity Market Seller of such determination by no later than sixty-five 

(65) days prior to the commencement of the offer period for the relevant RPM Auction.  A 

Capacity Market Seller that is dissatisfied with any determination hereunder may seek any 

remedies available to it from FERC; provided, however, if the Office of Interconnection 

determines that the subject resource is a Capacity Resource with State Subsidy or is not eligible 

for a competitive exemption pursuant to subsection (4) above, such Capacity Resource shall be 

subject to the Minimum Offer Price Rule, unless and until ordered to do otherwise by FERC. 

 

(B) if the Office of the Interconnection does not provide written notice 

of suspected fraudulent or material misrepresentation or omission at least sixty-five (65) days 

before the start of the relevant RPM Auction, then the Office of the Interconnection may file the 

certification that contains any alleged fraudulent or material misrepresentation or omission with 

FERC.  In such event, if the Office of Interconnection determines that a resource is a Capacity 

Resource with State Subsidy that is subject to the Minimum Offer Price Rule, the Office of the 

Interconnection will proceed with administration of the Tariff and market rules on that basis 

unless and until ordered to do otherwise by FERC.  The Office of the Interconnection shall 

implement any remedies ordered by FERC; and 

 

(C)  prior to applying the Minimum Offer Price Rule, the Office of the 

Interconnection, with advice and input of the Market Monitoring Unit, shall notify the affected 

Capacity Market Seller and, to the extent practicable, provide the Capacity Market Seller an 

opportunity to explain the alleged fraudulent or material misrepresentation or omission.  Any 

filing to FERC under this provision shall seek fast track treatment and neither the name nor any 

identifying characteristics of the Capacity Market Seller or the resource shall be publicly 

revealed, but otherwise the filing shall be public.  The Capacity Market Seller may submit a 

revised certification for that Capacity Resource for subsequent RPM Auctions, including RPM 

Auctions held during the pendency of the FERC proceeding.  In the event that the Capacity 

Market Seller is cleared by FERC from such allegations of fraudulent or material 

misrepresentations or omissions then the certification shall be restored to the extent and in the 

manner permitted by FERC.  The remedies required by this subsection to be requested in any 

filing to FERC shall not be exclusive of any other remedies or penalties that may be pursued 

against the Capacity Market Seller. 

 

i) 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 
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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.  

 

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. 
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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 

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 
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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)(iii) 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: 
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i) 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. 

 

ii) 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. 
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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 

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 
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Performance Transition Incremental Auction to procure Capacity Performance Resources.  

 

1. For each Capacity Performance Transition Incremental Auction, the optimization 

algorithm shall consider: 

 

 the target quantities of Capacity Performance Resources specified below;  

 

 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 
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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: 

 

i) 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. 

 

ii) 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 
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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 

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 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 
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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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Definitions – C-D

Canadian Guaranty:

“Canadian Guaranty” shall mean a Corporate Guaranty provided by an Affiliate of a Participant 
that is domiciled in Canada, and meets all of the provisions of Tariff, Attachment Q.

Cancellation Costs:

“Cancellation Costs” shall mean costs and liabilities incurred in connection with: (a) cancellation 
of supplier and contractor written orders and agreements entered into to design, construct and 
install Attachment Facilities, Direct Assignment Facilities and/or Customer-Funded Upgrades, 
and/or (b) completion of some or all of the required Attachment Facilities, Direct Assignment 
Facilities and/or Customer-Funded Upgrades, or specific unfinished portions and/or removal of 
any or all of such facilities which have been installed, to the extent required for the Transmission 
Provider and/or Transmission Owner(s) to perform their respective obligations under Tariff, Part 
IV and/or Tariff, Part VI.

Capacity:

“Capacity” shall mean the installed capacity requirement of the Reliability Assurance Agreement 
or similar such requirements as may be established.

Capacity Emergency Transfer Limit:

“Capacity Emergency Transfer Limit” or “CETL” shall have the meaning provided in the 
Reliability Assurance Agreement.

Capacity Emergency Transfer Objective:
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“Capacity Emergency Transfer Objective” or “CETO” shall have the meaning provided in the 
Reliability Assurance Agreement.

Capacity Export Transmission Customer:

“Capacity Export Transmission Customer” shall mean a customer taking point to point 
transmission service under Tariff, Part II to export capacity from a generation resource located in 
the PJM Region that has qualified for an exception to the RPM must-offer requirement as 
described in Tariff, Attachment DD, section 6.6(g).

Capacity Import Limit:

“Capacity Import Limit” shall have the meaning provided in the Reliability Assurance 
Agreement.

Capacity Interconnection Rights:

“Capacity Interconnection Rights” shall mean the rights to input generation as a Generation 
Capacity Resource into the Transmission System at the Point of Interconnection where the 
generating facilities connect to the Transmission System.

Capacity Market Buyer:

“Capacity Market Buyer” shall mean a Member that submits bids to buy Capacity Resources in 
any Incremental Auction.  

Capacity Market Seller:

“Capacity Market Seller” shall mean a Member that owns, or has the contractual authority to 
control the output or load reduction capability of, a Capacity Resource, that has not transferred 
such authority to another entity, and that offers such resource in the Base Residual Auction or an 
Incremental Auction.

Capacity Performance Resource:

“Capacity Performance Resource” shall mean a Capacity Resource as described in Tariff, 
Attachment DD, section 5.5A(a).

Capacity Performance Transition Incremental Auction:

“Capacity Performance Transition Incremental Auction” shall have the meaning specified in 
Tariff, Attachment DD, section 5.14D.

Capacity Resource:
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“Capacity Resource” shall have the meaning provided in the Reliability Assurance Agreement.

Capacity Resource with State Subsidy: 

“Capacity Resource with State Subsidy” shall mean (1) a Capacity Resource that is offered into 
an RPM Auction or otherwise assumes an RPM commitment for which the Capacity Market 
Seller receives or is entitled to receive one or more State Subsidies for the applicable Delivery 
Year; (2) a Capacity Resource that has not cleared an RPM Auction for the Delivery Year for 
which the Capacity Market Seller last received a State Subsidy (or any subsequent Delivery 
Year) shall still be considered a Capacity Resource with State Subsidy upon the expiration of 
such State Subsidy until the resource clears an RPM Auction; (3) a Capacity Resource that is the 
subject of a bilateral transaction (including but not limited to those reported pursuant to Tariff, 
Attachment DD, section 4.6) shall be deemed a Capacity Resource with State Subsidy to the 
extent an owner of the facility supporting the Capacity Resource is entitled to a State Subsidy 
associated with such facility even if the Capacity Market Seller is not entitled to a State Subsidy; 
and (4) any Jointly Owned Cross-Subsidized Capacity Resource. 

Capacity Resource Clearing Price:

“Capacity Resource Clearing Price” shall mean the price calculated for a Capacity Resource that 
offered and cleared in a Base Residual Auction or Incremental Auction, in accordance with 
Tariff, Attachment DD, section 5. 

Capacity Storage Resource:

“Capacity Storage Resource” shall mean any Energy Storage Resource that participates in the 
Reliability Pricing Model or is otherwise treated as capacity in PJM’s markets such as through a 
Fixed Resource Requirement Capacity Plan.

Capacity Transfer Right:

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

Capacity Transmission Injection Rights:

“Capacity Transmission Injection Rights” shall mean the rights to schedule energy and capacity 
deliveries at a Point of Interconnection of a Merchant Transmission Facility with the 
Transmission System. Capacity Transmission Injection Rights may be awarded only to a 
Merchant D.C. Transmission Facility and/or Controllable A.C. Merchant Transmission Facilities 
that connects the Transmission System to another control area. Deliveries scheduled using 
Capacity Transmission Injection Rights have rights similar to those under Firm Point-to-Point 
Transmission Service or, if coupled with a generating unit external to the PJM Region that 
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satisfies all applicable criteria specified in the PJM Manuals, similar to Capacity Interconnection 
Rights.

Charge Economic Maximum Megawatts:

“Charge Economic Maximum Megawatts” shall mean the greatest magnitude of megawatt power 
consumption available for charging in economic dispatch by an Energy Storage Resource Model 
Participant in Continuous Mode or in Charge Mode.  Charge Economic Maximum Megawatts 
shall be the Economic Minimum for an Energy Storage Resource in Charge Mode or in 
Continuous Mode.

Charge Economic Minimum Megawatts:

“Charge Economic Minimum Megawatts” shall mean the smallest magnitude of megawatt power 
consumption available for charging in economic dispatch by an Energy Storage Resource Model 
Participant in Charge Mode.  Charge Economic Minimum Megawatts shall be the Economic 
Maximum for an Energy Storage Resource in Charge Mode.

Charge Mode:

“Charge Mode” shall mean the mode of operation of an Energy Storage Resource Model 
Participant that only includes negative megawatt quantities (i.e., the Energy Storage Resource 
Model Participant is only withdrawing megawatts from the grid).  

Charge Ramp Rate:

“Charge Ramp Rate” shall mean the Ramping Capability of an Energy Storage Resource Model 
Participant in Charge Mode.

Cleared Capacity Resource with State Subsidy:

“Cleared Capacity Resource with State Subsidy” shall mean a Capacity Resource with State 
Subsidy that has cleared in an RPM Auction for a Delivery Year that is prior to the 2022/2023 
Delivery Year or, starting with 2022/2023 Delivery Year, the MWs (in installed capacity) 
comprising a Capacity Resource with State Subsidy that have cleared an RPM Auction pursuant 
to its Sell Offer at or above its resource-specific MOPR Floor Offer Price or the applicable 
default New Entry MOPR Floor Offer Price and since then, any of those MWs (in installed 
capacity) comprising a Capacity Resource with State Subsidy have been, the subject of a Sell 
Offer into the Base Residual Auction or included in an FRR Capacity Plan at the time of the 
Base Residual Auction for the relevant Delivery Year.  

Cold/Warm/Hot Notification Time:

“Cold/Warm/Hot Notification Time” shall mean the time interval between PJM notification and 
the beginning of the start sequence for a generating unit that is currently in its cold/warm/hot 
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temperature state. The start sequence may include steps such as any valve operation, starting feed 
water pumps, startup of auxiliary equipment, etc.

Cold/Warm/Hot Start-up Time:

For all generating units that are not combined cycle units, “Cold/Warm/Hot Start-up Time” shall 
mean the time interval, measured in hours, from the beginning of the start sequence to the point 
after generator breaker closure, which is typically indicated by telemetered or aggregated State 
Estimator megawatts greater than zero for a generating unit in its cold/warm/hot temperature 
state. For combined cycle units, “Cold/Warm/Hot Start-up Time” shall mean the time interval 
from the beginning of the start sequence to the point after first combustion turbine generator 
breaker closure in its cold/warm/hot temperature state, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For all generating units, 
the start sequence may include steps such as any valve operation, starting feed water pumps, 
startup of auxiliary equipment, etc. Other more detailed actions that could signal the beginning of 
the start sequence could include, but are not limited to, the operation of pumps, condensers, fans, 
water chemistry evaluations, checklists, valves, fuel systems, combustion turbines, starting
engines or systems, maintaining stable fuel/air ratios, and other auxiliary equipment necessary 
for startup.

Cold Weather Alert:

“Cold Weather Alert” shall mean the notice that PJM provides to PJM Members, Transmission 
Owners, resource owners and operators, customers, and regulators to prepare personnel and 
facilities for expected extreme cold weather conditions.

Collateral:

“Collateral” shall be a cash deposit, including any interest, or letter of credit in an amount and 
form determined by and acceptable to PJMSettlement, provided by a Participant to 
PJMSettlement as security in order to participate in the PJM Markets or take Transmission 
Service.

Collateral Call:

“Collateral Call” shall mean a notice to a Participant that additional Collateral, or possibly early 
payment, is required in order to remain in, or to regain, compliance with Tariff, Attachment Q.

Commencement Date:

“Commencement Date” shall mean the date on which Interconnection Service commences in 
accordance with an Interconnection Service Agreement.

Committed Offer:
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The “Committed Offer” shall mean 1) for pool-scheduled resources, an offer on which a resource 
was scheduled by the Office of the Interconnection for a particular clock hour for an Operating 
Day, and 2) for self-scheduled resources, either the offer on which the Market Seller has elected 
to schedule the resource or the applicable offer for the resource determined pursuant to Operating 
Agreement, Schedule 1, section 6.4, or Operating Agreement, Schedule 1, section 6.6 for a 
particular clock hour for an Operating Day. 

Completed Application:

“Completed Application” shall mean an application that satisfies all of the information and other 
requirements of the Tariff, including any required deposit.

Compliance Aggregation Area (CAA):

“Compliance Aggregation Area” or “CAA” shall mean a geographic area of Zones or sub-Zones 
that are electrically-contiguous and experience for the relevant Delivery Year, based on Resource 
Clearing Prices of, for Delivery Years through May 31, 2018, Annual Resources and for the 
2018/2019 Delivery Year and subsequent Delivery Years, Capacity Performance Resources, the 
same locational price separation in the Base Residual Auction, the same locational price 
separation in the First Incremental Auction, the same locational price separation in the Second 
Incremental Auction, the same locational price separation in the Third Incremental Auction.

Conditional Incremental Auction:

“Conditional Incremental Auction” shall mean an Incremental Auction conducted for a Delivery 
Year if and when necessary to secure commitments of additional capacity to address reliability 
criteria violations arising from the delay in a Backbone Transmission upgrade that was modeled 
in the Base Residual Auction for such Delivery Year.

CONE Area:

“CONE Area” shall mean the areas listed in Tariff, Attachment DD, section 5.10(a)(iv)(A) and 
any LDAs established as CONE Areas pursuant to Tariff, Attachment DD, section 
5.10(a)(iv)(B). 

Confidential Information:

“Confidential Information” shall mean any confidential, proprietary, or trade secret information 
of a plan, specification, pattern, procedure, design, device, list, concept, policy, or compilation 
relating to the present or planned business of a New Service Customer, Transmission Owner, or 
other Interconnection Party or Construction Party, which is designated as confidential by the 
party supplying the information, whether conveyed verbally, electronically, in writing, through 
inspection, or otherwise, and shall include, without limitation, all information relating to the 
producing party’s technology, research and development, business affairs and pricing, and any 
information supplied by any New Service Customer, Transmission Owner, or other 
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Interconnection Party or Construction Party to another such party prior to the execution of an 
Interconnection Service Agreement or a Construction Service Agreement.

Congestion Price:

“Congestion Price” shall mean the congestion component of the Locational Marginal Price, 
which is the effect on transmission congestion costs (whether positive or negative) associated 
with increasing the output of a generation resource or decreasing the consumption by a Demand 
Resource, based on the effect of increased generation from or consumption by the resource on 
transmission line loadings, calculated as specified in Operating Agreement, Schedule 1, section 
2, and the parallel provisions of Tariff, Attachment K-Appendix, section 2.

Consolidated Transmission Owners Agreement, PJM Transmission Owners Agreement or 
Transmission Owners Agreement:

“Consolidated Transmission Owners Agreement,” “PJM Transmission Owners Agreement” or 
“Transmission Owners Agreement” shall mean the certain Consolidated Transmission Owners 
Agreement dated as of December 15, 2005, by and among the Transmission Owners and by and 
between the Transmission Owners and PJM Interconnection, L.L.C. on file with the 
Commission, as amended from time to time.

Constraint Relaxation Logic:

“Constraint Relaxation Logic” shall mean the logic applied in the market clearing software 
where the transmission limit is increased to prevent the Transmission Constraint Penalty Factor 
from setting the Marginal Value of a transmission constraint. 

Constructing Entity:

“Constructing Entity” shall mean either the Transmission Owner or the New Services Customer, 
depending on which entity has the construction responsibility pursuant to Tariff, Part VI and the 
applicable Construction Service Agreement; this term shall also be used to refer to an 
Interconnection Customer with respect to the construction of the Customer Interconnection 
Facilities.

Construction Party:

“Construction Party” shall mean a party to a Construction Service Agreement.  “Construction 
Parties” shall mean all of the Parties to a Construction Service Agreement.

Construction Service Agreement:

“Construction Service Agreement” shall mean either an Interconnection Construction Service 
Agreement or an Upgrade Construction Service Agreement.

Contingent Facilities:
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“Contingent Facilities” shall mean those unbuilt Interconnection Facilities and Network 
Upgrades upon which the Interconnection Request’s costs, timing, and study findings are 
dependent and, if delayed or not built, could cause a need for restudies of the Interconnection 
Request or a reassessment of the Interconnection Facilities and/or Network Upgrades and/or 
costs and timing.

Continuous Mode:

“Continuous Mode” shall mean the mode of operation of an Energy Storage Resource Model 
Participant that includes both negative and positive megawatt quantities (i.e., the Energy Storage 
Resource Model Participant is capable of continually and immediately transitioning from 
withdrawing megawatt quantities from the grid to injecting megawatt quantities onto the grid or 
injecting megawatts to withdrawing megawatts).  Energy Storage Resource Model Participants 
operating in Continuous Mode are considered to have an unlimited ramp rate.  Continuous 
Mode requires Discharge Economic Maximum Megawatts to be zero or correspond to an 
injection, and Charge Economic Maximum Megawatts to be zero or correspond to a withdrawal.

Control Area:

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

(1) match the power output of the generators within the electric power system(s) and 
energy purchased from entities outside the electric power system(s), with the load within the 
electric power system(s);

(2) maintain scheduled interchange with other Control Areas, within the limits of 
Good Utility Practice;

(3) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice; and

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

Control Zone:

“Control Zone” shall have the meaning given in the Operating Agreement.

Controllable A.C. Merchant Transmission Facilities:

“Controllable A.C. Merchant Transmission Facilities” shall mean transmission facilities that (1) 
employ technology which Transmission Provider reviews and verifies will permit control of 
the amount and/or direction of power flow on such facilities to such extent as to effectively 
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enable the controllable facilities to be operated as if they were direct current transmission 
facilities, and (2) that are interconnected with the Transmission System pursuant to Tariff, Part 
IV and Tariff, Part VI.

Coordinated External Transaction:

“Coordinated External Transaction” shall mean a transaction to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.13.

Coordinated Transaction Scheduling:

“Coordinated Transaction Scheduling” or “CTS” shall mean the scheduling of Coordinated 
External Transactions at a CTS Enabled Interface in accordance with the procedures of 
Operating Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.13.

Corporate Guaranty:

“Corporate Guaranty” shall mean a legal document used by an entity to guaranty the obligations 
of another entity.

Cost of New Entry:

“Cost of New Entry” or “CONE” shall mean the nominal levelized cost of a Reference Resource, 
as determined in accordance with Tariff, Attachment DD, section 5.

Costs:

As used in Tariff, Part IV, Tariff, Part VI and related attachments, “Costs” shall mean costs and 
expenses, as estimated or calculated, as applicable, including, but not limited to, capital 
expenditures, if applicable, and overhead, return, and the costs of financing and taxes and any 
Incidental Expenses.

Counterparty:

“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right 
and not as an agent, to an agreement or transaction with a Market Participant or other entities, 
including the agreements and transactions with customers regarding transmission service and 
other transactions under the PJM Tariff and the Operating Agreement.  PJMSettlement shall not 
be a counterparty to (i) any bilateral transactions between Members, or (ii) any Member’s 
self-supply of energy to serve its load, or (iii) any Member’s self-schedule of energy reported to 
the Office of the Interconnection to the extent that energy serves that Member’s own load .

Credit Available for Export Transactions:
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“Credit Available for Export Transactions” shall mean a designation of credit to be used for 
Export Transactions that is allocated by each Market Participant from its Credit Available for 
Virtual Transactions, and which reduces the Market Participant's Credit Available for Virtual 
Transactions accordingly.

Credit Available for Virtual Transactions:

“Credit Available for Virtual Transactions” shall mean the Market Participant’s Working Credit 
Limit for Virtual Transactions calculated on its credit provided in compliance with its Peak 
Market Activity requirement plus available credit submitted above that amount, less any unpaid 
billed and unbilled amounts owed to PJMSettlement, plus any unpaid unbilled amounts owed by 
PJMSettlement to the Market Participant, less any applicable credit required for Minimum 
Participation Requirements, FTRs, RPM activity,  or other credit requirement determinants as 
defined in Tariff, Attachment Q.

Credit Breach:

“Credit Breach” shall mean the status of a Participant that does not currently meet the 
requirements of Tariff, Attachment Q or other provisions of the Agreements.

Credit-Limited Offer:

“Credit-Limited Offer” shall mean a Sell Offer that is submitted by a Market Participant in an 
RPM Auction subject to a maximum credit requirement specified by such Market Participant.

Credit Score:

“Credit Score” shall mean a composite numerical score scaled from 0-100 as calculated by 
PJMSettlement that incorporates various predictors of creditworthiness.

CTS Enabled Interface:

“CTS Enabled Interface” shall mean an interface between the PJM Control Area and an adjacent 
Control Area at which the Office of the Interconnection has authorized the use of Coordinated 
Transaction Scheduling (“CTS”). The CTS Enabled Interfaces between the PJM Control Area 
and the New York Independent System Operator, Inc. Control Area shall be designated in the 
Joint Operating Agreement Among and Between New York Independent System Operator Inc. 
and PJM Interconnection, L.L.C., Schedule A (PJM Rate Schedule FERC No. 45).  The CTS 
Enabled Interfaces between the PJM Control Area and the Midcontinent Independent System 
Operator, Inc. shall be designated consistent with Attachment 3, section 2 of the Joint Operating 
Agreement between Midcontinent Independent System Operator, Inc. and PJM Interconnection, 
L.L.C.

CTS Interface Bid:
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“CTS Interface Bid” shall mean a unified real-time bid to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.13.

Curtailment:

“Curtailment” shall mean a reduction in firm or non-firm transmission service in response to a 
transfer capability shortage as a result of system reliability conditions.

Curtailment Service Provider:

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which 
action on behalf of itself or one or more other Members or non-Members, participates in the PJM 
Interchange Energy Market, Ancillary Services markets, and/or Reliability Pricing Model by 
causing a reduction in demand.

Customer Facility:

“Customer Facility” shall mean Generation Facilities or Merchant Transmission Facilities 
interconnected with or added to the Transmission System pursuant to an Interconnection Request 
under Tariff, Part IV.

Customer-Funded Upgrade:

“Customer-Funded Upgrade” shall mean any Network Upgrade, Local Upgrade, or Merchant 
Network Upgrade for which cost responsibility (i) is imposed on an Interconnection Customer or 
an Eligible Customer pursuant to Tariff, Part VI, section 217, or (ii) is voluntarily undertaken by 
a New Service Customer in fulfillment of an Upgrade Request.  No Network Upgrade, Local 
Upgrade or Merchant Network Upgrade or other transmission expansion or enhancement shall be 
a Customer-Funded Upgrade if and to the extent that the costs thereof are included in the rate 
base of a public utility on which a regulated return is earned.

Customer Interconnection Facilities:

“Customer Interconnection Facilities” shall mean all facilities and equipment owned and/or 
controlled, operated and maintained by Interconnection Customer on Interconnection Customer’s 
side of the Point of Interconnection identified in the appropriate appendices to the 
Interconnection Service Agreement and to the Interconnection Construction Service Agreement, 
including any modifications, additions, or upgrades made to such facilities and equipment, that 
are necessary to physically and electrically interconnect the Customer Facility with the 
Transmission System.

Daily Deficiency Rate:
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“Daily Deficiency Rate” shall mean the rate employed to assess certain deficiency charges under 
Tariff, Attachment DD, section 7, Tariff, Attachment DD, section 8, Tariff, Attachment DD, 
section 9, or Tariff, Attachment DD, section 13.

Daily Unforced Capacity Obligation:

“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving 
Entity during the Delivery Year, determined in accordance with  Reliability Assurance 
Agreement, Schedule 8, or, as to an FRR entity, in Reliability Assurance Agreement, Schedule 
8.1.

Day-ahead Congestion Price:

“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead 
Energy Market.

Day-ahead Energy Market:

“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of 
energy and payment of Transmission Congestion Charges developed by the Office of the 
Interconnection as a result of the offers and specifications submitted in accordance with 
Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.10.

Day-ahead Energy Market Injection Congestion Credits:

“Day-ahead Energy Market Injection Congestion Credits” shall mean those congestion credits 
paid to Market Participants for supply transactions in the Day-ahead Energy Market including 
generation schedules, Increment Offers, Up-to Congestion Transactions, import transactions, and 
Day-Ahead Pseudo-Tie Transactions.

Day-ahead Energy Market Transmission Congestion Charges:

“Day-ahead Energy Market Transmission Congestion Charges” shall be equal to the sum of 
Day-ahead Energy Market Withdrawal Congestion Charges minus [the sum of Day-ahead 
Energy Market Injection Congestion Credits plus any congestion charges calculated pursuant to 
the Joint Operating Agreement between the Midcontinent Independent Transmission System 
Operator, Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), plus any 
congestion charges calculated pursuant to the Joint Operating Agreement Among and Between 
New York Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate 
Schedule FERC No. 45), plus any congestion charges calculated pursuant to agreements between 
the Office of the Interconnection and other entities, as applicable)].

Day-ahead Energy Market Withdrawal Congestion Charges:
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“Day-ahead Energy Market Withdrawal Congestion Charges” shall mean those congestion 
charges collected from Market Participants for withdrawal transactions in the Day-ahead Energy 
Market from transactions including Demand Bids, Decrement Bids, Up-to Congestion 
Transactions, Export Transactions, and Day-Ahead Pseudo-Tie Transactions.

Day-ahead Loss Price:

“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market.

Day-ahead Prices:

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead 
Energy Market.

Day-Ahead Pseudo-Tie Transaction: 

“Day-Ahead Pseudo-Tie Transaction” shall mean a transaction scheduled in the Day-ahead 
Energy Market to the PJM-MISO interface from a generator within the PJM balancing authority 
area that Pseudo-Ties into the MISO balancing authority area.

Day-ahead Scheduling Reserves:

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the 
ReliabilityFirst Corporation and SERC.

Day-ahead Scheduling Reserves Market:

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the 
purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the 
Interconnection as a result of the offers and specifications submitted in accordance with 
Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.10.

Day-ahead Scheduling Reserves Requirement:

“Day-ahead Scheduling Reserves Requirement” shall mean the sum of Base Day-ahead 
Scheduling Reserves Requirement and Additional Day-ahead Scheduling Reserves Requirement.

Day-ahead Scheduling Reserves Resources:

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized 
generation resources and Demand Resources electrically located within the PJM Region that are 
capable of providing Day-ahead Scheduling Reserves.

Day-ahead Settlement Interval: 
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“Day-ahead Settlement Interval” shall mean the interval used by settlements, which shall be 
every one clock hour. 

Day-ahead System Energy Price:

“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the 
Day-ahead Energy Market.

Deactivation:

“Deactivation” shall mean the retirement or mothballing of a generating unit governed by Tariff, 
Part V.

Deactivation Avoidable Cost Credit:

“Deactivation Avoidable Cost Credit” shall mean the credit paid to Generation Owners pursuant 
to Tariff, Part V, section 114.

Deactivation Avoidable Cost Rate:

“Deactivation Avoidable Cost Rate” shall mean the formula rate established pursuant to Tariff, 
Part V, section 115 .

Deactivation Date:

“Deactivation Date” shall mean the date a generating unit within the PJM Region is either retired 
or mothballed and ceases to operate.

Decrement Bid:

“Decrement Bid” shall mean a type of Virtual Transaction that is a bid to purchase energy at a 
specified location in the Day-ahead Energy Market.  A cleared Decrement Bid results in 
scheduled load at the specified location in the Day-ahead Energy Market.

Default:

As used in the Interconnection Service Agreement and Construction Service Agreement, 
“Default” shall mean the failure of a Breaching Party to cure its Breach in accordance with the 
applicable provisions of an Interconnection Service Agreement or Construction Service 
Agreement.

Delivering Party:

“Delivering Party” shall mean the entity supplying capacity and energy to be transmitted at 
Point(s) of Receipt.
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Delivery Year:

“Delivery Year”  shall mean the Planning Period for which a Capacity Resource is committed 
pursuant to the auction procedures specified in Tariff, Attachment DD, or pursuant to an FRR 
Capacity Plan under Reliability Assurance Agreement, Schedule 8.1.

Demand Bid:

“Demand Bid” shall mean a bid, submitted by a Load Serving Entity in the Day-ahead Energy 
Market, to purchase energy at its contracted load location, for a specified timeframe and 
megawatt quantity, that if cleared will result in energy being scheduled at the specified location 
in the Day-ahead Energy Market and in the physical transfer of energy during the relevant 
Operating Day.  

Demand Bid Limit:

“Demand Bid Limit” shall mean the largest MW volume of Demand Bids that may be submitted 
by a Load Serving Entity for any hour of an Operating Day, as determined pursuant to Operating 
Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.10.1B.

Demand Bid Screening:

“Demand Bid Screening” shall mean the process by which Demand Bids are reviewed against 
the applicable Demand Bid Limit, and rejected if they would exceed that limit, as determined 
pursuant to Operating Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of 
Tariff, Attachment K-Appendix, section 1.10.1B.

Demand Resource:

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand.

Demand Resource Factor or DR Factor:

“Demand Resource Factor” or (“DR Factor”) shall have the meaning specified in the Reliability 
Assurance Agreement.

Designated Agent:

“Designated Agent” shall mean any entity that performs actions or functions on behalf of the 
Transmission Provider, a Transmission Owner, an Eligible Customer, or the Transmission 
Customer required under the Tariff.

Designated Entity:

“Designated Entity” shall have the same meaning provided in the Operating Agreement.
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Direct Assignment Facilities:

“Direct Assignment Facilities” shall mean facilities or portions of facilities that are constructed 
for the sole use/benefit of a particular Transmission Customer requesting service under the 
Tariff.  Direct Assignment Facilities shall be specified in the Service Agreement that governs
service to the Transmission Customer and shall be subject to Commission approval.

Direct Charging Energy:

“Direct Charging Energy” shall mean the energy that an Energy Storage Resource purchases 
from the PJM Interchange Energy Market and (i) later resells to the PJM Interchange Energy 
Market; or (ii) is lost to conversion inefficiencies, provided that such inefficiencies are an 
unavoidable component of the conversion, storage, and discharge process that is used to resell 
energy back to the PJM Interchange Energy Market.

Direct Load Control:

“Direct Load Control” shall mean load reduction that is controlled directly by the Curtailment 
Service Provider’s market operations center or its agent, in response to PJM instructions.

Discharge Economic Maximum Megawatts:

“Discharge Economic Maximum Megawatts” shall mean the maximum megawatt power output 
available for discharge in economic dispatch by an Energy Storage Resource Model Participant 
in Continuous Mode or in Discharge Mode. Discharge Economic Maximum Megawatts shall be 
the Economic Maximum for an Energy Storage Resource in Discharge Mode or in Continuous 
Mode.

Discharge Economic Minimum Megawatts:

“Discharge Economic Minimum Megawatts” shall mean the minimum megawatt power output 
available for discharge in economic dispatch by an Energy Storage Resource Model Participant 
in Discharge Mode.  Discharge Economic Minimum Megawatts shall be the Economic 
Minimum for an Energy Storage Resource in Discharge Mode.

Discharge Mode:

“Discharge Mode” shall mean the mode of operation of an Energy Storage Resource Model 
Participant that only includes positive megawatt quantities (i.e., the Energy Storage Resource 
Model Participant is only injecting megawatts onto the grid).  

Discharge Ramp Rate:

“Discharge Ramp Rate” shall mean the Ramping Capability of an Energy Storage Resource 
Model Participant in Discharge Mode.
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Dispatch Rate:

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour, 
calculated and transmitted continuously and dynamically to direct the output level of all 
generation resources dispatched by the Office of the Interconnection in accordance with the 
Offer Data.

Dispatched Charging Energy:  

“Dispatched Charging Energy” shall mean Direct Charging Energy that an Energy Storage 
Resource Model Participant receives from the electric grid pursuant to PJM dispatch while 
providing one of the following services in the PJM markets: Energy Imbalance Service pursuant 
to Tariff, Schedule 4; Regulation; Tier 2 Synchronized Reserves; or Reactive Service.  Energy 
Storage Resource Model Participants shall be considered to be providing Energy Imbalance 
Service when they are dispatchable by PJM in real-time.  

Dynamic Schedule:

“Dynamic Schedule” shall have the same meaning provided in the Operating Agreement.

Dynamic Transfer:

“Dynamic Transfer” shall have the same meaning provided in the Operating Agreement.
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Definitions – L – M – N

Limited Demand Resource: 

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

Limited Demand Resource Reliability Target: 

“Limited Demand Resource Reliability Target” for the PJM Region or an LDA, shall mean the 
maximum amount of Limited Demand Resources determined by PJM to be consistent with the 
maintenance of reliability, stated in Unforced Capacity that shall be used to calculate the 
Minimum Extended Summer Demand Resource Requirement for Delivery Years through May 
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31, 2017 and the Limited Resource Constraint for the 2017/2018 and 2018/2019 Delivery Years 
for the PJM Region or such LDA.  As more fully set forth in the PJM Manuals, PJM calculates 
the Limited Demand Resource Reliability Target by first:  i) testing the effects of the 
ten-interruption requirement by comparing possible loads on peak days under a range of weather 
conditions (from the daily load forecast distributions for the Delivery Year in question) against 
possible generation capacity on such days under a range of conditions (using the cumulative 
capacity distributions employed in the Installed Reserve Margin study for the PJM Region and in 
the Capacity Emergency Transfer Objective study for the relevant LDAs for such Delivery Year) 
and, by varying the assumed amounts of DR that is committed and displaces committed 
generation, determines the DR penetration level at which there is a ninety percent probability 
that DR will not be called (based on the applicable operating reserve margin for the PJM Region 
and for the relevant LDAs) more than ten times over those peak days;  ii) testing the six-hour 
duration requirement by calculating the MW difference between the highest hourly unrestricted 
peak load and seventh highest hourly unrestricted peak load on certain high peak load days (e.g., 
the annual peak, loads above the weather normalized peak, or days where load management was 
called) in recent years, then dividing those loads by the forecast peak for those years and 
averaging the result; and (iii) (for the 2016/2017 and 2017/2018 Delivery Years) testing the 
effects of the six-hour duration requirement by comparing possible hourly loads on peak days 
under a range of weather conditions (from the daily load forecast distributions for the Delivery 
Year in question) against possible generation capacity on such days under a range of conditions 
(using a Monte Carlo model of hourly capacity levels that is consistent with the capacity model 
employed in the Installed Reserve Margin study for the PJM Region and in the Capacity 
Emergency Transfer Objective study for the relevant LDAs for such Delivery Year) and, by 
varying the assumed amounts of DR that is committed and displaces committed generation, 
determines the DR penetration level at which there is a ninety percent probability that DR will 
not be called (based on the applicable operating reserve margin for the PJM Region and for the 
relevant LDAs) for more than six hours over any one or more of the tested peak days.  Second, 
PJM adopts the lowest result from these three tests as the Limited Demand Resource Reliability 
Target.  The Limited Demand 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 PJM Region or such LDA, reduced by the 
amount of load served under the FRR Alternative].

Limited Resource Constraint:

“Limited Resource Constraint” shall mean, for the 2017/2018 Delivery Year and for FRR 
Capacity Plans the 2017/2018 and Delivery Years, for the PJM Region or each LDA for which 
the Office of the Interconnection is required under Tariff, Attachment DD, section 5.10(a) 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 for the 2017/2018 Delivery Year 
in the PJM Region or in such LDA, calculated as the Limited Demand Resource Reliability 
Target for the PJM Region or such LDA, respectively, minus the Short Term Resource 
Procurement Target for the PJM Region or such LDA, respectively.

Limited Resource Price Decrement:

Document Accession #: 20201113-5138      Filed Date: 11/13/2020



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

List of Approved Contractors:

“List of Approved Contractors” shall mean a list developed by each Transmission Owner and 
published in a PJM Manual of (a) contractors that the Transmission Owner considers to be 
qualified to install or construct new facilities and/or upgrades or modifications to existing 
facilities on the Transmission Owner’s system, provided that such contractors may include, but 
need not be limited to, contractors that, in addition to providing construction services, also 
provide design and/or other construction-related services, and (b) manufacturers or vendors of 
major transmission-related equipment (e.g., high-voltage transformers, transmission line, circuit 
breakers) whose products the Transmission Owner considers acceptable for installation and use 
on its system.

Load Management:

“Load Management” shall mean a Demand Resource (“DR”) as defined in the Reliability 
Assurance Agreement.

Load Management Event:

“Load Management Event” shall mean a) a single temporally contiguous dispatch of Demand 
Resources in a Compliance Aggregation Area during an Operating Day, or b) multiple dispatches 
of Demand Resources in a Compliance Aggregation Area during an Operating Day that are 
temporally contiguous. 

Load Ratio Share:

“Load Ratio Share” shall mean the ratio of a Transmission Customer’s Network Load to the 
Transmission Provider’s total load.

Load Reduction Event:

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for 
the purpose of participating in the PJM Interchange Energy Market.

Load Serving Charging Energy: 

“Load Serving Charging Energy” shall mean energy that is purchased from the PJM Interchange 
Energy Market and stored in an Energy Storage Resource for later resale to end-use load.

Load Serving Entity (LSE):
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“Load Serving Entity” or “LSE” shall have the meaning specified in the Reliability Assurance 
Agreement.

Load Shedding:

“Load Shedding” shall mean the systematic reduction of system demand by temporarily 
decreasing load in response to transmission system or area capacity shortages, system instability, 
or voltage control considerations under Tariff, Part II or Part III.

Local Upgrades:

“Local Upgrades” shall mean modifications or additions of facilities to abate any local thermal 
loading, voltage, short circuit, stability or similar engineering problem caused by the 
interconnection and delivery of generation to the Transmission System.  Local Upgrades shall 
include:

(i) Direct Connection Local Upgrades which are Local Upgrades that only serve the 
Customer Interconnection Facility and have no impact or potential impact on the Transmission 
System until the final tie-in is complete; and 

(ii) Non-Direct Connection Local Upgrades which are parallel flow Local Upgrades that 
are not Direct Connection Local Upgrades.

Location:

“Location” as used in the Economic Load Response rules shall mean an end-use customer site as 
defined by the relevant electric distribution company account number.

LOC Deviation:  

“LOC Deviation,” shall mean, for units other than wind units, the LOC Deviation shall equal the 
desired megawatt amount for the resource determined according to the point on the Final Offer
curve corresponding to the Real-time Settlement Interval real-time Locational Marginal Price at 
the resource’s bus and adjusted for any Regulation or Tier 2 Synchronized Reserve assignments 
and limited to the lesser of the unit’s Economic Maximum or the unit’s Generation Resource 
Maximum Output, minus the actual output of the unit.  For wind units, the LOC Deviation shall 
mean the deviation of the generating unit’s output equal to the lesser of the PJM forecasted 
output for the unit or the desired megawatt amount for the resource determined according to the 
point on the Final Offer curve corresponding to the Real-time Settlement Interval integrated 
real-time Locational Marginal Price at the resource’s bus, and shall be limited to the lesser of the 
unit’s Economic Maximum or the unit’s Generation Resource Maximum Output, minus the 
actual output of the unit.

Locational Deliverability Area (LDA):
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“Locational Deliverability Area” or “LDA” shall mean a geographic area within the PJM Region 
that has limited transmission capability to import capacity to satisfy such area’s reliability 
requirement, as determined by the Office of the Interconnection in connection with preparation 
of the Regional Transmission Expansion Plan, and as specified in Reliability Assurance 
Agreement, Schedule 10.1.

Locational Deliverability Area Reliability Requirement:

“Locational Deliverability Area Reliability Requirement” shall mean the projected internal 
capacity in the Locational Deliverability Area plus the Capacity Emergency Transfer Objective 
for the Delivery Year, as determined by the Office of the Interconnection in connection with 
preparation of the Regional Transmission Expansion Plan, less the minimum internal resources 
required for all FRR Entities in such Locational Deliverability Area.

Locational Price Adder:

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

Locational Reliability Charge:

“Locational Reliability Charge” shall have the meaning specified in the Reliability Assurance 
Agreement. 

Locational UCAP:

“Locational UCAP” shall mean unforced capacity that a Member with available uncommitted 
capacity sells in a bilateral transaction to a Member that previously committed capacity through 
an RPM Auction but now requires replacement capacity to fulfill its RPM Auction commitment.  
The Locational UCAP Seller retains responsibility for performance of the resource providing 
such replacement capacity. 

Locational UCAP Seller:

“Locational UCAP Seller” shall mean a Member that sells Locational UCAP.

Long-lead Project:

“Long-lead Project” shall have the same meaning provided in the Operating Agreement.

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

“Long-Term Firm Point-To-Point Transmission Service” shall mean firm Point-To-Point 
Transmission Service under Tariff, Part II with a term of one year or more.
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Loss Price:

“Loss Price” shall mean the loss component of the Locational Marginal Price, which is the effect 
on transmission loss costs (whether positive or negative) associated with increasing the output of 
a generation resource or decreasing the consumption by a Demand Resource based on the effect 
of increased generation from or consumption by the resource on transmission losses, calculated 
as specified in Operating Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, 
Attachment K-Appendix, section 2.

M2M Flowgate:

“M2M Flowgate” shall have the meaning provided in the Joint Operating Agreement between 
the Midcontinent Independent Transmission System Operator, Inc. and PJM Interconnection, 
L.L.C.

Maintenance Adder:  

“Maintenance Adder” shall mean an adder that may be included to account for variable operation 
and maintenance expenses in a Market Seller’s Fuel Cost Policy.  The Maintenance Adder is 
calculated in accordance with the applicable provisions of PJM Manual 15, and may only include 
expenses incurred as a result of electric production.

Manual Load Dump Action:

“Manual Load Dump Action” shall mean an Operating Instruction, as defined by NERC, from 
PJM to shed firm load when the PJM Region cannot provide adequate capacity to meet the PJM 
Region’s load and tie schedules, or to alleviate critically overloaded transmission lines or other 
equipment.

Manual Load Dump Warning:

“Manual Load Dump Warning” shall mean a notification from PJM to warn Members of an 
increasingly critical condition of present operations that may require manually shedding load.

Marginal Value: 

“Marginal Value” shall mean the incremental change in system dispatch costs, measured as a 
$/MW value incurred by providing one additional MW of relief to the transmission constraint.

Market Monitor:

“Market Monitor” means the head of the Market Monitoring Unit.

Market Monitoring Unit or MMU:
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“Market Monitoring Unit” or “MMU” means the independent Market Monitoring Unit defined in 
18 CFR § 35.28(a)(7) and established under the PJM Market Monitoring Plan (Attachment M) to 
the PJM Tariff that is responsible for implementing the Market Monitoring Plan, including the 
Market Monitor.  The Market Monitoring Unit may also be referred to as the IMM or 
Independent Market Monitor for PJM

Market Monitoring Unit Advisory Committee or MMU Advisory Committee:

“Market Monitoring Unit Advisory Committee” or “MMU Advisory Committee” shall mean the 
committee established under Tariff, Attachment M, section III.H.

Market Operations Center:

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

Market Participant:

“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic Load Response 
Participant, or all three, except when such term is used in Tariff, Attachment M, in which case 
Market Participant shall mean an entity that generates, transmits, distributes, purchases, or sells 
electricity, ancillary services, or any other product or service provided under the PJM Tariff or 
Operating Agreement within, into, out of, or through the PJM Region, but it shall not include an 
Authorized Government Agency that consumes energy for its own use but does not purchase or 
sell energy at wholesale.

Market Participant Energy Injection:

“Market Participant Energy Injection” shall mean transactions in the Day-ahead Energy Market 
and Real-time Energy Market, including but not limited to Day-ahead generation schedules, 
real-time generation output, Increment Offers, internal bilateral transactions and import 
transactions, as further described in the PJM Manuals. 

Market Participant Energy Withdrawal:

“Market Participant Energy Withdrawal” shall mean transactions in the Day-ahead Energy 
Market and Real-time Energy Market, including but not limited to Demand Bids, Decrement 
Bids, real-time load (net of Behind The Meter Generation expected to be operating, but not to be 
less than zero), internal bilateral transactions and Export Transactions, as further described in the 
PJM Manuals. 

Market Seller Offer Cap:
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“Market Seller Offer Cap” shall mean a maximum offer price applicable to certain Market 
Sellers under certain conditions, as determined in accordance with Tariff, Attachment DD. 
section 6 and Tariff, Attachment M-Appendix, section II.E.   

Market Violation:

“Market Violation” shall mean a tariff violation, violation of a Commission-approved order, rule 
or regulation, market manipulation, or inappropriate dispatch that creates substantial concerns 
regarding unnecessary market inefficiencies, as defined in 18 C.F.R. § 35.28(b)(8).

Material Modification:

“Material Modification” shall mean any modification to an Interconnection Request that has a 
material adverse effect on the cost or timing of Interconnection Studies related to, or any 
Network Upgrades or Local Upgrades needed to accommodate, any Interconnection Request 
with a later Queue Position.

Maximum Daily Starts:

“Maximum Daily Starts” shall mean the maximum number of times that a generating unit can be 
started in an Operating Day under normal operating conditions.

Maximum Emergency:

“Maximum Emergency” shall mean the designation of all or part of the output of a generating 
unit for which the designated output levels may require extraordinary procedures and therefore 
are available to the Office of the Interconnection only when the Office of the Interconnection 
declares a Maximum Generation Emergency and requests generation designated as Maximum 
Emergency to run.  The Office of the Interconnection shall post on the PJM website the 
aggregate amount of megawatts that are classified as Maximum Emergency.

Maximum Facility Output:

“Maximum Facility Output” shall mean the maximum (not nominal) net electrical power output 
in megawatts, specified in the Interconnection Service Agreement, after supply of any parasitic 
or host facility loads, that a Generation Interconnection Customer’s Customer Facility is 
expected to produce, provided that the specified Maximum Facility Output shall not exceed the 
output of the proposed Customer Facility that Transmission Provider utilized in the System 
Impact Study.

Maximum Generation Emergency:

“Maximum Generation Emergency” shall mean an Emergency declared by the Office of the 
Interconnection to address either a generation or transmission emergency in which the Office of 
the Interconnection anticipates requesting one or more Generation Capacity Resources, or 
Non-Retail Behind The Meter Generation resources to operate at its maximum net or gross 
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electrical power output, subject to the equipment stress limits for such Generation Capacity 
Resource or Non-Retail Behind The Meter resource in order to manage, alleviate, or end the 
Emergency.

Maximum Generation Emergency Alert: 

“Maximum Generation Emergency Alert” shall mean an alert issued by the Office of the 
Interconnection to notify PJM Members, Transmission Owners, resource owners and operators, 
customers, and regulators that a Maximum Generation Emergency may be declared, for any 
Operating Day in either, as applicable, the Day-ahead Energy Market or the Real-time Energy 
Market, for all or any part of such Operating Day.

Maximum Run Time:

“Maximum Run Time” shall mean the maximum number of hours a generating unit can run over 
the course of an Operating Day, as measured by PJM’s State Estimator.

Maximum Weekly Starts:

“Maximum Weekly Starts” shall mean the maximum number of times that a generating unit can 
be started in one week, defined as the 168 hour period starting Monday 0001 hour, under normal 
operating conditions.

Member:

“Member” shall have the meaning provided in the Operating Agreement.

Merchant A.C. Transmission Facilities:

“Merchant A.C. Transmission Facility” shall mean Merchant Transmission Facilities that are 
alternating current (A.C.) transmission facilities, other than those that are Controllable A.C. 
Merchant Transmission Facilities. 

Merchant D.C. Transmission Facilities:

“Merchant D.C. Transmission Facilities” shall mean direct current (D.C.) transmission facilities 
that are interconnected with the Transmission System pursuant to Tariff, Part IV and Part VI. 

Merchant Network Upgrades:

“Merchant Network Upgrades” shall mean additions to, or modifications or replacements of, 
physical facilities of the Interconnected Transmission Owner that, on the date of the pertinent 
Transmission Interconnection Customer’s Upgrade Request, are part of the Transmission System 
or are included in the Regional Transmission Expansion Plan.

Merchant Transmission Facilities:
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“Merchant Transmission Facilities” shall mean A.C. or D.C. transmission facilities that are 
interconnected with or added to the Transmission System pursuant to Tariff, Part IV and Part VI 
and that are so identified in Tariff, Attachment T, provided, however, that Merchant 
Transmission Facilities shall not include (i) any Customer Interconnection Facilities, (ii) any 
physical facilities of the Transmission System that were in existence on or before March 20, 
2003 ; (iii) any expansions or enhancements of the Transmission System that are not identified as 
Merchant Transmission Facilities in the Regional Transmission Expansion Plan and Attachment 
T to the Tariff, or (iv) any transmission facilities that are included in the rate base of a public 
utility and on which a regulated return is earned.

Merchant Transmission Provider:

“Merchant Transmission Provider” shall mean an Interconnection Customer that (1) owns,  
controls, or controls the rights to use the transmission capability of, Merchant D.C. Transmission 
Facilities and/or Controllable A.C. Merchant Transmission Facilities that connect the 
Transmission System with another control area, (2) has elected to receive Transmission Injection 
Rights and Transmission Withdrawal Rights associated with such facility pursuant to Tariff, Part 
IV, section 36, and (3) makes (or will make) the transmission capability of such facilities 
available for use by third parties under terms and conditions approved by the Commission and 
stated in the Tariff, consistent with Tariff, section 38.

Metering Equipment:

“Metering Equipment” shall mean all metering equipment installed at the metering points 
designated in the appropriate appendix to an Interconnection Service Agreement.

Minimum Annual Resource Requirement:

“Minimum Annual Resource Requirement” shall mean, for Delivery Years through May 31, 
2017,   the minimum amount of capacity that PJM will seek to procure from Annual Resources 
for the PJM Region and for each Locational Deliverability Area for which the Office of the 
Interconnection is required under Tariff, Attachment DD, section 5.10(a) to establish a separate 
VRR Curve for such Delivery Year.  For the PJM Region, the Minimum Annual Resource 
Requirement shall be equal to the RTO Reliability Requirement minus [the Sub-Annual 
Resource Reliability Target for the RTO in Unforced Capacity].  For an LDA, the Minimum 
Annual Resource Requirement shall be equal to the LDA Reliability Requirement minus [the 
LDA CETL] minus [the Sub-Annual Resource Reliability Target for such LDA in Unforced 
Capacity]. The LDA CETL may be adjusted pro rata for the amount of load served under the 
FRR Alternative.

Minimum Down Time:

For all generating units that are not combined cycle units, “Minimum Down Time” shall mean 
the minimum number of hours under normal operating conditions between unit shutdown and 
unit startup, calculated as the shortest time difference between the unit’s generator breaker 
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opening and after the unit’s generator breaker closure, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For combined cycle 
units, “Minimum Down Time” shall mean the minimum number of hours between the last 
generator breaker opening and after first combustion turbine generator breaker closure, which is 
typically indicated by telemetered or aggregated State Estimator megawatts greater than zero.

Minimum Extended Summer Resource Requirement:

“Minimum Extended Summer Resource Requirement” shall mean, for Delivery Years through 
May 31, 2017, the minimum amount of capacity that PJM will seek to procure from Extended 
Summer Demand Resources and Annual Resources for the PJM Region and for each Locational 
Deliverability Area for which the Office of the Interconnection is required under Tariff, 
Attachment DD, section 5.10(a) to establish a separate VRR Curve for such Delivery Year.  For 
the PJM Region, the Minimum Extended Summer Resource Requirement shall be equal to the 
RTO Reliability Requirement minus [the Limited Demand Resource Reliability Target for the 
PJM Region in Unforced Capacity].  For an LDA, the Minimum Extended Summer Resource 
Requirement shall be equal to the LDA Reliability Requirement minus [the LDA CETL] minus 
[the Limited Demand Resource Reliability Target for such LDA in Unforced Capacity].  The 
LDA CETL may be adjusted pro rata for the amount of load served under the FRR Alternative.

Minimum Generation Emergency:

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

Minimum Participation Requirements:

“Minimum Participation Requirements” shall mean a set of minimum training, risk management, 
communication and capital or collateral requirements required for Participants in the PJM 
Markets, as set forth herein and in the Form of Annual Certification set forth as Tariff, 
Attachment Q, Appendix 1.  Participants transacting in FTRs in certain circumstances will be 
required to demonstrate additional risk management procedures and controls as further set forth 
in the Annual Certification found in Tariff, Attachment Q, Appendix 1.

Minimum Run Time:

For all generating units that are not combined cycle units, “Minimum Run Time” shall mean the 
minimum number of hours a unit must run, in real-time operations, from the time after generator 
breaker closure, which is typically indicated by telemetered or aggregated State Estimator 
megawatts greater than zero, to the time of generator breaker opening, as measured by PJM's 
State Estimator. For combined cycle units, “Minimum Run Time” shall mean the time period 
after the first combustion turbine generator breaker closure, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero, and the last generator 
breaker opening as measured by PJM’s State Estimator.
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MISO:

“MISO” shall mean the Midcontinent Independent System Operator, Inc. or any successor 
thereto.

MOPR Floor Offer Price:

“MOPR Floor Offer Price” shall mean a minimum offer price applicable to certain Market 
Seller’s Capacity Resources under certain conditions, as determined in accordance with Tariff, 
Attachment DD, sections 5.14(h) and 5.14(h-1).

Multi-Driver Project:

“Multi-Driver Project” shall have the same meaning provided in the Operating Agreement.

Native Load Customers:

“Native Load Customers” shall mean the wholesale and retail power customers of a 
Transmission Owner on whose behalf the Transmission Owner, by statute, franchise, regulatory 
requirement, or contract, has undertaken an obligation to construct and operate the Transmission 
Owner’s system to meet the reliable electric needs of such customers.

NERC:

“NERC” shall mean the North American Electric Reliability Corporation or any successor 
thereto.

NERC Interchange Distribution Calculator:

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

Net Benefits Test:

“Net Benefits Test” shall mean a calculation to determine whether the benefits of a reduction in 
price resulting from the dispatch of Economic Load Response exceeds the cost to other loads 
resulting from the billing unit effects of the load reduction, as specified in Operating Agreement, 
Schedule 1, section 3.3A.4 and the parallel provisions of Tariff, Attachment K-Appendix, section 
3.3A.4.

Net Cost of New Entry:  

“Net Cost of New Entry” shall mean the Cost of New Entry minus the Net Energy and Ancillary 
Service Revenue Offset.
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Net Obligation:

“Net Obligation” shall mean the amount owed to PJMSettlement and PJM for purchases from the 
PJM Markets, Transmission Service, (under Tariff, Parts II and III , and other services pursuant 
to the Agreements, after applying a deduction for amounts owed to a Participant by 
PJMSettlement as it pertains to monthly market activity and services.  Should other markets be 
formed such that Participants may incur future Obligations in those markets, then the aggregate 
amount of those Obligations will also be added to the Net Obligation.

Net Sell Position:

“Net Sell Position” shall mean the amount of Net Obligation when Net Obligation is negative.

Network Customer:

“Network Customer” shall mean an entity receiving transmission service pursuant to the terms of 
the Transmission Provider’s Network Integration Transmission Service under Tariff, Part III.

Network External Designated Transmission Service:

“Network External Designated Transmission Service” shall have the meaning set forth in 
Reliability Assurance Agreement, Article I.

Network Integration Transmission Service:

“Network Integration Transmission Service” shall mean the transmission service provided under 
Tariff, Part III.

Network Load:

“Network Load” shall mean the load that a Network Customer designates for Network 
Integration Transmission Service under Tariff, Part III.  The Network Customer’s Network 
Load shall include all load (including losses, Non-Dispatched Charging Energy, and Load 
Serving Charging Energy) served by the output of any Network Resources designated by the 
Network Customer.  A Network Customer may elect to designate less than its total load as 
Network Load but may not designate only part of the load at a discrete Point of Delivery.  
Where an Eligible Customer has elected not to designate a particular load at discrete points of 
delivery as Network Load, the Eligible Customer is responsible for making separate 
arrangements under Tariff, Part II for any Point-To-Point Transmission Service that may be 
necessary for such non-designated load.  Network Load shall not include Dispatched Charging 
Energy.

Network Operating Agreement:
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“Network Operating Agreement” shall mean an executed agreement that contains the terms and 
conditions under which the Network Customer shall operate its facilities and the technical and 
operational matters associated with the implementation of Network Integration Transmission 
Service under Tariff, Part III.

Network Operating Committee:

“Network Operating Committee” shall mean a group made up of representatives from the 
Network Customer(s) and the Transmission Provider established to coordinate operating criteria 
and other technical considerations required for implementation of Network Integration 
Transmission Service under Tariff, Part III. 

Network Resource:

“Network Resource” shall mean any designated generating resource owned, purchased, or leased 
by a Network Customer under the Network Integration Transmission Service Tariff.  Network 
Resources do not include any resource, or any portion thereof, that is committed for sale to third 
parties or otherwise cannot be called upon to meet the Network Customer’s Network Load on a 
non-interruptible basis, except for purposes of fulfilling obligations under a reserve sharing 
program.

Network Service User:

“Network Service User” shall mean an entity using Network Transmission Service.

Network Transmission Service:

“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 
terms and conditions set forth in Tariff, Part III, or transmission service comparable to such 
service that is provided to a Load Serving Entity that is also a Transmission Owner.

Network Upgrades:

“Network Upgrades” shall mean modifications or additions to transmission-related facilities that 
are integrated with and support the Transmission Provider’s overall Transmission System for the 
general benefit of all users of such Transmission System. Network Upgrades shall include:

(i) Direct Connection Network Upgrades which are Network Upgrades that are not part 
of an Affected System; only serve the Customer Interconnection Facility; and have no impact or 
potential impact on the Transmission System until the final tie-in is complete.  Both 
Transmission Provider and Interconnection Customer must agree as to what constitutes Direct 
Connection Network Upgrades and identify them in the Interconnection Construction Service 
Agreement, Schedule D.  If the Transmission Provider and Interconnection Customer disagree 
about whether a particular Network Upgrade is a Direct Connection Network Upgrade, the 
Transmission Provider must provide the Interconnection Customer a written technical 
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explanation outlining why the Transmission Provider does not consider the Network Upgrade to 
be a Direcct Connection Network Upgrade within 15 days of its determination.

(ii) Non-Direct Connection Network Upgrades which are parallel flow Network 
Upgrades that are not Direct Connection Network Upgrades.

Neutral Party:

“Neutral Party” shall have the meaning provided in Tariff, Part I, section 9.3(v).

New Entry Capacity Resource with State Subsidy:

“New Entry Capacity Resource with State Subsidy” shall mean (1) starting with the 2022/2023 
Delivery Year, the MWs (in installed capacity) comprising a Capacity Resource with State 
Subsidy that have not cleared in an RPM Auction pursuant to its Sell Offer at or above its 
resource-specific MOPR Floor Offer Price or the applicable default New Entry MOPR Floor 
Offer Price or (2) starting with the Base Residual Auction for the 2022/2023 Delivery Year, any 
of those MWs (in installed capacity) comprising a Capacity Resource with State Subsidy that 
was not included in an FRR Capacity Plan at the time of the Base Residual Auction or the 
subject of a Sell Offer in a Base Residual Auction occurring for a Delivery Year after it last 
cleared an RPM Auction and since then has yet to clear an RPM Auction pursuant to its Sell 
Offer at or above its resource-specific MOPR Floor Offer Price or the applicable default New 
Entry MOPR Floor Offer Price.  

New PJM Zone(s):

“New PJM Zone(s)” shall mean the Zone included in the Tariff, along with applicable Schedules 
and Attachments, for Commonwealth Edison Company, The Dayton Power and Light Company 
and the AEP East Operating Companies (Appalachian Power Company, Columbus Southern 
Power Company, Indiana Michigan Power Company, Kentucky Power Company, Kingsport 
Power Company, Ohio Power Company and Wheeling Power Company).

New Service Customers:

“New Service Customers” shall mean all customers that submit an Interconnection Request, a 
Completed Application, or an Upgrade Request that is pending in the New Services Queue.

New Service Request:

“New Service Request” shall mean an Interconnection Request, a Completed Application, or an 
Upgrade Request.

New Services Queue:
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“New Service Queue” shall mean all Interconnection Requests, Completed Applications, and 
Upgrade Requests that are received within each six-month period ending on April 30 and 
October 31 of each year shall collectively comprise a New Services Queue.

New Services Queue Closing Date:

“New Services Queue Closing Date” shall mean each April 30 and October 31 shall be the 
Queue Closing Date for the New Services Queue comprised of Interconnection Requests, 
Completed Applications, and Upgrade Requests received during the six-month period ending on 
such date.

New York ISO or NYISO:

“New York ISO” or “NYISO” shall mean the New York Independent System Operator, Inc. or 
any successor thereto.

Nodal Reference Price:

The “Nodal Reference Price” at each location shall mean the 97th percentile price differential 
between day-ahead and real-time prices experienced over the corresponding two-month 
reference period in the prior calendar year.   Reference periods will be Jan-Feb, Mar-Apr, 
May-Jun, Jul-Aug, Sept-Oct, Nov-Dec.  For any given current-year month, the reference period 
months will be the set of two months in the prior calendar year that include the month 
corresponding to the current month.  For example, July and August 2003 would each use 
July-August 2002 as their reference period.

No-load Cost: 

“No-load Cost” shall mean the hourly cost required to create the starting point of a 

monotonically increasing incremental offer curve for a generating unit.

Nominal Rated Capability:

“Nominal Rated Capability” shall mean the nominal maximum rated capability in megawatts of 
a Transmission Interconnection Customer’s Customer Facility or the nominal increase in 
transmission capability in megawatts of the Transmission System resulting from the 
interconnection or addition of a Transmission Interconnection Customer’s Customer Facility, as 
determined in accordance with pertinent Applicable Standards and specified in the 
Interconnection Service Agreement.

Nominated Demand Resource Value:

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

Nominated Energy Efficiency Value: 

“Nominated Energy Efficiency Value” shall mean the amount of load reduction that an Energy 
Efficiency Resource commits to provide through installation of more efficient devices or 
equipment or implementation of more efficient processes or systems.

Non-Dispatched Charging Energy: 

“Non-Dispatched Charging Energy” shall mean all Direct Charging Energy that an Energy 
Storage Resource Model Participant receives from the electric grid that is not otherwise 
Dispatched Charging Energy.

Non-Firm Point-To-Point Transmission Service:

“Non-Firm Point-To-Point Transmission Service” shall mean Point-To-Point Transmission 
Service under the Tariff that is reserved and scheduled on an as-available basis and is subject to 
Curtailment or Interruption as set forth in Tariff, Part II, section 14.7.  Non-Firm Point-To-Point 
Transmission Service is available on a stand-alone basis for periods ranging from one hour to 
one month.

Non-Firm Sale:

“Non-Firm Sale” shall mean an energy sale for which receipt or delivery may be interrupted for 
any reason or no reason, without liability on the part of either the buyer or seller.

Non-Firm Transmission Withdrawal Rights:

“No-Firm Transmission Withdrawal Rights” shall mean the rights to schedule energy 
withdrawals from a specified point on the Transmission System. Non-Firm Transmission 
Withdrawal Rights may be awarded only to a Merchant D.C. Transmission Facility that connects 
the Transmission System to another control area. Withdrawals scheduled using Non-Firm 
Transmission Withdrawal Rights have rights similar to those under Non-Firm Point-to-Point 
Transmission Service.

Non-Performance Charge:

“Non-Performance Charge” shall mean the charge applicable to Capacity Performance 
Resources as defined in Tariff, Attachment DD, section 10A(e).

Nonincumbent Developer:

“Nonincumbent Developer” shall have the same meaning provided in the Operating Agreement.
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Non-Regulatory Opportunity Cost:

“Non-Regulatory Opportunity Cost” shall mean the difference between (a) the forecasted cost to 
operate a specific generating unit when the unit only has a limited number of starts or available 
run hours resulting from (i) the physical equipment limitations of the unit, for up to one year, due 
to original equipment manufacturer recommendations or insurance carrier restrictions, (ii) a fuel 
supply limitation, for up to one year, resulting from an event of Catastrophic Force Majeure; and,  
(b) the forecasted future Locational Marginal Price at which the generating unit could run while 
not violating such limitations.  Non-Regulatory Opportunity Cost therefore is the value 
associated with a specific generating unit’s lost opportunity to produce energy during a higher 
valued period of time occurring within the same period of time in which the unit is bound by the 
referenced restrictions, and is reflected in the rules set forth in PJM Manual 15.  Non-Regulatory 
Opportunity Costs shall be limited to those resources which are specifically delineated in 
Operating Agreement, Schedule 2. 

Non-Retail Behind The Meter Generation:

“Non-Retail Behind The Meter Generation” shall mean Behind the Meter Generation that is used 
by municipal electric systems, electric cooperatives, or electric distribution companies to serve 
load.

Non-Synchronized Reserve:

“Non-Synchronized Reserve” shall mean the reserve capability of non-emergency generation 
resources that can be converted fully into energy within ten minutes of a request from the Office 
of the Interconnection dispatcher, and is provided by equipment that is not electrically 
synchronized to the Transmission System.

Non-Synchronized Reserve Event:

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

Non-Variable Loads:

“Non-Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, 
section 1.5A.6, and the parallel provisions of Tariff, Attachment K-Appendix, section 1.5A.6.

Non-Zone Network Load:

“Non-Zone Network Load shall mean Network Load that is located outside of the PJM Region.

Normal Maximum Generation:
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“Normal Maximum Generation” shall mean the highest output level of a generating resource 
under normal operating conditions.

Normal Minimum Generation:

“Normal Minimum Generation” shall mean the lowest output level of a generating resource 
under normal operating conditions.
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4. GENERAL PROVISIONS

4.1 Capacity Market Sellers

Only Capacity Market Sellers shall be eligible to submit Sell Offers into the Base Residual 
Auction and Incremental Auctions.  Capacity Market Sellers shall comply with the terms and 
conditions of all Sell Offers, as established by the Office of the Interconnection in accordance 
with this Attachment DD, Tariff, Attachment M, Tariff, Attachment M - Appendix and the 
Operating Agreement. 

4.2 Capacity Market Buyers

Only Capacity Market Buyers shall be eligible to submit Buy Bids into an Incremental Auction.  
Capacity Market Buyers shall comply with the terms and conditions of all Buy Bids, as 
established by the Office of the Interconnection in accordance with this Attachment DD, Tariff, 
Attachment M, Tariff, Attachment M - Appendix and the Operating Agreement. 

4.3 Agents

A Capacity Market Seller may participate in a Base Residual Auction or Incremental Auction 
through an Agent, provided that the Capacity Market Seller informs the Office of the 
Interconnection in advance in writing of the appointment and authority of such Agent. A 
Capacity Market Buyer may participate in an Incremental Auction through an Agent, provided 
that the Capacity Market Buyer informs the Office of the Interconnection in advance in writing 
of the appointment and authority of such Agent. A Capacity Market Buyer or Capacity Market 
Seller participating in such an auction through an Agent shall be bound by all of the acts or 
representations of such Agent with respect to transactions in such auction. Any written 
instrument establishing the authority of such Agent shall provide that any such Agent shall 
comply with the requirements of this Attachment DD and the Operating Agreement.

4.4 General Obligations of Capacity Market Buyers and Capacity Market Sellers
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Each Capacity Market Buyer and Capacity Market Seller shall comply with all laws and 
regulations applicable to the operation of the Base Residual and Incremental Auctions and the 
use of these auctions shall comply with all applicable provisions of this Attachment DD, Tariff, 
Attachment M, Tariff, Attachment M - Appendix, Tariff, Attachment Q, the Operating 
Agreement, and the Reliability Assurance Agreement, Tariff, Attachment K-Appendix, section 
1.4 and the parallel provisions of Operating Agreement, Schedule 1, section 1.4, and all 
procedures and requirements for the conduct of the Base Residual and Incremental Auctions and 
the PJM Region established by the Office of the Interconnection in accordance with the 
foregoing.

4.5 Confidentiality

The following information submitted to the Office of the Interconnection in connection with any 
Base Residual Auction, Incremental Auction, Reliability Backstop Auction, or Capacity 
Performance Transition Incremental Auction shall be deemed confidential information for 
purposes of Operating Agreement, section 18.17, Tariff, Attachment M and Tariff, Attachment 
M - Appendix:  (i) the terms and conditions of the Sell Offers and Buy Bids; and (ii) the terms 
and conditions of any bilateral transactions for Capacity Resources.

4.6 Bilateral Capacity Transactions

(a) Unit-Specific Internal Capacity Bilateral Transaction Transferring All Rights and 
Obligations (“Section 4.6(a) Bilateral”).

(i) Market Participants may enter into unit-specific internal bilateral capacity 
contracts for the purchase and sale of title and rights to a specified amount of installed capacity 
from a specific generating unit or units.  Such bilateral capacity contracts shall be for the 
transfer of rights to capacity to and from a Market Participant and shall be reported to the Office 
of the Interconnection in accordance with this Attachment DD and the Office of the 
Interconnection’s rules related to its eRPM tools.  

(ii) For purposes of clarity, with respect to all Section 4.6(a) Bilateral 
transactions, the rights to, and obligations regarding, the capacity that is the subject of the 
transaction shall pass to the buyer under the contract at the location of the unit and further 
transactions and rights and obligations associated with such capacity shall be the responsibility 
of the buyer under the contract. Such obligations include any charges, including penalty charges, 
relating to the capacity under this Attachment DD.  In no event shall the purchase and sale of the 
rights to capacity pursuant to a Section 4.6(a) Bilateral constitute a transaction with the Office of 
the Interconnection or PJMSettlement or a transaction in any auction under this Attachment DD.  

(iii) All payments and related charges associated with a Section 4.6(a) Bilateral 
shall be arranged between the parties to the transaction and shall not be billed or settled by the 
Office of the Interconnection or PJMSettlement.  The Office of the Interconnection, 
PJMSettlement, and the Members will not assume financial responsibility for the failure of a 
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party to perform obligations owed to the other party under a Section 4.6(a) Bilateral reported to 
the Office of the Interconnection under this Attachment DD.  

(iv) With respect to capacity that is the subject of a Section 4.6(a) Bilateral that 
has cleared an auction under this Attachment DD prior to a transfer, the buyer of the cleared 
capacity shall be considered in the Delivery Year the party to a transaction with PJMSettlement 
as Counterparty for the cleared capacity at the Capacity Resource Clearing Price published for 
the applicable auction.

(v) A buyer under a Section 4.6(a) Bilateral contract shall pay any penalties or 
charges associated with the capacity transferred under the contract.  To the extent the capacity 
that is the subject of a Section 4.6(a) Bilateral contract has cleared an auction under this 
Attachment DD prior to a transfer, then the seller under the contract also shall guarantee and 
indemnify the Office of the Interconnection, PJMSettlement, and the Members for the buyer’s 
obligation to pay any penalties or charges associated with the capacity and for which payment is 
not made to PJMSettlement by the buyer as determined by the Office of the Interconnection.  
All claims regarding a default of a buyer to a seller under a Section 4.6(a) Bilateral contract shall 
be resolved solely between the buyer and the seller.  

(vi) To the extent the capacity that is the subject of the Section 4.6(a) Bilateral 
transaction already has cleared an auction under this Attachment DD, such bilateral capacity 
transactions shall be subject to the prior consent of the Office of the Interconnection and its 
determination that sufficient credit is in place for the buyer with respect to the credit exposure 
associated with such obligations.

(b) Bilateral Capacity Transaction Transferring Title to Capacity But Not 
Transferring Performance Obligations (“Section 4.6(b) Bilateral”).  

(i) Market Participants may enter into bilateral capacity transactions for the 
purchase and sale of a specified megawatt quantity of capacity that has cleared an auction 
pursuant to this Attachment DD.  The parties to a Section 4.6(b) Bilateral transaction shall 
identify (1) each unit from which the transferred megawatts are being sold, and (2) the auction in 
which the transferred megawatts cleared.  Such bilateral capacity transactions shall transfer title 
and all rights with respect to capacity and shall be reported to the Office of the Interconnection 
on an annual basis prior to each Delivery Year in accordance with this Attachment DD and 
pursuant to the Office of the Interconnection’s rules related to its eRPM tools. Reported 
transactions with respect to a unit will be accepted by the Office of the Interconnection only to 
the extent that the total of all bilateral sales from the reported unit (including Section 4.6(a) 
Bilaterals, Section 4.6(b) Bilaterals, and Locational UCAP bilaterals) do not exceed the unit’s 
cleared unforced capacity.

(ii) For purposes of clarity, with respect to all Section 4.6(b) Bilateral 
transactions, the rights to the capacity shall pass to the buyer at the location of the unit(s) 
specified in the reported transaction.  In no event shall the purchase and sale of the rights to 
capacity pursuant to a Section 4.6(b) Bilateral constitute a transaction with PJMSettlement or the 
Office of the Interconnection or a transaction in any auction under this Attachment DD.  
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(iii) With respect to a Section 4.6(b) Bilateral, the buyer of the cleared capacity 
shall be considered in the Delivery Year the party to a transaction with PJMSettlement as 
Coutnerparty for the cleared capacity at the Capacity Resource Clearing Price published for the 
applicable auction; provided, however, with respect to all Section 4.6(b) Bilateral transactions, 
such transactions do not effect a novation of the seller’s obligations to make RPM capacity 
available to PJM pursuant to the terms and conditions originally agreed to by the seller; provided 
further, however, the buyer shall indemnify PJMSettlement, the LLC, and the Members for any 
failure by a seller under a Section 4.6(b) Bilateral to meet any resulting obligations, including the 
obligation to pay deficiency penalties and charges owed to PJMSettlement, associated with the 
capacity.  

(iv) All payments and related charges associated with a Section 4.6(b) 
Bilateral shall be arranged between the parties to the contract and shall not be billed or settled by 
the Office of the Interconnection or PJMSettlement.  The Office of the Interconnection, 
PJMSettlement, and the Members will not assume financial responsibility for the failure of a 
party to perform obligations owed to the other party under a Section 4.6(b) Bilateral capacity 
contract reported to the Office of the Interconnection under this Attachment DD.  

(v) All claims regarding a default of a buyer to a seller under a Section 4.6(b) 
Bilateral shall be resolved solely between the buyer and the seller.  

(c) Locational UCAP Bilateral Transactions Between Capacity Sellers. 

(i) Market Participants may enter into Locational UCAP bilateral transactions  
which shall be reported to the Office of the Interconnection in accordance with this Attachment 
DD and the LLC’s rules related to its eRPM tools.  

(ii) For purposes of clarity, with respect to all Locational UCAP bilateral 
transactions, the rights to the Locational UCAP that are the subject of the Locational UCAP 
bilateral transaction shall pass to the buyer under the Locational UCAP bilateral contract subject 
to the provisions of Tariff, Attachment DD, section 5.3A.  In no event, shall the purchase and 
sale of Locational UCAP pursuant to a Locational UCAP bilateral transaction constitute a 
transaction with the Office of the Interconnection or PJMSettlement, or a transaction in any 
auction under this Attachment DD.  

(iii) A Locational UCAP Seller shall have the obligation to make the capacity 
available to PJM in the same manner as capacity that has cleared an auction under this 
Attachment DD and the Locational UCAP Seller shall have all obligations for charges and 
penalties associated with the capacity that is the subject of the Locational UCAP bilateral 
contract; provided, however, the buyer shall indemnify PJMSettlement, the LLC, and the 
Members for any failure by a seller to meet any resulting obligations, including the obligation to 
pay deficiency penalties and charges owed to PJMSettlement, associated with the capacity.  All 
claims regarding a default of a buyer to a seller under a Locational UCAP bilateral contract shall 
be resolved solely between the buyer and the seller.  
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(iv) All payments and related charges for the Locational UCAP associated 
with a Locational UCAP bilateral contract shall be arranged between the parties to such bilateral 
contract and shall not be billed or settled by the Office of the Interconnection or PJMSettlement.  
The LLC, PJMSettlement, and the Members will not assume financial responsibility for the 
failure of a party to perform obligations owed to the other party under a Locational UCAP 
bilateral contract reported to the Office of the Interconnection under this Attachment DD.  

(d) The bilateral transactions provided for in this section 4.6 shall be for the physical 
transfer of capacity to or from a Market Participant and shall be reported to and coordinated with 
the Office of the Interconnection in accordance with this Attachment DD and pursuant to the 
Office of the Interconnection’s rules relating to its eRPM tools.  Bilateral transactions that do 
not contemplate the physical transfer of capacity to and from a Market Participant are not subject 
to this Attachment DD and shall not be reported to and coordinated with the Office of the 
Interconnection.

(e) Effective with the 2022/2023 Delivery Year, any bilateral transaction provided for 
in this section 4.6 for replacement capacity shall be given no effect in satisfying the buyer’s 
obligations under this Attachment DD to the extent that the resource that is the subject of the 
transaction is a Capacity Resource with State Subsidy for which the Capacity Market Seller has 
not elected to forego receipt of any State Subsidy for the relevant Delivery Year and does not 
qualify for one of the categorical exemptions described in Tariff, Attachment DD, sections 
5.14(h-1)(5) through 5.14(h-1)(8) and the purchased capacity is then used to replace capacity 
from a Capacity Resource that (1) is not a Capacity Resource with State Subsidy or (2) is a 
Capacity Resource with State Subsidy for which the Capacity Market Seller elected the 
competitive exemption pursuant Tariff, Attachment DD, section 5.14(h-1)(4) or reported that it 
will forego receipt of any State Subsidy for the relevant Delivery Year, all as in accordance with 
the PJM Manuals.  
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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 
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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 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:
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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 EFORd).

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:

(i) 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). 

(ii) 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

(iii) 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 
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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 
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 
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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:

i) 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.

ii) 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 
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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 
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 New Generation Capacity Resources that 
are not Capacity Resources with State Subsidy

(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.  
This section only applies to new Generation Capacity Resources that do not receive or are not 
entitled to receive a State Subsidy, meaning that such resources are not Capacity Resources with 
State Subsidy.  To the extent a new Generation Capacity Resource is a Capacity Resource with 
State Subsidy, then the provisions in Tariff, Attachment DD, section 5.14(h-1) apply.

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.
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CONE Area 1 CONE Area 2 CONE Area 3 CONE Area 4
CT 
$/MW-yr

132,200 130,300 128,990 130,300

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 Peak-Hour Dispatch, for each such period that the resource is economic (using the test set 
forth in such definition), 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 either (i) or (ii), and (iii): 

i) 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

ii) 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; 
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iii) 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.

(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:

i) 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.

ii) 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 
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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.  

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 
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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. 

h-1) Minimum Offer Price Rule for Capacity Resources with State Subsidy

(1) General Rule.  Any Sell Offer based on either a New Entry Capacity 
Resource with State Subsidy or a Cleared Capacity Resource with a State Subsidy submitted in 
any RPM Auction shall have an offer price no lower than the applicable MOPR Floor Offer 
Price, unless the Capacity Market Seller qualifies for an exemption with respect to such Capacity 
Resource with a State Subsidy prior to the submission of such offer.

(A) Effect of Exemption.  To the extent a Sell Offer in any RPM 
Auction is based on a Capacity Resource with State Subsidy that qualifies for any of the 
exemptions defined in Tariff, Attachment DD, sections 5.14(h-1)(4)-(8), the Sell Offer for such 
resource shall not be limited by the MOPR Floor Offer Price, unless otherwise specified.  

(B) Effect of Exception. To the extent a Sell Offer in any RPM 
Auction for any Delivery Year is based on a Capacity Resource with State Subsidy for which the 
Capacity Market Seller obtains, prior to the submission of such offer, a resource-specific 
exception, such offer may include an offer price below the default MOPR Floor Offer Price 
applicable to such resource type, but no lower than the resource-specific MOPR Floor Offer 
Price determined in such exception process.  

(C) Process for Establishing a Capacity Resource with a State Subsidy. 

(i) By no later than one hundred and twenty (120) days prior 
to the commencement of the offer period of any RPM Auction conducted for the 2022/2023 
Delivery Year and all subsequent Delivery Years, each Capacity Market Seller must certify to the 
Office of Interconnection, in accordance with the PJM Manuals, whether or not each Capacity 
Resource (other than Demand Resource and Energy Efficiency Resource) that the Capacity 
Market Seller intends to offer into the RPM Auction qualifies as a Capacity Resource with a 
State Subsidy (including by way of Jointly Owned Cross-Subsidized Capacity Resource) and 
identify (with specificity) any State Subsidy.  Capacity Market Sellers that intend to offer a 
Demand Resource or an Energy Efficiency Resource into the RPM Auction shall certify to the 
Office of Interconnection, in accordance with the PJM Manuals, whether or not such Demand 
Resource or Energy Efficiency Resource qualifies as a Capacity Resource with a State Subsidy no 
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later than thirty (30) days prior to the commencement of the offer period of any RPM Auction 
conducted for the 2022/2023 Delivery Year and all subsequent Delivery Years. All Capacity 
Market Sellers shall be responsible for each certification irrespective of any guidance developed 
by the Office of the Interconnection and the Market Monitoring Unit.  A Capacity Resource 
shall be deemed a Capacity Resource with State Subsidy if the Capacity Market Seller fails to 
timely certify whether or not a Capacity Resource is entitled to a State Subsidy unless the 
Capacity Market Seller receives a waiver from the Commission.  Notwithstanding, if a Capacity 
Market Seller submits a timely resource-specific exception pursuant to Tariff, Attachment DD, 
section 5.14(h-1)(3) for the relevant Delivery Year, and PJM approves the resource-specific 
MOPR Floor Offer Price, then the Capacity Market Seller may use such floor price regardless of 
whether it timely certified whether or not the resource is a Capacity Resource with State 
Subsidy.  

(ii) The requirements in subsection (i) above do not apply to 
Capacity Resources for which the Market Seller designated whether or not it is subject to a 
State Subsidy and the associated subsidies to which the Capacity Resource is entitled in a prior 
Delivery Year, unless there has been a change in the set of those State Subsidy(ies), or for those 
which are eligible for the Demand Resource or Energy Efficiency exemption, Capacity Storage 
Resource exemption, Self-Supply Entity exemption, or the Renewable Portfolio Standard 
exemption.  

(iii) Once a Capacity Market Seller has certified a Capacity 
Resource as a Capacity Resource with a State Subsidy, the status of such Capacity Resource will 
remain unchanged unless and until the Capacity Market Seller (or a subsequent Capacity 
Market Seller) that owns or controls such Capacity Resource provides a certification of a change 
in such status, the Office of the Interconnection removes such status, or by FERC order.  All 
Capacity Market Sellers shall have an ongoing obligation to certify to the Office of 
Interconnection and the Market Monitoring Unit a Capacity Resource’s material change in 
status as a Capacity Resource with State Subsidy within 30 days of such material change, unless 
such material change occurs within 30 days of the commencement of the offer period of any 
RPM Auction for the 2022/2023 Delivery Year and all subsequent Delivery Years, in which case 
the Market Seller must notify PJM no later than 5 days prior to the commencement of the offer 
period of any RPM Auction for the 2022/2023 Delivery Year and all subsequent Delivery Years. 
Nothing in this provision shall supersede the requirement for all Capacity Market Sellers to 
certify to the Office of Interconnection whether its resource meets the criteria of a Capacity 
Resource with State Subsidy pursuant to Tariff, Attachment DD, section 5.14(h-1)(1)(C)(i). 

(2) Minimum Offer Price Rule.  Any Sell Offer for a New Entry Capacity 
Resource with State Subsidy or a Cleared Capacity Resource with State Subsidy that does not 
qualify for any of the exemptions, as defined in Tariff, Attachment DD, sections 
5.14(h-1)(4)-(8), shall have an offer price no lower than the applicable MOPR Floor Offer Price, 
unless the applicable MOPR Floor Offer Price is higher than the applicable Market Seller Offer 
Cap, in which circumstance the Capacity Resource with State Subsidy must seek a 
resource-specific value determined in accordance with the resource-specific MOPR Floor Offer 
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Price process to participate in an RPM Auction.  In the event the resource-specific MOPR Floor 
Offer Price is greater than the applicable Market Seller Offer Cap, the Capacity Market Seller of 
such Capacity Resource may only submit an offer for such resource equal to the 
resource-specific MOPR Floor Offer Price into the relevant RPM Auction notwithstanding the 
provisions in Tariff, Attachment DD, section 6.4(a) or Tariff, Attachment DD, section 6.5(a).

(A) New Entry MOPR Floor Offer Price. For a New Entry Capacity 
Resource with State Subsidy the applicable MOPR Floor Offer Price, based on the net cost of 
new entry for each resource type, shall be, at the election of the Capacity Market Seller, (i) the 
resource-specific value determined in accordance with the resource-specific MOPR Floor Offer 
Price process in Tariff, Attachment DD, section 5.14(h-1)(3) below or (ii) if applicable, the 
default New Entry MOPR Floor Offer Price for the applicable resource based on the gross cost 
of new entry values shown in the table below, as adjusted for Delivery Years subsequent to the 
2022/2023 Delivery Year, net of estimated net energy and ancillary service revenues for the 
resource type and Zone in which the resource is located.

Resource Type Gross Cost of New Entry 
(2022/2023 $/ MW-day)

(Nameplate)

Nuclear $2,000

Coal $1,068

Combined Cycle $320

Combustion Turbine $294

Fixed Solar PV $271

Tracking Solar PV $290

Onshore Wind $420

Offshore Wind $1,155

Battery Energy Storage $532

Diesel Backed Demand 
Resource

$254

The gross cost of new entry values in the table above are expressed in dollars per MW-day in 
terms of nameplate megawatts.  For purposes of submitting a Sell Offer, the gross cost of new 
entry values must be converted to a net  cost of new entry by subtracting the estimated net 
energy and ancillary service revenues, as determined below, from the gross cost of new entry.  
However, the resultant net cost of new entry of the battery energy storage resource type in the 
table above must be multiplied by 2.5.  The net cost of new entry based on nameplate 
capacity is then  converted to Unforced Capacity (“UCAP”) MW-day.  To determine the 
applicable UCAP MW-day value, the net cost of new entry is adjusted as follows:  for thermal 
generation resource types and battery energy storage resource types, the applicable class 
average EFORd; for wind and solar generation resource types, the applicable class average 
capacity value factor; or for Demand Resources and Energy Efficiency Resources, the Forecast 
Pool Requirement, as applicable to the relevant RPM Auction.  The resulting default New 
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Entry MOPR Floor Offer price in UCAP/MW-day terms shall be applied to each MW offered for 
the Capacity Resource regardless of the actual Sell Offer quantity and regardless of whether the 
Sell Offer is for a Seasonal Capacity Performance Resource.

The default New Entry MOPR Floor Offer Price for load-backed Demand Resources (i.e., the 
MW portion of Demand Resources that is not supported by generation) shall be separately 
determined for each Locational Deliverability Area as the MW-weighted average offer price of 
load-backed Demand Resources from the most recent three Base Residual Auctions, where the 
MW weighting shall be determined based on the portion of each Sell Offer for a load-backed
portion of the Demand Resource that is supported by end-use customer locations on the 
registrations used in the pre-registration process for such Base Residual Auctions, as described 
in the PJM Manuals.  

For generation-backed Demand Resources that are not powered by diesel generators, the 
default New Entry MOPR Floor Offer Price shall be the default New Entry MOPR Floor Offer 
Price applicable to their technology type.  Generation-backed Demand Resources using a 
technology type for which there is no default MOPR Floor Offer Price provided in accordance 
with this section must seek a resource-specific value determined in accordance with the 
resource-specific MOPR Floor Offer Price process in Tariff, Attachment DD, section 5.14(h-1)(3) 
below to participate in an RPM Auction.

The default New Entry MOPR Floor Offer Price for Energy Efficiency Resources shall be 
$64/ICAP MW-Day (Net Cost of New Entry).

Commencing with the Base Residual Auction for the 2023/2024 Delivery Year, the Office of the 
Interconnection shall adjust the default gross costs of new entry in the table above and for 
load-backed Demand Resources, and post the preliminary estimates of the adjusted applicable 
default New Entry MOPR Floor Offer Prices on its website, by no later than one hundred fifty 
(150) days prior to the commencement of the offer period for each Base Residual Auction.  To 
determine the adjusted applicable default New Entry MOPR Floor Offer Prices for all resource 
types except for load-backed Demand Resources and Energy Efficiency Resources, the Office of 
the Interconnection shall adjust the gross costs of new entry utilizing, for combustion turbine 
and combined cycle resource types, the same Applicable BLS Composite Index applied for such 
Delivery Year to adjust the CONE value used to determine the Variable Resource Requirement 
Curve, in accordance with Tariff, Attachment DD, section 5.10(a)(iv), and for all other resource 
types, the “BLS Producer Price Index Turbines and Turbine Generator Sets” component of the 
Applicable BLS Composite Index used to determine the Variable Resource Requirement Curve 
shall be replaced with the “BLS Producer Price Index Final Demand, Goods Less Food & Energy, 
Private Capital Equipment” when adjusting the gross costs of new entry.  The resultant value 
shall then be then adjusted further by a factor of 1.022 for nuclear, coal, combustion turbine, 
combine cycle, and generation-backed Demand Resource types or 1.01 for solar, wind, and 
storage resource types to reflect the annual decline in bonus depreciation scheduled under 
federal corporate tax law.  Updated estimates of the net energy and ancillary service revenues 
for each default resource type and applicable Zone, which shall include, but are not limited to, 
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consideration of Fuel Costs, Maintenance Adders and Operating Costs, as applicable, pursuant 
to Operating Agreement, Schedule 2 shall then be subtracted from the adjusted gross costs of 
new entry to determine the adjusted New Entry MOPR Floor Offer Price.  The net energy and 
ancillary services revenue is equal to the average of the annual net revenues of the three most 
recent calendar years preceding the Base Residual Auction, where such annual net revenues 
shall be determined in accordance with the following and the PJM Manuals:  

(i) for nuclear resource type, the net energy and ancillary services revenue 
estimate shall be determined by the gross energy market revenue determined by the product 
of [average annual zonal day-ahead LMP times 8,760 hours times the annual average 
equivalent availability factor of all PJM nuclear resources] minus the total annual cost to 
produce energy determined by the product of [8,760 hours times the annual average 
equivalent availability factor of all PJM nuclear resources times $9.02/MWh for a single unit 
plant or $7.66/MWh for a multi-unit plant] where these hourly cost rates include fuel costs and 
variable operation and maintenance expenses, inclusive of Maintenance Adder costs, plus an 
ancillary services revenue of $3,350/MW-year; 

(ii) for coal resource type, the net energy and ancillary services revenue 
estimate shall be determined by a simulated dispatch of a 650 MW coal unit (with heat rate of 
8,638 BTU/kWh and variable operations and maintenance variable operation and maintenance 
expenses, inclusive of Maintenance Adder costs, of $9.50/MWh) using applicable coal prices, as 
set forth in the PJM Manuals, and an ancillary services revenue of $3,350/MW-year. The unit is 
committed day-ahead in profitable blocks of at least eight hours, and then committed in 
real-time for profitable hours if not already committed day ahead; 

(iii) for combustion turbine resource type, the net energy and ancillary 
services revenue estimate shall be determined in a manner consistent with the methodology 
described in Tariff, Attachment DD, section 5.10(a)(v)(B) for the Reference Resource 
combustion turbine.  

(iv) for combined cycle resource type, the net energy and ancillary services 
revenue estimate shall be determined in the same manner as that prescribed for a 
combustion turbine resource type, except that the heat rate assumed for the combined cycle 
resource shall be 6,553 BTU/kwh, the variable operations and maintenance expenses for such 
resource, inclusive of Maintenance Adder costs, shall be $2.11/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 Peak-Hour 
Dispatch, 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 services revenue shall be $3,350/MW-year. 

(v) for solar PV resource type, the net energy and ancillary services revenue 
estimate shall be determined using a solar resource model that provides the average MW 
output level, expressed as a percentage of nameplate rating, by hour of day (for each of the 
24-hours of a day) and by calendar month (for each of the twelve months of a year). The annual 
net energy market revenues are determined by multiplying the solar output level of each hour 
by the real-time zonal LMP applicable to such hour with this product summed across all of the 
hours of an annual period, plus an ancillary services revenue of $3,350/MW-year.  Two 
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separate solar resource models are used, one model for a fixed panel resource and a second 
model for a tracking panel resource; 

(vi) for onshore wind resource type, the net energy and ancillary services 
revenue estimate shall be determined using a wind resource model that provides the average 
MW output level, expressed as a percentage of nameplate rating, by hour of day (for each of 
the 24-hours of a day) and by calendar month (for each of the twelve months of a year). The 
annual energy market revenues are determined by multiplying the wind output level of each 
hour by the real-time zonal LMP applicable to such hour with this product summed across all of 
the hours of an annual period, plus an ancillary services revenue of $3,350/MW-year;

(vii) for offshore wind resource type, the net energy and ancillary services 
revenue estimate shall be the product of [the average annual zonal real-time LMP times 8,760 
hours times an assumed annual capacity factor of 45%], plus an ancillary services revenue of 
$3,350/MW-year;  

(viii) for Capacity Storage Resource, the net energy and ancillary services 
revenue estimate shall be estimated by a simulated dispatch against historical real-time zonal 
LMPs where the resource is assumed to be dispatched for the four hours of highest LMP of a 
daily twenty-four hour period if the average LMP of these four hours exceeds 120% of the 
average LMP of the four lowest LMP hours of the same twenty-four hour period. The net 
energy market revenues will be determined by the product of [hourly output of 1 MW times 
the hourly LMP for each hour of assumed discharging] minus the product of [hourly 
consumption of 1.2 MW times the hourly LMP for each hour of assumed charging] with this net 
value summed across all of the hours of an annual period, plus an ancillary services revenue of 
$3,350/MW-year.  An 83.3% efficiency of the battery energy storage resource is reflected by 
assuming each 1.0 MW of discharge requires 1.2 MW of charge; and

(ix) for generation-backed Demand Resource, the net energy and ancillary 
services revenue estimate shall be zero dollars.  

Beginning with the Delivery Year that commences June 1, 2022, and continuing no later than for 
every fourth Delivery Year thereafter, the Office of the Interconnection shall review the default 
gross cost of new entry values.  Such review may include, without limitation, analyses of the 
fixed development, construction, operation, and maintenance costs for such resource types.  
Based on the results of such review, PJM shall propose either to modify or retain the default 
gross cost of new entry values stated in the table above and the default New Entry MOPR Floor 
Offer Price for Energy Efficiency Resources.  The Office of the Interconnection shall post 
publicly and solicit stakeholder comment regarding the proposal.  If, as a result of this process, 
changes to the default gross cost of new entry values or the default New Entry MOPR Floor 
Offer Price for Energy Efficiency are proposed, the Office of the Interconnection shall file such 
proposed modifications with the FERC by October 1, prior to the conduct of the Base Residual 
Auction for the first Delivery Year in which the new values would be applied.  

New Entry Capacity Resource with State Subsidy for which there is no default MOPR Floor Offer 
Price provided in accordance with this section, including hybrid resources, must seek a 
resource-specific value determined in accordance with the resource-specific MOPR Floor Offer 
Price process below to participate in an RPM Auction.  Failure to obtain a resource-specific 
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MOPR Floor Offer Price will result in the Office of the Interconnection rejecting any Sell Offer 
based on such resource for the relevant RPM Auction.

(B) Cleared MOPR Floor Offer Prices.  For a Cleared Capacity 
Resource with State Subsidy, the applicable Cleared MOPR Floor Offer Price shall be, at the 
election of the Capacity Market Seller, (i) based on the resource-specific MOPR Floor Offer Price 
, as determined in accordance with Tariff, Attachment DD, section 5.14(h-1)(3) below, or (ii) if 
available, the default Avoidable Cost Rate for the applicable resource type shown in the table 
below, as adjusted for Delivery Years subsequent for the 2022/2023 Delivery Year to reflect 
changes in avoidable costs, net of projected PJM market revenues equal to the resource’s 
historical net energy and ancillary service revenues consistent with Tariff, Attachment DD, 
section 6.8(d).

Existing Resource 
Type

Default Gross ACR 
(2022/2023 
($/MW-day)
(Nameplate)

Nuclear - single $697

Nuclear - dual $445

Coal $80

Combined Cycle $56

Combustion Turbine $50

Solar PV
(fixed and tracking)

$40

Wind Onshore $83

Diesel-backed Demand 
Response

$3

Load-backed Demand 
Response

$0

Energy Efficiency $0

The default gross Avoidable Cost Rate values in the table above are expressed in dollars per 
MW-day in terms of nameplate megawatts.  For purposes of submitting a Sell Offer, the 
default Avoidable Cost Rate values must be net of estimated net energy and ancillary service 
revenues, and then the difference is ultimately converted to Unforced Capacity (“UCAP”) 
MW-day, where the UCAP MW-day value will be determined based on the resource-specific 
EFORd for thermal generation resource types and battery energy storage resource types, 
resource-specific capacity value factor for solar and wind generation resource types (based on 
the ratio of Capacity Interconnection Rights to nameplate capacity, appropriately 
time-weighted for any winter Capacity Interconnection Rights), or the Forecast Pool 
Requirement for Demand Resources and Energy Efficiency Resources, as applicable to the 
relevant RPM Auction.  The resulting default Cleared MOPR Floor Offer price in 
UCAP/MW-day terms shall be applied to each MW offered for the Capacity Resource regardless 
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of actual Sell Offer quantity and regardless of whether the Sell Offer is for a Seasonal Capacity 
Performance Resource.

Commencing with the Base Residual Auction for the 2023/2024 Delivery Year, the Office of the 
Interconnection shall adjust the default Avoidable Cost Rates in the table above, and post the 
adjusted values on its website, by no later than one hundred fifty (150) days prior to the 
commencement of the offer period for each Base Residual Auction.  To determine the 
adjusted Avoidable Cost Rates, the Office of the Interconnection shall utilize the 10-year 
average Handy-Whitman Index in order to adjust the Gross ACR values to account for expected 
inflation. Updated estimates of the net energy and ancillary service revenues shall be 
determined on a resource-specific basis in accordance with Tariff, Attachment DD, section 
6.8(d) and the PJM Manuals.

Beginning with the Delivery Year that commences June 1, 2022, and continuing no later than for 
every fourth Delivery Year thereafter, the Office of the Interconnection shall review the default 
Avoidable Cost Rates for Capacity Resources with State Subsidies that have cleared in an RPM 
Auction for any prior Delivery Year.  Such review may include, without limitation, analyses of 
the avoidable costs of such resource types.  Based on the results of such review, PJM shall 
propose either to modify or retain the default Avoidable Cost Rate values stated in the table 
above.  The Office of the Interconnection shall post publicly and solicit stakeholder comment 
regarding the proposal.  If, as a result of this process, changes to the default Avoidable Cost 
Rate values are proposed, the Office of the Interconnection shall file such proposed 
modifications with the FERC by October 1, prior to the conduct of the Base Residual Auction for 
the first Delivery Year in which the new values would be applied.  

For generation-backed Demand Resources that are not powered by diesel generators, the 
default Cleared MOPR Floor Offer Price shall be the default Cleared MOPR Floor Offer Price 
applicable to their technology type.  Generation-backed Demand Resources using a 
technology type for which there is no default MOPR Floor Offer Price provided in accordance 
with this section must seek a resource-specific value determined in accordance with the 
resource-specific MOPR Floor Offer Price process in Tariff, Attachment DD, section 5.14(h-1)(3) 
below to participate in an RPM Auction.

Cleared Capacity Resources with State Subsidy for which there is no default MOPR Floor Offer 
Price provided in accordance with this section, including hybrid resources, must seek a 
resource-specific value determined in accordance with the resource-specific MOPR Floor Offer 
Price process below to participate in an RPM Auction.  Failure to obtain a resource-specific 
MOPR Floor Offer Price will result in the Office of the Interconnection rejecting any Sell Offer 
based on such resource.

(3) Resource-Specific Exception.  A Capacity Market Seller intending to 
submit a Sell Offer in any RPM Auction for a New Entry Capacity Resource with State Subsidy 
or a Cleared Capacity Resource with State Subsidy below the applicable default MOPR Floor 
Offer Price may, at its election, submit a request for a resource-specific exception for such 
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Capacity Resource.  A Sell Offer below the default MOPR Floor Offer Price, but no lower than 
the resource-specific MOPR Floor Offer Price, shall be permitted if the Capacity Market Seller 
obtains approval from the Office of the Interconnection or the Commission, prior to the RPM 
Auction in which it seeks to submit the Sell Offer. The resource-specific MOPR Floor Offer 
Price determined under this provision shall be based on the resource-specific EFORd for thermal 
generation resource types and battery energy storage resource types, resource-specific capacity 
value factor for solar and wind generation resource types (based on the ratio of Capacity 
Interconnection Rights to nameplate capacity, appropriately time-weighted for any winter 
Capacity Interconnection Rights), or the Forecast Pool Requirement for Demand Resources and 
Energy Efficiency Resources, as applicable to the relevant RPM Auction and shall be applied to 
each MW offered by the resource regardless of actual Sell Offer quantity and regardless of 
whether the Sell Offer is for a Seasonal Capacity Performance Resource.  Such Sell Offer is 
permissible because it is consistent with the competitive, cost-based, fixed, net cost were the 
resource to rely solely on revenues exclusive of any State Subsidy.  All supporting data must be 
provided for all requests.  The following requirements shall apply to requests for such 
determinations:

(A) The Capacity Market Seller shall submit a written request with all 
of the required documentation as described below and in the PJM Manuals.  For such purpose, 
the Capacity Market Seller shall submit the resource-specific exception request to the Office of 
the Interconnection and the Market Monitoring Unit 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.  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 default Minimum Floor 
Offer Prices, determined pursuant to Tariff, Attachment DD, sections 5.14(h-1)(2)(A) and (B).  
If the final applicable default Minimum Floor Offer Price 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.

(B) For a resource-specific exception for a New Entry Capacity 
Resource with State Subsidy, 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 Capacity Resource, as well as estimates of offsetting net 
revenues.  

The financial modeling assumptions for calculating Cost of New Entry for Generation Capacity 
Resources and generation-backed Demand Resources shall be: (i) nominal levelization of gross 
costs, (ii) asset life of twenty years, (iii) no residual value, (iv) all project costs included with no 
sunk costs excluded, (v) use first year revenues (which may include revenues from the sale of 
renewable energy credits for purposes other than state-mandated or state-sponsored programs), 
and (vi) weighted average cost of capital based on the actual cost of capital for the entity 
proposing to build the Capacity Resource.  Notwithstanding the foregoing, a Capacity Market 
Seller that seeks to utilize an asset life other than twenty years (but no greater than 35 years) 
shall provide evidence to support the use of a different asset life, including but not limited to, the 
asset life term for such resource as utilized in the Capacity Market Seller’s financial accounting 
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(e.g., independently audited financial statements), or project financing documents for the 
resource or evidence of actual costs or financing assumptions of recent comparable projects to 
the extent the seller has not executed project financing for the resource (e.g., independent project 
engineer opinion or manufacturer’s performance guarantee), or opinions of third-party experts 
regarding the reasonableness of the financing assumptions used for the project itself or in 
comparable projects.  Capacity Market Sellers may also rely on evidence presented in federal 
filings, such as its FERC Form No. 1 or an SEC Form 10-K, to demonstrate an asset life other 
than 20 years of similar asset projects.

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.  In addition to the certification, signed by an officer of 
the Capacity Market Seller, the request must include a certification 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 a resource-specific exception hereunder.  The request 
also shall identify all revenue sources (exclusive of any State Subsidies) 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.  Any evaluation of net 
revenues should be consistent with Operating Agreement, Schedule 2, including, but not limited 
to, consideration of Fuel Costs, Maintenance Adders and Operating Costs, as applicable.  

The default assumptions for calculating resource-specific Cost of New Entry for Energy 
Efficiency Resources shall be based on, as supported by documentation provided by the Capacity 
Market Seller: the nominal-levelized annual cost to implement the Energy Efficiency program or 
to install the Energy Efficiency measure reflective of the useful life of the implemented Energy 
Efficiency equipment, and the offsetting savings associated with avoided wholesale energy costs 
and other claimed savings provided by implementing the Energy Efficiency program or installing 
the Energy Efficiency measure.
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The default assumptions for calculating resource-specific Cost of New Entry for load-backed 
Demand Resources shall be based on, as supported by documentation provided by the Capacity 
Market Seller, program costs required for the resource to meet the capacity obligations of a 
Demand Resource, including all fixed operating and maintenance cost and weighted average cost 
of capital based on the actual cost of capital for the entity proposing to develop the Demand 
Resource.

For generation-backed Demand Resources, the determination of a resource-specific MOPR Floor 
Offer Price shall consider all costs associated with the generation unit supporting the Demand 
Resource, and demand charge management benefits at the retail level (as supported by 
documentation at the end-use customer level) may also be considered as an additional offset to 
such costs.  Supporting documentation (at the end-use customer level) may include, but is not 
limited to, historic end-use customer bills and associated analysis that identifies the annual retail 
avoided cost from the operation of such generation unit.  

(C) For a Resource-Specific Exception for a Cleared Capacity 
Resource with State Subsidy that is a generation resource, the Capacity Market Seller shall 
submit a Sell Offer consistent with the unit-specific Market Seller Offer Cap process pursuant to 
Tariff, Attachment DD, section 6.8; except that the 10% uncertainty adder may not be included 
in the “Adjustment Factor.”  In addition and notwithstanding the requirements of Tariff, 
Attachment DD, section 6.8, the Capacity Market Seller may, at its election, include in its 
request for an exception under this subsection documentation to support projected energy and 
ancillary services markets revenues.  Such a request shall identify all revenue sources (exclusive 
of any State Subsidies) 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.  Any 
evaluation of revenues should include, but would not be not limited to, consideration of Fuel 
Costs, Maintenance Adders and Operating Costs, as applicable, pursuant to Operating 
Agreement, Schedule 2.

The resource-specific MOPR Floor Offer Price for a Cleared Capacity Resource with State 
Subsidy that is a generation-backed Demand Resource will be determined based on all costs 
associated with the generation unit supporting the Demand Resource, and demand charge 
management benefits at the retail level (as supported by documentation at the end-use customer 
level) may also be considered as an additional offset to such costs.  Supporting documentation 
(at the end-use customer level) may include but is not limited to, historic end-use customer bills 
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and associated analysis that identifies the annual retail avoided cost from the operation of such 
generation unit.

(D) A Sell Offer evaluated at the resource-specific exception 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 default MOPR Floor Offer Price, based on 
competitive cost advantages relative to the costs estimated by the default MOPR Floor Offer 
Price, 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 those estimated by the default MOPR Floor Offer 
Price.  Capacity Market Sellers shall 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 a resource-specific exception by the Office of the Interconnection.

(E) The Capacity Market Seller must submit a sworn, notarized 
certification of a duly authorized officer, certifying that the officer has personal knowledge of the 
resource-specific exception request and that to the best of his/her knowledge and belief: (1) the 
information supplied to the Market Monitoring Unit and the Office of Interconnection to support 
its request for an exception is true and correct; (2) the Capacity Market Seller has disclosed all 
material facts relevant to the request for the exception; and (3) the request satisfies the criteria for 
the exception. 

(F) The Market Monitoring Unit shall review, in an open and 
transparent manner with the Capacity Market Seller and the Office of the Interconnection, 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, in an open and transparent manner, 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.  After the Office of the 
Interconnection determines with the advice and input of Market Monitor, the acceptable 
minimum Sell Offer, 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, and in making such determination, the Capacity Market Seller may 
consider the applicable default MOPR Floor Offer Price and may select such default value if it is 
lower than the resource-specific determination.  A Capacity Market Seller that is dissatisfied 
with any determination hereunder may seek any remedies available to it from FERC; provided, 
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however, that the Office of the Interconnection will proceed with administration of the Tariff and 
market rules based on the lower of the applicable default MOPR Floor Offer Price and the 
resource-specific determination unless and until ordered to do otherwise by FERC.  

(4) Competitive Exemption.  

(A) A Capacity Resource with State Subsidy may be exempt from the 
Minimum Offer Price Rule under this subsection 5.14(h-1) in any RPM Auction if the Capacity 
Market Seller certifies to the Office of Interconnection, in accordance with the PJM Manuals, 
that the Capacity Market Seller of such Capacity Resource elects to forego receiving any State 
Subsidy for the applicable Delivery Year no later than thirty (30) days prior to the 
commencement of the offer period for the relevant RPM Auction. Notwithstanding the foregoing, 
the competitive exemption is not available to Capacity Resources with State Subsidy that (A) are 
owned or offered by Self-Supply Entities unless the Self-Supply Entity certifies, subject to PJM 
and Market Monitor review, that the Capacity Resource will not accept a State Subsidy, 
including any financial benefit that is the result of being owned by a regulated utility, such that 
retail ratepayers are held harmless, (B) are no longer entitled to receive a State Subsidy but are 
still considered a Capacity Resource with State Subsidy solely because they have not cleared an 
RPM Auction since last receiving a State Subsidy, or (C) are Jointly Owned Cross-Subsidized 
Capacity Resources or is the subject of a bilateral transaction (including but not limited to those 
reported pursuant to Tariff, Attachment DD, section 4.6) and not all Capacity Market Sellers of 
the supporting facility unanimously elect the competitive exemption and certify that no State 
Subsidy will be received associated with supporting the resource (unless the underlying Capacity 
Resource that is the subject of a bilateral transaction has not received, is not receiving, and is not 
entitled to receive any State Subsidy except those that are assigned (i.e., renewable energy 
credits) to the off-takers of a bilateral transaction and the Capacity Market Seller of such 
Capacity Resource can demonstrate and certify that the Capacity Market Seller’s rights and 
obligations of its share of the capacity, energy, and assignable State Subsidy associated with the 
underlying Capacity Resource are in pro rata shares).  A new Generation Capacity Resource that 
is a Capacity Resource with State Subsidy may elect the competitive exemption; however, in 
such instance, the applicable MOPR Floor Offer Price will be determined in accordance with the 
minimum offer price rules for certain new Generation Capacity Resources as provided in Tariff, 
Attachment DD, section 5.14(h), which apply the minimum offer price rule to the new 
Generation Capacity Resources  located in an LDA where a separate VRR Curve is established 
as provided in Tariff, Attachment DD, section 5.14(h)(4).

(B) (i) The Capacity Market Seller shall not receive a State 
Subsidy for any part of the relevant Delivery Year in which it elects a competitive exemption or 
certifies that it is not a Capacity Resource with State Subsidy.  In furtherance of this 
prohibition, if a Capacity Resource that (1) is a New Entry Capacity Resource with State Subsidy 
that elects the competitive exemption in subsection (4)(A) above and clears an RPM Auction for 
a given Delivery Year, but prior to the end of the asset life that PJM used to set the applicable 
default New Entry MOPR Floor Price in the RPM Auction that the New Entry Capacity Resource 
with State Subsidy first cleared, elects to accept a State Subsidy or (2) is not a Capacity
Resource with State Subsidy at the time of the RPM Auction for the Delivery Year for which it 
first cleared an RPM Auction but prior to the end of the asset life that PJM used to set the 
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applicable default New Entry MOPR Floor Price in the RPM Auction that the Capacity Resource 
first cleared, receives a State Subsidy, or (3) in the case of Demand Resource, is an end-use 
customer location MW that receives a State Subsidy and is included in a Demand Resource 
Registration pursuant to RAA, Schedule 6 to satisfy a Demand Resource commitment that was 
not designated as a Capacity Resource with State Subsidy at the time it cleared the relevant 
RPM Auction, then the Capacity Market Seller of that Capacity Resource or end-use customer 
location MW shall not receive RPM revenues for such resource or end-use customer location 
MW for any part of that Delivery Year and may not participate in any RPM Auction with such 
resource or end-use customer location MW, or be eligible to use such resource or end-use 
customer location MW as replacement capacity starting June 1 of the Delivery Year after the 
Capacity Market Seller or end-use customer location MW first receives the State Subsidy and 
continuing for the remainder of the asset life that PJM used to set the applicable default New 
Entry MOPR Floor Price in the RPM Auction that the Capacity Resource first cleared (20 years, 
except for battery energy storage, for which such participation restriction shall apply for a 
period of 15 years).  A Jointly Owned Cross-Subsidized Capacity Resource that meets the 
requirements of either of the two preceding subsections (B)(i)(1) or (2), shall not receive RPM 
revenues for any part of that Delivery Year and may not participate in any RPM Auction or be 
eligible to be used as replacement capacity starting June 1 of the Delivery Year and continuing 
for the number of years specified above, after any joint Capacity Market Seller of the underlying 
facility first receives the State Subsidy.  A Capacity Resource with State Subsidy that is the 
subject of a bilateral transaction that meets the requirements of either of the two preceding 
subsections (B)(i)(1) or (2) shall not receive RPM revenues for any part of that Delivery Year and 
may not participate in any RPM Auction or be eligible to be used as replacement capacity 
starting June 1 of the Delivery Year and continuing for the number of years specified above if 
any owner or Capacity Market Seller of the facility receives a State Subsidy.  The Capacity 
Market Seller(s) of any such Capacity Resource or Jointly Owned Cross-Subsidized Capacity 
Resource shall also return to the Office of the Interconnection any revenues paid to such 
Capacity Resource associated with their capacity commitment for such Delivery Year and shall 
retain their RPM commitment and associated obligations for such Delivery Year and for any 
future Delivery Years in which the resource has already secured a capacity commitment, 
including any Non-Performance Charges relating to the capacity and remain eligible to collect 
Performance Payments under this Tariff, Attachment DD, section 10A for the relevant Delivery 
Year and any subsequent Delivery Years for which it already received an RPM commitment.  
Notwithstanding the foregoing, Capacity Resources that lose their eligibility to participate in 
RPM pursuant to this section remain eligible for commitment in an FRR Capacity Plan. 

(ii) If any Capacity Resource that has previously cleared an 
RPM Auction (1) is a Cleared Capacity Resource with State Subsidy that claims the competitive 
exemption pursuant to subsection (4)(A) above in an RPM Auction and clears such RPM Auction 
or (2) was not a Capacity Resource with State Subsidy at the time it cleared an RPM Auction for 
a given Delivery Year but later becomes entitled to receive a State Subsidy for that Delivery 
Year, and the Capacity Market Seller subsequently elects to accept a State Subsidy for any part 
of that Delivery Year, or (3) in the case of Demand Resource, is an end-use customer location 
that receives a State Subsidy and is included in a Demand Resource Registration pursuant to 
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RAA, Schedule 6 to satisfy a Demand Resource commitment that was not designated as a 
Capacity Resource with State Subsidy at the time it cleared the relevant RPM Auction, then the 
Capacity Market Seller of that Capacity Resource or end-use customer location may not receive 
RPM revenues for such resource or end-use customer location for any part of that Delivery 
Year, unless it can demonstrate that it would have cleared in the relevant RPM Auction under 
an offer consistent with the resource-specific exception process outlined above in subsection 
5.14(h-1)(3).  All Capacity Market Sellers of a Jointly Owned Cross-Subsidized Capacity 
Resource that meets the requirements of either of the two preceding subsections (B)(ii)(1) or 
(2) may not receive RPM revenues for any part of that Delivery Year if any joint Capacity Market 
Seller of the underlying facility accepts a subsidy for that Delivery Year, unless the Capacity 
Market Seller can demonstrate that the facility would have cleared in the relevant RPM Auction 
under an offer consistent with the resource-specific exception process outlined above in 
subsection 5.14(h-1)(3).  A Capacity Resource with State Subsidy that is the subject of a 
bilateral transaction may not receive RPM revenues for any part of that Delivery Year if any 
owner or Capacity Market Seller of the underlying facility receives a State Subsidy for that 
Delivery Year, unless the Capacity Market Seller can demonstrate that the facility would have 
cleared in the relevant RPM Auction under an offer consistent with the resource-specific 
exception process outlined above in subsection 5.14(h-1)(3), if any owner or Capacity Market 
Seller of the facility receives a State Subsidy.  The Capacity Market Seller(s) of any such 
Capacity Resources or Jointly Owned Cross-Subsidized Capacity Resource shall return to the 
Office of the Interconnection any revenues paid to such Capacity Resource associated with their 
capacity commitment for such Delivery Year and shall retain their RPM commitment and 
associated obligations for the relevant Delivery Year and remain eligible to collect Performance 
Payments or to pay Non-Performance Charges, as applicable, pursuant to Tariff, Attachment 
DD, section 10A.  

(iii) Any revenues returned to the Office of the 
Interconnection pursuant to the preceding subsections (i) and (ii) shall be allocated across all 
load in the RTO that has not selected the FRR Alternative.  Such revenues shall be distributed 
on a pro-rata basis to such LSEs that were charged a Locational Reliability Charge based on their 
Daily Unforced Capacity Obligations.  

(5) Self-Supply Entity exemption.  A Capacity Resource that was owned, or 
bilaterally contracted, by a Self-Supply Entity on December 19, 2019, shall be exempt from the 
Minimum Offer Price Rule if such Capacity Resource remains owned or bilaterally contracted by 
such Self-Supply Entity and satisfies at least one of the criteria specified below:

(A) has successfully cleared an RPM Auction prior to 
December 19, 2019; 

(B) is the subject of an interconnection construction service 
agreement, interim interconnection service agreement, interconnection service agreement or 
wholesale market participation agreement executed by the interconnection customer on or 
before December 19, 2019; or 
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(C) is the subject of an unexecuted interconnection construction 
service agreement, interim interconnection service agreement, interconnection service 
agreement or wholesale market participation agreement filed by PJM with the Commission on 
or before December 19, 2019.

(6) Renewable Portfolio Standard Exemption.  A Capacity Resource with 
State Subsidy  shall be exempt from the Minimum Offer Price Rule if such Capacity Resource 
(1) receives or is entitled to receive State Subsidies through renewable energy credits or 
equivalent credits associated with a state-mandated or state-sponsored renewable portfolio 
standard (“RPS”) program or equivalent program as of December 19, 2019 and (2) satisfies at 
least one of the following criteria:

(A) has successfully cleared an RPM Auction prior to 
December 19, 2019; 

(B) is the subject of an interconnection construction service 
agreement, interim interconnection service agreement, interconnection service agreement or 
wholesale market participation agreement executed by the interconnection customer on or 
before December 19, 2019; or 

(C) is the subject of an unexecuted interconnection construction 
service agreement, interim interconnection service agreement, interconnection service 
agreement or wholesale market participation agreement filed by PJM with the Commission on 
or before December 19, 2019.

(7) Demand Resource and Energy Efficiency Resource Exemption.  

(A) A Capacity Resource with State Subsidy that is Demand Resource 
or an Energy Efficiency Resource shall be exempt from the Minimum Offer Price Rule if such 
Capacity Resource satisfies at least one of the following criteria:

(i) has successfully cleared an RPM Auction prior to 
December 19, 2019.  For purposes of this subsection (A), individual customer location 
registrations that participated as Demand Resource and cleared in an RPM Auction prior to 
December 19, 2019, and were submitted to PJM no later than 45 days prior to the BRA for the 
2022/2023 Delivery Year shall be deemed eligible for the Demand Resource and Energy 
Efficiency Resource Exemption; or 

(ii) has completed registration on or before December 19, 
2019; or

(iii) is supported by a post-installation measurement and 
verification report for Energy Efficiency Resources approved by PJM on or before December 19, 
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2019 (calculated for each installation period, Zone and Sub-Zone by using the greater of the 
latest approved post-installation measurement and verification report prior to December 19, 
2019 or the maximum MW cleared for a Delivery Year across all auctions conducted prior to 
December 19, 2019).

(B) All registered locations that qualify for the Demand Resource and 
Energy Efficiency Resource exemption shall continue to remain exempt even if the MW of 
nominated capacity increases between RPM Auctions unless any MW increase in the 
nominated capacity is due to an investment made for the sole purpose of increasing the 
curtailment capability of the location in the capacity market.  In such case, the MW of 
increased capability will not be qualified for the Demand Resource and Energy Efficiency 
Resource exemption.

(8) Capacity Storage Resource Exemption.  A Capacity Resource with State 
Subsidy that is a Capacity Storage Resource shall be exempt from the Minimum Offer Price Rule 
if such Capacity Storage Resource satisfies at least one of the following criteria:

(A) has successfully cleared an RPM Auction prior to 
December 19, 2019; 

(B) is the subject of an interconnection construction service 
agreement, interim interconnection service agreement, interconnection service agreement or 
wholesale market participation agreement executed by the interconnection customer on or 
before December 19, 2019; or 

(C) is the subject of an unexecuted interconnection construction 
service agreement, interim interconnection service agreement,  interconnection service 
agreement or wholesale market participation agreement filed by PJM with the Commission on 
or before December 19, 2019.

(9) Procedures and Remedies in Cases of Suspected Fraud or Material 
Misrepresentation or Omissions in Connection with a Capacity Resource with State Subsidy.  
In the event the Office of the Interconnection, with advice and input from the Market 
Monitoring Unit, reasonably believes that a certification of a Capacity Resource’s status 
contains fraudulent or material misrepresentations or omissions such that the Capacity Market 
Seller’s Capacity Resource is a Capacity Resource with a State Subsidy (including whether the 
Capacity Resource is a Jointly Owned Cross-Subsidized Capacity Resource) or does not qualify 
for a competitive exemption or contains information that is inconsistent with the 
resource-specific exception, then:

(A) A Capacity Market Seller shall, within five (5) business days upon 
receipt of the request for additional information, provide any supporting information 
reasonably requested by the Office of the Interconnection or the Market Monitoring Unit to 
evaluate whether such Capacity Resource is a Capacity Resource with State Subsidy or whether 
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the Capacity Market Seller is eligible for the competitive exemption.  If the Office of the 
Interconnection determines that the Capacity Resource’s status as a Capacity Resource with 
State Subsidy is different from that specified by the Capacity Market Seller or is not eligible for 
a competitive exemption pursuant to subsection (4) above, the Office of the Interconnection 
shall notify, in writing, the Capacity Market Seller of such determination by no later than 
sixty-five (65) days prior to the commencement of the offer period for the relevant RPM 
Auction.  A Capacity Market Seller that is dissatisfied with any determination hereunder may 
seek any remedies available to it from FERC; provided, however, if the Office of Interconnection 
determines that the subject resource is a Capacity Resource with State Subsidy or is not eligible 
for a competitive exemption pursuant to subsection (4) above, such Capacity Resource shall be 
subject to the Minimum Offer Price Rule, unless and until ordered to do otherwise by FERC.

(B) if the Office of the Interconnection does not provide written 
notice of suspected fraudulent or material misrepresentation or omission at least sixty-five (65) 
days before the start of the relevant RPM Auction, then the Office of the Interconnection may 
file the certification that contains any alleged fraudulent or material misrepresentation or 
omission with FERC.  In such event, if the Office of Interconnection determines that a resource 
is a Capacity Resource with State Subsidy that is subject to the Minimum Offer Price Rule, the 
Office of the Interconnection will proceed with administration of the Tariff and market rules on 
that basis unless and until ordered to do otherwise by FERC.  The Office of the Interconnection 
shall implement any remedies ordered by FERC; and

(C) prior to applying the Minimum Offer Price Rule, the Office of the 
Interconnection, with advice and input of the Market Monitoring Unit, shall notify the affected 
Capacity Market Seller and, to the extent practicable, provide the Capacity Market Seller an 
opportunity to explain the alleged fraudulent or material misrepresentation or omission.  Any 
filing to FERC under this provision shall seek fast track treatment and neither the name nor any 
identifying characteristics of the Capacity Market Seller or the resource shall be publicly
revealed, but otherwise the filing shall be public.  The Capacity Market Seller may submit a 
revised certification for that Capacity Resource for subsequent RPM Auctions, including RPM 
Auctions held during the pendency of the FERC proceeding.  In the event that the Capacity 
Market Seller is cleared by FERC from such allegations of fraudulent or material 
misrepresentations or omissions then the certification shall be restored to the extent and in the 
manner permitted by FERC.  The remedies required by this subsection to be requested in any 
filing to FERC shall not be exclusive of any other remedies or penalties that may be pursued 
against the Capacity Market Seller.

i) 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 
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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. 

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.
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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 
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 
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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)(iii) 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 
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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:

i) 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.

ii) 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 
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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 
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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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:

 the target quantities of Capacity Performance Resources specified below; 

 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 
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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:

i) 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 
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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.

ii) 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 
an Applicable Delivery Year represent those megawatts meeting the criteria of subsection A 
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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 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 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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