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. i) If the total Unforced Capacity of all Base Load Generation
Resources committed in a Base Residual Auction for a Delivery Ycar is less than the
forecasted minimum hourly load calculated by the Office of the Interconnection for such
Delivery Year, the Office of the Interconnection will investigate the cause of shortfall. If
such a shortfall occurs in the Base Residual Auctions for three consccutive Delivery Years,
the Office of the Interconnection shall declare a capacity shortage and make a filing with
FERC for approval to conduct a Reliability Backstop Auction. Upon reccipt of such
approval, the Office of the Interconnection will conduct a Reliability Backstop Auction in
accordance with Section 16.4.

b) In addition to the foregoing events that trigger reliability backstop
measurcs, if a ncar-term, i.e., later in timc than the conduct of the Base Residual Auction for a
Delivery Ycar, transmission criteria violation caused by an announced gencration resource
deactivation is idcntified by the regional transmission reliability planning analysis performed by
the Office of the Interconnection in accordance with Part V of this Tariff, the Office of the
Interconnection will identify the necessary transmission upgrade. In accordance with such nules,
such generation rcsource may remain in service until the transmission upgrade is installed. No
Reliability Backstop Auction will be conducted.

16.4. Reliability Backstop Auction
a) Scope of Auction

The Office of the Interconnection shall conduct each Reliability Backstop Auction to
. commit additional Gencration Capacity Resources, or in the case of an auction triggered by section
16.3(a)(ii), additional Base [.oad Generation Resources to the PIM Region 10 resolve the system-
wide reliability critcria violation that triggered the need for such auction. Capacity Resources
committcd in a Reliability Backstop Auction for a Delivery Year shall not include any Planned
Generation Capacity Resources previously committed in the Base Residual Auction for such
Delivery Year, The Reliability Backstop Auction shall obtain commitments of additional Gencration
Capacily Resources (or, as applicable, additional Base Load Generation Resources) for a term of up
to fifteen (15) Delivery Years., Ifa Reliability Backstop Auction is required, the offer period for such
auction shall commence, subjcct to FERC approval as specified above, no later than four months
after the Base Residual Auction in which the third consecutive Capacity Resource shortfall occurs.
Upon verification and notification by the PJM Board of Managers that a Reliability Backstop
Auction is required, the Office of the Interconnection shall post notification that a Keliability
Backstop Auction is to be held. Upon such notification, the offer period shall commence, and shalt
remain open for six (6) months.

b} Sell Offers

Each Sell Offer shall specify the following information, as further specified in the
PJM Manuals:
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. the minimum price in $/MW-day required by the Capacity Market
Seller to provide additional Unforced Capacity from a Generation
Capacity Resource (or from a Basc Load Genceration Resource, in the case
of an auction triggered by section 16.3{a){(if));

. the mcgawatts of Unforced Capacity to be provided by such
resource;

o the specific location of the proposed plant;

. all information required from a Generation Interconnection
Customer by Part 1V of this Tariff and the PJM Manuals;

. general plant technical specifications, as specified in the PIM
Manuals; .

. the term of cost recovery (“Backstop Period™) requested, not to
exceed 15 years; and

. the first full Delivery Year for which such resource shall be
available, which shall also be the first ycar of the Backstop Period.

Each Generation Capacity Resource (or Base Load Generation Resource) accepied in
a Reliability Backstop Auction shall comply with the procedures for new generation interconnection
in Part IV of this Tanff, and each such resource shall be responsible for satisfying all capability and \
. deliverability requirements for Capacity Resources, pursuant to the Reliability Assurance Agreement. o

c) Submission of Sell Offers

The Sell Qffer period shall begin at 00:01 Eastern Prevailing Time on the date
specified by the Office of the Interconnection in the notification posting and shall end at 23:59
Eastern Prevailing Time six calendar months after such date. Sell offers shall be submitted during
such period in writing to the Office of the Interconnection, and shall conform to the submission
proccdurcs as specified in the PJIM Manuals. The Office of the Interconnection shall confirm in
writing the receipt of cach Sell Offer, within two weeks after receipt of each such offer.

d) Posting of Information by thce Office of the Interconnection

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

- System condition that necessitatcs a Reliability Backstop Auction;

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

Resources;
. Datc by which the resources must be capable of delivering
Unforced Capacity;
. Any other required specifications for the additional Unforced
. Capacity sought through such auction.
Issued By: Craig Glazer Effective: June §, 2007
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. ¢) Conduct of the Reliability Backstop Auction

i) Auction Clearing Procedure

The Reliability Backstop Auction shall sclect the Sell Offer or
combination of Sell Offcrs that that satisfies the requirements posted by
the Office of the Interconnection at the lowest offer price(s). 1f more than
one Sell Offer must be selected to satisfy the specified requirements, the
Sell Offers shall be selected in rank order from lowest offer price to
highest offer price until the requirement is satisfied. In the cvent two or
more Sell Offers specify the same offer price, and fewer than all of such

- offers are nceded o satisfy the specified requirements, the Office of the
Interconnection shall seclect the Sell Offer(s) proposing Generation
Capacity Resource(s), or, as applicable, Base Load Generation
Resource(s) that will best satisfy overall rcliability requirements for the
PJM Region, as determined by the Office of the Interconnection using
transmission rcliability analysis.

i) Market Settlement

Pursuant to thc agreement specified below, cach Capacity Market Seller
submitting a Sell Offer that is accepted in a Reliability Backstop Auction
shall be paid the offer price in such Scll Offer for cach MW-day in the
Backstop Period, less any payments the Capacity Market Scller is entitled
to receive pursuant to section 5 of this Attachment as a result of Sell

. Offers submitted with respect to such Generation Capacity Resource in
any Base Residual Auction or Incremental Auction, including, without
limitation, payments of Capacity Resource Clearing Prices {including for
Self-Supply) and Resource Make-Whole Payments; and less any payments
the Capacity Market Seller is cntitled to receive for encrgy or ancillary
scrvices pursuant to Schedulc | of the Operating Agreement with respect
10 services provided by such resource, net of the Variable Operations and
Maintenance costs of such rcsource, as determined in accordance with the
PJM Manuals.

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

iti)  Standard Contract Provisions

The Office of the Interconnection, on bchalf of all LSEs in the PIM
Region, will enter into an agreement with each Capacity Market Seller that
submitted an accepted Sell Offer in any Reliability Backstop Auction
providing for the payments specified above. Such agreement shall include
the provisions and address the standards set forth in Section 16.4(b), and

’ shall include such other terms and conditions as are customary in the
industry, as specified in the PJM Manuals.
Issued By:  Craig Glazer Effective: June 1, 2007
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. d) FERC Approval

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

16.5 Must Offer into Base Residual Auction

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

16.6  Reliability Backstop Resource Deficiency Charges

(a) Any Capacity Market Seller that submits a Sell Offer that was sclected in
a Reliability Backstop Auction and that is not able to dcliver in a Dclivery Year all mecgawatts of
Unforced Capacity spccified in the sclected Sell Offer, shall not receive any payments that such
Capacity Market Seller othcrwise would have been eligible to receive for such Delivery Year
pursuant to the Reliability Backstop Auction.

(b)  Any Capacity Market Scller that submits a Sell Offer that was selected in
a Reliability Backstop Auction and that fails to deliver all megawatts of Unforced Capacity
. specified in the selected Scll Offer at any 1ime during the Backstop Period specified in such Sell o
~ Offer must refund all payments received by such Market Seller pursuant to section 16.4(b). -

Issucd By:  Craig Glazer Effcctive: June 1, 2007 : 7 }
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. 17. TRANSITION
17.1 Phase-in of the Reliability Pricing Model

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

17.2  Reliability Pricing Model Auctions Conducted During Transition Period

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

Delivery Year Base Residual Auction Held

June 1, 2007 - May 31, 2008 | April 2007

June 1, 2008 — May 31, 2009 | July 2007

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

June 1, 2010 - May 31, 2011 | January, 2008

June 1, 2011 -May 31, 2012 | May 2008

’ b) The Office of the Interconnection shall conduct Incremental Auctions for
each Delivery Yeur in the Transition Period in accordance with the following schedule:

Issued By: Craig Glazer Effective: Junc 1, 2007
Vice President, Federal Government Policy
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Delivery Year First Second Third
Incremental Incremental Incremental
Auction Held | Auction Held | Auction Held
If Necessary

June 1, 2007 — May 31, 2008 | None Held None Held None Held

June 1, 2008 — May 31, 2009 | None Held None Held January, 2008

June 1, 2009 — May 31, 2010 | None Heid April, 2008 January, 2009

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

June 1, 2011 — May 31, 2012 | June 2009 April 2010 January 2011

17.3 Transition Period Locational Deliverability Areas

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

2007/2008, 2008/2009, and 2009/2010 Delivery Years
. o MAAC Region and APS (the zoncs listed below for Eastern
MAAC, Southwestern MAAC and Western MAAC, plus APS)
o ComkEd, AEP, Dayton, Dominion and Duquesne
o Fastern MAAC (PSE&G, JCP&L, PECO, AE, DPL & RECO)
o Southwestern MAAC (PEPCO & BG&EL) '

2010/2011 and subsequent Delivery Years
MAAC Region

ComkEd, AEP, Dayton, APS, and Duquesne
Dominion

Eastern MAAC

Southwestern MAAC

Westem MAAC (Penclec, Metld, PPL)
Penelec

ComEd

AEP

Dayton

Duquesnc

APS

OO0 Q0O0OQOOO0O0OO0CO0O0
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AE

BG&E

DPL

PECO

PEPCO

PSE&G

JCP&L

MetEd

PPL

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

000D O0OD0DO0O0CO0O0O0QD0D

174 Transition Period Variable Resource Requirement Curves

During the Transition Period, the Office of the Interconnection shall post on the PIM
intemnet site the Variable Resource Requirement Curves that will apply for each Delivery Year no
later than one month prior 1o the conduct of the Base Residual Auction for such Delivery Year.

17.5 Market Mitigation

The provisions of Scction 6 of this Attachment shall apply to all Relability Pricing
Model Auctions conducted during the ‘Transition Period: provided, however, that during the
Transition Period, as to a Capacity Market Seller that was a signatory 1o that certain Scttlement
Agreement dated Scptember 29, 2006 in FERC Docket No. ER05-1410 and ER05-148, or any
’ Affiliate of such a signatory, and that owns or controls no more than 10,000 megawatts of Unforced
Capacity in thc PJM Region, the otherwisc applicable Market Seller Offer Cap provided in Section 6
shall be increased by up to the following amounts in the following years for any Scll Offer submitted
by such a sclier in any Unconstrained LDA Group, with respect 1o no more than 3,000 megawatts of

such Unforced Capacity:

(a) SI0/MW-day for the 2007-2008 Delivery Year;
(b) $10/MW-day for the 2008-2009 Dclivery Year; and
{c} $7.50/MW-day for the 2009-2010 Dclivery Year;

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

17.6 Performance Assessment

Within six months after the end of the fourth Delivery Year, the Office of the
Interconnection shall preparc, provide to Members, and file with FERC an asscssment of the
performance of the Reliability Pricing Model.

Issued By: Craig Glazer Effective: June 1, 2067
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. I. COMMON SERVICE PROVISIONS
1 Definitions

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

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

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

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

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

. 1.3 Application: A request by an Eligible Customer for transmission service . !
pursuant 1o the provisions of the Tariff.

1.3A Attachment Facilities: The facilities necessary to phjfsica]ly conncct a Customer
Facility to the Transmission System or interconnected distribution facilitics,

1.3B  Behind The Meter Generation: Behind The Meter Generation refers to a
generation unit that delivers cnergy to load without using the Transmission
System or any distribution facilities {unless the entity that owns or leases the
distribution facilities has consented to such use of the distribution facilitics and
such conscnt has been demonstrated to the satisfaction of the Office of the
Interconnection); provided, however, that Behind The Meter Generation does not
include (i) at any time, any portion of such generating unit’s capacity that is
dcsignated as a Generation Capacity Resource; or (ii) in an hour, any portion of
the output of such generating unit[s] that is sold to another entity for consumption
at another electrical location or into the PJIM Interchange Energy Market.

Issued By: Craig Glazer Effective: June 1, 2007
Vice President, Federal Government Policy
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1.3BB Black Start Service: Black Start Service is the capability of generating units to
start without an outside electrical supply or the demonstrated ability of a
generating unit with a high operating factor (subject to Transmission Provider
concurrence) to automatically remain operating at reduced levels when

disconnected from the grid.

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

1.3D Capacity Resource:

e o ch-are-aecredited-pursuant-to-the-provedures-se :-.-
meaning provided in the Rcliability Assurance Agreement—or—the—Reliability
AgsuranceAgreement-South.
13E Capacity Transmission Injection Rights: The rights to schedule energy and
capacity deliveries at a Point of Interconnection (as defined in Section 50.44) of a
Merchant Transmission Facility with the Transmission System. Capacity
Transmission Injection Rights may be awarded only to a Merchant D.C.
Transmission Facility and/or Controllable A.C. Merchant Transmission Facilitics
that connccts the Transmission System to another control area. Deliverics
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

rLsasns]
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36.1.1 [nterconnection Services: Gencration Interconnection Customers may
request cither of two forms of Interconnection Service, i.e.,
interconnection as a Capacity Resource or as an Energy Resource. Energy
Resource status allows the gencrator to participate in the PJM Interchange
Encrgy Market pursuant to the PJM Operating Agreement. Capacity
Resource status allows the generator to participate in the PJM Interchange
Encrgy Market to be utilized by load-serving entitics in the PJM Region to
meet capacity obligations imposed under the Reliability Assurance
Agreement and/or to be designated as a Nctwork Resource under Part i1,
Capacity Resources also may participate in i i

iabili jeit ¢ ions and in Ancillary Services markets
pursuant to th¢ PJM Tanft or the Operating Agreement. Capacity

Resource status is based on providing sufficient transmission capability to

ensure dcliverability of gencrator output to the aggregatc PIM Network

Load and to satisfy various contingency critena established by the

Applicable Regional Reliability Council in which the generator is located.

Specific tests performed during the Generation Interconnection Feasibility

Study and later System Impact Study will identify those upgrades required

to satisfy the contingency criteria applicable at the generator’s location.

36.1.2 No Applicability to Transmission Service: Nothing in this Part IV shall
constitute a request for transmission scrvice, or confer upon a Generation
Interconnection Customer any right 1o receive transmission service, under
Part Il or Part IIL

. 36.1.3 Acknowledgement of Generation Interconnection Request: The N
Transmission Provider shall acknowledge receipt of the Generation
[nterconncction Request (clecironically when available to all parties,
otherwise written} within five (5) business days after reccipt of the request
and shall attach a copy of the received Generation Interconnection Request
to the acknowlcdgement.

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

o

Issued By:  Craig Glazer Effective: June 1, 2007
Vice President, Federal Government Policy
Issued On:  September 29, 2006




Jnofficial FERC-Generated PDF of 20061004-~0159 Received by FERC OSEC 09/29/2006 in Docket#: ER05~-1410-0008

PJM Interconnection, L.L;C. Third Revised Sheet No. 126
FERC Electric Tanff Superseding Second Revised Sheet No. 126
I Sixth Revised Volume No. 1
Subpart D - INTERCONNECTION RIGHTS

45 Capacity Interconnection Rights

45.1 Purpose: Capacity Interconnection Rights shall cntitle the holder to deliver the
output of a Capacity Resource at thc bus wherc the Capacity Resource
interconnects to the Transmission System. The Transmission Provider shall plan
the enhancement and expansion of the Transmission System in accordance with
Schedule 6 of the Operating Agreement such that the holder of Capacity

- Interconnection Rights can intcgrate its Capacity Resources in a manner
comparable to that in which cach Transmission Owner integrates its Capacity
Resources 1o serve its Native Load customers.

45.2 Receipt of Capacity Interconnection Rights: Generation accredited under the
' Rclmb:hty Assurance Agreement;-the-Reliebility-Assurance-Agreement—-\West-or
as a Capacity Resource prior to the
original effective date of this Part 1V shall have Capacity Interconnection Rights
commensurate with the size in megawatts of the accredited peneration. When a
Generation Interconnection Customer's generation is accredited as a Capacity
Resource, the Generation Interconnection Customer also shall receive Capacity
Intcrconnection Rights commensurate with the size in megawatts of the
peneration accredited as a Capacity Resource. Pursuant to applicable terms of
. Schedule 10 of the Rcliability Assurance Agreement, Rcliability Assurance
Agreement-South or of the Reliability Assurance Agreement-West, a
Transmission Interconnection Customer may combine Incremental Deliverability
Rights associated with Mcrchant Transmission Facilities with gencration capacity
that is not otherwisc accredited as a Capacity Resource for the purposes of
obtaining accreditation of such gencration as a Capacity Resource and associated
Capacity Interconnection Rights.

45.3  Loss of Capacity Interconnection Rights:

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

Issued By:  Craig Glazer Effective: Junc 1, 2007
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110 Permanent Capacity Resource Additions Of 20 MW Or Less

This section describes procedures rclated to the submission and processing of Generation
Interconnection Requests related to new generation resources of 20 MW or less or the increase in
capability, by 20 MW or less over any period of 24 consecutive months, of an existing
generation resource, for which Capacity Interconnection Rights are to be granted. Such resources
may participate in the PJM energy and capacity markets and may, therefore, be used by load
1 scrving entities to meet capacity obligations imposed undcer the. PJM Reliability Assurance
Agreement or the Reliability Assurance Agreement-South. These procedures apply to generation
resources which, when connected to the system, are expected to remain connected to the system
for_the normal life span of such a generation resourcc. These procedures do not apply to
resources that are specifically being connected to the system temporarily, with the expectation
that they will later be removed,

110.1 Application

| The Interconnection Customer desiring the interconnection of a new Generation
Capacity Resource of 20 MW or less or the increase in capacity, by 20 MW or

| less, of an existing Generation Capacity Resource, must submit a completed
Attachment N - Form of Generation Interconnection Feasibility Study
Agrcement. Attachment N of the PJM Tariff may be found on the PJM web site at
www.pjm.com/genintcr/geninter.hitm{ and must be submitted to Transmission
Provider.

.‘I All requircments related to the submission, for a larger resource, of an Attachment
N application must be satisfied for a capacity addition of 20 MW or lcss, except
that the non-refundable $10,000 deposit requirement is waived. In submitting the
Aftachment N application, the Interconnection Customer may strike out and initial
all references to the non-refundable $10,000 deposit. While the deposit
requirement is waived, the Interconncction Customer is responsible for all costs
associated with the processing of the request and thc performance of the
Feasibility Study rclatcd to the request and will be billed for such costs following
the completion of the Fcasibility Study.

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

All information required in the completed Attachment N related to the gencrating
project site, point of interconncction, and generating unit size and configuration
must be provided.

. ;"
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Once it has been established that the requirements related to the submission of the
Attachment N application have becn met, the Generation [nterconnection Request
will be entered into the then current Interconnection Queue for analysis. The
generation addition project will be identificd in the Interconnection Queue on the
PJM web site by the size of the capacity addition and by its proposed Point of
Interconnection on the PJIM system.

110.2 Feasibility Study

Feasibility Study analyses can gencrally be expedited by examining a limited
contingency set that focuses on the impact of the small capacity addition on

| contingency limits in the vicinity of the Generation Capacity Resource. Linear
analysis tools arc used to evaluate the impact of a small capacity addition with
respect to compliance with Applicable Regional Reliability Council contingency
criteria. Generally, small capacity additions will have very limited and isolated
impacts on system facilities. If criteria violations are observed, further AC testing
is required.

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

. Once the Feasibility Study is completed, a Feasibility Study report will be
prepared and fransmitted to the Interconnection Customer along with a System
Impact Study Agrcement. In order to remain in the Interconnection Queue, the
Interconncction Customer must rcturn the executed System Impact Study
Agrcement within 30 days, along with documents demonstrating that an initial air
permit application has been filed, if required. The deposit associated with the
System Impact Study Agreement shall be equal to the estimated cost of the
System Impact Study, as specified by the Transmission Provider. The
Interconnection Customer is responsible for al} actual costs associated with the
performance of the System Impact Study related to the request and will be billed
for such costs following the completion of the System Impact Study, as neccssary.
Transmission Provider shall retain the deposit until the settlement of the final
invoice for the System Impact Study, provided however, in the cvent that the total
actual cost of the System Impact Study does not cxceed the total cstimated cost of
the Systcm [mpact Study then the deposit may be applied for payment of invoices
for the cost of the study. In some cases, where no network impacts arc identified
and there arc no other projects in the vicinity of the small resource addition, the
System Impact Study may not be required and the project will proceed directly to
the Facilities Study.
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110.3 System Impact Study

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

Load deliverability will only be evaluated for sub-areas where margins are known
to be limited. In most cases, the addition of small Generation Capacity Resources
will improve local deliverability margins. However, if sub-area margins are
known 1o be limited, the impact of the new resource will be evaluated based on its
impact on the contingencics limiting emergency imports to the sub-area.

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

Stability analysis is gencrally not performed for small capacity additions. If the
capacity of an cxisting generating resource is increased by 20 MW or less,
stability will be evaluated for critical contingencies only if existing stability

| margins arc smail. New Geperation Capacity Resources of 20 MW or less will
only be evaluated if they are connected at a location where stability margins
assoclated with existing resources ar¢ small.

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

Once the System Impact Study is complcted, a System Impact Study report will
be preparcd and transmiticd to the Interconnection Customer along with a
Facilities Study Agrcement. In arder to remain in the Interconnection Queue, the
Interconnection Customer must refurn the exccuted Facilitics Study Agreement
within 30 days, along with a deposit in the amount of the estimated cost of the
Facilitics Study. The Interconnection Customer is responsible for all actual costs
assaciated with the performance of the Facilities Study related to the request and
will be billed for such costs following the completion of the Facilities Study. If
no transmission system facilities are required, the Facilities Study may not be
required and the project will proceed directly to the cxecution of an
Interconnection Service Agreement.
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110.4 Facilities Study

As with larger gencration projects, transmission facilities design for any required
Aftachment Facilities, Local Upgrades andfor Network Upgrades will be
performed through the exccution of a Facilities Study Agreement between the
Interconnection Customer and Transmission Provider. Transmission Provider
may contract with consultants, including the Interconnected Transmission
Qwners, or contractors acting on their behalf, to perform the bulk of the activities
required under the Facilitics Study Agreement. In some cases, the
Interconncction Customer and Transmission Provider may reach agreement

- allowing the Intcrconncction Customer to separately arrange for the design of
some of the required transmission facilities. In such cases, facilities design will
be revicwed, under the Facilities Study Agreement, by the Interconnected
Transmission Owner.

Facilities design for small capacity additions will be expedited to the cxtent
possible. In most cascs, few or no Network Upgrades will be required for small
capacity additions. Attachment Facilities, for some small capacity additions, may,
in part, be clements of a *“tumn key” installation. In such instances, the design of
“turn key” attachments will be reviewed by the Interconnected Transmission
(Owners or their contractors.

110.5 [nterconnection Service Agrcement

’ As with larger generation projects, an Interconncction Service Agrecment must be
exccuted and filed with the FERC. The Interconnection Service Agreement
identifics the obligations, on the part of the Interconnection Customer, to pay for
transmission facilities roquired to facilitate the interconnection and the Capacity

| Interconnection Rights which arc awarded to the Generation Capacity Resource.

In general, the execution of an Interconnection Service Agrecment is no different

| for capacity additions of 20 MW or lcss than for larger Generatiop Capacity
Resources. However, in instances where an increase of 20 MW or less to an

| existing Geperatiop Capacity Resource can be put in scrvice immediately, a
modified Interconnection Service Agreement may be cxecuted. If such an
increasc is expedited through the System [mpact Study phase, ahcad of larger
projects already in the Interconnection Queue, an Interconnection Service
Agrcement will be executed granting interim Capacity Interconnection Rights.
These interim rights will allow the capacity increase to be implemented and the
r¢source to participate in the capacity market until studies have been completed
for carlier qucued resources and all related obligations have been defined. At
such time, the interim rights awarded the smaller capacity addition will become
dependent on the construction of any required transmission facilitics and the
satisfaction of any financial obligatons for those facilities. [f, once those
obligations are defincd, the smaller capacity addition desircs to retain the interim
Capacity Interconncction Rights, a new Interconnection Service Agreement will
be exccuted.
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] If a new Generation Capacity Resource of 20 MW or less can be quickly
connccted to the system, interim Capacity Interconnection Rights can be awarded,
as above, through the execution of a modificd Interconnection Service
Agreement,

110.6 Other Requirements

Requirements and application procedures related to PIM membership are
specified in the PJM Manuals. Additionally, the PJM Manuals detail a range of
operational requirements for gencration owncrs related to, among other things, the

- need for control center facilities and modeling in the PJIM Energy Management
System and unit commitment tools.

111 Permanent Encrgy Resource Additions Of 20 MW Or Less But Greater Than 2MW

This section describes procedures related to the submission and processing of requests
rclated to the interconnection of new generation resources of 20 MW or less but greater than 2
MW or the increase in capability of 20 MW or less but greater than 2 MW of an existing
gencration resource, for which Capacity Interconnection Rights will not be granted. Such
resources may participate in the PJM cnergy markets, but not in the PJM capacity markets. They
may, therefore, not be uscd by load serving entitics to meet capacity obligations imposed under
the PJM Reliability Assurance Agrecment or the Refiability Assurance Agreement-South. These
procedurcs apply to generation resources which, when connected to the system, are expected to
remain connected to the system for the normal lifc span of such a gencration resource.  These

. procedures do not apply to resources that are specifically being connected to the system
temporarily, with the cxpectation that they will later be removed.

111.1 Application

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

All requirements related to the submission, for a larger resource, of an Attachment
N application must be satisfied for a capability addition of 20 MW or less but
greater than 2 MW, except that the non-refundable deposit requirement is $1,000,
rather than $10,000, The Interconnection Customer is responsible for all actual
costs associated with the processing of the requecst and the performance of the
Feasibility Study related to the request and will be billed for such costs following
the completion of the Feasibility Study.
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Once the Feasibility Study is completed, a Feasibility Study report will be
prepared and transmitted to the Interconnection Customer along with a System
Impact Study Agreement. In order to remain in the Intcrconnection Queue, the
Interconnection Customer must return the executed System [mpact Study
Agrcement within 30 days, along with documents demonstrating that an initial air
permit application has been filed, if required. The deposit associated with the
System Impact Study Agreemcnt shall be equal to the cstimated cost of the
System Impact Study, as specified by the Transmission Provider. The
Interconnection Customer is responsible for all actual costs associated with the
performance of the System Impact Study related to the request and will be billed

- for such costs following the completion of the System Impact Study.
Transmission Provider shall retain the deposit until the settlement of the final
invoice for the System Impact Study, provided however, in the event that the total
actual cost of the System Impact Study does not excced the total estimated cost of
the System Impact Study then the deposit may be applied for payment of invoices
for the cost of the study. In some cases, where no network impacts are identified
and there arc no other projects in the vicinity of the small resource addition, the
System Impact Study may not be required and the project will proceed dircctly to
the Facilities Study.

1113 System Impact Study

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

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

Stability analysis is gencraily not performed for small capacity additions. If the
capacity of an cxisting gencrating resource is increased by 20 MW or lcss,
stability will be evaluated for crtical contingencies only if existing stability
margins arc small. New Gengration Capacity Resources of 20 MW or less will
only be cvaluated if they arc connected at a location wherc stability margins
associated with existing resources are small.

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

Once the System [mpact Study is completed, a System lmpact Study report will
be prcpared and transmitted to the Intcrconnection Customer along with a
Facilities Study Agreement. In order to remain in the interconnection queue, the
Interconnection Customer must return the exccuted Facilities Study Agreement
within 30 days, along with a deposit in the amount of the estimated cost of the
Facilities Study. The Interconnection Customer is responsible for all actual costs
associated with the performance of the Facilities Study related to the request and
will be billed for such costs following the completion of the Facilitics Study. If
no transmission system facilities are required, the Facilities Study may not be
required and the project will proceed directly to the cxecution of an
Interconnection Service Agreement,
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Total Gencration Owner Monthly Revenue Requirement is the sum of the Zonal
Generation Owner Monthly Revenue Requiremcents for all Zoncs in the PIM
Region.

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

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

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

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

. on a megawatt basis. P

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

Payment to Generation Owners

Each month, the Transmission Provider shall pay each Generation Owner an amount

equal to the Generation Owner’s monthly revenue requircment as accepted or approved by the

| Commission. In the event a Generation Owner sells a Generation Capacity Resource(s) which is

included in its current effective monthly revenue requircment accepted or approved by the

Commission, payments in that Generation Owner's Zone may be allocated as agreed to by the

| owners of Geperation Capacity Resources in that Zone. Such Generation Owners shall inform

Transmission Provider of any such agreement. In the absence of agreement among such

Generation Owners, the Commission, upon application, shall establish the allocation, Generation

Owmers shall not be eligible for payment, pursuant to this Schedule 2, of monthly revenue

rcquirement associated with thosc portions of generating units designated as Behind The Meter
Generation.

Issued By:  Craig Glazer Effective: June 1, 2007
Vice President, Federal Government Policy
Issued On:  Scptember 29, 2006




Unofficial FERC-Generated PDF of 20061004-015% Received by FERC OSEC 09/29/2006 in Docketd#: ER0S-1410-000W@

PJM Interconnection, L.L.C. Ninth Revised Sheet No, 263
FERC Electric Tariff Superseding Eighth Revised Sheet No. 263
Sixth Revised Volume No. |

SCHEDULE 9-5
Capacity Resource and Obligation Management Service

a) Capacity Resource and Obligation Management Service comprises the activities
of PIM associated with (i) assuring that customers have arranged for sufficient generating
capacity o meet their MMMCapacnty obltgat:ons under the Rehablluy Assurancc
Agrcemcnt ("RAA" the : ETOOHIOR A

g B pst™); (n) proccssmg thwork h'ltegrauon
Trénsmlsswn Scmoc and—(m) admmlstcnng the eapacity-eredit-markcet—in-Reliability Pricinp
Model auctions for the PJM Region; and (iv) administering or providing technical support for the
RAA-Senth-and-RAA-West (as delegated to PJM under the RAARAA-Seuth-and-RAA-West),
including, but not limited to, long-term load forecasting, studies to establish reserve
requiremeuts, and the determination of each Load-Serving Entity's capacity obligations. PIM’s
cCapacity Internet-based tool enables many of these functions. PJM provides this service to
Load-Serving Eatitics and to owners of Capacity Resources; as such terms are defined in the

RA A RAA-South-and-RAAWest.

b) PIM will charge each Load-Serving Entity in the PIM Region cach month a
charge equal to the Capacity Resource and Obligation Management Service Rate stated below
times the summation for each day of such month of the Aeeeunted-Eer-Daily Unforced Capacity
. Obhganon of such user, as detcrmmed for each such da:./r pumuam to Schedule ?-B_QI 8. I of thc

c) In addmon to any charge under paragraph (b), PJM will charge cach myonth, cach

i : self-scheduled, or sold and cicared, in a Reliability
Rnsmmlmsl.mmer-ef—g Capacity Rosources committed 1o serve load for such each
month, a charge equal to the Capacity Resource and Obligation Management Service Rate stated
below times such ewner's-gntity’s total share, in MWs, of the Unforced Capacity of all Capacity

Resources ewned-in—whele-er—in—part-clcared or self-scheduled (including through _an ERR
gm.mm.by such-m,ﬂm Mmmmm;ﬂmm
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B. Transmission Congestion Credits.
1. General.

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

For a new PJM zone, each Transmission Custorner purchasing Firm Point-to-Point Service, cach
Network Customer, with respect to its reservation of firm transmission service for deliveries
from Network Resources to Network Load, and each Transmission Owner with respect to its

| reservation of firm transmission service for the delivery of energy from Generation Capacity
Resources to Native Load Customers (any of the foregoing being referred to as a “Firm
Transmission User™), shall receive Financial Transmission Rights (“FTRs™) corresponding to
points of reccipt and delivery designated for their firm uses of the Transmission System. Such
FTRs shall remain in effect until the first annuat allocation of Auction Revenue Rights to occur
after the integration of such new PJM zone into the PJM interchange Energy Market.

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

2. Determination of Credit.

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

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

A ParticipantMember's Virtual Credit Exposure will be calculated on a daily basis for all
_virtual bids submitted by the market participant for the next opcrating day using the
following cquation:

Virtual Credit Exposure = the lesser of:

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

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

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

Each PJM Market Participant that is identificd as requiring Virtual Bid Screening based
on bidding history will be screened in the following manner: If the participant's Virtual
Credit Exposure exceeds its Credit Available for Virtual Bidding, the Market Panticipant
will be notified via an eMKT crror message, and the submitted bids will be rejected.
Upon such notification, the Market Participant may aiter its virtual bids and offers so that
its Virtual Credit Exposure docs not exceed its Credit Available for Virtual Bidding, and
may resubmit them. Bids may be submitted in one or more groups during a day. if one
or more groups of bids is submitted and accepted, and a subsequent group of submitted
bids causes the total submitted bids to exceed the Virtual Credit Exposure, then only that
subsequent set of bids will be rejected. Previously accepted bids will not be affected,
though the Market Participant may choose to withdraw them voluntarily.
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- b, For exjsti ion Capagity Resources. located outside the PIM R Rezion that

"~ on the date of commencement of Int tion icg,

d. For Quelifving Transmission Upgrades, the RPM Credit Reguirement shall be
reduced to zero on the date the Qualifving Trensmissiop Upgrade is placed in service,

D. REM Auction Credit Rate

Dele_car_mleMnxLﬁmmbhgmmu PIM if; _(_)_Um_offcreslrcmurc;
clears in such auctiop; (ii) the Market Seller subsequently becomes deficient in its ability
to provide such resource; (i) the Market Seller paticipates in_a_First_or Third
Incremental Auclion 1o oblain replagcment resources for such Season Delivery Year to
- meet_the obiigation for which the Market Seller is deficient; and (iv)_the Capacity
Regource Clearing Pricg in such Ingremental Auction excgeds the Capacity Resource
Clearing Price the resoyree was to receive a5 a result of clearigg the prior auction,

As set forth_jg the PIM Manuals, a separate Auction Credit Rate shall be calculated for
cach Qcm:agar.m_v___r to_each Reliability Pricing Mode} Auction for such Delivery
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Price Exposure factor will be caloylated initially jn the same manncg. as for the
first three Incremental Auctions, but shall be reduced to the extent the greatest
pergent price increase for 3 given Delivery Year (as measured between any
Incremental Auctiop and its gssociated Base Residual Auction) was lesg than
the value ipitially calcylated, and shall be increased to the extent the second
greatest  percent price increase for a given Delivery Year (as measured
between any Incramental Auction and its associated: Basc Residual Auction)
- was greater than the value initially. calculated,

3. After six Incrementa] Auctions have been conducted for any, Delivery Y ear(s),
the Maximum Prce Exposure factor for such Delivery Year will be the second
lasgest percent pricg increasc (as measured between any Incremental Auction
and its associated Base Residual Auctiop) for any Incremental Augtions for

such Delivery Year conducted during the then-current calendar vear or during
any of the three preceding calendar years.

£V.  FORMS OF FINANCIAL SECURITY

Applicants/Participants/Members that provide Financial Security must provide the
security in a PJM approved form and amount according to the guidelincs below.
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Acceprtable forms of Financial Security include cash deposits and letters of credit.

| ¥v.] FINANCIAL TRANSMISSION RIGHT AUCTIONS

A.SCOPE.

Credit shall be required for all FTR auction products. The forcgoing notwithstanding, bids
from Established Monthly FTR Market Participants for single calendar month FTRs covering
the month beginning immediately afler 2 monthly FTR auction will not be included in their

FTR credit requirement(s}.
A. Total FTR Credit Requircment.

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

C. Auction Credit Requirement.

For each FIR auction, PJM shall calculate an Auction Credit Requirement for cach Market

Participant. If a set of submitted bids would cver cause a Market Participant's Auction

Credit Requircment to exceed the Market Participant's auction credit limit, then that set of
~ Submitted bids shall be rejected.

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

A. Total FTR Credit Limit,

Market Participants shall establish a total FTR credit limit prior 1o bidding in an FTR auction,
provided that this requirement shall not apply if an Established Monthly FTR Market
Participant exclusively bids on single calendar month FTRs covering the month beginning
immediately after a monthly FTR auction.

A total FTR credit limit can be established by utilizing the unused portion of a Market
Participant’s cwrently established Unsecured Credit limit at PJM provided the Market
Participant specifically makes such a request in writing to the PJM Treasury Department.
FTR credit can also be established or enhanced by the Market Participant providing
additional Financial Security or Corporate Guaranty, of a type acccptable under this Credit
Policy.
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- » The letter of credit must clearly state the full namcs of the "lssucr”, "Account Party"
and "Beneficiary” (PJM), the dollar amount available for drawings, and shall specify
that funds will be disbursed upon presentation of the drawing certificate in
accordance with the instructions stated in the letter of credit. The letter of credit
should specify any statcment that is required to be on the drawing certificate, and any
other terms and conditions that apply to such drawings,

» The PJM Credit Application contains an acceptable form of a letter of credit that

should be utilized by an Applicant/Participant/Member choosing to meet its Financial

~  Sccurity requirement with a letter of credit. If the letter of credit varics in any way

from the PJM format, it must first be reviewed and approved by PIM. All costs

associated with obtaining and maintaining a lefter of credit and meeting the policy
provisions arc the responsibility of the Applicant /Participant/Member

+ PIM may accept 4 letter of credit from a Financial Institution that does not meet the
credit standards of this Policy provided that the Ictier of credit has third-party support,
in a form acceptable to PJM, from a financial institution that docs mcet the credit
standards of this Policy.

| VI. EVENTS OF DEFAULT

Failure to comply with this policy (except for the responsibility of an .
- Applicant/Participant/Memboer to notify PJM of a Matcrial change) shall be considered an -

cvent of default. Pursuant to §15.1.3(a) of the Operating Agreement of PJM

Interconnection, L.L.C. and §1.7.3 of the PUM Open Access Transmission Tariff,

non-compliance with the PJM Credit Policy is an cvent of default under those respective

Agreements. In cvent of default under this Credit Policy or one or more of the

Agrcements, PIM will take such actions as may be required or permitted under the

Agreemcnts, including but not limited to the termination of Participant/Member's

ongoing Transmission Service and participation in PIM Markcts. A Participant/Member

will have threc (3) Business Days from notification of policy breach to remedy the

situation in a manner deemed acceptable by PJM. PJM has the right to liquidate all or a

portion of a Participant/Member’s Financial Security at its discretion to satisfy Total Net

Obligations to PJM in the event of default under this Credit Policy or onc or more of the

Agreements.

] VII. DEFINITIONS:
AfTiliate —Affiliate is defined io the PJM Operating Agreement, §1.2.

Agreements — The Operating Agreement of PJM Interconnection, L.L.C., the PJM Open
Access Transmission Tariff, the Reliability Assurance Agreement, the Reliability
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[ndividual FTR Credit Requircments — Shall mcan the bid price for the FTR less the
Revenuc Offset for the FTR, If the Individual FTR Credit Requirement for an FTR
results in a valuc less that zero, that Individual FTR Credit Requirement shall be sct to

zcro,
Market Participant — shall have the meaning provided in the Operating Agreement,

Material - For these purposcs, material is defined in §1.B.3, Material Changes. For the
purposcs herein, the use of the term "matcrial” is not necessarily synonymous with use of
~the term by governmental agencies and rcgulatory bodies.

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

Net Obligation - Thc amount owed to PJM for purchases from the PJM Markets,
Transmission Service, (under both Part I and Part 111 of the O.A.T.T.), and other services
pursuant to the Agreements, after applying a deduction for amounts owed to a Participant
by PIM as it pcr!mm to monthly market acuv:ty Mwmhamﬂ
M-H—be—add&l—-{e-&m—ﬁgme—Should othcr markcts he formcd such that Pammpants may
incur future Obligations in thosc markets, then the aggrcgate amount of those
Obligations will also be added to the Net Obligation.

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

Obligation — All amounts owed to PJM for purchases from the PJM Markets,
Transmission Service, (under both Part 11 and Part 11l of the O.A.T.T.), and other services
pursuant to the Agreements, In addition, aggregate amounts that will be owed to PIM in
the future for Capacity purchases within the PJM Capacity markets will be added to this
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| ATTACHMENT ¥DD

Reliability Pricing Model

1. INTRODUCTION

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

(a}  support for LSEs in satisfying Daily Unforced Capacity Obligations for future Delivery
Ycars through Sclf Supply of Capacity Resources;

(b)  acompetitive auction mechanism to secure the forward commitment of additional

| Capacity Resources and Qualifying Transmission Upgrades as necessary to satisfy the portion of
LSEs’ Unforced Capacity Obligations not satisfied through Self-Supply, in order to ensure the
reliability of the PJM Region for future Delivery Years;

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

[ {d) recognition for the locational end-eperationat-reliability-benefits of Capacity Resourcces;

(¢)  deficiency charges to ensure progress toward, and fulfillment of, forward commitments
| by demand and gencration resources to satisfy capacity and-eperational-reliabitity-requirements;

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

() a Reliability Backstop mechanism to ¢nsure that sufficient generation, transmission and
demand respanse solutions will be available to prescrve system reliability.
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- 2. DEFINITIONS

Definitions specific to this Attachment are set forth below. [n addition, any capitalized

terms used in this Attachment not defined herein shall have the meaning given to such terms

| elscwherce in this Tariff gg in the RAA. References to section numbers in this Attachment ¥-DD
refer to sections of this attachment, unless otherwise specified.

2.1 Annual Revenue Rate

“Annual Revenuc Rate” shall mcan the rate employed to asscss a compliance
penalty charge on a Demand Resource Provider or ILR Provider under section 11.

2.2 Avoidable Cost Rate

“Avaidable Cast Rate” shall mean a component of the Market Sclier Offer Cap
calculated in accordance with scction 6.

23 Base Load Generation Resource

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

24 Base Offer Segment
“Base Offcr Scgment™ shall mean a component of a Seli Offer based on an

existing Generation Capacity Resource, equal to the summer—net—capability —of—the
iastalledUnforced eCapacity of such resource, as determined in accordance with the PIM
Manuals, minus the EFORd Offer Segment. If the Sell Offers of multiple Market Sellers are
based on a single existing Generation Capacity Resource, the Base Offer Segments of such
Market Sellers shall be determined pro rata based on their entitlements to Unforced Capacity
from such resource.

25 Base Residual Auction

[ “Base Residual Auction” shall mean the auction conducted fous-threg years prior
to the start of the Delivery Year to securc commitments from Capacity Resource as necessary 10
satisfy any portion of the Unforced Capacity Obligation of the PJM Region not satisfied through

Sclf-Supply.
2.6 BuyBid

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

2.7  Capacity Credit
“Capacity Credit” shall have the meaning specified in Schedule 11 of the

Operating Agreement, including Capacity Credits obtained prior to the termination of such
Schedule applicable 10 periods after the termination of such Schedule.
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2.10 Capacity Market Buycr

“Capacity Market Buycr” shall mean a Member that submits bids to buy Capacity
Resources in the First Incremental Avction or Third Incremental Auction.

2,11 Capacity Market Seller

“Capacity Market Scller” shall mean a Member that owns, or has the contractual
authority to control the output or load reduction capability of, a Capacity Resource, that has not
transferred such authority to another entity, and that offers such resource in the Base Residual
Auction or an Incremental Auction.

2.12  Capacity Resource

“Capacity Resource” shall have the meaning specified in the Reliability .
- Assurance Agrcement. e

2.13  Capacity Resource Clearing Price

“Capacity Resource Clearing Price” shall mean the price calculated for a Capacity
Resource that offered and cleared in a Base Residual Auction or Incremental Auction, in accordance
with Section 3.

2.14  Capacity Transfer Right

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

- Locational Deliverability Area, to receive payments, based on the transmission import capability

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

to the Locational Pricc Adder, if any, included in thc Zonal Capacity Price calculated for a
Locationat Delivery Area.

2.16 Cost of New Entry

“Cost of New Entry” or “CONE” shall mean the realnominal levelized cost of a Reference

- Resource, as quantified-and-stateddetermined in accordance with-ia section 5.
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- 2.17 Daily Deficiency Rate

*“Daily Deficiency Rate™ shall mean the rate employed to assess certain deficiency
charges under sections 7, 8, 9, 0r 12,

2.18  Daily Unforced Capacity Obligation

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

2.19 Delivery Year

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

2.20 Demand Resource

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

2.21 Demand Resource Factor

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

2.22 Demand Resource Provider

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

223 EFORd

“EFORJ™ shall have the mcaning specificd in the PJM Reliability Assurance
Apgreement.

2,24 EFORd Offer Segment

“EFORd Offer Segment™ shall mean a component of a Sell Offer permitted under
section 6 to address the potential for changes in EFORd in the time period between the conduct
of an auction and the final determination of EFORJ for a Delivery Year. If the Sell Offers of
multiple Market Sellers are based on a single existing Generation Capacity Resource, the EFORd
Offer Scgments of such Market Selters shall be determined pro rata based on their entitlements
to Unforced Capacity from such resource.
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where “Forecast LD bligation” shall me of  the Forecast Zonal [LR
Obligations for all Zones in such LDA, \

2.26 Final RTO Unforced Capacity Obligation

“Final RTQ Unforced Capacity Obligation” shall mean the capacity obligation for
the PJM Region, determined in accordance with Schedule 8 of the Rcliability Assurance
Agreement,

2.27  First Incremental Auction

“First Incremental Auction” shall mean an auction conducted pursuant to Section

- 5 in which Market Scllers that committed Capacity Resources in the Base Residual Auction for a

Delivery Year, which subsequentiy are detcrmined to be unavailable to deliver the committed

Unforced Capacity in such Delivery Ycar, may submit Buy Bids for replacement Capacity
Resources.

2.28 Forecast Pool Requirement

“Forccast Pool Requirement” shall have the meaning specified in the Reliability
Assurance Agrecment,

2.29 Forecast RTO ILR Obligaton
“Forecast RTO JLR Obligation™ shall mean, in unforced capacity; terms, the ILR
Forecast- for the PJM Region times the DR Factor, times the Forecast Pool Requirement.

230 Forceast Zonal ILR Obligation

“Forccast Zonal ILR. Obtigation” shall mean, in unforced capacity terms, the ILR
Forecast for the Zone times the DR Factor, times the Forceast Pool Requirement.
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- 231 Generation Capacity Resource

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

2.32 ILR Forecast

“ILR Forecast” shall mean, for a Delivery Year, the average annual megawatt
quantity of [LR certified for the five Planning Periods preceding the datc of the forecast;
provided, however, that before such data becomes available for five Belivery Years under the
Reliability Pricing Model, comparable data on Active Load Management (as dcfined in the
preexisting reliability assurance agreements) from up to five prior Planning Periods shall be
substituted as neccessary; and provided further that, for transmission zones that were integrated

| into the PJM Region in-the-tweless than five years prior o the conduct of the Base Residual
Auction for the Delivery Year, data on incremental load subject to mandatory interruption by
Electric Distribution Companics within such zones shall be substituted as necessary.

2.3} ILR Provider

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

- 234 [I[ncremental Auction

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

2.35 Incremental Capacity Transfer Right

“Incremental Capacity Transfer Right” shall mecan a Capacity Transfcr Right
allocated to a Generation Interconnection Customer or Transmission Interconnection Customer
obligated 10 fund a transmission facility or upgrade, to the extent such upgrade or facility
increases the transmission impod capability into a Locational Deliverability Area.

2.36 I[nterruptible Load for Reliability (ILR)

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

- Asguranee-Agreement;
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2.37 Load Serving Entity (LSE)

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

2.38 Locational Deliverability Area (LDA)

“Locational Deliverability Area” or “LDA™ shali mean a geographic arca within
the PJM Region that has limited transmission capability to import capacity to satisfy such arca’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 Schedule [0Q.) of
the Reliability Assurance Agrecment.

2.39 locational Deliverability Area Reliability Requirement

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

238 Locational Deliverabilitv Reaut

Locational-Deliverability-Requirement™—shall-inean-the requirement-tor Unforeed
WWMM%WWMWW

- 2.40 Locational Price Adder

“Locational Pricc 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 relicve
applicable binding locational constraints.

2.41  Locational Reliability Charge

“Locational Reliability Charge™ shall have the meaning specified in the Reliability
Assurance Agreement.

2.42  Net Cost of New Entry

“Net Cost of New Entry” shall mean the Cost of Ncw Entry minus the Net Encrgy
and Ancillary Service Revenue Offset, as defined in Section 5.

2.43 Nominated Demand Resource Value

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

“Nominated ILR Value” shall mean thc amount of load reduction that an ILR

resource commits to provide cither through dircct load control, firm service level or guaranteed

| load drop_programs. For ILR, the maximum Nominated ILR Capacity Value is limited, in

accordance with the PJM Manuals, to the value appropriate for the mcthod by which the load
reduction would be accomplished, at the time the ILR is certified.

245 Opportunity Cost

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

246 Peak-Hour Dispatch

~Peak-Hour Dispatch” shall mean.. for purposes of ca t
MMQMM&M&WMMM
fully set forth in the PYM Manuals, that the Reference Resoyrce is dispatched in four djstinet
blogks of foyr hours of continuous output for cas M@MM@LM&

with the hour ending 0800 EPT through to the hour ending 2300 EPT for apy da he
ammmme_MCh :msﬂ;gusmﬂ;mammm;

- h_sgux. fur hmsk c Ldm.gggummb_mm_% to be
Qﬁnﬂ*tchedim._m.hlos_‘

2.47 Pgak Season

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

2.49 FPlanned Demand Resource

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

2.50 Planned Generation Capacity Resource

“Planned Generation Capacity Resource” shall have the meaning specified in the
Reliability Assurance Agreement.
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2,51 Plaoning Period

-
“Planning Period” shall have the mcaning specificd in the Reliability Assurance
Agreement.
252 PJM Region
“PJM Region” shall have the meaning specified in the Reliability Assurance
Agrecment.
253 PJM Region lnstalled Reserve Margin
- “PJM Region Installed Reserve Margin” shali have the meaning specified in the
Reliability Assurance Agreement.
2,54 PJM Region Peak Load Forecast
] “PJM Region Peak Load Forecast™ shall mean the peak load forecust- used by the
Office of the Interconnection in determining the PJM Region Reliability Requirement, and shall
be determined on hoth a preliminary and final basis as set forth in section 5.
2,55 PJM Region Reliability Requirement
“PJM Region Reliability Requircment” shall mean, for purposes of the Basc
Residual Auction, the Forecast Pool Requirement muitiplied by the Preliminary PJM Region Peak
Load Forccast; and, for purposcs of the Second Incremental Auction, the Forecast Pool
- Requirement multiplicd by the Final PJM Region Peak Load Forecast,

2.56 Projected PJM Market Revenues

“Projected PIM Market Revenues™ shall mean a component of the Market Seller
Offer Cap calculated in accordance with section 6.

2,57 Qualifying Transmission Upgrade

“Qualifying Transmission Upgmdc” shall mean a proposcd enhancement or addition
to the Transmission System that: (a) will increase imper—GCapabilitythe Capacity Emergency
Trapsfer Limit into an LDA by a megawatt quantity certified by the Office of the Interconnection;
(b) the Office of the Interconnection has determined will be in service on or before the
commencement of the ﬁrsl Dehvcxy Year for which such upgradc is the subject of a Sell Offer in

Intcroonnecuon Customer or Transm:sslon Intcrconnocnon Customcr is obligated to fund
through a rate or charge specific to such facility or upgrade.

2.58 Reference Resource
“Reference Rmourcc shall mean a combusnon nubmemmg_m
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2.59 Reliability Assurance Agreement
“Reliability Assurance Agreement” shall mean that certain “Reliability Assurance
Agrcement Among Load-Serving Entitics in the PJIM Region,” on file with FERC as PIM
[nterconnection, L.L.C. Ratc Schedule FERC No.44.
2.60 Reliability Pricing Modecl Auction
“Reliability Pricing Model Auction™ shall mean the Base Residual Auction or any
Incremental Auction,
2.61 Resource Substitution Charge
“Resource Substitution Charge™ shall mean a charge assessed on Capacity Market
Buyers in a First Incremental Auction or Third Incremental Auction to recover the cost of
replacement Capacity Resources.
2.62 Second Incremental Auction
“Second Incremental Auction™ shall mean an auction conducted pursuant to
- Scction 3, to secure the commitment of Capacity Resources as necessary to satisfy an increase in

the PJM Region Peak Load Forecast above that reflected in the Base Residual Auction.

2,63 Secll Offer

“Scll Offer” shall mean an offer to sell Capacity Resources in 2 Base Residual
Auction, Incremental Auction, or Reliability Backstop Auction.

2.64 Sell Offer Price Cap

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

2,65  Self-Supply

“Self-Supply” shall mean Capacity Resources sccured by a Load-Serving Entity,
by ownership or contract, outside a Reliability Pricing Model Auction, and uscd to meet
obligations under this Attachment or the Reliability Assurance Agreement through submission in
a Base Residual Auction of a Sell Offer indicating such Market Seller’s intent that such Capacity
Resource be committed regardless of clearing price. An LSE may submit a Sell Offer with a
price bid for an owned or contracted Capacity Resource, but such Sell Offer shall not be deemned
“Self-Supply,” solely as such term is used in this Attachment.
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el 2.66 Third Incremental Auction
“Third Incremental Auction” shall mean an auction conducted pursuant to Section
5, in which Market Sellers that committed Capacity Resources in the Base Residual, First
Incremental, or Second Incremental Auction for a Delivery Year, which subsequently are
determined to be unavailable to deliver the committed Unforced Capacity in such Delivery Year,
may submit Buy Bids for replacement Capacity Resources.
2.67 Thirey-Minute Start-Resource]ransition Adder
“Irapsition Adder” shall mean 3 _component of a Sell Offer pgmitted for certain
Q_M__S;MLLEBS onﬂm_Lg_mf_oﬂlem_LdW
2.68 Transition Period
“Transition Period™ shall mean the fous-year period consisting of the Delivery Years
| commencing June 1, 20076, June 1, 20087, Junc 1, 20098, and June 1, 201009.
2.69 Unforced Capacity
“Unforced Capacity” shall have the meaning specified in the Reliability Assurance
Agreement.
2.70  Variable Resource Requirement Curve
S’

“Variable Resource Roquiremient Curve” shall mean a series of maximum prices that
can be cleared in a Base Residual Auction for Unforced Capacity, corresponding to a series of
varying resource rcquirements based on varying instalied reserve margins, as determined by the

_Office of the Interconnection for the PIM Region and eaeh—for certain Locational Deliverability
Areas in accordance with the methodology provided in Scction 5.

2.1 Zonal Capacity Price

“Zonal Capacity Price” shall mean the clearing price required in cach Zone to
meet thc dema.nd for Unforccd Capacnty and samfy Locational Deliverability Requirements aad
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L COMMON SERVICE PROVISIONS
1 Definitions

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

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

- 11 Ancillary Services: Those scrvices that are neccssary to support the transmission
of capacity and energy from rcsources to loads while maintaining rcliable
operation of the Transmission Provider's Transmission System in accordance
with Good Utility Practice.

1.2 Apnual Transmission Costs: The total annual cost of the Transmission System
for purposcs of Network Integration Transmission Service shall be the amount
specificd in Attachment H for each Zone until amended by the applicable
Transmission Owner or modified by the Commission,

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

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

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

1.3B Bchind The Meter Generation: Bchind The Meter Generation refers to a
gencration unit that delivers cnergy to load without using the Transmission
System or any distribution facilities (unless the cntity that owns or leases the
distnbution facilitics has consented to such use of the distribution facilitics and
such consent has been demonstrated to the satisfaction of the Office of the
Interconnection); provided, however, that Behind The Meter Generation does not
include (i) at any time, any portion of such generating unit’s capacity that is
designated as a Generation Capacity Resource; or (ii) in an hour, any portion of
the output of such generating unit[s] that is sold to another cntity for consumption
at another electrical location or into the PJM Interchange Energy Market.
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1.3BB Black Start Service: Black Start Service is the capability of generating units to
start without an outsidc electrical supply or the demonstrated ability of a
generating unit with a high operating factor (subject to Transmission Provider
concurrence) to automatically remain opcrating at reduced levels when
disconnccted from the grid.

13C Capacity Interconnection Rights: The rights to input generation as a
Generation Capacity Resource into the Transmission System at the Point of
[nterconnection wherc the genmcrating facilitics connect to the Transmission
System,

1.3D Capac:ty Resonrce =
g gmmdg.l_,m the Rchd.bshty Assurancc Agrcemcnt—m—th&?:elmbﬂﬁy
Assurance-Apreement-South,
1.3E Capacity Transmission Injection Rights: The rights to schedule energy and
capacity deliveries at a Point of Interconnection (as defined in Section 50.44) of a
Merchant Transmission Facility with the Transmission System. Capacity
Transmission Injection Rights may bc awarded only to a Merchant D.C.
Transmission Facility and/or Controllable A.C. Mcrchant Transmission Facilitics
that connccts the Transmission System to another control area. Deliverics
scheduled using Capacity Transmission Injection Rights have rights similar to
thosc under Firm Point-to-Point Transmission Service or, if coupled with a
generating unit external to the PIM
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- 36.5.1

36.1.2

- 36.1.3

36.1.4

Interconnection Services: Genceration Interconncction Customers may
request either of two forms of Interconnection Scrvice, i.e.,
interconnection as a Capacity Resource or as an Energy Resource. Energy
Resource status allows the generator to participate in the PJM Interchange
Energy Market pursuant to the PJM Operating Agreement. Capacity
Resource status allows the generator to panticipate in the PJM Interchange
Encrgy Market to be utilized by load-serving cntities in the PJM Region to
meet capacity obligations imposed under the Reliability Assurance
Agreement and/or to be designated as a Network Resource under Part 111,
Capacity Resourccs also may participate in' BHM-Capaoity-Credit Marleets

jabili icigg Model Auctiops and in Ancillary Scrvices markets
pursuant to the PJM Tariff or the Operating Agreement. Capacity
Resource status is based on providing sufficient transmission capability to
ensure deliverability of generator output to the aggregate PIM Network
Load and to satisfy various contingency criteria established by the
Applicable Regional Reliability Council in which the gencrator is located.
Specific tests performed during the Generation Intcrconnection Feasibility
Study and later System Impact Study will identify those upgrades required
to satisfy the contingency criteria applicable at the generator's location.

No Applicability to Transmission Service: Nothing in this Part IV shall
constitute a request for transmission scrvice, or confer upon a Generation
Interconncction Customer any right 10 receive transmission scrvice, under
Part I or Part [11.

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

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

45 Capacity Interconnection Rights

45.1 Purpose: Capacity Interconnection Rights shall catitle the holder to deliver the
output of a Capacity Resource at the bus where the Capacity Resource
jnterconnects to the Transmission System. The Transmission Provider shall plan
the cnhancement and expansion of the Transmission System in accordance with
Schedule 6 of the Opcrating Agreement such that the holder of Capacity

- Interconnection Rights can integratc its Capacity Resources in a manner
comparable to that in which cach Transmission Owner integrates its Capacity
Resources to serve its Native Load customers.

45.2 Recceipt of Capacity Interconnection Rights: Generation accredited under the
Reliability Assurance Agreement;-the-Reliability-Assurance-AgreomentWest-or
the-Reliability-Assuranee-Agreement-South as a Capacitly Resource prior to the
original effective date of this Part 1V shall have Capacity Interconnection Rights
commensurate with the size in megawatts of the accredited generation. When a
Generation Interconncction Customer's gencration is accredited as a Capacity
Resource, the Generation Interconnection Customer also shall receive Capacity
Interconncction Rights commensurate with the size in megawatts of the
generation accredited as a Capacity Resource. Pursuant to applicable terms of

~ Schedule 10 of the Reliability Assurance Agrecement, Reliability Assurance
Agreement-South or of the Recliability Assurance Agreement-West, a
Transmission Interconnection Customer may combine Incremental Deliverability
Rights associated with Merchant Transmission Facilities with generation capacity
that is not otherwise accredited as a Capacity Resource for the purposes of
obtaining accreditation of such generation as a Capacity Resource and associated
Capacity Interconnection Rights.

45.3 L.oss of Capacity Interconnection Rights:

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

This section describes procedures related to the submission and processing of Generation
Interconnection Requests related to new generation resources of 20 MW or less or the increase in
capability, by 20 MW or less over any period of 24 consecutive months, of an cxisting
generation resource, for which Capacity Interconncction Rights arc to be granted. Such resources
may participatc in the PJM energy and capacity markets and may, therefore, be used by load
serving cnfities 10 mect capacity obligations imposed under the. PJIM Reliability Assurance
Agreement or the Reliability Assurance Agreement-South. These procedures apply to generation
resources which, when connected to the system, are expected to remain connected to the system
for the normal life span of such a2 generation resource. These proccdures do not apply to
resources that are specifically being connected to the system temporarily, with the expectation
that they will later be removed,

110.1 Application

| The Interconnection Customer desiring the interconnection of a new Generation
Capacity Resource of 20 MW or less or the increase in capacity, by 20 MW or

! less, of an existing Gencration Capacity Rcsource, must submit a completed
Attachment N - Form of Generation Interconnection Feasibility Study
Agreement. Attachment N of the PIM Tariff may be found on the PJM web sitc at
www,pjm.com/geninter/geninter.himl and must be submited to Transmission
Providcr.

All reguircments rclated to the submission, for a larger resource, of an Attachment :
N application must be satisfied for a capacity addition of 20 MW or less, except -
that the non-refundable $10,000 deposit requirement is waived. In submitting the

Attachment N application, the Interconnection Customer may strike out and initial

all references to the non-refundable $10,000 deposit. While the deposit

requircment is waived, the Intcrconnection Customer is responsible for all costs

associated with the processing of the request and the performance of the

Feasibility Study related to the request and will be billed for such costs following

the completion of the Feasibility Study.,

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

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

110.2 Fessibility Study

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

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

Oncc the Feasibility Study is completed, a Feasibility Study report will bhe
prepared and transmitted to the interconnection Customer along with a System
Impact Study Agrecment. In order to remain in the Interconnection Queue, the
Interconnection Customer must teturn the executed System Impact Study
Agreement within 30 days, along with documents demonstrating that an initial air
permit application has been filed, if required. The deposit associated with the
System Impact Study Agrcement shall be equal to the cstimated cost of the
System [mpact Study, as specified by the Transmission Provider. The
Interconnection Customer is responsible for all actual costs associated with the
performance of the System Impact Study related to the request and will be billed
for such costs following the completion of the System Impact Study, as necessary.
Transmission Provider shall rctain the deposit until the settiement of the final
invaice for the System Impact Study, provided however, in the event that the total
actual cost of the System Impact Study does not exceed the total estimated cost of
the System Impact Study then the deposit may be applied for payment of invoices
for the cost of the study. In some cases, where no network impacts are identified
and there are no other projeets in the vicinity of the small resource addition, the
System Impact Study may not be required and the project will procced directly to
the Facilities Study.
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110.3 System [mpact Study

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

Load dcliverability will only be evaluated for sub-areas where margins are known

to be limited. In most cascs, the addition of small Generation Capacity Resources

will improve local deliverability margins. However, if sub-area margins are

known to be limited, the impact of the ncw resource will be evaluated based on its
- impact on the contingencies limiting emergency imports to the sub-area.

Generation deliverability is tested using linear analysis tools. In most cascs, small
capacity additions will have no impact on gencrator dcliverability in an area. If
violations are observed, more detailed testing using AC 100ls is required.

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

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

Once the System Impact Study is complcted, a System Impact Study report will
be prepared and transmitted to the Interconncction Customer along with a
Facilities Study Agrcement. [n order to remain in the Interconnection Queue, the
interconnection Customer must return the exccuted Facilitics Study Agreement
within 30 days, along with a deposit in the amount of the estimated cost of the
Facilities Study. The Interconnection Customer is responsible for all actual costs
associated with the performance of the Facilities Study related to the request and
will be billed for such costs following thc completion of the Facilities Study. If
no transmission systcm facilities are required, the Facilities Study may not bc
required and the project will proceed directly 1o the execution of an
Interconnection Service Agreement,
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e 1104 Facilities Study

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

- some of the required transmission facilities. In such cases, facilities design will
be reviewed, under the Facilitiecs Study Agrcement, by thc Interconnccted
Transmission Owner.

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

110.5 Interconncction Service Agreement

As with larger generation projects, an Interconncction Service Agrecement must be

executed and filed with the FERC. The Interconnection Scrvice Agreement

identifics the obligations, on the part of the Interconnection Customer, to pay for

transmission facilities requircd to facilitate the interconnecction and the Capacity
| [nterconnection Rights which arc awarded to the Gegeration Capacity Resource.

In general, the execution of an Interconnection Service Agreement is no different

[ for capacity additions of 20 MW or less than for larger Generation Capacity
Resources. However, in instances where an increase of 20 MW or less (o an

i cxisting Generation Capacity Resource can be put in service immediately, a
modified Interconnection Scrvice Agreement may be executed. If such an
increase is expedited through the System Impact Study phase, ahead of larger
projects already in the Interconnection Queue, an Interconnection Service
Agreement will be executed granting interim Capacity Interconnection Rights,
These interim rights will allow the capacity increase to be implemented and the
resource to participate in the capacity market until studies have becn completed
for earlier queued resources and all related obligations have been defined. At
such time, the interim rights awarded the smaller capacity addition will become
dependent on the construction of any roquired transmission facilities and the
satisfaction of any financial obligations for those facilities. If, once thosc
obligations arc defined, the smaller capacity addition desires to retain the interim
Capacity Interconnection Rights, a new Interconnection Service Agreement will
be executed.
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-w | If a new Generation Capacity Resource of 20 MW or less can be quickly
connected to the system, interim Capacity Intcrconnection Rights can be awarded,
as above, through the execcution of a modified Interconnection Scrvice
Agreemcent,

110.6 Other Requirements

Requirements and application procedures related to PJM membership are

specificd in the PJM Manuals. Additionally, the PIM Manuals detail a range of

operational requirements for generation owners related to, among other things, the

nced for control center facilities and modcling in the PJM Energy Management
- System and unit commitment tools.

111 Permanent Energy Resource Additions Of 20 MW Or Less But Greater 'Than 2MW

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

111.1 Applicatiop

The Interconncction Customer desiring the interconnection of a new Energy
Resaurce of 20 MW or less but greater than 2 MW or the increasc in capability,
by 20 MW or less but greater than 2 MW of an existing resource, must submit a
completed Attachment N - Form of Generation Interconnection Feasibility Study
Agrcement. Attachment N of the PJM Tanff may be found on the PJIM web site
at www.pjm.com/geninter/geninter.htm! and must be submiticd to Transmission
Provider.

All requirements rclated to the submission, for a larger resource, of an Attachment
N application must be satisfied for a capability addition of 20 MW or less but
greater than 2 MW, except that the non-refundable deposit requirement is $1,000,
rather than $10,000. The Interconnection Customer is responsible for all actual
costs associated with the processing of the request and the performance of the
Feasibility Study related to the request and will be billed for such costs following
the completion of the Feasibility Study.
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- Once the Feasibility Study is completed, a Feasibility Study report will be
prepared and transmitied to the Interconnection Customer along with a System
Impact Study Agreement. In order to remain in the Interconnection Queue, the
Interconncction Customer must return the cxecuted Systern Impact Study
Agreement within 30 days, along with documents demonstrating that an initial air
permit application has been filed, if required. The deposit associated with the
Systemn fmpact Study Agreement shall be equal to the estimated cost of the
System Impact Study, as specified by the Transmission Provider. The
interconnection Customer is responsible for all actual costs associated with the
performance of the System Impact Study related to the request and will be bifled
for such costs following the completion of thc System Impact Study.
- Transmission Provider shall retain the deposit until the settlement of the final
invoice for the System [Impact Study, provided however, in the event that the total
actual cost of the System Impact Study does not exceed the total estimated cost of
the System Impact Study then the deposit may be applied for payment of invoices
for the cost of the study. In some cases, where no network impacts are identified
and therc are no other projects in the vicinity of the small resource addition, the
System Impact Study may not be required and the project will proceed directly to

the Facilities Study.

111.3 System Impact Study

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

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

Stability analysis is gencrally not performed for small capacity additions. If the
capacity of an cxisting gencrating resource is increased by 20 MW or less,
stability will be cvaluated for critical contingencics only if existing stability

} margins arc small. New Generation Capacity Resources of 20 MW or less will
only be cvaluated if they are connected at a location where stability margins
associated with existing resources are smail.

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

Once the System Impact Study is completed, a System Impact Study report will
be prepared and transmitted to the Interconnection Customer along with a
Facilities Study Agreement. In order to remain in the interconnection queue, the
Interconnection Customer must retumn the executed Facilities Study Agreement
within 30 days, along with a deposit in the amount of the estimated cost of the
Facilities Study. The Interconnection Customer is responsible for alf actual costs
associated with the performance of the Facilities Study related to the request and
will be billed for such costs following the completion of the Facilities Study. If
no transmission system facilities are required, the Facilities Study may not be
required and the project will proceed directly to the execution of an
Interconnection Service Agreement.
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-
Total Generation Qwner Monthly Revenue Requirement is the sum of the Zonal
Generation Owner Monthly Revenue Requirements for all Zones in the PIM
Region.
Allocation Factor is the monthly transmission use of each Network Customer or
Transmission Customer per Zone or Non-Zone, as applicable, on a megawatt
basis divided by the total ransmission use in the Zone or in the PJIM Region, as
applicable, on a megawatt basis.

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

For Transmission Customers, monthly transmission usc on a megawatt
hasis is the sum of the Transmission Customer’s hourly amounts of
Reserved Capacity in the month (not curtailed by PIM) divided by 24,
Adjustment Factor is determinced as the sum of the total monthly transmission use
in the PJM Recgion, exclusive of such use by Transmission Customers serving
Non-Zone Load, divided by the total monthly transmission use in the PJM Region
on a megawatt basis.
-—
[n the event that a single customer is serving load in more than one Zone, or serving Non-
Zone Load as well as load in onc or more Zones, or is both a Network Customer and a
Transmission Customer, the Monthly Charge for such a customer shall be the sum of the
Monthly Charges determined by applying the appropriatc formulae sct forth in this Schedule 2
for each category of scrvice.
Payment to Gencration Owners
Each month, the Transmission Provider shall pay each Generation Owner an amount
cqual to the Generation Owner’s monthly revenue rcquircment as accepted or approved by the
| Commission. In the event a Generation Owner sells a Generation Capacity Resource(s) which is
included in its cumrent effective monthly revenue requiremcent accepted or approved by the
Commission, payments in that Generation Owner's Zone may be allocated as agreed to by the
| owners of Generation Capacity Resources in that Zone. Such Generation Owners shall inform
Transmission Provider of any such agreement. In the absence of agreement among such
Generation Owners, the Commission, upon application, shall establish the allocation. Generation
Owners shall not be cligible for payment, pursuant to this Schedule 2, of monthly revenue
requirernent associated with those portions of generating units designated as Bchind The Meter
Generation.
-
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SCHEDULE 9-5
Capacity Resource and Obligation Management Service

a) Capacity Resource and Obligation Management Service comprises the activities
of PIM associated with (i) assuring that customers have amanged for sufficient generating
capacity 1o meet their msmlled- Mcapacuy obhgatlons under thc Re]lablllly Assurance
Ammt (“RAA" the SIUFAREa ELET A R
WW—MM%MHMH (i) processmg thwork Integratlon
Transmission Scrvice; and-(iii) administering the eapacityeredit-market—in-Reliability Pricing
Medel auctions for the PJM Region; and (iv) administering or providing technical support for the
RAA-Seuth-and-RAA-West (as delegated to PJM under the RAA - RAA-South-and-RAA-West),
including, but not limited to, long-term load forecasting, studies to establish reserve
roquirements, and the determination of each Load-Serving Entity’s capacity obligations. PJIM's
eCapacity Intcmnet-based tool enables many of these functions. PJM provides this service to
Load-Serving Entities and to owners of Capacity Resources; as such terms are defined in the

RAA-RAA-South-and- RAA—West,

b) PIM will charge each Load-Serving Entity in the PIJM Region each month a
charge cqual to the Capacity Resource and Obligation Management Service Ratc stated below
times thc summation for cach day of such month of the Aeeounted-Fer-Dajly Unforced Capacity
Obligation of suc.h uscr, as dctcnnmed for cach such day pursuant to Schodule ?-m,__of thc

c) In addition to any charge under paragraph (b), PJM will charge each mogth, cach
culity that ipcluded in an FRR Capacity Plan, self-scheduled, or sold and clearcd, in 2 Reliability
Pricing Model Auctio, ewner-ef-3- Capacity Resources committed to serve loagd, for such each

month, a charge equal to the Capacity Resource and Obligation Management Service Rate stated
below times such Ma'—s-mmmta! sharc, in MWs, of the Unforced Capaclty of all Capac:ty
Rwourccs med-i-whele-er-tn—pa BIs e & 1ixs)
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- B. Transmisston Congestion Credits.
1. General.

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

For a new PJM zone, cach Transmission Customer purchasing Firm Point-to-Point Scrvice, cach
Network Customer, with respect to its reservation of firm transmission service for deliveries
from Network Resources to Network Load, and cach Transmission Owner with respect to its

| reservation of firm transmission scrvice for the delivery of cnergy from Generation Capacity
Resources to Native Load Customers (any of the foregoing being referred to as a “Firm
Transmission User™), shall receive Financial Transmission Rights (“FTRs™) corresponding to
points of reccipt and delivery designated for their firm uses of the Transmission System. Such
FTRs shall remain in ¢ffect until the first annual allocation of Auction Revenue Rights to oceur
after the integration of such new PJM zone inte the PJM Interchange Encrgy Market.

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

2. Determination of Credit.

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

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

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

Virtual Credit Exposure = the lcsser of?

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

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

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

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

Market Sellers offeciog, resources into a Religbility Pricing Model Auction . for any
Delivery Year will incur a forward financial obligation to PJM i€ (i) the offered resource
clears i m such auction; (MMM&MML_M:&&:&MJMB abxht

Mlﬂ i ' ' A AL L U
J—’mmm‘iﬁﬂﬂ—mvc asmulmﬁdmmgun_au%
As set forth in the PJM Manuals, 3 separate Auction Credit Rate shall be calculated for

cach Delivery y rcar_prior to cach Reliability Pricing Model Auction for such Delivery
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peresnt. price ingregse for a given Delivery Year (as measyred between any
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= yalue initially ¢z ated, and shall

V. FORMS OF FINANCIAL SECURITY

Applicants/Participants/Members that provide Financial Security must provide the
sccurity in a PJM approved form and amount according to the guidelines below.

Effective: June }, 2007
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Acceptable forms of Financial Security include cash deposits and letters of credit,

| V0 FINANCIAL TRANSMISSION RIGHT AUCTIONS
A.SCOPE.

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

A. Total FTR Credit Requirement.

PJM shall calculate a total FTR credit requirement for each Market Participant equal to the
sum of its Auction Credit Requirements for all FTR auctions. Market Participants in FTR
Auctions shall be required 1o maintain this minimum amount of credit with PJM in addition
to any other credit requirements the Market Participant may have pursuant to the TarifT,

C. Auction Credit Requirement.

For each FTR auction, PJM shall calculate an Auction Credit Requirement for cach Market

Participant. 1f a set of submitted bids would e¢ver cause a Market Participant’s Auction

Credit Requircment to exceed the Market Participant’s auction credit limit, then that set of
- Submitted bids shall be rejected.

In calculating a Market Participant’s Auction Credit Requirement, self-scheduled FTR’s shall
have a zero credit requirement.  Positive FTR bids for which the bidder holds matching
ARRs will not be counted in the bid total. - In addition, the Auction Credit Reguirement will
be reduced in accordance with the credit release schedule set forth in section 1V.E of this
Credit Policy.

A. Total FTR Credit Limit.

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

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

Issuved By:  Craig Glazer Effective; June 1, 2007
Vice President, Federal Government Policy
Issued On:  September 29, 2006



Unofficial FERC-

Gen
erated PDF of 20061004-0159 Received by FERC OSEC 09/29/2006 1n Docket#: ERO5-1410

PIM !nterconnection, L.L.C. Fourth Revised Shect No. 523K

FERC

Electric Tariff Superscding Second Revised Sheet Nu. 523K

Sixth Revised Volume No, 1

-
| vI
-
| viL
-
Issucd

s The letter of credit must clearly state the full names of the "Issuer®, "Account Party"
and "Beneficiary” (PJM), the dollar amount available for drawings, and shall specify
that funds will be disbursed upon presentation of the drawing certificate in
accordance with the instructions stated in the letter of credit. The letter of credit
should specify any statement that is required to be on the drawing certificate, and any
other terms and conditions that apply to such drawings.

¢ The PJM Credit Application contains an acceptable form of a letter of credit that
should be utilized by an Applicant/Participant/Mcmber choosing 1o meet its Financial
Security requirement with a letter of credit. 1If the letter of credit varies in any way
from the PIM format, it must first be reviewed and approved by PJIM. All costs
associated with obtaining and maintaining a letter of ¢redit and meeting the policy
provisions are the responsibility of the Applicant /Participant/Mcmber

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

EVENTS OF DEFAULT

Failure 1o comply with this policy {except for the responstbility of an
Applicant/ParticipantMcmber to notify PJM of a Material change} shall be considered an
event of dcfault. Pursuant to §15.1.3(a) of the Operating Agreement of PJM
Intercopuection, L.L.C. and §.7.3 of the PJM Open Access Transmission Tariff,
non-compliance with the PJM Credit Policy is an event of default under those respective
Agrecments.  In event of default under this Credit Policy or one or more of the
Agreements, PJM will take such actions as may be required or permitted under the
Agreements, including but not himited to the termination of Participant/Member’s
ongoing Transmission Scrvice and participation in PJM Markcts. A Participant/Member
will have three (3) Busincss Days from notification of policy breach tv remedy the
situation in a manner deemed acceptable by PJIM. PIM has the right to liquidate all or a
portion of a Participant/Member’s Financial Sccurity at its discrction to satisfy Total Net
Obligations to PJM in the event of default under this Credit Policy or one or more of the
Agrcements.

DEFINITIONS:

Affiliste -AfHiliate is defined in the PJM Operating Agrcement, §1.2.

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

ZEr0.
Market Participant - shal] have the meaning provided in the Operating Agreement.

Material - For these purposcs, material is dcfined in §1.B.3, Material Changes. For the
purposes hercin, the use of the term "matenal” is not necessarily synonymous with use of
- the term by governmental agencies and regulatory bodics.

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

Net Obligation — The amount owed to PJM for purchases from the PJM Markets,
Transmission Service, (under both Part I and Part I of the O.A.T.T.), and other services
pursuant to the Agreements, after applying a deduction for amounts owed to a Participant
by PIM as it pertains to monthly market activity. {n-addition-aggregate-amounts-that-will
be-owed-to-PIM-in-the—future-for Capaecity purchases—within-the-PIM-Capaeity-markets
will-bo-added-to-this-fipure—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.

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

Obligation - All amounts owed to PJM for purchases from the PJM Markets,
Transmission Service, (under both Part Il and Part [1] of the Q.A.T.'["), and other services
pursuant to the Agreements. In addition, aggregate amounts that will be owed to PJM in
the future for Capacity purchases within the PIM Capacity markets will be added to this
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- ATTACHMENT ¥DD

Reliability Pricing Model

I. INTRODUCTION

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

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

{h) a competitive auction mechanism to secure the forward commitment of additional

| Capacity Resources and Qualifving Transmission Upgrades as necessary to satisfy the portion of
LSEs’ Unforced Capacity Obligations not satisficd through Sclf-Supply, in order to cnsure the
reliability of the PJM Region for future Delivery Years;

— {c) long-term pricing signals for the devclopment of Capacity Resources, including demand
resources and planned generation resources, 1o ensure the reliability of the PIM Region;

| (d)  recognition for the locational and-eperational-reliability-benefits of Capacity Resources;

{e) deficicncy charges to cnsurc progress toward, and fulfillment of, forward commitments
| by demand and generation resources to satisfy capacity and-operational-reliability-requirements;

)] mcasures 10 identify and mitigate capacity market structure deficiencics; and

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

Definitions specific to this Attachment are set forth below. [n addition, any capitalized

terms used in this Attachment not defined herein shall have the meaning given to such terms

| elsewhere in this Tariff or in the RAA. Refercnces to section numbers in this Attachment ¥-D]
refer to sections of this attachment, unless othcrwise specified.

2.1 Annual Revenue Rate

“Annual Revenue Rate™ shall mean the rate employed to assess a compliance
penalty charge on a Demand Resource Provider or ILR Provider under section 11,

2.2 Avoidable Cost Rate

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

23 Base Load Generation Resource

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

24 Base Offer Segment
“Base Offer Segment™ shall mean o component of a Scll Offer based on an

' cxisting Gencration Capacity Rcsource, equal to the summer—net—eapability—of—the
had installedUnforced eCapacity of such resource, as determined in accordance with the PJIM
Manuals, minus the EFORd Offer Segment. [f the Sell Offers of multiple Market Sellers are
based on a single cxisting Generation Capacity Resource, the Base Offer Segments of such
Market Sellers shall be determined pro rata based on their cntitlements to Unforced Capacity

from such resource.

25 Base Residual Auction

| “Base Residual Auction™ shall mean the auction conducted feus-threg years prior
to the start of the Delivery Year to secure commitments from Capacity Resource as necessary to
satisfy any portion of the Unforced Capacity Obligation of the PJIM Region not satisfied through
Sclf-Supply.

26 BuyBid

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

2.7  Capacity Credit
“Capacity Credit" shall have the meaning specificd in Schedule 11 of the

Operating Agreement, including Capacity Credits obtained prior to the termination of such
Schedule applicable to periods after the termination of such Schedule.
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“Capacity Emergency Objective”, of * ).s ave the meaning

provided in the Reliability Assyrance Agreement,

2.10 Capacity Market Buyer

“Capacity Markct Buyer” shall mean a Member that submits bids to buy Cupacity
Resources in the First Incremental Auction or Third Incremental Auction.

2.11  Capacity Market Scller

“Capacity Market Scller” shall mean a Mcmber 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 cntity, and that offers such resource in the Base Residual
Auction or an Incremental Auction.

2.12  Capacity Resource

“Capacity Resource” shall have the mecaning specifiecd in the Reliability .
- Assurance Agreement, e

2.13  Capacity Resource Clearing Price

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

2.14 Capacity Transfer Right

“Capacity Transfer Right” shall mean a right, allocated to LSEs serving load in a
Locational Deliverability Area, to receive payments, based on the transmission import capability
into such Locational Deliverability Arca, 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 2
Locational Delivery Area.

2.16 Cost of New Entry

“Cost of New Enu-y“ g; g;QME:_shall mcan the realgominal levelized cost of a Reference

Resource, as quantified od in accordance with-in section 5.
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A d 2.17  Daily Deficiency Rate

“Daily Deficiency Rate” shall mcan the ratc cmployed to assess certain deficiency
charges under sections 7, 8, 9, 0r 12,

2.18 Daily Unforced Capacity Obligation

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

2.19  Delivery Year

Delivery Year shall mcan the Planning Period for which a Capacity Resource is
comimitted pursuant to the auction procedures specificd in Section 5.

2.20 Demsand Resource

“Demand Resource”™ shall have the meaning specified in the Reliability Assurance
Agrecment,

2.21  Demand Resource Factor

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

2.22 Demand Resource Provider

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

223 EFORd

“EFOR4” shall have thc meaning specified in the PJM Reliability Assurance
Agreement,.

2.24 EFORd Offer Segment

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

Issued By:  Craig Glazer Effective: Junc 1, 2007
Vice President, Federal Government Policy
I[ssued On: September 29, 2006



inofficial FERC-Generated PDF of 20061004-0159% Received by FERC OSEC 09/29/2006 in Docket#: ERO5-1410-000

PIM Interconncction, L.L.C. Sccond Reviscd Sheet No. 566
FERC Electric Tariff Supcerseding First Revised Sheet No. 566
Sixth Revised Volume No. 1

2.26 Final RTO Unforced Capacity Obligation

“Final RTQ Unforced Capacity Obligation™ shall mean the capacity obligation for
the PJIM Region, determined in accordance with Schedule 8 of the Reliability Assurance
Agrcement.

2.27 First Incremental Auction

“First [ncremental Auction™ shall mean an auction conducted pursuant to Section

— 5 in which Market Sellcrs that committed Capacity Resources in the Base Residual Auction for a

Dclivery Year, which subsequently are determined to be unavailable to deliver the committed

Unforced Capacity in such Delivery Year, may submit Buy Bids for replacement Cupacity
Resources,

2,28 Forecast Pool Requirement

“Forecast Pool Requircment” shall have the meaning specified in the Reliability
Assurance Agreement,

2.29 Forecast RTO ILR Obligation -

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

230 Forecast Zonal ILR Obligation

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

e 231 Generation Capacity Resource

“Generation Capacity Resource” shall have the mecaning specificd in the
Reliability Assurance Agreement.

2.32 ILR Forecast

“ILR Forecast™ shall mean, for a Delivery Year, the average annual mcgawatt
quantity of ILR certified for the five Planning Periods preceding the date of the forecast;
provided, howcver, that before such data becomes available for five Delivery Years under the
Reliability Pricing Modcl, comparable data on Active Load Management (as defined in the
preexisting reliability assurance agreements) from up to five prior Planning Periods shall be
substituted as necessary; and provided further that, for transmission zones that were integrated

| into the PIM Region in-the-tweless than flye years prior to the conduct of the Base Residual
Auction for the Delivery Year, data on incremental load subject to mandatory interruption by
Electric Distribution Companies within such zoncs shall be substituted as necessary.

2.33 ILR Provider

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

- 2.34 Incremental Auction

*Incremental Auction™ shall mcan any of the First Incremental Auction, Second
Incremental Auction, or Third Incremental Auction.

2.35 Incremental Capacity Transfer Right

“Incrementai Capacity Transfer Right™ shall mean a Capacity Transter Right
allocated to a Generation Interconnection Customer or Transmission Interconnection Customer
obligated to fund a transmission facility or upgrade, to the cxient such upgrade or facility
increases the transmission import capability into a Locational Deliverability Arca.

236 Interruptible Load for Reliability (ILR)

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

- Assurepee-Agreerment:
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237 Load Serving Entity (LSE)

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

2.38 Locational Deliverability Area (LDA)

“Locational Deliverability Area™ or “LDA" shall mcan a peographic area within
the PJM Region that has limited transmission capability to import capacity to satisfy such arca's
reliability requiremcnt, as determined by the Office of the Interconnection in connection with
preparation of the Regional Transmission Expansion Plan, and a5 specified in Scheduie 10.) of
the Reliability Assurance Agreement.

2.39  Locational Deliverability Area Reliability Requirement

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

238 Loeational-Deliverabilicy-Reaui

)

/ 240 Locational Price Adder

“Locational Pricc Adder” shall mean an addition to the marginal value of Unforced
Capacity within an LDA as nccessary to reflect the price of Capucity Resources required to relicve
applicable binding locational constraints,

2.41 Locational Reliability Charge

“Locational Reliability Charge™ shall have the meaning specified in the Reliability
Assurance Agreement,

2.42  Net Cost of New Entry

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

243 Nominsated Demand Resource Value

“Nominated Demand Resource Value” shall mean the amount of load reduction
that 2 Demand Resource commits to provide either through direct load control, firm service level
or guaranteed load drop programs. For existing Demand Resources, the maximum Nominated
Demand Resource Value is limited, in accordance with the PJM Manuals, to the value
appropriate for the method by which the load reduction would be accomplished, at the time the
Base Residual Auction or Incremental Auction is being conducted.
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244 Nominated ILR Value

“Nominated ILR Value” shall mean the amount of load reduction that an {LR

resource commits to provide either through direct load control, firm service level or guaranteed

| load drop_programs. For [LR, the maximum Nominated ILR Capacity Value is limited, in

accordance with the PJM Manuals, to the value appropriate for the method by which the load
reduction would be accomplished, at the time the ILR is certificd.

2.45 Opportunity Cost

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

i i 4 g 2300 EPT_for any day when 1he
M&MM&[M&M@MM ﬂ s_bcmggctmmmcd is

greater than, or equal to, the cos enerate (including the
shutdown cycle} fommm_dnmghiou.hmm. gm ;ycll bjmka shall b::
asswned 1o be  di :

e hours in any given four-hour block, then the | R.cMth&m.m Lto be
dispatched for such block,

2.47 Peak Season

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

2.49 Planned Demand Resource

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

2.50 Planned Generation Capacity Resource

“Planned Generation Capacity Resource” shall have the meaning specified in the
Reliability Assurance Agrecment.
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251 Planning Period

-
“Planning Period” shall have the meaning specificd in the Reliability Assurance
Agreement.
252 PJM Region
“PJM Region™ shall have the meaning specified in the Reliability Assurance
Agreement,

2.53 PJM Region Installed Reserve Margin

“PJM Region Installed Reserve Margin” shall have the meaning specified in the
Rcllabnhty Assurance Agreement.

2.54 PJM Region Peak Load Forecast

| “PJM Region Peak Load Forecast™ shall mean the peak load forccast- used by the
Office of the Interconnection in dctermining the PJM Region Reliability Requirement, and shail
be determined on both a preliminary and final basis as set forth in section 5.

2.55 PJM Region Reliability Requirement

“PIM Region Reliability Roquirement™ shall mean, for purposcs of the Base
Residual Auction, the Forecast Pool Requirement multiplied by the Preliminary PJM Region Peak
Load Forecast; and, for purposcs of the Sccond Incremcental Auction, the Forccast Pool
Roquirement multiplied by the Final PJM Region Peak Load Forecast.

2.56 Projected PIM Market Revenues

“Projected PIM Market Revenues™ shall mean a component of the Market Seller
Offer Cap calculated in accordance with scction 6,

2.57 Qualifying Transmission Upgrade
“Qualifying Transmission Upgradt. shall mean a proposed cnhancement or addition

to the Transmission System that: (a) will increasc Impert—Capabilitythe Capacity Emexrgensy
Transfer Limit into an LDA by a megawatt quantity certified by the Office of the Interconnection;
(b) the Office of the Interconnection has determined will be in service on or beforc the

commencement of the ﬁm Dcl.wcry Year for wh:ch such upgrade is the subject of a Sell Oﬂ'cr in

interconnection Customcr or rans:msswn Imcrconnccuo Customer is obligated to fund
through a rate or charge specific to such facility or upgrade.

2.58 Refercnce Resource
“Rcf'q'cncc Rcsoume shall mean a combusnon nubmew

fssued By:  Craig Glazer Effective: June 1, 2007
Vice President, Federal Government Policy
Issucd On:  September 29, 2006



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

PJM Interconnection, L.L.C." Second Revised Sheet No. 570
FERC Elcctric Tariff Superscding First Revised Sheet No. 570
Sixth Revised Volume No, |

Effective: June 1, 2007

Issued By:  Craig Glazer
Vice President, Federal Government Policy

Issued On: September 29, 2006



Unofficial FERC-Generated DPDF of 20061004-0159 Received by FERC OSEC 09/29/2006 in Docketd: ER05-1410~-000

PIM Interconnection, L.L.C.‘ Sccond Revised Sheet No. 571
FERC Electric Tariff Superseding First Revised Sheet No. 571

Sixth Revised Volume No. |

2.59 Rcliability Assurance Agrecment

“Reliability Assurancc Agreement™ shall mean that certain “Reliability Assurance
Agreement Among Load-Serving Entities in the PJM Region,” on file with FERC as PIM
Intereonnection, L.L.C. Rate Schedule FERC No.44.

2.60 Reliability Pricing Model Auction

“Reliability Pricing Model Auction” shall mcan the Basc Residual Auction or any
Incremental Auction.

2.61 Resource Substitution Charge

“Resource Substitution Charge” shall mean a charge asscssed on Capacity Market
Ruyers in a First Incremental Auction or Third Incremental Auction to recover the cost of

replacement Capacity Resources.
2.62 Sccond Incremental Auction

“Second Incremental Auction™ shall mean an auction conducted pursuant to
' Scction $, to sccure the commitment of Capacity Resources as necessary to satisfy an increasc in
the PJM Rcgion Peak l.oad Forecast above that reflected in the Base Residual Auction,

2.63 Sell Offer

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

2,64 Scll Offer Price Cap

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

2.65 Self-Supply

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

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

2.67 Thirty-Minute Start ResourceTransition Adder

2.68 Transiton Period

*Transition Period” shall mcan the four-year period consisting of the Delivery Ycars
commencing Junc 1, 20076, June 1, 20087, Junc 1, 20098, and June |, 201009,

2.69 Unforced Capacity
“Unforced Capacity” shall have the meaning specificd in the Reliability Assurance

Agreement.

2,70 Variable Resource Requirement Curve

~ “Variahle Resource Requirement Curve” shall mean a scries of maximum prices that
can be cleared in 2 Base Residual Auction for Unforced Capacity, corresponding to a serics of
varying resource requirements based on varying installed reserve margins, as determined by the
Office of the Intcrconnection for the PJM Region and eaeh-for gerain Locational Deliverability
Areas in accordance with the methodology provided in Section 5.

271  Zonal Capacity Price

“Zonal Capacity Price” shall mcan the clearing price required in each Zone to
mect thc demand for Unforced Capacny and sausfy Locational Deliverability Requirements and
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1.4A  Authorized Commission,

“Authorized Commission™ shall mecan (i) a State public utility commission within the
gevgraphic limits of the PIM Region that regulates the distribution or supply of electricity 1o retail
custorters and is icgally charged with monitoring the operation of wholcsale or retail markcets serving
retail supplicrs or customers within its State or (1) an association or organivation compnscd
exclusively ol State public utility commissions described in the immediately preceding clause (3).

1.4B  Authorized Persan.

“Authorized Person™ shall mean a person who has executed a Non-Disclosure Agreement,
and is authorized in writing by an Authorized Commission to receive and discuss conlidential
information. Authorized Persons may include attorneys representing an Authorized Commission.
consultants and/or contractors directly employed by an Authorized Commission. provided however
that consultants or contractoss may not initiate requests for confidential information from the Office
of the Interconnection or the PJIM Market Monilor.

1.5 Board Member.
“Board Member™ shall mean a member of the PJM Board.
1.SA  Applicable Regional Reliability Council.

“Applicable Regional Reliability Council” shall mcan the reliability council for the region in
which a Member operates.

1.5B Behind The Meter Generation.

“Behind The Meter Generation™ refers 10 a generating unit that delivers energy to load without
using the Transmission System or any distribution facilitics {(unless the cntity that owns or leases the
distribution facilities has consented 10 such use of the distribution facilities and such consent has becn
demonstrated to the satisfaction of the Office of the Interconnection); provided, however, that Behind
The Meter Generation does not include (i) at any time, any portion of such generating unit’s capacity
that is designated as a Generation Capacity Resource, or (i) in any hour, any portion of the ousput of
such generating unit]s] that is sold to another entity for consumption at another electrical location or into
the PIM Interchange Energry Market.
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1.6 Capacity Resource,
“Capacity Resource™ have the meaning provided in the Reliability Assurance Agreement,
1.6A  Consolidated Transmission Owners Agreement.

“Consolidated Transmission Owners Agreement” dated as of December 15, 2005, by and among
the Transmission Owners and by and between the Transmission Owners and PIM Interconnection,
LLC.

1.7 Control Area,

“Control Area”™ shall mcan an clectric power system or combination of clectric power systems
bounded by interconnection metering and telemetry to which a common automatic gencration control
scheme is applied in order to;

(a) match the power output of the generators within the electric power system(s) and encriy
purchased from entities outside the clectric power system(s). with the load within the clectric power
system(s);

(h) maintain scheduled imterchange with other Control Areas, within the limits of Good
Utility Practicc:

(c) maintain the frequency of the electric power system(s) within reasonable limits in
accordance with Good Ulility Practice and the cnteria of NERC and the applicable regional reliability
counci] of NERC;

(d) mainlain power flows on transmission facilitics within appropriate limits to preserve
rcliability; and

{¢) provide sufficient gencrating capacity to maintain operaling rescrves in accordance with
Good Utility Practice.

1.7.01 Control Zone.

“Control Zone" shall mean any of the ECAR Control Zone(s). MAAC Control Zonc, or MAIN
Control Zone(s), or the VACAR Control Zone,

1.7.02 Default Allocation Assessment,

“Default Allocation Assessment™ shall mean the asscssment determined pursuant o section
15.2.2 of this Agreement,

1.7.03 Demand Resource,

“Demand Resource” shall have the meaning provided in the Reliability Assurance Agreement.
1.7A  |Reserved|.

1.7B  |Reserved|.

1.7C ECAR.

“ECAR" shall mean the reliability council under section 202 of the Federal Power Act,
cstablished pursuant to the ECAR Coordination Agreement dated Junc 1, 1968, or any successor thereto

Issued By: Craig Glazer Effective: June 1, 2007
Vice President, Federal Government Policy }
Issued On: September 29, 2006



Unofficial FERC-Generated PDEF of 20061004-015% Received by FERC QOSEC 09/29/2006 in Docket#: ER0S-141

PJM Interconnection, LI.C. Fifth Revised Sheet No. 20
Third Revised Rate Schedule FERC No. 24 Superseding Third Revised Sheet No. 20

1.9 Effective Date,

“Effcctive Date™ shall mean Auogust 1. 1997, or such later date that FERC permits this
Agreement Lo go into ctiect.

1.1 Emergency,

“Emergency” shall mean: (1) an abnormal system condition requiring manual or automatic
action 10 maintain system frequency, or W prevent loss of firm load, equipment damage, or tripping of
system elements that could adversely affect the reliability of an electric system or the safety of persons
or property, or (ii) a fucl shortage requining departure from normal operating procedures in order to
minimize the use of such scarce fucl: or (i) a condition that requires implementation of emergency

- procedures as defined in the PJM Manuals.

L11  End-Use Customer.

“End-Use Customer™ shall mean a Member that is a retsil end-user of electricity within the PIM
Region. '

1.12  FERC.

“FERC™ shall mean the Federal Energy Regulaory Commission or any successor federal
agency. commission of department exercising jurisdiction over this Agreement.

1.13  Finance Committce.
“Finance Commitiee™ shall mean the body formed pursuant to Section 7.5.1 of this Agreement.
1.14  Generation Owner.

“Cieneration Owner” shall mean a Member that owns or fcascs with rights equivalent to
owncrship facilities for the gencration of electric energy that arc located within the PJM Region.
Purchasing all or a portion of the output of a generation facility shall not be sufficient 10 qualify a
Member as a Generation Owner.

1.}4A Generation Capacity Resource.

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

1.15  Good Utility Practice.

“Good Ulility Practice™ shall mean any of the practices, methods and acts cngaged in or
approved by a significant portion of the clectric utility industry during the relevamt time period, or any of
the practices, mcthods and acts which, in the exercise of reasonable judgment in light of the facts known
at the time the decision was made, could have been expected to accomplish the desired result at 8
reasonable cost consistent with good business practices, reliability, safety and cxpedition. Good Utility
Practice is not intended to be limiled to the optimum practice, method, or act to the exclusion of ali
others, but rather is intended to include acceptable practices, methods, or acts generally accepted in the
region.

1.16 Information Request.

“Information Request™ shall mean a written request, in accordance with the terms of this
Agrcement for disclosure of confidentiat information pursuant to Scction 18.17.4 of this Agreement.
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[.16A Interruptible Load for Reliability.
“Interruptible Load for Reliability™ or “ILR™ shall have the meaning specified in the
Reliability Assurance Agreement.

.17 LLC.
“LLC™ shatl mean PIM Interconnection, L.L..C.. a8 Delaware limited liability company.

Effective: June 1, 2007
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1.18  Load Serving Entity.

“Load Serving Entity™ shall mcan an cntity, including a load aggregator or power marketer. (1)
serving end-users within the PJM Region, and {2) that has been granted the authority or has an
obligation pursuant 10 state or local law, reguiation or franchise to sell clectric energy 10 end-users
located within the PJIM Region, or the duly designated agent of such an entity.

1.19  Locational Marginal Price.

“Locational Marginal Price” shall mean the hourly integrated market clearing marginal price for
energy al the location the energy is delivered or received, caleulaled as specified in Section 2 of
Schedule 1 of this Agreement.

T L20 MAAC,

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

1.20A MAAC Control Zone.

“MAAC Control Zone™ shall mean the aggregate of the Transmission Facilities of Atlantic City
Electric Company, Baltimore Gas and Electric Company, Delmarva Power and Light Compeany, Jerscy
Central Power and Light Company, Metropolitan Edison Company. PECO Encrgy Compuny,
Pennsylvania Electric Company, PPL Electric Utilities Corporation, Potomac Electric Power Company,
Public Service Electric and Gas Company. and Rockland Electric Company.

1.20B MAIN.

“MAIN" shafl mean the Mid-America Interconnected Network. a rehiability council under § 202
of the Federal Power Act established pursuant 1o the Amended and Restated Bylaws of MAIN, dated
January 8, 1998, or any successor thereof.

1.20C MAIN Contral Zone.

*MAIN Control Zone™ shall mean any one of the one or more Control Zones comprised of the
Transmission Facilities of onc or more of the Transmission Owners for which MAIN is the Applicable
Regional Reliability Council, as designated in the PJM Manuals.

1.21  Market Buyer.

“Market Buyer” shall mean a Mcmber that has met reasonable creditworthiness standards
established by the Office of the Intcrconnection and that is otherwisc able (o make purchases in the PJM
Interchange Energy Market.
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1.22  Market Participant.

“Market Participant” shall mcan a Market Buyer, a Market Sclier, an Economic Load Response
Participant, or all three.

1.23  Market Seller.

“Market Seller” shall mean 4 Mcmber that has met reasonable creditworthiness standards
established by the Office of the Interconnection and that is otherwise able o miske sales in the PIM
Interchange Encrgy Market.

1.24 Member.

- “Member™ shall mean an entity that satisfies the requirements of Section 11.6 of this Agreement
and that (i) i1s 2 member of the LLC immediately prior to the Effective Date, or (ii) has executed an
Additional Member Agreement in the form set forth in Schedule 4 hereof.

1.25 Members Committee,

“Members Committec” shall mean the commitice specified in Section 8 of this Agreement
composed of representatives of all the Members.

1.26 NERC.
“NERC™ shall mecan the North American Electric Reliability Coungil, or any successor thercto.
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1.35 PJM Manuzls,

“PJM Munuals” shall mean the instructions, rules, procedures and guidcelines established by the
Office of the Interconnection for the operation, planning, and accounting requirements of the PIM
Region and the PJM Interchange Energy Market.

1.35.01 PJM Market Monitor,

“PJM Market Mouitor” shall mean the Market Monitoring Unit established under
Attachment M to the PJM Taniff.
1.35A  PJM Region.
- “PIM Region” shall mean the aggregate of the MAAC Control Zone. the PIM West Region, and

VACAR Contral Zonc.

1.358 PJM South Region.

“PJM South Region™ shall mcan the VAC AR Control Zone.

1.36  PJM Tarifl.

“PJM Tariff” shall mean the PIM Open Access Transmission Tadfl providing transmission
service within the PJIM Region, including any schedules, appendices, or exhibits attached therelo, as in
cftect from time to time:.

1.36A [Reserved.]

1.36B PJM West Region.

“PIM West Region™ shall mean the aggregate of the ECAR Control Zone(s} and MAIN Control
Zone(s).

1.37  Planaing Period.

“*Planning Period™ shall initially mean the 12 months beginning June 1 and extending through
May 31 of the following year, or such other period established under the procedures ofthe Reliability-

Assurance Agreement,
1.38  President.
*President™ shall have the meaning specified in Section 9.2,

1.38A Regulation Zone.

“Regulation Zone" shall mean any of those one or more geographic areas, each consisting of a
combination of one or morc Control Zone(s) as designated by the Office of the Interconnection in the
PIM Manuals, relevant o provision of, and requirements for, regulation service.

1.39 Related Parties,

“Related Parties™ shall mean, solely for pwposcs of the govemance provisions of this
Agreement: (i) any gencration and transmission cooperative and onc of its distribution cooperative
members; and (ii) any joint municipal agency and one of its members. For purposcs of this Agreement,
representatives of state or federal government agencies shall not be deemed Related Parties with respect
to each other, and a public body's regulatory authority, if any. over a Member shall not be deemed (0
make it a Related Party with respect to that Member.
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1.40  Reliability Assurance Agrcement.

“Reliabitity Assurance Agrecment™ shall mean that cerain Reliability Assurance Agreement
Among |.oad-Serving Entitics in the PIM Region, on file with FERC as PIM Interconnection. L.1..C.
Rate Schedule FERC. No, 42 [correct number refercnce|. establishing obligations, standards and
procedures for maintaining the reliable operation of the PIM - Region.

1.40A [Reserved).
1.40B |Reserved|,
1.40C SERC,

= "SERC™ or “Southeastern Flectric Reliability Council™ shall mean the reliability council under
section 202 of the Federal Power Act cstablished pursuant to the SERC Agreement dated January 14,
1970, or any successar thercto,
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1.47TA VACAR.

“VACAR" shall mean the group of five companies. consisting of Duke Encrgy, Carolina Power
and Light. South Carolina Public Service Authority. South Carolina Electric and Gas, and Virginia
Electric and Power Company.

147B VACAR Control Zone.

“YACAR Control Zone™ shall mean the Transmission Facilities of Virginia Eleciric and Power
Company.

1.48  Voting Member,

= *“Voling Member™ shall mean (i) a Member as 10 which no other Member is an Affiliate or

Related Party, or (i) a Member together with any other Members as to which it is an Aflikate or Related
Panty,

1.49  Weighted Interest.

“Weighted Interest” shall be equal to (0. 1¢1/NY + 0.5(B/C) + 0.2(D/E) + 0.2(F/(3)), where:

N = the total number of Members excluding ex officio Members and
State Consumer Advocales (which, for purposes of Section 15.2 of this
agreemcnt. shall be calculated as of five o'clock pam. Fastem Time on the date
PIM declares a Member in default)

B=  the Member's intemal peak demand for the previous calendar
year (which, for Load Serving Entities under the Rcliability Assurance
Agrecment, shall be that used to calculate Accounted IFor Obligation as
determined by the Office of the Interconnection pursuant 0 Schedule 7 of the
Reliability Assurance Agreement averaged over the previous calendar year)

C= the sum of factor B for all Members
' N=  the Mcmber's generating capability from Generation Capacity
Resources located in the PIM Region as of January | of the cumrent calendar

year. determined by the Office of the Interconnection pursuant 1o Schedule 9 of
the Reliability Assurance Agreement

E=  the sum of factor I for all Members

F= the sum of the Member's circuit miles of transmission facilities
multiplicd by the respective operating volage for facilitics 100 kV and above as
of January | of the current calendar year

G =  the sum of factor F for all Members
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{d) The Markets and Reliabihty Committee shall provide advice and
rccommendations concemning studics and analyses relating to the overall cfficacy of the PIM
interchange Encrgy Market and in carrying out actions as may be initiated as a result thereof.

(c} The Markets and Reliabiity Committec shall provide advice and
recommendations conceming revisions to the Operating Agreement, the Reliability Assurance
Agreement, and the PIM Tarilf that penain to its areas of responsibility,

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

{g) The Markets and Reliability Committee shall provide direction to the Market
Implememation Cammiltee. which committee shall report to the Markets and Reliability Committee,
‘The Market Impiementation Committee shall provide advice and recommendations to the Markets
and Reliability Committce directed to the advancement and promotion of competitive wholesale
electricity markets in the PJM Region, and perform such other functions as the Markets and
Reliability Committce may direct from time to time,

{h) The Murkets and Reliability Committee shall provide direction to the
Operating Committee and Planning Committee. which committees shall report 1o the Markets and
Reliability Committec. The Operating Commitiee shall advise the Markets and Rcliability
Commitice and PJM on matters pertaining to the reliable and secure operation of the PJM Region
and the PIM Interchange Energy Market, as appropriate, and other matters as the Markets and
Retiability Committee may request. The Planning Committee shall advise the Markets and Reliability
Committee and PIM on matters pertaining to system reliability. security, ecenomy of service, and
planning strategies and policies and other mauters as the Markets and Reliability Committee may
request. The Markets and Reliability Committee shall review technical recommendations and
changes initisted by the Operating Committee and Planring Commitees and provide comments as
needed.

{) The Markets and Reliability Committee shall perform such other functions,
directly or through delegation to a Standing Commitice. subcommittee. working group or task force
reporting to the Markets and Reliability Committee, as the Members Committee may direct.

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

8.6.2 [Reserved.)
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ii) Prepare, maintain, update and disseminate the PAM Manuals;

iv) Comply with NERC, and Applicable Regional Reliability
Courcil operation and planning standards, principles and guidelines;

v) Maintain an appropriatcty trained workforce, and  such
¢quipment and facilities, including computer hardware and software and backup
power supplies. as nccessary or appropriate to implement or administer this
Agreement;

vi) Dircct the operation and coerdinate the maintenance of the
facilities of the PIJM Region uscd for both load and reactive supply, so as to
maintain reliability of service and obtain the benefits of pooling and interchange
consistent with this Agreement, and the Reliability Assurance Agreement:

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

viil}  Perform interchange accounting and maintain records pertaining
10 the operation of the PIM Interchange Energy Market and the PIM Region:

ix) Notify the Members of the receipt of any application to become
a Member, and of the action of the Office of the Interconnection on such
application, including but not limited to the completion of integration of a new
Memiber's system into the PIM Region, as specificd in Section 11.6(1):

x) Calculate the Weighted Interest and Default Allacation
Assessment of cach Member;

xi) Maintain accurate records of the scctors in which cach Voting
Member is entitled to vote, and calculate the results of any vole taken in the
Members Committee;

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

xiii)  File with FERC on behalf of the Members any amendments to
this Agreement or the Schedules hereto, any new Schedules hereto. and make
any other regulatory filings on behalf of the Members or the L1.C necessary 1o
implement this Agrecment;

xiv) At the direction of the PJM Board. submit comments 1o
rcgulatory authoritics on matters pertinent to the PJM Region;
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X¥) Consult with the standing or other commiltees established pursuant to
Section 8.6(a) on matters within the responsibility of the committee:

xvi)  Pecform operating studics of ihe butk poser supply facilities of the PIM Region
and make such recommendations and initiate such actions as may he necessary
to maintain reliable operation of the PJM Region:

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

xviii)  Perform those functions and undertake those responsibilities transferred to it
under the Consolidated Transmission Owners Agreement including (A) direct
the operation of the transmission facilities of the parties 1o the East Transmission

- Owners Agreement (B) direct the operation of the transmission facilities of the
Partics to the West Transmission Owners Agreement. (C) direct the operation of’
the transmission facilities of the Parties to the South ‘Transmission Owner
Agreement, (D) administer the PJM TarifY. and (L7} administer the Regional
Transmission Expansion Planning Protecol set forth as Schedule 6 to this
Agreement:

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

xX) Monitor the operation of the PIM Region, ensure that appropriate £mcergency
plans are in place and appropriate Emergency drills are conducted, declare the
existence of'an Emergency, and direct the operations of the Members as
necessary to manage, alleviate or end an Emergency:

xxi)-  Incorporate the grid reliability requirements applicable to nuclear generating
units in the PJIM Region planning and operating principles and practices; and

xxii)  Initiate such legal or regulatory proceedings as directed by the PJIM Board ta
enforce the obligations of this Agreement,”

il MEMBERS

11.1  Management Rights.

The Members or any of them shall not take part in the management of the business of. and shall
nol transact any business for, the LLC in their capacity as Members. nor shall they have power to sign
for or to bind the 1.LC.

11.2  Other Activities.

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

‘

{ssued By: Craig Glazer Effective; June |, 2007
Vice Presideat, Federali Government Policy
Issued On: September 29, 2006



Unofficial FERC-Generated PDF of 20061004-0159 Received by FERC OSEC 09/29/2006 in Docket#: ERO5-1410-000

PJM Interconnection, L.1..C, - Fighth Revised Sheet No. 43
Third Revised Rate Schedule FERC No. 24 Superseding Seventh Revised Sheet N, 43

1.3 Mcember Responsibilities,
11.3.1 General

1o facilitate and provide for the work of the Office of the Intetconnection and of the
several committees appointed by the Members Commitice, cach Member shall. 10 the extent applicable:

(i) Maintain adequate records and. subject to the pravisions of this Agreement for
the protection of the confidentiality of proprietary or commercially sensitive information, provide data
required for (i} coordination of operations, (i} accounting for al} interchange transactions. (iif)
preparation of required reports, {iv) coordination of planning, including those data required for capacity
accounting under the Reliability Assurance Agreement; (v} preparation of maintenance schedules,

(vi} analysis of system disturbances. and {vii) such other purposes, including those sei forth in
Schedule 2, as will contribute 10 the reliable and cconomic operation of the PIM Region,

{b) Provide such recording, 1elemetering, revenue quality metering, communication
and control facilities as arc required {or the coordination of its operations with the Office of the
Interconnection and those of the other Members and to enable the Office of the Interconnection o
operate the PIM Region and otherwise implement and administer this Agreement, including equipmen
required in normal and Emergency operations and for the recording and analysis of system disturbances;

(<) Provide adequate and properly trained personned to (i) permit participation in the
coordinated vperation of the PJIM Region (ii) meet its obligation on a timely hasis for supply of records
and data. (i%i) serve on committees and panticipate in their investigations, and (iv) share in the
representation of the Interconnection in inter-regional and national reliability activities. Minimum
trgining for Members that operate Market Qperations Centers and local control centers shall include
comptliance with the applicable training standards and requircments in PJM Manual 01, Control Center
Requirements, including the PIM System Operator Training Requirements in Atachment C;

{d) Share in the costs of commitice activities and investigations (including costs of
consultants, computer time and other appropriate items), communication facitities used hy ali the
Members (in addition to those provided in the Office of the Interconnection), and such other expenscs as
are approved for payment by the PJM Board, such costs to be recovered as provided in Schedule 3:

(&) Comply with the requirements of the PJIM Manuals and all directives of the
UfTice of the [nterconnection to take any action for the purpose of managing. alleviating or ending an
Emergency. and authorize the Office of the Interconnection to direet the transfer or interruption of the
delivery of cnergy on their behalf to meet an Emergency and to infplement agreemenis with other
Controt Arcas interconnected with the PJM Region for the mutual provision of service to meet an
Eimergency, and be subject to the emergency procedure charges specified in Schedule 9 of this
Agrecment {or any failure to fotlow the Emergency instructions of the Office of the Interconnection. In
addressing any Emergency, the Office of the Interconnection shall comply with the terms of any reserve
sharing agrecments in ¢ffect for any part of the PJM Region.

11.3.2 Facilities Planning and Operation,

Consistent with and subject to the requirements of this Agreement, the PIM
Tariff, the governing agreements of the Applicable Regional Reliability Councils, the Reliability
Assurance Agreement, the Consolidated Transmission Owners Agreement, and the PJM Manuals, each
Member shal}
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cooperate with the other Members in the coordinated planning and operation of the facilities of its
System within the PFJM Region so as to obtain the greatest practicable degree of reliabitity, compatible
economy and other advantages from such coordinated planning and operation. In furtherance of such
cooperation cach Member shall, as applicable;

(a) Consult with the other Members and the Otfice of the Interconnection, and
coardinate the instalkation of its electric generation and Transmission Facilities with those of such other
Members so as to maintain reliable service in the PJM Region:

(b Coordinate with the ather Members, the Office of the Interconnection and with
others in the planning and opcration of the regional facilities 1o sceure a high level of reliability and
continuity of service and other advantapes; :

(©) Couperate with the other Members and the Office of the Interconnection in the
implementation of all palicies and procedures established pursuunt to this Agreement for dealing with
Emergencies, including but not limited to policics and procedures for maintaining or arranging for a
portion of a Member's Generation Capacity Resources. at least equal to the applicable levels established
from time o time by the Office of the Interconnection. (o have the ability to go from a shuwdown
condition to an operating condition and start delivering power withoul assistance from the power system:

) Cooperate with the members of the Applicable Regional Reliability Councils to
augmeat the reliability of the bulk power supply facilitics of the region and comply with Applicable
Regional Reliability Councils and NERC operating and planning standards. principles and guidclines
and the PJIM Manuals implementing such standards. principles and guidelines:

(c) Obtain or arrange for transmission service as appropriatc to carry oul this
Agreement:

(n Cooperate with the Office of the Interconnection’s coordination of the operating
and maintenance schedules of the Member's gencrating and ‘Transmission Facilities with the facilities of
other Members 1o maintain reliable service w0 its own customers and those of the other Members and to
obtain economic cfficiencics consistent therewith:

(g)  Cooperate with the other Members and the Office of the Interconnection in the
analysis. formulation and implementation of plans 10 prevent or eliminate conditions that impair the
reliability of the PIM Region; and

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

11.3.3 Electric Distributors.

In addition 10 any of the foregoing responsibilitics that may be applicable, cach Member
that is an Flectric Distributor, whether or not that Member votes in the Members Committee in the
Electric Distributor sector or meets the eligibility requirements for any other sector of the Members
Commiuee, shall:
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(a) Accept. comply with or be compatible with ail standards applicable within the
PIM Region with respect 10 system design, equipment ratings, operating practices and maintenance
peactices as set forth in the PJM Manuals, or be subject o an interconnected Member's requirements
refating to the foregoing, so that sufficient electrical equipment. control capability. information and
communication are available to the Office of the Interconnection for planning and operation of the PJM
Region:

(b} Assurc the continucd compatibility of its focal system cnergy management
system monitoring and telccommunications systems 10 satisfy the technical reguirements of interacting
automatically or manually with the Office of the Interconnection as it dirccts the operation of the PIM
Region:

{c) Maintain or armange for a portion of its connecled load to be subject w0 control
by automatic underfrequency, under-voltage, or other load-shedding devices at least egual to the levels
established pursuant to the Reliability Assurunce Agreement. or be subject to anather Member's control
for these purposes; :

(d) Pravide or arrange for sufficient reactive capability and voltage control facilities
to conform 1o Good Utifity Practice and (i) to meet the reactive requirements of its system and customiers
and (if) 1o maimain adequale vollage Jevels and the stability required by the bulk power supply facilities
of the PJIM Region;

(&) Shed connected load. share Generation Capacity Resources, initiate Interruptible
Load for Reliability programs, and take such other coordination actions as may be necessary in
accordance with the directions of the Oflice of the Interconnection in Emergencics;

{}] Maintain or arrange for a portion of its Generation Capacity Resources at least
equal o the level established pursuant 1o the Reliability Assurance Agreement to have the ability to go
from a shutdown condition to an operating condition and start delivering power without assistance from
the power system;

() Provide or arrange through another Member for the services ol a 24-hour local
control center to coordinate with the Office of the Interconnection, cach such control center to bhe
furnished with appropriate telemetry equipment as specified in the PIM Manuals, and to be staffed by
system operators trained and delegated sufTicient authority 1o take any action necessary (o assure that the
system for which the operator is responsible is operated in a stable and reliable manner. In addition 10
meeting any training standards and requirements specified in this Agreemen, local control center stafl’
shail be required to meet applicable training standards and requirements in PJM Manual 01, Control
Center Requirements, including the PIM System Operator Training Requirements in Attachment C;

¢hy  Provide to the Office of the Interconnection all System. accounting, customer
tracking, Joad forecasting (including all load to be served from its System) and other data necessary or
appropriate (0 implement or administer this Agreement, and the Reliability Assurance Agreement; and

(i} Comply with the underfrequency relay obligations and charges specified in
Schedule 7 of this Agreement.
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11.3.4 Reports to the Office of the Interconnection.

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

1.4  Regional Transmission Expansion Planning- Protocol.

The Members shall participate in regional transmission expansion planning in accordance with
the Regional Transmission Fxpansion Planning Protocol set forth in Schedule 6 1o this Agreement.

11.5  Member Right to Petition,

(4) Nothing herein shall deprive any Member of the right to petition FERC to modify any
provision of this Agreement or any Schedule or practice hercunder that the petitioning Member believes
to be unjust, unreasonable, or unduly discriminatory under section 206 of the Federal Power Act, subjecet
to the right of any other Member (a) 1o opposc said proposal, or (b) 10 withdraw from the LI.C pursuant
to Section 4.1,

{b) Nothing hercin shall be construed as affceting in any way the right of the Members,
acting pursuant to a vote of the Members Commiittee as specified in Section 8.4, unifaterally to make an
application to FERC for a change in any rate, charge. classification, tariff or service, or any rule or
regulation related thereto. under section 205 of the Federal Power Act and pursuant to the rules and
regulations promulgated by FERC thercunder, subject to the right of any Member that voted against
such change in any rate, charge, classilication, tariff or service, or any rule or regulation related thereto,
in inlervene in opposition to any such application.

116  Membership Requirements,
(a} To qualify as a Member, an entity shall:

1) Be a Transmission Owner a Generation Owner. an Other Supplier. an
Electric Distributor, or an End-Usc Customer; and

i) Accept the obligations set forth in this Agreement.

(b) Certain Members that arc Load Serving Entilics are parties to the Reliability Assurance
Agreement. . Upon becoming a Member, any entity that is a Load Serving Entity in the PIM Region
and that wishes to become a Market Buyer shall also simultaneously exccute the Reliability Assurance
Agreement,
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{c) An cntity that wishes to become a party (o this Agreement shall apply. in writing, to the
President setting forth its request, its qualifications for membership. its agreement to supply data as
specified in this Agrecment, its agreement 10 pay all costs and cxpenses in accordance with Schedule 3.
and providing all information specified pursuant to the Schedules 1o this Agreement for entities that wish
to become Market Participants.  Any such application that mects all applicable requircments shall be
approved by the President within sixty (60) days.

(<) Nothing in this Scction 11 is intended to remove, in any respect. the choice of
participation by other utility companies or organizations in the opcration of the PJM Region through
inclusion in the System of a Member.

(¢} An cntity whose application is accepted by the President pursuant to Section
1 L.6(c) shall execute a supplement to this Agreement in substantially the form preseribed in Schedule 4,
which supplement shall be countersigned by the President. The entity shail become a Member effective
on the date the supplement is countersigned by the President.

N Entities whose applications contemplate expansion or rearrangement of the PIM Region
may become Members promptly as described in Sections 11.6(c) and 11.6(¢) above, but the integration
of the applicant’s system into all of the operation and accounting pravisions of this Agreement and the
Reliability Assurance Agreement, shall occur only afler completion of all required installations and
modifications of melcring, communications, computer programming, and other necessary  and
appropriate facilitics and procedures, as determined by the Office of the [nterconnection. The Office of
the interconnection shall notify the other Members when such integration has occurred.

() Entitics that become Members will be listed in Schedule 12 of this Agreement.

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

12, TRANSFERS OF MEMBERSHIP INTEREST

The rights and obligations created by this Agreement shall inure 1o and bind the successors and
assigns of such Member: provided, however. that the rights and obligations of any Member hereunder
shall not be assigned without the approval of the Members Commitiee except as to a successor in
operation of a Member's electric operating properties by reason of a merger, consolidation.
reorganization, sale, spin-off, or foreclosure, as a result of which substantially all such clectric operating
propertics are acquired by such a successor, and such successor becomes a Member,

13 INTERCHANGE

13.1 Interchange Arrangements with Non-Mcmbers,

Any Member may enter into interchange arrangements with others that are not Members with
respect to the delivery or receipt of capacity and energy to fulfill its obligations hercunder or for any
other purpose, subject 1o the standards and requirements cstablished in or pussuant to this Agreement.
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1.3.13  Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the Office of
the Interconnection in which the Office of the Interconnection anticipates requesting one or more
Gencration Capacity Resources to operate at its maximum net or gross clectrical power output, subject to
the equipment stress limits for such Generation Capacity Resource. in order 1o manage. alleviate, or end
the Emergency.

1.J.14  Minimum Generation Emergency.

“Minimum Generation Emergency™ shall mean an Emergency declared by the Office of
the Interconncction in which the Office of the Interconnection anticipates reguesting one or more
generating resources to operate 4t or below Nommal Minimum Generation, in order (o manage. alleviate,
or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Caleulator™ shall mean the NERC mechanism that is in
effect and being used to calculate the distribution ol energy, over specific transmission interfaces, from
£RCTRY ransactions.

1.315  Network Resource,

“Network Resource™ shall have the meaning specified in the PIM Tariff.

13.16  Network Service User.

*Network Service User” shall mean an entity using Network T'ransmission Service.
1.3.17  Network Transmission Service.

“Network Transmission Service™ shall mean transmission service provided pursuant to
the rates, terms and conditions set forth in Pant {11 of the PIM Tariff, or transmission service comparable
to such service that is provided to a Load Serving Entity that is also a Transmission Owner.

1.3.18  Normal Maximum Generation.

*Normal Muximum Generation™ shall mean the highest output level of a generating
resource under normal operating conditions.

1.3.19  Normal Minimum Generation.

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

1.3.20 Offer Data.

“Offer Data" shall mean the scheduling, operations planning. dispatch. new resource.
and other data and information necessary to schedule and dispatch generation resources and Demand
Resource(s)
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(b) An applicant that is a Load Seeving Entity or that will purchase on behalf of or
for ultimate delivery to a Load Serving Entily shali establish to the satisfaction of the Office of the
Interconnection that the end-users that will be served through energy and related services purchased in
the PJM Interchange Encrpy Market, are located clectrically within the PIM Region. or will be brought
within the PIM Region prior to any purchases from the M Interchange Energy Marker,  Such
applicant shall further demonstrate that:

i) The Load Serving Entity for the end users is obligated 10 meet the
requirements of the Reliability Assurance Agreement: and

i1) The Load Serving Entity for the end users has arrangements in place for
Network Transmission Service or Point-To-Point Transmission Service
- for all PJM Interchange Linergy Market purchases.

(¢} Anapplicant that is not a 1.oad Serving Entity or purchasing on behalf of or for
ultimate delivery 1o a Load Serving Entity shall demonstrate that:

i} The applicant has obtained or wil) obtain Network Transmission Service
or Point-to-Point Transmission Service for all PIM Interchange
Energy Market purchases: and ,

i) The applicam’s PJIM  Interchange lincrgy Market purchases will
ultimately be delivered 0 a losd in another Control Arca that is
recognized by NERC and that complics with NERC's standards for
operating and planning reliable bulk electric sysiems.

(d) An applicant shall not be required 10 obiain transmission service for purchases
from the PJM Interchange Encrgy Market o cover quantity deviations from its sales in the Day-ahead
IEnergy Market. :

{c) All applicants shall demonstrate that:

i) The applicant is capable of complying with all applicable metering, data
storage and transmission, and other reliability, operation, planning and
accounting standards and requitements for the operation of the PIM
Region and the PJM laterchange Lnergy Market:

ii) ‘The applicant meets the creditworthiness standards cstablished by the
Office of the Interconnection, or has provided a letter of credit or other
form of security acceptable 1o the Office of the Interconnection; and

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

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

The applicant shall furmish all information reasonably requested by the Office of the
interconnection in arder to determine the applicant’s qualification to be a Market Buyer. The Office of
the Interconnection may waive the submission of information relating o any ol the foregoing criteria, (o
the extent the information in the Office of the Interconnection’s possession is sufficient to cvaluate the
application against such criteria.

1.4.3 Fees and Coslts.

The Office of the Interconnection shall require all applicants 10 become a Market Buyer
o pay a uniform application fec, initially in the amount of $1.500. to defray the ordinary costs of
processing such applications. The application fee shall be revised from time to time as the Oflice of the
Inierconncction shall determine to be necessary to recover its ordinary costs of processing applications.
Any unusual or extraordinary costs incurmed by the Office of the Interconnection in processing an
application shall be retmbursed by the applicant.

1.4.4  Office of the Interconnection Determination.

Upon submission of the information specificd above, and such other information as shali
rcasonably he requested by the Office of the Interconnection, the Office of the Interconnection shall
undertake an ¢valuation and investigation to determine whether the applicant meets the criteria specified
above. As soon as practicable. but in any event not later than 60 days after submission of the foregoing,
information, or such later dale as may bc nccessary 10 satisfy the requirements of the Reliability
Assurance Agreement. the Office of the [nterconnection shall notify the applicant and the members of
the Members Committee of its determination. along with a written summary of the basis for the
determination. The Office of the Interconnection shall respond promptly 10 any reasonable and timely
request by a Member for additional information regarding the basis for the Office of the
Interconnection’s determination, and shall take such action as it shall deem appropriate in response to
any request for reconsideration or other action submitted to the Office of the Interconnection not later
than 30 days from the initial notification to the Members Committee.

14.5 FExisting Participants.

Any entily that was qualified to participalc as a Market Buyer in the PJM Interchange
Encrgy Market under the Opcerating Agreement of PIM Interconnection L.1.C. in ¢flect immediately
prior to the Effective Date shall continug 1o be qualificd to participate as a Market Buyer in the PJM
Interchange Energy Market under this Agreement,

1.4.6 Withdrawal.

(a) An Internal Market Buyer that is a Load Scrving Entity may withdraw from this
Agreement by giving written notice to the Office of the Interconnection specifying an effective date of
withdrawal not earlicr than the effective date of (i) its withdrawal from the Rcliability Assurance
Agreement, or (ii) the assumption of its obligations under the Rcliability Assurance Agreement by an
agent that is a Market Buyer.
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1.6 Office of the Interconnection.
£.6.1 Operation of the P.JM Interchange Energy Market.

The Office of the Interconnection shall operate the PIM Interchange Energy Market in
accordance with this Agreement.

1.6.2  Scope of Services.

The Office of the Interconnection shall, on behalf of the Market Participants. perform
the services pertaining to the PJM Interchange Energy Market specified in this Agreement, including but
not fimited to the following:

- 3] Administer the PIM Interchange Energy Market as part of the PJM Region.
including scheduling and dispatching of generation resources, accounting for
transactions, rendering bills Lo the Market Participants, receiving payments from
and disbursing payments to the Market Panicipants. maintaining appropriate
records, and monitoring the compliance of Market Participants with the
provisions of this Agreement. all in accordance with applicable provisions of the
Office of the Interconnection Agreement. and the Schedules to this Agreement:

i) Review and evaluate the qualification of entities 10 be Market Buyers, Market
Sellers, or Economic Load Response Participants under applicable provisions of
this Agreement; .

iii) Coordinate, in accordance with applicable provisions ol this Agreement, the
Reliability Assurance Agreement, and the Consolidated Transmission Qwners
Agreement. maintenance schedules for generation and transmission resources
operated as part of the PJM Region:

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

v) Detenmine and declare that an Emergency is expected 10 exist, exists, or has
ceased 10 exist, in all or any pagt of the PIM Region, or in another directly or
indirectly interconnected Control Area and serve as & primary point of contact
for interested state ot federal agencies;

vi) Enter into (a) agreements for the transfer of encrgy in conditions constituting an
Emergency in the PJM Region or in an interconnected Control Arca, and the
mutual provision of other support in such Emergency conditions with other
interconnected Control Areas, and {b) purchases of Emergency energy offercd
by Members from resources that are not Capacity Resources in conditions
constituting an Emergency in the PJM Region;
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1.79 Delivery to an External Market Buyer.

A purchase of Spot Market Encrpy by an External Market Buyer shall be delivered to a
bus or buses at the electrical boundarics of the PIM Region specified by the Office of ihe
Interconnection. or to load in such arca that is not served by Network ‘Iransmission Service, using
Point-to-Point Transmission Scrvice paid for by the External Market Buyer. Further delivery of such
energy shall be the responsibility of the External Market Buyer,

1.7.10 Other Transactions.

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

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

(©) To the extent the Office of the Interconnection dispatches a Generating Market
Buyer’s generation resources, such Generating Market Buyer may clect 10 net the output of such
resources against its hourly Equivaient Load. Such a Generating Market Buyer shall be deemed a buyer
from the PIM Interchange Energy Market to the extent of its M Interchange Imports. and shall be
deemed a seller to the PIM Interchange Energy Market to the extent of its PIM Imerchange Exports.

(d) A Market Seller may self—supply Station Power for its peneration facilty in
accordance with the following provisions:

{i) A Market Seller may sell-supply Stationr Power for its generation
facility during any month (1) when the net output of such facility is
positive, or (2) when the net output ol such facility 1s negative and the
Market Scller during the same month has available at other of its
generation facilities positive net output in an amount at lcast sulficient
to offset fully such negative net output, For purposes of this subsection

~ (d), "nct output” of a generation facility during any month means the
facility's gross energy output, less the Station Power requirements of
such facility, during that month. The determination of a gencration
facility's or a Market Seller’s monthly net output under this subsection
{(d) will apply only 1o determine whether the Market Seller self-supplicd
Station Power during the month and will not affect the price of cnergy
sold or consumed by the Market Seller at any bus during any hour
during the month. For
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(1) The Office of the Interconnection shall obtain and maintain for ¢cach
Synchronized Reserve Zone an amount of Synchronized Reserve equal to the Synchronized Reserve
objective for such Synchronized Reserve Zone, as specified in the PIM Manuals,

(<) The Synchronized Reserve capability of a gencration resource and Demand
Resource shall be the increase in energy output or 10ad reduction achievable by the gencration
resource and Demand Resource within a continuous $0-minute period.

{d) A generation unit capable of automatic energy dispatch that also is providing
Synchronized Reserve shall have its energy dispatch range reduced by the amount of the
Synchronized Reserve provided. The amount of Synchronized Reserve provided by a generation unit
shabl serve 1o redefine the Normal Maximum Generation cnergy dimit of that generation unit in that
the amount of Synchronized Rescrve provided shall be subtracted from its Normal Maximum
Generation energy limit,

1.7.20 Communication and ()perating Requirements.

{(a) Market Participants.  Fach Market Participant shall have. or shall arrange o
have. its transactions in the PIM Interchange Energy Market subject 1o control by a Market Operations
Center, with staffing and communications systems capable of real-time communication with the Office
of the Interconnection during nomal and Emergency conditions and of control of the Market
Panticipant’s refevant load or facilities suflicient to meet the requirements of the Market Participant’s
transactions with the PJM Interchange Energy Market, including but not limited to the followtng
requiremnents as applicable.

(b) Market Scllers selling from generation resources andfor Demand Resources
within the PIM Region shall: report 1o the Ofice of the Interconnection sources of encrgy and Demand
Resources available for operation; supply 10 the Office of the Interconnection all applicabie OtTer Data;
report to the Office of the Imerconnection generation resources and Demand Resources that are
self-scheduled; with respect to gencration resources, report to the Office of the Interconnection bilateral
sales transactions to buvers not within the PIM Region; confirm to the Office of the Interconnection
bitateral sales 10 Market Buyers within the PJIM Region: respond to the Office of the Interconnection’s
directives o stan, shutdown or change output lcvels of genceration units, or change scheduled voltages or
reactive output levels of gencration units, or reduce load from Demand Resources: continuously
maintain all Offer Data-concurrem with on-line operating information; and cnsure that. where so
equipped, gencrating cquipment and Demand Resources are operated with control  equipment
functicning as specilicd in the PJIM Manuals,

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

(d) Market Participants that are lLoad Serving Cntities or purchasing on behalf of
Load Scrving Entities shall: respond 10 Office of the Interconnection directives for foad management
steps; repont to the Office of the Interconnection Gencration Capacily Resources to satisfy capacity
obligations that arc available for pool operation; report 1o the Office of the Interconnection all bilateral
purchase transactions; respond to other Office of the Interconnection directives such as those required
during Emergency operation,
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adequatcly resolved, or discloses a need for changes in standards or policics established in or pursuant 1o
the Operating Agreement. any of the foregoing panties may make a written request for review of the
malier by the Members Commitiee, and shall include with the request the Jorwarding panty's
recommendation and such data or information (subject to confidentiality or other non-disclosure
requirements) as would enable the Members Committee to assess the matter and the recommendation.
The Members Committee shall wake such action an the recommendation as it shall deem appropriate,

(d) Subject to the right of a Market Participant to obtain comection of accounting or
billing crrors, the £1.C or a Market Panticipant shall not be entited to actual. compensatory,
consequential of punitive damages. opportunity costs, or other form of reimbursement from the 1.1.C or
any other Market Participant for any loss. liahility or claim, including any claim for lost profits, incurred
as a result of a mistake. error or other Jault by the Office of the Interconnection in the selection,
scheduling or dispatch of resources,

19 Prescheduling,

The following procedures and principles shall govem the prescheduling activitics necessary to
plan for the reliable operation of the PIM Region and for the efficient operation of the PJM Interchange
Enerpy Market.

1.9.1  OQutage Scheduling,

The Office of the Interconnection shall be responsible for coordinating and approving
requests for outages of generation and transmission facilitics as necessary (or the reliable operation of
the PJM Region. in accordance with the PIM Manuals. The Office of the Interconnection shall maintain
records of outages and outage requests of these facilities.

19.2  Planned Qutages.

(a) A Generator Planned Outage shall be included in CGenerator Plarmed Qutage
schedules established prior to the scheduled start date for the outage, in accordance with standards and
procedures specified in the PIM Manuals,

(£e)) The Office of the Interconnection shall conduct Generator Planned Outage
scheduling for Generation Capacity Resources in accordance with the Reliabitity Assurance Agreement
and the PJM Manuals and in consultation with the Members owning or controlling the output of such
resources, A Market Participant shall not be expected 10 submit offers for the sale of encrgy or other
services. or 1o satisfy delivery obligations, from all or part of a gencration resource undergoing an
approved Generator Planned Qutage. 1f the Office of the Interconnection determines that approval of a
Generator Planned Quiage would significantly affect the seliable operation of the PJM Region. the
Office of the Interconnection may withhold approval or withdraw a prior approval. Approval for a
Gencrator Planned Quiage of a Generation Capacity Resource shal] be withheld or withdrawn only as
necessary to ensurce the adequacy of reserves or the reliability of the PJM Region in connection with
anticipated implementation or avoidance of Emergency procedures. I the Office of the Interconnection
withholds or withdraws approval. it shall coordinate with the Market Panticipant owning or controlling
the resource to reschedule the
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Generator Planned (utage of the Generation Capacity Resource at the carliest practical time.  The Office
of the Interconnection shall if passible propose altemnative schedules with the intent of minimizing the
economic impact on the Market Participant of a Generator Planned Quiage.

{c) The Office of the Interconnection shalt conduct Transmission Planned Quiage
scheduling in accordance with procedures specified in. the Consolidated Transmission Owners
Agreement, and the PIM Manuals, and in accordance with the following procedures:

{i) ‘Transmission Owners shall submit Transmission Planned Qutage
schedules one year in advance for all vutages that arc expected to
excecd five working days duration or that are anticipated (o result in
significant system impacts, with regular (at ieast monthly) updates as
new information becomes available.

(i) Transmission Qwners shall submit notice of all Transmission Planned
Cutages to the Office of the Interconnection by the first day of the
month preceding the month the outage will commence, with updates as
new information becomes available.

(iii) ) notice of a Transmission Planned Outage is not provided by the first
day of the month preceding the month the outage will commence, and if
such outage is determined by the Office of the Interconnection to have
the potential 10 cause transmission system congestion, then the Office of
the [nterconnection may reguire the Transmission Owner to implement
an altemative outage schedule to reduce or avoid the congestion, The
Office of the Imerconnection shall perform this analysis and notify the
Transmission Owner in & fimely manner if it will require rescheduling
of the outage.

(iv)  The Office of the Interconnection shall post notice of Transmission
Planned Qutages on QASIS upon receipt of such notice from the
‘Transmission Owner: provided. however, that the Office of the
Interconncction shall not post on OASIS notice of any component of a
Transmission Planned Outage (o the extent such component shall
directly reveal a pencrator outage, In such cases, the Transmission
Owner, in addition 1o providing notice to the Office of Interconnection
as required above, concurrently shall inform the affected Generation
Owner of such outage, limiting such communication to that necessary to
describe the outage and to coordinate with the Generation Owner on
matters of safety to persons. facilities, and equipment. The
Transmissiun Owner shall not notily any other Market Participant of
such outage and shall arrange any other necessary coordination through
the Office of the Interconnection.

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

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

1.9.3 Generator Maintenance Qutages.

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

1.9.4  Forced Qutapes.

(a} Iiach Market Scller that owns or controls a pool-scheduled resource. or a
Generation Capacity Resource whether or not pool-scheduied. shall: (i) advise the Office of the
Interconnection of a Generator Forced Qutage suficred or anticipated 1o be suifered by any such
resource as promptly as possible; (i) provide the Office of the Interconnection with the expected date
and time that the resouree will be made available: and (3i1) make a record of the events and
circumslances giving risc 1o the Generator Forced Qutage. A Market Seller shali not be expected to
submit offers for the sale of energy or other services, or satisfy delivery obligations, from 4 generation
resource undergoing a Generator Forced Outage. A Generation Capacity Resource that does not deliver
all or part of its scheduled energy shall be deemed to have experienced a Generator Forced Qutage with
respect to such undelivered energy. in accordance with standards and procedures for full and partial
Generator Forced Qutages specified in the Refiability Assurance Agreement. and the PIM Manuals.

(h) The Office of the Interconnection shalt receive notification of Forced
‘Transmission Qutages. and information on the retum to service. of Transmission Facilities in the PIM
Region in accordance with standards and procedures specified in, as applicable. the Consolidated
Transmission Owners Agreement and the PIM Manuals.

1.9.4A Transmission Qutage Acceleration,

(a)  Planned Transmission Outages and Forced Transmission Qutages
otherwise scheduled pursuant to sections 1.9.2 and 1.9.4 respectively of this Schedule may be
accelerated or rescheduled at the request of a Generation QOwner or other Market Participant in
accordance with the terms and conditions of this scction 1.9.4A and the PJM Manuals,
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shall provide detailed data justifving such transmission facility ratings when directed by the Office of
the Interconnection,

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

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

1.9.9 Office of the Interconnection Responsibilities.

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

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

{x) The Office of the Interconncction shall receive and process requests for firm and
non-firm transmission service in accordance with procedures specified in the PIM Tarifl.
(d) The Office of the Interconnection shall maintain such data and information

relating to gencration and transmission facilitics in the PJM Region as may be necessary or appropriate
to vonduct the scheduling and dispatch of the PJM Interchange Energy Market and PJM Region.

{e) The Office of the Interconnection shall mainain an historical database of all
ransmission facility ratings. and shall review, and may modify or rcject. any submitted change or
any submitted procedure for pre-established transmission facility rating changes.  Any dispute
between o Transmission Owner and the Office of the Interconnection conceming transmission
facility ratings shall be resolved in accordance with the dispute resolution procedures in schedule 5 to
the Opcrating Agrcement; provided, however, that the rating level determined by the Office of the
Interconnection shall govern and be effective during the pendency of any such dispute.

(N The Office of the Interconnection shall coordinate with other interconnected
Control Arca as necessary to manage, alleviate or end an Emergency.

1.10  Scheduling.
L.10.1 General

(@) The Office of the Interconnection shall administer scheduling processes to
implement a Day-ahead Encrizy Market and a Real-time Energy market.
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cach such sclf-scheduled resource will disconncct or reduce output, or confirmation of the Market
Buycr’s intent aot to reduce outpul.

{c) All Market Participants shall submit to the Office of the Interconnection
schedules for any bilateral transactions involving use of gencration or Transmission Facilities as
specified below, and shall inform the Office of the Interconnection whether the transaction is o be
included in the Day-ahead Encrgy Market.  Any Market Participant that elects to include a bilateral
transaction in the Day-ahead Energy Market may specify the price (such price not to ¢xceed the
maximum price that may be specified in the PJM Manuals), it any. at which it will be whally or partially
curtailed rather than pay Transmission Congestion Charges. The foregoing price specification shall
apply to the price difference between the specified bilateral transaction source and sink points in the day-
ahead_scheduling process only, Any Market Participant that ciects not to include its bilateral transaction
in the Day-ahead Energy Market shall inform the Office of the Interconnection if the parties to the
transaction are nol willing to incur Transmission Congestion Charges in the Real-time Energy Market in
order to complete any such scheduled bilateral transaction.  Scheduling of bilateral transactions shall be
conducted in accordance with the specifications in the PJM Manuals and the following requirements:

1) Imcemal Markct Buyers shall submit schedules for all bilateral purchases
for delivery within the PJM Region, whether from genceration resources
inside or outside the PJM Region;

i) Market Sellers shall submit schedules for hilateral sales to entities
outside the PJM Region from generation within the PIM Region that is
not dynamically scheduled to such entities pursuant to Section §.12; and

i) In addition to the foregoing schedules for bilateral transactions. Market
Panticipanis shall submit confimmations of each scheduled bilaterat
transaction from cach other panty to the transaction in addition 1o the
party submitting the schedule, or the adjacent Control Arca.

{d) Market Scllers wishing (o sclf into the Day-ahcad Encrgy Market shall submit
offers for the supply of energy (including energy from hydropower units), demand reductions.
Regulation. Operating Reserves or other services for the following Operating Day.  Offers shall be
submitted to the Office of the Interconnection in the form specified by the Office of the Interconnection
and shall contain the information specified in the Office of the Interconnection’s Offer Data
specification, as applicable. Market Sellers owning or controiling the output of a Generation Capacity
Resource that was committed in an FRR Capacity Plan, self-supplied or offered and cleared in a Basc
Residual Auction or Incremental Auction as specificd in Atachment DD of the PJM TarifY, and that has
not been rendered unavailable by a Generation Planned Outage, a Generator Maintenance Outage. or a
Generation Forced Qutage shall submit offers for the available capacity of such Generation Capacity
Resource, including any portion that is self-scheduled by the Generating Market Buyer. The submission
of offers for resource increments that have not cleared in a Base Residual Auction or an Incremental
Auction., or were not committed in an FRR Capacity Plan shall be optional, but any such offers must
contain the information specified in the Office of the Interconnection’s Offer Daw specification. as
applicable. Energy offered from generation resources that have not cleared a Base Residual Auction or
an Incremental Auction, or were not committed in an FRR Capacity Plan, shall not be supplied from
resources that are included in or otherwise committed
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to supply the Operating Reserves of a Control Area outside the PJM Region. The foregoing offers:

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

i} Shall specify the amounts and prices for the entire Operating Day for each
resource component offered by the Market Sciter 1o the Office of the
Interconnection:

iii) It based on energy from a specific generating unit, may specify start-up and no-
load fees cqual to the specification of such fees for such unit on file with the
{ffice of the Interconnection. if based on reductions in demand from a Demand
- Resource may specify shutdown costs;

iv) Shal! set forth any special conditions upon which the Market Seller proposes 10
supply a resource increment, including any curtailment rate specified in a
bilateral contract for the autput of the resource, or any cancellation (ecs;

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

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

vii)  Shall be final as to the price or prices at which the Market Seller proposes 1o
supply cacrgy or other services to the PIM Interchange Energy Market. such
price or prices heing guarantced by the Market Seller for the period extending
through the end of the following Operating Day; and

viii)  Shall not exceed an energy ofter price of $1.000/megawant-hour,

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

i. The costs (in MW} of the fucl cost increase duc to the heat rate increase
resulting from operating the unit at lower MW output incurred from the
provision of Regulation;
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ii. The cost increase (in ¥MW) in variable operating and maintenance costs
resulting lrom operating the unit at lower MW output incurred from the
provision of Regulation; and

iii. An adder of up 10 37.50 per MW of Reguiation provided.
Qualificd Regulation capability must satisfy the verification tests specified in the PJM Manuals,

() Fach Market Sciler owning or controlling the output of a Cieneration Capacity
Resource shall submit a forecast of the availability of each such Generation Capacity Resource for the
next scven days. A Market Scller (i) may submit a non-binding forecast of the price at which it expects
to offer a generation resaurce increment to the Gffice of the Interconnection over the next seven days.
and (it} shall submit a binding offer for energy. along with start-up and no-load fees. if any. for the next
seven days or part thercof, for any gencralion resource with minimum notification or start-up
requirement greater than 24 hours.

{m Each offer by a Market Seller of a Generation Capacity Resource shall remain in
cffect for subsequent Operating Days until superseded or canceled.
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(h) The Office of the Interconnection shall post on the PIM Open Access
Same-time Information System the total hourly loads scheduoled in the Day-ahead Fnergy Market, as
welt as. its estimate of the combined hourly load of the Markel Buyers for the next four days, and peak
load forecasts for an additional three days.

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

G} A Market Seller that wishes to make a generation resource or Demand
Resource available to sell Synchronized Reserve shall submit an offer for Synchronized Reserve thal
shall specify the megawatts of Synchronized Reserve heing offered. the price of the offer in dollars
per megawatt hour, and such other information specified by the Office of the Interconnection as may
be necessary to ¢valuate the ofter and the encrgy used by the generation resource 10 provide the
Synchronized Rescrve and the generation resource’s unit specific opportunity costs. The price of the
ofler shali not exceed the variable operating and maintenance costs for providing Synchronized
Reserve plus scven dotlars and fifty cents. o

(k) An LEconomic Load Response Participant that wishes to paricipate in the
Day-ahead Fnergy Market by reducing demand shall submit an offer to reduce demand to the Office
of the Interconncction.  The offer shall specify: (D the amount of the offered cunailment in
minimum increments of .1 megawatts: (1) the Day-ahcad Locational Marginal Price above which the
end-use customer will reduce load; and (iii) at the Fconomic- Load Response Participant’s option,
start-up costs associated with reducing load, including direct labor and equipment costs, opportunity
cosls, and/or a minimum of number of contiguous hours for which the foad reduction must be
committed,

{l) Market Sellers owning or controlling the output of a Demand Resource that
was commitied in an FRR Capacity Plan, sclf-supplied or offered and cleared in the Basc Residual
Auction or one of the Incremental Auctions, or owning or controlling the output of an ILR resource
which was certified as specified in Attachment DD of the PIM Tariff, may submit demand reduction
bids for the available load reduction capability of the Demand Resource or LR resource. ‘The
submission of demand reduction bids for resource increments that have not cleared in the Base
Residual Auction or in one of the Incremental Auctions, or for ILR resources that were not certified,
or were not commitied in an FRR Capacity Plan, shall be optional. but any such bids must contain
the information specified in the PJM Economic Load Response Program to be included in such bids.
A Demand Resource that was commitied in an FRR Capacity Plan, self-supplicd or offered and
cleared in a Base Residual Auction or an Incremental Auction may submit a demand reduction bid in
the Day-ahead Energy Market as specificd in the Economic Load Response Program, provided
however, that in the event of an Emergency, PIM shall require Demand Resources and I1.R resources
to reduce {oad notwithstanding that the Zonat LMP al the time such Emergency is declared is below
the price identified in the demand reduction bid
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1.10.2 Pool-scheduled Resources.

Pool-scheduled resources are those resources for which Market Participants submitted
offers to sell energy in the Day-ahead Fnergy Market and ofters to reduce demand in the Day-ahead
Lnergy Market, which the Office of the Interconaection scheduled in the Day-ahcad Facrgy Market as
well as generators committed by the Office of the Interconncction subsequent to the Day-ahead Energy
Market. Such resources shall be committed to provide energy in the real-time dispatch unless the
schedules for such units are revised pursuant to Sections 1.10.9 or 1.11. Pool-scheduled resources shall
be poverned by the following principles and procedures,

{a) Pool-scheduled resources shall be sciected by the Office of the Interconnection
on the basis of the prices offered for encrgy and demand reductions and related services, start-up,
no-load and cancellation fees, and the specified operating characteristics, oflered by Market Sellers 1o
the Office of the Interconnection by the offer deadline specified in Section [.10.1A.

(h) A resource that is scheduled by a Market Participant (o support a bilateral sale,
or that is self-scheduled by a Ceneraling Market Buyer, shall not be sclected by the Oflice of the
Interconnectivn as a pool-scheduled resource except in an Emergency.

{c) Market Sclicrs offering energy from hydropawer or other facilities with fuel or
environmental limitations may submit data to the Office of the Interconnection that is sufficient 1o
enable the Office of the Interconncection o determine the available operating hours of such facilitics.

(d) The Market Seller of a resource selected as a pool-scheduled resource shall
reccive payments or credits for energy. demand reductions or related services, or for start-up and no-load
fees. from the Office of the Interconnection on hehalf of the Market Buyers in accordance with Section 3
of this Schedule 1. Alternatively. the Market Seller shall receive, in lieu of start-up and no-load fees. its
actual costs incurred. if any, up 1o a cap of the resource™s start-up cost. if the Office of the
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Interconncclion cancels its selection of the resource as a pool-scheduled resource and so notilies the
Market Seller before the resource is synchronized.

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

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

{a) Each Generating Market Buyer shall use all reasonable efforts, consistent with
Good Utility Practice, not 10 self-schedule resources in excess of its Fquivalent |.oad.

b The offered prices of resources that arc sclf-scheduled, or otherwise not
following the dispateh orders of the Office of the Interconnection. shall not be considered by the Office
of the Interconnection in determining Locational Marginal Prices.

{c) Market Participants shall make available their selfsscheduled resources w the
Office of the Interconnection for coordinated aperation to supply the Operating Reserves needs of the
applicable Control Zone, by submitting an offer as to such resources.

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

1.10.4 Capacity Resources.

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

(b} Energy from a Generation Capacity Resource that has not been scheduled in the
Nay-ahead Energy Market may be sold on a bilateral basis by the Market Scller, may be self-scheduled,
or may be offered for dispatch during the Operating Day in accordance with the procedures specified in
this Schedule. Such a Generation Capacity Resource that has not been scheduled in the Day-ahead
Energy Market and that has been sold on a bilateral basis must be made available upon request to the
Office of the Interconnection for scheduling and dispatch during the Operating Day if the Office of the
Interconnection declares @ Maximum Generation Emergency.  Any such resource so scheduled and
dispatched shall reccive the applicable Real-time Price for energy delivered.
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(«©) A Generation Capacity Resource that has been sel-scheduled shall not reccive
payments or credits for start-up or no-load fees.

1.10.5 External Resources.

{a) External Resources may submit offers to the PIM Interchange Energy Market,
in accordance with the day-ahcad and real-time scheduting processes specified above,  An External
Resource selected as a pool-scheduled resource shall be made available for scheduling and dispatch a
the dircction of the Office of the Interconnection, and except as specified below shall be compensated on
the same basis as other pool-scheduled resources. Fxternal Resources that are not capable of dynamic
dispatch shall. if sclected by the Ottice of the Interconnection on the bhasis of the Market Seller’s Offer
Data, be block toaded on an hourly scheduled basis. Market Scllers shall offer External Resources to the
PJM Interchange Energy Market on cither a resource-specific or an aggregated resource basis. A
Market Participant whose pool-scheduled resource does not deliver the energy scheduled in the Day-
shcad Energy Market shall replace such energy not delivered as scheduled in the Day-ahead Fnergy
Market with energy from the PJM Real-time Energy Market and shall pay for such energy at the
applicable Real-time Price.

(b) Of¥ers for External Resources from an aggregation of two or more gencerating
units shall so indicate, and shall specify. in accordance with the Offer Data requirements specificd by the
Office of the interconnection: (i) cnergy prices; (i) hours of energy availability: (iii) a minimum
dispatch level: (iv) a maximum dispatch level: and (v) unless such information has previously been
made available to the Office of the Interconnection, sufficient information. as specified in the PIM
Manuals, to enable the Office of the Interconnection 10 modet the flow into the PIM Region of any
energy from the External Resources scheduled in accordance with the Offer Data, If a Market Sciler
submits more (han onc offer on an aggregated resource basis. the withdrawal of any such offer shall be
deemed a withdrawal of all higher priced offers for the same period.

(c) Offers for External Resources on a resource-specific basis shall specify the
resource being offered. along with the information specified in the Offer Data as applicabice.

1.10.6 External Market Buyers.

{a) Deliverics to an External Market Buyer not subject to dynamic dispatch by the
Office of the Interconnection shall be delivered on a block loaded basis 10 the load bus or buses at the
clectrical boundaries of the PJM Region, or in such arca with respect 1o an Externat Market Buyer's load
within such arca not served by Network Service, at which the energy is delivered to or for the Exlemal
Market Buyer. External Market Buyers shall be charged or credited at ¢ither the Day-ahead Prices or
Rcal-time Prices, whichevcr is applicable, for energy at the foregoing load bus or buscs.,

(b) An External Market Buyer's hourly schedules for energy purchased from the
PJM Interchange Energy Market shall conform to the ramping and other applicable requirements of the
interconnection agreement between the PSM Region and the Control Area to which, whether as an
intermediate or finsl point of delivery, the purchased encrgy will initially be  delivered.
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output of pool-scheduled resource increments as necessary: () to maintain reliability. and subject 10 that
constraint, to minimize the cast of supplving the energy, reserves, and other services required by the
Market Buyers and the operation of the PJIM Region: (b) to balance load and generation, maintain
scheduled tic flows, and provide frequency support within the PIM Region; and (¢} 10 minimize
unscheduled interchange not frequency related between the PJM Region and other Control Areas,

1.11.2 Operating Basis.

In carrying out the foregoing objectives. the Office of the Interconnection shall conduct
the operation of the PIM Region in accordance with the PJM Manuals. and shall: (i) utilize available
generating reserves and obtain required replacements: and (i) monitor the availability of adcquate
Teserves,

1.11.3 Pool-dispatched Resources.

{a) The Office of the Interconnection shall implement the dispatch of energy from
pool-scheduled resourves with limiled encrgy by direct request.  In implementing mandatory or
economic use of limited encryy resources, the Office of the Interconnection shall use its best efforts 10
seleet the most economic hours of operation for limited encrigy resources, in order to make optimal use
of such resources consistent with the dynamic kad-following requirements of the PIM Region and the
availability of other resources 1o the Office ol the Interconnection,

()  The Office of the interconnection shall implement the dispatch of encrgy from
other pool-dispatched resource increments, including generation increments from Capacity Resources
the remaining increments of which are selfescheduled. by sending apprapriate signals and instructions to
the entity controlling such resources, in accordance with the PIM Manuals. Fach Markel Scller shall
ensure that the entity controlling a pool-dispatched resource offered or made available by that Market
Seller complics with the energy dispatch signals and instructions transmitted by the Office of the
Interconnection,

L11L.3A Maximum Generation Emergency.

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

1.11.4 Regulation.

(a) A Market Buyer may satisfy its Regulation Obligation from its own generation
resources and/or Demand Resources capable of performing Regulation service, by contractual
armangements with other Market Participants able 1o provide Regulation service. or by purchases from
the PIM Interchange Encrgy Market at the rates set forth in Section 3.2.2.

(b) The Office of the Interconncction shall obtain Regulation service from the
lcast-cost alternatives available from either pool-scheduled or self-scheduled generation resources and/or
Demund Resources as needed to meet Regulation Zone requirements not otherwise satisfied by the
Market Buycrs. Generation resources or Demand Resources offering 1o seli Regulation shall be
sclected to provide Regulation on the
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4, RATE TABLE
4.1 Offercd Price Rates.

Spot Market Energy, Regualation, Operating Rescrve. and Teansmission Congestion are hased on
of¥ers 10 the Office of the Interconnection specified in this Agreement.

4.2 Transmission Losses,
Average loss factors shall be as specitied in the VM Tarift,
4.3 Emergency Energy Purchases,
The pricing for Emergeney cnergy purchases will be determined by the Office of the
Interconnection and: (a) an adjacent Control Area, in accordance with an agreement between the Office
of the Imcrconnection and such adjacent Contral Area, or (b) a Member. in accordance with

arrangements made by the Office of {atercannection ta puechase energy offered by such Member from
resources that are not Capacity Resources,

5. CALCULATION OF TRANSMISSION CONGESTION CHARGES AND CREDITS
5.1 Transmission Congestion Charge Calculation.
5.1.1  Calculation by Office of the Interconnection.

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

%12 General

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

5.13 Network Service User Calculation,

Fach Network Service User shall be charged for the increased cost of energy incurred by
it during cach constrained hour 10 deliver the output of its firm Generation Capacity Resources or other
owned or contracted for resources. its firm bilateral purchases, and its non-firm bilatera! purchasces as to
which it has elccted to pay Transmission Congestion Charges. The Transmission Congestion Charge for
deliveries from each such source shall be the Netwark Service User’s hiourly net bill fess its hourly net
PJM Interchange payments or sales as determined in accordance with Section 3.2.1 or Sections 3.3 and
3.3.1 of this Schedule.
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7.4.3 Target Allocation of Auction Revenue Right Credits.

A turget affocation of Auction Revenue Right Credits for each entity hoiding an
Auction Revenue Right shall be determined for ¢ach Auction Revenue Right. After each round of
the annual Financial Transmission Right Auction. cach Auction Revenue Right shall be divided by
four and multiplicd by the price differences for the reccipt and delivery points associated with the
Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) minus
the Locational Marginal Price at the receipt poini(s), where the price for the receipt and delivery
point is determined by the clearing prices of cach round of the annual Financiat Transmission Right
auction. The daily total wrget slocation Tor an entity holding the Auction Revenue Rights shall be
the sum of the daily target allocations associated with all of the entity’s Auction Revenue Rights.

- 144 Calculation of Auction Revenue Right Credits.

{a} Each day. the total of all the daily tarpet allocations determined as specified
above in Seclion 7.4.3 plus any additivnal Auction Revenue Rights target allocations applicable for
that day shall be compared 10 the 10tal revenues of all applicable monthly Financial Transmission
Righis auction(s) {divided by the number of days in the month) plus the 10tal revenues of the annual
Financial Transmission Rights auction {(divided by the number of days in the Planning Period). If the
total of the targer allocations is less than the 1o1a) auction revenucs, the Auction Revenur Right
Credit for each entity holding an Auction Revenue Right shall be equal 1o its targer allocation. All
remaining funds shall be distribused as Excess Congestion Charges pursuant to Section 5.2.5.

(b) If the total of the target allocations is greater than the total auction revenues,
each holder of Auction Revenue Rights shafl be assigned a share of the total auction revenues in
proportion Lo its Auction Revenue Rights target allocations for Auction Revenue Rights which have a
positive Target Allocation value. Auction Revenue Rights which have a negative Target Allocation
value are assigned the full Target Atlovation value as a negative Auction Revenue Right Credit.

7.5 Simultaneous Feasibility.

The Office of the Interconnection shall make the simultancous teasibility determinations
specified hercin using appropriate powerflon models of contingency-constrained dispatch.  Such
determinations shall take into account outages of bath individual generation units and teansmission
Facilities and shall be based on reasonable assumplions about the configuration and availability of
transmission capahility during the period covered by the auction that are not inconsistent with the
determination of the deliverability of Generation Capacity Resources under the Reliability Assurance
Agreement. The goal of the simultancous feasibility determination shall be to ensure that there are
sufficicnt revenves from Transmission Congestion Charges 10 satisfy all Financial Transmission
Rights cbligations for the auction perind under expected conditions and to cnsurc that there arc
sulficient revenues from the annual Financial Transmission Right Auction 1o satisfy all Auction
Revenue Rights obligations.
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REGISTRATION

Participants must complete the PJM Emergency Load Response Program
Registration Form (“Emergency Registration Form”) that is posted on the PJM
web site (www.pjm.com). The following general steps will be followed:

). The participant completes the Emergency Registration Form located on the PIM web site.
PIM reviews the application and cnsures that the qualifications are met, including
verifying that the appropriate metering exists. PJM also confirms with the appropriate
L.SE and EDC whether the load reduction is under other contractual obligations.

- Other such obligations may not preclude participation in the program, bhut may
require special consideration by PIM such that appropriate settlements are made
within the confines of such cxisting contracts. The EDC and L.SE have ten (10)
business days to respond or PJM assumes acceptance.

2. PIM informs the requesting participant of acceplance into the program and notifics the

appropriate LST. and EDC of the participant’s acceptance into the program.

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

EMERGENCY OPERATIONS

PIM will initiate the request for load reduction following the declaration of Maximum
Fmergency Generation and prior to the implementation of ILR Steps 1 and 2.
(impicmemation of the Emergency Load Response Program can be used for regional
emergencics.) It is implemented whenever gencration is nceded that is greater than the
highest economic incrementai cost. PJM posts the request for load reduction on the PIM web
site. on the Emergency Conditions page, and on cData, and issues a burst cmail o the
Emergency l.oad Response majordomo. A separate All-Call message is also issued.

Following PSM’s request to reduce load, (i) participants in the Energy Only Option voluntarily may
reduce load: and (ii) participants in the Full Program Option are required to reduce load unless they
already have reduced load pursuant to the Economic [.oad Response Program. PJM will dispatch the
resources of all Emergency Load Response Program participants {not alrcady dispatched under the
Eeonomic Load Response Program) hased on the Minimum Dispatch Prices specified in the
participants’ Emergency Registration Forms.
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IFull Program Option participants that. prior to June 1, 2002, entered into contracts with F.5Fs
or CSPs that enable participation in the Full Program Option, may panicipate in the
Emergency Load Response program during Interruptible Load for Reliability (ILR) events as
long as the customer’s [LR contract explicitly excludes payvment or credit for encrgy not
consumed during ILR cvents. If the LSL that submitted the FFull Program Option participant
for I1.R credit indicates that such participant is not eligible for simultaneous credit under the
Emergency load Response program and LR is called for concurrent with the Emergency
Load Response program, then payments will be made w the participant according 1o the
Emergency Load Response program only for the time during which LR obligations were not
— in effect. Any respanse in excess of the comracted 11.R amount will be
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SCHEDULE §
P.JM DISPUTE RESOLUTION PROCEDURES

L. DEFINITIONS

L1 Alternate Dispute Resolution Committee.

“Alternate Dispute Resotution Committee™ shall mean the Committee established pursuant 10
Section 5 of this Schedule.

1.2 MAAC Dispute Resolution Committee,

“MAAC Dispute Resolution Committec™ shall mean the commiuee established by the Mid-
Atlantic Area Council to administer its industryv-specific mechanism for resolving certain types of
wholesale electricity disputes.

1.3 Related PJM Agrecments.

“Related PIM Agreements™ shall mean this Agreement. the Consolidated Transmission Owners
Agreement and the Reliability Assurance Agreement.

2. PURPOSES AND OBJECTIVES

2.1 Common and Uniform Procedures.

The PJM Dispute Resolution Procedures are intended 1o esiablish common and uniform
procedures for resolving disputes arising under the Related PIM Agreements. To the extent any of the
foregoing agreements or the PIM Tariff contain dispute resolution provisions expressly applicable to
disputes arising thereunder, however, this Agreement shall not supplant such provisions, which shail
apply according to their terms.

2.2 Interpretation.

To the cxtent permitied by applicable law, the PIM Dispute Resolution Procedures are 1o be
interpreted (o effectuate the objectives set forth in Section 2.1, To the extent permitted by these PIM
Dispute Resolution Procedures, the Alicmate Dispule Resolution Committee shall coordinate with the
established dispute resolution committee of an Applicable Regional Reliability Council, where
appropriate, in order 1o conserve administrative resources and Lo avoid duplication of dispute resolution
staffing.
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SCHEDULE 8

DELEGATION OF 'JM REGION RELIABILITY RESPONSIBILITIES

L DELEGATION

The tollowing responsibilities shall be delepated 1w the Office of the Interconnection by the
parties 1o the Reliability Assurance Agreement.

2, NEW PARTIES

— With rcgacd to the addition. withdrawal or removal of a party 1w the Reliability Assurance
Agrcement, the Office of the Interconnection shall:

(a) Receive and evaluate the information submitted by enlitics that plan 1o serve loads
within the PJM Region, including entitics whose participation in the Agreement will expand the
boundarics of the PIJM Region, such evaluation to be conducted in accordance with the requirements of
the Reliability Assurance Agreement; and

(b) Evaluate the effects of the withdrawal or removal of a party from the Reliabhility
Assurance Agreement.

3 IMPLEMENTATION OF RELJIABILITY ASSURANCE AGREEMENT

With regard 10 the implementation of the provisions of the Refiability Assurance Agreement. the
Office of the Interconnection shall:

(a) Receive all required data and forecasts from the parties to the Reliability Assurance
Agreement and other owners or providers of Capacity Resources;

(b) Perform all calculations and analvses necessary to determine the Forecast Pool
Requirement and the capacity obligations imposed under the Reliability Assurance Agreement,
including periodic reviews of the capacity benefit margin for consistency with the Reliability Principles
and Standards, as the foregoing terms are detined in the Reliability Assurance Agreement;

{c) Monitor the compliance of cach party to the Reliability Assurance Agreement with its
obligations under the Reliability Assurance Agreement:

(d) Keep cost records, and bill and collect any costs or charges due from the partics to the
Reliability Assurance Agrcement and distribute those charges in accordance with the terms of the
Reliability Assurance Agreement;

(e) Assist with the development of rules and procedures for determining and demonsirating
the capability of Capacity Resources;

()] Lstablish the capability and dcliverability of Capacity Resources consistent with the
requirements of the Reliability Assurance Agreement;

(g)  Collect and maintain generator availability data;
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(hy Perform any other forecasts. studies or analyses required to administer the Reliability
Assurance Agreement;

(i Coordinate maintenance schedules for gencration resources operated as part of the
PIMRegion:
() Determine and declare that an Emergency cXists or has ceased 10 exist in all or any part

of the PJM Region or announce that an Emergency cxisls or ceases to exist in a Control Area
interconnected with the PIM Region;

{k) Enter into agreements for (i) the transfer of eneegy in Emergencies in the PJM Region or
in a Control Arca interconnected with the PJIM Region and (i} mutual support in such Emergencics with
other Control Areas interconnected with the PJM Region: and

( Coordinate the curtailment or shedding of load, or other measures appropriate w
alleviate an Emergency, (o preserve reliability in accordance with FERC. NERC or Applicabie Regional
Reliability Council principles, guidelines. standards and requirements and the PJM Manuals. and to
ensure the operation of the PIM Region in accordance with Good Ulility Practice.
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i
Fagras”

1.4A  Authorized Commission.

*Authorized Commission” shall mean (i} a State public utility commission within the
geographic limits of the PIM Region that regulates the distribution or supply of electricity to reiail
customers and is lcgally charged with monitoring the operation of wholesale or retail markets serving
retail suppliers or customers within its State or (ii) an association or organization comprised
exclusively of State public utility commissions described in the immediately preceding clause (1),

1.4B  Authorized Person.

“Authorized Person™ shall mean a person who has executed a Non-Disclosure Agreement,
and is authorized in writing by an Authorized Commission to receive and discuss confidential
information. Authorized Persons may include attorneys representing an Authorized Commission,
consultants and/or contractors directly employed by an Authorized Commission, provided however
that consultanls or contractors may not injtiate requests for confidential information from the Otlice
of the Intercennection or the PJIM Market Monitor.

1.5 Board Member,
“Board Member” shall mean a member of the PJM Board.
1.5A  Applicable Regional Reliability Council.

“Applicable Regional Reliability Councit™ shall mean the reliability council for the region in
which a Member operates.

1.5B Behind The Mcter Generation.

*Behind The Meter Generation™ refers to a generaling unit that delivers energy 10 load without
using the Transmission System or any distribution facilitics (unless the entity that owns or leases the
distribution facilttics has consented to such use of the distribution facilities and such consent has been -
demonstrated 1o the satisfaction of the Office of the Interconnection); provided, however, that Behind
The Meter Generation does not include {i) at any time. any portion of such gencrating unit's capacity

| that is designated as a Generation Capacity Resource, or (i) in any hour, any portion of the output of
such generating unit[s] that is sold to another entity for consumption at another electrical location or into
the PIM Interchange Energgy Market.
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1.6 Capacity Resource.

“(‘apacuy Rewurcc shau nean—the—ne

the meaning pmwded in the Rehabﬂny Asaurancc Agccmcm—erwmmt—te—ﬁhe—pweed\mm

memd{mm&mmmw
Agmemeﬂt-Seudl. -

1.6A Consolidated Transmission Owners Agrecment,

“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,
LLC.

1.7 Control Area,

“Control Area™ shall mecan an electric power system or combination of electric power systems
bounded by intcrconnection metering and telemetry to which a common automatic gencration control
scheme is applied in order to:

{a) maich the power output of the gencrators within the electric power system(s) and cnergy
purchased from entities outside the electric power systemn(s). with the load within the clectric power
system(s);

(b) maintain scheduled interchange with other Control Arcas, within the limits of Good
Utility Practice;

«©) maintain the frequency of the eleciric power system(s) within rcasonable limits in
accordance with Good Utility Practice and the critena of NERC and the applicable regional rcliability
council of NERC:

(d} maintain power flows on transmission facilitics within appropriate limits to preserve
reliability; and

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

1.7.01 Control Zone.

“Control Zone™ shall mecan any ol the ECAR Control Zone(s), MAAC Control Zonc, or MAIN
Control Zone(s), or the VACAR Control Zone.

1.7.02 Default Allocation Assessment,

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

1.7.03 Demand Resource,

“Demand Resource” shall have the meaning provided in the Reliability Assurance Agreement,
L7A  [Reserved],

1.7B  [Reserved].

L7C ECAR.

“ECAR" shall mean the rcliability council under section 202 of the Federal Power Act,
established pursuant to the ECAR Coordination Agreement dated June 1, 1968, or any successor thereto
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1.9 Effective Date.

“Effective Date” shall mean August 1, 1997, or such later date that FERC pemmits this
Agreement (o go into effect.

.10 Emergency.

“Emergency” shall mean: (i) an abnormal system condition requiring manual or automatic
action 10 maintain sysiem frequency, or 1o prevent loss of firm load, equipment damage, or tripping of
system elements that could adversely affect the reliability of an electric system or the safety of persons
or property: or (i7) a fuel shortage requiring departure from normal operating procedures in order 1o
minimize the usc of such scarce fuel: or (iii) a condition that requircs implementation of emergency
procedurcs as defined in the PJM Manuals.

1.1} End-Use Customer.

“End-Use Customer”™ shall mean 2 Member that is a retatl end-user of ¢lectricity within the PIM
Region. '

1.i12 FERC,

“FERC™ shall mcan the Federal Energy Regulatory Commission or any successor federal
agency, commission or department exercising jurisdiction over this Agreement.

1.13  Finance Committee.
*Finance Commiltee™ shall mean the body formed pursuant to Section 7.5.1 of this Agrecment.
1.4  Geperation Owner.

“Generation Owner” shall mean a Member that owns or leases with nights equivalent 10
ownership facilities for the generation of clectric encrgy that are located within the PJIM Region.
Purchasing all or a portion of the output of a generation facility shali not be sufficient to qualify a
Member as a Generation Owner.

1.14A Generation Capacity Resource.

“Generation Capacity Resource™ shall have the meaning provided in the Reliability Assurance
Agrecment.

1.15  Good Utllity Practice,

“Good Utility Practice” shall mean any of the practices, methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant tume period, or any of
the practices, methods and acts which, in the exercise of reasonable judgment in light of the facts known
at the time the decision was made, could have been expected to accomplish the desired result at a
reasonable cost consistent with good business practices, reliability, safety and cxpedition. Good Utihity
Practice is not intended to be limited to the optimum practice, method, or act to the exclusion of all
others, but rather is intended 10 include acceptable practices, methods, or acts gencrally accepted in the
region.

1.16 Information Request.

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

“Interruptible Load for Reliability” or “ILR " shall have the meaning specified in the
Reliability Assurance Apreement.
1.7  LLC.

“L.LC" shall mean PIM [nterconnection, L.L.C.. a Delaware limited linbility company.
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1.18  Load Serving Entity.

“Load Serving Entity” shall mean an entity, including a load aggregator or power markelcer, (1)
serving end-users within the PJM Region, and (2) that has becn granted the authority or has an
obligation pursuamt 1o statc or local law. regulation or franchise to scll electric encrgy (0 end-uscrs
loccated within the PJM Region, or the duly designated agent of such an cntity.

1.19  Locational Marginal Price.
“Locational Marginal Pricc” shall mean the hourly integrated market clearing marginal price for

cnergy at the location the cnergy is delivered or received, calculated as specified in Section 2 of
Schedule 1 of this Aprecement.

- 1.20 MAAC,

“MAAC™ shall mean the Mid-Atlantic Area Council, a rcliability council under § 202 of the
Federal Power Act cstablished pursuant to the MAAC Agreement dated August 1. 1994 or any
successor thereto, ‘

1.20A MAAC Control Zone,

“MAAC Control Zone™ shall mean the aggregate of the Transmission Facilities of Atlantic City
Electric Company, Baltimore Gas and Electric Company, Delmarva Power and Light Company, Jersey
Central Power and Light Company, Metropolitan Edison Company, PECQO Energy Company,
Pennsylvania Electric Company, PPL Electric Utilities Corporation, Potomac Electric Power Company,
Public Service Electric and Gas Company. and Rockland Electric Company.

1.2086 MAIN.

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

1.20C MAIN Control Zone,

“MAIN Control Zone” shall mean any one of the onc or more Control Zones comprised of the
Transmission Facilitics of one or more of the Transmission Owners for which MAIN is the Applicable
Regional Reliability Council, as designated in the PJM Manuals.

1.21  Market Buyer.

“Market Buyer” shall mcan a Member that has met reasonable creditworthiness standards
established by the Officc of the Interconnection and that is otherwisc able to make purchases in the PIM

| Interchange Energy Market-or-PJM-Capacity-Credit.
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1.22  Market Participant.

“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic [.oad Response
Participant, or all three.

1.23  Market Seller.

“Market Seller” shall mean 1 Member that has metl reasonable creditworthiness standards
established by the Office of the Interconnection and that is otherwise able to make sales in the PIM

Interchange Encrgy Market-osPIM-Capaeity-Credit Market.
1.24 Member.

— “Member” shall mean an entity that satisfics the requirements of Section 11.6 of this Agreement
and that {i} is a2 member of the LLC immediately prior to the Effective Datc, or (ii) has excculed an
Additional Membcer Agreement in the form sct forth in Schedule 4 hercof.

1.25 Members Committee.

“Members Committee™ shall mean the committce specificd in Scection 8 of this Agreement
composed of representatives of ali the Members,

1.26 NERC.

“NERC" shall muvan the North Amernican Electric Reliability Council, or any successor thercio.
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i.35 PJM Manuais.

“PIM Manuals” shall mean the instructions, rules, provedures and guidelines established by the
Office of the Interconnection for the operation. planning. and accounting requirements of the PIM
Region and the PIM Interchange Energy Market.

1.35.01 PIM Market Monitor.

“PIM Market Monitor™ shall mean the Market Monilering Unit established under
Attachment M 1o the PIM Tanfl,

1.35A PJM Region.
. “PJM Region™ shall mean the aggregate of the MAAC Control Zone, the PJIM West Region, and
VACAR Contro} Zone.
1.35B PJM South Region.
“PJM South Region™ shall mean the VACAR Control Zone.

136  PJM Tarifl,

“PIM Tanff" shall mean the PJIM QOpen Access Transmission Tanff providing transmassion
service within the PJM Region, including any schedules, appendices, or exhibits attached thereto, as in
effcct from time 1o time.

1.36A JReserved.}

1.36B PJM West Region.

“PJM West Region™ shall mean the aggregate of the ECAR Control Zone(s) and MAIN Control
Zanets).

1.37  Planning Period.

“Planning Period’ shall initially mean the 12 months beginning Junc 1 and extending through
May 31 of the following ycar, or such athcr pcnud estabhshod undcr thc procedurcs nf—m—appkeable;
the Reliability Assurance Agrecment-oe-the ¢ ; ErOet!
Agsurance-AsToement-South,

1.3  President.

“President”™ shall have the meaning specified in Section 9.2,

1.38A Reguiation Zone,

“Regulation Zone' shall mean any of those one or more geographic areas, cach consisting of a
combinaton of one or more Control Zone(s) as designated by the Office of the Interconnection in the
PIM Manuals, relevant to pravision of, and requirements for, regulation service,

1.39  Related Parties.

“Related Panties” shall mean, solcly for purposes of the govermmance provisions of this
Agrecment: (i) any generation and transmission cooperative and one of its distribution cooperative
members; and (ii) any joint municipal agency and one of its members. For purposes of this Agreement,
representatives of state or federal government agencies shall not be deemed Related Parties with respect
to cach other, and a public body’s regulatory authority, if any, over a Member shall nat be deerned to
make it a Related Party with respect to that Member.

g
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1.40  Reliability Assurance Agreement.

“Reliability Assurance Apreement” shall mean that certain Reliability Assurance Agreement
Among $oad-Serving Entities in the PJM Region, on file with FERC as PIM Interconngetion, L.1,.C.
Rate Schedule FERC. No. 42 {correct number refereacel-—agrecinent, -dated June 2. 1997 and as
sinended from (HRe e time. establishing obligations, standards and procedures for maintaining the
reliable operation of the MAACPEIM CGontrol Region Zone.

1.40A |Reserved]. Relinhilitv-Assurunec-Agreement-West

1.40B {Reserved}. Relinbilitv- Assurance Agreement-South:

1.40C SERC,

“SERC™ or “Southcastern Electric Reliability Council™ shall mean the reliability council under
section 202 of the Federal Power Act established pursuant to the SERC Agreement dated January 14,
1970. or any successor thereto.
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147A VACAR.

“VACAR" shall mean the group of five companies, consisting of Duke Fnergy, Carolina Power
and Light. South Carolina Public Service Authority, South Carolina Clectric and Gas, and Virginia
Electric and Power Company,

1.47B VACAR Control Zone.

“VACAR Contral Zone™ shall mean the Transmission Facilities of Virginia Electric and Power
Company.

1.48  Voting Member.

- “Voting Member™ shall mean (i) a Member as o which no other Member is an Affiliate or
Related Party. or (ii) a Member together with any other Members as to which it is an Affiliate or Related
Party.

1.49  Weighted Interest,
“Weighted Interest™ shall be equal 10 (0.1(1/N) + 0.5{B/) + 0.2(TWE) + 0.2(F/(3)). where:

N = the total number of Members excluding ex officio Members and
State Consumer Advocates (which, for purposcs of Section 15.2 of this
agreement, shall be calculated as of five o’clock p.m. Eastern Timc on the date
PIM declares a Member in default)

B=  the Member's internal peak demand for the previous calendar
year {which, for Load Scrving Entities under the Reliability Assurance
Agreement, shall bc that used to calculate Accounted For Obligation as
determined by the Office of the Inlcrconnection pursuant to Schedule 7 of the
Reliability Assurance Agreement averaged over the previous calendar year)

C ~  the sum of factor B for all Members

D= the Member's gencrating capability from Generation Capacity
Resources located in the PIM Region as of January | of the cument calendar
year, determined by the Office of the Interconnection pursuant to Schedule 9 of
the Reliability Assurance Agreement, Schedule 9 of the West Reliability

South; respeetively

L= the sum of factor D for all Members

F=  the sum of the Member's circuit miles of transmission facilities
multiplied by the respective operating voltage for facilities 100 kV and above as
of January | of the current calendar year

G=  the sum of factor F for all Members
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(d) The Markets and Reliability Commiuee shall provide advice and
recommendations conceming studies and analyses rclating to the overall cificacy of the PIM
Interchange FEnergy Market and in carrying out actions as may be initiated as a result thereof,

(&) The Markets and Reliability Committee  shall provide advice and
recommendations conceming revisions 1o the Operating Agreement, the Reliability Assurance

| Agrecment, -the-Reliabitv-Assurance-Agreement—-\West-the Reliability Assurance-Agreement—South

and the PJM TarifY that pertain 1o its areas of responsibility.

(N The Markets and Reliability Committee shall make annual and timely
recommendations concerning the gencrating capacity reserve requirement and related demand-side
valuation factors for consideration by the Members Commitice, in order to assist the Members
Committee in making recommendations 1o the PIM Board of Managers.

(8)  The Markets and Rcliability Committee shall provide direction to the Market
Implementation Committee, which committee shall report to the Markets and Reliability Committee.
The Market Implementation Committee shall provide advice and recommendations o the Markets
and Reliability Committee directed to the advancemenmt and promotion of competilive wholesale
electricity markets in the P3IM Region, and perform such other Tunctions as the Markets and
Reliability Committee may direct from time to time.

(b)  The Markets and Reliability Committce shall provide dircction to the
Operating Committce and Planning Committee, which commitees shall report to the Markets and
Reliability Committec. The Operating Committee shall advise the Markets and Reliability
Commirttee and PJM on matters pertaining to the reliable and secure operation of the PIM Region
and the PJM intcrchange Cnergy Market, as appropriate. and other matters as the Markets and
Reliability Committce may request. The Planning Committee shall advise the Markets and Reliability
Committee and PJM on matters pertaining to system reliability, security, cconomy of service, and
planning strategics and policies and other matters as the Markets and Reliability Committee may
request. The Markets and Reliability Commitiee shall review technical recommendations and
changes initiated by the Opcrating Committee and Planning Committees and provide comments as
needed.

] The Markets and Reliability Committec shall perform such other functions,
directly or through delegation 1o a Standing Committee, subcommittee, working group or task force
reporting to the Markets and Reiiability Committce, as the Members Committec may direct.

1 The Markets and Reliability Commirtee shall create subcommittees, working
groups or task forces when needed to assist in carrying out the duties and responsibilitics of the
Markcts and Reliability Committee.

8.6.2 |Reserved.)
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iii) Prepare, maintain, update and disscminate the PIM Manuals,

iv} Comply with NERC, and Applicable Regional Rcliability
Council vperation and planning standards, principles and guidelines:

v) Maintain an appropriately trained workforce, and such
cquipment and facilitics, including computer hardware and software and backup
power supplics. as necessary or appropriate o implement or administer this
Agreement;

vi) Direct the operation and coordinate thie maintenance of the
= facilitics of the PJM Region used for both load and reactive supply, so as to
maintain rcliability of service and obtain the benelits of pooling and interchange
consistent with this Agreement, and the Reliability Assurance Agreement the
Relinhility  Assuranee . Apreemeni-West—eand—the—Reliahility - -Assurenee
Agreement-South;

vii)  Direct the operation and coordinate the maintenance of the bulk
power supply facilities of the PJIM Region with such facilities and sysiems of
others not party to this Agreement in accordance with agreements between the
1.LC and such other systems 1o secure reliability and continwity of service and
other advantages of pooling on a regional basis;

viii)  Perform interchange accounting and maintain records pertaining
to the operation of the PIM Interchange Fnergy Market and the PIM Region:

ix} Notify the Members of the receipt of any application to become
a Member, and of the action of the Office of the Interconncction on such
application, including but not limited to the completion of integration of a new
Membcr's system into the PIM Region. as specificd in Section 1.6(f);

X) Calculate the Weighted Interest and Default  Allocation
Assessment of cach Member:

xi) Maintain accurate records of the sectors in which cach Vating
Member is entitled to vote, and calculate the results of any vowe taken in the
Members Commattee;

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

xiii)  File with FERC on behalf of the Members any amendments to
this Agreement or the Schedules hereto, any new Schedules hereto, and make
any other regulatory filings on behalf of the Members or the LLC necessary to
implement this Agreement;

xiv) At the direction of the PJM Board. submit comments to
regulatory authorities on matters pertinent 1o the PJM Region;
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xv)  Consult with the standing or other commitiees established pursuam to

Section 8.6(a) on matters within the responsibility of the committee;

xvi)  Perform operating studies of the bulk power supply facilitics of the PIM Region
and make such recommendations and initiate such actions as may be necessary
to maintain reliable operation of the PJM Region:

xvii)  Accept, on behalf of the Membcrs, notices served under this Agreement;

xviii} Perform those functions and undertake thosc responsibilitics transferred to it
under the Consolidated Transmission Qwners Agreement including {A) direct
the operation of the transmission facilities of the parties to the East Transmission

- Owners Agreement (B) dircct the aperation of the transmission facilities of the
Parties to the West Transmission Owners Agreement, () direct the operation of
the transmission facilities of the Partics 10 the South Transmission Qwner
Agrcement, (D) administer the PIM Tanf, and (E) admimister the Regional
Transmission Expansion Planning Protocol sct forth as Schedule 6 o this
Agreement,

xix)  Perform those functions and undertake those responsibilities transferred to it
under the Reliability Assurance Agrecment, as specificd in Schedule & of this

xx)  Monitor the vperation of the PIM Region, ensure that appropriate Emergency
plans arc in place and appropriate Emcrgency drills are conducted, declare the
cxistence of an Emergency. and direct the operations of the Members as
necessary to manage, alleviate or end an Emergency;

xxi)  Incorporate the grid reliability requircments applicable to nuclear generating
unils in the PJM Region planning and operating principles and practices; and

xxii}  Initiate such legal or regulmory proceedings as directed hy the PIM Board to
enforce the obligations of this Agreement.

11, MEMBFERS
11.1 Managemcnt Rights.

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

11.2  Other Activities.

Except as otherwise expressly provided herein, any Member may engage in or possess any
interest in another business or venture of any nature and description, independently or with others, even
if such activitics compete directly with the business of the LLC, and neither the 1.1.C nor any Member
hereof shall have any rights in or to any such independent ventures or the income or profits derived
therefrom.
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11.3 Member Responsibilities.
it3.1 General

To facilitate and provide for the work of the Office of the Interconnection and of the
several committees appointed by the Members Committee, cach Member shali, to the extent applicable:

(a) Maintain adequate records and. subject to the provisions of this Agreement for
the protection of the confidentiality of proprietary or commercially sensitive information, provide data
required for (i) coordination of operations, (ii) accounting for all interchange transactions, (iii)
preparation of required reports. (iv) coordination of planning, including those data required for capacity

accounting under the Reliability Assurance Agrccm:ntanékdﬁbﬂ&%%ﬂﬁne&-&greemem-\\#est—aﬂd
Retiabtlity-Assuranee-Agreement-Seuth; (v) preparation of maintenance schedules, (vi) analysis of

system disturbances, and {vii) such other purposcs, including those set forth in Schedule 2. as will
contribute 1o the reliable and cconomic operation of the PJM Region:

(b) Provide such recording, telemetering, revenue quality metering. communication
and control facilities as are required for the coordination of its operations with the Office of the
Imerconnection and those of the other Members and to enable the Office of the Intercunnection to
operate the PJM Region and otherwise implement and administer this Agreement, including equipment
required in normal and Emergency operations and for the recording and analysis of system disturbances;

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

(d) Share in the costs ol commiitee activities and investigations (including costs of
consultants, computer time and other appropriate items), communication [acilities used by all the
Mcembeers {in addition 1o thosc provided in the Office of the Interconnection), and such other expenses as
arc approved for payment by the PIM Board. such costs to be recovered as provided in Schedule 3;

(<) Comply with the requirements of the PJM Manuals and all directives of the
Office of the Inicrconnection to take any action for the purposc of managing, alleviating or ending an
Emergency, and authorizc the Office of the Interconnection to direct the transfer or intcrruption of the
delivery of energy on their behalf to meet an Emergency and to implement agreements with ather
Control Areas intercornected with the PIM Region for the mutual pravision of scrvice o meet an
Emergency. and be subject 1o the emergency procedure charges specified in Schedule 9 of this
Agreement for any failure to follow the Emergency instructions of the Office of the Interconnection, In
addressing any Emergency, the Office of the Interconncction shall comply with the terms of any reserve
sharing agrecments in cffect for any part of the PJM Region.

11.3.2 Facilities Planning and Opcration.

Consistent with and subject to the requirements of this Agreement, the PIM
Tariff. the governing ag,reemcnls ol' thc Apphcable chmnal Rcltah:llty Councﬂs thc Reliability
Assurance Agreement,the e pe B i
Agreement-Seuth; the Consohda!ed Tmnsm:ss:on Owncn Agrccmem and the PIM "vlanua!s each
Member shall
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cooperate with the other Members in the coordinated planning and operation of the facilitics of its
System within the PJM Region so as to obtain the greatest practicable degree of reliability, compatible
cconomy and other advantages from such coordinated planning and operation. In furtherance of such
cooperation cach Member shall, as applicable:

(a) Consult with the ather Members and the Office of the lnterconnection, and
coordinate the installation of its ¢lectric generation and Transmission Facilitics with those of such ather
Members so as to maintain reliable service in the PIM Region;

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

(<} Cooperate with the other Members and the Office of the Interconnection in the
implementation of all policies and procedures cstablished pursuant to this Agreement for dealing with
Emergencies, including but not limited to policies and procedures for maintaining or arranging for a

| portion of a Member’s Gengration Capacily Resources. at least equal to the applicable levels established
from time to time by the Office of the Interconnection, 1o have the ability 10 go lrom a shuidown
condition to an operating condition and start delivering power without assistance from the power system:

{dy  Cooperate with the members of the Applicable Regional Reliability Councils to
augment the reliability of the bulk power supply facilitics ol the region and comply with Appiicable
Regional Reliability Councils and NERC operating and planning standards, principles and guidelines
and the PJM Manuals implementing such standards, principles and guidelines:

(e} Oblin or arrange for transmission service as appropriate (o camy oui this
Agreement;

N Cooperate with the Office of the Interconnection's coordination of the operating
and maintenance schedules of the Member's generating and Transmission Facilitics with the facilitics of
other Members to maintain reliable service to its own customers and those of the other Members and o
obain cconomic cfliciencies consistent therewith;

(g) Cooperate with the other Members and the Oflice of the Interconnection in the
analysis. formulation and implementation of plans to prevent or climinate conditions that impair the
reliability of the PIM Region; and

(h) Adopt and apply standards adopted pursuant to this Agreement and conforming

10 NERC, and Applicable Regional Reliability Council standards, principles and guidelines and the PIM
Manuals, for system design, cquipment ratings, operating practices and maintenance practices,

11.3.3 Electric Distributors.

in addition to any of the foregoing responsibilities that may be applicable, each Member
that is an Flectric Distributor, whether or not that Member votes in the Members Committee in the
Electric Distributor sector or meets the cligibifity requirements for any other sector of the Members
Committee, shall:
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@ Accept, comply with or be compatible with all standards applicable within the
PJM Region with respect to system design. equipment ratings, operating practices and maintcnance
practices as set forth in the PIM Manuals, or be subject to an interconnected Member's requirements
refating to the foregoing, so that sufficient electrical equipment, control capability, information and
communication are availabic to the Office of the Interconnection for planning and operation of the PIM
Region;

{b) Assure the continued compatibility of its lacal system energy management
system monitoring and tclecommunications systems to satisfy the technicai requirements of interacting
automatically or manually with the Office of the Interconnection as it directs the operation of the PIM
Region:

{c) Maintain or armange for a portion of its connected load to be subject to control
by automatic underfrequency, under-voltage. or other load-shedding devices at least equal to the Ievels

’ cstablished pursuant to the Reliability Assurance Agreement—Reliabitity—Assurance-Agreement-West

aM—Rekaanmmﬁ-Sw&h—ﬁapphmbk or be subject to another Member's control
for these purposes;

(d) Provide or ammange for sufficient reactive capability and vollage control facilities
to conform to Good Utility Practice and (i) to meet the reactive requirements of its system and cuslomers
and (ij) to maintain adequate voltage levels and the stability required by the bulk power supply facilities
of the PIM Region,

' (e} Shed connected load, share Generation Capacily Resources, initiate activefond

management-Interruptible [oad for Reljability programs, and take such other coordination actions as
may be necessary in accordance with the directions of the Olfice of the Interconnection in Emergencies;

| () Maintain or arrange for a portion of its Generation Capacily' Resources at least
equal 10 the level established pursuant 1o the Reliability Assurance Agreement to have the ability 1o go
from a shutdown condition Lo an operating condition and start delivering power withowt assistance from
the power system;

() Provide or arrange through another Member for the services of a 24-hour local
cantrol center to courdinate with the Office of the Interconnection, each such control center o be
fummished with appropriaie telemetry equipment as specified in the PIM Manuals, and o be staffed by
system operators trained and delegated sufficient authority to take any action necessary to assure that the
system for which the operator is responsible is operated in a stable and reliable manner. In addition to
mecting any training standards and requirements specified in this Agreement, local control center stafY
shall be required 10 meet applicable training standards and requirements in PJM Manual 01, Control
Center Requirements, including the PJM System Operator Training Requirements in Attachment C;

(h) Provide to the Office of the Interconnection all System, accounting. customer
tracking, joad forecasting (including all load to be served from its System) and other data necessary or
appmpﬂa:e to lmp!emcm or adm:msmr th:s Ag,rcemcnt and the Rclmb:hry Assurance Agreemcnl.—iho

(® Comply with the underfrequency rclay obligations and charges specified in
Schedule 7 of this Agreement.
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11.3.4 Reports to the Office of the Interconnection.

Each Member shall report as promptly as possible to the Office of the Interconnection
any changes in its opcrating practices and procedures relating to the reliability of the bulk power supply
facilities of the PJM Region. The Office of the Interconnection shall review such repons, and if any
change in an operating practice or procedure of the Member is not in accord with the cstablished
operating principles. practices and procedures for the PJM Region and such change adversely affects
such region and regional reliability, it shall so inform such Member, and the other Members through
their represemtative on the Operating Committee, and shall direct that such change be maodified to
conform 1o the established operating principles. practices and procedures.

11.4  Regional Transmission Expansion Planning Protocol.

The Members shali participate in regional transmission expansion planning in accordance with
the Regional Transmission Expansion Planning Protocol set forth in Schedule 6 to this Agreement,

11.5 Member Right to Petition.

{a) Nothing herein shali deprive any Member of the right to petition FERC to modity any
provision of this Agreement or any Schedule or practice hereunder that the petitioning Member believes
10 be unjust, unreasonable, or unduly discriminatory under section 206 of the Federal Power Act. subject
to the right of any other Member (a) to opposc said proposal, or (b) to withdraw from the 1.1.C pursuant
to Section 4.1,

(b} Nothing herein shall be construed as aflecting in any way the right of the Members,
acting pursuant o a vote of the Members Commitiee as specified in Section 8.4, unilaterally to make an
application to FERC for a change in any rate, charge, classification, tariff’ or service. or any rulc or
regulation related thereto. under section 205 of the Federal Power Act and pursuant to the rules and
regutations promulgated by FERC thereunder, subject to the right of any Member that voted against
such change in any rate, charge, classification. triff or service, or any rule or regulation refated thereto,
in intcrvenc in opposition 1o any such application.

1.6  Membcrship Requirements.
{a) To quality as a Member, an entity shall:
i} Be a Transmission Owner a Generation Owner, an Other Supplier. an
Electric Distributor. or an End-Usc Customer; and
i) Accept the obligations sct forth in this Agreement.
(b) Certain Mcmbers that are Load Serving Entities are partics to the Reliability Assurance

J Agreement, Rehabilivy Ammgmnmw—ﬂemmmmw&h Upon
becoming a Member, any entity that is a [.oad Serving Entity in the MAACPIM Centrol Region Zoae

and that wishes to become a Market Buyer shall also simultaneously exccute the Reliability Assurance
J Agreement.--Any-eniily that ise
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Load Serving Liatiy in the PIM West Region and that wishes 10 become & Markel Buver shall abso

simrahaneousty execuie the Reliability Assusmnee Agreenrent-West, —Aﬂ*—éﬂhl#—fhﬂl—!*ﬂ—l:«ed—benqﬁg
Entiy-in-theRIM-Seuth-Region-and-that-wiherte-become-a-Murket-Buvershall- alse-simulaneousty
exeewiethe-Reliabilitv- Assuranee-Agreement-South,

(¢} An entity thal wishes to become a party to this Agreement shall apply. in writing. to the
President setting forth its request, its qualifications for membership, its agreement to supply data as
specified in this Agreement, its agreement to pay all costs and expenses in accordance with Schedule 3,
and providing all information specified pursuant to the Schedules to this Agreement for entities that wish
to became Market Participants. Any such application that meets all applicable requirements shall be
approved by the President within sixty (60) days.

T (d) Nothing in this Section 11 is intended 10 remove, in any respect, the choice of
participation by other utility companies or organizations in the operation of the JM Region through
inclusion in the System of a Member.

{e) An entity whose application is accepted by the President pursuant o Section
11.6(c} shall execute a supplement to this Agreement in substantially the form prescribed in Schedule 4,
which supplement shall be countersigned by the President. 'The entity shall become a Member effective
an the daie the supplement is countersigned by the President.

(N Entities whosc applications contemplate expansion or rearangement of the PJIM Region
may hecome Members promptlv as described in Sections 11.6(c) and 11.6(¢) above, but the integration
of the applicant's sysicm into all of the operation and accounting provisions of this Agreement and the
Rchabﬂny Assurancc Agreement.-et-as-apphicable; the-Reliabilibr-Assuranee-Agreement-West-orthe

Agreement-Seuth, shall occur only after completion of all required installations
and modifications of metering, communications, computer programming. and other necessary and
appropriate facililies and procedures, as determined by the Hlice of the Interconnection. The Office of
the Interconnection shall notify the other Members when such integration has occurred.

(g) Entities that become Membcers will be listed in Schedule 12 of this Agreement.

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

12.  TRANSFERS OF MEMBERSHIP INTEREST

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

13. INTERCHANGE

13.1  Interchange Arrangements with Non-Members.

Any Member may enter into interchange arrangements with others that are not Membcrs with
respect o the delivery or receipt of capacity and cnergy o fulfill its obligations hereunder or for any
other purpose, subject 1 the standards and requirements established in or pursuant to this Agreement.
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1.3.13  Maximum Gencration Emergency.

“Maximum Ceneration Emergency” shall mean an Emergency declared by the Office of
the Interconnection in which the Office of the Interconnection anticipates requesting ane or more

Generation Capacity Resources er-Available Capaeity-Resources 10 opcrate al its maximum net or gross
clectrical power output. subject (o the equipment stress limits for such Generation Capacity Resource. in

order to manage, allcviate. or end the Emergency.
1.3.14  Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the (MYice of
the Interconnection in which the Office of the Interconnection anticipates requesting one or more
pencrating resources 10 operate at or below Normal Minimum Generation, in order o manage, alleviale.
or end the Emerpency.

1.3.14A NERC Interchange Distribution Calculator,

“NERC Interchange Distribution Calculator™ shall mean the NERC mechanism that is in
cflect and being used to calculate the distribution of energy. over specific transmission interfaces. from
energy transactions.

1.3.15  Network Resource.

“Network Resource™ shall have the meaning specified in the PJM Tariff.

1.3.16  Network Service User.

“Network Service User™ shall mean an enticy using Network Transmission Scrvice,
1.3.17  Network Transmission Service.

INetwork Transmission Service™ shall mean transmission service provided pursuant o
the rates, lerms and conditions set forth in Part 1l of the PIM Tariff, or transmission service comparable
to such service that is provided to a [.0ad Serving Entity that is also a I'ransmission Owner.

1.3.18  Normal Maximum Generation.

“Nommal Maximum Gencration™ shall mean the highest output fevel of a generating
resource under normal operating conditions.

1.3.19  Normal Minimum Generation.

“Normal Minimum Gencration™ shall mean the lowest output level of a gencrating
resource under normal operating conditions.

1.3.20  Offer Data.

“Offer Data" shall mean the scheduling, operations planning, dispatch, new resource,
and other data and information necessary to schedule and dispatch generation resources and Demand
Resource(s)
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(b} An applicant that is a 1.oad Serving Entity or that will purchase on behalf of or
for ultimate delivery to a load Scrving Entity shall establish to the satisfaction of the Office of the
Interconncction that the end-users that will be served through energy and related services purchased in
the PIM Interchange Energy Market, are located electrically within the PIM Region, or will be brought
within the PIM Region prior to any purchases from the PIM Interchange Encrgy Market. Such
applicam shall further demonstrate that:

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

Assurance Agreement- West—or—Relabiity—Assuranee—Agreement-
South-oy applicable. and

- i) The load Scrving Entity for the cnd users has arrangements in place for
Network Transmission Service or Point-To-Point Transmission Service
for all PIM Interchange Energy Market purchases.

(€) An applicant that is not a [.oad Serving Eatity or purchasing on behalt of or for
ultimate delivery 10 a 1.oad Serving Entity shail demonstrate that:

i) ‘The applicant has obtained or will obtain Network Transmission Service
or Point-to-Poimt Transmission Service for ail PIM Imerchange
Energy Market purchases; and

i} ‘The applicant’s M Interchange Energy Market purchases will
ultimately be delivered 10 a load in another Control Area that is
recognized by NERC and that complies with NERC's standards for
operating and planning reliable bulk electric systems,

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

(e} All applicants shail demonstrate that:

i} The applicant is capable of complying with all applicable metering, data
storage and transmission, and other reliability. operation, planning and
accounting standards and requirements for the opcration of the PJM
Region and the PIM Interchange Fncrgy Market:

i) ‘The applicant mects the creditworthiness standards established by the
Office of the Interconnection. or has provided a letter of credit or other
form of security acceptable to the Office of the Interconnection; and

fii) The applicant has paid all applicable fees and reimbursed the Office of
the Interconnection for all unusual or extraordinary costs of processing
and evaluating its application 1o become a Market Buyer, and has
agreed in its application to subject any disputes arising from its
application to the PJM Dispute Resolution Procedures,
(D ‘The applicant shall become a Market Buyer upon a final favorable
dctermination on its application by the Office of the Interconnection as specified below, and execution
by the applicant of counterparts of this Agreement.
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[.4.2 Submission of Information.

The applicant shall fumish all information rcasonably requested by the Office of the
Interconneetion in order to determine the applicant's qualification to be a Market Buyer. The Office of
the interconnection may waive the submission of information relating to any of the foregoing criteria, to
the extent the information in the Office of the Interconnection’s possession is sufficient to evaluaie the
application against such criteria,

1.4.3 Fecs and Costs.

The Office of the Interconnection shall require all applicants to become a Market Buyer
1o pay a uniform application fee, initially in the amount ot $1,500, to defray the ordinary costs of
processing such applications. The application fee shall be revised from time to time as the Office of the
Interconnection shall determine to be necessary to recover its ordinary costs of processing applications.
Any unusual or extraordinary costs incurred by the Office of the Interconnection in processing an
application shall be reimbursed by the applicant.

1.44 Office of the lInterconnection Determination.

Upon submission of the information specified above, and such other information as shall
rcasonably be requested by the Office of the Interconnection, the Office of the Interconnection shall
undertake an evaluation and invesligation to determine whether the applicant meets the criteria specified
above. As soon as practicable, but in any event not later than 60 days afler submission of the foregoing
information, or such later datc as may bc neccs:sary to satlsfv the rcqum:mems of the Rchabllny
Assurance Agreemert.—ehs 455G T - FARGE— :
Seuth; the Office of the lntcn.onnccnon :.hail nmlf\ thc appln.am and thc mcmhcrs of lhc Members
Committee of its determination, along with a written summary of the basis for the determination. The
OfTice of the Interconnection shall respond promptly to any reasonable and timely request by a Mcember
for additional information regarding the basis for the Otffice of the Interconnection’s determination. and
shall take such actian as it shall deem appropriate in response to any request for reconsideration or other
action submitted (o the Office of the Interconnection not later than 30 days from the initial notification 1o
the Members Committee.

1.4.5 Existing Participants.

Any entity that was qualified (o panticipate as a Market Buyer in the #JM Inlerchanpe
Lnergy Market under the Operating Agreement ol PIM Interconnection 1L.L.C. in effect immediately
prior to the Effective Date shall continue to be qualified to participate as a Market Buyer in the PJM
Interchange Fnergy Market under this Agreement.

1.4.6 Withdrawal.

(a) An Internal Market Buycr that is a Load Serving Entity may withdraw from this
Agreement by giving written notice to the Office of the Interconncction specifying an cffective date of
withdrawal not earlier than the effective date of (i) its withdrawal from the Reliability Assurance

Apreement, Reliability Assurance Agreement-West—or-Reliability-Assuarance-Agreement—Southy; or (ii)

the assumption of its obligations under the Rcliability Assurancc Agreement—-Reliability Assurunce

Apreement-West-erReliebility-Assurance-Agreement-South by an agent that is a Market Buyer.

Issued By: Craig Glazer Effective: June 1, 2007
Vice President. Federal Government Policy
Issued On: September 29, 2006



Unofficial FERC-Generated PDF of 20061004-0159 Recelved by FERC OSEC 09/29/2006 in Docket#: ERO5~1410-000

PJM Interconnection, L.1..C. Seventh Revised Sheet No, 75
Third Revised Rate Schedule FERC No. 24 Superseding Sixth Revised Sheet Ko, 75

1.6 OfTice of the Interconnection.
1.6.1 Operation of the PJM Interchange Energy Market.

The Office of the Interconnection shall operate the PIM Interchange Encrgy Market ini
accordance with this Agreement.

1.6.2  Scope of Services.

The Office of the Interconnection shalt, on behall of the Market Participants, perform
the services pentaining to the PSM Interchange Encrgy Market specificd in this Agreement, including but
not limited to the following:

- i) Administer the PIM Interchange Energy Market as part of the PJM Region,
including scheduling and dispatching of generation resources, uccounting for
transactions, rendering bills to the Market Participants, receiving payments from
and disbursing payments to the Market Participants, maintaining appropriate
records. and monitoring the compliance of Market Participants with the
provisions of this Agreement. all in accordance with applicable provisions of the
Office of the Interconnection Agreement. and the Schedules to this Agrecment:

if) Review and evaluate the qualification of cntitics to be Market Buyers. Market
Sellers, or Economic Load Response Participants under applicable provisions of
this Agreement;

it} Coordinate, in accordance with applicable provisions of this Agreement, the
Reliability Assurance Agreement,

theReliability Assuranco-Apreement-West:
the-Reliability Assurance-Agreement-South-and the Consclidated Transmission

Owners Agreement, maintenance schedules for gencration and transmission
resources operated as part of the PJIM Region;

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

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

| vi) Enter into (a) agrececments for the transfer of energy in conditions constituting an
Emergency in the PJM Region or in an interconnected Control Area, and the
mutual provision of other support in such Emergency conditions with other
interconnected Control Areas, and (b) purchases of Lmergency energy offercd
by Members from resources that are not Capacity Resources in conditions
constituting an Emergency in the PIM Region:
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1.7.9  Delivery to an External Market Buyer.

A purchase of Spot Market Energy by an External Market Buyer shall be delivered to a
bus or buses at the electrical boundaries of the PJM Rcgion specified by the Office of the
Interconncction, or 10 load in such area that is not served by Network Transmission Scrvice, using
Point-to-Point Transmission Service paid for by the External Market Buyer. Further delivery of such
encrgy shall be the responsibility of the External Market Buyer.

1.7.10 Other Transactions.

{a) Market Participants may enter into bilateral contracts for the purchase or sale of

electric energy to or from cach other or any other entity, subject to the obligations of Market Participants

| to make Gieneration Capacity Resources available for dispatch by the Office of the Interconnection.

Bilateral ammangements that contemplate the physical transfer of energy 1o or from a Market Padticipant

shall be reported 0 and coordinated with the Office of the [nterconnection in accordance with this
Scheduie,

(b} Market Participants shall have Spot Market Backup with respect to ail bifateral
transactions that are not dynamically scheduled pursvant ta Scction 1.12 and that arc curtailed or
interrupted for any reason (except for curtailments or interruptions through active load management for
lvad located within the PJM Region).

) To the extent the Office of the Interconnection dispatches a Generating Market
Buycer’s generation resources. such Generating Market Buyer may clect 10 net the output of such
resources against its hourly Equivalent Load. Such a Generating Market Buyer shall be deemed a buyer
from the PIM Interchange Energy Market to the extent of its PIM Interchange Imports, and shall be
dcemed a seller to the PIM Interchange Energy Market to the extent of its PJM Interchange Lixports,

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

() A Market Seller may self-supply Station Power for its gencration
facility during any month (1) when the net output of such facility is
positive, or (2) when the net output of such facility is negative and the
Market Seller during the same month has available at other of its
generation facilitics positive net output in an amount at least sufficient
to offset fully such negative net output. For purposes of this subsection
(d), “net output™ of a generation facility during any month means the
facility’s gross energy output, less the Station Power requirements of
such facility, during that month, The determination of a gencration
facility’s or a Market Seller’s monthly net output under this subsection
{d) will apply only to detcrmine whether the Market Seller self-supplied
Station Powcer during the month and will not affect the price of energy
sold or consumed hy the Marker Seiler at any bus during any hour
during the month. For
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{+}] The Office of the Interconnection shall abtain and maintain for cach

Synchronized Reserve Zone an amount of Synchronized Reserve equal 1o the Synchronized Reserve
objective tor such Synchronized Reserve Zone, as specified in the PIM Manuals.

{c) The Synchronized Reserve capability of a generation resource and Demand
Resource shall be the increase in energy output or load reduction achicvable by the generation
resource and Demand Resource within a continuous [0-minute period.

{d) A gencration unit capable of automatic energy dispatch that also is providing
Synchronized Reserve shall have its energy dispatch range reduced by the amount of the
Synchronized Reserve provided. The amount of Synchronized Reserve provided by a generation unit
shall serve to redefing the Normal Maximum Generation encrgy limit of that generation unit in that
the amount of Synchronized Reserve provided shall be subtracted from its Normal Maximum
CGeneration energy limit.

1.7.20 Communication and Operating Requircments.

{a) Market Participants. Fach Market Participant shall have. or shall arrange to
have, ils transactions in the PIM Interchange Energy Market subject (o control by a Market Operutions
Center, with staffing and communications systems capable of real-time communication with the Office
of the Interconnection during normal and LEmergency conditions and of control of the Markel
Participant’s relevant load or facilitics sufficient o mect the requirements of the Market Panicipant’s
transactions with the PJM Interchange Energy Market, including but not limited to the following
requirements as applicable.

(b) Market Scllers selling from generation resources and/or Demand Resources
within the PIM Region shall; report to the Office of the Interconnection sources of energy and Demand
Resources available for operation; supply to the Office of the Interconnection all applicable Offer Data:
report to the Office of the Interconnection generation resources and Demand Rcesources that are
seif-scheduled; with respect to gencration resources, report to the Office of the Interconnection bilateral
sales transactions to buyers not within the PIM Region: confirm 1o the Office of the Interconnection
bilateral sales 10 Market Buyers within the PJM Region: respond 1o the Office of the Interconnection™s
directives 1o start, shutdown or change output levels of gencration units, or change scheduled voltages or
reactive output devels of generation units, or reducc load from Demand Resources: continuously
maintain ali Offer Data concurrent with on-line operating information; and ensure that, where so
cquipped, generating cquipment and Demand Resources are operated with control equipment
functioning as specified in the PJM Manuals.

(c) Market Scllers selling from generation resources outside the PIM Region shail:
provide to the Office of the Interconnection all applicable Offer Data, including offers specifying
amounts of energy available, hours of availability and prices of energy and other services; respond to
Office of the Interconnection directives 10 schedule delivery or change delivery schedules; and
communicate delivery schedules to the Market Seller’s Control Area.

(d) Market Panticipants that are Load Scrving Entities or purchasing on behalf of

Load Serving Entitics shall: respond to Office of the Interconncction directives for load management

| steps; report to the Office of the Interconnection Generation Capacity Resources to satisfy capacity
obligations that arc available for pool aperation; report to the Office of the Interconnection all bilateral
purchase transactions; respond to other Office of the Interconnection directives such as those required

during Emergency operation,
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adequately resolved. or discloses a need for changes in standards or policies established in or pursuant to
the Operating Agreement, any of the forcgoing parties may make a writien request for review of the
matter by the Members Committee, and shall include with the request the forwarding panty's
recommendation and such data or information (subject to confidentiality or other non-disclosure
requircments) as would e¢nable the Members Commiltee 1o assess the matter and the recommendation,
The Members Committee shall take such action on the recommendation as it shalt decm appropriate,

d) Subject to the right of a Market Participant to abtain correction of accounting or
billing crvors, the 1.1.C or a Market Participam shall not be entiticd to actual. compensatory,
conscquential or punitive damages, opportunity costs. or other form of reimbursement from the £.1.C or
any other Market Participant for any loss, liability or claim. including any claim for lost profits. incurred
as a-result of a mistake, error or other fault by the Office of the Interconnection in the selection,
scheduling or dispatch of resources.

1.9  Prescheduling.

The following procedures and principles shatl govem the prescheduling activitics necessary to
plan for the reliable operation of the PIM Region and for the efficient operation of the PIM Interchange
Fnergy Market.

1.9.1 OQutage Scheduling.

The Office of the Interconnection shall be responsible for coardinating and approving
requests tor outages of generation and transmission facilitics as necessary for the reliable operation of
the PJM Region, in accordance with the PIM Manuals. The Office of the Interconnection shail maintain
records ol outages and outage requests of these facilities.

19.2  Planned Outages.

(a) A Generator Planned Qutage shall be included in Generator Planned Qutage
schedules established prior (o the scheduled start date for the outage, in accordance with standards and
procedures specificd in the PIM Manuals,

(b) The Office of the Interconnection shall conduct Generator Planned Quuage
scheduling for Generation Capacity Resources in accordance with the Reliability Assurance Agreement,
the RelabHity Assurance Agreement- West—the Reliebiity—Assuranoe—-Agreement-South, and the PIM
Munuals and in consultation with the Members owning or controlling the output of Gapuaeity—such
Rresources. A Market Participant shall not be expected to submil offers for the sale of energy or other
services, or 1o satisfy delivery obligations, from all or part of a generation resource undergoing an
approved Generator Planned Outage. {f the Office of the Interconnection determines thay approval of a
Generator Planned Outage would sigmificantly affcct the reliable operation of the PJM Region, the
Officc of the Interconnection may withhold approval or withdraw a prior approval. Approval for a

| Generator Planned Outage of a Generation Capacity Resource shall be withheld or withdrawn only as
necessary to ensure the adequacy of reserves or the reliability of the PJM Region in connection with
anticipated implementation or avoidance of Emergency procedures. If the Office of the Interconnection
withholds or withdraws approval, it shall coordinate with the Market Participant owning or controlling
the resource to reschedule the
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| Generator Planned Outage of the Generation Capacity Resource at the carlicst practical time. The Office
of the Interconnection shall if possible propose altemative schedules with the intent of minimizing the
cconomic impact on the Market Participant of a Generator Planned Ouuage,

(<) The OtYice of the Interconnection shall conduct Transmission Planned Qutage
scheduling in accordance with procedures specified in, the Consolidated Teansmission Owners
Agreement, and the PJM Manuais, and in accordance with the following procedures:

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

(ii) Transmission Owners shall submit notice of all Transmission Planned
QOutages to the Oflice of the Interconnection by the first day of the
manth preceding the month the outage will commence, with updates as
new information becomes available,

(iii}  If notice of a Transmission Planned Outage is not provided by the first
day of the month preceding the month the outage will commence, and if
such outage is determined by the Office of the Interconnection ta have
the potential to causc transmission system congestion, then the Office of
the Interconnection may require the Transmission Owner to implement
an alternative outage schedule to reduce or avoid the congestion. The
Office of the Interconnection shall perform this analysis and notify the :
Transmission Owner in a timely manner if it will require rescheduling :
of the outage.

(iv) ‘The Oftice of the Interconnection shall post notice of Transmission
Planned Qutages on OASIS upon receipt of such notice from the
Transmission Owner: provided. however, that the Office of the
Interconnection shall not post on QASIS notice of any component of'a
Transmission Planned Qutage Lo the extent such component shall
directly reveal a generator outage. In such cases, the Transmission
Owner, in addition to providing notice to the Office of Interconnection
as required above, concurrently shall inform the affccted Generation
Owner of such outage, limiting such communication to that necessary o
describe the outage and to coordinate with the Generation Owner on
matters of safcty to persons, facilitics, and equipment. The
Transmission Owner shall not notify any other Market Pasticipant of
such outage and shall arrange any other necessary coordination through
the Office of the Interconnection.

[n addition, if the Qffice of the Interconnection determines that transmission maintenance
schedules proposed by one or more Members would significantly affect the efficient and reliable
operation of the P)JM Region, the Office of the Interconnection may establish ahiemative schedules, but
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such aliernative shall minsmize the economic impact on the Member or Members whose maintenance
schedules the Office of the Interconnection proposes to modify.

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

1.93 Generator Mzintenance Outages.

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

1.9.4 Forced Outages,

(a) Each Market Seller that owns or controls a pool-scheduled resource, or a

Generation Capacity Resource whether or not pool-scheduled, shall: (i) advise the Office of the
Interconnection of a Generator Forved Qutage sutfered or anticipated Lo be suffered by any such
resource as promptly as possible: (i) provide the Office of the Interconnection with the expected date
and time that the resautce will be made available: and (iii) make a record of the events and
circumstances giving rise to the Generator Forced Qutage. A Macket Seller shalt not be expected ta
submit offers for the sale of cnergy or other services, or satisty delivery obligations, [rom a generation

| resource undergoing a Generator Forced Quiage. A Generation Capacity Resource that does not deliver
all or part of its scheduled encryy shall be deemed to have experienced a Generator Forced Outage with
respect to such undelivered energy, in accordance with standards and procedurces for full and partial
Cenerator Forced Qutages specified in the Reliability Assurance Agreement,the-ReliabilityAssuranee

Agreement-West-the-Reliability-Assuranee-Apreement-South: and the PJM Manuals.

{b) The Office of the Interconnection shall receive notification of Forced
‘T'ransmission Qutages, and information on the return to service, of Transmisston Facilitics in the PIM
Region in accordance with standards and procedures specified in. as applicable, the Consolidated
Transmission Owners Agrecement and the PJM Manuals.

1.9.4A Transmission Outage Acceleration.

(a) Planned Transmission Outages and Forced Transmission Outages
otherwise scheduled pursuant to sections 1.9.2 and 1.9.4 respectively of this Schedule may be
acceleraled or rescheduled at the request of a Generation Owner or other Market Participant in
accordance with the terms and conditions of this section 1.9.4A and the PJM Manuals.
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shall provide detailed data justifying such transmission facility ratings when directed by the Oifice of
the Interconnection.

(b) In addition to the seasonal verification of all ratings, cach Transmission
Owner shall submit 1o the Operations Planning Depariment (or successor Department) of the Office
of the Interconnection updales to its transmission facility ratings as soon as such Transmission
Owner is aware of any changes. Such Transmission Owner shall provide the Office of the
Interconnection with detailed data justifying all such transmission facility ratings changes.

(c} All Transmission Owners shall submit to the Operations Planning Departiment
(or successor Department) of the Office of the Interconnection formal documentation of any
procedure for changing facility ratings under specific conditions. including: the detailed conditions
undei which such procedures will apply, detailed explanations of such procedures. and detailed
calculations justifying such pre-established changes 1o facility ratings. Such procedures must be
updated twice each year consistent with the provisions of this Section,

1.9.9 Office of the Interconnection Responsibilities.

(a) The Office of the Interconnection shall perfonm seasenal operating studics to
assess the forecasied adequacy of generating reserves and of the transmission system. in accordance with
the procedures specified in the PJM Manuals.

(b) ‘The Office of the Interconnection shall maintain and update tables setting forth
Operating Reserve and other reserve objectives as specified in the PIM Manuals and as consistent with
the Reliability Assurance Agrecment—Reliability Assurnivce Agreement—-Wesi —und-ReliabilitvAssuranee
Apreement-Roh,

{c) The Office of the [nterconnection shall receive and process requests for firm and
non-firm transmission service in accordance with procedures specified in the PIM TarifT.

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

(e) The Office of the Interconnection shall maintain an historical databasc of all
transmission facility ratings, and shall review. and may modify or reject, any submitied change or
any submitted procedure for pre-cstablished transmission facility rating changes.  Any dispute
between a Transmission Owner and the Office of the Interconnection conceming transmission
facility ratings shall he resolved in accordance with the dispute resolution procedures in schedule 5 to
the Operating Agreement; provided, however, that the rating level determined by the Office of the
Interconnection shall govem and be cffective during the pendency of any such dispute.

() The Office of the Interconnection shall coordinate with other interconnected
Control Area as necessary 10 manage, alleviate or cnd an Emergency.

1.10  Scheduling.
1.10.1 General.

(a) The Office of the Interconnection shall administer scheduling processes to
implcment a Day-ahead Energy Market and a Real-time Energy market.

[ssued By: Craig Glazer Effective: June 1, 2007
Vice President, Federal Government Policy
issued On: September 29, 2006



Unofficlal FERC-Generated PDF of 20061004-0159 Received by FERC OSEC 09/25/2006 in Docketd: ER0OS5-1410-000

PIM Interconnection, L..L..C. ' IFitth Revised Sheet No, 93
Third Revised Rate Schedule FERC No. 24 Superseding First Revised Third Revised Sheet No, 93

cach such sclf-scheduled resource will disconnect or reduce output, or confimmation of the Market
Buyer's intent not to reduce output,

() All Market Panicipants shall submit to the Office of the Interconnection
schedulcs for any bilateral transactions involving use of generation or Transmission Facilitics as
specified below, and shall inform the Office of the Interconnection whether the transaction is 1o be
included in the Day-ahead Energy Markel. Any Marker Participant that clects to include a bilateral
transaction in the Day-ahead Fncrgy Market may specify the price (such price not to ¢xceed the
maximum price that may be specified in the PJM Manuals), if any. at which it wiil be wholly or partially
curtailed rather than pay Transmission Congestion Charges. The foregoing price specification shall
apply to the price difference between the specificd bilateral transaction source and sink paints in the day-
ahcad scheduling process only. Any Market Participant Lhat elects not o include its bilateral transaction
in the Day-ahead Encrgy Market shall inform the Office of the Interconnection if the parties to the
transaction are not willing to incur I'ransmission Congestion Charges in the Real-time Energy Market in
arder to complete any such scheduled bilateral transaction. Scheduling of bilateral transactions shall be
conducted in accordance with the specifications in the PIM Manuals and the following requircments:

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

i) Market Sellers shall submit schedules for bilateral sales to entitics
outside the PJM Region from generation within the PJIM Region that is
not dvnamically scheduled to such entitics pursuant to Section 1.12: and

iii) In addition (o the foregoing schedules for bilateral transactions, Market
Participants shall submit confirmations of cach scheduled hilatera)
transaction from each other party to the transaction in addition to the
party submitting the schedule, or the adjacent Control Area,

{d) Market Sellers wishing 1o sell into the Day-ahead Energy Market shal) submit
offers for the supply of energy (including cnergy from hydropower units). demand reductions,
Regulation, Operating Rescrves or other services for the following Operating Day.  Offers shalt be
submitted to the Cffice of the Interconnection in the form specified by the Office of the Interconnection
and shall contain the information specified in the Office of the Interconnection’s Offer Daty
specification, as applicable. Market Scliers owning or controlling the output of a Generation Capacity
Resource that was committed in an FRR Capacity Plan, self-supplied or offered and has-netcicared in a
Base Residual Auction_ or [ncremental Auction as specified in Attachment DD of the PJM Tariff, and
that_has not been rendered unavailable by a Generation Planned Outage, a Generator Maintenance
Qutage, or a Generation Forced Qutage shall submit offers for the available capacity of such Generation
CdpaCIty Resource, mcludmg any portlon that is self-scheduled by the Generating Market Buyer

g ree. The submission of offers for resource increments that ase

nek(:apomq—ﬂeseums—havc not glm ina Bnu Residual Auction of an Incremental Auction, or were
not_committed in an FRR Capacity Plan shall be optional, but any such offers must contain the

information specified in the Office of the Interconnection’s Offer Data specification, as applicable.
Energy offered from gencration resources that ase-net-have not cleared a Base Residual Auction or an
Incremental Auction, or were not committed in an FRE Capacity Plan, Gapacity-Reseuroes-shall not be
supplied from resources that are included in or otherwise committed
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| ) Shall specify the gGeneration Capagity sResource or emand Resource and
energy for each hour in the offer period;

i) Shall specity the amounts and prices for the entire Operating Day for cach
resource component offered by the Market Scller 0 the Office of the
Interconnection;

i}y If based on encrgy from a specific generating unit, may specify start-up and no-
load tees equal to the specification of such fees for such unit on file with the
Office of the Interconnection. if based on reductions in demand from 4 Demand
- Resource may specify shutdown costs;

iv) Shal! sct forth any special conditions upon which the Marker Selier proposes o
supply a resource increment, including any curtailment rate specified in a
hilateral contract for the output of the resource, or any cancellation fecs:

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

vi) Shal! constitute an offer 10 submit the resource increment to the Office of the
interconnection for scheduling and dispatch in accordance with the terms of the
offer, which offer shall remain open through the Qperating Day for which the
offer is submitted;

vii)  Shall be final as 10 the price or prices at which the Market Seller proposes o
supply encrgy or other scrvices 10 the PJM Interchange Energy Market. such
price or prices heing guaranteed by the Market Scller for the period extending
through the end of the following Operating Day: and

viii)  Shall not exceed an encrgy offer price of $1.000/megawatt-hour,

(e) A Market Seller that wishes to make a resource available to sell Regulation
service shall submit an offer for Regulation that shall specify the MW of Regulation being
offered, the Regulation Zone for which such regutation is offered, the price of the offer in dollars
per MWh, and such other information specified by the Office of the Interconnection as may be
necessary to evaluate the offer and the resource’s opportunity costs. The price of the offer shall
not exceed $100 per MWh in the casc of regulation offered for all Regulation Zones, except that
offers for Regulation by American Elcctric Power Company and Virginia Electric Power
Company and/or their respective affiliates for the Regulation Zone comprised of the ECAR
Control Zone(s), MAIN Control Zone(s), or the VACAR Contral Zonce shall be cost-based
consisting of the following components:

i. The costs (in 'MW} of the fuel cost increase due 1o the heat rate increase
resulting from operating the unit at lower MW output incurred from the
provision of Regulation;
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ii. The cost increase (in 3/MW) in variable operating and maintenance costs
resulting from operating the unit at lower MW output incurred from the
provision of Regulation; and

iti. An adder of up to $7.50 per MW of Regulation provided.
Qualified Regulation capability must satisfy the verification tests specified io the PJM Manuals.

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

{ (g) Each offer by a Market Scller of a Generation Capacity Resource shall remain in
ctfect for subscquent Operating Days uniil superseded or canceled.
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(h) The Office of the Interconnection shall post on the PIM Open Access
Same-time Information System the total hourly loads scheduled in the Day-ahcad Encriry Market. as
well as, its estimate of the combined hourly load of the Market Buyers for the next four days, and peak
load forecasts for an additional three days.

(i) Except for Ceconomic Load Response Participanis, atl Market Participants may
submit Increment Bids and/or Decrement Bids that apply to the Dav-ahead Encrgy Market only. Such
bids must comply with the requirements set forth in the PJIM Manuals and must specify amount, location
and price, if any, at which the Market Participant desires to purchase or sell energy in the Day-ahcad
Cnergy Market. The Office of the Interconnection may require that a market participant shall not
submit in excess of 3000 hid/offer scgments in the Day-ahead Energy Market, when the Office of the
Interconnection determines that such limit is required to avoid or mitigate significam system
performance problems related to bid/offer volume. Notice of the need to impese such limit shall be
provided prior to 10:00 am. EPT on the day that the Day-ahcad Energy Market will clear. For
purposes of this provision, a bid/offer segment is cach pairing of price and megawatt quantity
submiticd as part of an Increment Bid or Decrement Bid.

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

(k) An Economic lLoad Response Participant thal wishes o participate in the
Day-ahead Encrgy Market by reducing demand shall submit an offer to reduce demand 1o the Oiffice
of the Interconnection. The offer shall specify: (i) the amount of the offcred curtailment in
minimum increments of .| mepgawatts; (ii} the Day-ahead Locational Marginal Price above which the
end-use customer will reduce load; and (iii} at the Economic L.oad Response Participant’s option.
start-up costs associated with reducing load. including direct labor and equipment costs, opportunity
casts, and/or a minimum of number of contiguous hours for which the foad reduction must be

committed.
{1 Market Scllcrs owning or controlling the output of a Demand Resource that
was committed in an FRR Capacity Plan, self- supnlicd or offered and cleared in the Base Residual

Auction or one of the [ncremental Auctions, or owning ot contmlhnz the output of an 1L.R resource
whlch was ¢ mf' d as speci i . may submit demand reduction
ree_or ILR resource. The

submission_of dcmand reduction bids for ncsougg m [gmt;ms that_have not cleared in the Base

Residual Auctlion or in ong of the Incremental Auctions, or for ILR resources that were not certified,
or were not qornmmcd in an FRR Capacity Plan, shall be optional, but any suc.h bids must comain

A Demand Rcsou rce thal_was committed in an FRR Capacity Plan, self-supplied or oﬂ'crcd angl

clcared in a BBase Residual Auction or an Incremental Auction may submit _a demand reduction bid in

the_Da x-ahegd Enerpy Market as specified in the Economic l.oad Response Program, provided

howgever, that in the event of an Emergency, PIM shall require Demand Resources and 11L.R resources
1o reduce load notwithstanding that the Zonal LMP at the time such Emerpency is

the price identificd in the demand reduction bid
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1.10.2 Pool-scheduled Resources,

Paok-scheduled resources are those resources for which Market Panicipants submitted
offers to scll energy in the Day-ahead Encrgy Market and offers to reduce demand in the Day-ahead
Fnergy Market. which the Office of the Interconncction scheduled in the Day-ahead Uncrgy Market as
weli as gencrators committed by the Office of the Interconnection subsequent to the Day-ahead Encrgy
Market. Such resources shall be committed to provide encrgy in the real-time dispatch unless the
schedules for such units are revised pursuant o Sections 1.10.9 or £.11. Pool-scheduled resources shall
be govermned by the following principles and procedures.

{a) Pool-scheduled resources shall be selected by the Office of the Interconnection
on the basis of the prices offered for energy and demand reductions and related services. start-up.
no-load and cancellation fees, and the specified operating characteristics. offered by Market Sellers to
the Office of the Interconnection by the offer deadline specified in Section 1.10.1A.

(b A resource that is scheduled by a Market Participant 10 support a bilateral salc,
or that is sclf-scheduled by a Generating Market Buyer. shall not be selecied by the Office of the
Interconnection as a pool-scheduled resource except in an Emergency.

(c) Market Sellers offering cnerggy from hvdropower or other facilities with fuel or
environmental limitations may submit data to the Office of the interconnection that is sufficiem to
enable the Office of the Interconnection to determine the available operating hours of such facilitics.

{d) The Markct Seller of a resource selected as a pool-scheduled resource shall
receive payments or credits for encrgy. demand reductions or retated services, or for start-up and no-load
fees. from the Office of the Interconnection on behalf of the Market Buyers in accordance with Section 3
of this Schedule 1. Alternatively, the Market Seller shall receive, in licu of start-up and no-load fees, its
actual costs incurred, if any, up to a cap of the resource’s start-up cost. if the Office of the
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interconnection cancels its selection of the resource as a pool-scheduled resourve and so notifies the
Market Seller before the resource is synchronized.

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

1.10.3 Self-scheduled Resources.
Sell-scheduled resources shall be governed by the following principles and procedurcs.

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

(b) The offered prices of resources that are sclf-scheduled. or otherwise nut
foliowing the dispatch orders of the Office of the Interconnection. shall notl be considered by the Office
of the Interconnection in determining Locational Marginal Prices.

(c) Market Participants shall make available their sclf-scheduled resources to the
Office of the Inerconnection for coordinated operation 10 supply the Operating Reserves needs of the
applicable Contral Zone, by submitting an offer as 1o such resources.

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

1.10.4 Capacity Resources.

| (a) A Generation Capacity Resource that is selected as a pool-scheduled resource
shall be made available for scheduling and dispatch at the direction of the Office of the Interconnection,

| Such aA Generation Capacity Resource that does not deliver encrgy as scheduled shall be deemed to
have expericnced a (enerator Forced Qutage to the extent of such encrgy not delivered. A Market

| Participant offering such Cieneration Capacity Resource in the Day-ahead Energy Market shail replace
the energy not delivered with energy from the Real-time Encrgy Market and shall pay for such energy at
the applicable Real-time Price.

f {b) Energy from a CGieneration Capacity Resource that has nol been scheduled in the
Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, may be self-scheduled,
or may be offered for dispatch during the Operating Day in accordance with the procedures specified in

| this Schedule. Such A-a Generation Capacity Resource that has not been scheduled in the Day-ahecad
Encrgy Market and that has been sold on a bilateral basis must be made available upon request to the
Office of the Interconnection for scheduling and dispatch during the Qperating Day if the Office of the
Interconnection declares a Maximumn Generation Emergency. Any such resource so scheduled and
dispatched shali reccive the applicable Real-time Price for cnergy delivered.
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[ {(¢) A Generativn Capacity Resource that has been self-scheduled shall not reccive
payments or credits Tor start-up or no-load fees.

1.10.5 External Resources,

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

(t) Offers for External Resources from an aggregation of two or more generating
units shall so indicate, and shall specify, in accordance with the Ofter Data requircments specified by the
Office of the Interconnection: (i) energy prices; (ii) hours of encrgy availability: (iii} a minimum
dispatch level; (iv) a maximum dispatch level: and (v) unless such information has previously been
madc available 0 the Office of the Interconnection, sufficient information, as specified in the PIM
Manuals. to enable the Office of the Interconnection to model the flow into the PIM Region of any
energy from the External Resources scheduled in accordance with the Offer Data, If a Market Seller
submits more than one offer on an aggrepated resource basis, the withdrawal of any such offer shall be
deemced a withdrawal of all higher priced ofiers for the same period.

{c) Offers for External Resources on a resource-specific basis shall specify the
resource being offered, along with the information specified in the Offer Data as applicable.

1.10.6 External Market Buyers.

(a) Deliveries to an External Market Buyer not subject to dynamic dispaich by the
Office of the Interconncction shall be delivered on a block loaded basis to the load bus or buses at the
clectrical boundarics of the PJM Region, or in such area with respect o an Extemal Market Buyer's load
within such area not served by Network Scrvice, at which the energy is delivered to or for the External
Markel Buycr. External Market Buyers shall be charged or credited at either the Day-ahead Prices or
Real-time Prices, whichever is applicable, for energy at the foregoing load bus or buses.

(b) An External Market Buyer's houely schedules for energy purchased from the
PIM Interchange Encrgy Market shall conform to the ramping and other applicable requirements of the
interconnection agreement between the PIM Region and the Control Area to which, whether as an
intermediate or final point of delivery, the purchased cnergy wili initially be dclivered,
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output of pool-scheduled resource increments as necessary: (a) to maintain reliability. and subject to that
constraint, 10 minimize the cost of supplying the energy, reserves, and other services required by the
Market Buyers and the operation of the PJM Region; (b) to balance load and gencration. maintain
scheduled tie flows, and provide frequency support within the PJM Region: and (¢) to minimize
unscheduled interchange not frequency related between the PJM Region and other Control Areas.

1.I1.2 Operating Basis.

In carrying out the foregoing objectives, the Office of the Interconnection shail conduct
the operation of the PIM Region in accordance with the PIM Manuals, and shall: (i) wtilice available
generating reserves and obtain reguired replacements: and (i) monitor the availability of adequate
rCsServes.

L11.3 Pool-dispatched Resources.

(a) The Otfice of the Interconnection shall implement the dispatch of energy from
pool-scheduled resources with limited energy. by direct request.  In implementing mandatory or
economic use of limited energy resources. the Office of the Interconnection shall use its best cfforts to
select the most economic hours of operation for limited energy resources, in order to make optimal use
of such resources consistent with the dynamic joad-following requirements of the PIM Region and the
availability of other resources to the Office of the Interconnection.

(b) ‘The Gifice of the Interconnection shall implement the dispatch of energy from
other pool-dispatched resource increments, including generation increments from Capacity Resources
the remaining increments of which are scif-scheduled, by sending appropriate signals and instructions to
the entity controlling such resources. in accordance with the PJM Manuals. Each Market Seller shall
cnsure that the entity controliing a pool-dispaiched resource offercd or made available by that Market
Seller complies with the energy dispatch signals and instructions transmitted by the Office of the
Interconnection. :

L.11.3A Maximum Generation Emergency.

If the Office of the Interconnection declares 3 Maximum Generation Emergency. all
deliveries to load that is served by Point-to-Point Iransmission Scrvice outside the PJM Region from
Generation Capacity Resources may be interrupted in order to serve Joad in the PIM Region.

1.11.4 Regulation,

(a) A Market Buycr may satisfy its Regulation Obligation from its own gencration
rcsources and/or Demand Resources capable of performing Regulation service. by contractual
arrangements with other Market Participants able to provide Regulation service, or by purchases from
the PIM Interchange Encrgy Market at the rates set forth in Section 3.2.2.

(b) The Office of the Interconnection shall obtain Regulation service from the
least-cost alternatives available from either pool-scheduled or self-scheduled generation resources and/or
Demand Resources as nceded to mect Regulation Zone requirements not otherwise satisficed by the
Market Buyers. Generation resources or Demand Resources offering to sell Regulation shall be
selected to provide Regulation on the
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4. RATE TABLF.

4.1 Offered Price Rates.

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

4.2 Transmission Losses.
Average loss faciors shall be as specified in the PJM Tariff.
4.3 Emergency Energy Purchases.

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

5. CALCULATION OF TRANSMISSION CONGESTION CHARGES AND CREDITS
5.1 Transmission Congestion Charge Calculation.
5.1.1 Calculation by Office of the Interconnection,

When the transmission sysicm is operating under constrained conditions, or as necessany
10 provide third-party transmission provider losses in accordance with Scction 9.3, the Office of the
Interconnection shall caleulate Transmission Congestion Charges for each Network Service Uscr. the
PIM Inerchange Iinergy Market, and cach Transmission Customer.

5.1.2 General.

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

5.1.3 Network Service User Calculation,

Each Network Scrvice User shall be charged for the increascd cost of energy incurred by

| it during cach constrained hour to deliver the output of its firm Generation Capacity Resources or other

owned or contracted for resources, its firm bilateral purchases, and its non-firm bilateral purchases as to

which it has clecled to pay Transmission Congestion Charges. The Transmission Congestion Charge for

deliveries from each such source shall be the Network Service User's hourly net bill less its hourly net

PJM Interchange payments or sales as determined in accordance with Section 3.2.1 or Sections 3.3 and
3.3.1 of this Schedulc.
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7.4.3 Target Allocation of Auction Revenue Right Credits.

A targel allocation of Auction Revenue Right Credits for cach entity holding an
Auction Revenue Right shall be determined for cach Auction Revenue Right. Atfter cach round of
the annual Financial Transmission Right Auction, each Auction Revenue Right shall be divided by
four and multiplied by the price differences for the receipt and delivery points associated with the
Auction Revenue Right, caleulated as the Locational Marginal Price at the delivery points(s) minus
the Locational Marginal Price at the receipt point(s), where the price for the reccipt and delivery
point is determined by the clearing prices of each round of the annual Financial Transmission Right
auction. The daily total target allocation for an cntity holding the Auction Revenue Rights shall be
the sum of the daily target atlocations associated with all of the entity’s Auction Revenuc Rights.

7.4.4 Calculation of Auction Revenue Right Credits.

(a) Each day. the 1o1al of all the daily tarpet allocations dewermined as specificd
above in Scction 7.4.3 plus any additional Auction Revenue Rights target allocations applicable for
that day shall be compared to the total revenues of all applicable monthly Financial Transmission
Rights auction(s) (divided by the numbcer of days in the month) plus the 1014] revenues of the annual
Financial Transmission Rights auction (divided by the number of days in the Planning Period). i the
total of the target allocations is less than the total auction revenues. the Auction Revenue Right
Credit for each entity holding an Auction Revenue Right shall be equal to its turgel allocation. All
remaining funds shall be distributed as Excess Congestion Charges pursuant to Section 5.2.5.

{b) If the total of the target allocations is greater than the total auction revenues,
cach halder of Auction Revenue Rights shall be assipned a share of the total auction revenues in
proportion to its Auction Revenue Rights target allocations for Auction Revenue Rights which have a
positive Target Allocation value. Auction Revenue Rights which have a negative Target Allocation
value are assigned the full Target Allocation value as a negative Auction Revenue Right Credit.

7.5 Simultaneous Feasibility.

The Office of the Interconnection shall make the simultancous feasibility determinations
specified herein using appropriate powerflow models of contingency-constrained dispatch.  Such
determinations shall take into account outages of both individual generation units and transmission
facilitics and shall be based on reasonable assumptions about the configuration and availability of
transmission capability during the period covered by the auction that are not inconsistent with the
determination of the deliverability of Generation Capacity Resources under the Reliability Assurance
Agreement. Religbility Assurance Agreement-West-or-Reliabiity-Assurenee-Agreement-South. The
goal of the simultancous feasibility determination shall be 10 ensure that there are sufficient revenues
from Transmission Congestion Charges to satisfy all ¥inancial Transmission Rights obligations for
the auction period under expected conditions and to ensure that there are sufficient revenues from the
annual Financial Transmission Right Auction to satisfy all Auction Revenue Rights obligations,
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REGISTRATION

Participants must complete the PJM Emergency Load Response Program
Registration Form (“Emergency Registration Form”) that is posted on the PdM
web site (www pym.com). The following general steps will be followed:

1. The participant completes the Emergency Registration Form located on the PIM web site.
PIM reviews the application and ensurcs that the qualifications are met, including
verifying that the appropriate metering exists. PJM also confirms with the appropriate
L.SE and £DC whether the load reduction is under other contracwual abligations.

- Other such obligations may not preclude participation in the program, but may
require special consideration by PJM such that appropriate scttlements are made
within the confines of such cxisting contracts. The EDC and LSE have ten (10)
business days to respond or I’JM assumcs acceptance,

2. PJM informs the rcquesting participant of acceplance into the program and notifies the

appropriate LSE and EDC of the participant’s acceplance into the program.

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

EMERGENCY OPERATIONS

PIM will initiate the request for toad reduction following the declaration of Maximum
] Emergency Generation and prior to the implementation of ILR_A&M- Steps 1 and 2.
{Implementation of the Emergency l.oad Responsc Program can be used for regional
emergencies,) It is implemented whenever generation is needed that is greater than the
highest economic incremental cost. PIM posts the request for load reduction on the PJM web
sitc, on the Emergency Conditions page, and on eData, and issucs a burst email to the
Emergency Load Response majordomo. A separate All-Call message is also issued.

Following PIM’s request to reducc load. (i) participants in the Energy Only Option voluntarily may
reduce load; and (ii) participants in the Full Program Option are required to reduce load unless they
already have reduced load pursuant to the Economic Load Response Program. PJM will dispatch the
resources of all Emergency Load Response Program participants (not alrcady dispatched under the
Cconomic .oad Response Program) bascd on the Minimum Dispaich Prices specitied in the
participants’ Emcrgency Registration Forms.
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Full Program Option participants that, prior to Junc 1, 2002, entered into contracts with LSEs
or CSPs that cnable participation in the Full Program Option, may participate in the
Emergency Load Response program during Interruptible Load for Reliability (ILR) ALM
cvents as long as the customer’s 1L.R AbM-contract explicitly excludes payment or credit for
energy not consumed during LR AbM-events. If the LSE that submitted the Full Program
Option participant for JLR AbM-credit indicates that such participant is not cligible for
simulaneous credit under the Emergency l.oad Response program and [LR AdM-is called
for concurrent with the Emergency l.oad Response program, then payments will be made to
the participant according to the Emergency Load Response program only for the time during
which lI{ R_AbM-obligations were not in effect.  Any response in excess of the contracted
1LR Ad-M-amount will be
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SCHEDULE 5
PJM DISPUT LUTION PROCEDURES

L DEFINITIONS

11 Alternate Dispute Resolution Committee.

“Altemate Dispute Resolution Committee™ shall mean the Committee established pursuant to
Section 5 of this Schedule.

1.2 MAAC Dispute Resolution Committee.

“MAAC Dispute Resolution Committee™ shall mean the commitiee cstablished by the Mid-
Atlantic Area Council to administer its industry-specific mechanism for resolving certain types of
wholcsale clectricity disputes.

L Related PIM Agreements.

“Related PIM Agreements” shall mean this Agreement, the Consolidated Transmission Owners

Agreement: and the Reliability Assurance Agreement-the-Reliahility-Assurance Agreement-West—and
the-HeliabilityAssuranee Agreement-Sauth.

2. PURPOSES AND OBJECTIVES

2.1 Common and Uniform Procedures,

The PIM Dispute Resolution Procedures are intended to establish common and unifarm
procedures for resolving disputes urising under the Related PJIM Agreements. To the extent any of the
foregoing agreements or the PJM Tariff contain dispute resolution provisions expressly applicable to
disputes arising thereunder, however, this Agreement shall not supplant such provisions, which shall
apply according 1o their terms.

2.2 Interpretation.

To the cxient permitted by applicable law. the PIM Dispute Resolution Procedures are to be
interpreted to effectuate the objectives set forth in Section 2.1, To the extent permitted by these PIM
Dispute Resolution Procedures, the Altemate Dispute Resolution Committee shall coordinate with the
established dispute resolution committee of an Applicable Regional Relisbility Council, where
appropriate, in order to conscrve administrative resources and to avoid duplication of dispute resolution
staffing.
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SCHEDULE 8

| DELEGATION OF PJIM REGIONCONTROL AREA RELIABILITY RESPONSIBILITIES

I DELEGATION

The following responsibilities shall be delegated to the Office of the Intcrconnection by the
parties to the Reliability Assurance Agreement.

2. NEW PARTIES

_ With regard 1o the addition. withdrawal or removal of a party to the Reliability Assurance
Agreement, the Office of the Interconnection shali:

{a) Receive and cvaluate the information submitted by entitics that plan to serve loads
within the PJM Controd AreaRegion, including entities whose participation in the Agreement will
expand the boundaries of the PIM Control AreaRegion. such evaluation to be conducted in accordance
with the requirements of the Reliability Assurance Agreement; and

M Evaluate the effects of the withdrawal or removal of a party from the Rcliability
Assurance Agreement,

‘ 3 IMPLEMENTATION OF RELIABILITY ASSURANCE. AGREEMENT

With regard to the implementation of the provisions of the Reliability Assurance Agrecment, the
Office of the Interconnection shall:

(a) Reccive all required data and forecasts from the parties w0 the Reliability Assurance
] Agreement and other owners or providers of Capacity Resources:

{b) Perform all calculations and analyses nccessary to determine the Forccast Pool
Requirement and the capacity obligations imposed under the Reliability Assurance Agreement,
including periodic reviews of the capacity benefit margin for consistency with the Reliability Principles
and Standards, as the forcgoing terms are defined in the Reliability Assurance Agreement;

(©) Monitor the compliance of each party 1o the Reliability Assurance Agreement with its
obligations under the Reliability Assurance Agreement;

(d)  Keep cost records. and bill and collect any costs or charges due from the partics to the
Reliability Assurance Agreement and distribute those charges in accordance with the terms of the
Reliability Assurance Agreement;

{e) Assist with the development of rules and procedures for determining and demonstrating
the capability of Capacity Resources:

4] Cstablish the capability and deliverability of Capacity Resources consistent with the
requirements of the Reliability Assurance Agreement,

{g) Collect and maintain generator availability data;
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th) Perform any other forecasts. studies or analyscs required to administer the Reliabitity
Assurance Agreement:

{i) Coordinate maintenance schedules for generation resources operated as pan of the 1M
Controd AreaRegion;

) Determine and declare that an Emergency exists or has ccased to exist in all or any part
of the PIM Controd AreaRegion or announce that an Emergency exists or ceases o exist in a Control
Area interconnected with the PIM Comeol AreaRegion:

(k) Enter into agreements for {i} the transfer of energy in Emergencics in the PIM Contral
Area Repion or in @ Control Area interconnected with the PIM Canteol Area Region and (ii) mutval
support in such Emergencics with other Control Arcas interconnected with the PIM Control
AreaRegion; and

{1 Coordinate the curtailment or shedding of load. or other measures appropriate to
alleviate an Emergency, 1o preserve reliability in accordance with FERC. NERC or MAAC Applicable
Regional Reliability Council principles, guidelines. standards and requirements and the PJM Manuals,
and ta ensure the operation of the PIM Controd Area Region in accordance with Good Utility Practice.
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SCHEDULE 8A

DELEGATION OF PJM WEST REGION REI AABILITY RESPONSIBILITIES

1. DELELGATION

The following responsihilities shall be delegnted o the Office of the Interconpection by the
parties to the Reliability Assurance Agreement—West.

& NEW PARTIES

With regard to the -addition. withdrawal or removal of a party 1o the Reliability Assurance
Agreement-West. the Office of the Interconnection shall:

{a} Ruceive and evaluate the information submitted by entities that plan 1o serve louds
within the PJM West Region, inchuding entities whose participation i the Agreenment will expand the
boundaries of the PIM Region. sich evaluation 10 be conduvted in accordance with the requirements of
the Relability Assurance Agreement-West: and

(L) Evaluate the effects of the withdrowal or removal of a poarty from tdwe Reliability
Assurance Agreement-West,

3, IMPLEMENTATION OF RELIABHATY ASSURANCE AGREEMENT-WESY

With regard o0 the implementation of the proviside of the Reliability Assuranee Agreement-
Wesl. the {fTice of He Interconnective shall:

() Receive oll required data and forecasts from the parties w e Reliability Assurance
Agreement- West and other owners of Capaeity Resaurces:

(k) Perforn all caleulations end analyses necessary to determine the capucity obligations
mposed under the Reliability Assurance Agreement-West:

{v) Montor the complivnce of each party 10 the Reliability Assurance Agreement-West
wilh its oblipmtions under the-Heligbility Assurance Agreeiment-West,

4} keep costrecords-and bill end-cellect-any costs or charges due from the-parties 1o the
Rehul‘nlny Assurance Agreement-West and distribute those-charges insecordanee with the leans of the
Reliabitity-Assuranee Agreement- West:
= -4t} Adssist with-the development-of-riles and-procedures for-determining and demonsirating

I bitisvof Capacity R o

- —Esiablish-the—copability- and-deliverability of Capaeity Resources—consistent with—the
requirements of the-Reliability-Assurapce-Agreement- West:

(8- Collectand meaintain penerator availabilily-deta,

-¢th) Perform any-other forcoasts, studies oF unelyses required to-administer the Reliability
Assuranee Agreement—West;
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(h Coordinate maintenance schedules for genertiion resources opersted as part of the PIM
West Region:;

n Determine and declare thit an Bmergency esis or has ceased 10 exist in all or asw pan
of the PIM West Region or announce that an Fmergency exists oF censes to exist v o Control Area
werconnected with the PIM West Region:

k) inter into agreements for (4 the transfer of eneegy in Emergencies in the PIM Region or
ina Contrd Area imerconnected with the PIM Regivr and (1) mutual support in such Rmergencies with
uther Controd Areas interconmeeted-with the PIM Region: and

(hy Coordinate the curtatiment or shedding of laad or other measwres appropriate o
alleyiale an himergency, to preserve reliability in accordance with- FERC, NERC or FCAR principles.
guidelines, standards ond requirements and the PIM Manuals, and o ensure the operation of the 1M
West Region in secordance with Good Uity Practice.
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SCHERLUE BB

DELEGATION OEPIM SOUTH REGION RELIABILITY RESPONSIBILITIES

beoos — DEA FLATION

The {fullowing respensibilities shall be delegated: to the Office of the Interconaection by the
parties to ihe Reliability Assurance-Agreement-Seuth:

2. NEW-PARTIES

~ With regard 10 the addition, withdrawal or removal of o party 1o the Reliability Assurance
Agreament-South, the Olfee of the Interconnection shall:

fu) Receive and evalvate the information submitted by entities that plan 1o serve Joads
within the PIM South Region. ineluding entities whose parieipation in the Agreement will expand the
boundaries of the M South Regien. such evalualion te be conducted i dccordance with the
requirenients of the Relinbility Assurance Agreement-South: and

th) Evaluate the eflects of the withdrawal or removal of g party frem the Reliabiliy
Assurance Agreement-South,

3. IMPLEMENTATION OF RELIABILITY ASSURANCE AGREEMENT-SOLTH

With regard to the implamentation of the provisions of the Reliability Asstimance Agreement- : }
South, the Oflice of the ierconnection shall:

(it} Receive all required date snd forecasts from the porties (o the Reliability Assurance
Agreenteni-Souh and other owners of Capecity Resourees;

(b} Perform all cakvulations and anvlvies wecessary to deteanine the Forecust Pool
Requirement und the capacity obligations impused under the Reliabifity Assurance Agreement-South,
including periadie reviews of the capacity benefit margin for consistency with the Reliabilisy Principles
and Stondards. as the foregoing terms are defined in the Relability Assurunce Agreement-Souh;

) Moniior the-complianee of each party to the Reliability Assurance Agreement-South
wilh its obligations under the-Retiability Assurance Agreement-South:

td) Keep-costrecords-and bill and collect-anv-easts or churges—due {rom the parites-to-the
Relinbiity-Assurance Agreement-South-and distributethose-charges in avcordance with the terms of
the Reliabitity-Assurance Agreement-South:

{e)-——Assist with the developmentofrules and proceduresfor determining-and demonstrating
the-copubility of Capacity-Resourees:

- —-tistablish-the eapabHity-and—deliversbility ol Capaeity—Resources consistent-with the
reqasiremenis of the Reliability-Assurance Agreemeri-South:
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{2} entlect and maintain geperator avatnbility data:

th) Pertormy any other forecasts, studies or anadyses required i administer the Relability
Assurance Agreement-saowh;

(i) Coordinute maintenance schedules for generation resources operated as pant of the PiM
South Region:

n; Determine and declare that an Lmergency exists or has ceased to exist in all or any part
of the IHM South Region or asneunce that an mergency exists oF ceases to exist in s €ontrol Area
iercommnected with the PIM South Regiow;

{k} Fnier inte egreements for (i} the traasder of energy in Emergencies in the PIM South
Region ur it a Control Ared interconnested with the PIM Sorth Region and (it andual suppert in such
Emergencies with other Control Areas interconnected with the PIM South Region: and

¢} Coordinate the cuntailment or shedding of load.. or other measures appropriate to
alevigte an BEmergency. 10 preserve reliability in accordance with FERC, NERC or SERC priwiples.
guidelines, stondards and reguirements and the PIM Manuals, and 10 ensure the operation of the PIM
Soulh Kegion i accordunce with Good Uity Practice.
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SCHEDVLEY

WM CONTROE AREA-EMERGENCY PROCEDURE CHARGES

1. - EMERGENCY PROCEDURE GHARGE

1.1 Following an Emergeney. the compliance of-each Member with the instructions of the
(e of the hiterconneetion shall be eviluated by the Oftice of the Intervonnection. If. based on such
evaluation. # is determined thet & Member failed 10 comply with the instruetions of the Office of the
hereonnection (o implement PIM emergency precedures: that Member shall demonsirate that it
emploved Hs best-ellints 1o comply with such hstructions.  In the event-a Member failed (o employ ik
best effons w comphy with the instructions of the Ofice of the Intersonnection. that Member shall pay
(urdess oliwrwise paid by the Member under the Relighility Assivance Agrtemit an emergency
pravedure charge os follows:

(&) For each megawait of voltage reduction that was pot implemented as directed, despite
being capable ol implementation: the Member shedl pay 1635 times the daily deliciency eate per
megawail et forth in Section A of Schedule 1 of the Reliability Assuronce Agreement:

th) {'or each megawat of load thet was net dropped as direeted. the Member shall pay 730
times the daily deficiency rate per megawatt sel {orth in Section A of Schedule |1 of the Reliability
Assurpnee Agresmesd; amd

13 For each megawatt of ALLM (as defined in the Reliabitity Assurince Agreement) that
was not implenmented s directed and Fer-each megawait of @ Capaelly Resource thal was sl prade
available as direcled despite beipg capable of producing energy at-the time-and that is deliverable to the
PIM Control Aren in the case of a-Capaciy Resouree located-outside of the PIM Comnrol Area: the Panty
shall pay 365 times the duily-deficiency maie per meawott set forth in Section A of Schedule 11 of the
Rediahility Assurance Agreement,

2. DISTRIBUFION OF EMERGENCY PROCEDURE CHARGES

21 Complving-Parties.

Fach Member that has complied with the emergenvy procedures imposed by this Agreement
during un imergenevcwithout-ineurring-er-emergency provedure charge, shall-share-in any emergency
procedure chorges paid—by any-other Member thai-has failed 10 satisfy said -obligation during such
Iimergeney in an-equitabie-manner-to-be-delermined by the M Bourd.

- 33— All-Parties.
- in-the event all af-the-Members-have-ineurred emergency- procedure charges-with respeci-to-an

Lrrergeneys the -emergency—precedure—eherges—related—to-that -Emergency-shell -he distributed in—uh
eduitahle muaner oy direeted by-the BIM-Board.
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SCHEDULE 9A

I WEST REGION EMERGENCY PROCEDURE CHARGES

i EMERGENCY PROCEDURE CHARGE

I Following an Hmergency: the compliance of each Member with the instruetions of the
Oflice of the Imerconnection shall be evaluated by the Office of the Interconnection. 1f, based on such
evaltation, it is determined that ¢ Member faiked 0 comply with the instructions of the Ofiee of the
Interconnection to unplement PIM emergency precedures: that Member shall - demonstrate-that #
empioyed its best efforts o comply with such imstructions.  Inthe event a Member failed to-emplov-its
hest eforts to comply with the instructions of the (e of the Interconnection, that Member shall pay
(untess otherwise pail by the Member under the Reliability Assurunce Agreement-West) an emergency
procedure eharge as tollows:

{a) For each megawait of vollage reduction that was not mplemented as directed. despite
heing capable of implementation, the Member shall pay 305 times the daily deficiency rate per
mepnwalt sei Forth in Section A of Schedule 11 of the Reliability Assuranee Agreementi-West:

{h} For esch megawett of lead Hhat was not dropped as direeted. the Member shall pay 73
ties the daily dedivieney rate per mesawatl sel forth in Section A of Schedule 11 of the Reliability
Assurance Agreement-West: and

) For each megawatt of ALM (as debined in the Relinbibty Assurance Agreemeni-West)
that was not interrupted as directed and lor each avwgavwait of o Capacity Resource that was not made
available as direcled despie being capable of produciag energy ot the time, and that is deliverable to the
PIM West Region in the case of a Capaeity Resource located cudside of the PIM West Region. the Panty
shall pay 365 times the daily deficiency rate per megawall set Torth in Sectinn A of Schedule 11 of the
Relinhility Assurunce Agreement-West,

2. DISTRIBUTION OF EMERGENCY PROCEDURE CHARGES

21 Complying Parties.

ach Member that hus-wm[ﬂ&ed with the emerpency procedures-tmposed by tis Agreen
during an Emergenev—withowl incurming an-emergeney procedure churge: shall share in any eimergepey
procedure chorpes-paid by any other Member that-has failed to sutisfy said obligation during—such
limergency in an-equitable-manner to be determined-bw-the-RIM Board,

ce 22 AllParties.

{1 the-event all of the Members have-incurred emergency-procedure charges with-respect 10 an
Emergency—the-emergency procedure—churges—related to that-Emergency shall-be-distributed in an
equitable manner as directed-by-the-FIM Boerd.
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ISheet Nos, 198 — 205 Reserved for Future Usel
SCHEDULE 1]

PIM CAPACITY CREDIT MARKETS IN PIM REGION

i PHRPOSES AND OBMECTIVES

14 PJM Capacity Credit-Markets in PJM Region,

s Schedude sets-forth the procedures applicable 1o the operation of the PIM Capaciiy
Credit Markets in the PIM Region. The PIM Capacity & redit Markets will allow Market Participants
10 bur snd sell Capacity Credits-st-rearket clearing prices that are established by the PIM Capacuy
Credit Markets and mwde public by the Office of ihe intesconneetion.  The PIM Capeeity Credit
Markets shall be administered by the Office of Interconmection in accordance with the principles and
procedures spectied ia this Schedule:

1.2 {Reserved:}

1.3 Use of Capacity Credits,

Anr entity mayv wse Capacity Credits to meet all or port of its copaeity obligations imposed
under the Reliabitity Assimance Agreemrent: or Reliohility Assurance Agreement-West, or Reliability
Assuranee Agreement-South. - Such Capecity Credits may be used by themselves. or along with any
ether options for meeting capacity ebhigations impesed-under the Reliability Assurance Agreement,
Rehiability Assurance Agreeniest-West. or Reliability Assurance Agreement-South,

2. - DEFINFHONS }

Linless the context otherwise specities or requires, capitalived terms used in this Schedule
“shall have the respeclive meanings assigned herein or in the Agreement for-all purposes of this
Sehedule (such definitions e be equally upplicable to both the singular and the plural forms ol the
terms defined ).

2.3 Buy Bid.

“Buy Bid” shul mean a bid to buy Capucity Credits in a PIM Capacity Cradit Market.

oo Capacity Credit.
- “Captiety-ECredit” shall mesn-an-entitlement 1o a specified-rumber of megawatis of Unforeed
Cupacity from a Capecity-Resource fer-the-purpose of satisfving sapeciy obligations~mposed under
the Reliability Assurance Agreement: Reliability -Assuranee - Agreement-Wesl, or Reliability

Assurance Agreement-South—such entitlement Aot to Hrclude any—entitlement- ta-the-ouiput -of the
Capacity Resource. Solely forpurposes of the-PIM Instelled Capacity Credit- Markets, the-term

Capacity Credit-also—shall referto-eredits for-Instatled Capacity-during theinterim Period-for-the
ComEd 7Zone.
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+2A  CombEd Zoue,

“Comlid Zone™ shall have the meaning specilied i Sehedule 17 of the Reliability Assurance
AgreementWesi,

2.3 Cuapucity Resourees,

“Capacily Resources” shall hove the mcaning specitied in the Relighility  Assurance
Agreement. Rehability Assuranee Agreement-West, or Reliability Assurance Apgreement-South,

24 Heoliday.
= Hiohday” shal mean o lederal or state holiday  desipnnied by the Oflice of the

hercannection for recogrition i the conduet of PIM Daily Capaeity Credit Markets.

2.4A  Installed Capacity.

“Instadled Capacity”™ shall have the meaming specified in Schedule 17 of the Reliability
Assurance Agreemen-West,

248 Interim Periwd.

“haterimy Period” shall have the mesning speetlied in Schedule 17 of the Reliabihity
Assurance Agresment-Wesk

25 M Capuaeity (Credit Market.

“RIM-Capacity (redié Market” shal mean the PIM-Baily Capacitye Credit Market and #he
PIM Maonthiy Capacity Credit Market

Issucd By: Craig Glazer Effective: June |, 2007
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o

1.6 PIM Daily Capueity redit Murket.

“PIM Daily Capacity Credit Market” shatl mean a competitive market. administered by the
Ofice of the interconnection in-aecordance with the provisions of this Schedie, for the purchase and
sile o Capacity Credits for the business day (oHowing the day on which the market is conducied or
for ap iervening weekend day or {Hofiday:

2.6A  PIM Installed Capacity Credit Market.

"PIM Instatled Capaeity Credit Market” shall mean a competitive market: administered by
the Office of the Interconneetion in eccordance with the provisions-ef-this Schedule. for the purchase
and sale of credits for Insialled Capueity for the Interim Period, or any month thereof’. in the Combid
Zone,

2.7 PIM Monthly Capacity Credit Market.

TPIM Monthly Capacity Credit Marker” shall mean a competitive market. administered by

the (ilice of the Interconnection in accordance with the provisions ol this Schedule, for the purchase

and sabe of Capacity Credits for each arany of the twelve months-felowing the aumnth during which

the market is conducted.  Solely for purposes of the Combid Zone during-the Interim Period. PIM

Monthly Capucity Credit Markets also shall refer to sepurate monthly PIM Installed Capacity Credit

Markeis,
2.8 Sell Offer.
“Setl Offer shell mean an offer 10 selt Capaeity Credits-inaM Capaeity Credit Markel, ;
29 Unforced Capaeity. ’
“Lintoreed Capacity” shail have the —mvanihg--specthed- in-the. Reliability - Assurance

Apreement. Reliahility Assurance Agreement-West, and Reliahililly Assurance Agreement-South.
210 Up-To Bleck.

“Lip-To Block™ shall mean a Seli Ofier or Buy Bid {for a-guamtity of Capaeity € redits equal 1o

or tess than & specified quontity.
3 PARTICAPATION IN FHEPIM - CAPACHIY-CREDIT MARKET
34— Fligibility

A Member-shat-become-clipible-to-participate in any of the PJM Capacity Credit Markets by
becoming-a-Merket Buyer-or-a Market-Seller—or-both-as-may be-appropriate—in-aceordance with the
provisions of Scheduled-oithe Agreement. In order to participate in any of the PJM Capacity Credd
Marke&s—a—mrkﬂ—ﬂu-yef alse either must be (a)-an-entity—that-is—or will- became -a-boed-Serving
Entity in the PIM Region-end-a-puriy 1o the Reliability Assurance Agreement, Reliability Assurance
Agreement-West, MMWWWWWW&—«WMMI
obhligation to-sel-capacity- (mcludmg sales for resale) which will be used in the PIM Region: A
Muarket-SeHer—may participate in ary PIM-Capaciy-Grodit-Marketonly—o—the-extent—thet it -has
Capacity Credits available 1o sell-in excess-ofHs-capasity-obligationimposed-under the Reliability
Assurance AgreementReliabitity-Assurance-Agreement- West -or -Reliability - Assuranee-Agreement-
South und other-contractual obligations te sell cepacitvtineluding-salesforresaler—asdetermined i

accordonce with Section 6.1.3.

Issucd By: Craig Glazer Effective: June 1, 2007
Vice President, Federal Government Policy
Issued On: September 29, 2006 -



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

PJM Interconnection. 1.L.C. Third Revised Sheet No. 199A
Third Revised Rate Schedule FERC No. 24 Superseding First Revised Sheet No. 199A

3.2 Fffect of Withdrawal,

Withdrawui from the Agreement shall not relieve a Market Participant of upy obligation 1o
furnish of pay for Capacity Credits incurred  in vannection with participation in a PIM Capacity
Credit Market prior 10 sueh withdrawal. to pay its share of any fees and charges incurred of ussessed
by the OlTice of the Interconnection prior o the date of such withdrawal, or to fulfill any obligation
o provide indemnification for the eonsequences of acts. EANSSIONS or eveMs oceurring prierto such
withdrawal: and provided. fusther. thal withdrawal from this
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Agreemem shal) not relieve any Market Perticipant of any obligations it may have under.
constituie withdrawe) lromz any Reluted PIM Agreement.

4. RESPONSIBILITIES OF THE OFFICE OF THE INTERCONNECTION
4.t Operation of the PdM Capacity Credit Market.

The Office of the Interconnection shall operate -the PIM Capacity Eredd Markets in
accordance with the provisions: of this Schedule and upplicable provisions of the Agreement, the
Reliability Assurance Agreement. and the Reliabilily Assurance Agreement-West, Operation of the
PIM Capacity Credit Markets-shall include, but not be limited to-provision of the following services:

¥ Pretermining the qualification of eatities 10 becoire Marhel Participas:
H} Administering the PIM Caparity Eredit Markels:

i Aceoumting for PIM Capacity Ciedn Market transactions. including but pot limited 1o
rendering bills 1o, receiving pavments from. and dishursing payments o, participants
i the PIM Capacity-Credit Markets:

iv) Muinteiming such records of Sell OTers and Buy Bids, clearing price determinations,
and other aspects of PIM Copaeity Credit Market transactions, as may be appeoprigte
tw the administeation of the P4M Capacity Credit Markets: and

¥) MonHoring compliance of participants i the PIM Capachy Credit Markets with the
previsions of this Sehedule and the Aereemem.

+.2 Records and Reports, }

Vhe Oftice ofhe Interconnection shall prepare and maintain such vecords as ure required tor
the adminisiration of the PIM Capacity Credit Markets.  For each day of operation of the PIM
Capacity Credit Murkets; the Offiee of the Interconnection shell pubhish. as specified below: (i) the
price. il Jetermined. at which the PIM Capacity Credit Market cleared: (i) the total volume of
Capaeity Credits purchased: and {4} sach other PIM Capaeity Credit - Markes dila as may he
appropriate 0 the eflicien and competitive operation of the PIM Capacityv-Credit Markets, consistent
with preservation ol the confidentiality of commercinlly sensitive -or proprietary  information.
Publication of the-forepgoing information shall be by posting on the PIM web site- Sueh information
sholl remuin aveilable-on the PIM- web site for twelve months from the date of pesting. The Otfice
of - the inerconnection shatbmd disclose commercially sensitive oepropeicfary—information i eny
report of web site posting,

5. - GENERAL PROVISIONS
81— Market-Sellers:

- Only Market Selers-shaii be eligible to-submit Sell-Offers. Market Sellers shall comply with
the—terms -and—conditions—of all-Sell-Oifers: as-established-by the-Office -ofthetnterconnection—n
accordance with this-Schedule-and the-Agreement:

52 —Mavket Buyers:
- —Only-Marker Burers-shall-be eligibleto submit Buy Bids. MarkeiBuyers shall comply with
the terms and condiions of all Buy Bids.-as established byv—the-Office of-the Intercompection n
aecordance with this-Schedute and the Agreement.
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S3  Agents,

A Market Participant may partieipaie in the PIM Capaeity Credit Markels iheough an agent.
provided that the Market Partivipant informs the Oftice of the Interconneetion in advance in writing
of the appointment of such sgent, A Market Participant participating in the PIM Capacity Credit
Markets throagh an avent shall be bound by all of the acts or representations of such agent with
respect i transactions in the PIM Capacity Credit Markets. and sholl ensure that any such agent
eomplies with the requirements of this Schedule and the Agreement,

5.4 . Genernl Obligations of Market Participants.

Each Market Participamt shall comply with all laws and regulaiions applicable o the
operation of the PIM Capacity Credil Markets and the use of Capaedty Credits, and shadl comply with
all applicable provisions ofthis Schedule: the Agreement, and-the Reliability Assurance Agreement.
the Reliability Assurance Agreement-West, mnd ull procedures snd requirements 1or the aperation of
the PIM Capacity Credit -Markets and the. PIM Region established by the Odfice of the
Interconnection in nceordance with the toregoing.

S.5 Relationship of Capucity Credits to Capecity Obligations tmposed under the
Relinbility Assuruance Agreement, Relinbility Assuranece Agreement-West, or
Reliability Assurance Agreement-Nouth.

A megawatt of (Capacity Eredit shall satisly & megawail of capaeity obligation imposed under
the Reliability Assuranve Apreement or Reliability Assurance Agreement-West, Capacity Credits
purchased from a PIM Capecity Credit Market shall not be adjusted for foreed outages or other
regsons.  Because Capacity Credits are based on Capaeity Resources, ao further capability or
deliverabiliy demonstrations beyord those for the related Capacily Resource shall be reguired.

5.6 Deficiency Charges.

i the Office of the Interconnection deteemines that ihe firse Market Seler in e PIM Capacity
Credit Muarket of 2 Capacity Credit did not have sulficient Unforeed Capacity (or Installed Capacity.
in the case of the Comlbid Zone during the aterim Perind) 1o support the Capacity Credit transaction
gt the time for which the Capacity Credin was applicable; any such deficiency shall be satisfied
through-payment of defictency charges by such first Market Seller ealeulated s specified i the
Reliabibity Assumnve Agreement, Reliability Assarance Agreement-West: and Reliability Assurowe
Agreement-Sokh.  Any amousts collected from such deficiency charges- shall be disiributed in
accordance with the Reliability Assurance -Agreement. Reliability Assurence-Agreement-Wrest. and
Reliability Assuranee -Agreement-South.

8.7 -—¥inaneial Tronsmission Righis:
- --Acguisition ef-a—Capacity Credi-shall not entitte—the-holder to a Fineneial Transmission

Right.

58  Confidentiality.
—- - ThefoHowing information-submitted-te-the Office ef-the-Interconneetion-in-conneciion with
any PIM Capacity-Credit-Market shall-be-deemed-confidential-information for purpeses of Section
18:4F-ofthe Agreement— (i) theterms and eonditions of all Sell-Offerss-and-Buy Bids: and (i) +he
terns-and conditivns-of any-bilaieral trensactions-forcapacity erCapacity Credits.
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6. OPERATION OF THE PUM CAPAC I'I:Y CREMMT MARKETS
6.1 Content of Sell Offers.
6.1.1  Specifications.

Sel Ofters shal speeify;

%) The quantity of Capacity Credits offered. in inerements-of 0.1 megawalt:

it} The minunum price, i dollars and cents per mepawatt -per day. that will be
aecepted by the seller:

i) Feor a PIM Daily Capacity Credit Markel copducted on a Friday of the day
hefore @ Holiday, the dates on which the offered Capacity Credits may be
used: and

iv) For # 38 Monthdy Copacity Credit Market. the month or menths for which
the oftered Capacity Credis may be used.

6.1.2 Market-based Offers.

A Markel Seller that is awthorized by FERC to seli electric generating capacity a(
market-hased prices. or that 15 net required 1o have such autborization: may submil Sell Offers o
PIn Capacity Credit Murkets thit specty markei-based prices.

6.1.3 Availability of Cupacity Credits for Sule,

) Yhe Office of the Imercopnection shall deiermine the maximupny megawatis of ,
Capacity Credis esch Muarhet Seller mav-ofler i -a PMM Capacity Credit }
Murket, through verifieation of the availebility of megawatts of eapacity
from:  (2) Capucity Resources owned by or under contract o the Market
SeHer: thy fights ohtained in bilateral trarsactionss {¢) the resulis of prior PIM
Capacity Credil Mackets: and (d) such other- informaton as mey be available
to the Office of the Intercannection. The Ofice of the Interconnection may
reject Sell Ofters or portions of Sell Offers for Capacity Crediss determined
by i el to be available for sule.

th) The OHice of the Interconnection siwll determine the maximum amount of
Capacity Credils available for-sale in-a PIM-Capacity Credit Market os of the
beginning of the period during which-Buy Bids and Sell Offers are accepted
for-each market, Fo-enable the Office-of the taterconpection o muke this
delermination: no bilateral transactions- for eapacity oF Capaeity Credits
applicableto the porind covered by-a-PIM Copucity Credit Market will be
provessed-from the-beginning-of the period forsubmission of Sell Offers and
Buy-Bids forthat -merkel unti-completion of the-clearing-determination for
that market. - Processing-of such-bilateral transactions will recommence once
all sales forthal-marketure deemed-final-us-speeified beltow-
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iH) In order lor a bitateral transaction for the purchase and sale of a Capacity
Credit 4o be processed by the Oftice of the Interconnection. hoth parties ta the
transaetion must oty the Office of the Interconpection of the transker
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of the Capacity Credit from the seller to the buver in accordance with
procedures established by the Offiee of the ntereonnection,

6.2 Content of Buy Bids.
Buy Bids shall specify;
H The yuaniity of Capeetty Credits desired. in increments of 0.1 megawate:

i) The meximum price; in dollars ond cents per megawatt per day. that will be paid by
the buyer:

iy - For a PIM Daily Capacity Credit: Murket conducied on a Friday or the day before a
Heliday. the dates for which Capacity Credits are desired:and

v} For a PIM Monthly Capacity Credit Market. the month of months Tor which Capacity
Credits are desired.

6.3 Submission of Sell Offers und Buv Bids,
The submission of ®edl Offers and Buy Bids shall be subiect to the following requirements:

i) A Sell Ofler or Buy 8id that fails o specity price or guantitv, or the dule ar months
for which Capacity (redits are 10 be used il applicable, shall be rejecied by the Ofliee
of the hercopmection.

Hy Al Nell Offers and Buy Bids are for an Lip-To Block,

i) Al Sell Offers and Buy Bids for 8 PIM Daily Capacily Masket must be received by
the Office of the lnterconnection during a specitied period: as determined by the
Office of thw Interconnection. A Sell - Oller or Buy- Bid may be withdrawn by o
notification of withdrawel received by the Offiee of the Interconnection at any time
during (he foregoing period, but may st be withdrawn after thet pericd.

iv) Sel Offers or Buy Bids Tor a PIM Daily Capacity Credit Market conducted on a
Monday. Tuesday. Wednesday. or Thursday that is net the day betore u Holiday shall
be tor capacily credits applicable 10 the following day.

¥} Sell Offers or Buy Bids For a PIM Datly Capacity-Eredit Market conducted on a
Friday orthe-day before-a-tioliday shall designate-the-date, to and including the rext
business-day, to-which the Cepecity Crediis-are applicable. A separote PIM Daily
Copacity Credit-Market shall-be conducted-on such-Eriday or day-before a Holiday
tor Cepoeity (redits—upplicable to-caeh following day. to—and tnchuding the nest
business day:

¥ Sel-Offers andBuy Bids-for 8 PIM Monthly Capeeity (redit Market must be
received-by-the (ffice-of the interconnection during a-speeified-perind -us-determined
by the Office of-the Interconneetion for-the-senduct of-a-FIM Menthly Capacity
Credit Markel. A-Sell-Offer-or—Buy-Bid may—be-withdrawa-by a-notification of
withdrawebreceived-by- the Office—of-the lnterconnection—at—any time—during the
loregoing-perindbut-may-not-be withdrawn-afler that period.
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vii)  Sell Otfers and Buy Bids shall be submitted or withdrawn via the Jntemet site
designated by the Office of the Intereonnection: provided. however, that if that
Internet site cammi be accessed at any timwe duning the period specilied in the
foregaing paragraph, o Sel Offer or Buy Bid may be submitied o withdrawn by a
facsimile transmitted o the nuimber specified by the Oftice ol the Interconnection.

64 Conduet of PIM Capucity Credit Murkets,
6.4.1  PIM Duily Capaeity Credit Murkets.

Fach business day, lellowing the submission of - Sell Offers and Buy Bids in
pceordanee with the specilied dealline for PIM Daily Capacity Credit Markets, a PIM Daily
Capacity Uredit Marketts)
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will be conducted. A PIM Daily Capacity Credit Market will elear Sell Olfers and Buy Bids for
Capaeity Credits fur use the nest business day. and oo Fridevs or the dav before a Holiday. a separale
Daily Capacity Credit Marketts) for each intervening weekemd diy or Heliday shall clear Sell Offers
and Buy Bids for-Capaeity Credits for sueh-dass..

6.4.2  PIM Monthly Capacity Credit Markets,

Following she submission of Sell Offers and Buy Bids in accordance with the
specified deadline for PIM Monthly Capacity Credit Markets:-a-PIM Monthly Capacity Credit
Market with-be conducted. Each sueh F3M Monthly Capaeity Credit Market will clear Sell Oflers
and Buy Rids for Capacity Credits for use in euch of the following twelve monihs.

_ 6.5 Muorket Clearing Procedures.
it For purpeses of the rank ordering amd markei clearing procedures deseribed below,
the Otlice of the lnterconnection will: (a} evaluare all Sell Offers for an Up-To Block
al the same price us one Sell Olfer for an Up-te Block. with the quantity equal to the
total quantity of the equallv-priced Sell Offers: and (b) evaluate all Buy Bids tor an

Lip-To Block at the same price as one Buy Bid for an Up-to Block. with the guantity

equul 1o the total quaniity of the equally -prieed Buy Bids.

tH} The Office of the Iaterconnection will rank order all Sell Ofters and Buy Bids by
price. Sell Offers will be ranked by lowest price 4irst ond then ranked in ascending
price order.  Buy-Bids will be ranked bx phest price first and then ranked in
descending price order. 1a the event thit o Marke( Rarticipant eters one of mewe Huy
Rids with a price higher thun the lowest ofler price of thal Market Participant’s Sell
Offers, then ull of the Market Panicipant’s Buy 8ids priced hizher than its lowest
priced Sell Offer shaH be rejected.

i Fhe Oflice of the tnterconnection will determine thelargest quantity of Sell Offers
and Buy Bids for which the price of the marginal Sell Offer is equal o or less than
-the price of the margingl Buy Bid. The market will clear ol price speeified in the
mareinal Sell {{¥er.

v} H o marginal Sell (M¥er or Buv Bid is & combination of Sel Ofters or Buy Bids
deemed 1 he o single Sell Cifer or Buy Bid for wy Lp-To Bloek as specified above,
the gquuiity purchased-orseld will be allecated-among the comhined Sel-Ofters of
Buy Bids in proportion-to-the quantities offered—in each of the combined-Sell Offers
or-Buy Bids.

v——tFali Sell %ﬁw the rank orderare-at-prices higherthen-the-highest price
of any Buy Bid remaining. in the rank order--the market will be eleared with no
trensactions: and & market-clearing price will not be-determined.

66— Settlement Procedures:

Upen determination-of the market-clearing-price as specified-ubove: (a) al-Sel-Oflers a1 a
price equal to-or-lessthan the market-elearingprice and net-removed-from the ronlcordering-and for
whieh-theres suflicient Buy-Bid-demand at-er-ubove-the market-elearing-price- will be deemed sold
gt the market elearingprice. and-al-Buy-Bids-at e price vqual-to-ergreater than the market-clearing
price and-Aotremoved from the rank-erdering and-forwhich there is suifielent-Sell Offer supply at or
below the market clearing price will be deemed satisfied at the market elearing price, with anv tip-Fe
Blocks split and pro-rated as may be appropriate; and (bithe
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accounts of Marhet Selers and Market Buyers will he credited 1 debited sccordingly.  The
forepoing determinations shall be made, end all sales and purchases shall be deemed final as of
specified times. as designated hy the Office of the Interconnection, on the day on which each PIM
Capacity Market is conducted,

6.7 Billing:

The Office of the Interconnection shall prepare a hilling statement for each Market
Participas in aecordunce with the charpes and creditsspeeified in this Schedule, and showing the net
anunmH 1o be paid of received by each Market Purtieipant: Bifling statements for PIM Daily
Capaciy Morkets shaH be rendered foHowing the end efeich month for Capaeity Credits bougin and
suld in the month jusi ended. Billing statements for PIM Monthly Capacity Credit Markets shall be
rendered following the end of the month for which the Capacity Credit apphies. Billing statements
shall provide sullicient detail. us specified in the PIM Manuals: to allow verification ol the billing
amounts and completion of the Marhet Participant™s interpal sccounting.  Pavment of siatements
shall be mude in accordance with the Agreement:

6.8 Tinme Stondard,

~ All deadlines lor the submission or withdrawal of el Gitess o Buy Bids, or for other
purposes speeified in this Schedule, shall be determined by the 1ime observed in the Lastern time
o0,
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PROPOSED LETTER ORDER

FEDERAL ENERGY REGULATOGRY COMMISSION
WASHINGTON, D.C, 20426

In Reply Refer To:
Docket Nos. ER05-1410-000 and -001
and EL05-148-000 and -001

Barry S. Spector

Paul M. Flynn

Wright & Talisman, P.C.
1200 G Street, N.W.
Suite 600

Washington, .C. 20005

Dear Mr, Spector and Mr. Filynn:

I8 On September 29, 2006, on behall of the Sctling Parties in Docket Nos. $R0S-
1410-000 and -001, and EL05-148-000 and -001, you filcd a settlcment agreement, which
included rcvisions to the PIM Open Access Transmission Tariff (“PIM Tariff”),
Operating Agrecment. and Reliability Assurance Agrecment ("RAA™). which resolves all
of the issues in such dockets. Comments in this proceeding were filed by on
October 19, 2006. Reply comments were filed by __on November 20, 2006.

2, The scttlement agreement is in the public interest and is hereby accepted. The
Commission’s acceptance of the settlement agreement docs not constitute approval of. or
precedent regarding, any principle or issue in this proceeding. The Commission retains
the right to investigate the rates, terms and conditions under the just and reasonable and
not unduly discriminatory or preferential standard of Section 206 of the Federal Power
Act, 16 1).5.C. § 824c.

3 The rate schedule designations are in compliance with Designation of Electric
ale Schedule Sheets, Order No, 614 (FERC Statutes and Regulations, Regulations
Preambles July ]996-Dccember 2000 9 31,096 (2000)) and are accepted for fi lmg as
designated and made cffective on June 1, 2007. The Commission grants waiver of
section 35.3(a) of its regulations to permit such cffective date.
By direction of the Commission.
Secretary

Enclosure

ce: To All Parties
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CERTIFICATE OF SERVICE
[ herchy certify that pursuant to Rules 602(d) and 2010 (18 C.F.R. §§ 383.602(d)
& 20140). [ have served, either by paper or clectronic service, the foregaing docaments on
all the partics listed on the official service list compiled by the Secrctary in this

proceeding. all PIM members. and all state commissions in the £JM Region.

Dated at Washington, D.C.. this 26™ day of September 2006.

Paul M. ﬁ;nn

ER05-1410-000



