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3.7 Inadvertent Interchange. 

Inadvertent Interchange will be reconciled each hour by a charge allocation (positive or negative) 
applied to Network Service Users in proportion to their deliveries to load in the PJM Region, 
which shall be the product ofthe positive or negative Inadvertent Interchange amount ftmes the 
PJM load weighted average Locational Marginal Price for that hour. 
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4. [Reserved For Future Use] 
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5. CALCULATION OF CHARGES AND CREDITS FOR TRANSMISSION 
CONGESTION AND LOSSES 
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5.1 Transmission Congestion Charge Calculation. 

5.1.1 Calculation by Office ofthe Interconnection. 

When the transmission system is operating under constrained conditions, or as necessary to 
provide third-party transmission provider losses , the Office ofthe Intercormection shall calculate 
Transmission Congestion Charges for each Network Service User, Market Participants in the 
PJM Interchange Energy Market, and each Transmission Customer. 

5.1.2 GeneraL 

The Office ofthe Interconnection shall calculate Congestion Prices in the form of Day-ahead 
Congestion Prices and Real-time Congestion Prices for the PJM Region, in accordance with 
Section 2 of this Schedule. 

5.1.3 Network Service User Calculation. 

(a) Each Network Service User shall be charged for the increased cost of energy incuned by 
it during each constrained hour to deliver the output of its firm Generation Capacity Resources or 
other owned or contracted for resources, its firm bilateral purchases, and Its non-firm bilateral 
purchases as to which it has elected to pay Transmission Congestion Charges. 

(b) Market Buyers shall be charged for transmission congesfion resulting from all load (net 
of Behind The Meter Generation expected to be operating, but not to be less than zero) scheduled 
to be served from the PJM Interchange Energy Market in the Day-ahead Energy Market at the 
Day-ahead Congestion Prices applicable to each relevant load bus. 

(c) Generating Market Buyers shall be reimbursed for transmission congestion resulting from 
all energy scheduled to be delivered to the PJM Interchange Energy Market in the Day-ahead 
Energy Market at the Day-ahead Congestion Prices applicable to each relevant generation bus. 

(d) Market Sellers shall be reimbursed for transmission congestion resulting from all energy 
scheduled to be delivered in the Day-ahead Energy Market at the Day-ahead Congestion Prices 
applicable to each relevant generation bus. 

(e) (i) The hourly net amount of energy delivered at each generation bus is determined by 
revenue meter data if available, or by the State Estimator, if revenue meter data is not available. 
The total load actually served at each load bus is initially determined by the State Estimator. For 
each Electric Distributor that reports hourly net energy flows from metered Tie Lines and for 
which all generators within the Electric Distributor's tenitory report revenue quality, hourly net 
energy delivered, the total revenue meter load within the Electric Distributor's tenitory is 
calculated as the sum of all net Import energy flows reported by their tie revenue meters and all 
net generation reported via generator revenue meters. The amount of load at each of such 
Electric Distributor's load buses calculated by the State Estimator is then adjusted, in proportion 
to its share ofthe total load of that Electric Distributor, in order that the total amount of load 
across all ofthe Electric Distributor's load buses matches its total revenue meter calculated load. 
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(ii) To determine the amount of load served by each LSE in an Electric Distributor's 
tenitory, PJMSettlement utilizes the information submitted into PJM's intemal energy 
scheduling tool by LSEs and Electric Distributors for their respective load settlements ("load 
contract"), including the names ofthe LSE responsible for serving the load and the Electric 
Distributor in whose territory the load is located, the number of megawatts of load assigned to 
the LSE for each hour, the Energy Settlement Area at which load is to be priced, and the start 
and end dates for the load contract. During the settlements process, load assigned to an LSE at a 
specified Energy Settiement Area is further assigned to individual load buses included in the 
Energy Settlement Area, based on the definition for the Energy Settlement Area as defined in 
Section 31.7 ofthe PJM Tariff, which specifies the percentage ofthe Energy Settlement Area 
that each bus represents, to identify the LSE's hourly megawatts of load at each bus. All 
megawatts of load assigned to LSEs in an Electric Distributor's territory as described herein are 
subtracted from the total megawatts of load for which the Electric Distributor is responsible as 
detennined in subsection (e)(i) above. 

(iii) Electric Distributors that hold Provider of Last Resort ("POLR") auctions or similar 
load auctions may direct PJM to automatically assign megawatt hours for which the Electric 
Distributor is responsible, as detennined in subsection (e)(ii) above, to the LSEs whose bids were 
accepted in the aucfion ("POLR Suppliers") based on the tranches the POLR Suppliers won in 
the auction, as a billing service, based on their contracts associated with the POLR load 
programs. In such case, the POLR Supplier's share of load shall be determined by multiplying 
the megawatt hours at each bus that were not specifically assigned under load contracts by the 
percentage of load won by the POLR Supplier in proportion to its share ofthe total POLR load 
ofthe Electric Distributor. This billing service may also apply to Electric Distributors and LSEs 
that mutually agree upon a transfer of load from the EDC to the LSE based upon a specified 
percentage ofthe megawatt hours at each bus that were not specifically assigned under load 
contracts. 

(f) At the end of each hour during an Operating Day, the Office ofthe Interconnection shall 
calculate the Transmission Congestion Charges at each Market Buyer's load bus to be charged 
for congesfion at Real-time Congestion Prices determined by the product ofthe hourly Real-time 
Congestion Price at the relevant bus times the Market Buyer's megawatts of load (net of 
operating Behind The Meter Generation, but not to be less than zero) at the bus in that hour in 
excess ofthe load (net of Behind The Meter Generation expected to be operating, but not to be 
less than zero) scheduled to be served at that bus in the hour in the Day-ahead Energy Market. 
To the extent that the load (net of operating Behmd The Meter Generation, but not to be less than 
zero) actually served at a load bus is less than the load (net of Behind The Meter Generation 
expected to be operating, but not to be less than zero) scheduled to be served at that bus in the 
Day-ahead Energy Market, the Market Buyer shall be paid for the difference at the Real-time 
Congestion Price for the load bus at the time ofthe shortfall. The megawatts of load at each load 
bus shall be the sum ofthe megawatts of load (net of operating Behind The Meter Generation, 
but not less than zero) for that bus of that Market Buyer plus any megawatts of that Market 
Buyer's bilateral sales attributable to that bus. The total load charge for each Market Buyer shall 
be the sum, for each ofa Market Buyer's load buses, ofthe charges at Day-ahead Congestion 
Prices determined in accordance with the Day-ahead Energy Market as specified in Section 
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1.10.1a plus the charges at Real-time Congestion Prices determined as specified herein, net of 
any payments specified herein for each ofthe Market Buyer's load buses. 

(g) At the end of each hour during an Operating Day, the Office ofthe Intercormection shall 
calculate the transmission congestion payments at each Generating Market Buyer's generation 
bus to be paid at Real-time Congestion Prices, detemiined by the product ofthe hourly Real-time 
Congestion Price at the relevant bus times the Generating Market Buyer's megawatts of 
generation at such generation bus in the hour in excess ofthe energy scheduled to be injected at 
that bus in that hour in the Day-ahead Energy Market. To the extent that the energy actually 
injected at the generation bus is less than the energy scheduled to be injected at that bus in the 
Day-ahead Energy Market, the Generating Market Buyer shall be debited for the difference at 
the Real-time Congestion Price for the generation bus at the time ofthe shortfall. The megawatts 
of generation at each generation bus shall be the sum ofthe megawatts of generation for that bus 
of that Generating Market Buyer plus any megawatts of bilateral purchases of that Generating 
Market Buyer attributable to that bus. The total generation revenue for each Generating Market 
Buyer shall be the sum, for each ofthe Generating Market Buyer's generation buses, ofthe 
revenues at Day-ahead Congestion Prices determined in accordance with the Day-ahead Energy 
Market as specified in Section 1.10.1 A plus the revenues at Real-time Congestion Prices 
detennined as specified herein, net of any debits specified herein for each ofthe Market Buyer's 
generation buses. 

(h) A Market Seller shall be paid for transmission congestion that resuhs from the Real-time 
sales of energy to the extent of its hourly net deliveries to the PJM Region of energy in excess of 
amounts scheduled in the Day-ahead Energy Market from the Market Seller's resources. For 
pool Extemal Resources, the Office ofthe Interconnection shall model, based on an appropriate 
flow analysis, the hourly amounts delivered from each such resource to the conesponding 
Interface Pricing Point between adjacent Control Areas and the PJM Region. The total real-time 
generation revenues for each Market Seller shall be the sum of its credits determined by the 
product of (i) the hourly net amount of energy delivered to the PJM Region at the applicable 
generation or interface bus in excess ofthe amount scheduled to be delivered in that hour at that 
bus in the Day-ahead Energy Market from each ofthe Market Seller's resources, times (ii) the 
hourly Real-time Congestion Price at that bus. To the extent that the energy actually injected at a 
generation or interface bus in any hour is less than the energy scheduled to be injected at that bus 
in the Day-ahead Energy Market, the Market Seller shall be debited for the difference at the 
Real-time Congestion Price for the applicable bus at the time ofthe shortfall times the amount of 
the shortfall. The total generation revenue for each Market Seller shall be the sum, for each of 
the Market Seller's generation buses or Interface Pricing Points, ofthe revenues at Day-ahead 
Congestion Prices determined in accordance with the Day-ahead Energy Market as specified in 
Section 1.10.1A plus the revenues at Real-time Congestion Prices determined as specified 
herein, net of any debits specified herein for each ofthe Market Seller's generation or interface 
buses. 

5.1.4 Transmission Customer Calculation. 

Each Transmission Customer using Firm Point-to-Point Transmission Service (as defined in the 
PJM TarifO, each Network Customer, and each Transmission Customer using Non-Firm 
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Point-to-Point Transmission Service (as defined in the PJM Tariff) that has elected to pay 
Transmission Congestion Charges, shall be charged forthe increased cost of energy during 
constrained hours for the delivery of energy using such Transmission Service. Except as 
specified in this subsection, a Transmission Congestion Charge shall be assessed for 
transmission use scheduled in the Day-ahead Energy Market, calculated as the amount to be 
delivered multiplied by the difference between the Day-ahead Congestion Price at the delivery 
point or the delivery Interface Pricing Point at the boundary ofthe PJM Region and the Day-
ahead Congestion Price at the source point or the source Interface Pricing Point at the boundary 
ofthe PJM Region. Transmission Congestion Charges shall be assessed for real-time 
transmission use in excess ofthe amounts scheduled for each hour in the Day-ahead Energy 
Market, calculated as the excess amount multiplied by the difference between the Real-time 
Congestion Price at the delivery point or the delivery Interface Pricing Point at the boundary of 
the PJM Region, and the Real-time Congestion Price at the source point or the source Interface 
Pricing Point at the boundary ofthe PJM Region. A Transmission Customer shall be paid for 
Transmission Congestion Charges for real-time transmission use falling below the amounts 
scheduled for each hour in the Day-ahead Energy Market, calculated as the shortfall amount 
multipUed by the difference between the Real-time Congestion Price at the delivery point or the 
delivery Interface Pricing Point at the boundary ofthe PJM Region, and the Real-time 
Congestion Price at the source point or the source Interface Pricing Point at the boundary ofthe 
PJM Region. 

5.1.4A Transaction Calculation 

Each Market Participant entering into transactions in the PJM Interchange Energy Markets shall 
be charged for the increased cost of energy during constrained hours for the delivery of energy 
on the scheduled path. Except as specified in this subsection, a Transmission Congestion Charge 
shall be assessed for cleared MWh in the Day-ahead Energy Market, calculated as the amount to 
be delivered multiplied by the difference between the Day-ahead Congestion Price at the sink 
point and the Day-ahead Congestion Price at the source point. Transmission Congestion Charges 
shall be assessed for real-time cleared MWh in excess ofthe amounts scheduled for each hour in 
the Day-ahead Energy Market, calculated as the excess amount multiplied by the difference 
between the Real-time Congestion Price at the sink point and the Real-time Congestion Price at 
the source point. Such Market Participant shall be paid for Transmission Congestion Charges for 
real-time cleared MWh falling below the amounts scheduled for each hour in the Day-ahead 
Energy Market, calculated as the shortfaU amount multipUed by the difference between the Real
time Congestion Price at the sink point and the Real-time Congestion Price at the source point. 

5.1.5 Operating Margin Customer Calculation. 

Each Control Area purchasing Operating Margin shall be assessed Transmission Congestion 
Charges for any increase in the cost of energy resulting from the provision of Operating Margin. 
The Transmission Congestion Charge shall be the amount of Operating Margin purchased in an 
hour multiplied by the difference in the Locational Marginal Price at what would be the delivery 
Interface Pricing Point and the Locational Marginal Price at what would be the source Interface 
Pricing Point, if the operating contingency that was the basis for the purchase of Operating 
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Margin had occuned in that hour. Operating Margin may be allocated among multiple source 
and delivery Interface Pricing Points in accordance with an applicable load flow study. 

5.1.6 Transmission Loading Relief Customer Calculation. 

(a) Each Transmission Loading Relief Customer shall be assessed Transmission Congestion 
Charges for any increase in the cost of energy in the PJM Region resulting from its energy 
schedules over contract paths outside the PJM Region during Transmission Loading Relief. 

(b) The Transmission Congestion Charge shall be the total amount of energy specified in 
such energy schedules multipUed by the difference between a Locational Marginal Price 
calculated by the Office ofthe Intercormection for the energy schedule source location specified 
in the NERC Interchange Distribution Calculator and a Locational Marginal Price calculated by 
the Office ofthe Interconnection for the energy schedule sink location specified in the NERC 
Interchange Distribution Calculator. Transmission Congestion Charges that are less than zero 
shall be set equal to zero for Transmission Loading Relief Customers. 

(c) The Office ofthe Interconnection will determine the Locational Marginal Prices at the 
energy schedule source and sink locations extemal to PJM with reference to and based solely on 
the prices of energy in the PJM Region and at the Interface Pricing Points between adjacent 
Control Areas and the PJM Region and the system conditions and actual power flow 
distributions as described by the PJM State Estimator program. The Office ofthe 
Intercormection will detenrune the Locational Marginal Prices at the extemal energy schedule 
source and sink locations and the resulting Congestion Charge based on the portion ofthe energy 
schedule that flows through the PJM Region as reflected by the flow distributions from the PJM 
State Estimator program. 

5.1.7 Total Transmission Congestion Charges. 

The total Transmission Congestion Charges collected by PJMSettlement each hour will be the 
aggregate net amounts determined as specified in the PJM Manuals. PJMSettlement shall collect 
Transmission Congestion Charges for each hour the transmission system operates under 
constrained conditions. 
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5.2 Transmission Congestion Credit Calculation. 

5.2.1 Eligibiiity. 

(a) Except as provided in Section 5.2.1 (b), each FTR Holder shall receive as a Transmission 
Congestion Credit a proportional share ofthe total Transmission Congestion Charges collected 
for each constrained hour. 

(b) If an Effective FTR Holder between specified delivery and receipt buses acquired the 
Financial Transmission Right in a Financial Transmission Rights auction (the procedures for 
which are set forth in Part 7 of this Schedule 1) and (i) had an Increment Offer and/or Decrement 
Bid that was accepted by the Office ofthe Interconnection for an appUcable hour in the Day-
ahead Energy Market for delivery or receipt at or near delivery or receipt buses of the Financial 
Transmission Right or had an Up-to Congestion Transaction that was accepted by the Office of 
the Interconnection for an applicable hour in the Day-ahead Energy Market for a path at or near 
the path of the Financial Transmission Right; and (ii) the result of the acceptance of such 
Increment Offer, Decrement Bid or Up-to Congestion Transaction is that the difference in 
Locational Marginal Prices in the Day-ahead Energy Market between such delivery and receipt 
buses is greater than the difference in Locational Marginal Prices between such delivery and 
receipt buses in the Real-time Energy Market, then the Market Participant shall not receive any 
Transmission Congestion Credit, associated with such Financial Transmission Right in such 
hour, in excess of one divided by the nuraber of hours in the appUcable month multiplied by the 
amount that the Market Participant paid for the Financial Transmission Right in the Financial 
Transmission Rights auction. 

(c) For purposes of Section 5.2.1(b) a bus shall be considered at or near the Financial 
Transmission Right delivery or receipt bus if seventy-five percent or more ofthe energy injected 
or withdrawn at that bus and which is withdrawn or injected at any other bus is reflected in the 
constrained path between the subject Financial Transmission Right delivery and receipt buses 
that were acquired in the Financial Transmission Rights auction. 

(d) The Market Monitoring Unit shall calculate Transmission Congestion Credits pursuant to 
this section and section VI of Attachment M - Appendix. Nothing in this section shall preclude 
the Market Monitoring Unit from action to recover inappropriate benefits from the subject 
activity if the amount forfeited is less than the benefit derived by the Effective FTR Holder. If 
the Office ofthe Interconnection agrees with such calculation, then it shall impose the forfeiture 
ofthe Transmission Congestion Credit accordingly. If the Office ofthe Intercormection does not 
agree with the calculation, then it shall impose a forfeiture of Transmission Congestion Credit 
consistent with its determination. If the Market Monitoring Unit disagrees with the Office ofthe 
Interconnection's determination, it raay exercise hs powers to inform the Conunission staff of its 
concems and may request an adjustment. This provision is duplicated in section VI of 
Attachment M - Appendix. An Effective FTR Holder objecting to the application of this mle 
shall have recourse to the Commission for review ofthe application ofthe FTR forfeiture mle to 
its trading activity. 

5.2.2 Financial Transmission Rights. 
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(a) Transmission Congestion Credits will be calculated based upon the Financial 
Transmission Rights held at the time ofthe constrained hour. Except as provided in subsection 
(e) below, Financial Transmission Rights shall be auctioned as set forth in Section 7. 

(b) The hourly economic value of a Financial Transmission Right ObUgation is based on the 
Financial Transmission Right MW reservation and the difference between the Day-ahead 
Congestion Price at the point of delivery and the point of receipt ofthe Financial Transmission 
Right. The hourly economic value of a Financial Transmission Right ObUgation is positive (a 
benefit to the FTR Holder) when the Day-ahead Congestion Price at the point of delivery is 
higher than the Day-ahead Congestion Price at the point of receipt. The hourly economic value 
of a Financial Transmission Right Obligation is negative (a liability to the FTR Holder) when the 
Day-ahead Congestion Price at the point of receipt is higher than the Day-ahead Congestion 
Price at the point of delivery. 

(c) The hourly economic value ofa Fmancial Transmission Right Option is based on the 
Financial Transmission Right MW reservation and the difference between the Day-ahead 
Congestion Price at the point of delivery and the point of receipt ofthe Financial Transmission 
Right when that difference is positive. The hourly economic value of a Financial Transmission 
Right Option is positive (a benefit to the FTR Holder) when the Day-ahead Congestion Price at 
the point of delivery is higher than the Day-ahead Congestion Price at the point of receipt. The 
hourly economic value ofa Financial Transmission Right Option is zero (neither a benefit nor a 
liability to the FTR Holder) when the Day-ahead Congestion Price at the point of receipt is 
higher than the Day-ahead Congestion Price at the point of delivery. 

(d) In addition to transactions with PJMSettlement in the Financial Transmission Rights 
auctions administered by the Office ofthe Intercormection, a Financial Transmission Right, for 
its entire tenure or for a specified period, may be sold or otherwise transfened to a third party by 
bilateral agreement, subject to compliance with such procedures as may be established by the 
Office ofthe Intercormection for verification ofthe rights ofthe purchaser or transferee. 

(i) Market Participants may enter into bilateral agreements to transfer to a third party 
a Financial Transmission Right, for its entire tenure or for a specified period. 
Such bilateral transactions shall be reported to the Office ofthe Intercoimection in 
accordance with this Schedule and pursuant to the LLC's mles related to its cFTR 
tools. 

(ii) For purposes of clarity, with respect to all bilateral transactions for the transfer of 
Financial Transmission Rights, the rights and obligations pertaining to the 
Financiai Transmission Rights that are the subject of such a bilateral transaction 
shaU pass to the buyer under the bilateral contract subject to the provisions of this 
Schedule. Such bilateral transactions shall not modify the location or reconfigure 
the Financial Transmission Rights. In no event shall the purchase and sale of a 
Financial Transmission Right pursuant to a bilateral transaction constitute a 
transaction with PJMSettiement or a transaction in any auction under this 
Schedule. 
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(iii) Consent ofthe Office ofthe Intercormection shall be required for a seller to 
transfer to a buyer any Financial Transmission Right ObUgation. Such consent 
shall be based upon the Office ofthe Intercormection's assessment ofthe buyer's 
ability to perform the obligations, including meeting applicable creditworthiness 
requirements, transfened in the bilateral contract. If consent for a transfer is not 
provided by the Office ofthe Intercormection, the title to the Financial 
Transmission Rights shall not transfer to the third party and the FTR Holder shall 
continue to receive all Transmission Congestion Credits attributable to the 
Financial Transmission Rights and remain subject to all credit requirements and 
obligations associated with the Financial Transmission Rights. 

(iv) A seller under such a bUateral contract shall guarantee and indemnify the Office 
ofthe Intercormection, PJMSettlement, and the Members for the buyer's 
obligation to pay any charges associated with the transfened Financial 
Transmission Right and for which payment is not made to PJMSettlement by the 
buyer under such a bilateral transaction. 

(v) All payments and related charges associated with such a bilateral contract shall be 
ananged between the parties to such bilateral contract and shall not be billed or 
settled by PJMSettlement or the Office ofthe Interconnection. The LLC, 
PJMSettlement, and the Members will not assume fmancial responsibility for the 
failure of a party to perform obligations owed to the other party under such a 
bilateral contract reported to the Office ofthe Interconnection under this 
Schedule. 

(vi) All claims regarding a default of a buyer to a seller under such a bilateral contract 
shall be resolved solely between the buyer and the seller. 

(e) Network Service Users and Firm Transmission Customers that take service that sinks, 
sources in, or is transmitted through new PJM zones, at their election, may receive a direct 
allocation of Financial Transmission Rights instead of an allocation of Auction Revenue Rights. 
Network Service Users and Firm Transmission Customers may make this election for the 
succeeding two armual FTR auctions after the integration ofthe new zone into the PJM 
Interchange Energy Market. Such election shall be made prior to the commencement of each 
armual FTR auction. For purposes of this election, the Allegheny Power Zone shall be 
considered a new zone with respect to the armual Financial Transmission Right auction in 2003 
and 2004. Network Service Users and Firm Transmission Customers in new PJM zones that 
elect not to receive direct allocations of Financial Transmission Rights shall receive allocations 
of Auction Revenue Rights. During the annual allocation process, the Financial Transmission 
Right allocation for new PJM zones shall be performed simultaneously with the Auction 
Revenue Rights allocations in existing and new PJM zones. Prior to the effective date ofthe 
initial allocation of FTRs in a new PJM Zone, PJM shall file with FERC, under section 205 of 
the Federal Power Act, the FTRs and ARRs aUocated in accordance with sections 5 and 7 of this 
Schedule 1. 
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(f) For Network Service Users and Firm Transmission Customers that take service that sinks 
in, sources in, or is transmitted through new PJM zones, that elect to receive direct allocations of 
Financial Transmission Rights, Financial Transmission Rights shall be allocated using the same 
allocation methodology as is specified for the allocation of Auction Revenue Rights in Section 
7.4.2 and in accordance with the following: 

(i) Subject to subsection (ii) of this section, all Financial Transmission Rights must 
be simultaneously feasible. If all Financial Transmission Right requests made 
when Financial Transmission Rights are allocated for the new zone are not 
feasible then Financial Transmission Rights are prorated and allocated in 
proportion to the MW level requested and in inverse proportion to the effect on 
the binding constraints. 

(ii) If any Financial Transmission Right requests that are equal to or less than a 
Network Service User's Zonal Base Load for the Zone or fifty percent of its 
transmission responsibility for Non-Zone Network Load, or fifty percent of 
megawatts of firm service between the receipt and delivery points of Firm 
Transmission Customers, are not feasible in the annual allocation and auction 
processes due to system conditions, then PJM shall increase the capability limits 
ofthe binding constraints that would have rendered the Financial Transmission 
Rights infeasible to the extent necessary in order to allocate such Financial 
Transmission Rights without their being infeasible for all rounds of the armual 
allocation and auction processes, provided that this subsection (ii) shall not apply 
if the infeasibility is caused by extraordinary circumstances. Additionally, such 
increased limits shall be included in subsequent modeling during the Planning 
Year to support any incremental allocations of Auction Revenue Rights and 
monthly and balance ofthe Plarming Period Financial Transmission Rights 
auctions; unless and to the extent those system conditions that contributed to 
infeasibility in the armual process are not extant for the time period subject to the 
subsequent modeling, such as would be the case, for example, if transmission 
facilities are retumed to service during the Plarming Year. In these cases, any 
increase in the capability limits taken under this subsection (ii) during the armual 
process wiU be removed from subsequent modeling to support any incremental 
allocations of Auction Revenue Rights and monthly and balance ofthe Plarming 
Period Financiai Transmission Rights auctions. In addition, PJM may remove or 
lower the increased capability limits, if feasible, during subsequent FTR Auctions 
if the removal or lowering ofthe increased capabUity limits does not impact 
Auction Revenue Rights funding and net auction revenues are positive. 

For the purposes of this subsection (ii), extraordinary circumstances shall mean an 
unanticipated event outside the control of PJM that reduces the capability of 
existing or plarmed transmission facilities and such reduction in capability is the 
cause ofthe infeasibility of such Financial Transmission Rights. Extraordinary 
circumstances do not include those system conditions and assumptions modeled 
in simultaneous feasibility analyses conducted pursuant to section 7.5 of Schedule 
1 of this Agreement. If PJM allocates Financial Transmission Rights as a result 
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of this subsection (ii) that would not otherwise have been feasible, then PJM shaU 
notify Members and post on its web site (a) the aggregate megawatt quantities, by 
sources and sinks, of such Financial Transmission Rights and (b) any increases in 
capability limits used to allocate such Financial Transmission Rights. 

(iii) In the event that Network Load changes from one Network Service User to 
another after an initial or annual allocation of Financial Transmission Rights in a 
new zone, Financial Transmission Rights will be reassigned on a proportional 
basis from the Network Service User losing the load to the Network Service User 
that is gaining the Network Load. 

(g) At least one month prior to the integration ofa new zone into the PJM Interchange 
Energy Market, Network Service Users and Firm Transmission Customers that take service that 
sinks in, sources in, or is transmitted through the new zone, shall receive an initial allocation of 
Financial Transmission Rights that will be in effect from the date ofthe integration ofthe new 
zone until the next armual allocation of Financial Transmission Rights and Auction Revenue 
Rights. Such allocation of Financial Transmission Rights shall be made in accordance with 
Section 5.2.2(f) of this Schedule. 

(h) Reserved. 

5.2.3 Target Allocation of Transmission Congestion Credits. 

A Target Allocation of Transmission Congestion Credits for each FTR Holder shall be 
determined for each Financial Transmission Right. Each Financial Transmission Right shall be 
multiplied by the Day-ahead Congestion Price differences for the receipt and delivery points 
associated with the Financial Transmission Right, calculated as the Day-ahead Congestion Price 
at the delivery point(s) minus the Day-ahead Congestion Price at the receipt point(s). For the 
purposes of calculating Transmission Congestion Credits, the Day-ahead Congestion Price ofa 
Zone is calculated as the sum ofthe Day-ahead Congestion Price of each bus that comprises the 
Zone multiplied by the percent of armual peak load assigned to each node in the Zone. 
Commencing with the 2015/2016 Plarming Period, for the purposes of calculating Transmission 
Congestion Credits, the Day-ahead Congestion Price of a Residual Metered Load aggregate is 
calculated as the sum ofthe Day-ahead Congestion Price of each bus that comprises the Residual 
Metered Load aggregate multiplied by the percent ofthe annual peak residual load assigned to 
each bus that comprises the Residual Metered Load aggregate. When the FTR Target Allocation 
is positive, the FTR Target Allocation is a credit to the FTR Holder. When the FTR Target 
Allocation is negative, the FTR Target Allocation is a debit to the FTR Holder if the FTR is a 
Financial Transmission Right Obligation. When the FTR Target Allocation is negative, the FTR 
Target Allocation is set to zero if the FTR is a Financial Transmission Right Option. The total 
Target Allocation for Network Service Users and Transmission Customers for each hour shall be 
the sum ofthe Target Allocations associated with all ofthe Network Service Users' or 
Transmission Customers' Financial Transmission Rights. 

5.2.4 [Reserved.] 
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5.2.5 Calculation of Transmission Congestion Credits. 

(a) The total of all the positive Target Allocations determined as specified above shall be 
compared to the total Transmission Congestion Charges in each hour resulting from both the 
Day-ahead Energy Market and the Real-time Energy Market. If the total ofthe Target 
Allocations is less than the total ofthe Transmission Congestion Charges, the Transmission 
Congestion Credit for each entity holding an FTR shall be equal to its Target Allocation. All 
remaining Transmission Congestion Charges shall be distributed as described below in Section 
5.2.6 "Distribution of Excess Congestion Charges." 

(b) If the total ofthe Target Allocations is greater than the total Transmission Congestion 
Charges for the hour resulting from both the Day-ahead Energy Market and the Real-time 
Energy Market, each FTR Holder shall be assigned a share ofthe total Transmission Congestion 
Charges in proportion to its Target Allocations for Financial Transmission Rights which have a 
positive Target Allocation value. Financial Transmission Rights which have a negative Target 
Allocation value are assigned the full Target Allocation value as a negative Transmission 
Congestion Credit. 

(c) At the end ofa Plarming Period if all FTR Holders did not receive Transmission 
Congestion Credits equal to their Target Allocations, the Office ofthe Intercormection shall 
assess a charge equal to the difference between the Transmission Congestion Credit Target 
Allocations for all revenue deficient FTRs and the actual Transmission Congestion Credits 
allocated to those FTR Holders. A charge assessed pursuant to this section shall also include any 
aggregate charge assessed pursuant to section 7.4.4(c) of Schedule 1 of this Agreement and shall 
be allocated to all FTR Holders on a pro-rata basis according to the total Target Allocations for 
all FTRs held at any time during the relevant Planning Period. The charge shall be calculated 
and allocated in accordance with the following methodology: 

1. The Office ofthe Intercormection shall calculate the total amount of uplift 
required as {[sum ofthe total monthly deficiencies in FTR Target Allocations for 
the Plarming Period + the sum ofthe ARR Target Allocation deficiencies 
determined pursuant to section 7.4.4(c) of Schedule 1 of this Agreement] - [sum 
ofthe total monthly excess ARR revenues and congestion charges for the 
Planning Period]}. 

2. For each Market Participant that held an FTR during the Planning Period, the 
Office ofthe Intercormection shall calculate the total Target Allocation associated 
with all FTRs held by the Market Participant during the Planning Period, provided 
that, the foregoing notwithstanding, if the total Target Allocation for an individual 
Market Participant calculated pursuant to this section is negative the Office of 
Interconnection shall set the value to zero. 

3. The Office ofthe Intercormection shall then allocate an uplift charge to each 
Market Participant that held an FTR at any time during the Planning Period in 
accordance with the following formula: {[total uplift] * Itotal Target Allocation 
for all FTRs held by the Market Participant at any time during the Plarming 
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Period] / [total Target Allocations for all FTRs held by all PJM Market 
Participants at any time during the Plarming Period]}. 

5.2.6 Distribution of Excess Congestion Charges. 

(a) Excess Transmission Congestion Charges accumulated in a month shall be distributed to 
each FTR Holder in proportion to, but not more than, any deficiency in the share of Transmission 
Congestion Charges received by the FTR Holder during that month as compared to its total 
Target Allocations for the month. 

(b) After the excess Transmission Congestion Charge disttibution described in Section 
5.2.6(a) is performed, any excess Transmission Congestion Charges remaining at the end ofa 
month shall be distributed to each FTR Holder in proportion to, but not more than, any 
deficiency in the share of Transmission Congestion Charges received by the FTR Holder during 
the cunent Plarming Period, including previously distributed excess Transmission Congestion 
Charges, as compared to its total Target Allocation for the Plarming Period. 

(c) Any excess Transmission Congestion Charges remaining at the end of a Plarming Period 
shall be distributed to each holder of Auction Revenue Rights in proportion to, but not more 
than, any Auction Revenue Right deficiencies for that Planning Period. 

(d) Any excess Transmission Congestion Charges remaining after a distribution pursuant to 
subsection (c) of this section shall be distributed to all FTR Holders on a pro-rata basis according 
to the total Target Allocations for all FTRs held at any time during the relevant Plarming Period. 
Any allocation pursuant to this subsection (d) shall be conducted in accordance with the 
following methodology: 

1. For each Market Participant that held an FTR during the Planning Period, the 
Office ofthe Intercormection shall calculate the total Target Allocation associated 
with all FTRs held by the Market Participant during the Plarming Period, provided 
that, the foregoing notwithstanding, if the total Target Allocation for an individual 
Market Participant calculated pursuant to this section is negative the Office ofthe 
Intercormection shall set the value to zero. 

2. The Office ofthe Intercormection shall then allocate an excess Transmission 
Congestion Charge credit to each Market Participant that held an FTR at any time 
during the Plarming Period in accordance with the following formula: {[total 
excess Transmission Congestion Charges remaining after distributions pursuant to 
subsection (a)-(c) of this section] * [total Target Allocation for all FTRs held by 
the Market Participant at any time during the Plarming Period] / [total Target 
Allocations for all FTRs held by all PJM Market Participants at any time during 
the Planning Period]}. 
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5 3 Unscheduled Transmission Service (Loop Flow). 

(a) When there are agreements between the LLC and others for compensation to be paid or 
received for unscheduled transmission service (loop flow) into or out ofthe PJM Region, the net 
compensation received shall be included in the total Transmission Congestion Charges that are 
distributed In accordance with Section 5.2. 

(b) With respect to payments by the Office ofthe Interconnection to the New York Power 
Pool for the installation and operation of phase angle regulating facilities at Ramapo to control or 
limit unscheduled transmission service (loop flow), each ofthe following Transmission Owners 
with revenue requirements under the PJM Tariff shall pay a share ofthe charges on a 
transmission revenue requirements ratio share basis: Allegheny Electric Cooperative, Inc., 
Atlantic City Electric Company, Baltimore Gas and Electric Company, Delmarva Power «& Light 
Company, Jersey Central Power & Light Company, Mid-Atlantic Interstate Transmission, LLC 
(but only with respect to transmission revenue requirements associated with the Metropolitan 
Edison Company Zone), PECO Energy Company, Pennsylvania Power & Light Company, 
Potomac Electric Power Company, Public Service Electric and Gas Company, Rockland Electric 
Company, and UGI Utilities, Inc. 
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5.4 Transmission Loss Charge Calculation. 

5.4.1 Calculation by Office ofthe Interconnection. 

The Office ofthe Interconnection shall calculate Transmission Loss Charges for each Network 
Service User, Market Participant in the PJM Interchange Energy Market, and each Transmission 
Customer. 

5.4.2 GeneraL 

(a) The basis for the Transraission Loss Charges shall be the differences in the 
Locational Marginal Prices, defined as the Loss Price at a bus, between points of delivery and 
points of receipt, as detennined in accordance with Section 2 of this Schedule, (b) The Office of 
the Intercormection shall calculate Loss Prices in the form of Day-ahead Loss Prices and Real
time Loss Prices for the PJM Region, in accordance with Section 2 of this Schedule. 

5.4.3 Network Service User Calculation. 

(a) Each Network Service User shall be charged for the increased cost of 
transmission losses to deliver the output of hs firm Capacity Resources or other owned or 
contracted for resources, its firm bilateral purchases, and its non-firm bilateral purchases. 

(b) Market Buyers shall be charged for transmission losses resulting from all load 
(net of Behind The Meter Generation expected to be operating, but not to be less than zero) 
scheduled to be served from the PJM Interchange Energy Market in the Day-ahead Energy 
Market at the Day-ahead Loss Price applicable to each relevant load bus. 

(c) Generating Market Buyers shall be reimbursed for transmission losses resulting 
from all energy scheduled to be delivered to the PJM Interchange Energy Market in the Day-
ahead Energy Market at the Day-ahead Loss Price appUcable to each relevant generation bus. 

(d) Market Sellers shall be reimbursed for ttansmission losses resulting from all 
energy scheduled to be delivered in the Day-ahead Energy Market at the Day-ahead Loss Prices 
applicable to each relevant generation bus. 

(e) (i) The hourly net amount of energy delivered at each generation bus is 
determined by revenue meter data, if available, or by the State Estimator, if revenue meter data is 
not available. The total load actually served at each load bus is initially determined by the State 
Estimator. For each Electric Distributor that reports hourly net energy flows from metered Tie 
Lines and for which all generators within the Electric Distributor's tenitory report revenue 
quality, hourly net energy delivered, the total revenue meter load within the Electric Disttibutor's 
tenitory is calculated as the sum of aU net import energy flows reported by their tie revenue 
meters and all net generation reported via generator revenue meters. The amount of load at each 
of such Electtic Distributor's load buses calculated by the State Estimator is then adjusted, in 
proportion to its share ofthe total load of that Electric Distributor, in order that the total amount 
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of load across all ofthe Electric Distributor's load buses matches its total revenue meter 
calculated load. 

(ii) To determine the amount of load served by each LSE in an Electric Distributor's 
territory, PJMSettlement utilizes the information submitted into PJM's intemal energy 
scheduling tool by LSEs and Electtic Distributors for then respective load conttacts, including 
the names ofthe LSE responsible for serving the load and the Electric Distributor in whose 
territory the load is located, the number of megawatts of load assigned to the LSE for each hour, 
the Energy Settlement Area at which load is to be priced, and the start and end dates for the load 
contract. During the settlements process, load assigned to an LSE at a specified Energy 
Settlement Area is further assigned to individual load buses included in the Energy Settlement 
Area, based on the definition for the Energy Settlement Area as defined in Section 31.7 ofthe 
PJM Tariff, which specifies the percentage ofthe Energy Settlement Area that each bus 
represents, to identify the LSE's hourly megawatts of load at each bus. All megawatts of load 
assigned to LSEs in an Electric Distributor's tenitory as described herein are subtracted from the 
total megawatts of load for which the Electric Distributor is responsible as determined in 
subsection (e)(i) above. 

(iii) Electric Distributors that hold POLR auctions or similar load auctions may direct 
PJM to automatically assign megawatt hours for which the Electric Disttibutor is responsible, as 
determined in subsection (e)(ii) above, to the POLR Suppliers based on the tranches the POLR 
Suppliers won in the auction, as a billing service, based on their contracts associated with the 
POLR load programs. In such case, the POLR Supplier's share of load shall be determined by 
multiplying the megawatt hours at each bus that were not specifically assigned under load 
contracts by the percentage of load won by the POLR Supplier in proportion to Its share ofthe 
total POLR load ofthe Electric Distributor. This billing service may also apply to Electric 
Distributors and LSEs that mutually agree upon a transfer of load from the EDC to the LSE 
based upon a specified percentage ofthe megawatt hours at each bus that were not specifically 
assigned under load contracts. 

(f) At the end of each hour during an Operating Day, the Office ofthe 
Intercormection shall calculate the Transraission Loss Charges at each Market Buyer's load bus 
to be charged for losses at Real-tirae Loss Prices detennined by the product ofthe hourly Real-
tirae Loss Prices at the relevant bus tiraes the Market Buyer's raegawatts of load (net of 
operating Behind The Meter Generation, but not to be less than zero) at the bus in that hour in 
excess ofthe load (net of Behind The Meter Generation expected to be operating, but not to be 
less than zero) scheduled to be served at that bus in the hour in the Day-ahead Energy Market. 
To the extent that the load (net of operating Behind The Meter Generation, but not to be less than 
zero) actually served at a load bus is less than the load (net of Behind The Meter Generation 
expected to be operating, but not to be less than zero) scheduled to be served at that bus in the 
Day-ahead Energy Market, the Market Buyer shall be paid for the difference at the Real-time 
Loss Price for the load bus at the time ofthe shortfall. The megawatts of load at each load bus 
shall be the sum ofthe megawatts of load (net of operating Behind The Meter Generation, but 
not less than zero) for that bus of that Market Buyer plus any megawatts of that Market Buyer's 
bilateral sales attributable to that bus. The total load charge for each Market Buyer shall be the 
sum, for each of a Market Buyer's load buses, ofthe charges at Day-ahead Loss Price 
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determined in accordance with the Day-ahead Energy Market as specified in Section 1.10.1a plus 
the charges at Real-time Loss Prices determined as specified herein, net of any payments 
specified herein for each ofthe Market Buyer's load buses. 

(g) At the end of each hour during an Operating Day, the Office ofthe 
Interconnection shall calculate the transmission loss payments at each Generating Market 
Buyer's generation bus to be paid at Real-time Loss Prices, determined by the product ofthe 
hourly Real-time Loss Price at the relevant bus times the Generating Market Buyer's megawatts 
of generation at such generation bus in the hour in excess ofthe energy scheduled to be injected 
at that bus in that hour in the Day-ahead Energy Market. To the extent that the energy actually 
injected at the generation bus is less than the energy scheduled to be injected at that bus in the 
Day-ahead Energy Market, the Generating Market Buyer shall be debited for the difference at 
the Real-time Loss Price for the generation bus at the time ofthe shortfall. The megawatts of 
generation at each generation bus shall be the sum ofthe megawatts of generation for that bus of 
that Generating Market Buyer plus any megawatts of bilateral purchases of that Generating 
Market Buyer attributable to that bus. The total generation revenue for each Generating Market 
Buyer shall be the sum, for each ofthe Generating Market Buyer's generation buses, ofthe 
revenues at Day-ahead Loss Price detennined in accordance with the Day-ahead Energy Market 
as specified in Section 1.10.1 A plus the revenues at Real-time Loss Prices determined as 
specified herein, net of any debhs specified herein for each ofthe Market Buyer's generation 
buses. 

(h) A Market Seller shall be paid for transmission losses that results from the Real
time sales of Spot Market Energy to the extent of its hourly net deUveries to the PJM Region of 
energy in excess of amounts scheduled in the Day-ahead Energy Market from the Market 
Seller's resources. For pool Extemal Resources, the Office ofthe Intercormection shall model, 
based on an appropriate flow analysis, the hourly amounts delivered from each such resource to 
the corresponding Interface Pricing Point between adjacent Control Areas and the PJM Region. 
The total real-time generation revenues for each Market Seller shall be the sum of its credits 
determined by the product of (i) the hourly net amount of energy delivered to the PJM Region at 
the applicable generation or interface bus in excess ofthe amount scheduled to be delivered in 
that hour at that bus in the Day-ahead Energy Market from each ofthe Market Seller's resources, 
times (ii) the hourly Real-time Loss Price at that bus. To the extent that the energy actually 
injected at a generation bus or Interface Pricing Point in any hour is less than the energy 
scheduled to be injected at that bus or point in the Day-ahead Energy Market, the Market Seller 
shall be debited for the difference at the Real-time Loss Price for the applicable bus or point at 
the time ofthe shortfall tiraes the amount ofthe shortfall. The total generation revenue for each 
Market Seller shall be the sum, for each ofthe Market Seller's generation buses or Interface 
Pricing Points, ofthe revenues at Day-ahead Loss Prices determined in accordance with the Day-
ahead Energy Market as specified in Section 1.10.1 A plus the revenues at Real-time Loss Prices 
detennined as specified herein, net of any debits specified herein for each ofthe Market Seller's 
generation buses or Interface Pricing Points. 
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5.4.4 Transmission Customer Calculation. 

Each Transmission Customer using Firm Point-to-Point Transmission Service (as defined in the 
PJM Tariff), each Network Customer, and each Transmission Customer uskig Non-Firm Point-
to-Point Transmission Service (as defined in the PJM Tariff), shaU be charged for the increased 
cost of transmission losses for the delivery of energy using such Transmission Service. Except 
as specified in this subsection, a Transraission Loss Charge shall be assessed for transmission 
use scheduled in the Day-ahead Energy Market, calculated as the amount to be delivered 
multiplied by the difference between the Day-ahead Loss Price at the delivery point or the 
delivery interface at the boundary ofthe PJM Region and the Day-ahead Loss Price at the source 
point or the source interface at the boundary ofthe PJM Region. Transmission Loss Charges 
shall be assessed for real-time ttansmission use in excess ofthe amounts scheduled for each hour 
in the Day-ahead Energy Market, calculated as the excess amount multipUed by the difference 
between the Real-time Loss Price at the delivery point or the delivery interface at the boundary 
ofthe PJM Region, and the Real-time Loss Price at the source point or the source interface at the 
boundary ofthe PJM Region. A Transmission Customer shall be paid for Transraission Loss 
Charges for real-tirae transmission use falling below the amounts scheduled for each hour in the 
Day-ahead Energy Market, calculated as the shortfall amount multiplied by the difference 
between the Real-time Loss Price at the delivery point or the deUvery interface at the boundary 
ofthe PJM Region, and the Real-time Loss Price at the source point or the source interface at the 
boundary ofthe PJM Region or the source Interface Pricing Point at the boundary ofthe PJM 
Region. 

5.4.4A Transaction Calculation. 

Each Market Participant entering into transactions in the PJM Interchange Energy Market shall 
be charged for the increased cost of transmission losses on the scheduled path. Except as 
specified in this subsection, a Transmission Loss Charge shall be assessed for cleared MWh in 
the Day-ahead Energy Market, calculated as the amount to be delivered multiplied by the 
difference between the Day-ahead Loss Price at the sink point and the Day-ahead Loss Price at 
the source point. Transmission Loss Charges shaU be assessed for real-tirae cleared MWh in 
excess ofthe amounts scheduled for each hour in the Day-ahead Energy Market, calculated as 
the excess amount multiplied by the difference between the Real-time Loss Price at the sink 
point and the real-time Loss Price at the source point. Such Market Participant shall be paid for 
Transmission Loss Charges for real-time cleared MWh falling below the amounts scheduled for 
each hour in the Day-ahead Energy Market, calculated as the shortfall amount multiplied by the 
difference between the Real-time Loss Price at the sink point and the Real-time Loss Price at the 
source point. 

5.4.5 Total Transmission Loss Charges. 

The total Transmission Loss Charges collected by PJMSettlement each hour wifl be the 
aggregate net amounts determined as specified in this Schedule. 
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5.5 Distribution of Total Transmission Loss Charges. 

The total Transmission Loss Charges accumulated by PJMSettlement in any hour shall be 
distributed pro-rata to each Network Service User and Transraission Customer in proportion to 
its ratio shares ofthe total MWhs of energy delivered to load (net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region, or the total exports of MWh of 
energy from the PJM Region (that paid for transmission service during such hour). Exports of 
energy for which Non-Fum Point-to-Point Transmission Service was utilized and for which the 
Non-Firm Point-to-Point Transmission Service rate was paid will receive an allocation of the total 
Transraission Loss Charges based on a percentage ofthe MWh of energy exported on such service, 
deterrained by the ratio of Non-Firra Point-to-Point Transmission Service rate to Firm Point-to-
Point Transmission Service rate. 
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6. "MUST-RUN" FOR RELIABILITY GENERATION 
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6.1 Introduction. 

The following procedures shall apply to any generation resource subject to the dispatch of the 
Office of the Intercormection that, as a result of transraission constraints, the Office of the 
Intercoimection determines, in the exercise of Good Utility Practice, must be mn in order to 
maintain the reliability of service in the PJM Region. The provisions of this Schedule shall 
otherwise apply to the scheduling, dispatch, operation and accoimting treatment of such 
resources, to the extent not inconsistent with the provisions of this Section 6. 
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6.2 Identification of Facility Outages. 

Not later than one hour prior to the deadline specified in Secfion 1.10.1 of this Schedule, the 
Office ofthe Interconnection shall identify on the PJM Open Access Same-Time Inforraation 
System any facility outage or other system condition which it has determined raay give rise to a 
transmission constraint that may require, in order to maintain system reliability, the dispatch of 
one or more generation resources that otherwise would not be dispatched based on the raerits of 
their offers to the PJM Interchange Energy Market. 
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6.3 Dispatch for Local Reliability. 

6.3.1 Request and Dispatch. 

In addition to the dispatch of generation by the Office ofthe Intercormection to raaintain 
reliability on transmission facilities monitored by it, a Member that owns or leases with rights 
equivalent to ownership local Transmission Facilities, as defined in this Agreeraent and the 
Consolidated Transraission Owners Agreement and that operates a local control center in 
accordance with Section 11.3.3 of this Agreement or a Market Operations Center in accordance 
with Section 1.7.5 of this Schedule may request the Office ofthe Interconnection to dispatch 
generation in order to maintain reliability on any such local Transmission Facilities that are not 
then monitored by the Office ofthe Interconnection, subject to the mles and procedures in 
Section 6.3.2 and the PJM Manuals. The Office ofthe Interconnection shall dispatch generation 
to maintain reliability on such local Transraission Facilities by incorporating the facilities in the 
State Estimator program described in Section 2.3 as set forth below, unless the Office ofthe 
Intercormection determines that such dispatch would adversely affect reliability in the PJM 
Region or would otherwise not be in accordance with Good Utility Practice. 

6.3.2 Designation of Local Transmission Facilities. 

The following mles and procedures shall apply to a Member request that the Office ofthe 
Intercormection dispatch generation on one or more local Transraission Facilities that are not 
then directiy raonitored by the Office ofthe Intercormection. 

(a) The local Transmission Facilities that are the subject ofthe request for monitoring and 
dispatch control raust be among the facilities that comprise the Transmission System under the 
PJM Tariff and must meet the PJM Reliability Plarming Criteria set forth in the PJM Manuals; 

(b) The Member shall provide modeling information for such local Transraission Facilities 
and provide sufficient teleraetry to the Office ofthe Interconnection such that power flows are 
observable by the State Estimator program described in Section 2.3; 

(c) The request for monitoring and dispatch control of local Transmission Facilities shall 
constitute a request that such local Transmission Facilities become and remain monitored by the 
Office ofthe Intercormection and subject to its dispatch control for a period of not less than one 
year; 

(d) Requests under this Section for monitoring and dispatch control of local Transmission 
Facilities may be raade only annually pursuant to the procedures set forth in the PJM Manuals; 

(e) The Office ofthe Intercormection shall post all requests for monitoring and dispatch 
control of local Transmission Facilities raade under this Section on the PJM Intemet site; and 

(f) The Member shall comply with all other operating procedures established by the Office 
ofthe Intercormection regarding dispatch for local reliability as set forth in the PJM Manuals. 
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6.3.3 Transition Procedures for Local Transmission Facilities under the Monitoring 
Responsibility and Dispatch Control ofthe Office ofthe Interconnection as of June 1, 2002. 

The Office ofthe Interconnection shall determine whether local Transraission Facilities under its 
monitoring responsibility and dispatch control as of June 1, 2002 meet the PJM Reliability and 
Plarming Criteria. Members with such local Transmission Facilities that do not meet the PJM 
Reliability Plarming Criteria must either (1) remove the local Transmission Facilities from the 
dispatch control and monitoring responsibility ofthe Office ofthe Intercormection within 60 
days of notification by the Office ofthe Intercormection of its deterraination that the local 
Transmission Facilities do not meet the PJM Reliability and Planning Criteria; or (2) commit, at 
their own cost and by a completion date agreed to by the Office ofthe Intercormection and the 
Member, to reinforce the local Transmission Facilities to enable the local Transmission Facilities 
to meet the PJM Reliability and Plarming Criteria. This commitment to reinforce the local 
Transmission Facilities is subject to the requireraents of applicable law, govemment regulations 
and approvals, including, without liraitation, requireraents to obtain any necessary state or local 
siting, constmction and operating permits, to the ability to acquire necessary right-of-way, and to 
the right to recover, pursuant to appropriate financial anangements and tariffs or contracts, all 
reasonably incuned costs, plus a reasonable retum on investment, provided that, in the event that 
a Meraber carmot reinforce the local Transmission Facilities due to the unavailability of required 
fmancing, the local Transmission Facilities must be removed from the monitoring responsibility 
and dispatch control ofthe Office ofthe Intercormection within 60 days ofthe deterraination that 
required financing is unavailable. The local Transmission Facilities will remain under the 
monitoring and dispatch control ofthe Office ofthe Interconnection during the constmction of 
the reinforcements. 

Effective Date: 9/17/2010 - Docket*: ERlO-2710-000 - Page 2 



Intra-PJM Tariffs ~> OPERATING AGREEMENT ~> OA SCHEDULE 1 - PJM INTERCHANGE ENERGY MARKET - > OA 
SCHEDULE 1 SECTION 6 - "MUST-RUN" FOR RELIABILITY GENERAT - > OA Schedule 1 Sec 6.4 Offer Price Caps. 

6.4 Offer Price Caps. 

6.4.1 Applicability. 

(a) If, at any time, it Is determined by the Office ofthe Interconnection in accordance with 
Sections 1.10.8 or 6.1 of this Schedule that any generation resource may be dispatched out of 
economic merit order to maintain system reliability as a result of limits on ttansmission 
capability, the offer prices for energy from such resource shall be capped at the levels specified 
below. If the Office ofthe Intercormection is able to do so, such offer prices shall be capped 
only during each hour when the transmission limit affects the schedule ofthe affected resource, 
and otherwise shall be capped for the entire Operating Day. The energy offer prices as capped 
shall be used to determine any Locational Marginal Price affected by the offer price of such 
resource and as further limited as described in Sections 2.2 and 2.4 of this Schedule. 

(b) The energy offer price by any generation resource requested to be dispatched in 
accordance with Section 6.3 of this Schedule shall be capped at the levels specified below. If the 
Office ofthe Intercormection is able to do so, such offer prices shall be capped only during each 
hour when the affected resource is so scheduled, and otherwise shall be capped for the entire 
Operating Day. The energy offer prices as capped shall be used to determine any Locational 
Marginal Price affected by the price of such resource. 

(c) Generation resources subject to an offer price cap shall be paid for energy at the 
applicable Locational Marginal Price. 

(d) [Reserved for Future Use] 

(e) Offer price caps under section 6.4 of this Schedule shall be suspended for a generation 
resource with respect to transmission limit(s) for any hour in which (1) there are not three or 
fewer generation suppliers available for redispatch under subsection (a) that are jointly pivotal 
with respect to such transraission limit(s), and (2) the generation resource's owner, when 
combined with the two largest other generation suppliers, is not pivotal ("three pivotal supplier 
test"). 

(f) For the purposes of conducting the three pivotal supplier test in subsection (e), the 
following applies: 

(i) All raegawatts of available increraental supply for which the power 
disttibution factor ("dfax") has an absolute value equal to or greater than 
the dfax used by the Office ofthe Intercormection's system operators 
when evaluating the impact of generation with respect to the constraint 
("effective megawatts") will be included in the available supply analysis at 
costs equal to the cost-based offers ofthe available increraental supply 
adjusted for dfax ("effective costs"). The Office ofthe Interconnection 
will post on the PJM website the dfax value used by operators with respect 
to a constraint when it varies frora three percent. 
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(ii) The three pivotal supplier test will include in the definition ofthe relevant 
market increraental supply up to and including all such supply available at 
an effective cost equal to 150% ofthe cost-based clearing price calculated 
using effective costs and effective raegawatts and the need for megawatts 
to solve the constraint. 

(iii) Offer price caps will apply on a generation supplier basis (i.e. not a 
generating unit by generating unit basis) and only the generation suppliers 
that fail the three pivotal supplier test will have their units that are 
dispatched with respect to the constraint offer capped. A generation 
supplier for the purposes of this section includes corporate affiliates. 
Supply controlled by a generation supplier or its affiliates by contract with 
unaffiliated third parties or otherwise will be included as supply of that 
generation supplier; supply owned by a generation supplier but controlled 
by an unaffiliated third party by contract or otherwise will be included as 
supply of that third party. 

A generation supplier's uruts are offer capped if, when combined with the 
two largest other generation suppliers, the generation supplier is pivotal. 

(iv) In the Day-ahead Energy Market, the Office ofthe Intercormection shall 
include price sensitive demand. Increment Offers and Decrement Bids as 
demand or supply, as applicable, in the relevant raarket. 

6.4.2 Level. 

(a) The offer price cap shall be one ofthe amounts specified below, as specified in advance 
by the Market Seller for the affected unit: 

(i) The weighted average Locational Marginal Price at the generation bus at 
which energy from the capped resource was delivered during a specified 
number of hours during which the resource was dispatched for energy in 
economic merit order, the specified nuraber of hours to be determined by 
the Office ofthe Interconnection and to be a number of hours sufficient to 
result in an offer price cap that reflects reasonably contemporaneous 
corapetitive raarket conditions for that unit; 

(ii) For offers of $2,000/MWh or less, the increraental operating cost ofthe 
generation resource as determined in accordance with Schedule 2 ofthe 
Operating Agreement and the PJM Manuals ("incremental cost"), plus up 
to 10% of such costs, the sum ofwhich shall not exceed $2,000/MWh; 
and, for offers greater than $2,000/MWh, the incremental cost ofthe 
generation resource; 

(iii) For units that are frequently offer capped ("Frequently Mitigated Unit" or 
"FMU"), and for which the unit's price based offer was greater than its 
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cost based offer, the following shall apply: 

(a) For units that are offer capped for 60% or more of their mn hours, 
but less than 70% of their mn hours, the offer price cap will be the greater 
of either (i) incremental cost plus 10% or (ii) incremental cost plus $20 per 
megawatt-hour; 

(b) For units that are offer capped for 70% or more of their mn hours, 
but less than 80% of their mn hours, the offer price cap will be the greater 
of either (i) incremental cost plus 10%, or (ii) incremental cost plus $30 
per megawatt-hour; 

(c) For units that are offer capped for SOVo or more of their mn hours, 
the offer price cap will be the greater of either (i) increraental costs plus 
10%; or (ii) incremental cost plus $40 per megawatt-hour. 

(b) For purposes of section 6.4.2(a)(iii), a generating unit shaU qualify for the specified offer 
cap upon issuance of written notice from the Market Monitoring Unit, pursuant to Section ILA of 
the Attachment M-Appendix, that it is a "Frequentiy Mitigated Unit" because it meets all ofthe 
following criteria: 

(i) The unit was offer capped for the applicable percentage of its mn hours, 
determined on a rolling 12-raonth basis, effective with a one raonth lag. 

(ii) The unit's Projected PJM Market Revenues plus the unit's PJM capacity market 
revenues on a rolling 12-month basis, divided by the unit's MW of installed 
capacity (in $/MW-year) are less than its accepted unit specific Avoidable Cost 
Rate (in $/MW-year) (excluding APIR and ARPIR), or its defauh Avoidable Cost 
Rate (in $/MW-year) if no unit-specific Avoidable Cost Rate is accepted for the 
BRAs for the Delivery Years included in the rolling 12-month period, deterrained 
pursuant to Sections 6.7 and 6.8 of Attachment DD ofthe Tariff. (The relevant 
Avoidable Cost Rate is the weighted average ofthe Avoidable Cost Rates for 
each Delivery Year included in the rolling 12-month period, weighted by month.) 

(iii) No portion ofthe unit is included in a FRR Capacity Plan or receiving 
compensation under Part V ofthe Tariff. 

(iv) The unit is intemal to the PJM Region and subject only to PJM dispatch. 

(c) Any generating unit, without regard to ownership, located at the same site as a Frequently 
Mitigated Unit qualifying under Sections 6.4.2(a)(iii) shall become an "Associated Unit" upon 
issuance of written notice from the Market Monitoring Unit pursuant to Section ILA of 
Attachment M-Appendix, that it meets all ofthe following criteria: 

I. The unit has the identical electric irapact on the transmission system as the 
FMU; 
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2. The unit (i) belongs to the same design class (where a design class 
includes generation that is the sarae size and utilizes the same technology, 
without regard to manufacturer) and uses the identical primary fuel as the 
FMU or (ii) is regularly dispatched by PJM as a substitute for the FMU 
based on differences in cost that result from the cunentiy applicable FMU 
adder; 

3. The unit (i) has an average daily cost-based offer, as measured over the 
preceding 12-month period, that is less than or equal to the FMU's 
average daily cost-based offer adjusted to include the cunentiy applicable 
FMU adder or (ii) is regularly dispatched by PJM as a substitute for the 
FMU based on differences in cost that resuh from the cunentiy applicable 
FMU adder. 

The offer cap for an associated unit shall be equal to the incremental operating cost of such unit, 
as determined in accordance with Schedule 2 ofthe Operating Agreeraent and the PJM Manuals, 
plus the applicable percentage adder or dollar per megawatt-hour adder as specified in Section 
6.4.2(a)(iu)(a), (b), or (c) for the unit with which it is associated. 

(d) Market Participants shall have exclusive responsibility for preparing and submitting their 
offers on the basis of accurate information and in compliance with the FERC Market Rules, 
inclusive ofthe level of any applicable offer cap, and in no event shall PJM be held liable for the 
consequences of or raake any rettoactive adjustment to any clearing price on the basis of any 
offer submitted on the basis of inaccurate or non-compliant information. 
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6.5 [Reserved for Future Use] 
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6.6 Minimum Generator Operating Parameters - Parameter Limited Schedules. 

(a) Market Sellers submitting Offer Data for Generation Capacity Resources shall submit 
and be subject to pre-determined limits on cost-based offers, which are always parameter limited. 
Market Sellers submitting Offer Data for Generation Capacity Resources shall submit and be 
subject to pre-determined limits on market-based offers conforming to parameter limitations 
("parameter Umited schedules") under the following circumstances: 

(i) The Market Seller fails the three pivotal supplier test. When this 
subsection applies, the parameter limited schedule shall be the less 
liraiting, i.e. more flexible, ofthe defined pararaeter liraited schedules or 
the submitted offer parameters. 

(ii) For the 2014/2015 through 2017/2018 DeUvery Years, the Office ofthe 
Intercormection: (i) declares a Maximum Generation Emergency; (ii) 
issues a Maxiraum Generation Emergency Alert; or (iii) schedules units 
based on the anticipation ofa Maximum Generation Emergency or a 
Maximum Generation Emergency Alert for all, or any part, of an 
Operating Day. 

(iii) For Capacity Performance Resources, the Office ofthe Intercormection: (i) 
declares a Maximum Generation Emergency; (ii) issues a Maximum 
Generation Emergency Alert, Hot Weather Alert, Cold Weather Alert; or 
(iii) schedules units based on the anticipation ofa Maximum Generation 
Emergency, Maximum Generation Emergency Alert, Hot Weather Alert 
or Cold Weather Alert for all, or any part, of an Operating Day. 

(iv) For Base Capacity Resources, the Office ofthe Intercormection: (i) 
declares a Maximum Generation Emergency during hot weather 
operations; (ii) issues a Maximum Generation Emergency Alert or Hot 
Weather Alert during hot weather operations; or (iii) schedules units based 
on the anticipation of a Hot Weather Alert, or a Maximum Generation 
Emergency or Maximum Generation Emergency Alert during hot weather 
operations, for all, or any part, of an Operating Day. 

(b) For the 2014/2015 through 2017/2018 Delivery Years for Generation Capacity Resources 
other than Capacity Performance Resources, and the 2016/2017 through 2019/2020 Delivery 
Years for Generation Capacity Resources identified and committed in an FRR Capacity Plan, 
parameter limited schedules shall be defined for the following parameters: 

(i) Tum Down Ratio; 

(ii) Minimum Down Time; 

(iii) Minimum Run Time; 
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(iv) Maximum Daily Starts; 

(v) Maximum Weekly Starts. 

For the 2018/2019 and 2019/2020 Delivery Years for Base Capacity Resources during Hot 
Weather Alerts, Emergency Actions during hot weather operations, and when the unit is offer 
capped to maintain system reliability as a result of limits on transraission capability per Section 
6.4 hereof, and for the 2016/2017 Delivery Year and subsequent Delivery Years for Capacity 
Performance Resources during Hot Weather Alerts, Cold Weather Alerts, Emergency Actions, 
and when the unit is offer capped to maintain system rehability as a result of limits on 
transmission capability per Section 6.4 hereof, the Office ofthe Interconnection shall determine 
the unit-specific achievable operating parameters for each individual unit on the basis of its 
operating design characteristics and other constraints, recognizing that remedial and ongoing 
investment and maintenance may be required to perform on the basis of those characteristics, for 
the following parameters: 

(i) Tum Down Ratio; 

(ii) Minimum Down Tirae; 

(iii) Minimum Run Time; 

(iv) Maximum Daily Starts; 

(v) Maximum Weekly Starts; 

(vi) Maximum Run Time; 

(vii) Start-up Time; and 

(viii) Notification Time. 

These unit-specific values shall apply for the generating unit unless it is operating pursuant to an 
exception from those values under subsection (h) hereof due to operational limitations that 
prevent the unit from raeeting the rainimura pararaeters. Throughout the analysis process, the 
Office of the Interconnection shall consult with the Market Monitoring Unit, and consider any 
input received from the Market Monitoring Unit, in its determination of a unit's unit-specific 
parameter limited schedule values. 

In order to make its determination of the unit-specific pararaeter limited schedule values for a 
unit, the Office of the Interconnection raay request that the Capacity Market Seller provide to it 
and the Market Monitoring Unit certain data and docuraentation as further detailed in the PJM 
Manuals. Once the Office of the Interconnection has made a determination of the unit-specific 
parameter limited schedule values for a unit, those values will remain applicable to the unit until 
such time as the Office of the Intercormection determines that a change is needed based on 
changed operational capabiUties ofthe unit. 
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A Capacity Market Seller that does not believe its generating imit can meet the unit-specific 
values determined by the Office of the Interconnection due to actual operating constraints, and 
who desires to estabUsh adjusted unit-specific parameters for those units may request adjusted 
unit-specific pararaeter limitations. Any such request must be submitted to the Office of the 
Interconnection by no later than the Febmary 28 iraraediately preceding the first Delivery Year 
for which the adjusted unit-specific parameters are requested to conmience. Capacity Market 
Sellers shall supply, for each generating unit, technical information about the operational limits 
to support the requested parameters, as further detailed in the PJM Manuals. The Office of the 
Intercoimection shall consult with the Market Monitoring Unit, and consider any input received 
from the Market Monitoring Unit, m its determination of a unit's request for adjusted unit-
specific parameter limited schedule values. After it has completed its evaluation of the request, 
the Office of the Interconnection shall notify the Capacity Market Seller in writing, with a copy 
to the Market Monitoring Unit, whether the request is approved or denied, by no later than April 
15. The effective date ofthe request, if approved by the Office ofthe Interconnection, shall be no 
earUer than June 1. 

The operational limitations referenced in this section 6.6 shall be (a) physical operational 
limitations based on the operating design characteristics of the unit, or (b) other actual physical 
constraints, including those based on contractual limits, that are not based on the characteristics 
of the unit. In order for a contractual or other actual constraint to be deemed a physical 
constraint that can be reflected in its imit-specific parameter limits for a Generation Capacity 
Resource, the Capacity Market Seller must demonstrate that contractual or other actual 
constraint is not simply an economic decision but a physical restriction that could not be 
rectified among any commercial alternatives actually available to it. 

(c) For the 2014/2015 through 2017/2018 Delivery Years, the following table specifies 
default parameter limited schedule values, by technology type, for generating units, no portion of 
which is connnitted as a Capacity Performance Resource: 
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Parameter 

Small Frame CT and 
Aero CT Units - Up 
to 29 MW ICAP 

Parameter Limited Schedule Matrix 

Minimum Minimum Maximum Maximum Turn Down 
Down Time Run Time Daily Starts Weekly Starts Ratio = 
(Hrs) (Hrs) Economic 

Maximum 
M W / 
Economic 
Minimum MW 

2.0 or Less 2.0 or Less 2 or More 14 or More 1.0 or More 

Medium Frame CT 
and Aero CT Units -
30 MW to 65 MW 
ICAP 

2.0 or Less 3.0 or Less 2 or More 14 or More 1.0 or More 

Medium-Large Frame 3.0 or Less 5.0 or Less 2 or More 14 or More 
CT Units - 65 MW to 
135 MW ICAP 

1.0 or More 

Large Frame CT 
Units- 135MWto 
180 MW ICAP 

4.0 or Less 5.0 or Less 2 or More 14 or More 1.0 or More 

Combined Cycle 
Units 

4.0 or Less 6.0 or Less 2 or More 11 or More 1.5 or More 

Pettoleum and 7.0 or Less 8.0 or Less 1 or More 7 or More 
Natural Gas Steara 
Units-Pre-1985 

3.0 or More 

Petroleum and 3.5 or Less 5.5 or Less 2 or More 11 or More 2.0 or More 
Natural Gas Steara 
Units-Post-1985 

Sub-Critical Coal 
Units 

9.0 or Less 15.0 or Less 1 or More 5 or More 2.0 or More 

Super-Critical Coal 84.0 
Units 

24.0 or Less 1 or More 2 or More 1.5 or More 

(d) For the 2014/2015 through 2017/2018 DeUvery Years, upon receipt of proposed revised 
parameter limited schedule values from the Market Monitoring Unit, prepared in accordance 
with the procedures for periodic review included in section II.B. I of Attachment M - Appendix, 
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the Office ofthe Intercormection shall file to revise the Parameter Limited Schedule Matrix in 
section 6.6(c) above accordingly. In the event that the Office ofthe Intercormection disagrees 
with the values proposed for revising the matrix, the Office ofthe Intercormection shall file the 
values that it determines are appropriate. 

(e) For the 2014/2015 through 2017/2018 Delivery Years, the Market Monitoring Unit shall 
calculate and provide to Market Sellers default values in accordance with section II.B of 
Attachment M - Appendix. The defauh values set forth in the table in subsection (c) above shaU 
apply for the referenced technology types imless a generating unit is operating pursuant to an 
exception from the default values under subsection (h) due to physical operational limitations 
that preveni the unit from meeting the minimum parameters, or any megawatts of the unit are 
committed as a Capacity Performance Resource in which case the unit-specific or adjusted unit-
specific values for the generating unit determined by the Office ofthe Intercormection shall 
apply to all megawatts ofthe generating unit offered into the PJM energy markets. For 
generating units having the ability to operate on multiple fuels, Market Sellers raay submit a 
parameter limited schedule associated with each fuel type. 

(f) For the 2016/2017 Delivery Year and subsequent Delivery Years, the following 
additional parameter limits shall apply for Capacity Perfonnance Resources, other than Capacity 
Storage Resources, subraitted in the Day-ahead Energy Market or rebidding period that occurs 
after the clearing of the Day-ahead Energy Market for the following Operating Day, and for the 
Real-time Energy Market for the same Operating Day, unless the Capacity Market Seller has 
requested for its Capacity Performance Resource, and the Office ofthe Intercormection has 
granted, an adjusted unit-specific start-up and/or notification tirae due to actual operating 
constraints pursuant to the process described in subsection (b) above: 

(i) The combined start-up and notification times shall not exceed 24 hours, 
except when a Hot Weather Alert or Cold Weather Alert has been issued; 

(ii) When a Hot Weather Alert or Cold Weather Alert has been issued, 
corabined start-up and notification tiraes shall not exceed 14 hours; 

(iii) When a Hot Weather Alert or Cold Weather Alert has been issued, 
notification time shall not exceed one hour; and, 

(iv) When a Hot Weather Alert or Cold Weather Alert has been issued, 
parameters shall be based on the actual operational limitations of the 
Capacity Performance Resource for both its market-based schedules and 
cost-based schedules. 

Capacity Storage Resources that clear in a ReliabiUty Pricing Model Auction shall, unless the 
Capacity Market Seller has requested for its Capacity Storage Resource, and the Office ofthe 
Intercormection has granted, an adjusted unit-specific start-up and notification tirae, and/or 
minimum down time, due to actual operating constraints pursuant to the process described in 
subsection (b) above: 
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(i) Have combined start-up and notification times that shall not exceed one 
hour; and, 

(ii) Have a minimum down tirae that shall not exceed one hour. 

(g) For the 2018/2019 and 2019/2020 Delivery Years, the following additional pararaeter 
limits for Base Capacity Resources submitted in the Day-ahead Energy Market or rebidding 
period that occurs after the clearing ofthe Day-ahead Energy Market for the following Operating 
Day, and for the Real-time Energy Market for the same Operating Day, unless the Capacity 
Market Seller has requested for its Base Capacity Resource, and the Office ofthe 
Interconnection has granted, an adjusted unit-specific start-up and/or notification tirae due to 
actual operating constraints pursuant to the process described in subsection (b) above: 

(i) Corabined start-up and notification tiraes shall not exceed 48 hours; 

(ii) When a Hot Weather Alert has been issued, notification time shall not 
exceed one hour; and, 

(iii) When a Hot Weather Alert has been issued, parameters shall be based on 
the actual operational limitations ofthe Base Capacity Resource for both 
its market-based schedules and cost-based schedules. 

(h) If a generating unit is or will become unable to achieve the default or unit-specific values 
detennined by the Office of the Intercormection due to actual operating constraints affecting the 
unh, the Capacity Market Seller of that unit may submit a written request for an exception to the 
application of those values. Exceptions to the parameter limited schedule defauh or unit-specific 
values shall be categorized as either a one-time temporary exception, lasting 30 days or less; a 
period exception, lasting at least 31 days and no more than one year; or a persistent exception, 
lasting for at least one year. 

(i) Temporary Exceptions. A temporary exception shall be deemed accepted 
without prior review by the Market Monitoring Unit or the Office ofthe 
Intercormection upon submission by the Market Seller ofthe generating unit of 
written notification to the Market Monitoring Unit and the Office ofthe 
Intercormection, at least one business day prior to the commencement of the 
exception, and shall automatically commence and terminate on the dates specified 
in such notification, which must be for a period oftime lasting 30 days or less, 
unless the termination date is extended pending a request for a period exception or 
shortened due to a change in the physical conditions ofthe unit such that the 
temporary exception is no longer required. Such Market Seller shall provide to the 
Market Monitoring Unit and the Office ofthe Intercormection within three days 
following the commenceraent ofthe temporary exception its documentation 
explaining in detail the reasons for the temporary exception, and shall also 
respond to addhional requests for information from the Market Monitoring Unit 
and the Office ofthe Intercormection within three business days after such 
request. Failure to provide a timely response to such request for additional 
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information shall cause the temporary exception to terminate the following day. 
The Market Seller shall notify the Office of the Intercormection and the Market 
Monitoring Unit in writing of an early termination of a temporary exception due 
to changed physical conditions by no later than one business day prior to the early 
termination date. A temporary exception may only be requested one-time for the 
same physical or actual constraint since an operational constraint that may occur 
more than once should be the subject of a period exception request rather than 
multiple temporary exception requests. 

In addition, if a Market SeUer is unaware of the need for a period exception prior 
to the Febmary 28 deadline for submitting such requests, the Market Seller raay 
utilize the temporary exception process and seek to modify that exception 
pursuant to the process described below. 

Modification of Temporary Exceptions. If, prior to the scheduled tennination date 
the Market Seller determines that the temporary exception must persist for more 
than 30 days and the Market Seller wants to extend the period for which the 
exception applies, or if a Market Seller is unaware of the need for a period or 
persistent exception prior to the Febmary 28 deadline for submitting such requests 
and the Market SeUer has submitted a temporary exception request, it must submit 
to the Market Monitoring Unit and the Office of the Intercoimection a written 
request to modify the temporary exception to become a period exception or a 
persistent exception, and provide detailed documentation explaining the reasons 
for the requested raodification of the teraporary exception. Market Sellers shall 
supply for each generating unit the required historical unit operating data in 
support of the period or persistent exception request, and if the exception 
requested is based on new physical operating liraits for the unit for which some or 
all historical operating data is unavailable, the Market Seller may also submit 
technical information about the physical operational limits of the unit to support 
the requested parameters. Such Market Seller shall respond to additional requests 
for information from the Market Monitoring Unit and the Office of the 
Intercormection within three business days after such request. Such request shall 
be reviewed by the Market Monitoring Unit and must be evaluated by the Office 
of the Intercoimection using the same standard utilized to evaluate period 
exception and persistent exception requests. Per Section II.B of Attachment M-
Appendix, the Market Monitoring Unit shall evaluate the modification request 
and provide its deterraination of whether the request raises market power 
concems, and, if so, any modifications that would alleviate those concerns, to the 
Market Seller, with a copy to Office of the Interconnection, by no later than 15 
business days from the date of the modification request. The Office of the 
Intercormection shall provide its determination whether the request complies with 
the Tariff and Manuals by no later than 20 business days frora the date of the 
modification request. A temporary exception shall be extended and shall not 
terminate until the date on which the Office of the Intercormection issues its 
determination ofthe modification request. 
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(ii) Period Exceptions and Persistent Exceptions. Market Sellers must submit 
period exception and persistent exception requests to the Market Monitoring Unit 
and the Office ofthe Intercormection by no later than the Febmary 28 
inunediately preceding the twelve raonth period frora June 1 to May 31 during 
which the exception is requested to commence. Market Sellers shall supply for 
each generating unit the required historical unit operating data in support ofthe 
period exception or persistent exception request, and if the exception requested is 
based on new physical operational limits for the unit for which some or all 
historical operating data is unavailable, the generating unit may also submit 
technical information about the physical operational limits for exceptions ofthe 
unit to support the requested pararaeters. The Market Monitoring Unit shall 
evaluate such request in accordance with the process set forth in Section II.B of 
Attachment M - Appendix. A Market Seller (i) must submit a parameter liraited 
schedule value consistent with an agreement with the Market Monitoring Unit 
under such process or (ii) if it has not agreed with the Market Monitoring Unit on 
the parameter limited schedule value, may submit its own value to the Office of 
the Interconnection and to the Market Monitoring Unit, by no later than April 8. 
Each exception request must indicate the expected duration ofthe requested 
exception including the tennination date thereof. The proposed parameter liraited 
schedule value subraitted by the Market Seller is subject to approval ofthe Office 
ofthe Intercoimection pursuant to the requirements ofthe Tariff and the PJM 
Manuals. The Office ofthe Intercormection may engage the services ofa 
consultant with technical expertise to evaluate the exception request. After it has 
corapleted its evaluation ofthe exception request, the Office ofthe 
Intercormection shall notify the Market Seller in writing, with a copy to the 
Market Monitoring Unit, whether the exception request is approved or denied, by 
no later than April 15. The effective date ofthe exception, if approved by the 
Office ofthe Intercormection, shall be no earlier than June 1 ofthe applicable 
Delivery Year. The Office ofthe Intercormection's determination for an 
exception shall continue for the period requested and, if requested, for such longer 
period as the Office ofthe Intercormection may determine is supported by the 
data. 

The Market Seller shall provide written notification to the Market Monitoring 
Unit and the Office ofthe Intercormection of a material change to the facts relied 
upon by the Market Monitoring Unit and/or the Office ofthe Interconnection in 
their evaluations ofthe Market Seller's request for a period or persistent 
exception. The Market Monitoring Unit shaU provide written notification to the 
Office ofthe Intercormection and the Market Seller of any change to its 
determination regarding the exception request, based on the material change in 
facts, by no later than 15 business days after receipt of such notice. The Office of 
the Intercormection shall notify the Market Seller in writing, with a copy to the 
Market Monitoring Unit, of any change to its determination regarding the 
exception request, based on the raaterial change in facts, by no later than 20 
business days after receipt ofthe Market Seller's notice. If the Office ofthe 
Interconnection deterraines that the exception no longer complies with the Tariff 
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or Manuals, the following parameter values shall apply to all megawatts ofthe 
generating unit offered into the PJM energy markets: 

(1) for generating units for which no raegawatts ofthe unit are commited as 
Capacity Perfonnance Resources the default values specified in the Parameter Limited 
Schedule Mattix shall apply for the 2016/2017 through 2017/2018 Delivery years, 

(2) for generating units for which any megawatts ofthe unit are comraitted as 
a Base Capacity Resource and no megawatts are committed as a Capacity Performance 
Resource, and for which no adjusted unit-specific values have been approved by PJM, the 
Base Capacity Resource unit-specific values determined by PJM shall apply for the 
2018/2019 and 2019/2020 Delivery Years, 

(3) for generating units for which any raegawatts ofthe unit are committed as 
a Capacity Performance Resource, but for which no adjusted unit-specific values have 
been approved by PJM, the Capacity Performance Resource unit-specific values 
determined by PJM shall apply for the 2016/2017 Delivery Year and subsequent Delivery 
Years, 

(4) for generating units for which any raegawatts ofthe unit are committed as 
a Base Capacity Resource and no megawatts are comraitted as a Capacity Performance 
Resource, and for which adjusted unit-specific values have been approved by PJM, the 
Base Capacity Resource adjusted unit-specific values shall apply for the 2018/2019 and 
2019/2020 Delivery Years, and 

(5) for generating units for which any raegawatts ofthe unit are committed as 
a Capacity Perfonnance Resource and for which adjusted unit-specific values have been 
approved by PJM, the Capacity Performance Resource adjusted unit-specific values shall 
apply for the 2016/2017 Delivery Year and subsequent Delivery Years. 

(i) Notwithstanding the foregoing, the provisions of this Section 6.6 shall only pertain to the 
Offer Data a Market Seller must submit to the Office ofthe Intercormection for its offers into the 
Day-ahead Energy Market, rebidding period that occurs after the clearing ofthe Day-ahead 
Energy Market and Real-time Energy Market, and do not affect or change in any way a 
Generation Owner's obligation under NERC Reliability Standards to notify the Office ofthe 
Interconnection of its actual or expected actual physical operating conditions during the 
Operating Day. 

(i) Notwithstanding anything contrary herein, the unit-specific parameters, adjusted unit-
specific parameters or exception to parameter liraited schedule values determined by the Office 
ofthe Interconnection for a generating unit shall be applicable to that generating unit regardless 
whether there is a change in the owner, operator or Market Seller ofthe unit because the 
pararaeter limited schedule values for the unit are detemiined based on the physical limitations of 
the unit, which should not change merely based on a change in owners, operator or Market 
Seller. Because parameter limited schedule values attach to the generating unit and are not 
owned by a Market Seller ofthe unit, when there are multiple owners or Market Sellers for a 
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generating unit, all owners and Market Sellers shall be bound by the unit-specific pararaeters, 
adjusted urut-specific pararaeters or exception to parameter liraited schedule values determined 
by the Office ofthe Intercormection for the unit. 

(k) The provisions of this section 6.6 only apply to Generation Capacity Resources, 
and not to Energy Resources. 
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6A.1 [Reserved For Future Use] 
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6A.2 [Reserved For Future Use] 
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7. FINANCIAL TRANSMISSION RIGHTS AUCTIONS 
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7.1 Auctions of Financial Transmission Rights. 

Armual, periodic and long-terra auctions to allow Market Participants to acquire or sell Financial 
Transmission Rights shall be conducted by the Office of the Interconnection in accordance with 
the provisions of this Section. PJMSettlement shall be the Counterparty to the purchases and 
sales of Financial Transmission Rights arising from such auctions; provided however, that 
PJMSettlement shall not be a conttacting party to any subsequent bilateral transfer of Financial 
Transmission Rights between Market Participants. The conversion of an Auction Revenue Right 
to a Financial Transmission Right pursuant to this section 7 shall not constitute a purchase or sale 
transaction to which PJMSettlement is a conttacting party. 

7.1.1 Auction Period and Scope of Auctions. 

(a) The periods covered by auctions shall be: (1) the one-year period begirming the month 
after the final round of an annual auction; (2) any single calendar raonth period remaining in the 
Plarming Period that is within the three, or less, month period iraraediately following the raonth 
that the monthly auction is conducted; (3) any Planning Period Quarter remaining in the Plarming 
Period following the month that the monthly auction is conducted; and (4) the Planning Period 
Balance. In addition to the period defined in (2) of this subsection, only one ofthe periods 
defined in (3) or (4) of this subsection will be included in the raonthly auction clearing until the 
Office ofthe Intercormection determines that both ofthe periods defined in (3) and (4) can be 
solved simultaneously in the same monthly auction process within the timefrarae specified in 
Section 7.3.7. With the exception of FTRs allocated pursuant to Section 5.2.2 (e) of this 
Schedule and the Financial Transraission Rights awarded as a result ofthe exercise ofthe 
conversion option pursuant to Section 7.1.1(b) of this Schedule, in the armual auction, the Office 
ofthe Interconnection, on behalf of PJMSettlement, shall offer for sale the entire Financial 
Transmission Rights capability for the year in four rounds with 25 percent ofthe capability 
offered in each round. In the monthly auction, the Office ofthe Intercormection, on behalf of 
PJMSettlement, shall offer for sale in the auction any remaining Financial Transmission Rights 
capability for the months remaining in the Plarming Period after taking into account all ofthe 
Financial Transmission Rights already outstanding at the time ofthe auction. In addition, any 
holder ofa Financial Transmission Right for the period covered by an auction may offer such 
Financial Transmission Right for sale in such auction. On-Peak, off-peak and 24-hour FTRs will 
be offered in the armual and monthly auctions. FTRs will be offered as Financial Transmission 
Right Obligations and Financial Transraission Right Options, provided that such Financial 
Transmission Right Obligations and Financial Transmission Right Options shall be awarded 
based only on the residual system capability that remains after the allocation of Financial 
Transmission Rights pursuant to Section 5.2.2(e) and the award of Financial Transraission Rights 
pursuant to Section 7.1.1(b) of this Schedule. Market Participants may bid for and acquire any 
number of Financial Transmission Rights, provided that all Financial Transmission Rights 
awarded are siraultaneously feasible with each other and with all Financial Transraission Rights 
outstanding at the tirae ofthe auction and not sold into the auction. An ARR holder may self-
schedule an FTR on the sarae path in the Armual FTR auction according to the mles described in 
the PJM Manuals. 
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(b) An Auction Revenue Rights holder may convert Auction Revenue Rights to Financial 
Transmission Rights, and such conversion shall not be considered a purchase or sale of Financial 
Transraission Rights in the auction. Such Financial Transraission Rights raust (i) have the same 
source and sink points as the Auction Revenue Rights; (ii) be a 24-hour product; and (Ui) be 
Financial Transmission Right Obligations. The Auction Revenue Rights holder must inform the 
Office ofthe Intercormection in accordance with the procedures established by the Office ofthe 
Intercormection that it intends to exercise the conversion option prior to close of round one ofthe 
armual Financial Transraission Rights auction. Once the conversion option is exercised, it will 
remain in effect for the entire Financial Transmission Rights auction. The Office ofthe 
Interconnection will designate twenty-five percent ofthe megawatt amount ofthe Auction 
Revenue Rights to be converted as price-taker bids in each ofthe four rounds ofthe Financial 
Transmission Rights auction. An Auction Revenue Rights holder that converts its Auction 
Revenue Rights may not designate a price bid for its converted Financial Transmission Rights 
and will receive a price equal to the clearing price set by other bids in the annual Financial 
Transmission Right auction. To the extent a market participant seeks to obtain FTRs in the 
armual auction through such conversion, the FTRs sought will not be included in the calculation 
of such market participant's credit requirement for such armual FTR auction. 

7.1.2 Frequency and Time of Auctions. 

Subject to Section 7.1.1 of this Schedule, armual Financial Transmission Rights auctions shall 
offer the entire FTR capability ofthe PJM system in four rounds with 25 percent ofthe 
capability offered in each round. All four rounds ofthe armual Financial Transraission Rights 
auction shall occur within the two-raonth period (April - May) preceding the start of the PJM 
Plarming Period. Each round shall occur over five business days and shall be conducted 
sequentially. Each round shall begki with the bid and offer period. The bid and offer period for 
annual Financial Transmission Rights auctions shall be open for three consecutive business days, 
opening the first day at 12:00 midnight (Eastem Prevailing Time) and closing the third day at 
5:00 p.m. (Eastem Prevailing Time). Monthly Financial Transraission Rights auctions shall be 
held each month. The bid and offer period for monthly Financial Transraission Rights auctions 
shall be open for three consecutive business days in the month preceding the first month for 
which Financial Transmission Rights are being auctioned, opening the first day at 12:00 
midnight (Eastem Prevailing Time) and closing the third day at 5:00 p.m. (Eastem Prevailing 
Time). 

7.1.3 Duration of Financial Transmission Rights. 

Each Financial Transraission Right acquired in a Financial Transmission Rights auction shall 
entitle the holder to credits of Transraission Congestion Charges for the period that was specified 
in the conesponding auction. 

Each Financial Transraission Right acquired in a Financial Transmission Rights auction shall 
entitle the holder to credits of Transraission Congestion Charges for the period that was specified 
in the conesponding auction. 
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7.1A Long-Term Financial Transmission Rights Auctions. 

7.1A.1 Auctions. 

(i) Subsequent to each aimual Financial Transmission Rights auction conducted pursuant to 
Section 7.1 of Schedule 1 of this Agreeraent, the Office ofthe Interconnection shall conduct a 
long-term Financial Transmission Rights auction for the three consecutive Plarming Periods 
iraraediately subsequent to the Plarming Period during which the long-term Financial 
Transmission Rights auction is conducted. PJMSettlement shall be the Counterparty to the 
purchases and sales of Financial Transmission Rights arising frora such long-term FTR auctions, 
provided however, that PJMSettlement shall not be a conttacting party to any subsequent 
bilateral transfers of Financial Transraission Rights between Market Participants. The 
conversion of an Auction Revenue Right to a Financial Transmission Right pursuant to this 
section 7 shall not constitute a purchase or sale transaction to which PJMSettlement is a 
conttacting party. 

(ii) The capacity offered for sale in long-terra Financial Transraission Rights auctions shall 
be the residual system capability after the Annual Auction Revenue Rights allocations and the 
armual Financial Transmission Rights auction. In determining the residual capability the Office 
ofthe Intercormection shall assume that all Auction Revenue Rights allocated in the iraraediately 
prior armual Auction Revenue Rights allocation process are self-scheduled into Financial 
Transraission Rights, which shall be modeled as fixed injections and withdrawals In the long-
term Financial Transraission Rights auction. 

7.1A.2 Frequency and Timing. 

The long-terra Financial Transraission Rights auction process shall consist of three rounds. The 
first round shall be conducted by the Office ofthe Intercormection approximately 11 months 
prior to the start ofthe three Planning Period term covered by the relevant long-term Financial 
Transmission Rights auction. The second round shall be conducted approximately 3 months 
after the first round, and the third round shall be conducted approximately 3 months after the 
second round. In each round 1/3 of total capacity available in the long-term Financial 
Transmission Rights auction shall be offered for sale. Eligible entities may submit bids to 
purchase and offers to sell Financial Transmission Rights at the start ofthe bidding period in 
each round. The bidding period shall be three business days ending at 5:00 p.m. on the last day. 
PJM performs the Financial Transmission Rights auction clearing analysis for each round and 
posts the auction results on the market user interface within five business days after the ciose of 
the bidding period for each round unless circurastances beyond PJM's conttol prevent PJM from 
meeting the applicable deadline. Under such circumstances, PJM will post the auction results at 
the earliest possible opportunity. If the Office ofthe Intercormection discovers an enor in the 
results posted for a long-term Financial Transmission Rights auction, the Office ofthe 
Intercormection shall notify Market Participants ofthe enor as soon as possible after it is found, 
but in no event later than 5:00 p.m. ofthe business day iraraediately following the inhial 
publication ofthe resuhs for that auction. After this initial notification, if the Office ofthe 
Intercormection determines it is necessary to post modified auction results, it shall provide 
notification of its intent to do so, together with all available supporting documentation, by no 
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later than 5:00 p.m. ofthe second business day following the initial publication of prices for that 
auction. Thereafter, the Office ofthe Intercormection must post the conected prices by no later 
than 5:00 p.m. ofthe fourth calendar day following the initial publication of prices in the auction. 
Should any ofthe above deadlines pass without the associated action on the part ofthe Office of 
the Interconnection, the originally posted results will be considered final. Notwithstanding the 
foregoing, the deadlines set forth above shall not apply if the referenced auction resuhs are under 
publicly noticed review by the FERC. 

7.1A.3 Products. 

(i) The periods covered by long-term Financial Transmission Rights auctions shall be: (1) 
any single Plarming Period within the three Plarming Period terra covered by the relevant 
auction; and (2) the three Plarming Period term covered by the relevant auction. 

(ii) On-Peak, off-peak and 24-hour Financial Transmission Rights obligations, as defined in 
Section 7.3.4 of Schedule 1 of this Agreement, shall be offered in long-term Financial 
Transraission Rights auctions; Financial Transraission Rights options shall not be offered. 

7.1A.4 Participation Eligibility. 

(i) To participate in long-term Financial Transraission Rights auctions an entity shall be a 
PJM Member or a PJM Transraission Customer. Eligible entities raay submit bids or offers in 
long-term Financial Transraission Rights auctions, provided they own Financial Transmission 
Rights offered for sale. 

7.1A.5 Specified Receipt and Delivery Points. 

The Office ofthe Interconnection will post a list of available receipt and delivery points for each 
long-terra Financial Transmission Rights Auction. Eligible receipt and delivery points in long-
terra Financial Transraission Rights Auctions shall be liraited to the posted available hubs. 
Zones, aggregates, generators, and Interface Pricing Points. 
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7.2 Financial Transmission Rights Characteristics. 

7.2.1 ReconHguration of Financial Transmission Rights. 

Through an appropriate linear prograraraing raodel, the Office of the Intercormection shall 
reconfigure the Financial Transmission Rights offered or otherwise available for sale in any 
auction to maximize the value to the bidders ofthe Financial Transmission Rights sold, provided 
that any Financial Transmission Rights acquired at auction shall be siraultaneously feasible in 
corabination with those Financial Transmission Rights outstanding at the tirae ofthe auction and 
not sold in the auction. The linear programming model shall, while respecting transmission 
constraints and the raaxiraura MW quantities of the bids and offers, select the set of 
siraultaneously feasible Financial Transraission Rights with the highest net total auction value as 
determined by the bids of buyers and taking into account the reservation prices ofthe sellers. 

7.2.2 Specified Receipt and Delivery Points. 

The Office of the Interconnection will post the list of available receipt and deUvery points for 
each Financial Transraission Rights Auction before the start of the bidding window. Auction 
bids for annual Financial Transraission Rights ObUgations may specify as receipt and delivery 
points any combination of available hubs. Zones, aggregates, generators, and Interface Pricing 
Points. Auction bids for annual Financial Transmission Rights Options may specify as receipt 
and delivery points such corabination of available hubs. Zones, aggregates, generators, and 
Interface Pricing Points as the Office of the Interconnection shall allow from time to time as set 
forth in PJM Manual 06: Financial Transmission Rights. Auction bids for Financial 
Transmission Rights submitted in the monthly auctions may specify as receipt and delivery 
points any combination of available hubs, Zones, aggregates, generators, and Interface Pricing 
Points for bids that cover any month beyond the next month, including bids that cover Plarming 
Period Quarters or the Planning Period Balance. Auction bids for Financial Transmission Rights 
subraitted in the monthly auctions that cover the single calendar month period iraraediately 
following the month in which the monthly auction is conducted may specify any combination of 
available receipt and deUvery buses represented in the State Estimator raodel for which the 
Office ofthe Intercormection calculates and posts Locational Marginal Prices. Auction bids may 
specify available receipt and delivery points from locations outside of the PJM Region to 
locations inside such region, from locations within the PJM Region to locations outside such 
region, or to and from locations within the PJM Region. 

7.2.3 Transmission Congestion Charges. 

Financial Transraission Rights shall entitle holders thereof to credits only for Transraission 
Congestion Charges, and shall not confer a right to credits for payraents arising from or relating 
to transmission congestion raade to any entity other than PJMSettleraent. 
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7.3 Auction Procedures. 

7.3.1 Role of the Office of the Interconnection. 

Financial Transmission Rights auctions shall be conducted by the Office of the Intercormection 
in accordance with standards and procedures set forth in the PJM Manuals, such standards and 
procedures to be consistent with the requirements of this Schedule. PJMSettlement shall be the 
Counterparty to the purchases and sales of Financial Transmission Rights arising frora such 
auctions, provided however, that PJMSettlement shall not be a contracting party to any 
subsequent bUateral ttansfers of Financial Transmission Rights between Market Participants. 
The conversion of an Auction Revenue Right to a Financial Transmission Right pursuant to this 
section 7 shall not constitute a purchase or sale transaction to which PJMSettlement is a 
contracting party. Financial Transmission Rights auctions conducted to liquidate a defaulting 
Merabers' Financial Transmission Rights portfolio shall be conducted by the Office ofthe 
Interconnection in accordance with the procedures set forth in the Section 7.3.9 herein and with 
the standards and procedures set forth in the PJM Manuals. 

7.3.2 Notice of Offer. 

A holder ofa Financial Transmission Right wishing to offer the Financial Transmission Right for 
sale shall notify the Office ofthe Intercormection of any Financial Transraission Rights to be 
offered. Each Financial Transmission Right sold in an auction shall, at the end ofthe period for 
which the Financial Transmission Rights were auctioned, revert to the offering holder or the 
entity to which the offering holder has ttansfened such Financial Transmission Right, subject to 
the term ofthe Financial Transraission Right itself and to the right of such holder or ttansferee to 
offer the Financial Transmission Right in the next or any subsequent auction during the term of 
the Financial Transmission Right. 

7.3.3 Pending Applications for Firm Service. 

(a) [Reserved.] 

(b) Financial Transmission Rights raay be assigned to entities requesting Network 
Transmission Service or Firm Point-to-Point Transmission Service pursuant to Section 5.2.2 (e), 
only if such Financial Transmission Rights are simultaneously feasible with all outstanding 
Financial Transraission Rights, including Financial Transmission Rights effective for the then-
cunent auction period. If an assignment of Financial Transraission Rights pursuant to a pending 
application for Network Transmission Service or Firm Point-to-Point Transraission Service 
carmot be completed prior to an auction, Financial Transmission Rights attributable to such 
transmission service shall not be assigned for the then-cunent auction period. If a Financial 
Transmission Right carmot be assigned for this reason, the appUcant may withdraw its 
application, or request that the Financial Transmission Right be assigned effective with the start 
ofthe next auction period. 

7.3.4 On-Peak, Off-Peak and 24-Hour Periods. 
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On-peak, off-peak and 24-hour FTRs will be offered in the annual and monthly auction. On-Peak 
Financial Transmission Rights shall cover the periods from 7:00 a.m. up to the hour ending at 
11:00 p.m. on Mondays through Fridays, except holidays as defined in the PJM Manuals. Off-
Peak Financial Transraission Rights shall cover the periods from 11:00 p.m. up to the hour 
ending 7:00 a.m. on Mondays through Fridays and all hours on Saturdays, Sundays, and holidays 
as defined in the PJM Manuals. The 24-hour period shall cover the period from hour ending 
1:00 a.m. to the hour ending 12:00 midnight on all days. Each bid shall specify whether it is for 
an on-peak, off-peak, or 24-hoiir period. 

7.3.5 Offers and Bids. 

(a) Offers to sell and bids to purchase Financial Transmission Rights shall be submitted 
during the period set forth in Section 7.1.2, and shall be in the form specified by the Office ofthe 
Interconnection in accordance with the requirements set forth below. 

(b) Offers to sell shall identify the specific Financial Transmission Right, by term, megawatt 
quantity and receipt and delivery points, offered for sale. An offer to sell a specified megawatt 
quantity of Financial Transmission Rights shall constitute an offer to sell a quantity of Financial 
Transmission Rights equal to or less than the specified quantity. An offer to sell may not 
specify a minimum quantity being offered. Each offer may specify a reservation price, below 
which the offeror does not wish to sell the Financial Transmission Right. Offers submitted by 
entities holding rights to Financial Transmission Rights shall be subject to such reasonable 
standards for the verification ofthe rights ofthe offeror as may be established by the Office of 
the Intercormection. Offers shall be subject to such reasonable standards for the creditworthiness 
ofthe offer or for the posting of security for performance as the Office ofthe Intercormection 
shall establish. 

(c) Bids to purchase shall specify the term, megawatt quantity, price per megawatt, and 
receipt and delivery points of the Financial Transmission Right that the bidder wishes to 
purchase. A bid to purchase a specified megawatt quantity of Financial Transmission Rights 
shall constitute a bid to purchase a quantity of Financial Transmission Rights equal to or less 
than the specified quantity. A bid to purchase may not specify a miniraum quantity that the 
bidder wishes to purchase. A bid may specify receipt and delivery points in accordance with 
Section 7.2.2 and may include Financial Transmission Rights for which the associated 
Transmission Congestion Credits may have negative values. Bids shall be subject to such 
reasonable standards for the creditworthiness ofthe bidder or for the posting of security for 
perfonnance as the Office ofthe Intercormection shall establish. 

(d) Bids and offers shall be specified to the nearest tenth ofa megawatt and shall be greater 
than zero. The Office ofthe Interconnection may require that a market participant shall not 
submit in excess of 5000 bids and offers for any single monthly auction, or for any single round 
ofthe armual auction, when the Office ofthe Intercormection determines that such limit is 
required to avoid or raitigate significant systera perfonnance problems related to bid/offer 
volurae. Notice ofthe need to impose such limit shall be provided prior to the start ofthe 
bidding period if possible. Where such notice is provided after the start ofthe bidding period. 
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market participants shall be required within one day to reduce their bids and offers for such 
auction below 5000, and the bidding period in such cases shall be extended by one day. 

7.3.6 Determination of Winning Bids and Clearing Price. 

(a) At the close of each bidding period, the Office ofthe Interconnection will create a base 
Financial Transmission Rights power flow model that includes all outstanding Financial 
Transmission Rights that have been approved and confirmed for any portion ofthe month for 
which the auction was conducted and that were not offered for sale in the auction. The base 
Financial Transmission Rights raodel also will include estiraated uncompensated parallel flows 
into each interface point ofthe PJM Region and estimated scheduled transmission outages. 

(b) In accordance with the requireraents of Section 7.5 of this Schedule and subject to all 
applicable transmission constraints and reliability requirements, the Office ofthe Interconnection 
shall determine the simultaneous feasibility of all outstanding Financial Transmission Rights not 
offered for sale in the auction and of all Financial Transmission Rights that could be awarded in 
the auction for which bids were submitted. The winning bids shall be determined from an 
appropriate linear programming raodel that, while respecting transmission consttaints and the 
maximum MW quantities ofthe bids and offers, selects the set of simultaneously feasible 
Financial Transmission Rights with the highest net totai auction value as determined by the bids 
of buyers and taking into account the reservation prices ofthe sellers. In the event that there are 
two or more identical bids for the selected Financial Transmission Rights and there are 
insufficient Financial Transmission Rights to accommodate all ofthe identical bids, then each 
such bidder will receive a pro rata share ofthe Financial Transmission Rights that can be 
awarded. 

(c) Financial Transmission Rights shall be sold at the market-clearing price for Financial 
Transmission Rights between specified pairs of receipt and delivery points, as determined by the 
bid value ofthe marginal Financial Transmission Right that could not be awarded because it 
would not be simultaneously feasible. The linear programming model shall deterraine the 
clearing prices of all Financial Transmission Rights paths based on the bid value ofthe marginal 
Financial Transmission Rights, which are those Financial Transmission Rights with the highest 
bid values that could not be awarded fully because they were not simultaneously feasible, and 
based on the flow sensitivities of each Financial Transmission Rights path relative to the 
marginal Financial Transmission Rights paths flow sensitivities on the binding ttansmission 
constraints. Financial Transmission Rights with a zero clearing price will only be awarded if 
there is a rainimura of one binding constraint in the auction period for which the Financial 
Transmission Rights path sensitivity is non-zero. 

7.3.7 Announcement of Winners and Prices. 

Within two (2) business days after the close ofthe bid and offer period for an armual Financial 
Transmission Rights auction round, and within five (5) business days after the close ofthe bid 
and offer period for a monthly Financial Transmission Rights auction, the Office ofthe 
Interconnection shall post the wirming bidders, the megawatt quantity, the term and the receipt 
and delivery points for each Financial Transmission Right awarded in the auction and the price at 
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which each Financial Transmission Right was awarded unless chcumstances beyond PJM's 
control prevent PJM frora meeting the applicable deadline. Under such circumstances, PJM will 
post the auction resuhs at the earliest possible opportunity. The Office ofthe Interconnection 
shall not disclose the price specified in any bid to purchase or the reservation price specified in 
any offer to sell. If the Office ofthe Intercormection discovers an enor in the results posted for a 
Financial Transmission Rights auction (or a given round ofthe armual Financial Transmission 
Rights auction), the Office ofthe Intercormection shall notify Market Participants ofthe error as 
soon as possible after it is found, but in no event later than 5:00 p.m. ofthe business day 
following the initial publication ofthe results ofthe auction or round ofthe armual auction. 
After this initial notification, if the Office ofthe Intercormection determines that it is necessary to 
post modified results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. ofthe second business day following the 
initial publication ofthe resuhs of that auction or round ofthe armual auction. Thereafter, the 
Office ofthe Intercormection must post any conected resuhs by no later than 5:00 p.m. ofthe 
fourth calendar day foUowing the initial publication ofthe results ofthe auction or round ofthe 
armual auction. Should any of the above deadlines pass without the associated action on the part 
ofthe Office ofthe Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
auction results are under publicly noticed review by the FERC. 

7.3.8 Auction Settlements. 

All buyers and sellers of Financial Transmission Rights between the same points of receipt and 
delivery shall pay PJMSettlement or be paid by PJMSettlement the market-clearing price, as 
deterrained in the auction, for such Financial Transraission Rights. 

7.3.9 Liquidation of Financial Transmission Rights in the Event of Member Default. 

In the event a Meraber fails to meet creditworthiness requirements or make timely payments 
when due pursuant to the PJM Operating Agreement or PJM Tariff, the Office ofthe 
Interconnection shall, as soon as practicable after such default is declared, initiate the following 
procedures to close out and liquidate the Financial Transmission Rights of a Meraber: 

a) The Office ofthe Intercormection shall close out the defaulting Member's poshions as of 
the date of its default, by unilaterally accelerating and terminating all forward Financial 
Transmission Rights positions. 

b) The Office ofthe Interconnection shall post on its website all salient information relating 
to the closed out portfolio of Financial Transraission Rights. 

c) All cunent plarming period Financial Transmission Right positions within the defaulting 
Members' Financial Transmission Right portfolio will be offered for sale in the next available 
monthly balance of plarming period Financial Transraission Rights auction at an offer price 
designed to maximize the likelihood of liquidation of those positions. 
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d) Financial Transmission Rights positions that do not settle until the next or subsequent 
plarming period will be offered into the next available Financial Transmission Rights auction 
(taking Into account timing consttaints and the need for an orderly liquidation) where, based on 
the Office of Intercormection's commercially reasonable expectation, such positions would be 
expected to clear. In the event that the next scheduled Financial Transmission Rights 
auction is more than two (2) months subsequent to the date that the Office ofthe Interconnection 
declares a Member in defauh, a specially scheduled Financial Transmission Rights auction may 
be conducted by the Office ofthe Intercormection. The entire portfolio ofthe defaulting 
Member's Financial Transmission Rights will be offered for sale at an offer price designed to 
maximize the likelihood of liquidation of those positions. 

e) The Financial Transmission Right positions coraprising the defaulting Member's 
portfolio that are liquidated in a Financial Transmission Rights auction should avoid setting the 
price in the auction at the bid prices with which they were initially submitted. In the event that 
any ofthe closed out Financial Transmission Rights would set price based on the auction's 
preliminary solution, then only one-half of each Financial Transmission Rights position will be 
offered for sale and the auction will be re-executed. In the event that any Financial Transmission 
Rights position that has been closed out once again sets price, then all Financial Transmission 
Rights scheduled to be liquidated will be removed from the affected auction and the auction will 
be re-executed excluding the closed out Financial Transraission Right positions. Financial 
Transmission Right positions that are not liquidated will then be offered in the next available 
auction or specially scheduled auction, as appropriate. 

f) The liquidation ofthe defaulting Members' Financial Transmission Rights portfolio 
pursuant to the foregoing procedures shall result in a final liquidated settlement amount. The 
final liquidated settlement amount will be included in calculating a Defauh Allocation 
Assessment as described in Section 15.1.2A(I) ofthe PJM Operating Agreement. If the Office of 
the Intercormection is unable to close out and liquidate a Financial Transmission Rights position 
under the foregoing procedures, the close out shall be deemed void and the defaulting Member 
shall remain liable for the full final value of its default, such full final value being realized at the 
normal time for performance ofthe Financial Transraission Rights position. 

In all other respects, Financial Transmission Rights terminated pursuant to this section shall be 
liquidated pursuant to the appropriate provisions and procedures set forth in the PJM Manuals. 
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7.4 Allocation of Auction Revenues. 

7.4.1 Eligibility. 

(a) Armual auction revenues, net of payments to entities selling Financial Transmission 
Rights into the auction, shall be allocated among holders of Auction Revenue Rights in 
proportion to, but not raore than, the Target Allocation of Auction Revenue Rights Credits for 
the holder. 

(b) Auction Revenue Rights Credits will be calculated based upon the clearing price results 
ofthe applicable Annual Financiai Transmission Rights auction. 

(c) Monthly and Balance of Plarming Period FTR auction revenues, net of payments to 
entities selling Financial Transmission Rights into the auction, shall be allocated according to the 
following priority schedule: 

(i) To stage 1 and 2 Auction Revenue Rights holders in accordance with 
section 7.4.4 of Schedule 1 of this Agreeraent. If there are excess revenues 
reraaining after a distribution raade pursuant to this subsection, such revenues 
shall be distributed in accordance with subsection (c)(ii) of this section; 

(ii) To the Residual Auction Revenue Rights holders in proportion to, but not 
more than their Target Allocation as determined pursuant to section 7.4.3(b) of 
Schedule 1 of this Agreement. If there are excess revenues remaining after a 
distribution raade pursuant to this subsection, such revenues shall be distributed in 
accordance with subsection (c)(iii) of this section; 

(iii) To FTR Holders in accordance with section 5.2.6 of Schedule 1 of this 
Agreement. 

(d) Long-terra FTR auction revenues associated with FTRs that cover individual Plarming 
Periods shall be distributed in the Planning Period for which the FTR is effective. Long-term 
FTR auction revenues associated with FTRs that cover multiple Planning Years shall be 
distributed equally across each Plarming Period in the effective terra ofthe FTR. Long-term 
FTR auction revenue distributions within a Planning Period shall be in accordance with the 
following provisions: 

(i) Long-term FTR Auction revenues shall be distributed to Auction Revenue 
Rights holders in the effective Planning Period for the FTR. The distribution shall 
be in proportion to the economic value ofthe ARRs when compared to the annual 
FTR auction clearing prices from each round proportionately. The distribution 
shall not exceed, when added to the distribution of revenues frora the prompt-year 
armual FTR auction itself, the economic value ofthe ARRs when compared to the 
annual FTR auction clearing prices from each round proportionately. 
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(ii) Long-term FTR auction revenues reraaining after distributions raade 
pursuant to Section 7.4.1(d)(ii) of Schedule 1 of this Agreement shall be 
distributed pursuant to Section 5.2.6 of Schedule 1 of this Agreeraent. 

7.4.2 Auction Revenue Rights. 

(a) Prior to the end of each PJM Planning Period an armual allocation of Auction Revenue 
Rights for the next PJM Plarming Period shall be performed using a two stage allocation process. 
Stage 1 shall consist of stages IA and IB, which shaU allocate ten year and armual Auction 
Revenue Rights, respectively, and stage 2 shall allocate armual Auction Revenue Rights. The 
Auction Revenue Rights allocation process shall be performed in accordance with Sections 7.4 
and 7.5 hereof and the PJM Manuals. 

With respect to the allocation of Auction Revenue Rights, if the Office ofthe Intercormection 
discovers an enor in the allocation, the Office ofthe Intercormection shall notify Market 
Participants ofthe enor as soon as possible after it is found, but in no event later than 5:00 p.m. 
ofthe business day following the initial publication of allocation results. After this initial 
notification, if the Office ofthe Intercormection determines that it is necessary to post modified 
allocation results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. ofthe second business day following the 
publication ofthe initial allocation. Thereafter, the Office ofthe Intercormection must post any 
conected allocation results by no later than 5:00 p.ra. ofthe fourth calendar day following the 
initial publication. Should any ofthe above deadlines pass without the associated action on the 
part ofthe Office ofthe Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
allocation is under publicly noticed review by the FERC. 

(b) In stage 1A ofthe allocation process, each Network Service User may request Auction 
Revenue Rights for a term covering ten consecutive PJM Plarming Periods begirming with the 
immediately ensuing PJM Plarming Period from a subset ofthe historical generation resources 
that were designated to be delivered to load based on the historical reference year for the Zone, 
and each Qualifying Transmission Customer (as defined in subsection (f) of this section) raay 
request Auction Revenue Rights based on the megawatts of firm service provided between the 
receipt and delivery points as to which the Transmission Customer had Point-to-Point 
Transraission Service during the historical reference year. The historical reference year for all 
Zones shall be 1998, except that the historical reference year shall be: 2002 for the AUegheny 
Power and Rockland Electric Zones; 2004 for the AEP East, The Dayton Power & Light 
Company and Comraonwealth Edison Company Zones; 2005 for the Virginia Electtic and Power 
Company and Duquesne Light Company Zones; 2011 for the ATSI Zone; 2012 for the DEOK 
Zone; 2013 for the EKPC Zone; and the Office ofthe Interconnection shall specify a historical 
reference year for a new PJM zone conesponding to the year that the zone is integrated into the 
PJM Interchange Energy Market. For stage I, the Office ofthe Intercormection shaU determine a 
set of eligible historical generation resources for each Zone based on the historical reference year 
and assign a pro rata amount of megawatt capability from each historical generation resource to 
each Network Service User in the Zone based on its proportion of peak load in the Zone. 
Auction Revenue Rights shall be allocated to each Network Service User in a Zone from each 
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historical generation resource in a nuraber of megawatts equal to or less than the amount ofthe 
historical generation resource that has been assigned to the Network Service User. Prior to the 
2015/2016 Planning Period, each Auction Revenue Right allocated to a Network Service User 
shall be to the Energy Settiement Area of such Network Service User as described in Section 
31.7 of Pan III ofthe Tariff Commencing with the 2015/2016 Planning Period, each Auction 
Revenue Right allocated to a Network Service User shall be to the Energy Settlement Area of 
such Network Service User as described in Section 31.7 of Part III ofthe Tariff, unless the 
Network Service User's Energy Settleraent Area represents the Residual Metered Load of an 
electric distribution corapany's fiilly metered franchise area(s) or service territory(ies) and the 
Network Service User elects to have its Auction Revenue Rights allocated at the aggregate load 
buses in a Zone. In stage 1A of the allocation process, the sum of each Network Service User's 
allocated Auction Revenue Rights for a Zone must be equal to or less than the Network Service 
User's pro-rata share ofthe Zonal Base Load for that Zone. Each Network Service User's pro
rata share ofthe Zonal Base Load shall be based on its proportion of peak load in the Zone. The 
sum of each Network Service User's Auction Revenue Rights for Non-Zone Network Load must 
be equal to or less than fifty percent (50%) ofthe Network Service User's transraission 
responsibility for Non-Zone Network Load as determined under Section 34.1 ofthe Tariff. The 
sura of each Qualifying Transmission Custoraer's Auction Revenue Rights raust be equal to or 
less than fifty percent (50%) ofthe megawatts of firm service provided between the receipt and 
delivery points as to which the Transmission Customer had Point-to-Point Transmission Service 
during the historical reference year. If stage IA Auction Revenue Rights are adversely affected 
by any new or revised statute, regulation or mle issued by an entity with jurisdiction over the 
Office ofthe Interconnection, the Office ofthe Intercoimection shall, to the greatest extent 
practicable, and consistent with any such statute, regulation or mle change, preserve the priority 
ofthe stage 1A Auction Revenue Rights for a miniraura period covering the ten (10) consecutive 
PJM Planning Periods ("Stage IA Transition Period") iraraediately following the implementation 
of any such changes, provided that the terms of all stage 1A Auction Revenue Rights in effect at 
the time the Office ofthe Intercormection implements the Stage 1A Transition Period shall be 
reduced by one PJM Plarming Period during each armual stage IA Auction Revenue Rights 
allocation performed during the Stage 1A Transhion Period so that all stage 1A Auction Revenue 
Rights that were effective at the start ofthe Stage 1A Transition Period expire at the end of that 
period. 

(c) In stage IB ofthe allocation process each Network Service User may request Auction 
Revenue Rights from the subset ofthe historical generation resources determined pursuant to 
Section 7.4.2(b) that were not allocated in stage IA ofthe allocation process, and each 
Qualifying Transmission Customer may request Auction Revenue Rights based on the 
megawatts of firm service deterrained pursuant to Section 7.4.2(b) that were not allocated in 
stage IA ofthe allocation process. In stage IB ofthe allocation process, the sum of each 
Network Service User's allocation Auction Revenue Rights request for a Zone must be equal to 
or less than the difference between the Network Service User's peak load for that Zone as 
deterrained pursuant to Section 34.1 ofthe Tariff and the sum of its Auction Revenue Rights 
Allocation frora stage 1A ofthe allocation process for that Zone. The sura of each Network 
Service User's Auction Revenue Rights for Non-Zone Network Load must be equal to or less 
than the difference between one hundred percent (100%) ofthe Network Service User's 
transmission responsibility for Non-Zone Network Load as deterrained pursuant to Section 
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7.4.2(b) and the sum of its Auction Revenue Rights Allocation frora stage 1A ofthe allocation 
process for that Zone. The sura of each Qualifying Transmission Customer's Auction Revenue 
Rights raust be equal to or less than the difference between one hundred percent (100%) ofthe 
megawatts of firm service as deterrained pursuant to Section 7.4.2(b) and the sura of its Auction 
Revenue Rights Allocation frora stage 1A ofthe allocation process for that Zone. 

(d) In stage 2 ofthe allocation process, the Office ofthe Interconnection shall conduct an 
iterative allocation process that consists of three rounds with up to one third of the remaining 
system Auction Revenue Rights capability allocated in each round. Each round of this allocation 
process will be conducted sequentially with Network Service Users and Transmission Customers 
being given the opportunity to view results of each allocation round prior to submission of 
Auction Revenue Right requests into the subsequent round. In each round, each Network 
Service User shall designate a subset of buses from which Auction Revenue Rights will be 
sourced. Valid Auction Revenue Rights source buses include only Zones, generators, hubs and 
extemal Interface Pricing Points. The Network Service User shall specify the amount of Auction 
Revenue Rights requested frora each source bus. Prior to the 2015/2016 Planning Period, each 
Auction Revenue Right shall sink to the Energy Settlement Area ofthe Network Service User as 
described in Section 31.7 of Part III ofthe Tariff. Commencing with the 2015/2016 Planning 
Period, each Auction Revenue Right shall sink to the Energy Settlement Area ofthe Network 
Service User as described in Section 31.7 of Part III ofthe Tariff, unless the Network Service 
User's Energy Settlement Area represents the Residual Metered Load of an electtic distribution 
company's fiilly metered franchise area(s) or service temtory(ies) and the Network Service User 
elects to have its Auction Revenue Rights sink at the aggregate load buses in a Zone. The sum of 
each Network Service User's Auction Revenue Rights requests in each stage 2 allocation round 
for each Zone must be equal to or less than one third ofthe difference between the Network 
Service User's peak load for that Zone as determined pursuant to Section 7.4.2(b) and the sum of 
its Auction Revenue Right Allocation from stages 1A and IB ofthe allocation process for that 
Zone. The stage 2 allocation to Transraission Custoraers shall be as set forth in subsection (f). 

(e) On a daily basis within the armual Financial Transmission Rights auction period, a 
proportionate share of Network Service User's Auction Revenue Rights for each Zone are 
reallocated as Network Load changes from one Network Service User to another within that 
Zone. 

(f) A Qualifying Transmission Customer shall be any customer with an agreement for Long-
Term Point-to-point Transmission Service, as defined in the PJM Tariff, used to deliver energy 
from a designated Network Resource located either outside or within the PJM Region to load 
located either outside or within the PJM Region, and that was confirmed and in effect during the 
historical reference year for the Zone in which the resource is located. Such an agreeraent shall 
allow the Qualifying Transraission Custoraer to participate in the first stage ofthe allocation, but 
only if such agreeraent has reraained in effect continuously following the historical reference 
year and is to continue in effect for the period addressed by the allocation, either by its terra or 
by renewal or rollover. The megawatts of Auction Revenue Rights the Qualifying Transraission 
Customer may request in the first stage ofthe allocation may not exceed the lesser of: (i) the 
megawatts of firm service between the designated Network Resource and the load delivery point 
(or applicable point at the border ofthe PJM Region for load located outside such region) under 
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contract during the historical reference year; and (ii) the megawatts of firra service presently 
under contract between such historical reference year receipt and delivery points. A Qualifying 
Transmission Customer raay request Auction Revenue Rights in either or both of stage 1 or 2 of 
the allocation without regard to whether such custoraer is subject to a charge for Firm Point-to-
Point Transmission Service under Section 1 of Schedule 7 ofthe PJM Tariff ("Base 
Transmission Charge"). A Transraission Custoraer that is not a Qualifying Transmission 
Customer may request Auction Revenue Rights in stage 2 ofthe allocation process, but only if it 
is subject to a Base Transmission Charge. The Auction Revenue Rights that such a Transmission 
Customer may request in each round of stage 2 ofthe allocation process raust be equal to or less 
than one third ofthe number of megawatts equal to the megawatts of firm service being provided 
between the receipt and delivery points as to which the Transmission Custoraer currentiy has 
Firra Point-to-Point Transraission Service. The source point ofthe Auction Revenue Rights 
must be the designated source point that is specified in the Transmission Service request and the 
sink point ofthe Auction Revenue Rights raust be the designated sink point that is specified in 
the Transmission Service request. A Qualifying Transmission Custoraer may request Auction 
Revenue Rights in each round of stage 2 ofthe allocation process in a number of megawatts 
equal to or less than one third ofthe difference between the nuraber of raegawatts of firm service 
being provided between the receipt and delivery points as to which the Transmission Customer 
cunentiy has Firm Point-to-Point Transmission Service and its Auction Revenue Right 
Allocation from stage 1 ofthe allocation process. 

(g) PJM Transraission Customers that serve load in the Midwest ISO may participate in stage 
1 ofthe allocation to the extent perraitted by, and in accordance with, this Section 7.4.2 and other 
applicable provisions of this Schedule 1. For service frora non-historic sources, these custoraers 
may participate in stage 2, but in no event can they receive an allocation of ARRs/FTRs from 
PJM greater than their firm service to loads in MISO. 

(h) Subject to subsection (i) of this section, all Auction Revenue Rights must be 
siraultaneously feasible. If all Auction Revenue Right requests raade during the armual allocation 
process are not feasible then Auction Revenue Rights are prorated and allocated in proportion to 
the megawatt level requested and in inverse proportion to the effect on the binding constraints. 

(i) If any Auction Revenue Right requests made during stage 1A ofthe annual allocation 
process are not feasible due to system conditions, then PJM shall increase the capability limits of 
the binding constraints that would have rendered the Auction Revenue Rights infeasible to the 
extent necessary in order to allocate such Auction Revenue Rights without their being infeasible 
unless such infeasibility is caused by extraordinary circumstances. Such increased limits shall be 
included in all rounds ofthe annual allocation and auction processes and in subsequent modeling 
during the Plarming Year to support any increraental allocations of Auction Revenue Rights and 
raonthly and balance ofthe Planning Period Financial Transraission Rights auctions unless and 
to the extent those system conditions that conttibuted to infeasibility in the armual process are 
not extant for the time period subject to the subsequent modeling, such as would be the case, for 
example, if transmission facilities are retumed to service during the Plarming Year. In these 
cases, any increase in the capability liraits taken under this subsection (i) during the annual 
process will be reraoved from subsequent modeling to support any incremental allocations of 
Auction Revenue Rights and raonthly and balance ofthe Plarming Period Financial Transraission 
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Rights auctions. In addition, PJM raay reraove or lower the increased capability liraits, if 
feasible, during subsequent FTR Auctions if the reraoval or lowering ofthe increased capability 
liraits does not impact Auction Revenue Rights funding and net auction revenues are positive. 

For the purposes of this subsection (i), extraordinary circumstances shall mean an unanticipated 
event outside the control of PJM that reduces the capability of existing or planned transmission 
facilities and such reduction in capability is the cause ofthe infeasibility of such Auction 
Revenue Rights. Extraordinary circumstances do not include those systera conditions and 
assumptions modeled in simultaneous feasibility analyses conducted pursuant to section 7.5 of 
Schedule 1 of this Agreement. If PJM allocates stage IA Auction Revenue Rights as a result of 
this subsection (i) that would not otherwise have been feasible, then PJM shall notify Members 
and post on its web site (a) the aggregate megawatt quantities, by sources and sinks, of such 
Auction Revenue Rights and (b) any increases in capability limits used to allocate such Auction 
Revenue Rights. 

(j) Long-Terra Firm Point-to-Point Transmission Service customers that are not Qualifying 
Transmission Customers and Network Service Users serving Non-Zone Network Load may 
participate in stage 1 ofthe aimual allocation of Auction Revenue Rights pursuant to Section 
7.4.2(a)-(c) of Schedule 1 of this Agreement, subject to the following conditions: 

i. The relevant Transmission Service shall be used to deliver energy from a 
designated Network Resource located either outside or within the PJM 
Region to load located outside the PJM Region. 

ii. To be eligible to participate in stage IA ofthe armual Auction Revenue 
Rights allocation: I) the relevant Transmission Service shall remain in 
effect for the stage 1A period addressed by the allocation; and 2) the 
control area in which the extemal load is located has similar mles for load 
extemal to the relevant control area. 

iii. Source points for stage 1 requests authorized pursuant to this subsection 
7.4.2(j) shall be liraited to: I) generation resources owned by the LSE 
serving the load located outside the PJM Region; or 2) generation 
resources subject to a bona fide firm energy and capacity supply contract 
executed by the LSE to raeet hs load obligations, provided that such 
contract reraains in force and effect for a rainiraum terra often (10) years 
frora the first effective Plarming Period that follows the initial stage 1 
request. 

iv. For Long-Terra Firra Point-to-Point Transraission Custoraers requesting 
stage 1 Auction Revenue Rights pursuant to this subsection 7.4.2(j), the 
generation resource(s) designated as source points raay include any 
portion ofthe generating capacity of such resource(s) that is not, at the 
tirae ofthe request, already identified as a Capacity Resource. 
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V. For Network Service Users requesting stage 1 Auction Revenue Rights 
pursuant to this subsection 7.4.2(j), at the tirae ofthe request, the 
generation resource(s) designated as source points raust either be 
committed into PJM's RPM market or be designated as part ofthe entity's 
FRR Capacity Plan for the purpose of serving the capacity requirement of 
the extemal load. 

vi. All stage 1 source point requests made pursuant to this subsection 7.4.2(j) 
shall not increase the raegawatt flow on facilities binding in the relevant 
annual Auction Revenue Rights allocation or in future stage 1A 
allocations and shall not cause raegawatt flow to exceed applicable ratings 
on any other facilities in either set of conditions in the simultaneous 
feasibility test prescribed in subsection (vii) of this subsection 7.4.2(j). 

vii. To ensure the conditions of subsection (vi) of this subsection 7.4.2(j) are 
met, a siraultaneous feasibility test shall be conducted: 1) based on next 
allocation year with all existing stage 1 and stage 2 Auction Revenue 
Rights raodeled as fixed injection-withdrawal pairs; and 2) based on 10 
year allocation raodel with all eligible stage 1A Auction Revenue Rights 
for each year including base load growth for each year. 

viii. Requests for stage 1 Auction Revenue Rights raade pursuant to this 
subsection 7.4.2(j) that are received by PJM by Noveraber 1st of a 
Plarming Period shall be processed for the next armual Auction Revenue 
Rights allocation. Requests received after Noveraber 1st shall not be 
considered for the upcoming annual Auction Revenue Rights allocation. If 
all requests are not simuhaneously feasible then requests will be awarded 
on a pro-rata basis. 

ix. Requests for new or altemate stage 1 resources made by Network Service 
Users and extemal LSEs that are received by November 1st shall be 
evaluated at the same time. If all requests are not simultaneously feasible 
then requests will be awarded on a pro-rata basis. 

X. Stage 1 Auction Revenue Rights source points that qualify pursuant to this 
subsection 7.4.2(j) shall be eligible as stage 1 Auction Revenue Rights 
source points in subsequent armual Auction Revenue Rights allocations. 

xi. Long-Term Firm Point-to-Point Transraission Customers requesting stage 
1 Auction Revenue Rights pursuant to this subsection 7.4.2(i) raay request 
Auction Revenue Rights raegawatts up to the lesser of: 1) the customer's 
Long-Term Firm Point-to-Point Transmission service contract raegawatt 
amount; or 2) the customer's Firm Transmission Withdrawal Rights. 

xii. Network Service Users requesting stage 1 Auction Revenue Rights 
pursuant to this subsection 7.4.2(j) may request Auction Revenue Rights 
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megawatts up to the lesser of: 1) the customer's network service peak 
load; or 2) the customer's Firm Transraission Withdrawal Rights. 

xiii. Stage 1A Auction Revenue Rights requests made pursuant to this 
subsection 7.4.2(j) shall not exceed 50% ofthe raaxiraura allowed 
raegawatts authorized by subsections (xi) and (xii) of this subsection 
7.4.2G). 

xiv. Stage IB Auction Revenue Rights requests raade pursuant to this 
subsection 7.4.2(j) shall not exceed the difference between the raaxiraura 
allowed raegawatts authorized by subsections (xi) and (xii) of this 
subsection 7.4.2(j) and the Auction Revenue Rights megawatts granted in 
stage IA. 

XV. In each round of Stage 2 of an annual allocation of Auction Revenue 
Rights, megawatt requests made pursuant to this subsection 7.4.2(j) shall 
be equal to or less than one third ofthe difference between the maximura 
allowed raegawatts authorized by paragraphs (xi) and (xii) of this 
subsection 7.4.2(j) and the Auction Revenue Rights raegawatt araount 
allocated in stage 1. 

xvi. Stage I Auction Revenue Rights sources established pursuant to this 
subsection 7.4.2(j) and the associated Auction Revenue Rights raegawatt 
amount raay be replaced with an altemate resource pursuant to the process 
established in Section 7.7 of Schedule 1 of this Agreement. 

7.4.2a Bilateral Transfers of Auction Revenue Rights 

(a) Market Participants may enter into bilateral agreements to transfer Auction Revenue 
Rights or the right to receive an allocation of Auction Revenue Rights to a third party. Such 
bilateral transfers shall be reported to the Office ofthe Interconnection in accordance with this 
Schedule and pursuant to the LLC's mles related to its eFTR tools. 

(b) For purposes of clarity, with respect to all bilateral transfers of Auction Revenue Rights 
or the right to receive an allocation of Auction Revenue Rights, the rights and obligations to the 
Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights that are 
the subject of such a bilateral transfer shall pass to the buyer under the bilateral contract subject 
to the provisions of this Schedule. In no event, shall the purchase and sale of an Auction 
Revenue Right or the right to receive an allocation of Auction Revenue Rights pursuant to a 
bilateral transfer constitute a ttansaction with PJMSettleraent or a transaction in any auction 
under this Schedule. 

(c) Consent ofthe Office ofthe Intercormection shall be required for a seller to transfer to a 
buyer any obligations associated with the Auction Revenue Rights or the right to receive an 
allocation of Auction Revenue Rights. Such consent shaU be based upon the Office of the 
Intercormection's assessment ofthe buyer's ability to perform the obligations transfened in the 
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bilateral contract. If consent for a ttansfer is not provided by the Office ofthe Intercormection, 
the title to the Auction Revenue Rights or the right to receive an allocation of Auction Revenue 
Rights shall not transfer to the third party and the holder ofthe Auction Revenue Rights or the 
right to receive an allocation of Auction Revenue Rights shall continue to receive all rights 
attributable to the Auction Revenue Rights or the right to receive an allocation of Auction 
Revenue Rights and remain subject to all credit requirements and obligations associated with the 
Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights. 

(d) A seller under such a bilateral contract shall guarantee and indemnify the Office ofthe 
Interconnection, PJMSettiement, and the Merabers for the buyer's obligation to pay any charges 
associated with the Auction Revenue Right and for which payraent is not made to 
PJMSettlement by the buyer under such a bilateral transfer. 

(e) All payments and related charges associated with such a bilateral contract shall be 
ananged between the parties to such bilateral contract and shall not be billed or settled by 
PJMSettlement or the Office ofthe Intercormection. The LLC, PJMSettlement, and the 
Merabers will not assurae financial responsibility for the failure of a party to perforra obligations 
owed to the other party under such a bilateral contract reported to the Office ofthe 
Intercormection under this Schedule. 

(f) All claims regarding a defauh of a buyer to a seller under such a bilateral conttact shall 
be resolved solely between the buyer and the seller. 

7.4.3 Target Allocation of Auction Revenue Right Credits. 

(a) A Target Allocation of Auction Revenue Right Credits for each entity holding an Auction 
Revenue Right shall be detennined for each Auction Revenue Right. After each round ofthe 
armual Financial Transraission Right auction, each Auction Revenue Right shall be divided by 
four and raultiplied by the price differences for the receipt and delivery points associated with 
the Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) 
rainus the Locational Marginal Price at the receipt point(s), where the price for the receipt and 
delivery point is deterrained by the clearing prices of each round ofthe annual Financial 
Transraission Right auction. The daily total Target Allocation for an entity holding the Auction 
Revenue Rights shall be the sum ofthe daily Target Allocations associated with all ofthe 
entity's Auction Revenue Rights. 

(b) A Target Allocation of residual Auction Revenue Rights Credits for each entity allocated 
Residual Auction Revenue Rights pursuant to section 7.9 of Schedule 1 of this Agreeraent shall 
be determined on a monthly basis for each month in a Planning Period beginning with the month 
the Residual Auction Revenue Right(s) becomes effective through the end ofthe relevant 
Planning Period. The Target Allocation for Residual Auction Revenue Rights Credits shall be 
equal to megawatt amount ofthe Residual Auction Revenue Rights multiplied by the LMP 
differential between the source and sink nodes ofthe conesponding FTR obligation in each 
prompt-month FTR auction that occurs from the effective date ofthe Residual Auction Revenue 
Rights through the end ofthe relevant Planning Period. 
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7.4.4 Calculation of Auction Revenue Right Credits. 

(a) Each day, the total of all the daily Target Allocations determined as specified above in 
Section 7.4.3 plus any additional Auction Revenue Rights Target Allocations applicable for that 
day shall be compared to the total revenues of all applicable monthly Financial Transraission 
Rights auction(s) (divided by the number of days in the month) plus the total revenues ofthe 
armual Financial Transraission Rights auction (divided by the number of days in the Planning 
Period). If the total ofthe Target AUocations is less than the total auction revenues, the Auction 
Revenue Right Credit for each entity holding an Auction Revenue Right shall be equal to its 
Target Allocation. All remaining hinds shall be distributed as Excess Congestion Charges 
pursuant to Section 5.2.5. 

(b) If the total of the Target Allocations is greater than the total auction revenues, each holder 
of Auction Revenue Rights shall be assigned a share ofthe 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. 

(c) At the end of a Planning Period, if all Auction Revenue Right holders did not receive 
Auction Revenue Right Credits equal to their Target Allocations, PJMSettlement shall assess a 
charge equal to the difference between the Auction Revenue Right Credit Target Allocations for 
all revenue deficient Auction Revenue Rights and the actual Auction Revenue Right Credits 
allocated to those Auction Revenue Right holders. The aggregate charge for a Plarming Period 
assessed pursuant to this section, if any, shall be added to the aggregate charge for a Planning 
Period assessed pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and collected 
pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and distributed to the Auction 
Revenue Right holders that did not receive Auction Revenue Right Credits equal to their Target 
Allocation. 
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7.5 Simultaneous Feasibility. 

(a) The Office ofthe Intercormection shall make the siraultaneous feasibility deterrainations 
specified herein using appropriate powerflow models of contingency-constrained dispatch. Such 
determinations shall take into account outages of both individual generation units and 
transmission facilities and shall be based on reasonable assuraptions about the configuration and 
availability of ttansmission capability during the period covered by the auction that are not 
inconsistent with the deterraination ofthe deliverability of Generation Capacity Resources under 
the Reliability Assurance Agreement. The goal ofthe siraultaneous feasibility deterraination 
shall be to ensure that there are sufficient revenues frora Transmission Congestion Charges to 
satisfy all Financial Transmission Rights Obligations for the auction period under expected 
conditions and to ensure that there are sufficient revenues from the armual Financial 
Transmission Right Auction to satisfy all Auction Revenue Rights obligations. 

(b) On an armual basis the Office ofthe Intercormection shall conduct a simultaneous 
feasibility test for stage 1A Auction Revenue Rights, which shall assess the siraultaneous 
feasibility for each year remaining in the term ofthe right(s). This test shall be based on the 
Auction Revenue Rights required to meet Zonal Base Load requirements. The Office ofthe 
Interconnection shall apply a zonal load growth rate to the siraultaneous feasibility test for the 
ten year term ofthe stage IA Auction Revenue Rights to reflect load growth as estimated by the 
Office ofthe Intercormection. 

(c) Simultaneous feasibility tests for new stage 1 resource requests made pursuant to Section 
7.6 of Schedule 1 of this Agreement shall ensure that the request for a new base resource does 
not increase the raegawatt flow on facilities binding in the cunent Auction Revenue Rights 
allocation or in future stage 1A allocations and does not cause raegawatt flow to exceed 
applicable ratings on any other facilities in either set of conditions. The most liraiting set of 
conditions will be used as the liraiting condition in these evaluations. A siraultaneous feasibility 
test conducted pursuant to this section by the Office ofthe Intercormection shall assess the 
siraultaneous feasibility under the following conditions: 

• Based on next allocation year with all existing stage 1 and stage 2 Auction Revenue 
Rights modeled as fixed injection-withdrawal pairs. 

• Based on 10 year allocation model with all eligible stage 1A Auction Revenue Rights for 
each year including base load growth for each year. 

(d) Simuhaneous feasibility tests conducted pursuant to this section shall be subject to 
Incremental Auction Revenue Rights granted pursuant to Section 7.8 of Schedule 1 of this 
Agreeraent and Section 231 ofthe PJM Tariff. 
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7.6 New Stage 1 Resources. 

A Network Service User may request the addition of new stage 1 resources to the stage 1 
resource list if the capacity ofthe historical generation resources for a Zone detennined pursuant 
to Section 7.4.2(b) is less than the Zonal Base Load. Requests made pursuant to this section 
shall be subject to Section 7.5(c) of Schedule 1 of this Agreement and shall be liraited to 
generation resources either owned by the requesting party or those subject to a bona fide firm 
energy and capacity supply contracts where such contract is executed by the requesting party to 
meet load obligations for which it is eligible to receive stage 1 Auction Revenue Rights and 
remains in force and effect for a minimum term often (10) years. 
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7.7 Alternate Stage 1 Resources. 

A Network Service User may replace one or more of its existing stage 1 resources and its 
associated megawatt araount of Auction Revenue Rights deterrained pursuant to Section 7.4.2(b) 
with an altemate resource. It the Network Service User raaking such request accepts the 
raegawatt amount of Auction Revenue Rights associated with the altemate resource as 
established by the Office ofthe Intercormection, the altemate resource shall replace the relevant 
existing stage 1 resource prospectively begirming with the next annual Auction Revenue Rights 
allocation. If the Network Service User making such request rejects the megawatt araount of 
Auction Revenue Rights established by the Office ofthe Intercormection for the alternate 
resource, the Auction Revenue Rights associated with the original stage 1 resource shall remain 
in effect for the Network Service User. Requests made pursuant to this section shall be subject 
to the following: 

• Requests made pursuant to this section shall be subject to Section 7.5(c); 

• Eligible altemate resources shall be limited to generation resources owned by the 
requesting party or bona fide firm energy and capacity supply contracts that meet the 
requirements set forth in Section 7.6 of Schedule 1 of this Agreement; 

• Altemate resources shall be of an electrically equivalent megawatt araount, which means 
that relative to the existing resource, the altemate resource carmot consume a greater 
amount of transmission capability on facilities binding in the cunent Auction Revenue 
Rights allocation or future stage 1A allocations, and carmot allow megawatt flow(s) to 
exceed applicable ratings on any other facilities; 

• The total araount of requested altemate stage 1 Auction Revenue Rights cannot exceed 
the original awarded stage 1 megawatt amounts of Auction Revenue Rights associated 
with the original historical resource as determined pursuant to Section 7.4.2(b). 
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7.8 Elective Upgrade Auction Revenue Rights. 

(a) In addition to any Incremental Auction Revenue Rights (as defined in the PJM Tariff) 
established under the PJM Tariff, any party raay elect to fully fund Network Upgrades (as 
defined in the PJM Tariff) to obtain Incremental Auction Revenue Rights pursuant to this 
section, provided that Incremental Auction Revenue Rights granted pursuant to this section shall 
be simultaneously feasible with outstanding Auction Revenue Rights, which shall include stage 1 
and stage 2 Auction Revenue Rights, and against stage 1A Auction Revenue Right capability for 
the future 10 year period, as determined by the Office ofthe Intercormection pursuant to Section 
7.8(b) of Schedule 1 of this Agreement. A request made pursuant to this section shall specify a 
source, sink and megawatt amount. 

(b) The Office ofthe Interconnection shall assess the simultaneous feasibility ofthe 
requested Incremental Auction Revenue Rights and the outstanding Auction Revenue Rights 
against the existing base system Auction Revenue Right capability and stage 1A Auction 
Revenue Right capability for the future 10 year period and based on this preliminary assessment 
it shall conduct studies to determine the upgrades required to accommodate the requested 
Incremental Auction Revenue Rights and ensure all outstanding Auction Revenue Rights are 
siraultaneously feasible. 

(c) If a party elects to fund upgrades to obtain Increraental Auction Revenue Rights pursuant 
to this section, no less than forty-five (45) days prior to the in-service date ofthe relevant 
upgrades, as deterrained by the Office ofthe Intercormection, the Office ofthe Interconnection 
shall notify the party ofthe actual araount of Increraental Auction Revenue Rights that will be 
granted to the party based on the allocation process established pursuant to Section 231 of Part 
VI ofthe Tariff. 

(d) Incremental Auction Revenue Rights established pursuant to this section shall be 
effective for the lesser of thirty (30) years, or the life ofthe project, from the in-service date of 
the Network Upgrade(s). At any time during this thirty-year period (or the life ofthe Network 
Upgrade whichever is less), in lieu of continuing this thirty-year Auction Revenue Right, the 
owner ofthe right shall have a one-tirae choice to switch to an optional mechanism, whereby, on 
an atmual basis, it will have the choice to request an Auction Revenue Right during the annual 
Auction Revenue Rights allocation process between the sarae source and sink, provided the 
Auction Revenue Right is simultaneously feasible. A party that is granted Incremental Auction 
Revenue Rights pursuant to this section may retum such rights af any time, provided that the 
Office ofthe Intercormection determines that it can simultaneously accommodate all remaining 
outstanding Auction Revenue Rights following the retum of such Auction Revenue Rights. In 
the event a party retums Increraental Auction Revenue Rights, it shall retain no further rights 
regarding such Increraental Auction Revenue Rights. 

(e) No Increraental Auction Revenue Rights shall be granted pursuant to this section if the 
costs associated with fimding the associated Network Upgrades are included in the rate base ofa 
public utility and on which a regulated return is eamed. 
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7.9 Residual Auction Revenue Rights. 

(a) As necessary in each Planning Period PJM shall calculate Residual Auction Revenue 
Rights for Auction Revenue Rights pathways that were prorated pursuant to section 7.4.2(h) of 
Schedule 1 of this Agreeraent. Residual Auction Revenue Rights calculated pursuant to this 
section shall be deterrained prior to the increase in transmission capability, including the retum 
to service of existing transmission capability, that creates the Residual Auction Revenue Rights. 

(b) Network Service Users and Qualifying Transmission Customers allocated stage 1 
Auction Revenue Rights pursuant to section 7.4.2(a)-(c) of Schedule 1 of this Agreeraent that 
were subject to proration pursuant to section 7.4.2(h) of Schedule 1 of this Agreeraent shall be 
eligible to receive Residual Auction Revenue Rights. Residual Auction Revenue Rights shall be 
allocated pursuant to the following schedule: 

(i) The initial allocation of Residual Auction Revenue Rights shall be to 
holders of prorated stage 1A Auction Revenue Rights in an amount equal 
to the difference between the allocated stage 1A Auction Revenue Rights 
and the requested stage IA Auction Revenue Rights. 

(ii) Residual Auction Revenue Rights remaining after an allocation raade 
pursuant to section 7.9(b)(i) of Schedule 1 of this Agreement shall be 
allocated to holders of prorated stage IB Auction Revenue Rights in an 
amount equal to the difference between the allocated stage IB Auction 
Revenue Rights and the requested stage IB Auction Revenue Rights. 

(iii) Residual Auction Revenue Rights remaining after allocations made 
pursuant to section 7.9(b)(i) and (ii) of Schedule 1 of this Agreeraent shall 
not be allocated to any entity and shall not be considered by the Office of 
the Interconnection in its adrainistration of Section 7 of Schedule 1 of this 
Agreeraent. 

(c) The sum of a Network Service User's and Qualifying Transmission Custoraer's Residual 
Auction Revenue Rights awarded pursuant to this section and its stage 1 and 2 Auction Revenue 
Rights awarded in an armual allocation shall not exceed the entity's peak load. 

(d) Residual Auction Revenue Rights awarded pursuant to this section shall be effective on 
the first day ofthe raonth in a Planning Period the increase in transmission capability creating 
theResidual Auction Revenue Rights is included in the adrainistration of section 7.1.1(a) of 
Schedule 1 of this Agreement. 

(e) Residual Auction Revenue Rights awarded pursuant to this section shall be subject to 
section 7.4.2(e) of Schedule 1 of this Agreement. 

(f) The value of Residual Auction Revenue Rights awarded pursuant to this section, 
detennined as specified in section 7.4.3(b) of Schedule 1 of this Agreement, shall be positive. 
Negatively valued Residual Auction Revenue Rights will not be awarded. 

Effective Date: 5/1/2017 - Docket*: ERl7-1057-000 - Page 1 



Intra-PJM Tariffs ~> OPERATING AGREEMENT - > OA SCHEDULE 1 - PJM INTERCHANGE ENERGY MARKET -> OA 
SCHEDULE 1 SECTION 7 - FINANCIAL TRANSMISSION RIGHTS AUCT - > OA Schedule 1 Sec 7.10 Financial Settlement 

7.10 Financiai Settlement 

Financiai credits and charges for Auction Revenue Rights and Financial Transmission Rights, 
including associated auction charges, shall be calculated and accrued on a daily basis, and 
included in PJMSettleraent's regular invoice to each participant for the relevant period of such 
invoice. 
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7.11 PJMSettlement as Counterparty 

(a) Auction Revenue Rights and Financial Transmission Rights provide certain 
contractual rights and obligations for the holders of such rights set forth in this Schedule I, 
the Agreement, and the PJM Tariff. PJMSettlement shall be the Counterparty with respect 
to the contractual rights and obligations of the holders of Auction Revenue Rights, and 
Financial Transmission Rights. 

(b) As specified in sections 5.2.2(d) and 7 of this Schedule 1, Market Participants raay 
trade Financiai Transraission Rights and Auction Revenue Rights and under certain 
circurastances they raay convert Auction Revenue Rights to Financial Transmission Rights. 
PJMSettleraent shall not be the counterparty with respect to bilateral ttansfers of Financial 
Transmission Rights or Auction Revenue Rights between Market Participants or the 
conversion of Auction Revenue Rights to Financial Transraission Rights. 
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8. EMERGENCY AND PRE-EMERGENCY LOAD RESPONSE PROGRAM 
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8.1 Emergency Load Response and Pre-Emergency Load Response Program Options 

The Emergency Load Response Program and Pre-Emergency Load Response Program are 
designed to provide a raethod by which end-use customers may be corapensated by PJM for 
reducing load immediately prior to an anticipated emergency event ("pre-emergency event") or 
during an emergency event. As used in the Emergency Load Response Program and Pre-
Emergency Load Response Program, the term "end-use custoraer" refers to an individual 
location or aggregation of locations that consurae electticity as identified by a unique electtic 
distribution company account nuraber. There are two options for participation in the Emergency 
Load Response Program and Pre-Emergency Load Response Program: 

• Full Program Option 

Participants in the Full Program Option receive, pursuant to Attachment DD ofthe Tariff 
and as applicable, (i) an energy payment for load reductions during a pre-emergency or 
emergency event, and (ii) a capacity payraent for load reductions during a pre-emergency 
event or emergency event measured as set forth in the Reporting and Corapliance 
provisions below. 

• Energy Only Option 

Participants in the Energy Only Option receive only an energy payraent for load 
reductions during an emergency event. 
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8.2 Participant Qualifications 

Two primary types of distributed resources are candidates to participate in the PJM Emergency 
Load Response Program and Pre-Eraergency Load Response Prograra: 

On Site Generators 

These generators (including Behind The Meter Generation) can be either 
synchronized or non-synchronized to the grid. Capacity Resources are not 
eligible for compensation under this program. Injections into the grid by local 
generators also will not be eligible for compensation under this program. 

Load Reductions 

A participant that has the ability to reduce a measurable and verifiable portion of 
its load, as metered on an EDC account basis. 

Only Members or Special Members may participate in the Emergency Load Response Prograra 
and Pre-Emergency Load Response Program by coraplying with aU ofthe requireraents ofthe 
applicable Relevant Electric Retail Regulatory Authority and all other applicable federal, state 
and local regulatory entities together with the Emergency Load Response and Pre-Emergency 
Load Response Prograra provisions herein, including, but not liraited to, the Registration section. 
Special raembership provisions have been established for program participants in the Energy 
Only Option, as described below. The special membership provisions shall not apply to program 
participants in the Full Prograra Option. Any existing PJM Meraber or Special Meraber raay 
participate in the Eraergency Load Response Prograra and Pre-Emergency Load Response 
Program on behalf of non-members as the Curtailment Service Provider. All payments are raade 
to the PJM Meraber or Special Meraber in such case. Curtailment Service Providers must 
become signatories to the PJM Operating Agreement, as described in the PJM Manual for 
Administrative Services for the Operating Agreement ofthe PJM Interconnection j L.L,C. 
However, for Special Members the $5,000 armual member fee, the $1,500 application fee, and 
liability for Member defaults are waived, along with the following other raodifications. 

Special Merabers are liraited to be PJM Market Sellers; 
Voting privileges and sector designation are waived; 
Thirty day notice for waiting period is waived; 
Requirement for 24/7 control center coverage is waived; 
No PJM-supported user group capability is permitted. 

To participate in the Emergency Load Response Program and Pre-Emergency Load Response 
Program, the Demand Resource must: 

Be capable of reducing at least 100 kW of load; 
Be capable of receiving notification ofa Load Management Event. 
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8.3 Metering Requirements 

The Curtailment Service Provider is responsible to ensure that the Emergency Load Response 
program and Pre-Emergency Load Response Program Participants have metering equipment that 
provides integrated hourly kWh values on an electric distribution company accoimt basis. Non-
interval metered residential custoraers that have Direct Load Control may use cunent statistical 
sarapling of interval raetering equipment on an electric distribution corapany account basis in 
accordance with the PJM Manuals and subject to PJM approval. The metering equipment shall 
either meet the electric distribution company requirements for accuracy or have a raaxiraura 
enor of two percent over the full range ofthe raetering equipraent (including Potential 
Transformers and Cunent Transformers) and the metering equipraent and associated data shall 
meet the requireraents set forth herein and in the PJM Manuals. The Eraergency Load Response 
Prograra and Pre-Emergency Load Response Program participants raust raeter reductions in 
deraand by using either ofthe following two methods: 

(a) Using metering equipment that is capable of recording integrated hourly values 
for generation nmning to serve local load (net of that used by the generator); or 

(b) Using raetering equipraent that provides actual load change by measuring actual 
load before and after the reduction request, such that there is a valid integrated hourly value for 
the hour prior to the event and each hour during the event. This value cannot be estiraated nor 
can it be averaged over sorae historical period. This load will be metered on an electric 
distribution company account basis, or metered on a representative saraple of Electric 
Distribution Company accounts for non-interval raetered residential Direct Load Conttol in 
accordance with the PJM Manuals. 

Metered load reductions will be adjusted up to consider ttansmission and distribution losses as 
submitted by the Curtailraent Service Provider and verified by PJM with the electric distribution 
corapany. 

The installed metering equipment must be one ofthe following: 

(a) Metering equipraent used for retail electric service; 

(b) Custoraer-owned raetering equipraent or raetering equipment acquired by the 
Curtailment Service Provider, approved by PJM, that is read electronically by PJM in accordance 
with the requirements herein and in the PJM Manuals; or 

(c) Customer-owned metering equipment or metering equipment acquired by the 
Curtailment Service Provider, approved by PJM, that is read by the customer (or the Curtailment 
Service Provider), and such readings are then forwarded to PJM, in accordance with the 
requirements set forth herein and in the PJM Manuals. 

Nothing herein changes the existence of one recognized meter by the state commissions as the 
official billing meter for recording consumption. 

Effective Date: 8/3/2015 - Docket *: ER15-1849-000 - Page 1 



Intra-PJM Tariffs - > OPERATING AGREEMENT - > OA SCHEDULE 1 - PJM INTERCHANGE ENERGY MARKET - > OA 
SCHEDULE 1 SECTION 8 - EMERGENCY AND PRE-EMERGENCY LOAD R ~> OA Schedule 1 Sec 8.4 - Registration 

8.4 Registration 

1. Curtailment Service Providers must coraplete the appUcable PJM Load Response 
Prograra Registration Forra ("Registtation Forra") that is posted on the PJM website 
(www.pjra.com) for each end-use custoraer, or aggregation of end-use customers, pursuant to the 
requirements set forth in the PJM Manuals. Because ofthe required electric disttibution 
company ten business day review period, as described herein. Curtailment Service Providers 
should submit corapleted Registtation Forras to the Office of the Intercormection no later than 
one day before the tenth business day preceding the relevant Delivery Year. All registrations 
that have not been approved on or before May 31^^ preceding the relevant Delivery Year shall be 
rejected by the Office ofthe Intercoimection. To the extent that a corapleted Registration Form 
is subraitted to the Office ofthe Interconnection prior to one day before the tenth business day 
preceding the relevant Delivery Year and such registtation is rejected by the electtic distribution 
corapany or the Office of the Interconnection because of inconect data on the Registration Form, 
such registration may be resubmitted by the Curtailraent Service Provider before May 31^^ 
preceding the relevant Delivery Year, but such registtation will be rejected by the Office ofthe 
Interconnection unless the electric distribution company has verified the registration on or before 
May 31^^ preceding the relevant Delivery Year. Incomplete Registration Forms will be rejected 
by the Office ofthe Intercormection; Curtailment Service Providers may not resubrait 
registtations that were rejected for being incoraplete unless they are able to do so no later than 
one day before the tenth business day preceding the relevant Delivery Year. The following 
general steps will be followed: 

2. For end-use custoraers of an electtic distribution corapany that distributed more than 4 
million MWh in the previous fiscal year: 

a. The Curtailraent Service Provider corapletes the Registration Form located on the 
PJM website. PJM reviews the application and ensures that the quaUfications are met, including 
verifying that the appropriate metering exists. After confirming that an entity has met all ofthe 
qualifications to be an Emergency Load Response or Pre-Emergency Load Response Program 
participant, PJM shall notify the appropriate electtic distribution company of an Emergency 
Load Response and Pre-Eraergency Load Response Program participant's registration and 
request verification as to whether the load that may be reduced is subject to laws or regulations 
ofthe Relevant Electric Retail Regulatory Authority that prohibit or condition the end-use 
customer's participation in PJM's Eraergency Load Response and Pre-Emergency Load 
Response Programs pursuant to the process described below. The electtic distribution company 
has ten business days to respond. An electric distribution company which seeks to assert that the 
laws or regulations ofthe Relevant Electtic Retail Regulatory Authority prohibit or condition 
(which condition the electric distribution corapany asserts has not been satisfied) an end-use 
customer's participation in PJM's Emergency Load Response and Pre-Emergency Load 
Response program shall provide to PJM, within the referenced ten business day review period, 
either: (a) an order, resolution or ordinance ofthe Relevant Electric Retail Regulatory Authority 
prohibiting or conditioning the end-use custoraer's participation, (b) an opinion ofthe Relevant 
Electric Retail Regulatory Authority's legal counsel attesting to the existence of a regulation or 
law prohibiting or conditioning the end-use custoraer's participation, or (c) an opinion ofthe 
state Attomey General, on behalf of the Relevant Electric Retail Regulatory Authority, attesting 
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to the existence ofa regulation or law prohibiting or conditioning the end-use customer's 
participation. 

i. If evidence provided by an electric distribution company to the Office ofthe 
Interconnection indicates that a Relevant Electric Retail Regulatory Authority law 
or regulation prohibits or conditions (which condition the electric distribution 
company asserts has not been satisfied) the end-use customer's participation and 
is received by the Office ofthe Interconnection on or after May 31^' preceding the 
applicable Delivery Year, then the existing end-use customer's registration for 
Deraand Resource (as defmed in the Reliability Assurance Agreement) will 
remain in effect for the applicable Delivery Year. If evidence provided by an 
electric distribution company to the Office ofthe Interconnection indicates that a 
Relevant Electtic Retail Regulatory Authority law or regulation prohibits or 
conditions (which condition the electric distribution corapany asserts has not been 
satisfied) the end-use customer's participation and is received by the Office ofthe 
Interconnection before May 31̂ ^ preceding the applicable Delivery Year and the 
Curtailraent Service Provider does not provide supporting documentation to the 
Office ofthe Intercormection on or before May 31^' preceding the appUcable 
Delivery Year demonsttating that the Curtailment Service Provider had an 
executed contract with the end-use customer for Demand Resource participation 
before the date the Demand Resource cleared the applicable Reliability Pricing 
Model Auction, and that the date that the Demand Resource cleared the applicable 
Reliability Pricing Model Auction was prior to the effective date ofthe Relevant 
Electric Retail Regulatory Authority law or regulation prohibiting or conditioning 
the end-use customer's participation, then, unless the below exception applies, the 
existing end-use customer's registration for Demand Resource participation shall 
be deeraed to be terminated for the applicable Delivery Year, and the Curtailraent 
Service Provider will be subject to the Reliability Pricing Model provisions, as 
specified in Attachment DD ofthe PJM Tariff 

b. In the absence of a response from the electric distribution corapany within the 
referenced ten business day review period, the Office ofthe Intercormection shall assume that the 
load to be reduced is not subject to laws or regulations ofthe Relevant Electric Retail Regulatory 
Authority that prohibit or condition the end-use customer's participation in PJM's Eraergency 
Load Response and Pre-Emergency Load Response Programs, and the Office ofthe 
Intercormection shall accept the registration, provided it meets all other Emergency Load 
Response and Pre-Emergency Load Response Prograra requirements. 

c. For those registrations terminated pursuant to this section, all Emergency Load 
Response and Pre-Emergency Load Response participant activity incuned prior to the 
termination date ofthe registration shall be settled by PJM in accordance with the terms and 
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 

3. For end-use customers of an electric distribution company that distributed 4 million 
MWh or less in the previous fiscal year: 
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a. The Curtailment Service Provider corapletes the Emergency Registration Form 
located on the PJM website. PJM reviews the application and ensures that the qualifications are 
met, including verifying that the appropriate metering exists. After confirming that an entity has 
met ail ofthe quaUfications to be an Emergency Load Response and Pre-Emergency Load 
Response participant, PJM shall notify the appropriate electric distribution company of an 
Emergency Load Response and Pre-Emergency Load Response participant's registration and 
request verification as to whether the load that may be reduced is permitted to participate by the 
Relevant Electric Retail Regulatory Authority pursuant to the process described below. The 
electric distribution company has ten business days to respond. If the electric distribution 
corapany verifies that the load that raay be reduced is permitted or conditionally permitted 
(which condition the electric distribution company asserts has been satisfied) to participate in the 
Emergency Load Response Program and Pre-Emergency Load Response Program, then the 
electric distribution corapany raust provide to the Office ofthe Intercormection vrithin the 
referenced ten business day review period either: (a) an order, resolution or ordinance ofthe 
Relevant Electric Retail Regulatory Authority permitting or conditionally permitting the end-use 
customer's participation, (b) an opinion ofthe Relevant Electtic Retail Regulatory Authority's 
legal counsel attesting to the existence of a regulation or law permitting or conditionally 
permitting the end-use customer's participation, or (c) an opinion ofthe state Attomey General, 
on behalf of the Relevant Electric RetaU Regulatory Authority, attesting to the existence ofa 
regulation or law permitting or conditionally pennitting the end-use customer's participation. 

i. If the electric distribution company denies the end-use customer's Demand 
Resource (as defined in the Reliability Assurance Agreement) registtation on or 
before May 31^' preceding the applicable Delivery Year and the Curtailraent 
Service Provider does not provide the above referenced Relevant Electric Retail 
Regulatory Authority evidence to the Office ofthe Intercormection on or before 
May 31^' preceding the applicable Delivery Year demonstrating that the 
Curtailment Service Provider had Relevant Electric Retail Regulatory Authority 
perraission or conditional permission (which condition the electric distribution 
company asserts has been satisfied) for the end-use customer's participation and 
an executed conttact with the end-use customer Demand Resource before the date 
the Deraand Resource cleared the applicable Reliability Pricing Model Auction 
then, imless the below exception applies, the existing end-use custoraer's 
registration for Deraand Resource participation shall be deeraed to be terrainated 
for the applicable Delivery Year and the Curtailraent Service Provider will be 
subject to the ReliabUity Pricing Model provisions, as specified in Attachraent 
DD ofthe PJM Tariff. 

b. In the absence of a response from the electtic distribution company within the 
referenced ten business day review period, the Office ofthe Intercormection shall reject the 
registration. If it is able to do so in compliance with all ofthe Emergency Load Response and 
Pre-Emergency Load Response Program requirements, including the registration section, the 
Emergency Load Response and Pre-Eraergency Load Response participant may submit a new 
registration to the Office ofthe Interconnection for consideration if a prior registration has been 
rejected pursuant to the terras ofthe Eraergency Load Response and Pre-Eraergency Load 
Response Program provisions. 
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c. For those registrations terminated pursuant to this section, all Emergency Load 
Response and Pre-Emergency Load Response participant activity incuned prior to the 
termination date ofthe registration shall be settled by PJMSettlement in accordance with the 
terms and conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 

4. PJM will inform the requesting Curtailment Service Provider of acceptance into 
the Emergency Load Response Program and Pre-Emergency Load Response Prograra and notify 
the appropriate electric distribution company ofthe requesting Curtailment Service Provider's 
acceptance into the prograra or notifies the requesting Curtailraent Service Provider and 
appropriate electric distribution corapany of PJM's rejection ofthe requesting participant's 
registration. 

5. Any end-use custoraer intending to mn distributed generating units in support of 
local load for the purpose of participating in this prograra must represent in writing to PJM that it 
holds all appUcable environmental and use permits for mnning those generators. Continuing 
participation in this program will be deemed as a continuing representation by the owner that 
each time its distributed generating unit is mn in accordance with this program, it is being mn in 
compliance with all applicable permits, including any emissions, mn-tirae lirait or other 
constraint on plant operations that raay be iraposed by such permits. 
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8.5 Pre-Emergency Operations 

All participants in the Pre-Emergency Load Response Program shall be subject to the operation 
procedures herein, imless the participant can demonstrate its Deraand Resource; (1) relies on 
Behind the Meter generation to fulfill its load reduction obligations; (2) the Demand Resource 
has environmental restrictions imposed on it by Applicable Laws and Regulations that limit the 
Demand Resource's ability to operate only in eraergency conditions; and (3) such limitation 
exists for any period of tirae. For the purposes of Section 8, emergency conditions shall be 
defined either by the express terms of the Applicable Law or Regulation, or if not set forth 
therein shall be deemed to exist if PJM has declared a NERC Energy Eraergency Alert Level 2, 
as defined in the applicable NERC Standards. If these criteria are raet, the participant shall be 
subject to the emergency operation procedures contained in Section 8.6. In such case, the 
Curtailment Service Provider shall submit a request for the relevant Demand Resource(s) to be an 
emergency (versus pre-emergency) Demand Resource to the Office of the Interconnection, at the 
time the Registration Form is subraitted in accordance with this Agreement. A Curtailment 
Service Provider shall not submit a request for an exception unless it has done its due diligence 
to confirm that the Demand Resource meets the requirements referenced herein and has obtained 
from the end-use customer documentation supporting the exception request. The Curtailment 
Service Provider shall provide the Office of the Intercormection with a copy of such supporting 
documentation within three (3) business days of a request therefor. Failure to provide such 
supporting documentation by the deadline shall result in the Demand Resource being subject to 
the pre-emergency procedures herein. 

PJM will initiate a pre-eraergency event prior to the declaration of a Maxiraura Generation 
Emergency or an eraergency event when practicable. A pre-eraergency event is irapleraented 
when econoralc resources are not adequate to serve load and raaintain reserves or raaintain 
systera reliability, and prior to proceeding into emergency procedures. Understanding the 
primary responsibility of the Office of the Interconnection to raaintain system security, the 
Office of the Intercotmection will strive to exhaust, but it is not obligated to exhaust, all 
economic resources prior to initiating a pre-eraergency event. PJM wiU initiate an electronic 
raessage to Curtailraent Service Providers notifying thera of the pre-emergency event; 
Curtailraent Service Providers are required to have the capability to retrieve this electronic 
raessage as described in the PJM Manuals. Additionally, PJM will post the pre-eraergency event 
information on the PJM website and issue a separate All-Call raessage. 

Following PJM's request to reduce load, (i) participants in the Energy Only Option voluntarily 
may reduce load; and (ii) participants in the Full Prograra Option are required to reduce load 
unless they already have reduced load pursuant to the Econoralc Load Response Prograra. PJM 
will dispatch the resources of all Emergency Load Response Prograra participants (not already 
dispatched under the Economic Load Response Prograra) based on the availability, location, 
minimum notification time, dispatch price and/or quantity of load reduction needed, subject to 
transmission constraints in the PJM Region. To give PJM dispatchers the flexibility to address 
reliability concems in the most effective and tiraely raarmer and invoke the resources that offer 
the most assurance of effective relief of emergency conditions, the dispatch of Demand 
Resources may not be based solely on the least-cost resources since such dispatch shall be based 
not only on price, but also on availability, location, miniraura notification tirae and/or quantity of 
raegawatts of load or load reduction needed. 
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The dispatch price of Full Program Option resources and Energy Only Option resources in the 
Pre-Emergency Load Response Program are eligible to set the real time Locational Marginal 
Prices ("LMP") when the Office of the Interconnection has irapleraented pre-emergency 
procedures and such resources are required to reduce demand in the PJM Region and as 
described in Section 2 of Schedule 1 of the PJM Operating Agreeraent and the parallel 
provisions of Attachraent K-Appendix of the PJM Tariff. Energy Only Option resources must 
also satisfy PJM's telemetry requirements. 

Curtailment Service Providers with resources registered to participate in the Emergency Load 
Response and Pre-Emergency Load Response Programs must provide real-time operational data 
regarding the availability and status of their resources to PJM, and comply with operational 
procedures, as described in detail in the PJM Manuals. 
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8.6 Emergency Operations 

PJM will initiate the notification of a Load Management Event coincident with the declaration of 
Maximum Generation emergency. (Impleraentation of the Emergency Load Response Program 
can be used for regional emergencies.) A Load Manageraent Event is irapleraented whenever 
economic generating capacity is not adequate to serve load and maintain reserves or maintain 
system reliability. PJM will initiate an electtonic raessage to Curtailraent Service Providers 
notifying thera of the Load Management Event; Curtailraent Service Providers are required to 
have the capability to retrieve this electronic message as described in the PJM Manuals. 
Additionally, PJM will post the Load Management Event information on the PJM website and 
issue a separate All-Call message. 

Following PJM's request to reduce load, (i) participants in the Energy Only Option voluntarily 
may reduce load; and (ii) participants in the Full Program Option are required to reduce load 
unless they already have reduced load pursuant to the Economic Load Response Program. PJM 
will dispatch the resources of all Eraergency Load Response Program participants (not already 
dispatched under the Economic Load Response Program) based on the availability, location, 
minimum notification time, dispatch price and/or quantity of load reduction needed, subject to 
transmission consttaints in the PJM Region. To give PJM dispatchers the flexibility to address 
reliability concems in the most effective and tiraely raarmer and invoke the resources that offer 
the most assurance of effective relief of emergency conditions, the dispatch of Demand 
Resources may not be based solely on the least-cost resources since such dispatch shall be based 
not only on price, but also on availability, location, rainimura notification tirae and/or quantity of 
megawatts of load or load reduction needed. 

The dispatch price of Full Prograra Option resources and Energy Only Option resources in the 
Emergency Load Response Program are eligible to set the real time LMP when the Office ofthe 
Intercormection has irapleraented Eraergency procedures and such resources are required to 
reduce demand in the PJM Region and as described in Section 2 of Schedule 1 of the PJM 
Operating Agreement and the parallel provisions of Attachraent K-Appendix of the PJM Tariff. 
Energy Only Option resources must also satisfy PJM's teleraetty requirements. 

Curtailraent Service Providers with resources registered to participate in the Eraergency Load 
Response and Pre-Eraergency Load Response Prograras raust provide real-tirae operational data 
regarding the availability and status of their resources to PJM, as described in detail in the PJM 
Manuals. Operational procedures are described in detail in the PJM Manual for Emergency 
Operations. 
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8.7 Verification 

PJM requires that the load reduction meter data be submitted to PJM within 60 days ofthe Load 
Management Event. If the data are not received within 60 days, no payment for participation 
shall be provided. Meter data must be provided for all hours during the day of the Load 
Management Event or the Load Manageraent performance test, and for all hours during any 
other days as required by the Office ofthe Interconnection to calculate the load reduction. 

These data files are to be communicated to PJM either via the Load Response Program web site 
or email. Files that are emailed must be in the PJM-approved file forraat. Meter data will be 
forwarded to the electric distribution corapany upon receipt, and these parties will then have ten 
(10) business days to provide feedback to PJM. 
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8.8 Market Settlements 

Payraent for reducing load is based on the actual kWh relief provided plus the adjustraent for 
losses, subject to the Reporting and Corapliance provisions below. The rainiraura duration ofa 
load reduction request is one hour. The raagnitude of capacity relief provided by Full Program 
Option participants shall be the amount determined in accordance with the Reporting and 
Corapliance provisions below. The raagnitude of relief provided by Energy Only Option 
participants, and the raagnitude of energy relief provided by Full Program Option participants, 
may be less than, equal to, or greater than the kW amount declared on the Emergency 
Registration Form. Compensation will be provided for reductions in energy consumption during 
eraergency events by Full Program Option participants and Energy Only Option participants 
regardless of whether the participant's load during the event exceeds its peak load contribution 
for the applicable DeUvery Year. 

PJMSettlement pays the applicable LMP to the PJM Member that nominates the load. Pa3mient 
will be equal to the measured energy load reduction adjusted for losses times the applicable 
LMP. The measured energy load reduction for locations with approved Economic Load 
Response registrations prior to a Load Management Event that have an economic CBL different 
than the maximum base load as defined in the PJM Manuals will use the associated economic 
CBL to determine the energy load reduction unless the locations on the Emergency Load 
Response registration are not the sarae locations as those included on the Economic Load 
Response registration. If, at the time that a Load Management Event or emergency event is 
initiated by PJM, an end-use customer is already responding econoraically (i.e., pursuant to the 
Economic Load Response mles) and economic CBL is based on Symmetric Additive 
Adjustment, then the CBL calculated based on the Symmettic Additive Adjustment period prior 
to the economic event will be used. Locations that do not have an approved Economic Load 
Response registtation prior to a Load Management Event wiU use the Custoraer Baseline Load as 
defined in section 3.3A.2 and associated Syraraetric Additive Adjustraent as defined in section 
3.3A.2 of this schedule unless an altemative CBL is approved pursuant to section 3.3A.2.01 of 
this schedule as the CBL to detennine the energy load reduction. 

If, however, the sum ofthe hourly energy payments to a Curtailment Service Provider with a 
Deraand Resource dispatched by PJM for actual, achieved reductions is not greater than or equal 
to the offer value (i.e. Minimura Dispatch Price and shut down costs) then the Curtailraent 
Service Provider will be raade whole up to the offer value for its actual, achieved reductions for 
the Demand Resource. 

Locations on Economic Load Response registrations dispatched in the Real-time Energy Market 
or cleared in the Day-ahead Energy Market that are also included on an Eraergency Load 
Response and Pre-Eraergency Load Response registration as Full Prograra Option, and that have 
also been dispatched as part of an eraergency event for the same hour (i.e., have an "overlapping 
dispatch hour") will be compensated for energy based on emergency energy settlement and cost 
allocation mles as set forth in this section and in the PJM Manuals. Overlapping dispatch hours 
will use shutdown costs based on what was considered for the economic event, and no balancing 
Operating Reserve charges will be assessed for deviations from real-tirae dispatch amounts or 
from cleared day-ahead commitments. To avoid duplicative energy payments, overlapping 
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dispatch hours for an aggregate registration (i.e., multiple locations on the same registration) or 
dispatch groups where locations on the Emergency Load Response and Pre-Emergency Load 
Response registration are not the same locations as those on the Economic Load Response 
registration will have hourly economic energy load reduction and/or hourly emergency energy 
load reduction prorated based on load reduction capability provided by the Curtailment Service 
Provider for the locations. 

The Curtailment Service Provider will only submit energy settlements for Load Management 
Events that occur outside ofthe specific availability period defined in the Reliability Assurance 
Agreement for each Demand Resource type if the Curtailraent Service Provider has confirraed 
that the custoraers on the registration did take action to reduce load or the registration reflects the 
entire group of raass market customers for which an energy settleraent will either be submitted 
for all or none ofthe mass market customers, as approved by PJM. The Curtailment Service 
Provider will only submit energy settlements for each registration for Load Management Events 
that occur during the product specific availability period as defined for each product in the 
Reliability Assurance Agreement if the Curtailment Service Provider also provides associated 
load data for each registration in order to calculate that registration's capacity compliance. 

Full Program Option participants that fail to provide a load reduction (as measured as set forth in 
the Reporting and Compliance provisions below) when dispatched by PJM shall be assessed 
penalties and/or charges as specified in Attachment DD ofthe PJM Tariff and the Reliability 
Assurance Agreeraent, as applicable. 

During emergency conditions, costs for eraergency purchases in excess of LMP are allocated 
among PJM Market Buyers in proportion to their increase in net purchases rainus real-time 
dispatch reduction raegawatts from the PJM energy market during the hour in the Real-tirae 
Energy Market compared to the Day-ahead Energy Market. Consistent with this pricing 
methodology, all charges under the Emergency Load Response and Pre-Emergency Load 
Response Prograras are allocated to purchasers of energy, in proportion to their increase in net 
purchases minus real-tirae dispatch reduction megawatts frora the PJM energy raarket during the 
hour from day-ahead to real-time. 

Emergency Load Response and Pre-Emergency Load Response Program charges and credits will 
appear on the PJM Members monthly bill, as described in the PJM Manual for Operating 
Agreement Accounting and the PJM Manual for Billing. 
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8.9 Reporting and Compliance 

Actual load reductions of Energy Only Option eraergency resources will be added back for the 
purpose of peak load calculations for capacity for the following Delivery Year. 

Actual Emergency Load Response, Pre-Emergency Load Response and Economic Load 
Response load reductions for Load Management resources registered as Emergency Load 
Response or Pre-Emergency Load Response Full Prograra Option or Capacity Only resources 
which occur frora June 1 through September 30, will be added back for the purpose of 
calculating peak load for capacity for the following Delivery Year, as set forth in the PJM 
Manuals and consistent with the load response recognized for capacity compliance as set forth in 
the Reporting and Compliance provisions below. Capacity Only resources are Full Program 
Option resources that do not receive an energy payment for load reductions during a pre-
emergency or emergency event. 

Actual load reductions of Load Management resources registered as Emergency Load Response 
or Pre-Eraergency Load Response Full Program Option or Capacity Only resources used to 
detennine Load Management Event and test capacity compliance for Firra Service Level and 
Guaranteed Load Drop end-use custoraers shall be equal to the load reduction provided to the 
electric distribution company as follows and in accordance with the PJM Manuals: 

i) For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load used to 
best represent what the load would have been if the Office ofthe Intercormection did not 
declare a Load Management Event or the CSP did not initiate a test as outlined in the 
PJM Manuals, minus the raetered load ("Load") and then rauttiplied by the loss factor 
("LF") or (b) the current DeUvery Year peak load contribution ("PLC") minus the 
metered load raultiplied by the loss factor ("LF"). A load reduction will only be 
recognized for capacity corapliance if the raetered load raultiplied by the loss factor is 
less than the current Delivery Year peak load contribution. The calculation is represented 
by: 

Miniraum of {(comparison load - Load) * LF, PLC - (Load * LF)} 

Methodologies for establishing comparison load for Guaranteed Load Drop end-use 
customers include the following: 

• Comparable Day 

• Same Day 

• Customer Baseline 

• Regression Analysis 

• Generation 

Each ofthese methodologies is described in greater detail in Manual M-19, PJM Manual 
for Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines. 
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ii) For Firm Service Level end-use customers tiie cunent Delivery Year PLC minus the 
Load muhiplied by the LF. The calculation is represented by: 

PLC - (Load * LF ) 

The capacity compliance of Load Management resources that are registered as Eraergency Load 
Response and Pre-Emergency Load Response Full Program Option, as determined in accordance 
with these Reporting and Compliance provisions, shall not affect energy payments to such 
resources for load reductions during an emergency event, as provided in the Market Settlements 
provisions above and Attachment DD ofthe Tariff. 

PJM will submit any required reports to FERC on behalf of the Emergency Load Response and 
Pre-Emergency Load Response Prograra participants. PJM will also post this document, as well 
as any other program-related docuraentation on the PJM website. 

PJM will post on hs website a report of demand response activity, and wUl provide a summary 
thereof to the PJM Markets and Reliability Committee on an aimual basis. 

As PJM receives evidence from the electric distribution companies pursuant to section 1.5A.3 of 
PJM's Economic Load Response Program, PJM will post on its website a list of those Relevant 
Electric Retail Regulatory Authorities that the electric distribution companies assert prohibit or 
condition retail participation in PJM's Emergency Load Response and Pre-Emergency Load 
Response Prograra together with a conesponding reference to the Relevant Electric Retail 
Regulatory Authority evidence that is provided to PJM by the electric distribution companies. 
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8.10 Non-Hourly Metered Customer Pilot 

Non-hourly metered customers may participate in the Emergency Load Response Program on a 
pilot basis under the following circumstances. The Curtailment Service Provider raust propose 
an altemate raethod for measuring hourly demand reductions. The Office ofthe Interconnection 
shall approve altemate measurement mechanisras on a case-by-case basis for a time period 
specified by the Office ofthe Interconnection ("Pilot Period"). Demand reductions by non-
hourly metered custoraers using altemate measureraent mechanisms on a pilot basis shall be 
liraited to a combined total of 500 MW of reductions in both the Emergency Load Response 
Program and the PJM Interchange Energy Market. With the sole exception ofthe requirement 
for hourly raetering, non-hourly raetered customers shall be subject to the mles and procedures 
for participation in the Emergency Load Response Program. Following completion of a Pilot 
Period, the altemate method shall be evaluated by the Office ofthe Interconnection to determine 
whether such altemate method should be included in the PJM Manuals as an accepted 
measurement mechanism for deraand reductions in the Emergency Load Response Prograra. 
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8.11 Emergency Load Response and Pre-Emergency Load Response Participant 
Aggregation. 

The purpose for aggregation is to aUow the participation of End-Use Customers in the 
Emergency Load Response and Pre-Eraergency Load Response Programs that can provide less 
than 100 kW of demand response on an individual basis. Eraergency Load Response and Pre-
Eraergency Load Response Participant aggregations shall be subject to the following 
requireraents: 

i. All End-Use Custoraers in an aggregation shall be specifically identified; 

ii. All End-Use Custoraers in an aggregation shall be served by the same electric 
distribution company; 

iii. All End-Use Custoraers in an aggregation that settle at Transraission Zone, 
existing load aggregate, or node prices shall be located in the sarae Transmission 
Zone, existing load aggregate or at the sarae node, respectively; 

iv. Energy settlement will be based on each individual customer's load reductions, or 
a current statistical sample of end-use customers' load reductions for non-interval 
raetered residential Direct Load Control customers as set forth In the PJM 
Manuals, pursuant to section 3.3 A of Schedule 1 of this Agreement, the PJM 
Reliability Assurance Agreement Araong Load Serving Entities in the PJM 
Region and the PJM Manuals. Capacity compliance will be based on each 
individual customers' load reductions, or a cunent statisitical sample of end-use 
customers' load reductions, and then aggregated pursuant to section 3.3A of 
Schedule 1 of this Agreeraent, the PJM Reliability Assurance Agreeraent Among 
Load Serving Entities in the PJM Region and the PJM Manuals; and 

V. Each End-Use Customer site must meet the requirements for market participation 
by a Deraand Resource. 
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SCHEDULE 2 -
COMPONENTS OF COST 

1. GENERAL COST PROVISIONS 

1.1 Permissible Components of Cost-based Offers. 

(a) Each Market Participant obligated to sell energy on the PJM Interchange Energy Market 
at cost-based rates raay include the following coraponents or their equivalent in the 
determination of costs for energy supplied to or from the PJM Region: 

For generating units powered bv boilers 
Firing-up cost 
Peak-prepared-for raaintenance cost 

For generating units powered bv raachines 
Starting cost from cold to synchronized operation 

For all generating units 
Incremental fuel cost 
Incremental maintenance cost 
No-load cost during period of operation 
Incremental labor cost 
Emission allowances/adders 
Maintenance Adders 
Ten percent adder 
Other incremental operating costs 

For a generating unit that is subject to operational limitations due to energy or 
environmental limitations imposed on the generating unit by Applicable Laws and Regulations 
(as defined m the PJM Tariff), the Market Participant raay include in the calculation of its "other 
increraental operating costs" an araount reflecting the unit-specific Energy Market Opportunity 
Costs expected to be incuned. Such unit-specific Energy Market Opportunity Costs are 
calculated by forecasting Locational Marginal Prices based on future contract prices for 
electricity using PJM Westem Hub forward prices, taking into account historical variability and 
basis differentials for the bus at which the generating unit is located for the prior three year 
period immediately preceding the relevant compliance period, and subtract therefrom the 
forecasted costs to generate energy at the bus at which the generating unit is located, as specified 
in more detail in PJM Manual 15. If the difference between the forecasted Locational Marginal 
Prices and forecasted costs to generate energy is negative, the resulting Energy Market 
Opportunity Cost shall be zero. Notwithstanding the foregoing, a Market Participant may submit 
a request to PJM for consideration and approval of an altemative method of calculating its 
Energy Market Opportunity Cost if the standard methodology described herein does not 
accurately represent the Market Participant's Energy Market Opportunity Cost. 
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For a generating urut that is subject to operational limitations because it only has a 
limited number of starts or available run hours resulting from (i) the physical equipraent 
limitations ofthe unh, for up to one year, due to original equipment manufacturer 
recommendations or insurance canier restrictions, or (ii) a fuel supply limitation, for up to one 
year, resuhing from an event of Catastrophic Force Majeure, the Market Participant may include 
in the calculation of its "other increraental operating costs" an amount reflecting the unit-specific 
Non-Regulatory Opportunity Costs expected to be incuned. Such unit-specific Non-Regulatory 
Opportunity Costs are calculated by forecasting Locational Marginal Prices based on future 
contract prices for electricity using PJM Westem Hub forward prices, taking into account 
historical variability and basis differentials for the bus at which the generating unit is located for 
the prior three year period immediately preceding the period oftime in which the unit is bound 
by the referenced restrictions, and subtract therefrora the forecasted costs to generate energy at 
the bus at which the generating unit is located, as specified in raore detail in PJM Manual 15. If 
the difference between the forecasted Locational Marginal Prices and forecasted costs to 
generate energy is negative, the resulting Non-Regulatory Opportimity Cost shall be zero. 

(b) All fuel costs shall employ the marginal fuel price experienced by the Member. 

1.2 Method of Determining Cost Components. 

The PJM Board, upon consideration ofthe advice and recommendations ofthe Merabers 
Committee, shall from time to tirae define in detail the raethod of deterraining the costs entering 
into the said components, and the Members shall adhere to such definitions in the preparation of 
incremental costs used on the Interconnection. 

2. FUEL COST POLICY 

2.1 Approved Fuel Cost Policy Requirement for Non-Zero Cost-based Offer. 

A Market Seller may only subrait a non-zero cost-based offer into the PJM Interchange Energy 
Market for a generation resource if it has a PJM-approved Fuel Cost Policy consistent with each 
fuel type for such generation resource. 

2.2 Fuel Cost Policy Approval Process. 

(a) A Market Seller shall provide a Fuel Cost Policy to PJM and the Market Monitoring Unit 
for each generation resource that it intends to offer into the PJM Interchange Energy Market, for 
each fuel type utilized by the resource. The Market Seller shall subrait its initial Fuel Cost 
Policy for a generation resource to PJM and the Market Monitoring Unit for review by no later 
than 45 days prior to the Market Seller's expected initial submittal ofa cost-based offer for the 
resource and shall update existing Fuel Cost Policies consistent with the armual update 
requirements set forth below in section 2.6. For each new generation resource for which the 
Market Seller does not have cornraercial operating data, the Market Seller shall subrait a 
provisional Fuel Cost Policy, which describes the Market Seller's methodology to procure and 
price fuel and includes all available operating data, to PJM and the Market Monitoring Unit for 
review and approval by no later than forty five (45) calendar days prior to the Market Seller's 
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expected initial submittal of a cost-based offer for the resource. Within ninety (90) calendar days 
ofthe commercial operation date ofthe generation resource, the Market Seller shall submit to 
PJM and the Market Monitoring Unit for review an updated Fuel Cost Policy reflecting actual 
coraraercial operating data ofthe resource. The basis for the Market Monitoring Unit's review is 
described in the PJM Tariff, Attachment M-Appendix. PJM shall consult with the Market 
Monitoring Unit, and consider any input and advice timely received frora the Market Monitoring 
Unit, in its determination of whether to approve a Market Seller's Fuel Cost Policy. After it has 
completed its evaluation ofthe submitted Fuel Cost Policy, PJM shall notify the Market Seller m 
writing, with a copy to the Market Monitoring Unit, whether the Fuel Cost Policy is approved or 
rejected. If PJM rejects a Market Seller's Fuel Cost Policy, PJM shall include an explanation for 
why the Fuel Cost Policy was rejected in its written notification. 

(b) PJM and the Market Monitoring Unit will have an initial thirty (30) Business Days for 
review of a submitted policy. Market Sellers shall have five (5) Business Days or an altemative 
deadline agreed to by PJM, to provide addhional docuraentation or inforraation on any request 
frora PJM or the Market Monitoring Unit. If the Market Seller does not believe it can provide 
the information within five (5) Business Days, it can request an altemative deadline for 
submission ofthe data from PJM no later than one (1) Business Day before the due date ofthe 
request for additional data, and if PJM consents to extend the deadline, PJM will advise the 
Market SeUer and the Market Monitoring Unit of the new deadline. If the Market Monitoring 
Unit makes a request directly to the Market Seller, the Market Monitoring Unit shall, within one 
(1) Business Day, infonn PJM of such request at the time it is raade. Failure to raeet a data 
request deadUne raay result in PJM's rejection ofthe policy. If additional documentation or 
information has been requested by PJM or the Market Monitoring Unit, PJM has five (5) 
Business Days after the deadline for the Market Seller's submittal of such additional information 
or docuraentation to notify the Market Seller and Market Monitoring Unit of its approval or 
rejection ofthe Fuel Cost Policy. 

2.3 Standard of Review. 

(a) PJM shall review and approve a Fuel Cost PoUcy if it meets the requirements set forth in 
subsections 2.3(a)(i) through (v) below. PJM shall reject Fuel Cost Policies that fail to meet such 
requireraents and that do not accurately reflect the applicable costs, such as the fuel source, 
transportation cost, procureraent process used, applicable adders, comraodity cost, or provide 
sufficient information for PJM to verify the Market Seller's fuel cost at the time ofthe Market 
Seller's cost-based offer. If PJM rejects a Market Seller's Fuel Cost PoUcy, PJM shall include an 
explanation for why the Fuel Cost Policy was rejected in its written notification. A Fuel Cost 
Policy must: 

(i) Provide information sufficient for the verification ofthe Market Seller's fuel 
procurement practices, as fiirther described below and in PJM Manual 15, and how those 
practices are utilized to determine cost-based offers the Market Seller subraits into the PJM 
Interchange Energy Market; 

(ii) Reflect the Market SeUer's appUcable comraodity and/or ttansportation contracts 
(to the extent it holds such contracts) and the Market Seller's method of calculating delivered 
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fossil fuel cost, liraited to inventoried cost, replacement cost or a corabination thereof, that 
reflect the way fuel is purchased or scheduled for purchase, and set forth all applicable indices as 
a raeasure that PJM can use to verify how anticipated spot market purchases are utilized in 
determining fuel costs; 

(iii) Provide a detailed explanation ofthe basis for and reasonableness of any 
applicable adders included in determining fuel costs in accordance with PJM Manual 15; 

(iv) Account for situations where applicable indices or other objective market 
measures are not sufficiently liquid by documenting the altemative means actually utilized by 
the Market Seller to price the applicable fuel used in the determination of its cost-based offers, 
such as documented quotes for the procurement of natural gas; and 

(v) Adhere to all requireraents of PJM Manual 15 appUcable to the generation 
resource. 

(b) To the extent a Market Seller proposes altemative measures to document its fiiel costs in 
its Fuel Cost Policy for a generation resource, the Market Seller shall explain how such 
altemative measures are consistent with or superior to the standard specified in section 2.3(a) 
above, accounting for the unique circurastances associated with procureraent of fuel to supply 
the generation resource. 

(c) If PJM determines that a Fuel Cost Policy submitted for review does not contain adequate 
support for PJM to make a determination as to the acceptability of any portion ofthe proposed 
policy consistent with the standards set forth above, PJM shall reject the Fuel Cost Policy. If 
PJM rejects the Fuel Cost PoUcy, the Market Seller's previously PJM-approved Fuel Cost Policy 
shall apply to all ofthe Market Seller's cost-based offers until such time as, subject to the review 
process set forth below in section 2.6, PJM approves a new Fuel Cost Policy for the Market 
SeUer. 

2.4 Revocation of Approved Fuel Cost Policies. 

If, after having approved a Fuel Cost Policy, PJM deterraines, with input and advice tiraely 
received frora the Market Monitoring Unit, that the Market Seller's procurement practices or the 
method for determining other coraponents of cost-based offers is no longer consistent with the 
approved Fuel Cost Policy, this Schedule or PJM Manual 15, PJM raay revoke its approval ofthe 
Fuel Cost Policy, and Market Seller shall be required to submit a new Fuel Cost Policy for 
approval pursuant to the process and deadlines set forth in PJM Manual 15. If PJM revokes a 
Market Seller's previously approved Fuel Cost Policy, PJM shall notify the Market Seller in 
writing, with a copy to the Market Monitoring Unit, and include an explanation for the 
revocation. Upon revocation of a Fuel Cost Policy, the penalty referenced in section 5(a) below 
shaU apply begirming on the day after PJM issues the written notification of revocation to the 
Market Seller, with no additional requirement for PJM to provide any further notice to the 
Market Seller. 

2.5 Information Required To Be Included In Fuel Cost Policies. 

Effective Date: 5/15/2017 - Docket*: ER16-372-003 - Page 4 



Intra-PJM Tariffs ~> OPERATING AGREEMENT - > OA SCHEDULE 2 

(a) Each Market Seller shall include in its Fuel Cost Policy the following inforraation, as 
further described in the applicable provisions of PJM Manual 15: 

(i) For all Fuel Cost Policies, regardless of fiiel type, the Market Seller shall provide 
a detailed explanation ofthe Market SeUer's established raethod of calculating fuel costs, 
indicating whether fuel purchases are subject to a contract price and/or spot pricing, and 
specifying how it is deterrained which ofthe conttact prices and/or spot raarket prices to use. 
The Market Seller shall include its raethod for determining comraodity, handling and 
transportation costs. 

(ii) For Fuel Cost Policies applicable to generation resources using a fuel source other 
than natural gas, the Market Seller shall adhere to the following guidelines: 

1. Fuel costs for solar. Energy Storage Resources and run-of-river hydro 
resources shall be zero. 

2. Fuel costs for nuclear resources shall not include in-service interest 
charges whether related to fuel that is leased or caphalized. 

3. For Pumped Storage Hydro resources, fuel cost shall be determined based 
on the amount of energy necessary to pump from the lower reservoir to the upper 
reservoir. 

4. For wind resources, the Market Seller shall identify how it accounts for 
renewable energy credits and production tax credits. 

5. For solid waste, bio-mass and landfill gas resources, the Market Seller 
shall include the costs of such fuels even when the cost is negative. 

(iii) Market Sellers shall report, for all ofthe generation resource's operating modes, 
fuels, and at various operating temperatures, the incremental, no load and start heat requirements, 
the raethod of developing heat inputs, and the frequency of updating heat inputs. 

(iv) A Fuel Cost Policy shall include any applicable unit specific performance factors, 
and the raethod used to deterraine them, which may be modified seasonally to reflect ambient 
conditions. 

(v) A Fuel Cost Policy shall include the cost-based Start Cost calculation for the 
generation resource, and identify for each temperature state the starting fuel (MMBtu), station 
service (MWh), start Maintenance Adder, and any Start Additional Labor Cost. 

(vi) A Fuel Cost Policy shaU also include any other increraental operating costs included 
in a Market Seller's cost-based offer for a resource, including but not limited to the consumables 
used for operation and the marginal value of costs in terras of dollars per MWh or dollars per 
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unit of fuel, along with all applicable descriptions, calculation raethodologies associated with 
such costs, and frequency of updating such costs. 

2.6 Periodic Update and Review of Fuel Cost Policies. 

On an armual basis, all Market SeUers will be required to either submit to PJM and the Market 
Monitoring Unit an updated Fuel Cost Policy that complies with this Schedule 2 and PJM 
Manual 15, or confirm that their cunentiy effective and approved Fuel Cost Policy remains 
compliant, pursuant to the procedures and deadlines specified in PJM Manual 15. Market Sellers 
must subrait such inforraation by no later than June 15 of each year. PJM shall consult with the 
Market Monitoring Unit, and consider any input tiraely received frora the Market Monitoring 
Unit, in its deterraination of whether to approve a Market Seller's updated Fuel Cost Policy. 
After it has corapleted its evaluation ofthe request, PJM shall notify the Market Seller in writing, 
with a copy to the Market Monitoring Unit, of its determination whether the updated Fuel Cost 
Policy is approved or rejected by no later than Noveraber 1. If PJM rejects a Market Seller's 
updated Fuel Cost Policy, in its written notification, PJM shall provide an explanation for why 
the Fuel Cost Policy was rejected. If a Market Seller desires to update its Fuel Cost Policy, or 
PJM determines either on its own or based on input received frora the Market Monitoring Unit, 
that the Market Seller raust update hs Fuel Cost PoUcy outside ofthe armual review process, the 
Market Seller shall follow the applicable processes and deadlines specified in this Schedule 2 
and the PJM Manual 15. 

2.7 Market Monitoring Unit Review For Market Power Concerns. 

Nothing in this Schedule 2 is intended to abrogate or in any way alter the responsibility ofthe 
Market Monitoring Unit to make determinations about raarket power pursuant to PJM Tariff, 
Attachraent M and Attachment M-Appendix. 

3. EMISSION ALLOWANCES/ADDERS 

3.1 Review of Emissions Allowances/Adders. 

(a) For emissions costs, Markel Sellers shall report the emissions rate of each generation 
resource, the method for determining the emissions allowance cost, and the frequency of 
updating emission rates. Such adders raust be submitted and reviewed at least armually by PJM 
and be changed if they are no longer accurate. 

(b) Market Sellers raay subrait emissions cost information to PJM and the Market 
Monitoring Unit as part ofthe information it submits during the annual Fuel Cost Policy review 
process, described in section 2.6 of this Schedule. The basis for the Market Monitoring Unit's 
review is described in PJM Tariff, Attachment M-Appendix, section ILA.2. PJM shall consuh 
with the Market Monitoring Unit, and consider any input and advice timely received frora the 
Market Monitoring Unit, in its deterraination of whether to approve eraissions costs. 
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4. MAINTENANCE ADDERS 

4.1 Review of Maintenance Adders. 

(a) Maintenance Adders must be submitted and reviewed at least armually by PJM and be 
changed if they are no longer accurate. Maintenance Adders carmot include any costs that are 
included in the generation resource's Avoidable Cost Rate. 

(b) Market Sellers raay submit Maintenance Adder inforraation to PJM and the Market 
Monitoring Unit as part ofthe inforraation it submits during the armual Fuel Cost PoUcy review 
process, described in section 2.6 of this Schedule. The basis for the Market Monitoring Unit's 
review is described in PJM Tariff, Attachraent M-Appendix, section II.A.2. PJM shall consult 
with the Market Monitoring Unit, and consider any input and advice tiraely received from the 
Market Monitoring Unit, in its deterraination of whether to approve eraissions costs. 

5. PENALTY PROVISIONS 

5.1 Penalties. 

(a) If upon review ofa Market Seller's cost-based offer, PJM deterraines that the offer is not 
in compliance with the Market Seller's PJM-approved Fuel Cost PoUcy or this Schedule 2 and 
the Market Monitoring Unit agrees with that deterraination, or the Market Monitoring Unit 
deterraines that the offer is not in corapliance with the Market Seller's PJM-approved Fuel Cost 
Policy and PJM agrees with the Market Monitoring Unit's deterraination, or the Market Seller 
does not have a PJM-approved Fuel Cost Policy, or PJM determines that any portion ofthe cost-
based offer is not in compliance with this Schedule 2, the Market Seller shall be subject to the 
following penalty summed for each hour that the offer applied: 

E Penalty^/, = min f̂ . 15) x LMP/, x MW^ 
20 

where: 

dis the greater of one and the nuraber of days since PJM first notified the Market Seller 
of PJM's and the Market Monitoring Unit's agreement regarding applicability ofthe penalty 

h is the applicable hour ofthe day for which the offer applies 

LMP/, is the real-time LMP at the applicable pricing location for the resource for the hour 

MW/, is the available capacity ofthe resource for the hour 

All charges coUected pursuant to this provision shall be allocated to Market Participants 
based on each Market Participant's real-time load ratio share for each appUcable hour, as 
determined based on the Market Participant's total hourly load (net of operating Behind The 
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Meter Generation, but not to be less than zero) to the total hourly load of all Market Participants 
in the PJM Region. 

(b) Market Sellers that are assessed a penalty for non-compliance with an approved Fuel 
Cost PoUcy or the cost-based offer is not in corapliance with the Market Seller's PJM-approved 
Fuel Cost PoUcy or this Schedule 2 shall be assessed penalties until the day after PJM determines 
that the Market Seller's cost-based offers are in corapliance with the Market Seller's approved 
Fuel Cost Policy or in compliance with this Schedule 2. Such penalties will be assessed for no 
less than one (1) Operating Day. 

(c) Market Sellers that are assessed a penalty for not having an approved Fuel Cost Policy 
shall be assessed penahies until the day after PJM approves the Market Seller's submitted Fuel 
Cost Policy. Such penalties will be assessed for no less than one (1) Operating Day. 

(d) If upon review of a Market Seller's cost-based offer PJM and the Market Monitoring Unit 
disagree about whether the offer is in corapliance with the Market Seller's PJM-approved Fuel 
Cost Policy, PJM and/or the Market Monitoring Unit may confidentially refer the raatter to 
FERC Office of Enforceraent for resolution and deterraination whether the applicable penalties 
should be assessed. 

5.2 Rebuttal Period To Challenge Revocation of Fuel Cost Policy. 

Market Sellers who have a Fuel Cost PoUcy revoked by PJM will be provided a three (3) 
Business Day rebuttal period, starting from the date of revocation, to submit supporting 
documentation to PJM demonstrating that the revoked Fuel Cost Policy accurately refiects the 
fuel source, transportation cost, procurement process used, applicable adders, or commodity cost 
for such generation resource such that the Fuel Cost Policy accurately reflects the Market 
Seller's fuel procurement practices and methodology for pricing fuel. During the rebuttal period, 
if the Market Seller does not have a PJM-approved Fuel Cost PoUcy, It may not subrait a non
zero cost-based offer. The penalty will still apply during the rebuttal period. However, if, upon 
review ofthe Market Seller's supporting documentation, PJM determines that the revoked policy 
accurately reflects the Market Seller's actual methodology used to develop the cost-based offer 
that was submitted at the tirae of revocation and that the Market Seller has not violated its Fuel 
Cost Policy, then PJM will refund to the Market Seller the penalty payraents and raake whole the 
Market Seller via uplift payments for the tirae period for which the applicable Fuel Cost Policy 
had been revoked and the generation resource was raitigated to its cost-based offer. 
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SCHEDULE 2 - EXHIBIT A -
EXPLANATION OF THE TREATMENT OF THE COSTS OF 

EMISSION ALLOWANCES 

The cost of eraission allowances is included in "Other Increraental Operating Costs" pursuant to 
Schedule 2. The replaceraent cost of eraission allowances will be used to recover the cost of 
eraission allowances consuraed as a resuh of producing energy for the PJM Region. 

Index 

Consistent with definitions promulgated by the PJM Board upon consideration ofthe advice and 
recommendations ofthe Members Coraraittee under Schedule 2, each Member subject to 
Schedule 2 will determine and provide to the Interconnection its replacement cost of emission 
allowances, such cost to be an araount not exceeding the raarket price index published by 
Cantor-Fitzgerald Enviromnental Brokerage Services ("EBS"), or a PJM Board approved index 
in the event that EBS should cease publication of such index. As with all other coraponents of 
cost required for accounting under this Agreeraent, each Member subject to Schedule 2 will use 
the sarae replaceraent cost of eraissions allowances, so detennined, as it uses for coordinating 
operation of its generating facilities hereunder. 

For each Meraber subject to Schedule 2, the cost of eraissions allowances is included in the cost 
of energy supplied to or received from the PJM Region. 

Payment 

The Members subject to Schedule 2 waive the right of payment-in-kind for emission allowances 
for transactions wholly between the parties. Cash payments for emission allowances consumed 
in providing energy for the PJM Region shall be incorporated into and conducted pursuant to the 
billing procedures for energy prescribed by this Agreement. 

Calculation of Emission Allowance Amount and Cost 

Pursuant to the letter frora the PJM hiterconnection to FERC dated June 26, 1995, the calculation 
of an armual average for the cost of emission allowances, described below, is required due to the 
profile ofthe PJM physical system and PJM Energy Management software system. An average 
eraission allowance cost based on a standard production cost study case will be used to calculate 
the average cost of eraission allowances for each pool megawatt produced. 

The Emission Allowances (Tons of S02) associated with a transaction will be calculated by 
multiplying the magnitude of a transaction (MWhr) by an Emissions per MWHr Factor (Tons of 
S02perMWhr): 

Emission Transaction Emissions 
Allowances = Magnitude x per MWhr 
Used Factor 
(Tons of S02) (MWhr) (Tons of S02 per MWhr) 
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The Emissions per MWHr Factor will be calculated by dividing the forecast aimual eraissions 
from all Phase I units (Tons of S02) by the Forecast Armual Total PJM Energy Production 
(MWhr): 

Emissions 
per MWhr = Forecast Annual Phase I Unit Emissions (Tons of S02) 
Factor Forecast Armual Total PJM Energy Production (MWhr) 
(TonsofS02 
per MWhr) 

Likewise, the cost (Dollars) ofthe Emission Allowances for a transaction will be 
calculated by raultiplying the transaction raagnitude (MWhr) by a Charge per MWhr Factor 
(Dollars per MWHr). 

Costof Emission Transaction Charge 
Allowances Used = Magnitude x per MWhr Factor 

(Dollars) (MWhr) (Dollars per MWhr) 

The Charge per MWhr Factor will be calculated by multiplying, for each Meraber subject 
to Schedule 2, its Forecast Annual Emissions (Tons of S02)by its respective Emissions 
Allowance Replacement Cost (Dollars per Ton of S02) to yield each the forecasted armual cost 
of eraissions (Dollars). Then, the total of forecasted armual cost of emissions for each Member 
subject to Schedule 2 is divided by the Forecast Armual Total PJM Energy Production (MWhr) 
to determine the Charge per MWHr Factor (Dollars per MWHr). 

Charge per 
MWhr Factor = SCA x B). where: 

C 
A = Member's Forecasted Annual Eraissions, (Tons of S02) 
B = Emission Allowance Replacement Cost, (Dollars per Ton of S02, per company) 
C = Forecast Annual PJM Energy Production, (MWhr) 
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SCHEDULE 3 -
ALLOCATION OF THE COST AND EXPENSES 
OF THE OFFICE OF THE INTERCONNECTION 

(a) Each group of Affiliates, each group of Related Parties, and each Member that is 
not in such a group shall pay an annual merabership fee, the proceeds ofwhich shall be used to 
defray the costs and expenses ofthe LLC, including the Office ofthe Intercormection. The 
araount ofthe annual fee as ofthe Effective Date shall be $5,000. The annual raerabership fee 
shall be charged on a calendar year basis. In the year that a new raerabership commences, the 
armual raerabership fee may be reduced, at the election ofthe entity joining, by l/12th for each 
full raonth that has passed prior to raembership commencing. If the entity seeking to join elects 
to pay a prorated annual membership fee as provided here, it shall not be permitted to vote at 
raeetings until the first day following the date that its entry as a new Meraber is armounced at a 
Merabers Coraraittee raeeting, provided that if an entity's merabership is terminated and it seeks 
to rejoin within twelve months, it will be subject to the full $5,000 annual merabership fee. 
Armual merabership fees shall not be refunded, in whole or in part, upon tennination of 
raembership. Each group of Affiliates, each group of Related Parties, and each Member that 
does not timely pay its annual membership fee by January 1 shall be deemed to have given 
notice of its intent to withdrawal from PJM Membership hi accordance with Section 18.18.2 of 
this Agreeraent. PJM shall provide the affected group of AffiUates, group of Related Parties 
and/or Member with notification (electtonic or otherwise) of Its intent to apply this provision and 
the affected group of Affiliates, group of Related Parties and/or Member shall have 90 days 
therefrora to make payment of its armual membership fee before its withdrawal frora PJM 
Merabership becoraes effective. 

(b) Each group of State Offices of Consuraer Advocates from the same state or the 
District of Columbia and each State Consuraer Advocate that nominates its representative to vote 
on the Merabers Committee but is not in such a group shall pay an annual fee, the proceeds of 
which shall be used to defray the costs and expenses ofthe LLC, including the Office ofthe 
Intercormection. The amount ofthe armual fee shall be $500. The armual merabership fee shall 
be charged on a calendar year basis and shall not be subject to proration for memberships 
comraencing during a calendar year. 

(c) The araount ofthe armual fees provided for herein shall be adjusted frora time to 
time by the PJM Board to keep pace with inflation. 

(d) All reraaining costs ofthe operation ofthe LLC and the Office ofthe 
Interconnection and the expenses, including, without liraitation, the costs of any insurance and 
any claims not covered by insurance, associated therewith as provided in this Agreement shall be 
costs of PJM Intercormection, L.L.C. Administrative Services and shall be recovered as set forth 
in Schedule 9 to the PJM Tariff. Such costs may include costs associated with debt service, 
including the costs of funding reserve accounts or meeting coverage or similar requireraents that 
financing covenants raay necessitate. 

(e) An entity accepted for membership in the LLC shall pay all costs and expenses 
associated with additions and modifications to its own metering, communication, computer, and 
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other appropriate facilities and procedures needed to effect the inclusion ofthe entity in the 
operation ofthe Intercormection, and for additional services requested by Members from the 
LLC, PJMSettlement or the Office ofthe Intercormection that are not required for the operation 
ofthe LLC or the Office ofthe Intercormection. 
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SCHEDULE 4 -
STANDARD FORM OF AGREEMENT TO BECOME A MEMBER OF THE LLC 

Any entity which wishes to become a Member ofthe LLC shall, pursuant to Section 11.6 of this 
Agreement, tender to the President an application, upon the acceptance ofwhich it shall execute 
a supplement to this Agreement in the following forra: 

Additional Member Agreement 

1. This Additional Meraber Agreement (the "Supplemental Agreemenf), dated as of 
, is entered into among and the President ofthe LLC 

acting on behalf of its Members. 

2. has demonstrated that it meets all ofthe qualifications required ofa 
Member to the Operating Agreement. If expansion ofthe PJM Region is required to integrate 

's facilities, a copy of Attachraent J from the PJM Tariff marked to 
show changes in the PJM Region boundaries is attached hereto. agrees 
to pay for all required metering, telemetering and hardware and software appropriate for it to 
become a member. 

3. agrees to be bound by and accepts all the terms ofthe 
Operating Agreement as ofthe above date. 

4. hereby gives notice that the name and address of its initial 
representative to the Members Coraraittee under the Operating Agreeraent shall be: 

5. The President ofthe LLC is authorized under the Operating Agreement to execute this 
Supplemental Agreement on behalf of the Members. 

6. The Operating Agreement is hereby amended to include as a Member of 
the LLC thereto, effective as of , , the date the President ofthe 
LLC countersigned this Agreement. 

IN WITNESS WHEREOF, and the Members ofthe LLC have 
caused this Supplemental Agreement to be executed by their duly authorized representatives. 

Members ofthe LLC 

By: 
Name: 
Titie: President 

By: 
Name: 
Title: 

Effective Date: 9/17/2010 - Docket*: ERlO-2710-000 - Page 1 



Intra-PJM Tariffs - > OPERATING AGREEMENT - > OA SCHEDULE 5 

SCHEDULE 5 -
PJM DISPUTE RESOLUTION PROCEDURES 

References to section nurabers in this Schedule 5 refer to sections of this Schedule 5, unless 
otherwise specified. 
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1. DEFINITIONS 
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1.1 Alternate Dispute Resolution Coordinator. 

"Altemate Dispute Resolution Coordinator" shall raean the individual designated by the Office 
ofthe Interconnection. 
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1.2 Related PJM Agreements. 

"Related PJM Agreements" shall raean this Agreement, the Consolidated Transraission Owners 
Agreement and the Reliability Assurance Agreeraent. 
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2. PURPOSES AND OBJECTIVES 
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2.1 Common and Uniform Procedures. 

The PJM Dispute Resolution Procedures are intended to establish comraon and uniform 
procedures for resolving disputes arising under the Related PJM Agreeraents. To the extent any 
ofthe foregoing agreements or the PJM Tariff contains dispute resolution provisions expressly 
applicable to disputes arising thereunder, however, this Agreement shall not supplant such 
provisions, which shall apply according to their terms. 
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2.2 Interpretation. 

To the extent permitted by applicable law, the PJM Dispute Resolution Procedures are to be 
interpreted to effectuate the objectives set forth in Section 2.1. To the extent perraitted by these 
PJM Dispute Resolution Procedures, the Altemate Dispute Resolution Coordinator shall 
coordinate with the established dispute resolution coraraittee of an Applicable Regional Entity, 
where appropriate, in order to conserve adrainistrative resources and to avoid duplication of 
dispute resolution staffing. 
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3. NEGOTIATION AND MEDIATION 
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3.1 When Required. 

The parties to a dispute shall undertake good-faith negotiations to resolve any dispute as to a 
raatter govemed by one ofthe Related PJM Agreeraents. Each party to a dispute shall designate 
an executive with authority to resolve the raatter in dispute to participate in such negotiations. 
Any dispute as to a raatter govemed by one ofthe Related PJM Agreements that has not been 
resolved through good-faith negotiation shall be subject to non-binding mediation prior to the 
initiation of arbitral, regulatory, judicial, or other dispute resolution proceedings as may be 
appropriate as provided by these PJM Dispute Resolution Procedures. 
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3.2 Procedures. 

3.2.1 Initiation. 

If a dispute that is subject to the mediation procedures specified herein has not been resolved 
through good-faith negotiation, a party to the dispute shall notify the Attemate Dispute 
Resolution Coordinator in writing ofthe existence and nature ofthe dispute prior to commencing 
any other form of proceeding for resolution ofthe dispute. The Altemate Dispute Resolution 
Coordinator shall have ten calendar days frora the date it first receives notification ofthe 
existence ofa dispute from any ofthe parties to the dispute in which to distribute to the parties a 
list of mediators. 

3.2.2 Selection of Mediator. 

The Altemate Dispute Resolution Coordinator shall distribute to the parties by facsimile or other 
electronic means a list containing the names of seven mediators with mediation experience, or 
with technical or business experience in the electric power industry, or both, as it shall deem 
appropriate to the dispute. The Altemate Dispute Resolution Coordinator may draw from the 
lists of mediators maintained by the established dispute resolution committee of an Applicable 
Regional Entity, as the Altemate Dispute Resolution Coordinator shall deem appropriate. In the 
event the Office ofthe Intercormection is one ofthe parties to the dispute, the Altemate Dispute 
Resolution Coordinator shall distribute the names of ail qualified mediators on the Alternate 
Dispute Resolution Coordinator's list. The persons on the proposed list of mediators shall have 
no official, financial, or personal conflict of interest with respect to the issues in conttoversy, 
unless the interest is fully disclosed in writing to all participants in the mediation process and all 
such participants waive in writing any objection to the interest. The parties shall then altemate in 
striking naraes frora the list with the last name on the list becoming the mediator. The 
determination ofwhich party shall have the first strike off the list shall be deterrained by lot. 
The parties shall have ten calendar days to coraplete the raediator selection process, unless the 
tirae is extended by rautual agreement. 

3.2.3 Advisory Mediator. 

If the Altemate Dispute Resolution Coordinator deems it appropriate, it shall distribute two lists, 
one containing the naraes of seven raediators with raediation experience (or a list containing the 
naraes of all cunent mediators in the event of a dispute involving the Office ofthe 
Intercotmection), and one containing the names of seven mediators with technical or business 
experience in the electric power industry. In cormection with circulating the foregoing lists, the 
Altemate Dispute Resolution Coordinator shall specify one ofthe lists as containing the 
proposed mediators, and the other as a list of proposed advisors to assist the mediator in 
resolving the dispute. The parties shall then utilize the alternative strike procedure set forth 
above until one name remains on each list, with the last named persons serving as the raediator 

,-and-.advisor. 

3.2.4 Mediation Process. 

Effective Date: 7/18/2012 - Docket*: ER12-1784-000 - Page 1 



Intra-PJM Tariffs ~> OPERATING AGREEMENT ~> OA SCHEDULE 5 ~> OA SCHEDULE 5 SECTION 3 NEGOTIATION AND 
MEDIATION ~> OA Schedule 5 Sec 3.2 Procedures 

The disputing parties shall attempt in good faith to resolve their dispute in accordance with 
procedures and a timetable established by the mediator. In furtherance ofthe raediation efforts, 
the raediator may: 

(a) Require the parties to meet for face-to-face discussions, with or without the 
raediator; 

(b) Act as an interraediary between the disputing parties; 

(c) Require the disputing parties to submit written statements of issues and positions; 

(d) If requested by the disputing parties at any tirae in the raediation process, provide 
a written recoramendation on resolution ofthe dispute including, if requested, the assessment by 
the mediator ofthe merits ofthe principal positions being advanced by each ofthe disputing 
parties; and 

(e) Adopt, when appropriate, the Center for Public Resources Model ADR 
Procedures for the Meditation of Business Disputes (as revised from time to time) to the extent 
such Procedures are not inconsistent with any mle, standard, or procedure adopted by the Office 
ofthe Intercormection or with any provision of this Agreement. 

3.2.5 Mediator's Assessment. 

(a) If a resolution ofthe dispute is not reached by the thirtieth day after the 
appointment ofthe mediator or such later date as may be agreed to by the parties, if not 
previously requested to do so the mediator shall proraptly provide the disputing parties with a 
written, confidential, non-binding recommendation on resolution ofthe dispute, including the 
assessment by the raediator ofthe raerits ofthe principal positions being advanced by each ofthe 
disputing parties. The recommendation raay incorporate or append, if and as the raediator raay 
deera appropriate, any recommendations or any assessment ofthe positions ofthe parties by the 
advisor, if any. Upon request, the mediator shall provide any additional recommendations or 
assessments the raediator shall deera appropriate. 

(b) At a tirae and place specified by the raediator after delivery ofthe foregoing 
reconunendation, the disputing parties shall raeet in a good faith attempt to resolve the dispute in 
light ofthe recommendation ofthe mediator. Each disputing party shall be represented at the 
meeting by a person with authority to settle the dispute, along with such other persons as each 
disputing party shall deera appropriate. If the disputing parties are unable to resolve the dispute 
at or in cormection with this meeting, then: (i) any disputing party raay coraraence such arbitral, 
judicial, regulatory or other proceedings as may be appropriate as provided in the PJM Dispute 
Resolution Procedures; and (ii) the recommendation ofthe mediator, and any statements made 
by any party in the mediation process, shall have no further force or effect, and shall not be 
admissible for any purpose, in any subsequent arbitral, administtative, judicial, or other 
proceeding. 

Effective Date: 7/18/2012 - Docket *: ERl 2-1784-000 - Page 2 



Intra-PJM Tariffs - > OPERATING AGREEMENT - > OA SCHEDULE 5 - > OA SCHEDULE 5 SECTION 3 NEGOTIATION AND 
MEDIATION - > OA Schedule 5 Sec 3.3 Costs 

3.3 Costs. 

Except as specified in Section 4.13, the costs ofthe time, expenses, and other charges of 
the mediator and any advisor, and ofthe mediation process, shall be borne by the parties to the 
dispute, with each side in a raediated raatter bearing one-half of such costs, and each party 
bearing its own costs and attomey's fees incuned in cormection with the raediation. 
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4. ARBITRATION 
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4.1 When Required. 

Any dispute as to a raatter: (i) govemed by one ofthe Related PJM Agreeraents that has not been 
resolved through the raediation procedures specified herein, (ii) involving a ciaira that one or 
more ofthe parties owes or is owed a sura of raoney, and (iii) the amount in controversy is less 
than $1,000,000.00, shall be subject to binding arbitration in accordance with the procedures 
specified herein. If the parties so agree, any other disputes as to a raatter govemed by a Related 
PJM Agreeraent may be submitted to binding arbitration in accordance with the procedures 
specified herein. 

Effective Date: 9/17/2010 - Docket*: ERlO-2710-000 - Page 1 



Intra-PJM Tariffs - > OPERATING AGREEMENT - > OA SCHEDULE 5 ~> OA SCHEDULE 5 SECTION 4. ARBITRATION ~> OA 
Schedule 5 Sec 4.2 Binding Decision. 

4.2 Binding Decision. 

Except as specified in Section 4.1, the resolution by arbittation of any dispute under this 
Agreeraent shall not be binding. 
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4.3 Initiation. 

A party or parties to a dispute which is subject to the arbitration procedures specified herein shall 
send a written demand for arbitration to the Altemate Dispute Resolution Coordinator with a 
copy to the other party or parties to the dispute. The demand for arbitration shall state each 
claim for which arbitration is being demanded, the reUef being sought, a brief summary ofthe 
grounds for such relief and the basis for the claim, and shall identify all other parties to the 
dispute. 
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4.4 Selection of Arbitrator(s). 

The parties to a dispute for which arbittation has been deraanded may agree on any person to 
serve as a single arbitrator, or shall endeavor in good faith to agree on a single arbitrator frora a 
list of arbitrators prepared for the dispute by the Altemate Dispute Resolution Coordinator and 
delivered to the parties by facsiraile or other electronic raeans promptly after receipt by the 
Altemate Dispute Resolution Coordinator of a demand for arbittation. The Altemate Dispute 
Resolution Coordinator may draw from the lists of arbittators raaintained by the established 
dispute resolution coraraittee of an Applicable Regional Entity, as the Alternate Dispute 
Resolution Coordinator deeras appropriate. In the event the Office ofthe Interconnection is one 
ofthe parties to the dispute, the Altemate Dispute Resolution Coordinator shall distribute the 
naraes of all qualified arbitrators on the Altemate Dispute Resolution Coordinator's list. If the 
parties are unable to agree on a single arbittator by the fourteenth day following delivery ofthe 
foregoing Ust of arbitrators or such other date as agreed to by the parties, then not later than the 
end ofthe seventh business day thereafter the party or parties deraanding arbitration on the one 
hand, and the party or parties responding to the deraand for arbitration on the other, shall each 
designate an arbitrator from a list for the dispute prepared by the Altemate Dispute Resolution 
Coordinator. The arbitrators so chosen shall then choose a third arbitrator. 
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4.5 Procedures. 

The Altemate Dispute Resolution Coordinator shall compile and make available to the 
arbitrator(s) and the parties standard procedures for the arbitration of disputes, which procedures 
(i) shall include provision, upon good cause shown, for intervention or other participation in the 
proceeding by any party whose interests may be affected by its outcome, (ii) shall conform to the 
requireraents specified in these PJM Dispute Resolution Procedures, and (iii) raay be raodified or 
adopted for use in a particular proceeding as the arbittator(s) deem appropriate. To the extent 
deemed appropriate by the Altemate Dispute Resolution Coordinator, the procedures shall be 
based on the American Arbitration Association Rules, to the extent such Rules are not 
inconsistent with any mle, standard or procedure adopted by the Office ofthe Intercormection, or 
with any provision ofthese PJM Dispute Resolution Procedures. Upon selection ofthe 
arbitrator(s), arbitration shall go forward in accordance with applicable procedures. 
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4.6 Summary Disposition and Interim Measures. 

4.6.1 Lack of Good Faith Basis. 

The procedures for arbittation of a dispute shall provide a means for summary disposition ofa 
demand for arbitration, or a response to a deraand for arbitration, that in the reasoned opinion of 
the arbitrator(s) does not have a good faith basis in either law or fact. If the arbitrator(s) 
determine(s) that a demand for arbitration or response to a demand for arbitration does not have a 
good faith basis in either law or fact, the arbitrator(s) shall have discretion to award the costs of 
the time, expenses, and other charges ofthe arbitrator(s) to the prevailing party, 

4.6.2 Discovery Limits. 

The procedures for the arbitration of a dispute shall provide a means for summary disposition 
without discovery of facts if there is no dispute as to any material fact, or with such limited 
discovery as the arbitrator(s) shall deterraine is reasonably likely to lead to the prompt resolution 
of any disputed issue of raaterial fact. 

4.6.3 Interim Decision. 

The procedures for the arbitration of a dispute shall perrait any party to a dispute to request the 
arbitrator(s) to render a written interira decision requiring that any action or decision that is the 
subject ofa dispute not be put into effect, or imposing such other interim measures as the 
arbitrator(s) deem necessary or appropriate, to preserve the rights and obligations secured by any 
ofthe Related PJM Agreeraents during the pendency ofthe arbitration proceeding. The parties 
shall be bound by such written decision pending the outcome ofthe arbitration proceeding. 
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4.7 Discovery of Facts. 

4.7.1 Discovery Procedures. 

The procedures for the arbitration ofa dispute shall include adequate provision for the discovery 
of relevant facts, including the taking of testimony under oath, production of documents and 
other things, and inspection of land and tangible items. The nature and extent of such discovery 
shall be deterrained as provided herein and shall take into account (i) the coraplexity ofthe 
dispute, (ii) the extent to which facts are disputed, and (iii) the amount in conttoversy. The 
forms and methods for taking such discovery shall be as described in the Federal Rules of Civil 
Procedure, except as raodified by the procedures established by the arbitrator(s) or agreement of 
the parties. 

4.7.2 Procedures Arbitrator. 

The sole arbitrator, or the arbitrator selected by the arbittators chosen by the parties, as the case 
raay be (such arbitrator being hereafter refened to as the "Procedures Arbitrator"), shall be 
responsible for establishing the tiraing, araount, and means of discovery, and for resolving 
discovery and other pre-hearing disagreement. If a dispute involves contested issues of fact, 
promptly after the selection ofthe arbitrator(s) the Procedures Arbitrator shall convene a meeting 
ofthe parties for the purpose of establishing a schedule and plan of discovery and other 
pre-hearing actions. 
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4.8 Evidentiary Hearing. 

The procedures for the arbitration of a dispute shall provide for an evidentiary hearing, with 
provision for the cross-examination of witnesses, unless all parties consent to the resolution of 
the matter on the basis of a written record. The forms and methods for taking evidence shall be 
as described in the Federal Rules of Evidence, except as raodified by the procedures established 
by the arbitrator(s) or agreeraent ofthe parties. The arbittator(s) raay require such vmtten or 
other submissions from the parties as shall be deeraed appropriate, including submission ofthe 
direct testimony of witnesses in written form. The arbittator(s) may exclude any evidence that is 
inelevant, immaterial, unduly repetitious or prejudicial, or privileged. Any party or parties may 
anange for the preparation of a record ofthe hearing, and shall pay the costs thereof. Such party 
or parties shall have no obligation to provide or agree to the provision of a copy ofthe record of 
the hearing to any party that does not pay an equal share ofthe cost ofthe record. At the request 
of any party, the arbitrator(s) shall determine a fair and equitable allocation ofthe costs ofthe 
preparation ofa record between or among the parties to the proceeding willing to share such 
costs. 
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4.9 Confidentiality. 

4.9.1 Designation. 

Any document or other information obtained in the course of an arbittal proceeding and not 
otherwise available to the receiving party, including any such information contained in 
documents or other means of recording information created during the course ofthe proceeding, 
may be designated "Confidential" by the producing party. The party producing documents or 
other information marked "Confidential" shall have twenty days from the production of such 
raaterial to submit a request to the Procedures Arbittator to establish such requirements for the 
protection of such documents or other information designated as "Confidential" as raay be 
reasonable and necessary to protect the confidentiality and commercial value of such inforraation 
and the rights ofthe parties, which requirements shall be binding on all parties to the dispute. 
Prior to the decision ofthe Procedures Arbitrator on a request for confidential treatraent, 
docuraents or other inforraation designated as "Confidential" shall not be used by the receiving 
party or parties, or the arbitrator (s), or anyone working for or on behalf of any ofthe foregoing, 
for any purpose other than the arbitration proceeding, and shall not be disclosed in any form to 
any person not involved in the arbitration proceeding without the prior written consent ofthe 
party producing the inforraation or as pennitted by the Procedures Arbitrator. 

4.9.2 Compulsory Disclosure. 

Any party receiving a request or deraand for disclosure, whether by corapulsory process, 
discovery request, or otherwise, of documents or information obtained in the course of an 
arbitration proceeding that have been designated "Confidential" and that are subject to a 
non-disclosure requirement under these PJM Dispute Resolution Procedures or a decision ofthe 
Procedures Arbitrator, shall iraraediately inforra the party from which the information was 
obtained, and shall take all reasonable steps, short of incurring sanctions or other penahies, to 
afford the person or entity frora which the inforraation was obtained an opportunity to protect the 
infonnation from disclosure. Any party disclosing information in violation ofthese PJM Dispute 
Resolution Procedures or requirements established by the Procedures Arbitrator shall thereby 
waive any right to introduce or otherwise use such information in any judicial, regulatory, or 
other legal or dispute resolution proceeding, including the proceeding in which the inforraation 
was obtained. 

4.9.3 Public Information. 

Nothing in the Related PJM Agreeraents shall preclude the use of docuraents or inforraation 
properly obtained outside of an arbitral proceeding, or otherwise public, for any legitimate 
purpose, notwithstanding that the information was also obtained in the course ofthe arbittal 
proceeding. 
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4.10 Timetable. 

Proraptly after the selection ofthe arbittator(s), the arbitrator(s) shall set a date for the issuance 
ofthe arbitral decision, which shall be not later than eight months (or such earlier date as raay be 
agreed to by the parties to the dispute) from the date ofthe selection ofthe arbittator(s), with 
other dates, including the dates for an evidentiary hearing or other final submissions of evidence, 
set in light of this date. The date for the evidentiary hearing or other final submission of 
evidence shall not be changed absent extraordinary circumstances. The arbitrator(s) shall have 
the power to impose sanctions, including dismissal ofthe proceeding for dilatory tactics or undue 
delay in corapleting the arbitral proceedings. 
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4.11 Advisory Interpretations. 

Except as to raatters subject to decision in the arbittation proceeding, the arbitrator(s) may 
request as may be appropriate from any committee or subcommittee established under a Related 
PJM Agreement or by the Office ofthe Intercormection, an interpretation of any Related PJM 
Agreements, or of any standard, requirement, procedure, tariff, Schedule, principle, plan or other 
criterion or policy established by any committee or subcommittee. Except to the extent that the 
Office ofthe Interconnection is itself a party to a dispute, the arbitrator(s) may request the advice 
ofthe Office ofthe Interconnection with respect to any matter relating to a responsibility ofthe 
Office ofthe Intercormection under the Agreement or with respect to any ofthe Related PJM 
Agreements, or to the PJM Manuals. Any such interpretation or advice shall not relieve the 
arbitrator(s) of responsibility for resolving the dispute or deciding the arbitration proceeding In 
accordance wilh the standards specified herein. 
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4.12 Decisions. 

The arbitrator(s) shall issue a written decision, including findings of fact and the legal basis for 
the decision. The arbittal decision shall be based on (i) the evidence in the record, (ii) the terms 
of the Related PJM Agreeraents, as applicable, (iii) applicable United States federal and state 
law, including the Federal Power Act and any applicable FERC regulations and decisions, and 
intemational treaties or agreements as applicable, and (iv) relevant decisions in previous 
arbitration proceedings. The arbitrator(s) shall have no authority to revise or alter any provision 
ofthe Related PJM Agreements. Any arbitral decision issued pursuant to these PJM Dispute 
Resolution Procedures that affects raatters subject to the jurisdiction of FERC under Section 205 
ofthe Federal Power Act shall be filed with FERC. 
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4.13 Costs. 

Unless the arbitrator(s) shall decide otherwise, the costs ofthe time, expenses, and other charges 
of the arbitrator(s) shall be borne by the parties to the dispute, with each side on an arbitrated 
issue bearing its pro-rata share of such costs, and each party to an arbitral proceeding shall bear 
its own costs and fees. The arbitrator(s) raay award all or a portion ofthe costs ofthe tirae, 
expenses, and other charges ofthe arbitrator(s), the costs of arbittation, attorney's fees, and the 
costs of raediation, if any, to any party that substantially prevails on an issue deterrained by the 
arbitrator(s) to have been raised without a substantial basis. 

Effective Date: 9/17/2010 - Docket *: ERl 0-2710-000 - Page 1 



Intra-PJM Tariffs ~> OPERATING AGREEMENT--> OA SCHEDULE 5 - > OA SCHEDULE 5 SECTION 4. ARBITRATION ~> OA 
Schedule 5 Sec 4.14 Enforcement 

4.14 Enforcement. 

If the decision ofthe arbitrator(s) is binding, the judgraent raay be entered on such arbitral award 
by any court having jurisdiction thereof; provided, however, that within one year ofthe issuance 
ofthe arbittal decision any party affected thereby raay request FERC or any other federal, state, 
regulatory or judicial authority having jurisdiction to vacate, raodify, or take such other action as 
may be appropriate with respect to any arbitral decision that is based upon an enor of law, or is 
contrary to the statutes, rules, or regulations administered or applied by such authority. Any 
party making or responding to, or intervening in proceedings resulting from, any such request, 
shall request the authority to adopt the resolution, if not clearly erroneous, of any issue of fact 
expressly or necessarily decided in the arbitral proceeding, whether or not the party participated 
in the arbitral proceeding. 
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5. ALTERNATE DISPUTE RESOLUTION COORDINATOR 
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5.1 Responsibilities. 

The duties ofthe Altemate Dispute Resolution Coordinator shall include the following: 

i) Maintain a Ust of persons qualified by temperament and experience, and with 
technical or legal expertise in raatters likely to be the subject of disputes, to serve 
as raediators or arbitrators under these PJM Dispute Resolution Procedures, which 
lists shall be updated no less than armually and shall include the naraes of any 
raediators or arbitrators recommended by any Meraber; and 

ii) Provide to disputing parties lists of raediators, advisors or arbitrators to resolve 
particular disputes. 
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SCHEDULE 6 -
REGIONAL TRANSMISSION EXPANSION PLANNING PROTOCOL 

References to section nurabers in this Schedule 6 refer to sections of this Schedule 6, unless 
otherwise specified. 
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1. REGIONAL TRANSMISSION EXPANSION PLANNING PROTOCOL 
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1.1 Purpose and Objectives. 

This Regional Transraission Expansion Planning Protocol shall govern the process by which the 
Merabers shall rely upon the Office ofthe Interconnection to prepare a plan for the enhanceraent 
and expansion ofthe Transraission FaciUties in order to meet the demands for firm transraission 
service, and to support corapetition, in the PJM Region. The Regional Transraission Expansion 
Plan (also refened to as "RTEP") to be developed shall enable the transmission needs in the PJM 
Region to be raet on a reliable, economic and environmentally acceptable basis. 
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1.2 Conformity with NERC Reliability Standards and Other Applicable Reliability 
Criteria. 

(a) NERC establishes Reliability Standards to proraote the reliability, adequacy and security 
ofthe North Araerican bulk power supply as related to the operation and plarming of electric 
systems. 

(b) ReliabilityFirst Corporation is responsible for ensuring the reliability, adequacy and 
security ofthe bulk electric supply systems in the geographic region described in the applicable 
agreements between NERC and ReliabilityFirst Corporation, as approved by the FERC, through 
coordinated operations and planning of generation and ttansmission facilities. Toward that end, 
it has adopted the NERC Reliability Standards and has established detailed Reliability Principles 
and Standards for Planning the Bulk Electtic Supply Systera ofthe ReliabilityFirst Corporation. 

(c) [Reserved] 

(c.Ol) [Reserved] 

(c.02) SERC is responsible for ensuring the reliability, adequacy and security ofthe bulk 
electric supply systems in the VACAR subregion of SERC. Toward that end, it has adopted the 
NERC Reliability Standards and has established detailed Reliability Principles and Standards for 
Plarming the Bulk Electric Supply Systera for SERC. 

(d) The Regional Transmission Expansion Plan shall conform at a minimum to the applicable 
reliability principles, guideUnes and standards of NERC, ReliabilityFirst Corporation and SERC, 
and other Applicable Regional Entities in accordance with the plarming and operating criteria 
and other procedures detailed in the PJM Manuals. 

(e) The Regional Transmission Expansion Plan planning criteria shall include. Office ofthe 
Intercormection plarming procedures, NERC Reliability Standards, Regional Entity reliability 
principles and standards, and the individual Transmission Owner FERC filed plarming criteria as 
filed in FERC Form No. 715, and posted on the PJM website. FERC Form No. 715 raaterial will 
be posted to the PJM website, subject to applicable Critical Energy Infrastmcture Inforraation 
(CEII) requirements. 

(f) The Office ofthe Intercormection will also provide access through the PJM website, to 
the plarming criteria and assuraptions used by the Transraission Owners for the developraent of 
the cunent Local Plan. 
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1.3 Establishment of Committees. 

(a) The Plarming Coraraittee shall be open to participation by (i) all Transraission 
Custoraers, as that term is defined in the PJM Tariff, and applicants for transraission 
service; (ii) any other entity proposing to provide Transmission Facilities to be integrated 
into the PJM Region; (iii) all Members; (iv) the electric utility regulatory agencies within 
the States in the PJM Region and the State Consuraer Advocates; and (v) any other 
interested entities or persons and shall provide technical advice and assistance to the 
Office ofthe Intercormection in all aspects of its regional planning functions. The 
Transmission Owners shall supply representatives to the Planning Committee, and other 
Merabers raay provide representatives as they deem appropriate, to provide the data, 
infonnation, and support necessary for the Office ofthe Interconnection to perform 
studies as required and to develop the Regional Transmission Expansion Plan. 

(b) The Transraission Expansion Advisory Coraraittee established by the Office of 
the Intercormection will meet periodically with representatives ofthe Office ofthe 
Interconnection to provide advice and recommendations to the Office ofthe 
Intercormection to aid in the development ofthe Regional Transmission Expansion Plan. 
The Transmission Expansion Advisory Committee participants shall be given an 
opportunity to provide advice and recommendations for consideration by the Office of 
the Intercormection regarding sensitivity studies, modeling assumption variations, 
scenario analyses, and Public Policy Objectives in the studies and analyses to be 
conducted by the Office ofthe Intercormection. The Transmission Expansion Advisory 
Committee participants shall be given the opportunity to review and provide advice and 
recomraendations on the projects to be included in the Regional Transmission Expansion 
Plan. The Transraission Expansion Advisory Committee meetings shall include 
discussions addressing intenegional plarming issues, as required. The Transmission 
Expansion Advisory Coraraittee shall be open to participation by: (i) all Transraission 
Custoraers, as that term is defined in the PJM Tariff, and applicants for ttansmission 
service; (ii) any other entity proposing to provide Transraission Facilities to be integrated 
into the PJM Region; (iii) all Merabers; (iv) the electric utiUty regulatory agencies within 
the States in the PJM Region, the Independent State Agencies Coraraittee, and the State 
Consuraer Advocates; and (v) any other interested entities or persons. The Transmission 
Expansion Advisory Coraraittee shall be govemed by the Transraission Expansion 
Advisory Conmiittee mles and procedures set forth in the PJM Regional Plarming 
Process Manual (PJM Manual M-14 series) and by the mles and procedures applicable to 
PJM committees. 

(c) The Subregional RTEP Committees established by the Office ofthe 
Interconnection shall facilitate the development and review ofthe Subregional RTEP 
Projects. The Subregional RTEP Committees will be responsible for the initial review of 
the Subregional RTEP Projects, and to provide recommendations to the Transmission 
Expansion Advisory Committee conceming the Subregional RTEP Projects. A 
Subregional RTEP Committee may of its own accord or at the request of a Subregional 
RTEP Committee participant, also refer specific Subregional RTEP Projects to the 
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Transmission Expansion Advisory Coraraittee for further review, advice and 
recommendations. 

(d) The Subregional RTEP Coraraittees shall be responsible for the timely review of 
the criteria, assumptions and models used to identify reliability criteria violations, 
economic consttaints, or to consider Public Policy Requirements, proposed solutions 
prior to finalizing the Local Plan, the coordination and integration ofthe Local Plans into 
the RTEP, and addressing any stakeholder issues uru:esolved in the Local Plan process. 
The Subregional RTEP Committees will be provided sufficient opportunity to review and 
provide written comraents on the criteria, assuraptions, and models used in local plarming 
activities prior to finalizing the Local Plan. The Subregional RTEP Committees meetings 
shall include discussions addressing intenegional plarming issues, as required. Once 
finalized, the Subregional RTEP Committees will be provided sufficient opportunity to 
review and provide written comraents on the Local Plans as integrated into the RTEP, 
prior to the subraittal of the final Regional Transraission Expansion Plan to the PJM 
Board for approval. In addition, the Subregional RTEP Coraraittees will provide 
sufficient opportunity to review and provide written comraents to the Transraission 
Owners on any Supplemental Projects included in the Local Plan. 

(e) The Subregional RTEP Committees shall be open to participation by: (i) all 
Transmission Custoraers, as that term is defmed in the PJM Tariff, and applicants for 
transraission service; (ii) any other entity proposing to provide Transmission Facilities to 
be integrated into the PJM Region; (iii) all Members; (iv) the electric utility regulatory 
agencies within the States in the PJM Region, the Independent State Agencies 
Committee, and the State Consumer Advocates and (v) any other interested entities or 
persons. 

(f) Each Subregional RTEP Coraraittee shall schedule and facilitate a rainiraura of 
one Subregional RTEP Coraraittee raeeting to review the criteria, assuraptions and 
models to identify reliability criteria violations, economic constraints, or to consider 
PubUc Policy Requirements. Each Subregional RTEP Committee shall schedule and 
facilitate an additional Subregional RTEP Committee meeting, per plarming cycle, and as 
required to review the identified criteria violations and potential solutions. The 
Subregional RTEP Committees may facilitate additional meetings to incorporate more 
localized areas in the subregional planning process. At the discretion ofthe Office ofthe 
Interconnection, a designated Transmission Owner may facilitate Subregional RTEP 
Coraraittee raeeting(s), or the additional meetings incorporating the more localized areas. 

(g) The Subregional RTEP Coraraittees shall be govemed by the Transmission 
Expansion Advisory Committee mles and procedures set forth in the PJM Regional 
Plarming Process Manual (Manual M-14 series) and by the mles and procedures 
applicable to PJM committees. 
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1.4 Contents ofthe Regional Transmission Expansion Plan. 

(a) The Regional Transmission Expansion Plan shall consolidate the transraission needs of 
the region into a single plan which is assessed on the bases of (i) raaintaining the rehability ofthe 
PJM Region in an econoralc and envirormientally acceptable raarmer, (ii) supporting corapetition 
in the PJM Region, (iii) striving to raaintain and enhance the raarket efficiency and operational 
perfonnance of wholesale electric service markets and (iv) considering federal and state Public 
Policy Requirements. 

(b) The Regional Transraission Expansion Plan shall reflect, consistent with the requirements 
of this Schedule 6, transmission enhancements and expansions; load forecasts; and capacity 
forecasts, including expected generation additions and retirements, demand response, and 
reductions in deraand from energy efficiency and price responsive demand for at least the 
ensuing ten years. 

(c) The Regional Transmission Expansion Plan shall, at a minimum, include a designation of 
the Transmission Owner(s) or other entity(ies) that will constmct, own, raaintain, operate, and/or 
finance each transmission enhancement and expansion and how all reasonably incuned costs are 
to be recovered. 

(d) The Regional Transmission Expansion Plan shall (i) avoid urmecessary duplication of 
facilities; (ii) avoid the imposition of unreasonable costs on any Transraission Owner or any user 
of Transmission Facilities; (iii) take into account the legal and contractual rights and obligations 
ofthe Transraission Owners; (iv) provide, if appropriate, altemative means for meeting 
transmission needs in the PJM Region; (v) provide for coordination with existing transmission 
systems and with appropriate intenegional and local expansion plans; and (vi) strive for 
consistency in planning data and assumptions that raay relieve ttansmission congestion across 
multiple regions. 

Effective Date: 1/1/2014 - Docket #: ER13-198-002 - Page 1 



intra-PJM Tariffs ~> OPERATING AGREEMENT - > OA SCHEDULE 6 ~> OA SCHEDULE 6 SECTION 1 REGIONAL 
TRANSMISSION EXPANSION PLA -> OA Schedule 6 Sec 1.5 Procedure for Development ofthe Regi 

1.5 Procedure for Development of the Regional Transmission Expansion Plan. 

1.5.1 Commencement of the Process. 

(a) The Office ofthe Interconnection shall initiate the enhancement and expansion study 
process if: (i) required as a result of a need for transfer capability identified by the Office ofthe 
Interconnection in its evaluation of requests for intercormection with the Transmission Systera or 
for firm transmission service with a term of one year or more; (ii) required to address a need 
identified by the Office ofthe Intercormection in its on-going evaluation ofthe Transmission 
System's market efficiency and operational performance; (iii) required as a result ofthe Office of 
the Intercormection's assessment ofthe Transmission Systera's corapliance with NERC 
Reliability Standards, raore sttingent rehability criteria, if any, or PJM plarming and operating 
criteria; (iv) required to address constraints or available transfer capability shortages, including, 
but not liraited to, available transfer capability shortages that prevent the siraultaneous feasibility 
of stage 1A Auction Revenue Rights allocated pursuant to Section 7.4.2(b) of Schedule 1 of this 
Agreeraent, constraints or shortages as a result of expected generation retireraents, constraints or 
shortages based on an evaluation of load forecasts, or system reliability needs arising from 
proposals for the addition of Transraission Facilities in the PJM Region; or (v) expansion ofthe 
Transraission Systera is proposed by one or more Transmission Owners, Intercormection 
Customers, Network Service Users or Transmission Customers, or any party that funds Network 
Upgrades pursuant to Section 7.8 of Schedule 1 of this Agreement. The Office ofthe 
Intercormection raay initiate the enhanceraent and expansion study process to address or 
consider, where appropriate, requireraents or needs arising from sensitivity studies, raodeling 
assuraption variations, scenario analyses, and Public Policy Objectives. 

(b) The Office ofthe Intercormection shall notify the Transmission Expansion Advisory 
Committee participants of, as well as publicly notice, the commencement of an enhancement and 
expansion study. The Transmission Expansion Advisory Committee participants shall notify the 
Office ofthe Intercormection in writing of any additional transmission considerations they would 
like to have included in the Office ofthe Interconnection's analyses. 

1.5.2 Development of Scope, Assumptions and Procedures. 

Once the need for an enhanceraent and expansion study has been established, the Office of the 
Interconnection shall consuh with the Transmission Expansion Advisory Committee and the 
Subregional RTEP Coraraittees, as appropriate, to prepare the study's scope, assumptions and 
procedures. 

1.5.3 Scope of Studies. 

In conducting the enhancement and expansion studies, the Office of the Intercormection shall not 
limit its analyses to bright line tests to identify and evaluate potential Transmission Systera 
liraitations, violations of plarming criteria, or transraission needs. In addition to the bright Une 
tests, the Office ofthe Intercormection shall employ sensitivity studies, modeling assumption 
variations, and scenario analyses, and shall also consider Public PoUcy Objectives in the studies 
and analyses, so as to mitigate the possibility that bright line raetrics raay inappropriately include 
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or exclude transraission projects from the transmission plan. Sensitivity studies, modeling 
assumption variations, and scenario analyses shall take account of potential changes in expected 
future system conditions, including, but not linuted to, load levels, transfer levels, fuel costs, the 
level and type of generation, generation pattems (including, but not limited to, the effects of 
assumptions regarding generation that is at risk for retirement and new generation to satisfy 
Public Policy Objectives), demand response, and uncertainties arising from estimated times to 
constmct ttansmission upgrades. The Office ofthe Intercormection shall use the sensitivity 
studies, modeling assumption variations and scenario analyses in evaluating and choosing among 
altemative solutions to reliability, market efficiency and operational performance needs. The 
Office ofthe Interconnection shall provide the results of its studies and analyses to the 
Transraission Expansion Advisory Coraraittee to consider the impact that sensitivities, 
assumptions, and scenarios may have on Transmission System needs and the need for 
transmission enhancements or expansions. Enhancement and expansion studies shall be 
completed by the Office ofthe Interconnection in collaboration with the affected Transmission 
Owners, as required. In general, enhancement and expansion studies shall include: 

(a) An identification of existing and projected limitations on the Transmission System's 
physical, econoralc and/or operational capability or performance, with accompanying 
simulations to identify the costs of conttolUng those limitations. Potential enhancements and 
expansions will be proposed to mitigate liraitations controlled by non-economic means. 

(b) Evaluation and analysis of potential enhancements and expansions, includmg alternatives 
thereto, needed to mitigate such liraitations. 

(c) Identification, evaluation and analysis of potential transraission expansions and 
enhancements, demand response programs, and other altemative technologies as appropriate to 
maintain system reliability. 

(d) Identification, evaluation and analysis of potential enhanceraents and expansions for the 
purposes of supporting competition, market efficiency, operational performance, and Public 
Policy Requirements in the PJM Region. 

(e) Identification, evaluation and analysis of upgrades to support Incremental Auction 
Revenue Rights requested pursuant to Section 7.8 of Schedule 1 of this Agreement. 

(f) Identification, evaluation and analysis of upgrades to support all transraission custoraers, 
including native load and network service custoraers. 

(g) Engineering studies needed to detennine the effectiveness and corapliance of 
recommended enhancements and expansions, with the foUowing PJM criteria: systera reliability, 
operational perfonnance, and market efficiency. 

(h) Identification, evaluation and analysis of potential enhancements and expansions 
designed to ensure that the Transmission Systera's capability can support the siraultaneous 
feasibility of all stage 1A Auction Revenue Rights allocated pursuant to Section 7.4.2(b) of 
Schedule 1 of this Agreement. Enhanceraents and expansions related to stage IA Auction 

Effective Date: 8/26/2016 - Docket*: ER16-1335-002 - Page 2 



tntra-PJM Tariffs - > OPERATING AGREEMENT ~> OA SCHEDULE 6 - > OA SCHEDULE 6 SECTION 1 REGIONAL 
TRANSMISSION EXPANSION PLA ~> OA Schedule 6 Sec 1.5 Procedure for Development of the Regi 

Revenue Rights identified pursuant to this Section shall be recommended for inclusion in the 
Regional Transmission Expansion Plan together with a recomraended in-service date based on 
the results ofthe ten (10) year stage IA siraultaneous feasibility analysis. Any such 
recomraended enhanceraent or expansion under this Section 1.5.3(h) shall include, but shall not 
be limited to, the reason for the upgrade, the cost ofthe upgrade, the cost allocation identified 
pursuant to Section 1.5.6(1) of Schedule 6 of this Agreement and an analysis ofthe benefits of 
the enhancement or expansion, provided that any such upgrades will not be subject to a market 
efficiency cost/benefit analysis. 

1.5.4 Supply of Data. 

(a) The Transmission Owners shall provide to the Office ofthe Intercormection on an armual 
or periodic basis as specified by the Office ofthe Interconnection, any information and data 
reasonably required by the Office ofthe Interconnection to perforra the Regional Transmission 
Expansion Plan, including but not limited to the following: (i) a description ofthe total load to 
be served frora each substation; (ii) the amount of any intermptible loads included in the total 
load (including conditions under which an intermption can be irapleraented and any liraitations 
on the duration and frequency of intermptions); (iii) a description of all generation resources to 
be located in the geographic region encompassed by the Transmission Owner's transmission 
facilities, including unit sizes, VAR capability, operating restrictions, and any must-mn unit 
designations required for systera reliability or contract reasons; the (iv) cunent Local Plan; and 
(v) all criteria, assuraptions and raodels used in the cunent Local Plan. The data required under 
this Section shall be provided in the form and manner specified by the Office ofthe 
Intercormection. 

(b) In addition to the foregoing, the Transmission Owners, those entities requesting 
transraission service and any other entities proposing to provide Transmission Facilities to be 
integrated into the PJM Region shall supply any other information and data reasonably required 
by the Office ofthe Interconnection to perform the enhancement and expansion study. 

(c) The Office ofthe Intercoimection also shall solicit from the Members, Transraission 
Customers and other interested parties, including but not Umited to electric utility regulatory 
agencies within the States in the PJM Region, Independent State Agencies Committee, and the 
State Consumer Advocates, inforraation required by, or anticipated to be useful to, the Office of 
the Interconnection in its preparation ofthe enhancement and expansion study, including 
inforraation regarding potential sensitivity studies, raodeling assuraption variations, scenario 
analyses, and Public PoUcy Objectives that raay be considered. 

(d) The Office ofthe Intercormection shall supply to the Transraission Expansion Advisory 
Committee and the Subregional RTEP Committees reasonably required information and data 
utilized to develop the Regional Transmission Expansion Plan. Such information and data shall 
be provided pursuant to the appropriate protection of confidentiality provisions and Office ofthe 
Intercormection's CEII process. 

(e) The Office ofthe Intercoimection shall provide access through the PJM website, to the 
Transraission Owner's Local Plan, including all criteria, assuraptions and raodels used by the 
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Transmission Owners in developing their respective Local Plan ("Local Plan Information"). 
Local Plan Inforraation shall be provided consistent with: (1) any applicable confidentiality 
provisions set forth in Section 18.17 of this Operating Agreeraent; (2) the Office ofthe 
Intercormection's CEII process; and (3) any applicable copyright limitations. Notwithstanding 
the foregoing, the Office of the Intercormection may share with a third party Local Plan 
Information that has been designated as confidential, pursuant to the provisions for such 
designation as set forth in Section 18.17 of this Operating Agreement and subject to: (i) 
agreement by the disclosing Transraission Owner consistent with the process set forth in this 
Operating Agreeraent; and (ii) an appropriate non-disclosure agreement to be executed by PJM 
Intercormection, L.L.C, the Transraission Owner and the requesting third party. With the 
exception of confidential, CEII and copyright protected information. Local Plan Inforraation will 
be provided for full review by the Plarming Coraraittee, the Transmission Expansion Advisory 
Committee, and the Subregional RTEP Coraraittees. 

1.5.5 Coordination of the Regional Transmission Expansion Plan. 

(a) The Regional Transmission Expansion Plan shall be developed in accordance with the 
principles of intenegional coordination with the Transmission Systems ofthe sunounding 
Regional Entities and with the local transmission providers, through the Transraission Expansion 
Advisory Committee and the Subregional RTEP Coraraittee. 

(b) The Regional Transraission Expansion Plan shall be developed taking into account the 
processes for coordinated regional ttansraission expansion planning established under the 
following agreeraents: 

• Joint Operating Agreeraent Between the Midwest Independent System Operator, Inc. and 
PJM Intercormection, L.L.C, which is found at 
http://www.pjra.eom/~/raedia/documents/agreements/joa-coraplete.ashx; 

• Northeastern ISO/RTO Plarming Coordination Protocol, which is described at Schedule 
6-B and found at http://www.pjm.cora/~/raedia/docuraents/agreeraents/northeastem-iso-
rto-pl arming-coordination-protocol, ashx; 

• Joint Operating Agreeraent Araong and Between New York Independent Systera 
Operator Inc., which is found at 
http://www.pjra.eom/~/raedia/docuraents/agreeraents/nyiso-pjm.ashx; 

• Intenegional Transmission Coordination Between the SERTP and PJM Regions, which is 
found at Schedule 6-A of this Agreement; 

• Allocation of Costs of Certain Intenegional Transmission Projects Located in the PJM 
and SERTP Regions, which is located at Schedule 12-B ofthe PJM Open Access 
Transraission Tariff; 

• Joint Reliability Coordination Agreeraent Between the Midwest Independent Systera 
Operator, Inc.; PJM Intercormection, L.L.C. and Progress Energy Carolinas. 
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(i) Coordinated regional transmission expansion plarming shall also incorporate input from 
parties that raay be irapacted by the coordination efforts, including but not Umited to, the 
Members, Transmission Customers, electric utility regulatory agencies in the PJM Region, 
and the State Consumer Advocates, in accordance with the terms and conditions of the 
applicable regional coordination agreements. 

(ii) An entity, including existing Transmission Owners and Nonincumbent Developers, may 
submit potential Intenegional Transraission Projects pursuant to Section 1.5.8 of this 
Schedule 6. 

(c) The Regional Transmission Expansion Plan shall be developed by the Office ofthe 
Interconnection in consultation with the Transmission Expansion Advisory Committee during 
the enhanceraent and expansion study process. 

(d) The Regional Transmission Expansion Plan shall be developed taking into account the 
processes for coordination ofthe regional and subregional systems. 

1.5.6 Development ofthe Recommended Regional Transmission Expansion Plan. 

(a) The Office ofthe Interconnection shall be responsible for the development ofthe 
Regional Transraission Expansion Plan and for conducting the studies, including sensitivity 
studies and scenario analyses on which the plan is based. The Regional Transmission Expansion 
Plan, including the Regional RTEP Projects, the Subregional RTEP Projects and the 
Supplemental Projects shall be developed through an open and collaborative process with 
opportimity for meaningful participation through the Transraission Expansion Advisory 
Committee and the Subregional RTEP Committees. 

(b) The Transmission Expansion Advisory Coraraittee and the Subregional RTEP 
Coraraittees shall each facilitate a miniraura of one initial assumptions meeting to be scheduled 
at the commenceraent ofthe Regional Transraission Expansion Plan process. The purpose ofthe 
assumptions meeting shall be to provide an open forum to discuss the following: (i) the 
assumptions to be used in performing the evaluation and analysis ofthe potential enhancements 
and expansions to the Transmission Facilities; (ii) Public Policy Requirements identified by the 
states for consideration in the Office ofthe Intercormection's transmission planning analyses; 
(iii) Public Policy Objectives identified by stakeholders for consideration in the Office ofthe 
Intercormection's transraission plarmmg analyses; (iii) the impacts of regulatory actions, 
projected changes in load growtii, demand response resources, energy efficiency programs, price 
responsive demand, generating additions and retirements, market efficiency and other trends in 
the industry; and (iv) altemative sensitivity studies, modeling assuraptions and scenario analyses 
proposed by the Coraraittee participants. Prior to the initial assumptions raeeting, Comraittee 
participants will be afforded the opportunity to provide input and subrait suggestions regarding 
the inforraation identified in iteras (i) through (iv) of this subsection. Following the assuraptions 
raeeting and prior to performing the evaluation and analyses, the Office ofthe Intercormection 
shall deterraine the range of assuraptions to be used in the studies and scenario analyses, based 
on the advice and recommendations ofthe Transraission Expansion Advisory Coraraittee and 
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Subregional RTEP Committees and the validation of Public Policy Requirements and assessment 
and prioritization of Public Policy Objectives by the states through the Independent State 
Agencies Committee. The Office ofthe Intercormection shaU document and publicly post its 
determination for review. Such posting shall include an explanation of those Public Policy 
Requireraents and Public Policy Objectives adopted at the assumptions stage to be used in 
performing the evaluation and analysis of the potential erihancements and expansions to the 
Transmission System and an explanation of why other Public PoUcy Requirements and Public 
Policy Objectives introduced by stakeholders at the assuraptions stage were not adopted. 

(c) After the assumptions meeting(s), the Transraission Expansion Advisory Committee and 
the Subregional RTEP Committees shall facilitate additional meetings and shall post all 
comraunications required to provide early opportunity for the committee participants (as defined 
in Sections 1.3(b) and 1.3(c) of this Schedule 6) to review and evaluate the following arising 
from the studies performed by the Office ofthe Interconnection, including sensitivity studies and 
scenario analyses: (i) any identified violations of reliabiUty criteria and analyses ofthe raarket 
efficiency and operational performance ofthe Transmission System; (U) potential transmission 
solutions, including any acceleration, deceleration or raodifications of a potential expansion or 
enhanceraent based on the results of sensitivities studies and scenario analyses; and (iii) the 
proposed Regional Transraission Expansion Plan. These meetings will be scheduled as deemed 
necessary by the Office ofthe Interconnection or upon the request ofthe Transraission 
Expansion Advisory Committee or the Subregional RTEP Committees. The Office ofthe 
Intercormection will provide updates on the status ofthe development ofthe Regional 
Transraission Expansion Plan at these meetings or at the regularly scheduled meetings ofthe 
Planning Committee. 

(d) In addition, the Office of the Interconnection shall facilitate periodic meetings with the 
Independent State Agencies Comraittee to discuss: (i) the assumptions to be used in performing 
the evaluation and analysis ofthe potential enhancements and expansions to the Transraission 
Facilities; (ii) regulatory initiatives, as appropriate, including state regulatory agency initiated 
prograras, and other Public Policy Objectives, to consider including in the Office ofthe 
Interconnection's transmission planning analyses; (iii) the impacts of regulatory actions, 
projected changes in load growth, demand response resources, energy efficiency programs, 
generating capacity, market efficiency and other trends in the industry; and (iv) altemative 
sensitivity studies, raodeling assuraptions and scenario analyses proposed by Independent State 
Agencies Conmiittee. At such raeetings, the Office ofthe Intercormection also shall discuss the 
cunent status ofthe enhanceraent and expansion study process. The Independent State Agencies 
Coraraittee may request that the Office of Intercormection schedule additional meetings as 
necessary. The Office ofthe Intercormection shall inform the Transmission Expansion Advisory 
Committee and the Subregional RTEP Committees, as appropriate, ofthe input ofthe 
Independent State Agencies Committee and shall consider such input in developing the range of 
assumptions to be used in the studies and scenario analyses described in Section (b), above. 

(e) Upon completion of its studies and analysis, including sensitivity studies and scenario 
analyses the Office ofthe Intercormection shall post on the PJM website the violations, system 
conditions, economic constraints, and PubUc Policy Requirements as detailed in Section 1.5.8(b) 
of this Schedule 6 to afford enthies an opportimity to submit proposed enhanceraents or 

Effective Date: 8/26/2016 - Docket*: ER16-1335-002 - Page 6 



Intra-PJM Tariffs ~> OPERATING AGREEMENT - > OA SCHEDULE 6 ~> OA SCHEDULE 6 SECTION 1 REGIONAL 
TRANSMISSION EXPANSION PLA - > OA Schedule 6 Sec 1.5 Procedure for Development of the Regi 

expansions to address the posted violations, systera conditions, econoralc constraints and Public 
Policy Requirements as provided for in Section 1.5.8(c) of this Schedule 6. Following the close 
of a proposal window, the Office of the Interconnection shaU: (i) post all proposals submitted 
pursuant to Section 1.5.8(c) of this Schedule 6; (ii) consider proposals submitted during the 
proposal windows consistent with Section 1.5.8(d) of this Schedule 6 and develop a 
recoramended plan. Following review by the Transmission Expansion Advisory Comraittee of 
proposals, the Office ofthe Intercormection, based on identified needs and the timing of such 
needs, and taking into account the sensitivity studies, modeling assumption variations and 
scenario analyses considered pursuant to Section 1.5.3 of this Schedule 6, shall determine, which 
more efficient or cost-effective enhancements and expansions shall be included in the 
recommended plan, including solutions identified as a result ofthe sensitivity studies, modeling 
assumption variations, and scenario analyses, that raay accelerate, decelerate or raodify a 
potential reliability, raarket efficiency or operational performance expansion or enhanceraent 
identified as a result ofthe sensitivity studies, raodeUng assuraption variations and scenario 
analyses, shall be included in the recomraended plan. The Office ofthe Interconnection shall 
post the proposed recoraraended plan for review and coraraent by the Transmission Expansion 
Advisory Committee. The Transmission Expansion Advisory Committee shall facilitate open 
meetings and comraunications as necessary to provide opportunity for the Transraission 
Expansion Advisory Committee participants to collaborate on the preparation ofthe 
reconunended enhancement and expansion plan. The Office ofthe Intercormection also shall 
invite interested parties to submit comments on the plan to the Transraission Expansion Advisory 
Committee and to the Office ofthe Interconnection before submitting the recoraraended plan to 
the PJM Board for approval. 

(f) The recoramended plan shall separately identify enhancements and expansions for the 
three PJM subregions, the PJM Mid-Atlantic Region, the PJM West Region, and the PJM South 
Region, and shall incorporate recommendations from the Subregional RTEP Committees. 

(g) The recomraended plan shall separately identify enhanceraents and expansions that are 
classified as Suppleraental Projects. 

(h) The recommended plan shall identify enhancements and expansions that relieve 
transraission constraints and which, in the judgment ofthe Office ofthe Intercormection, are 
economically justified. Such economic expansions and enhancements shall be developed in 
accordance with the procedures, criteria and analyses described in Sections 1.5.7 and 1.5.8 of 
this Schedule 6. 

(i) The recommended plan shall identify enhancements and expansions proposed by a state 
or states pursuant to Section 1.5.9 of this Schedule 6. 

(j) The recoramended plan shall include proposed Merchant Transraission Facilities within 
the PJM Region and any other enhancement or expansion ofthe Transmission Systera requested 
by any participant which the Office ofthe Intercormection finds to be compatible with the 
Transmission System, though not required pursuant to Section 1.1, provided that (1) the 
requestor has complied, to the extent applicable, with the procedures and other requirements of 
Parts IV and VI ofthe PJM Tariff; (2) the proposed enhanceraent or expansion is consistent with 
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applicable reliability standards, operating criteria and the purposes and objectives ofthe regional 
plarming protocol; (3) the requestor shall be responsible for aU costs of such enhancement or 
expansion (including, but not necessarily limited to, costs of siting, desigrung, financing, 
constmcting, operating and maintaining the pertinent facilities), and (4) except as otherwise 
provided by Parts IV and VI ofthe PJM Tariff with respect to Merchant Network Upgrades, the 
requestor shall accept responsibility for ownership, constmction, operation and raaintenance of 
the enhanceraent or expansion through an undertaking satisfactory to the Office ofthe 
Intercormection. 

(k) For each enhanceraent or expansion that is included in the recoramended plan, the plan 
shall consider, based on the plarming analysis: other input frora participants, including any 
indications of a willingness to bear cost responsibility for such enhanceraent or expansion; and, 
when applicable, relevant projects being undertaken to ensure the siraultaneous feasibility of 
Stage 1A ARRs, to facilitate Increraental ARRs pursuant to the provisions of Section 7.8 of 
Schedule 1 of this Agreement, or to facilitate upgrades pursuant to Parts II, III, or VI ofthe PJM 
Tariff, and designate one or more Transraission Owners or other entities to constmct, own and, 
unless otherwise provided, finance the recomraended ttansraission enhanceraent or expansion. 
Any designation under this paragraph of one or more entities to constmct, own and/or finance a 
recomraended transraission enhanceraent or expansion shall also include a designation of partial 
responsibility araong them. Nothing herein shall prevent any Transmission Owner or other entity 
designated to constmct, own and/or finance a recommended ttansmission enhancement or 
expansion frora agreeing to undertake its responsibilities under such designation jointly with 
other Transmission Owners or other entities. 

(1) Based on the plarming analysis and other input from participants, including any 
indications of a willingness to bear cost responsibility for an enhancement or expansion, the 
recomraended plan shaU, for any enhancement or expansion that is included in the plan, 
designate (1) the Market Participant(s) in one or more Zones, or any other party that has agreed 
to fully fund upgrades pursuant to this Agreement or the PJM Tariff, that will bear cost 
responsibility for such enhanceraent or expansion, as and to the extent provided by any provision 
ofthe PJM Tariff or this Agreeraent, (2) in the event and to the extent that no provision ofthe 
PJM Tariff or this Agreement assigns cost responsibility, the Market Participant(s) in one or 
more Zones frora which the cost of such enhanceraent or expansion shall be recovered through 
charges established pursuant to Schedule 12 ofthe Tariff, and (3) in the event and to the extent 
that the Coordinated System Plan developed under the Joint Operating Agreement Between the 
Midwest Independent Systera Operator, Inc. and PJM Intercormection, L.L.C. assigns cost 
responsibility, the Market Participant(s) in one or more Zones from which the cost of such 
enhanceraent or expansion shall be recovered. Any designation under clause (2) ofthe preceding 
sentence (A) shall further be based on the Office ofthe Intercormection's assessraent ofthe 
contributions to the need for, and benefits expected to be derived frora, the pertinent 
enhancement or expansion by affected Market Participants and, (B) subject to FERC review and 
approval, shall be incorporated in any amendraent to Schedule 12 ofthe PJM Tariff that 
establishes a Transmission Enhancement Charge Rate in connection with an econoralc expansion 
or enhancement developed under Sections 1.5.6(h) and 1.5.7 of this Schedule 6, (C) the costs 
associated with expansions and enhanceraents required to ensure the simultaneous feasibility of 
stage 1A Auction Revenue Rights allocated pursuant to Section 7 of Schedule 1 of this 
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Agreement shall (1) be allocated across transmission zones based on each zone's stage 1A 
eligible Auction Revenue Rights flow conttibution to the total stage 1A eligible Auction 
Revenue Rights flow on the facility that limits stage IA ARR feasibility and (2) within each 
transraission zone the Network Service Users and Transmission Customers that are eUgible to 
receive stage IA Auction Revenue Rights shall be the Responsible Custoraers under Section (b) 
of Schedule 12 of the PJM Tariff for all expansions and enhancements included in the Regional 
Transmission Expansion Plan to ensure the siraultaneous feasibflity of stage 1A Auction 
Revenue Rights, and (D) the costs associated with expansions and enhancements required to 
reduce to zero the Locational Price Adder for LDAs as described in Section 15 of Attachment 
DD of OATT shall (1) be allocated across Zones based on each Zone's pro rata share of load in 
such LDA and (2) within each Zone, to all LSEs serving load in such LDA pro rata based on 
such load. 

Any designation under clause (3), above, (A) shall further be based on the Office ofthe 
Intercormection's assessment ofthe contributions to the need for, and benefits expected to be 
derived from, the pertinent enhancement or expansion by affected Market Participants, and (B), 
subject to FERC review and approval, shall be incorporated in an amendraent to a Schedule of 
the PJM Tariff which establishes a charge in cormection with the pertinent enhancement or 
expansion. Before designating fewer than all custoraers using Point-to-Point Transraission 
Service or Network Integration Transmission Service within a Zone as customers from which the 
costs of a particular enhancement or expansion may be recovered, Transmission Provider shall 
consult, in a marmer and to the extent that it reasonably deterraines to be appropriate in each such 
instance, with affected state utiUty regulatory authorities and stakeholders. When the plan 
designates raore than one responsible Market Participant, it shall also designate the proportional 
responsibility among them. Notwithstanding the foregoing, with respect to any facilities that the 
Regional Transmission Expansion Plan designates to be owned by an entity other than a 
Transmission Owner, the plan shall designate that entity as responsible for the costs of such 
facilities. 

(m) Certain Regional RTEP Project(s) and Subregional RTEP Project(s) may not be required 
for compliance with the following PJM criteria: system reliabiUty, raarket efficiency or 
operational performance, pursuant to a determination by the Office ofthe Intercormection. 
These Supplemental Projects shall be separately identified in the RTEP and are not subject to 
approval by the PJM Board. 

1.5.7 Development of Economic-based Enhancements or Expansions. 

(a) Each year the Transmission Expansion Advisory Coraraittee shall review and comment 
on the assumptions to be used in performing the market efficiency analysis to identify 
enhancements or expansions that could relieve transmission constraints that have an econoralc 
impact ("econoralc constraints"). Such assumptions shall include, but not be liraited to, the 
discount rate used to determine the present value ofthe Total Axmnal Enhancement Benefit and 
Total Enhancement Cost, and the aimual revenue requireraent, including the recovery period, 
used to deterraine the Total Enhancement Cost. The discount rate shall be based on the 
Transmission Owners' most recent after-tax embedded cost of capital weighted by each 
Transraission Owner's total transmission capitalization. Each year, each Transmission Owner 
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will be requested to provide the Office ofthe Intercormection with the Transraission Owner's 
raost recent after-tax erabedded cost of capital, total transraission capitalization, and levelized 
canying charge rate, including the recovery period. The recovery period shall be consistent with 
recovery periods allowed by the Commission for comparable facilities. Prior to PJM Board 
consideration of such assumptions, the assuraptions shall be presented to the Transraission 
Expansion Advisory Committee for review and comment. Following review and cormnent by 
the Transmission Expansion Advisory Committee, the Office ofthe Interconnection shall submit 
the assumptions to be used in performing the raarket efficiency analysis described in this Section 
1.5.7 to the PJM Board for consideration. 

(b) Following PJM Board consideration ofthe assuraptions, the Office ofthe Interconnection 
shall perfonn a raarket efficiency analysis to compare the costs and benefits oft (i) accelerating 
reliability-based enhanceraents or expansions already included in the Regional Transmission 
Plan that if accelerated also could relieve one or more economic consttaints; (ii) modifying 
reliability-based enhancements or expansions already included in the Regional Transraission 
Plan that as modified would relieve one or raore econoralc constraints; and (in) adding new 
enhancements or expansions that could relieve one or raore economic constraints, but for which 
no reliability-based need has been identified. Economic constraints include, but are not limited 
to, constraints that cause: (1) significant historical gross congestion; (2) pro-ration of Stage IB 
ARR requests as described in section 7.4.2(c) of Schedule 1 of this Agreement; or (3) significant 
simulated congestion as forecasted in the raarket efficiency analysis. The tiraeline for the raarket 
efficiency analysis and comparison ofthe costs and benefits for items 1.5.7(b)(i-iii) is described 
in the PJM Manuals. 

(c) The process for conducting the market efficiency analysis described in subsection (b) 
above shall include the following: 

(i) The Office ofthe Intercormection shall identify and provide to the Transmission 
Expansion Advisory Committee a Ust of economic constraints to be evaluated in the raarket 
efficiency analysis. 

(ii) The Office ofthe Intercormection shall identify any plarmed reliability-based 
enhancements or expansions already included in the Regional Transraission Expansion Plan, 
which if accelerated would relieve such constraints, and present any such proposed reliability-
based enhancements and expansions to be accelerated to the Transmission Expansion Advisory 
Comraittee for review and comment. The PJM Board, upon consideration ofthe advice ofthe 
Transmission Expansion Advisory Committee, thereafter shall consider and vote to approve any 
accelerations. 

(iii) The Office ofthe Intercormection shall evaluate whether including any additional 
Economic-based Enhanceraents or Expansions in the Regional Transraission Expansion Plan or 
raodifications of existing Regional Transmission Expansion Plan reliability-based enhanceraents 
or expansions would relieve an economic constraint. In addition, pursuant to Section 1.5.8(c) of 
this Schedule 6, any raarket participant may subrait to the Office ofthe Intercormection a 
proposal to constmct an additional Economic-based Enhancement or Expansion to relieve an 
economic constraint. Upon completion of its evaluation, including consideration of any eligible 
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market participant proposed Economic-based Enhancements or Expansions, the Office ofthe 
Intercormection shall present to the Transmission Expansion Advisory Committee a description 
of new Economic-based Enhancements or Expansions for review and coraraent. Upon 
consideration and advice of the Transmission Expansion Advisory Committee, the PJM Board 
shaU consider any new Econoraic-based Enhancements or Expansions for inclusion in the 
Regional Transraission Plan and for those enhancements and expansions it approves, the PJM 
Board shall designate (a) the entity or entities that will be responsible for constmcting and 
owning or financing the additional Economic-based Enhancements or Expansions, (b) the 
estiraated costs of such enhancements and expansions, and (c) the raarket participants that will 
bear responsibility for the costs ofthe additional Economic-based Enhancements or Expansions 
pursuant to Section 1.5.6(1) of this Schedule 6. In the event the entity or entities designated as 
responsible for constmction, owning or financing a designated new Economic-based 
Enhancement or Expansion declines to constmct, own or finance the new Economic-based 
Enhancement or Expansion, the enhancement or expansion will not be included in the Regional 
Transraission Expansion Plan but will be included in the report filed with the FERC in 
accordance with Sections 1.6 and 1.7 of this Schedule 6. This report also shall include 
information regarding PJM Board approved accelerations of reliability-based enhancements or 
expansions that an entity declines to accelerate. 

(d) To deterraine the econoralc benefits of accelerating or raodifying plarmed reliability-
based enhanceraents or expansions or of constmcting additional Econoraic-based Enhanceraents 
or Expansions and whether such Economic-based Enhancements or Expansion are eligible for 
inclusion in the Regional Transmission Expansion Plan, the Office ofthe Intercormection shall 
perfonn and corapare market simulations with and without the proposed accelerated or modified 
plarmed reliability-based enhancements or expansions or the additional Economic-based 
Enhancements or Expansions as applicable, using the Benefit/Cost Ratio calculation set forth 
below in this Section 1.5.7(d). An Economic-based Enhancement or Expansion shall be included 
in the Regional Transmission Expansion Plan recomraended to the PJM Board, if the relative 
benefits and costs ofthe Econoraic-based Enhancement or Expansion meet a Benefit/Cost Ratio 
Threshold of at least 1.25:1. 

The Benefit/Cost Ratio shall be deterrained as follows: 

Benefit/Cost Ratio = [Present value ofthe Total Annual Enhanceraent Benefit for each of 
the first 15 years ofthe life ofthe enhancement or expansion] -̂  [Present value ofthe 
Total Enhancement Cost for each ofthe first 15 years ofthe life ofthe enhanceraent or 
expansion] 

Where 

Total Armual Enhanceraent Benefit = Energy Market Benefit + Reliability Pricing 
Model Benefit 

and 
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For economic-based enhancements and expansions for which cost responsibility 
is assigned pursuant to Section (b)(i) of Schedule 12 ofthe PJM Tariff the Energy 
Market Benefit is as follows: 

Energy Market Benefit = [.50] * [Change in Total Energy Production 
Cost] + [.50] * [Change in Load Energy Payment] 

For economic-based enhancements and expansions for which cost responsibility 
is assigned pursuant to Section (b)(v) of Schedule 12 ofthe PJM Tariff the Energy 
Market Benefit is as follows: 

Energy Market Benefit = [1] * [Change in Load Energy Payraent] 
and 

Change in Total Energy Production Cost = [the estimated total 
annual fuel costs, variable O&M costs, and eraissions costs ofthe 
dispatched resources in the PJM Region without the Econoraic-
based Enhanceraent or Expansion] - [the estiraated total annual 
fuel costs, variable O&M costs, and emissions costs ofthe 
dispatched resources in the PJM Region with the Economic-based 
Enhancement or Expansion]. The change in costs for purchases 
from outside ofthe PJM Region and sales to outside the PJM 
Region will be captured, if appropriate. Purchases will be valued 
at the Load Weighted LMP and sales will be valued at the 
Generation Weighted LMP. 

and 

Change in Load Energy Payraent = [the armual sura of (the hourly 
estimated zonal load megawatts for each Zone) * (the hourly 
estiraated zonal Locational Marginal Price for each Zone without 
the Econoraic-based Enhancement or Expansion)] - [the armual 
sura of (the hourly estiraated zonal load raegawatts for each Zone) 
* (the hourly estiraated zonal Locational Marginal Price for each 
Zone with the Economic-based Enhancement or Expansion)] - [the 
change in value of ttansmission rights for each Zone with the 
Economic-based Enhancement or Expansion (as measured using 
cunentiy allocated Auction Revenue Rights plus additional 
Auction Revenue Rights made available by the proposed 
acceleration or raodification ofthe planned reliability-based 
enhancement or expansion or new Economic-based Enhancement 
or Expansion)]. The Change in the Load Energy Payment shall be 
the sura ofthe Change in the Load Energy Payment only ofthe 
Zones that show a decrease in the Load Energy Payment. 

And 
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For econoraic-based enhanceraents and expansions for which cost responsibility 
is assigned pursuant to Section (b)(i) of Schedule 12 ofthe PJM Tariff the 
Reliability Pricing Benefit is as follows: 

Reliability Pricing Benefit = [.50] * [Change in Total System Capacity 
Cost] + [.50] * [Change in Load Capacity Payraent] 

and 

For econoraic-based enhanceraents or expansions for which cost responsibility is 
assigned pursuant to Section (b)(v) of Schedule 12 ofthe PJM Tariff the 
Reliability Pricing Benefit is as foUows: 

Reliability Pricing Benefit = [1] * [Change in Load Capacity Payraent] 

Change in Total System Capacity Cost = [the sura of (the 
megawatts that are estimated to be cleared in the Base Residual 
Auction under Attachraent DD ofthe PJM Tariff) * (the prices that 
are estiraated to be contained in the Sell Offers for each such 
cleared megawatt without the Econoraic-based Enhanceraent or 
Expansion) * (the nuraber of days in the study year)] - [the sura of 
(the raegawatts that are estiraated to be cleared in the Base 
Residual Auction under Attachment DD ofthe PJM Tariff) * (the 
prices that are estimated to be contained in the Sell Offers for each 
such cleared raegawatt with the Economic-based Enhanceraent or 
Expansion) * (the number of days in the study year)] 

and 

Change in Load Capacity Payment = [the sum of (the estimated 
zonal load megawatts in each Zone) * (the estiraated Final Zonal 
Capacity Prices under Attachment DD ofthe PJM Tariff without 
the Economic-based Enhancement or Expansion) * (the number of 
days in the study year)] - [the sum of (the estimated zonal load 
megawatts in each Zone) * (the estiraated Final Zonal Capacity 
Prices under Attachraent DD ofthe PJM Tariff with the Econoraic-
based Enhancement or Expansion) * (the nuraber of days in the 
study year)]. The Change in Load Capacity Payraent shall take 
account ofthe change in value of Capacity Transfer Rights in each 
Zone, including any additional Capacity Transfer Rights raade 
available by the proposed acceleration or modification ofthe 
plarmed reliability-based enhancement or expansion or new 
Econoraic-based Enhancement or Expansion. The Change in the 
Load Capacity Payment shall be the sura ofthe change in the Load 
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Capacity Payraent only ofthe Zones that show a decrease in the 
Load Capacity Payment. 

and 

Total Enhancement Cost (except for accelerations of plarmed reliability-
based enhancements or expansions) = the estimated annual revenue 
requireraent for the Economic-based Enhancement or Expansion. 

Total Enhancement Cost (for accelerations of plarmed reliability-based 
enhancements or expansions) = the estimated change in annual revenue 
requirement resulting frora the acceleration ofthe plarmed reliability-
based enhanceraent or expansion, taking account of all ofthe costs 
incuned that would not have been incuned but for the acceleration ofthe 
plarmed reliability-based enhanceraent or expansion. 

(e) For inforraational purposes only, to assist the Office ofthe Intercormection and the 
Transraission Expansion Advisory Coraraittee in evaluating the econoralc benefits of 
accelerating plarmed reliability-based enhanceraents or expansions or of constmcting a new 
Economic-based Enhanceraent or Expansion, the Office ofthe Intercormection shall calculate 
and post on the PJM website the change in the following metrics on a zonal and system-wide 
basis: (i) total energy production costs (fuel costs, variable O&M costs and emissions costs);(ii) 
total load energy payments (zonal load MW tiraes zonal load Locational Marginal Price); (iii) 
total generator revenue frora energy production (generator MW times generator Locational 
Marginal Price); (iv) Financial Transmission Right credits (as measured using cunentiy allocated 
Auction Revenue Rights plus additional Auction Revenue Rights made available by the proposed 
acceleration or modification ofa plarmed reliability-based enhancement or expansion or new 
Economic-based Enhanceraent or Expansion); (v) marginal loss surplus credit; and (vi) total 
capacity costs and load capacity payments under the Office ofthe Interconnection's 
Commission-approved capacity constmct. 

(f) To assure that new Economic-based Enhancements or Expansions included in the 
Regional Transraission Expansion Plan continue to be cost beneficial, the Office ofthe 
Intercormection armually shall review the costs and benefits of constructing such enhanceraents 
and expansions. In the event that there are changes in these costs and benefits, the Office ofthe 
Intercormection shall review the changes in costs and benefits with the Transraission Expansion 
Advisory Coraraittee and recoramend to the PJM Board whether the new Economic-based 
Enhancements or Expansions continue to provide measurable benefits, as deterrained in 
accordance with subsection (d), and should remam in the Regional Transmission Expansion 
Plan. The annual review ofthe costs and benefits of constmcting new Econoraic-based 
Enhancements or Expansions included in the Regional Transmission Expansion Plan shall 
include review of changes in cost estimates ofthe Econoraic-based Enhanceraent or Expansion, 
and changes in system conditions, including but not limited to, changes in load forecasts, and 
anticipated Merchant Transmission Facilities, generation, and demand response, consistent with 
the requirements of Section 1.5.7(i) of this Schedule 6. 
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(g) For new economic enhancements or expansions with costs in excess of $50 million, an 
independent review of such costs shall be performed to assure both consistency of estimating 
practices and that the scope ofthe new Economic-based Enhancements or Expansions is 
consistent with the new Economic-based Enhancements or Expansions as recoramended in the 
market efficiency analysis. 

(h) At any time, market participants may subrait to the Office ofthe Intercormection requests 
to intercormect Merchant Transmission FaciUties or generation facilities pursuant to Parts IV and 
VI ofthe PJM Tariff that could address an economic constraint. In the event the Office ofthe 
Intercormection determines that the interconnection of such facilities would reUeve an economic 
constraint, the Office ofthe Interconnection may designate the project as a "raarket solution" 
and, in the event of such designation. Section 216 ofthe PJM Tariff, as applicable, shall apply to 
the project. 

(i) The assuraptions used in the market efficiency analysis described in subsection (b) and 
any review of costs and benefits pursuant to subsection (f) shall include, but not be Umited to, the 
following: 

(i) Timely installation of Qualifying Transmission Upgrades, that are 
comraitted to the PJM Region as a result of any ReliabiUty Pricing 
Model Auction pursuant to Attachment DD ofthe PJM Tariff or 
any FRR Capacity Plan pursuant to Schedule 8.1 ofthe Reliability 
Assurance Agreeraent Among Load-Serving Enthies in the PJM 
Region ("ReUability Assurance Agreement"). 

(ii) Availability of Generation Capacity Resources, that are committed 
to the PJM Region as a result of any ReUability Pricing Model 
Auction pursuant to Attachment DD ofthe PJM Tariff or any FRR 
Capacity Plan pursuant to Schedule 8.1 ofthe ReUability 
Assurance Agreement. 

(iii) Availability of Demand Resources that are committed to the PJM 
Region as a result of any Reliability Pricing Model Auction 
pursuant to Attachment DD ofthe PJM Tariff or any FRR 
Capacity Plan pursuant to Schedule 8.1 ofthe Reliability 
Assurance Agreement. 

(iv) Addition of Customer FaciUties pursuant to an executed 
Interconnection Service Agreeraent, Facility Study Agreement or 
executed Interim Intercormection Service Agreement for which 
Interconnection Service Agreement is expected to be executed. 
FaciUties with an executed Facilities Study Agreement may be 
excluded by the Office ofthe Interconnection after review with the 
Transmission Expansion Advisory Committee. 
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(v) Addition of Customer-Funded Upgrades pursuant to an executed 
Interconnection Constmction Service Agreeraent or an Upgrade 
Constmction Service Agreeraent. 

(vi) Expected level of deraand response over at least the ensuing fifteen 
years based on analyses that consider historic levels of demand 
response, expected demand response growth trends, impact of 
capacity prices, cunent and emerging technologies. 

(vii) Expected levels of potential new generation and generation 
retirements over at least the ensuing fifteen years based on 
analyses that consider generation ttends based on existing 
generation on the system, generation in the PJM interconnection 
queues and Capacity Resource Clearing Prices under Attachment 
DD ofthe PJM Tariff. If the Office ofthe Intercormection finds 
that the PJM reserve requirement is not met in any of its future 
year market efficiency analyses then it will model adequate future 
generation based on type and location of generation in existing 
PJM interconnection queues and, if necessary, add transraission 
enhanceraents to address congestion that arises frora such 
raodeling. 

(vui) Items (i) through (v) will be included in the raarket efficiency 
assumptions if qualified for consideration by the PJM Board. In 
the event that any ofthe iteras listed in (i) through (v) above 
qualify for inclusion in the market efficiency analysis assumptions, 
however, because ofthe timing ofthe qualification the item was 
not included m the assumptions used in developing the most recent 
Regional Transraission Expansion Plan, the Office ofthe 
Intercormection, to the extent necessary, shall notify any entity • 
constmcting an Econoraic-based Enhancement or Expansion that 
may be affected by inclusion of such item in the assumptions for 
the next market efficiency analysis described in subsection (b) and 
any review of costs and benefits pursuant to subsection (i) that the 
need for the Economic-based Enhancement or Expansion may be 
diminished or obviated as a result ofthe inclusion ofthe qualified 
item in the assumptions for the next annual market efficiency 
analysis or review of costs and benefits, 

Q) For inforraational purposes only, with regard to Econoraic-based Enhanceraents or 
Expansions that are included in the Regional Transmission Expansion Plan pursuant to 
subsection (d) of this Section 1.5.7, the Office ofthe Intercormection shall perforra sensitivity 
analyses consistent with Section 1.5.3 of this Schedule 6 and shall provide the results of such 
sensitivity analyses to the Transmission Expansion Advisory Committee. 
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1.5.8 Development of Long-lead Projects, Short-term Projects, Immediate-need 
Reliability Projects, and Economic-based Enhancements or Expansions. 

(a) Pre-Qualification Process. 

(a)(1) On September 1 of each year, the Office ofthe Interconnection shall open a 
thirty-day pre-qualification window for entities, including existing Transraission Owners and 
Nonincumbent Developers, to subrait to the Office ofthe Intercormection: (i) applications to pre-
qualify as eligible to be a Designated Entity; or (ii) updated inforraation as described in Section 
1.5.8(a)(3) of this Schedule 6. Pre-qualification applications shall contain the following 
information: (i) name and address ofthe entity; (ii) the technical and engineering qualifications 
ofthe entity or its affiliate, partner, or parent corapany; (iii) the demonstrated experience ofthe 
entity or its affiliate, partner, or parent company to develop, constmct, maintain, and operate 
transmission faciUties, including a Ust or other evidence of transmission facilities the entity, its 
affiliate, partner, or parent company previously developed, constmcted, maintained, or operated; 
(iv) the previous record ofthe entity or its affiUate, partner, or parent company regarding 
constmction, raaintenance, or operation of transmission faciUties both inside and outside ofthe 
PJM Region; (v) the capability ofthe entity or its affiliate, partner, or parent company to adhere 
to standardized construction, maintenance and operating practices; (vi) the financial statements 
ofthe entity or its affiliate, partner, or parent company for the most recent fiscal quarter, as well 
as the raost recent three fiscal years, or the period of existence ofthe entity, if shorter, or such 
other evidence deraonstrating an entity's or its affiliate's, partner's, or parent company's cunent 
and expected financial capability acceptable to the Office ofthe Interconnection; (vii) a 
coraraitment by the entity to execute the Consolidated Transraission Owners Agreeraent, if the 
entity becomes a Designated Entity; (viii) evidence deraonstrating the ability ofthe entity or its 
affiliate, partner, or parent company to address and timely remedy failure of facilities; (ix) a 
description ofthe experience ofthe entity or its affiliate, partner, or parent company in acquiring 
rights of way; and (x) such other supporting inforraation that the Office of Interconnection 
requires to make the pre-qualification determinations consistent with this Section 1.5.8(a). 

(a)(2) No later than October 31, the Office of the Intercormection shall notify the enthies 
that subraitted pre-qualification applications or updated inforraation during the annual thirty-day 
pre-qualification window, whether they are, or will continue to be, pre-qualified as eUgible to be 
a Designated Entity. In the event the Office ofthe Intercormection determines that an entity (i) is 
not, or no longer will continue to be, pre-qualified as eligible to be a Designated Entity, or (ii) 
provided insufficient information to deterraine pre-qualification, the Office ofthe 
Interconnection shall inform that the entity it is not pre-qualified and include in the notification 
the basis for its determination. The entity then may submit additional information, which the 
Office ofthe Interconnection shaU consider in re-evaluating whether the entity is, or will 
continue to be, pre-qualified as eligible to be a Designated Entity. If the entity subraits 
additional inforraation by Noveraber 30, the Office ofthe Interconnection shall notify the entity 
ofthe resuhs of its re-evaluation no later than December 15. If the entity submits additional 
information after November 30, the Office ofthe Intercormection shall use reasonable efforts to 
re-evaluate the application, with the additional information, and notify the entity of its 
determination as soon as practicable. No later than Deceraber 31, the Office of the 
Intercoimection shall post on the PJM website the list of entities that are pre-qualified as eUgible 
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to be Designated Entities. If an entity is notified by the Office ofthe Intercoimection that it does 
not pre-qualify or will not continue to be pre-qualified as eligible to be a Designated Entity, such 
entity may request dispute resolution pursuant to Schedule 5 ofthe Operating Agreement. 

(a)(3) If an entity was pre-qualified as eligible to be a Designated Entity in the previous 
year, such entity is not required to re-subrait inforraation to pre-qualify with respect to the 
upcoraing year. In the event the inforraation on which the entity's pre-qualification is based 
changes with respect to the upcoming year, such entity must submit to the Office ofthe 
Intercormection all updated inforraation during the armual thirty-day pre-qualification window 
and the timeframes for notification in Section 1.5.8(a)(2) of this Schedule 6 shall apply. In the 
event the information on which the entity's pre-qualification is based changes with respect to the 
current year, such entity must subrait to the Office ofthe Intercormection all updated inforraation 
at the time the infonnation changes and the Office ofthe Interconnection shall use reasonable 
efforts to evaluate the updated inforraation and notify the entity of its determination as soon as 
practicable. 

(a)(4) As determined by the Office ofthe Interconnection, an entity may subrait a pre-
qualification application outside the annual thirty-day pre-qualification window for good cause 
shown. For a pre-qualification application received outside ofthe armual thirty-day pre-
qualification window, the Office ofthe Intercoimection shall use reasonable efforts to process the 
application and notify the entity as to whether it pre-qualifies as eligible to be a Designated 
Entity as soon as practicable. 

(a)(5) To be designated as a Designated Entity for any project proposed pursuant to 
Section 1.5.8 of this Schedule 6, existing Transraission Owners and Nonincumbent Developers 
must be pre-qualified as eligible to be a Designated Entity pursuant to this Section 1.5.8(a). This 
Section 1.5.8(a) shall not apply to entities that desire to propose projects for inclusion in the 
recormnended plan but do not intend to be a Designated Entity. 

(b) Posting of Transmission System Needs. Upon identification of existing and projected 
limitations on the Transmission System's physical, economic and/or operational capability or 
perfonnance in the enhancement and expansion analysis process described in this Schedule 6 and 
the PJM Manuals, and after consideration of non-transmission solutions, the Office ofthe 
Interconnection shall post on the PJM website the violations, systera conditions, and econoralc 
constraints, and Public Policy Requireraents, including (i) federal Public Policy Requirements; 
(ii) state Public Policy Requirements identified or agreed-to by the states in the PJM Region, 
which could be addressed by potential Short-terra Projects, Long-lead Projects or projects 
deterrained pursuant to the State Agreeraent Approach in Section 1.5.9 of this Schedule 6, as 
applicable. The Office ofthe Intercormection also shall post an explanation regarding why 
transraission needs associated with federal or state Public Policy Requireraents were identified 
but were not selected for further evaluation. 

(c) Project Proposal Windows. The Office ofthe Interconnection shall provide notice to 
stakeholders of a 30-day proposal window for Short-term Projects and a 120-day proposal 
window for Long-lead Projects and Economic-based Enhancements or Expansions. The Office 
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of Interconnection may shorten a proposal window should an identified need require a shorter 
proposal window to meet the needed in-service date ofthe proposed enhancements or 
expansions, or extend a proposal window as needed to accommodate updated information 
regarding system conditions. The Office ofthe Interconnection raay shorten or lengthen a 
proposal window that is not yet opened based on one or more of the foUowing criteria: (1) 
coraplexity ofthe violation or system condition; and (2) whether there is sufficient time 
remaining in the relevant planning cycle to accoraraodate a standard proposal window and timely 
address the violation or system condition. The Office ofthe Intercormection may lengthen a 
proposal window that already is opened based on or raore ofthe foUowing criteria: (i) changes in 
assumptions or conditions relating to the underlying need for the project, such as load growth or 
Reliability Pricing Model auction results; (ii) availability of new or changed infonnation 
regarding the nature ofthe violations and the facilities involved; and (iii) time reraaining in the 
relevant proposal window. In the event that the Office ofthe Intercormection deterraines to 
lengthen or shorten a proposal window, it will post on the PJM website the new proposal 
window period and an explanation as to the reasons for the change in the proposal window 
period. During these windows, the Office ofthe Interconnection will accept proposals from 
existing Transraission Owners and Nonincumbent Developers for potential enhancements or 
expansions to address the posted violations, system conditions, economic constraints, as well as 
Public Policy Requirements. 

(c)(1) AU proposals subraitted in the proposal windows raust contain: (i) the narae and 
address ofthe proposing entity; (ii) a statement whether the entity intends to be the Designated 
Entity for the proposed project; (iii) the location of proposed project, including source and sink, 
if applicable; (iv) relevant engineering studies, and other relevant information as described in the 
PJM Manuals pertaining to the proposed project; (v) a proposed initial constmction schedule 
including projected dates on which needed permits are required to be obtained in order to meet 
the required in-service date; (vi) cost estimates and analyses that provide sufficient detail for the 
Office of Intercormection to review and analyze the proposed cost ofthe project; and (vii) with 
the exception of project proposals with cost estimates submitted with the proposals that are under 
$20 million, a non-refundable fee raust be subraitted with each proposal, by each proposing 
entity who indicates an intention to be the Designated Entity, as follows: a non-refundable fee in 
the amount of $5,000 for each project with a cost estimate subraitted with the proposal that is 
equal to or greater than $20 raillion and less than $ 100 million and a non-refundable fee in the 
amount of $30,000 for each project with a cost estimate submitted with the proposal that Is equal 
to $100 million or greater. 

(c)(2) Proposals from all entities (both existing Transmission Owners and 
Nonincumbent Developers) that indicate the entity intends to be a Designated Entity, also must 
contain inforraation to the extent not previously provided pursuant to Section 1.5.8(a) 
deraonstrating; (i) technical and engineering qualifications ofthe entity, its affiliate, partner, or 
parent company relevant to constmction, operation, and maintenance ofthe proposed project; (ii) 
experience ofthe entity, its affiliate, partner, or parent company in developing, constructing, 
maintaining, and operating the type of transmission facilities contained in the project proposal; 
(iii) the emergency response capability ofthe entity that will be operating and raaintaining the 
proposed project; (iv) evidence of transraission facilities the entity, its affiliate, partner, or parent 
company previously constmcted, maintained, or operated; (v) the ability ofthe entity or its 
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affiliate, partner, or parent company to obtain adequate financing relative to the proposed project, 
which may include a letter of intent from a financial institution approved by the Office ofthe 
Intercormection or such other evidence ofthe financial resources available to finance the 
constmction, operation, and raaintenance ofthe proposed project; (vi) the raanagerial ability of 
the entity, its affiliate, partner, or parent corapany to contain costs and adhere to constmction 
schedules for the proposed project, including a description of verifiable past achievement of 
these goals; (vii) a demonstration of other advantages the entity may have to constmct, operate, 
and maintain the proposed project, including any cost commitment the entity may wish to 
submit; and (vUi) any other infonnation that may assist the Office ofthe Intercormection in 
evaluating the proposed project. 

(c)(3) The Office ofthe Interconnection may request additional reports or inforraation 
from an existing Transmission Owner or Noruncumbent Developers that it determines are 
reasonably necessary to evaluate its specific project proposal pursuant to the criteria set forth in 
Sections 1.5.8(e) and 1.5.8(f) of this Schedule 6. If the Office ofthe Interconnection determines 
any ofthe inforraation provided in a proposal is deficient or it requires additional reports or 
information to analyze the subraitted proposal, the Office ofthe Interconnection shall notify the 
proposing entity of such deficiency or request. Within 10 business days of receipt ofthe 
notification of deficiency and/or request for additional reports or infonnation, or other reasonable 
tirae period as determined by the Office ofthe Intercormection, the proposing entity shall provide 
the necessary inforraation. 

(c)(4) The request for additional reports or infonnation by the Office ofthe 
Intercormection pursuant to Section 1.5.8(c)(3) of this Schedule 6 may be used only to clarify a 
proposed project as submitted. In response to the Office ofthe Information's request for 
additional reports or inforraation, the proposing entity (whether an existing Transraission Owner 
or Nonincumbent Developer) raay not submit a new project proposal or modifications to a 
proposed project once the proposal window is closed. In the event that the proposing entity fails 
to tiraely cure the deficiency or provide the requested reports or inforraation regarding a 
proposed project, the proposed project will not be considered for inclusion in tiie recoramended 
plan. 

(c)(5) Within 30 days ofthe closing ofthe proposal window, the Office ofthe 
Interconnection may notify the proposing entity that additional per project fees are required if the 
Office ofthe Interconnection determines the proposing entity's subraittal includes multiple 
project proposals. Within 10 business days of receipt ofthe notification of insufficient funds by 
the Office ofthe Intercormection, die proposing entity shall submit such funds or notify the 
Office ofthe Interconnection which ofthe project proposals the Office ofthe Interconnection 
should evaluate based on the fee(s) submitted. 

(d) Posting and Review of Projects. Following the close of a proposal window, the Office 
ofthe Intercoimection shall post on the PJM website all proposals submitted pursuant to Section 
1.5.8(c) of this Schedule 6. AU proposals addressing state Public Policy Requirements shall be 
provided to the applicable states in the PJM Region for review and consideration as a 
Supplemental Project or a state public policy project consistent with Section 1.5.9 of this 
Schedule 6. The Office ofthe Interconnection shall review all proposals submitted during a 
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proposal window and deterraine and present to the Transraission Expansion Advisory Conmiittee 
the proposals that raerit further consideration for inclusion in the recommended plan. In making 
this determination, the Office ofthe Intercormection shall consider the criteria set forth in 
Sections 1.5.8(e) and 1.5.8(f) of this Schedule 6. The Office ofthe Intercormection shall post on 
the PJM website and present to the Transmission Expansion Advisory Coraraittee for review and 
coraraent descriptions ofthe proposed enhancements and expansions, including any proposed 
Suppleraental Projects or state public policy projects identified by a state(s). Based on review 
and comment by the Transraission Expansion Advisory Coraraittee, the Office ofthe 
Interconnection raay, if necessary conduct further study and evaluation. The Office ofthe 
Interconnection shall post on the PJM website and present to the Transraission Expansion 
Advisory Coraraittee the revised enhanceraents and expansions for review and coraraent. After 
consultation with the Transmission Expansion Advisory Committee, the Office ofthe 
Intercormection shall determine the raore efficient or cost-effective transmission enhancements 
and expansions for inclusion in the recommended plan consistent with this Schedule 6. 

(e) Criteria for Considering Inclusion of a Project in the Recommended Plan. In 
determining whether a Short-term Project or Long-lead Project proposed pursuant to Section 
1.5.8(c), individually or in combination with other Short-term Projects or Long-lead Projects, is 
the more efficient or cost-effective solution and therefore should be included in the 
recomraended plan, the Office ofthe Intercormection, taking into account sensitivity studies and 
scenario analyses considered pursuant to Section 1.5.3 of this Schedule 6, shall consider the 
following criteria, to the extent applicable: (i) the extent to which a Short-term Project or Long-
lead Project would address and solve the posted violation, system condition, or economic 
constraint; (ii) the extent to which the relative benefits ofthe project meets a Benefit/Cost Ratio 
Threshold of at least 1.25:1 as calculated pursuant to Section 1.5.7(d) of this Schedule 6; (iii) the 
extent to which the Short-term Project or Long-lead Project would have secondary benefits, such 
as addressing additional or other systera reliability, operational perfonnance, economic 
efficiency issues or federal Public Policy Requireraents or state Public Policy Requirements 
identified by the states in the PJM Region; and (iv) other factors such as cost-effectiveness, the 
ability to timely coraplete the project, and project development feasibility. 

(f) Entity-Specific Criteria Considered in Determining the Designated Entity for a 
Project. In deterraining whether the entity proposing a Short-terra Project or a Long-lead 
Project recommended for inclusion in the plan shall be the Designated Entity, the Office ofthe 
Interconnection shall consider: (i) whether in its proposal, the entity indicated its intent to be the 
Designated Entity; (ii) whether the entity is pre-qualified to be a Designated Entity pursuant to 
Section 1.5.8(a); (iii) information provided either in the proposing entity's subraission pursuant 
to Section 1.5.8(a) or 1.5.8(c)(2) relative to the specific proposed project that deraonstrates: (1) 
the technical and engineering experience ofthe entity or its affiliate, partner, or parent corapany, 
including its previous record regarding constmction, raaintenance, and operation of transmission 
facilities relative to the project proposed; (2) ability ofthe entity or its affiliate, partner, or parent 
corapany to constmct, raaintain, and operate transraission facilities, as proposed, (3) capability of 
the entity to adhere to standardized construction, raaintenance, and operating practices, including 
the capability for eraergency response and restoration of damaged equipment; (4) experience of 
the entity in acquiring rights of way; (5) evidence ofthe ability ofthe entity, its affiliate, partner, 
or parent corapany to secure a financial coraraitraent frora an approved financial uistitution(s) 
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agreeing to finance the constmction, operation, and maintenance ofthe project, if it is accepted 
into the recommended plan; and (iv) any other factors that may be relevant to the proposed 
project, including but not limited to whether the proposal includes the entity's previously 
designated project(s) included in the plan. 

(g) Procedures if No Long-lead Project or Economic-based Enhancement or Expansion 
Proposal is Determined to be the More Efficient or Cost-Effective Solution. If the Office of 
the Intercormection determines that none ofthe proposed Long-lead Projects received during the 
Long-lead Project proposal window would be the raore efficient or cost-effective solution to 
resolve a posted violation, or systera condition, the Office of the Intercormection may re-evaluate 
and re-post on the PJM website the unresolved violations, or systera conditions pursuant to 
Section 1.5.8(b), provided such re-evaluation and re-posting would not affect the ability ofthe 
Office ofthe Interconnection to timely address the identified reliability need. In the event that 
re-posting and conducting such re-evaluation would prevent the Office ofthe Intercormection 
frora tiraely addressing die existing and projected liraitations on the Transraission Systera that 
give rise to the need for an enhanceraent or expansion, the Office ofthe Intercormection shall 
propose a project to solve the posted violation, or system condition for inclusion in the 
recommended plan and shall present such project to the Transmission Expansion Advisory 
Comraittee for review and coraraent. The Transraission Owner(s) in the Zone(s) where the 
project is to be located shall be the Designated Entity(ies) for such project. In deterraining 
whether there is insufficient time for re-posting and re-evaluation, the Office ofthe 
Interconnection shall develop and post on the PJM website a ttansmission solution constmction 
timeline for input and review by the Transmission Expansion Advisory Committee that will 
include factors such as, but not limited to: (i) deadlines for obtaining regulatory approvals, (ii) 
dates by which long lead equipment should be acquired, (iii) the time necessary to complete a 
proposed solution to raeet the required in-service date, and (iv) other tirae-based factors 
impacting the feasibility of achieving the required in-service date. Based on input from the 
Transmission Expansion Advisory Committee and the tirae frames set forth in the constmction 
timeline, the Office ofthe Intercormection shall deterraine whether there is sufficient tirae to 
conduct a re-evaluation and re-post and tiraely address the existing and projected limitations on 
the Transmission System that give rise to the need for an enhanceraent or expansion. To the 
extent that an economic constraint remains unaddressed, the economic constraint will be re
evaluated and re-posted. 

(h) Procedures if No Short-term Project Proposal is Determined to be the More 
Efficient or Cost-Effective Solution. If the Office ofthe Intercormection determines that none 
ofthe proposed Short-term Projects received during a Short-terra Project proposal window 
would be the raore efficient or cost-effective solution to resolve a posted violation or system 
condition, the Office ofthe Intercormection shall propose a Short-terra Project to solve the 
posted violation, or system condition for inclusion in the recommended plan and will present 
such Short-term Project to the Transraission Expansion Advisory Coraraittee for review and 
coraraent. The Transmission Owner(s) in the Zone(s) where the Short-term Project is to be 
located shall be the Designated Entity(ies) for the Project. 

(i) Notification of Designated Entity. Within 10 business days of PJM Board approval of 
the Regional Transraission Expansion Plan, the Office ofthe Intercormection shall notify the 
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entities that have been designated as the Designated Entities for projects included in the Regional 
Transmission Expansion Plan of such designations. In such notices, the Office ofthe 
Intercormection shall provide: (i) the needed in-service date ofthe project; and (ii) a date by 
which all necessary state approvals should be obtained to timely meet the needed in-service date 
ofthe project. The Office ofthe Intercormection shall use these dates as part of its on-going 
monitoring ofthe progress ofthe project to ensure that the project is completed by hs needed in-
service date. 

(j) Acceptance of Designation. Within 30 days of receiving notification of its designation 
as a Designated Entity, the existing Transmission Owner or Nonincumbent Developer shall 
notify the Office ofthe Intercormection of its acceptance of such designation and submit to the 
Office ofthe Interconnection a development schedule, which shall include, but not be limited to, 
milestones necessary to develop and constmct the project to achieve the required in-service date, 
including milestone dates for obtaining all necessary authorizations and approvals, including but 
not limited to, state approvals. For good cause shown, the Office ofthe Intercormection raay 
extend the deadline for submitting the development schedule. The Office ofthe Interconnection 
then shall review the development schedule and within 15 days or other reasonable time as 
required by the Office ofthe Interconnection: (i) notify the Designated Entity of any issues 
regarding the development schedule identified by the Office ofthe Intercormection that may 
need to be addressed to ensure that the project meets its needed in-service date; and (ii) tender to 
the Designated Entity an executable Designated Entity Agreement setting forth the rights and 
obligations ofthe parties. To retain its status as a Designated Entity, within 60 days of receiving 
notification of its designation (or other such period as mutually agreed upon by the Office ofthe 
Intercormection and the Designated Entity), the Designated Entity (both existing Transraission 
Owners and Nonincurabent Developers) shall subrait to the Office ofthe Intercormection a letter 
of credit as determined by the Office of Intercormection to cover the incremental costs of 
constmction resulting frora reassignment ofthe project, and retum to the Office ofthe 
Interconnection an executed Designated Entity Agreement containing a rautually agreed upon 
developraent schedule. In the altemative, the Designated Entity raay request dispute resolution 
pursuant to Schedule 5 of this Agreement, or request that the Designated Entity Agreement be 
filed unexecuted with the Commission. 

(k) Failure of Designated Entity to Meet Milestones. In the event the Designated Entity 
fails to comply with one or more ofthe requirements of Section 1.5.8(j); or fails to meeta 
milestone in the development schedule set forth in the Designated Entity Agreeraent that causes 
a delay ofthe project's in-service date, the Office ofthe Interconnection shall re-evaluate the 
need for the Short-terra Project or Long-lead Project, and based on that re-evaluation may: (i) 
retain the Short-terra Project or Long-lead Project in the Regional Transmission Expansion Plan; 
(ii) remove the Short-term Project or Long-lead Project frora the Regional Transmission 
Expansion Plan; or (iii) include an altemative solution in the Regional Transraission Expansion 
Plan. If the Office ofthe Interconnection retains the Short-terra or Long-term Project in the 
Regional Transmission Expansion Plan, it shall determine whether the delay is beyond the 
Designated Entity's control and whether to retain the Designated Entity or to designate the 
Transraission Owner(s) in the Zone(s) where the project is located as Designated Entity(ies) for 
the Short-terra Project or Long-lead Project. If the Designated Entity is the Transraission 
Owner(s) in the Zone(s) where the project is located, the Office ofthe Interconnection shall seek 
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recourse through the Consolidated Transraission Owners Agreement or FERC, as appropriate. 
Any modifications to the Regional Transmission Expansion Plan pursuant to this section shall be 
presented to the Transraission Expansion Advisory Coraraittee for review and coraraent and 
approved by the PJM Board. 

(1) Transmission Owners Required to be the Designated Entity. Notwithstanding 
anything to the contrary in this Section 1.5.8, in all events, the Transmission Owner(s) in whose 
Zone(s) a project proposed pursuant to Section 1.5.8(c) of this Schedule 6 is to be located will be 
the Designated Entity for the project, when the Short-term Project or Long-lead Project is: (i) a 
Transmission Owner Upgrade; (ii) located solely within a Transraission Owner's Zone and the 
costs ofthe project are allocated solely to the Transraission Owner's Zone; or (iii) located solely 
within a Transmission Owner's Zone and is not selected in the Regional Transraission Expansion 
Plan for purposes of cost allocation. 

(m) Immediate-need Reliability Projects: 

(ra)(I) Pursuant to the expansion plarming process set forth in Sections 1.5.1 through 
1.5.6 of Schedule 6, the Office ofthe Intercormection shall identify immediate reliability needs 
that raust be addressed within three years or less. The Office ofthe Intercormection shall 
develop Immediate-need Reliability Projects for which a proposal window pursuant to Section 
1.5.8(m)(2) is infeasible. The Office ofthe Interconnection shall consider the following factors 
in determining the infeasibility of such a proposal window: (i) nature ofthe rehability criteria 
violation; (ii) nature and type of potential solution required; and (iii) projected constmction tirae 
for a potential solution to the type of rehability criteria violation to be addressed. The Office of 
the Intercoimection shall post on the PJM website for review and comment by the Transmission 
Expansion Advisory Comraittee and other stakeholders descriptions ofthe Iraraediate-need 
Reliability Projects for which a proposal window pursuant to Section 1.5.8(ra)(2) is infeasible. 
The descriptions shall include an explanation ofthe decision to designate the Transmission 
Owner as the Designated Entity for the Iraraediate-need Reliability Project rather than 
conducting a proposal window pursuant to Section 1.5.8(ra)(2), including an explanation ofthe 
tirae-sensitive need for the Immediate-need Reliability Project, other transmission and non-
transmission options that were considered but concluded would not sufficiently address the 
iraraediate reliability need, the circurastances that generated the immediate reliability need, and 
why the immediate reliability need was not identified earlier. After the descriptions are posted 
on the PJM website, stakeholders shall have reasonable opportunity to provide comments to the 
Office ofthe Intercormection. All comments received by the Office ofthe Intercormection shall 
be publicly available on the PJM website. Based on the comments received frora stakeholders 
and the review by Transraission Expansion Advisory Coraraittee, the Office ofthe 
Intercormection shall, if necessary, conduct further study and evaluation and post a revised 
recoramended plan for review and coraraent by the Transraission Expansion Advisory 
Conmiittee. The PJM Board shall approve the Iraraediate-need Reliability Projects for inclusion 
in the recomraended plan. In January of each year, the Office ofthe Intercormection shall post 
on the PJM website and file with the Commission for inforraational purposes a list ofthe 
Immediate-need Reliability Projects for which an existing Transraission Owner was designated 
in the prior year as the Designated Entity in accordance with this Section 1.5.8(ra)(l). The list 
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shall include the need-by date of Immediate-need Reliability Project and the date the 
Transraission Owner actually energized the Iraraediate-need Reliability Project. 

(m)(2) If, in the judgraent ofthe Office ofthe Intercormection, there is sufficient tirae for 
the Office ofthe Intercormection to accept proposals in a shortened proposal window for 
Iraraediate-need Reliability Projects, the Office ofthe Interconnection shall post on the PJM 
website the violations and systera conditions that could be addressed by Iraraediate-need 
Reliability Project proposals, including an explanation ofthe time-sensitive need for an 
Immediate-need Reliability Project and provide notice to stakeholders of a shortened proposal 
window. Proposals must contain the inforraation required in Section 1.5.8(c) and, if the entity is 
seeking to be the Designated Entity, such entity raust have pre-qualified to be a Designated 
Entity pursuant to Section 1.5.8(a). In determining the more efficient or cost-effective proposed 
Immediate-need Reliability Project for inclusion in the recommended plan, the Office ofthe 
Intercormection shall consider the extent to which the proposed Imraediate-need Reliability 
Project, individually or in combination with other Immediate-need ReUability Projects, would 
address and solve the posted violations or systera conditions and other factors such as cost-
effectiveness, the ability ofthe entity to timely complete the project, and project developraent 
feasibility In Ught ofthe requhed need. After PJM Board approval, the Office ofthe 
Interconnection, in accordance with Section 1.5.8(1) of this Schedule 6, shall notify the entities 
that have been designated as Designated Entities for Iraraediate-need Projects included in the 
Regional Transraission Expansion Plan of such designations. Designated Entities shall accept 
such designations in accordance with Section 1.5.8(j). In the event that (i) the Office ofthe 
Intercormection deterraines that no proposal resolves a posted violation or systera condition; (ii) 
the proposing entity is not selected to be the Designated Entity; (iii) an entity does not accept the 
designation as a Designated Entity; or (iv) the Designated Entity fails to raeet railestones that 
would delay the in-service date ofthe Iraraediate-need Reliability Project, the Office ofthe 
Interconnection shall develop and recoraraend an Immediate-need Reliability Project to solve the 
violation or system needs in accordance with Section 1.5.8(m)(l). 

(n) Reliability Violations on Transmission Facilities Below 200 kV. Pursuant to the 
expansion planning process set forth in Sections 1.5.1 through 1.5.6 of Schedule 6, the Office of 
the Interconnection shall identify reliability violations on facilities below 200 kV. The Office of 
the Interconnection shall not post such a violation pursuant to Section 1.5.8(b) of this Schedule 6 
for inclusion in a proposal window pursuant to Section 1.5.8(c) unless the identified violation(s) 
satisfies one of the following exceptions: (i) the reliability violations are thermal overload 
violations identified on multiple transmission lines and/or transformers rated below 200 kVthat 
are impacted by a common contingent element, such that multiple reliability violations could be 
addressed by one or more solutions, including but not limited to a higher voltage solution; or (ii) 
the reliability violations are thermal overload violations identified on multiple transmission lines 
and/or transformers rated below 200 kV and the Office ofthe Interconnection determines that 
given the location and electrical features ofthe violations one or more solutions could 
potentially address or reduce the flow on multiple lower voltage facilities, thereby eliminating 
the multiple reliability violations. If the reliability violation is identified on multiple facilities 
rated below 200 kVthat are determined by the Office ofthe Interconnection to meet one ofthe 
two exceptions stated above, the Office ofthe Interconnection shall post on the PJM website the 
reliability violations to be included in a proposal window consistent with Section 1.5.8(c) of 
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Schedule 6. If the Office ofthe Interconnection determines that the identified reliability 
violations do not satisfy either ofthe two exceptions stated above, the Office ofthe 
Interconnection shall develop a solution to address the reliability violation on below 200 kV 
Transmission Facilities that wiU not be included in a proposal window pursuant to Section 
1.5.8(c). The Office of Intercoimection shall post on the PJM website for review and comment by 
the Transmission Expansion Advisory Committee and other stakeholders descriptions ofthe 
below 200 kV reliability violations that will not be included in a proposal window pursuant to 
Section 1.5.8(c). The descriptions shall include an explanation ofthe decision to not include the 
below 200 kV reliability violation(s) in a Section 1.5.8(c) proposal window, a description ofthe 
facility on which the violation(s) is found, the Zone in which the facility is located, and notice 
that such construction responsibility for and ownership ofthe project that resolves such below 
200 kV reliability violation will be designated to the incumbent Transmission Owner. After the 
descriptions are posted on the PJM website, stakeholders shall have reasonable opportunity to 
provide comments for consideration by the Office ofthe Interconnection. With the exception of 
Immediate-need Reliability Projects under section 1.5.8(m) of this Schedule 6, PJM will not 
select an above 200 kV solution for inclusion in the recommended plan that would address a 
reliability violation on a below 200 kV transmission facility without posting the violation for 
inclusion in a proposal window consistent with Section 1.5.8(c) of Schedule 6. All written 
comments received by the Office ofthe Interconnection shall be publicly available on the PJM 
website. 

1.5.9 State Agreement Approach. 

(a) State govemmental entities authorized by their respective states, individually or 
jointly, may agree voluntarily to be responsible for the allocation of all costs ofa proposed 
transraission expansion or enhanceraent that addresses state Public Policy Requireraents 
identified or accepted by the state(s) in the PJM Region. As deterrained by the authorized state 
govemmental entities, such transmission enhancements or expansions may be included in the 
recommended plan, either as a (i) Supplemental Project or (ii) state public policy project, which 
is a transmission enhanceraent or expansion, the costs ofwhich will be recovered pursuant to a 
FERC-accepted cost allocation proposed by agreeraent of one or more states and volimtarily 
agreed to by those state(s). All costs related to a state public policy project or Suppleraental 
Project included in the Regional Transmission Expansion Plan to address state Public PoUcy 
Requireraents pursuant to this Section shall be recovered from customers in a state(s) in the PJM 
Region that agrees to be responsible for the projects. No such costs shaU be recovered frora 
customers in a state that did not agree to be responsible for such cost allocation. A state public 
policy project will be included in the Regional Transmission Expansion Plan for cost allocation 
purposes only if there is an associated FERC-accepted allocation permitting recovery ofthe costs 
ofthe state public policy project consistent with this Section. 

(b) Subject to any designation reserved for Transmission Owners in Section 1.5.8(1) 
of this Schedule 6, the state(s) responsible for cost allocation for a Supplemental Project or a 
state public policy project in accordance with Section 1.5.9(a) in this Schedule 6 raay subrait to 
the Office ofthe Interconnection the entity(ies) to constmct, own, operate and maintain the state 
public policy project frora a list of entities supplied by the Office ofthe Intercormection that pre-
qualified to be Designated Entities pursuant to Section 1.5.8(a) of this Schedule 6. 
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1.5.10 Multi-Driver Project. 

(a) When a proposal subraitted by an existing Transmission Owner or Nonincurabent 
Developer pursuant to Section 1.5.8(c) meets the definition of a Multi-Driver Project and is 
designated to be included in the Regional Transraission Expansion Plan for purposes of cost 
allocation, the Office ofthe Intercormection shall designate the Designated Entity for the project 
as follows: (i) if the Multi-Driver Project does not contain a state Public Policy Requireraent 
component, the Office ofthe Intercormection shall designate the Designated Entity pursuant to 
the criteria in Section 1.5.8 of this Schedule 6; or (ii) if the Multi-Driver Project contains a state 
Public Policy Requirement component, the Office ofthe Intercormection shall evaluate potential 
Designated Entity candidates based on the criteria in Section 1.5.8 of this Schedule 6, and 
provide its evaluation to and elicit feedback frora the sponsoring state govemraental entities 
responsible for allocation of all costs ofthe proposed state Public Policy Requirement 
component ("state governmental entity(ies)") regarding its evaluation. Based on its evaluation of 
the Section 1.5.8 criteria and consideration ofthe feedback from the sponsoring state 
govemmental entity(ies), the Office ofthe Interconnection shall designate the Designated Entity 
for the Muhi-Driver Project and notify such entity consistent with Section 1.5.8(1) of this 
Schedule 6. A Multi-Driver Project may be based on proposals that consist of (1) newly 
proposed transmission enhancements or expansions; (2) additions to, or modifications of, 
transmission enhancements or expansions already selected for inclusion in the Regional 
Transmission Expansion Plan; and/or (3) one or more transraission enhancements or expansions 
already selected for inclusion in the Regional Transmission Expansion Plan. 

(b) A Multi-Driver Project may contain an enhancement or expansion that addresses 
a state Public Policy Requirement component only if it meets the requirements set forth in 
section 1.5.9(a) of this Schedule 6 and its cost allocations are established consistent with Section 
(b)(xii)(B) of Schedule 12 ofthe PJM Tariff. 

(c) If a state govemmental entity(ies) desires to include a Public Policy Requirement 
component after an enhancement or expansion has been included in the Regional Transmission 
Expansion Plan, the Office ofthe Intercormection may re-evaluate the relevant reliability-based 
enhancement or expansion, Economic-based Enhancement or Expansion, or Multi-Driver Project 
to determine whether adding the state-sponsored PubUc Policy Requirement component would 
create a raore cost effective or efficient solution to systera conditions. If the Office ofthe 
Interconnection determines that adding the state-sponsored Public Policy Requirement 
component to an enhancement or expansion already included in the Regional Transmission 
Expansion Plan would result in a more cost effective or efficient solution, the state-sponsored 
Public Policy Requirement component may be included in the relevant enhancement or 
expansion, provided all ofthe requirements of Section 1.5.10(b) of this Schedule 6 are met, and 
cost allocations are established consistent with Section (b)(xii)(B) of Schedule 12 ofthe PJM 
Tariff. 

(d) If, subsequent to the inclusion in the Regional Transmission Expansion Plan ofa 
Multi-Driver Project that contains a state Public Policy Requirement component, a state 
govemmental entity(ies) withdraws its support ofthe PubUc Policy Requirement component ofa 
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Muhi-Driver Project, then: (i) the Office ofthe Interconnection shall re-evaluate the need for the 
remaining coraponents ofthe Multi-Driver Project without the state Public Policy Requireraent 
coraponent, remove the Multi-Driver Project frora the Regional Transraission Expansion Plan, or 
replace the Multi-Driver Project with an enhancement or expansion that addresses reraaining 
reliability or economic system needs; (ii) if the Multi-Driver Project is retained in the Regional 
Transraission Expansion Plan without the state Public Policy Requireraent coraponent, the costs 
ofthe reraaining components will be allocated in accordance with Schedule 12 ofthe Tariff; 
(iii) if more than one state is responsible for the costs apportioned to the state Public Policy 
Requirement component ofthe Multi-Driver Project, the reraaining state govemraental 
entity(ies) shall have the option to continue supporting the state Public Policy component ofthe 
Multi-Driver Project and if the remaining state govemmental entity(ies) choose this option, the 
apportionment ofthe state Public Policy Requirement component will remain in place and the 
remaining state govemmental entity(ies) shall agree upon their respective apportionments; (iv) if 
a Multi-Driver Project raust be retained in the Regional Transraission Expansion Plan and 
corapleted with the State Public Policy component, the state PubUc Policy Requireraent 
apportionment will remain in place and the withdrawing state govemraental entity(ies) shall 
continue to be responsible for its/their share ofthe FERC-accepted cost allocations as filed 
pursuant to Section (b)(xii)(B) of Schedule 12 ofthe PJM Tariff. 

(e) The actual costs of a Multi-Driver Project shall be apportioned to the different 
coraponents (reliability-based enhanceraent or expansion, Econoraic-based Enhancement or 
Expansion and/or Public Policy Requireraent) based on the initial estiraated costs ofthe Multi-
Driver Project in accordance with the raethodology set forth in Schedule 12 of tiie PJM Tariff. 

(f) The benefit metric calculation used for evaluating the market efficiency 
component of a Multi-Driver Project will be based on the final voltage ofthe Multi-Driver 
Project using the Benefit/Cost Ratio calculation set forth in Section 1.5.7(d) of Schedule 6 of this 
Operating Agreement where the Cost component ofthe calculation is the present value ofthe 
estimated cost ofthe enhancement apportioned to the market efficiency component ofthe Multi-
Driver Project for each ofthe first 15 years ofthe life ofthe enhancement or expansion. 

(g) Except as provided to the conttary in this Section 1.5.10, Section 1.5.8 of this 
Schedule 6 applies to Multi-Driver Projects. 

(h) The Office ofthe Interconnection shall detennine whether a proposal(s) meets the 
definition of a Multi-Driver Project by identifying a more efficient or cost effective solution that 
uses one ofthe following methods: (1) combining separate solutions that address reliabiUty, 
economics and/or pubUc policy into a single transraission enhancement or expansion that 
incorporates separate drivers into one Multi-Driver Project ("Proportional Multi-Driver 
Method"); or (ii) expanding or enhancing a proposed single driver solution to include one or 
more additional component(s) to address a corabination of reliability, econoralc and/or public 
policy drivers ("Increraental Multi-Driver Method"). 

(i) In determining whether a Multi-Driver Project may be designated to raore than 
one entity, PJM shall consider whether: (i) the project consists of separable transraission 
elements, which are physically discrete transmission components, such as, but not limited to, a 
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transformer, static var compensator or definable linear segment ofa transraission line, that can be 
designated individually to a Designated Entity to construct and own and/or finance; and (ii) each 
entity satisfies the criteria set forth in section 1.5.8(f) of Schedule 6. Separable transraission 
eleraents that qualify as Transraission Owner Upgrades shall be designated to the Transraission 
Owner in the Zone in which the facility will be located. 
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1.6 Approval ofthe Final Regional Transmission Expansion Plan. 

(a) Based on the studies and analyses perforraed by the Office ofthe Intercormection under 
this Schedule 6, the PJM Board shall approve the Regional Transraission Expansion Plan in 
accordance with the requireraents of this Schedule 6. The PJM Board shall approve the cost 
allocations for transraission enhancements and expansions consistent with Schedule 12 ofthe 
PJM Tariff. Supplemental Projects shall be integrated into the Regional Transmission Expansion 
Plan approved by the PJM Board but shall not be included for cost allocation purposes. 

(b) The Office ofthe Intercormection shaU pubUsh the cunent, approved Regional 
Transmission Expansion Plan on the PJM Intemet site. Within 30 days after each occasion when 
the PJM Board approves a Regional Transmission Expansion Plan, or an addition to such a plan, 
that designates one or more Transmission Owner(s) or Designated Entity(ies) to construct such 
expansion or enhanceraent, the Office ofthe Intercormection shall file with FERC a report 
identifying the expansion or enhanceraent, its estimated cost, the entity or entities that will be 
responsible for constmcting and owning or financing the project, and the market participants 
designated under Section 1.5.6(1) above to bear responsibility for the costs ofthe project. 

(c) If a Regional Transmission Expansion Plan is not approved, or if the transmission service 
requested by any entity is not included in an approved Regional Transmission Expansion Plan, 
nothing herein shall lirait in any way the right of any entity to seek relief pursuant to the 
provisions of Section 211 of the Federal Power Act. 

(d) FoUowing PJM Board approval, the final Regional Transraission Expansion Plan shall be 
documented, posted publicly and provided to the Applicable Regional Entities. 
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1.7 Obligation to Build. 

(a) Subject to the requireraents of applicable law, govemraent regulations and approvals, 
including, without liraitation, requireraents to obtain any necessary state or local siting, 
constmction and operating permits, to the availability of required financing, to the ability to 
acquire necessary right-of-way, and to the right to recover, pursuant to appropriate financial 
anangements and tariffs or contracts, all reasonably incurred costs, plus a reasonable retum on 
investment, Transraission Owners or Designated Entities designated as the appropriate entities to 
constmct, own and/or finance enhanceraents or expansions specified in the Regional 
Transmission Expansion Plan shall constmct, own and/or finance such facilities or enter into 
appropriate contracts to fulfill such obligations. Except as provided in Section 1.5.8(k) of this 
Schedule 6, nothing herein shall require any Transraission Owner to constmct, finance or own 
any enhanceraents or expansions specified in the Regional Transmission Expansion Plan for 
which the plan designates an entity other than a Transmission Owner as the appropriate entity to 
constmct, own and/or finance such enhancements or expansions. 

(b) Nothing herein shall prohibit any Transraission Owner from seeking to recover the cost 
of enhancements or expansions on an incremental cost basis or frora seeking approval of such 
rate treatment from any regulatory agency with jurisdiction over such rates. 

(c) The Office ofthe Interconnection shall be obligated to collect on behalf of the 
Transmission Owner(s) or Designated Entity(ies) all charges established under Schedule 12 of 
the PJM Tariff in connection with facilities which the Office ofthe Interconnection designates 
one or more Transmission Owners or Designated Entity(ies) to build pursuant to this Regional 
Transraission Expansion Plarming Protocol. Such charges shall corapensate the Transraission 
Owner(s) or Designated Entity(ies) for all costs related to such RTEP facilities under a FERC-
approved rate and will include any FERC-approved incentives. 

(d) In the event that a Transraission Owner declines to construct an economic transmission 
enhancement or expansion developed under Sections 1.5.6(d) and 1.5.7 of this Schedule 6 that 
such Transmission Owner is designated by the Regional Transmission Expansion Plan to 
constmct (in whole or in part), the Office ofthe Intercormection shall proraptly file with the 
FERC a report on the results ofthe pertinent economic plarming process in order to permit the 
FERC to determine what action, if any, it should take. 
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1.8 Interregional Expansions 

(a) PJM shall collect from Midwest Independent System Operator, Inc., for distribution to 
the applicable Transraission Owners, in accordance with Schedule 12 ofthe PJM Tariff, 
revenues collected by the Midwest Independent Systera Operator, Inc. .under the Open Access 
Transmission Tariff of the Midwest Independent System Owner, Inc. with respect to 
transmission enhancements or expansions for which the Coordinated System Plan developed 
under the Joint Operating Agreement Between the Midwest Independent System Operator, Inc. 
and PJM Interconnection, L.L.C. assigns cost responsibility for transraission enhancements or 
expansions in the PJM Region to market participants in the region ofthe Midwest Independent 
System Operator, Inc. 

(b) PJM shall disburse to the Midwest Independent System Operator, Inc., for distribution to 
applicable transmission owners ofthe Midwest Independent System Operator, Inc., revenues 
collected under Schedule 12 ofthe PJM Tariff which establishes a charge m cormection with 
enhancements or expansions in the region ofthe Midwest Independent System Operator, Inc. the 
cost responsibility for which has been assigned to raarket participants in the PJM Region under 
the Coordinated System Plan developed under the Joint Operating Agreement Between the 
Midwest Independent System Operator, Inc. and PJM Intercormection, L.L.C. 

(c) Nothing in this Section 1.8 shall affect or limit any Transmission Owners filing rights 
under Section 205 ofthe Federal Power Act as set forth in the PJM Tariff and applicable 
agreements. 
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1.9 Relationship to the PJM Open Access Transmission Tariff. 

Nothing herein shall raodify the rights and obligations of an Eligible Customer or a Transraission 
Customer, as those terms are defined in the PJM Tariff, with respect to required studies and 
completion of necessary enhancements or expansions. An Eligible Customer or Transraission 
Custoraer electing to follow the procedures in the PJM Tariff instead ofthe procedures provided 
herein, shall also be responsible for the related costs. The enhanceraent and expansion study 
process under this Protocol shall be funded as a part ofthe operating budget ofthe Office ofthe 
Interconnection. 
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SCHEDULE 6-A 
Interregional Transmission Coordination Between the SERTP and PJM Regions 

The Office ofthe Intercormection, through its regional transmission planning process, 
coordinates with the public utility ttansraission providers of Southeastem Regional Transraission 
Plarming ("SERTP," and individually, "SERTP Transmission Provider," and collectively, 
"SERTP Transmission Providers"), as the ttansmission providers and planners for the SERTP 
region to address transraission planrung coordination issues related to intenegional ttansmission 
projects. The intenegional transmission coordination procedures include a detailed description 
ofthe process for coordination between the SERTP Transmission Providers and the Office ofthe 
Interconnection, to identify possible interregional transmission projects that could address 
transmission needs more efficientiy or cost-effectively than transraission projects included in the 
respective regional transraission plans. The intenegional transraission coordination procedures 
are hereby provided in this Schedule 6-A with additional materials provided on the PJM 
Regional Plarming website. 

The Office ofthe Intercoimection and each ofthe SERTP Transmission Providers shall: 

(1) Coordinate and share the results ofthe SERTP Transraission Providers' and the 
Office ofthe Interconnection's regional transmission plans to identify possible intenegional 
transmission projects that could address transmission needs more efficiently or cost-effectively 
than separate regional transraission projects; 

(2) Identify and jointiy evaluate transraission projects that are proposed to be located 
in both transmission planning regions; 

(3) Exchange, at least annually, planning data and inforraation; and 

(4) Maintain a website and e-mail list for the communication of inforraation related to 
the coordinated plarming process. 

The SERTP Transraission Providers and the Office ofthe Interconnection developed a 
mutually agreeable method for allocating between the two transmission planning regions the 
costs of new interregional transmission projects that are located within both transraission 
plarming regions. Such cost allocation raethod satisfies the six interregional cost allocation 
principles set forth in Order No. 1000 and are included in this Schedule 12-B ofthe PJM Open 
Access Transmission Tariff ("Schedule 12-B"). 

For purposes of this Schedule 6-A, each ofthe SERTP Transraission Provider's 
transraission plarming process is the process described in each ofthe SERTP Transraission 
Providers' open access ttansmission tariffs; the Office ofthe Intercormection's regional 
transmission plarming process is the process described in Schedule 6 of this Agreeraent. 
References to the respective transmission planning processes in each ofthe SERTP Transmission 
Providers' open access ttansmission tariffs are intended to identify the activities described in 
those tariff provisions. References to the respective regional transmission plans in this Schedule 
6-A are intended to identify, for the Office ofthe Intercoimection, the PJM Regional 

Effective Date: 1/1/2015 - Docket*: ER13-1936-002-Page 1 



Intra-PJM Tariffs - > OPERATING AGREEMENT ~> OA SCHEDULE 6-A - Interregional Transmission Coordination Be 

Transmission Expansion Plan ("RTEP"), as defined in appUcable PJM documents and, for the 
each SERTP Transraission Providers, the SERTP regional transraission plan which includes the 
applicable ten (10) year transraission expansion plan. Unless noted otherwise. Section references 
in this Schedule 6-A refer to Sections within this Schedule 6-A. 

Nothing in this Schedule 6-A is intended to affect tiie terras of any bilateral planning or 
operating agreeraents between ttansmission owners and/or ttansmission service providers that 
exist as ofthe effective date of this Schedule 6-A or that are executed at some future date. 

INTERREGIONAL TRANSMISSION PLANNING PRINCIPLES 

Representatives ofthe SERTP and the Office ofthe Interconnection will meet no less 
than once per year to facilitate the intenegional coordination procedures described below (as 
applicable). Representatives ofthe SERTP and the Office ofthe Interconnection may meet raore 
frequently during the evaluation of project(s) proposed for purposes of interregional cost 
allocation between the SERTP and the Office ofthe Intercoimection. For purposes of this 
Schedule 6-A, an "intenegional transraission projecf means a facility or set of facilities that 
would be physically located in both the SERTP and PJM regions and would intercormect to 
transmission facilities in both the SERTP and PJM regions. The facilities to which the project is 
proposed to interconnect raay be either existing transmission facilities or transmission projects 
included in the regional transmission plan that are cunentiy under developraent. 

1. Coordination 

1.1 Review of Respective Regional Transmission Plans: Biennially, the Office of 
the Interconnection and the SERTP Transmission Providers shall review each other's cunent 
regional transmission plan(s) and engage in the data exchange and joint evaluation described in 
Sections 2 and 3. 

1.1.1 The review of each region's regional transmission plan(s), which plans 
include the transmission needs and planned upgrades ofthe ttansraission providers in 
each region, shall occur on a rautually agreeable tiraetable, taking into account each 
region's transmission planning process timeline. 

1.2 Review of Proposed Interregional Transmission Projects: The SERTP 
Transmission Providers and the Office ofthe Interconnection will also coordinate with regard to 
the evaluation of intenegional transmission projects identified by the SERTP Transmission 
Providers and the Office ofthe Interconnection as well as interregional transmission projects 
proposed for Intenegional Cost Allocation Purposes ("Intenegional CAP"), pursuant to Sections 
3 below and Schedule 12-B ofthe PJM Open Access Transmission Tariff. Initial coordination 
activities regarding new intenegional proposals will typically begin during the third calendar 
quarter. The SERTP Transraission Providers and the Office ofthe Interconnection will exchange 
status updates for new intenegional transraission project proposals or proposals cunentiy under 
consideration as needed. These status updates will generally include. If applicable: (i) an update 
ofthe region's evaluation ofthe proposal; (ii) the latest calculation of Regional Benefits (as 
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defined in Schedule 12-B); (iii) the anticipated timeline for future assessments; and (iv) 
reevaluations related to the proposal. 

1.3 Coordination of Assumptions Used in Joint Evaluation: The SERTP 
Transmission Providers and the Office ofthe Interconnection will coordinate assuraptions used 
in joint evaluations, as necessary, which includes iteras such as: 

1.3.1 Expected timelines/milestones associated with the joint evaluation 
1.3.2 Study assuraptions 
1.3.3 Regional benefit calculations 

1.4 Posting of Materials on Regional Planning Websites: The SERTP 
Transraission Providers and the Office ofthe Intercormection will coordinate with respect to the 
posting of materials related to the intenegional coordination procedures described in this 
Schedule 6-A on each region's regional planning website. 

2. Data Exchange 

2.1 At least annually, each ofthe SERTP Transmission Providers and the Office of 
the Interconnection shall exchange power-flow models and associated data used in the regional 
transmission planning processes to develop their respective then-cunent regional transraission 
plan(s). This exchange will occur when such data is available in each ofthe transraission 
plarming processes, typically during the first calendar quarter. Additional transraission-based 
models and data may be exchanged between the SERTP Transraission Providers and the Office 
ofthe Intercormection as necessary and if requested. For purposes ofthe intenegional 
coordination activities outiined in this Schedule 6-A, only data and raodels used in the 
developraent ofthe SERTP Transraission Provider's and the Office ofthe Interconnection's 
then-cunent regional transraission plans and used in their respective regional transmission 
planning processes will be exchanged. This data will be posted on the pertinent regional 
transmission planning process' websites, consistent with the posting requirements ofthe 
respective regional transmission planning processes, and is considered CEII. The Office ofthe 
Interconnection shall notify the SERTP Transmission Providers of such posting. 

2.2 The RTEP will be posted on the Office ofthe Interconnection's Regional 
Planning website pursuant to the Office ofthe Interconnection's regional transmission planning 
process. The Office ofthe Interconnection shall notify the SERTP Transmission Providers of 
such posting so that the SERTP Transmission Providers may retrieve these transraission plans. 
Each ofthe SERTP Transmission Providers will exchange its then-cunent regional plan(s) in a 
similar raarmer according to its regional transmission planning process. 

3. Joint Evaluation 

3.1 Identification of Interregional Transmission Projects: The SERTP 
Transmission Providers and the Office ofthe Interconnection shall exchange plarming raodels 
and data and cunent regional transmission plans as described in Section 2. Each SERTP 
Transraission Provider and the Office ofthe Intercormection will review one another's then-
cunent regional ttansraission plan(s) in accordance with the coordmation procedures described 
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in Section 1 and their respective regional ttansraission planning processes. If through this 
review, a SERTP Transmission Provider and the Office ofthe Intercormection identify a 
potential intenegional transmission project that could be more efficient or cost effective than 
projects included in the respective regional plans, the SERTP Transraission Provider and the 
Office ofthe Interconnection will jointiy evaluate the potential project pursuant to Section 3.3. 

3.2 Identification of Interregional Transmission Projects by Stakeholders: 
Stakeholders raay propose projects that raay be raore efficient or cost-effective than projects 
included in the SERTP Transmission Providers' and the Office ofthe Intercormection's regional 
transmission plans pursuant to the procedures in each region's regional transmission plarming 
processes. The SERTP Transraission Providers and Office ofthe Interconnection will evaluate 
intenegional transmission projects proposed by stakeholders pursuant to Section 3.3. 

3.3 Evaluation of Interregional Transmission Projects: The SERTP Transmission 
Providers and the Office ofthe Intercormection shall act through their respective regional 
transmission planning processes to evaluate potential intenegional ttansraission projects and to 
deterraine whether the inclusion of any potential intenegional transmission projects in each 
region's regional transmission plan would be more efficient or cost-effective than projects 
included in the respective then-cunent regional transraission plans. Such analysis shall be 
consistent with accepted planning practices ofthe respective regions and the methods utilized to 
produce each region's respective regional transmission plan(s). The Office ofthe Interconnection 
will evaluate potential interregional transmission projects consistent with Schedule 6 and the 
PJM Manuals 14A entitied Generation and Transraission Intercormection Process and 14B 
entitled PJM Region Transraission Planning Process on the PJM Website at 
]ittp://'wn.vw.pim.com/dociunents/raanuals.aspx. To the extent possible and as needed, 
assuraptions and raodels will be coordinated between the SERTP Transraission Providers and the 
Office ofthe Intercormection, as described in Section I. Data shall be exchanged to facilitate 
this evaluation using the procedures described in Section 2. 

3.4 Evaluation of Interregional Transmission Projects Proposed for 
Interregional Cost Allocation Purposes: Intenegional transmission projects proposed for 
Intenegional CAP raust be submitted in both the SERTP and PJM regional ttansraission 
plarming processes. The project subraittals raust satisfy the applicable requireraents for 
submittal of intenegional transmission projects, including those in Schedule 6 of this Agreeraent 
and Schedule 12-B ofthe PJM Tariff. The subraittals in the respective regional ttansraission 
plarming processes raust identify the project proposal as intenegional in scope and identify 
SERTP and PJM as the regions in which the project is proposed to interconnect. The Office of 
the Intercormection will determine whether the subraittal for the proposed intenegional 
transraission project satisfies all applicable requireraents. Upon finding that the project subraittal 
satisfies all such applicable requirements, the Office ofthe Interconnection will notify the 
SERTP Transmission Provider. Upon both regions so notifying one another that the project is 
eligible for consideration pursuant to their respective regional ttansmission planning processes, 
the SERTP Transraission Provider and the Office ofthe Intercormection will jointiy evaluate the 
proposed intenegional projects. 
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3.4.1 If an intenegional transmission project is proposed in the SERTP and 
Office of Intercormection for Intenegional CAP, the initial evaluation ofthe project will 
typically begin during the third calendar quarter, with analysis conducted in the sarae raarmer as 
analysis of interregional projects identified pursuant to Sections 3.1 and 3.2. Further evaluation 
shall also be perforraed pursuant to this Section 3.4. Projects proposed for Intenegional CAP 
shall also be subject to the requirements of Schedule 12-B. 

3.4.2. Each region, acting through its regional transmission planning process, 
will evaluate proposals to deterraine whether the intenegional ttansraission project(s) proposed 
for Interregional CAP addresses transraission needs that are currently being addressed with 
projects in its regional ttansmission plan(s) and, if so, which projects in the regional transraission 
plan(s) could be displaced by the proposed project(s). 

3.4.3. Based upon its evaluation, each region will quantify a Regional Benefit 
based upon the ttansraission costs that each region is projected to avoid due to its transraission 
projects being displaced by the proposed project. For purposes of this Schedule 6-A, "Regional 
Benefif means: (i) for the SERTP Transraission Providers, the total avoided costs of projects 
included in the then-cunent regional transraission plan that would be displaced if the proposed 
intenegional ttansraission project was included and (ii) for the Office ofthe Intercormection, the 
total avoided costs of projects included in the then-cunent regional transmission plan that would 
be displaced if the proposed intenegional ttansraission project was included. The Regional 
Benefit is not necessarily the sarae as the benefits used for purposes of regional cost allocation. 

3.5 Inclusion of Interregional Projects Proposed for Interregional CAP in 
Regional Transmission Plans: An mtenegional transraission project proposed for Intenegional 
CAP in the SERTP and Office ofthe Interconnection will be mcluded in the respective regional 
plans for purposes of cost allocation only after it has been selected by both the SERTP and 
Office ofthe Intercoimection regional processes to be included in their respective regional plans 
for purposes of cost allocation. 

3.5.1. To be selected in both the SERTP and Office ofthe Intercormection 
regional plans for purposes of cost allocation means that each region has performed all 
evaluations, as prescribed in its regional ttansmission planning processes, necessary for a project 
to be included in its regional transraission plans for purposes of cost allocation. 

• For SERTP: All requisite approvals are obtained, as prescribed in the SERTP 
regional ttansraission planning process, necessary for a project to be included in the 
SERTP regional transmission plan for purposes of cost allocation. This includes any 
requisite regional benefit to cost ("BTC") ratio calculations performed pursuant to the 
respective regional transraission planning processes. For purposes ofthe SERTP, the 
anticipated allocation of costs ofthe mterregional transmission project for use in the 
regional BTC ratio calculation shall be based upon the ratio ofthe SERTP's Regional 
Benefit to the sum ofthe Regional Benefits identified for both the SERTP and the 
Office ofthe Interconnection; and 
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• For the Office of Intercoimection: All requisite approvals are obtained, as prescribed 
in the PJM regional transmission planning process, necessary for a project to be 
included in the RTEP for purposes of cost aUocation. 

3.6 Removal from Regional Plans: An intenegional transraission project raay be 
removed from the SERTP's or Office of the Interconnection's regional plan for purposes of cost 
allocation: (i) if the developer fails to meet developmental milestones; (ii) pursuant to the 
reevaluation procedures specified in the respective regional transmission planning processes; or 
(iii) if the project is reraoved frora one ofthe region's regional ttansraission plan(s) pursuant to 
the requireraents of hs regional transraission planning process. 

3.6.1 The Office ofthe Interconnection, shall notify the SERTP Transraission 
Provider if an intenegional project or a portion thereof is likely to be removed from its regional 
transmission plan. 

4. Transparency 

4.1 The Office ofthe Intercormection shall post procedures for coordination and joint 
evaluation on the Regional Plarming website. 

4.2 Access to the data utilized will be raade available through the Regional Plarming 
website subject to the appropriate clearance, as applicable (such as CEII and confidential non-
CEII). Both plarming regions will make available, on their respective regional websites, Unks to 
where stakeholders can register (if applicable/available) for the stakeholder coraraittees or 
distribution lists ofthe other planning region. 

4.3 PJM will provide status updates of SERTP interregional activities to the TEAC 
including: 

• Facilities to be evaluated 
• Analysis performed 
• Deterrainations/results. 

4.4 Stakeholders will have an opportunity to provide input and feedback within the 
respective regional planning processes of SERTP and the Office ofthe Interconnection related to 
intenegional faciUties identified, analysis performed, and any determination/resuhs. 
Stakeholders raay participate in either or both regions' regional plarming processes to provide 
their input and feedback regarding the intenegional coordination between the SERTP and the 
Office ofthe Interconnection. 

4.5 The Office ofthe Intercormection will post a list on the Regional Plarming 
Website of intenegional transraission projects proposed for purposes of cost allocation in both 
the SERTP and PJM that are not eligible for consideration because they do not satisfy the 
regional project threshold criteria of one or both ofthe regions as well as post an explanation of 
the thresholds the proposed intenegional project failed to satisfy. 
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SCHEDULE 6-B 
Interregional Transmission Coordination Between 

PJM, New York Independent System Operator, Inc. and ISO New England Inc. 

PJM, its Transmission Owners, and any other interested parties shall coordinate system 
plarming activities with neighboring planning regions, {i.e.. New York Independent System 
Operator, Inc. and ISO New England Inc.) ("ISO/RTO Regions") pursuant to tiie Northeastern 
Planrung Protocol ("Protocol") identified at section 1.5.5(b) of Schedule 6 herein. 

The Intenegional Plarming Protocol includes a description of the committee stmcture, 
processes, and procedures through which systera plarming activities are openly and transparently 
coordinated by the ISO/RTO Regions. The objective ofthe intenegional planning process is to 
contribute to the on-going reliability and the enhanced operational and economic performance of 
the ISO/RTO Regions through: (i) exchange of relevant data and information; (ii) coordination 
of procedures to evaluate certain interconnection and transmission service requests; (iii) periodic 
comprehensive interregional assessments; (iv) identification and evaluation of potential 
Intenegional Transmission Projects that can address regional needs in a manner that raay be 
raore efficient or cost-effective than separate regional solutions, in accordance with the 
requirements of Order No. 1000. 

Section 9 of the Protocol indicates that the cost allocation for identified intenegional 
transmission projects between PJM and NYISO shall be conducted in accordance with the Joint 
Operating Agreeraent Among and Between New York Independent Systera Operator, Inc. and 
PJM Interconnection, L.L.C. referenced at section 1.5.5(b) of this Schedule 6 

The planning activities of the ISO/RTO Regions shall be conducted consistent with the 
planning criteria of each ISO/RTO Region. The ISO/RTO Regions shall periodically produce a 
Northeastem Coordinated System Plan that integrates the systera plans of all of the ISO/RTO 
Regions. 
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SCHEDULE 7 -
UNDERFREQUENCY RELAY OBLIGATIONS AND CHARGES 
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1. UNDERFREQUENCY RELAY OBLIGATION 
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1.1 Application. 

The obligations of this Schedule apply to each Member that is an Electric Distributor, whether or 
not that Member participates in the Electric Distributor sector on the Members Coraraittee or 
raeets the eligibility requirements for any other sector ofthe Members Committee. 
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I.IA Counterparty. 

PJMSettlement is the Counterparty to obiigations and all payments and distributions associated vrith 
underfrequency relay obligations and charges pursuant to this Schedule 7. 
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1.2 Obligations. 

(a) Each Electric Distributor in the PJM Mid-Atlantic Region shall install or contractually 
anange for underfrequency relays to intenupt at least 30 percent of its peak load with 10 percent 
ofthe load intermpted at each of three frequency levels: 59.3 Hz, 58.9 Hz and 58.5 Hz. Upon 
the request ofthe Members Committee, each Electric Distributor in the PJM Mid-Atlantic 
Region shall document that it has complied with the requirement for underfrequency load 
shedding relays. 

(b) Each Electric Distributor in the PJM West Region shall install or contractually anange 
for underfrequency relays to intermpt at least 25 percent of its peak load with 5 percent of the 
load intermpted at each of five frequency levels: 59.5 Hz, 59.3 Hz, 59.1 Hz, 58.9 Hz, and 58.7 
Hz; provided, however, that each Electric Distributor in the Commonwealth Edison Company 
Zone shall install or contractually anange for underfrequency relays to intermpt at least 30 
percent of its peak load with 10 percent ofthe load intermpted at each of three frequency levels: 
59.3 Hz, 59.0 Hz, and 58.7 Hz. Upon the request ofthe Markets and Reliability Comraittee 
established by the Reliability Assurance Agreeraent, each Electric Distributor in the PJM West 
Region shall document that it has complied with the requirement for underfrequency load 
shedding relays. 

(c) Each Electric Distributor in the PJM Soutii Region shall install or conttactually anange 
for underfrequency relays to intermpt at least 30 percent of its peak load with 10 percent ofthe 
load intenupted at each of 3 frequency levels: 59.3 Hz, 59.0 Hz, 58.5 Hz. Upon the request of 
the Markets and ReliabiUty Committee established by the Reliability Assurance Agreement, each 
Electric Distributor in the PJM South Region shall document that it has complied with the 
requirement for underfrequency load shedding relays. 
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2. UNDERFREQUENCY RELAY CHARGES 

If an Electric Distributor is detennined to not have the required underfrequency relays, it shall 
pay an underfrequency relay charge of: 

Charge = D x R x 3 6 5 

where 

D = the amount, in megawatts, the Electtic Distributor is deficient; and 

R = the daily rate per megawatt, which shall be based on the annual carrying charges for a new 
combustion turbine generator, installed and connected to the transmission system, which daily 
deficiency rate as ofthe Effective Date shall be $58.400/per kilowatt-year or $160 per megawatt-
day. 
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3. DISTRIBUTION OF UNDERFREQUENCY RELAY CHARGES 

Effective Date: 9/17/2010 - Docket*: ER10-2710-000 - Page 1 



Intra-PJM Tariffs - > OPERATING AGREEMENT ~> OA SCHEDULE 7 ~> OA SCHEDULE 7 SECTION 3 DISTRIBUTION OF 
UNDERFREQUENCY RELAY - > OA Schedule 7 Sec 3.1 Share of Charges 

3.1 Share of Charges. 

Each Electric Distributor that has complied with the requirements for underfrequency relays 
iraposed by this Agreeraent during a Plarming Period, without incuning an underfrequency relay 
charge, shall share in any underfrequency relay charges paid by any other Electtic Distributor 
that has failed to satisfy said obligation during such Planning Period. Such shares shall be in 
proportion to the number of megawatts of a Electric Distributor's load in the most recently 
corapleted month at the tirae ofthe peak for the PJM Region during that raonth rounded to the 
next higher whole megawatt, as established initially on the Effective Date and as updated at the 
beginning of each month thereafter. 

Effective Date: 9/17/2010 - Docket *: ERl 0-2710-000 - Page 1 



intra-PJM Tariffs ~> OPERATING AGREEMENT ~> OA SCHEDULE 7 ~> OA SCHEDULE 7 SECTION 3 DISTRIBUTION OF 
UNDERFREQUENCY RELAY ~> OA Schedule 7 Sec 3.2 Allocation by the Office of the Interc 

3.2 Allocation by the Office of the Interconnection. 

In the event all ofthe Electric Distributors have incuned underfrequency relay charges during a 
Planning Period, the underfrequency relay charges shall be distributed among the Electric 
Distributors on an equitable basis as deterrained by the Office ofthe Interconnection. 
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SCHEDULE 8 -
DELEGATION OF PJM REGION RELIABILITY RESPONSIBILITIES 
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1. DELEGATION 

The following responsibilities shall be delegated to the Office ofthe Interconnection by the 
parties to the Reliability Assurance Agreeraent. 
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2. NEW PARTIES 

With regard to the addition, withdrawal or removal of a party to the Reliability Assurance 
Agreeraent, the Office ofthe Interconnection shall: 

(a) Receive and evaluate the information submitted by entities that plan to serve loads within 
the PJM Region, including entities whose participation in the Agreement will expand the 
boundaries of the PJM Region. Such evaluation shall be conducted in accordance with the 
requirements ofthe Reliability Assurance Agreeraent; and 

(b) Evaluate the effects of the withdrawal or removal of a party from the Reliability 
Assurance Agreement. 
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3. IMPLEMENTATION OF RELIABILITY ASSURANCE AGREEMENT 

With regard to the impleraentation of the provisions of the Reliability Assurance Agreeraent, the 
Office ofthe Interconnection shaU: 

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

(b) Perform all calculations and analyses 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 defined in the Reliability Assurance 
Agreement; 

(c) Monitor the compliance of each party to the ReliabiUty Assurance Agreeraent with its 
obligations under the Reliability Assurance Agreement; 

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

(e) Assist with the developraent of mles and procedures for determining and demonstrating 
the capability of Capacity Resources; 

(f) Establish the capability and deliverability of Generation Capacity Resources consistent 
with the requireraents ofthe Reliability Assurance Agreeraent; 

(g) Establish standards and procedures for Planned Deraand Resources; 

(h) Collect and maintain generator availability data; 

(i) Perforra any other forecasts, studies or analyses required to administer the Reliability 
Assurance Agreement; 

(j) Coordinate raaintenance schedules for generation resources operated as part ofthe PJM 
Region; 

(k) Determine and declare that an Emergency exists or has ceased to exist in all or any part 
of the PJM Region or announce that an Emergency exists or ceases to exist in a Control Area 
interconnected with the PJM Region; 

(1) Enter into agreeraents for (i) the transfer of energy in Eraergencies in the PJM Region or 
in a Control Area interconnected with the PJM Region and (U) mutual support in such 
Emergencies with other Control Areas interconnected with the PJM Region; and 

(ra) Coordinate the curtailment or shedding of load, or other measures appropriate to alleviate 
an Emergency, to preserve reliability in accordance with FERC, NERC or Applicable Regional 
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Reliability Council principles, guidelines, standards and requirements and the PJM Manuals, and 
to ensure the operation ofthe PJM Region in accordance with Good Utility Practice. 
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SCHEDULE 9 

[Reserved for Future Usel 
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SCHEDULE 10 -
FORM OF NON-DISCLOSURE AGREEMENT 

THIS NON-DISCLOSURE AGREEMENT (the "Agreement") is made this day of 
, 20 , by and between , an Authorized Person, as defined 

below, and PJM Interconnection, L.L.C, a Delaware liraited liability corapany, with offices at 
2750 Monroe Blvd., Audubon, PA 19403 ("PJM"). The Authorized Person and PJM shall be 
refened to herein individually as a "Party," or collectively as the "Parties." 

RECITALS 

Whereas, PJM serves as the Regional Transmission Organization with reliability and/or 
functional control responsibilities over transraission systeras involving fourteen states including 
the District of Columbia, and operates and oversees wholesale markets for electricity pursuant to 
the requirements ofthe PJM Tariff and the Operating Agreement, as defined below; and 

Whereas, the PJM Market Monitor serves as the monitor for PJM's wholesale markets for 
electricity, and 

Whereas, the Operating Agreeraent requfres that PJM and the PJM Market Monitor maintain the 
confidentiality of Confidential Inforraation; and 

Whereas, the Operating Agreement requires PJM and the PJM Market Monitor to disclose 
Confidential Information to Authorized Persons upon satisfaction of conditions stated in the 
Operating Agreement, which raay include, but are not limited to, the execution of this 
Agreement by the Authorized Person and the maintenance ofthe confidentiality of such 
infonnation pursuant to the terms of this Agreement; and 

Whereas, PJM desires to provide Authorized Persons with the broadest possible access to 
Confidential Information, consistent with PJM's and the PJM Market Monitor's obligations and 
duties under the PJM Operating Agreement, the PJM Tariff and other applicable FERC 
directives; and 

Whereas, this Agreement is a stateraent ofthe conditions and requireraents, consistent with the 
requireraents ofthe Operating Agreement, whereby PJM or the PJM Market Monitor may 
provide Confidential Information to the Authorized Person. 

NOW, THEREFORE, intending to be legally bound, the Parties hereby agree as follows: 
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1. DEFINITIONS. 

1.1 Affected Member. 

A Member of PJM which as a resuh of its participation in PJM's markets or its merabership in 
PJM provided Confidential Infonnation to PJM, which Confidential Information is requested by, 
or is disclosed to an Authorized Person under this Agreement. 

1.2 Authorized Commission. 

(i) A State (which shall include the District of Columbia) pubHc utility commission that regulates 
the distribution or supply of electricity to retail customers and is legally charged with monitoring 
the operation of wholesale or retail markets serving retail suppliers or custoraers within its State 
or (ii) an association or organization coraprised exclusively of State public utility cornraissions 
described in the immediately preceding clause (i). 

1.3 Authorized Person. 

A person, including the undersigned, which has executed this Agreement and is authorized in 
writing by an Authorized Coramission to receive and discuss Confidential Information. 
Authorized Persons raay include attomeys representing an Authorized Coramission or 
consultants and/or contractors directly eraployed or retained by an Authorized Commission, 
provided however that consultants or contractors raay not initiate requests for Confidential 
Inforraation frora PJM or the PJM Market Monitor. 

1.4 Confidential Information. 

Any inforraation that would be considered non-public or confidential under the Operating 
Agreeraent. 

1.5 FERC. 

The Federal Energy Regulatory Commission. 

1.6 Information Request. 

A written request, in accordance with the terras of this Agreement for disclosure of Confidential 
Information pursuant to Section 18.17.4 ofthe Operating Agreeraent. 

1.7 Operating Agreement. 

The Amended and Restated Operating Agreeraent of PJM Interconnection, L.L.C, as it raay be 
further amended or restated from time to time. 

1.8 PJM Market Monitor. 
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The Market Monitoring Unit established under Attachment M to the PJM Tariff. 

1.9 PJM Tariff. 

The PJM Open Access Transmission Tariff, as it may be amended from tirae to time. 

1.10 Third Party Request. 

Any request or deraand by any entity upon an Authorized Person or an Authorized Coramission 
for release or disclosure of Confidential Information. A Third Party Request shall include, but 
shall not be limited to, any subpoena, discovery request, or other request for Confidential 
Information made by any: (i) federal, state, or local govemraental subdivision, department, 
official, agency or court, or (ii) arbitration panel, business, company, entity or individual. 
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2. Protection of Confidentiality. 

Effective Date: 9/17/2010 - Docket*: ERlO-2710-000 - Page 1 



Intra-PJM Tariffs ~> OPERATING AGREEMENT - > OA SCHEDULE 10. - > OA SCHEDULE 10 SECTION 2 Protection of 
Confidentiality ~> OA Schedule 10 Sec 2.1 Duty to Not Disclose 

2.1 Duty to Not Disclose. 

The Authorized Person represents and wanants that he or she: (i) is presentiy an Authorized 
Person as defined herein; (ii) is duly authorized to enter into and perfonn this Agreement; (iii) 
has adequate procedures to protect against the release of Confidential Infonnation, and (iv) is 
familiar with, and will coraply with, all such applicable Authorized Conunission procedures. 
The Authorized Person hereby covenants and agrees on behalf of hiraself or herself to deny any 
Third Party Request and defend against any legal process which seeks the release of Confidential 
Inforraation in contravention ofthe terras of this Agreement. 
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